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SUMMARY OF RULE

Rule 25-30.020 is revised to increase the maximum filing fee
to $4,500 for any application and to base the fees on the capacity
of the system as well as the complexity of the type of application.
The rule also codifies agency practice by providing that separate
fees are to be paid for water and wastewater service, and capacity
is determined by combining the capacities of all systems included
in the applications.

Rule 25-30.025 provides that the official date of filing is
when the utility files completed sets of the minimum filing
requirements, including testimony, and has paid the filing fee.

Rule 25-30.030 replaces the requirement of providi§g,no§3ce to
utilities within a 4-mile radius with notice to priéééelégownfg
water and wastewater utilities located within the samé5coqé}y apﬁ
of certain other governmental bodies and agencies. gﬁétigﬁ élso

must be sent by regular mail instead of certified, and;the fdquired
s o :

a—
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number of newspaper notices is reduced from three to>dne.
Amendments to Rule 25-30.032 reduce the number of copies of
applications to be filed from 15 to 12 and add a requirement for an

application to be submitted for a name change.



Revisions to Rule 25-30.033 require a utility to provide
additional explanation of its funding, require the use of the
uniform system of accounts (USOA) when providing cost projections,
and establish three new criteria for certificate applications.
These are the use of the base facility charge rate structure for
metered service, a return on common equity established using the
current leverage formula unless another method is adequately
supported by the applicant, and requiring an allowance for funds
used during construction (AFUDC) rate to be established at the time
of initial certification.

Rule 25-30.034 adds two new criteria regarding information on
existing customers and, in cases where the applicant is requesting
territory not yet being served, statements showing the need for
service and whether this service is consistent with the local
comprehensive plan.

Rule 25-30.035 requires the applicant to provide the number of
customers by class and the projected number when full capacity is
reached.

Rule 25-30.036 is revised to provide for the automatic
extension or deletion of territory so long as no gprotests are
timely filed, the additional territory includes a maximum of 25
equivalent residential connections (ERCs), the utility provides a
statement that no other utility in the area could provide service
and that service is necessary because either a private well has
been contaminated, a septic tank has failed, or service is
otherwise not available. Other changes include clarifying when an

amendment application is required, removal of the requirement that



the applicant attempt to identify potential servers in the area,
and the addition of certain statutory requirements.

The revisions to Rule 25-30.037 clarify the applicability of
the rule and require the buyer to detail the steps taken to obtain
the selling utility’s books and records; report the physical
condition of the system and its status with the Department of
Environmental Protection; and verify that it has obtained the
federal income tax records of the seller cor provide an explanation
if they are not available.

Rule 25-30.039 defines a name change and sets forth the
information that must be submitted.

Rule 25-30.060 requires an applicant for a reseller exemption
to state it 1is aware of the rules and statutes governing
examination and testing of meters and removes the requirement that
to obtain a landlord/tenant exemption the lease must state that
there is no separate charge for water or wastewater service.

Rule 25-30.090 specifies information that must be included in
a notice of abandonment. The rule also contains requirements for
the appointed receiver and provides for an exemption, upon request,
for a governmental authority acting as a receiver.

Rule 25-30.111 requires exempt resellers to file annual
reports. The amendment clarifies that it applies to resellers of
either water or wastewater service and that the exemption must be
approved by the PSC.

New Rule 25-30.117 requires utilities that have defined
benefit pension plans to account for those costs pursuant to

Statement of Financial Accounting Standards No. 87.



Rule 25-30.135 requires utilities to maintain, at their main
in-state business office, current copies of pertinent rule
chapters; Chapter 367, F.S., and current copies of the utility's
tariffs and developer agreements.

Revised Rule 25-30.320 prevents discontinuance of service if
a customer has completely remedied the unauthorized or fraudulent
service prior to the utility's arrival to disconnect service.

Rule 25-30.335 removes language that is obsolete and clarifies
the standard language that is required on customer bills to make it
consistent with the other regulated industries. The rule codifies
the requirement that customers be billed the base facility charge,
regardless of usage, unless the utility has an approved vacation
rate.

Rule 25-30.360 specifies that a motion for reconsideration
temporarily stays a refund and that any unclaimed refunds are to be
treated as contributions-in-aid-of-construction to the utility.

The revisions to Rule 25-30.430 move the requirement for
direct testimony to another rule and authorize the Director of
Water and Wastewater to grant extensions to file the MFRs if the
extension does not cause the approved test year to be non-
representative.

New Rule 25-30.433 codifies how the PSC will address a number
of issues involved in most water and wastewater rate cases. The
rule specifies how quality of service will be determined and
provides the method for determining working capital. Section (3)
is reserved, pending the outcome of an administrative challenge,

for used and useful debit deferred taxes. The rule prescribes



the averaging method to be used in rate cases, requires use of the
simple beginning and end-of-year average for Class B and C
utilities and the 13-month average for Class A utilities, and
requires used and useful percentages to be applied to the
appropriate depreciation expense accounts. Rule 25-30.433 also
provides that income taxes are not allowed for companies that do
not pay them, establishes an amortization period for non-recurring
expenses of five years and an amortization period for forced
abandonments, requires a utility to own the land upon which the
treatment plant is located or possess the right of continued use,
and adopts use of the leverage formula for determining a utility’s
return on equity.

New Rule 25-30.434 defines Allowance for Funds Prudently
Invested charge and requires the minimum information needed for
staff to analyze the utility’s requested rates.

Rule 25-30.436 requires prefiling of direct testimony with the
MFRs in some cases; setting of a return on equity even if there is
no equity.in the capital structure; information on all allocations
of costs; information on land ownership; information on final rate
case costs, and information about relationships and contracts with
parent and affiliated companies.

Rule 25-30.437 requires the use of the base facility and usage
rate structure when preparing MFRs.

New Rule 25-30.4385 requires utilities to file revised
tariff sheets for all proposed changes with applications for rate
increases.

Rule 25-30.441 is repealed and new Rule 25-30.4415 is adopted



in its place. Rule 25-30.4415 lists the information and documents
that must be provided to support the cost of a utility’s projected
investment in plant-in-service.

The changes to Rule 25-30.443 require utilities to use the
base facility and usage rate structure in designing rates; provide
information on final rate case costs; separate calculations for
interim rates; and supply information needed to analyze requests
for uniform rates.

Rule 25-30.455 clarifies that large multi-system companies are
not eligible for staff-assisted rate cases (SARCs). Implements s.
367.0814(4), F.S., which conditions a SARC on the company not
protesting the proposed order when a revenue increase is approved,
and codifies current PSC practice regarding allowance of prudent
rate case expense for SARCs and delineation of responsibilities of
both the utility and the PSC staff in the event of a protested
SARC.

Rule 25-30.456 provides a rate setting alternative for Class
C utilities that is something between an index application and a
full SARC. The rule tracks the existing and proposed rules for
SARCs regarding qualifications and eligibility to wuse this
alternative, and the procedures in the event of a protest of the
initial proposed agency action (PAA) in the case. It differs in
that operating revenues will be compared to expenses for the
purposes of establishing rates rather than using the current rate
base method. A maximum level of increase of 50 percent of the test
year operating revenue is imposed. In the event of a protest, the

cap is removed and the utility is given the option of having rates



set on rate base. The rule requires the PSC to vote on a PAA
recommendation within 90 days of the official filing date.

Rule 25-30.460 prescribes the use and availability of charges
for miscellaneous services.

New Rule 25-30.465 requires utilities to charge one-twelfth
the base facility charge for private fire protection.

Rule 25-30.470 prescribes the method of calculating the rate
reduction to be made after rate case expense is amortized.

Rule 25-30.475 prescribes the effective dates of tariffs filed
for recurring and nonrecurring rates and charges.

The changes to Rule 25-30.515 supplement the existing
definition of Guaranteed Revenue Charge and add a definition of
Plant Capacity Charge.

Rule 25-30.565 has been revised to reduce the number of
application copies required to be filed from 15 to 12; to
substitute, by reference, the notice provisions of Pule 25-22.0408
for the existing section prescribing notice requiremengg;.and to
delete unnecessary language about the legal burden ré@ﬁiréa to

R i

justify the request. : i oa

.

OF 1HE HEARING § T :

Hearings were held on May 24, 25, and 26, August-iziiahd;
October 7, 1993 at Commission headquarters in Tallahasseé,.Fléfida.
The hearings were conducted by Commission members. Participants
were Commission staff, the Office of Public Counsel (OPC), Florida
Waterworks Association (FWWA), Florida Cities Water Company (FCWC),
Southern States Utilities, Inc., (SSU), the Florida Fire Sprinkler

Association and the Florida State Firemen’s Association. Staff



presentations were given by Charles Hill, Bill Lowe, Marshall
Willis, JoAnn Chase, Patricia Merchant, Billie Messer, Patty
Daniel, Patrick Mahoney, Greg Shafer, and Ann Causseaux.

25-30.020 Fees Required to be Paid by Water and Wastewater
Utilities

Staff recommended a change to (2)(h) so that the fees for
service availability are based on existing and proposed capacity
which is the Commission's practice. The FWWA was opposed to (2) (i)
requiring payment of an application fee based on the combined
capacities of all owned systems when a rate increase is sought for
just one system. Staff recommended deleting it.

The Commission voted to change (2) (h) to add the words "and
proposed" and to delete (2) (i) because it specified the fees for
companyies applying under proposed rules that were not adopted.
25-30.025 Official Date of Filing

OPC recommended adding a requirement that direct testimony be
filed with the MFRs which is what is required by 25-30.436(2) when
a case is not processed as proposed agency action. FWWA suggested
that if OPC's change was adopted, it should except cases where
testimony is not required to be filed. That modification was
acceptable to OPC. OPC opposed a 30-day delay in filing testimony
because that would reduce its time for discovery. SSU supported
revising the rule to allow 30 days for filing the testimony so that
if changes are required to the MFRs, the testimony won't require
revision. SSU asserted that this change would reduce costs and the
30-day delay would not harm intervenors. FWWA agreed with SSU.
SSU also said a 21-day delay would be acceptable.

The Commission voted to add language to clarify that the



"official date of filing" is not established until testimony that
may be required by Rule 25-30.436(2) is filed.
25-30.030 Notice of Application

Staff recommended a change to (2) of the proposed rule to
require applicants to include the 1legal description of the
territory in their applications. Legal staff disagreed with the
change to (7), and recommended keeping the requirement of
publishing legal notice for 3 consecutive weeks. SSU supported
reducing the newspaper notice to one time because it believes the
direct notice reaches a greater number of people. FWWA stated it
was uncertain what the term "proper format" meant in staff's
recommended requirement to submit the legal description for pre-
notice approval. OPC did not take a position on the number of
newspaper notices.

The Commission decided to adopt the rule requirement for one
newspaper notice and directed staff to recommend language to
clarify what is meant by "appropriate" territory description
format. This clarification was presented at the August hearing and
is contained in section (2) of the proposed rule. The Commission
added several governmental agencies to the 1list of those the
utility must notify of its filing an application and added a
requirement that the utility provide a legal description of the
area encompassed by its application.

25-30.032 Applications
At the May 25 hearing, all parties agreed that the rule as

proposed was not controversial and should be adopted. The



reference to new Rule 25-30.038 was deleted because the Commission
decided to withdraw that rule.

25-30.033 Application for Original Certificate of Authorization
and Initial Rates and Charges

At the May hearing, Staff presented comments to cupport
changing the phrase "record of the proceeding" to "supported by the
applicant." FWWA stated its concern with section (1) {j) and the
provision that a utility must demonstrate its ownership or long
term access to land such as a 99-year lease. FWWA is concerned
that the 99-year lease will be a rigid requirement which it thinks
may be commercially unreasonable. Legal staff supported keeping
the "such as a 99-year lease" language, stating that it does not
preclude other arrangements.

OPC proposed several changes: (1) (c) requiring the utility to
identify its affiliates; (1) (r) changes to financial statements
including income statement, balance sheet and a sources and uses of
funds statement--if applicable or if available; delete (1) (s)
because it’s included in (1) (r); and (1) (u) substitute cost of
sexrvice study for "cost study."

FWWA opposed OPC’'s change to .033(1) (c), stating it would be
a burdensome and costly process to identify and describe all
affiliates and related parties. The Chairman commented that the
primary issue in granting an original certificate is the financial
viability of the applicant.

Based on comments by Public Counsel, the words "or entities"
were added to subsection (1)(c) and the words "including
affiliates" were added to (1) (s) to ensure that the Commission will

have information about parent companies or affiliates and be able



to determine ownership and financial viability. In subsection
(1) (e), the requirement for an applicant to identify other
utilities within a 4-mile radius was changed to utilities within
the area proposed to be served to make it consistent with the
requirements in the rules governing notice.

In (1) (j), the Commission voted to add the statement that, in
addition to long-term leases as evidence of a company's right to
use the land where its facilities are located, it may also consider
a written easement or other cost effective alternative to a 99-year
lease. This change was based on the Florida Waterworks
Association's comments. This change was made to each rule where
the 99-year lease was given as an example of a long-term lease.

Changes were also made to (1) (r) by adding the requirement to
submit an income statement and a statement of the source and
application of funds. The change was based on Public Counsel's
comments that additional detail would assist the Commission in
evaluating the finances of a utility. Minor additional changes
were made for clarification.

25-30.034 Application for Certificate of Authorization for
Existing Utility Currently Charging for Service

This rule was not controversial and was adopted essentially as
proposed. Department of Environmental Regulation was changed to
Department of Environmental Protection.

25-30.035 Application for Grandfather Certificate

OPC, regarding section (2), recommended requiring additional

information about the applicant's parent companies, affiliated

companies, and related parties [as in 25-30.033(3)]. FCWC stated



it would be a burdensome and costly requirement. Staff opposed
including that requirement because the rule prescribes the filing
requirements for grandfather certificates. Grandfather
certificates are granted as a matter of right pursuant to section
367.171(2)(b), F.S., and applicants do not need to demonstrate
adequate funding.

Staff recommended adding a phrase in (9) to reference the
territory description format suggested to be included in Rule 25-
30.030(2). The Commission agreed and also changed Department of
Environmental Regulation to Depar.ment of Environmental Protection
in (12).

25-30.036 Application for Amendment to Certificate of
Authorization to Extend or Delete Service

FWWA objected to the 99-year 1lease provision and the
Commission changed it. Staff commented that the rule should be
changed to make it applicable to a utility applying to delete part
of its service area in addition to those asking to extend the
service area. Section (1) of this rule was divided into two parts.
Subsection (2) (a) was made more sp2cific and states the method for
meeting its requirements. In (2)(b)1l, 4-mile radius was changed to
"in the area."” A (2)(c) was added to impose a time 1limit for
filing the application. A cross reference was added to (3) (e) and
the name Department of Environmental Regulation was changed to
Department of Environmental Protection in (3) (k). In (3)(d), a
statement was added to authorize the Commission to consider a
written easement or other cost-effective alternative to a long-term

lease.



25-30.037 Application for Authority to Transfer

Staff recommended requiring the company to state why a
negative acquisition adjustment should not be made to find out if
there are extraordinary circumstances. FWWA didn't have comments
on the rule as proposed but did have comments in response to other
participants. As to OPC's suggested changes, FWWA stated it is
alright to clarify that a contract for sale means the total
contract, including the auxiliary and supplemental agreements.
FWWA disagreed with the list of items that the agreements shall
include, stating it was superfluous. As to OPC's recommended
clarification to (2) (k), FWWA said it should include all auxiliary
or supplemental agreements related to the funding of the utility.

SSU stated that staff's recommended addition was legally
deficient because the agency shouldn't require a party to come in
and prove a negative. OPC disagreed with SSU.

The Commission decided not to change the rule to incorporate
staff's language regarding negative acquisition adjustments. Based
on comments of Public Counsel, subsection (2)(g) and its
subparagraphs were changed to include the requirement that transfer
applicants submit copies of agreements that are supplemental or
auxiliary to the sales contract, and to require submittal of dollar
amounts, detail of non-regulated operations and a description of
all consideration between the parties. The words "including
affiliates" was added to (2) (k) and (3)(g) and its applicability
was limited to those that the applicant is relying upon for
funding.

The name Department of Environmental Regulation or DER was



changed to Department of Environmental Protection or DEP in several
places. In (2)(g) and (3) (i), the Commission voted at the October
7 hearing added the statement that, in addition to long-term leases
as evidence of a company's right to use the land where its
facilities are located, it may also consider a written easement or
other cost effective alternative to a 99-year lease.

25-30.0371 Rate Base Established at Time of Transfer

SSU presented extensive comments opposing the provision that
"the Commission shall consider the condition of the utility assets
purchased in deciding if a purchased asset should be removed from
the rate base calculation." SSU believes it will be costly to
determine what a deteriorated asset is and staff itself is unsure.
SSU supports codifying the existing policy of granting no
acquisitioﬁ adjustment unless extraordinary circumstances exist--
that rate base is net book value absent extraordinary
circumstances.

FWWA supported the comments of SSU and referred the Commission
to its written comments. OPC stated the utilities want the ability
to earn a return and depreciat:on on more thar their actual
investment. To be fair, if the Commission adopts a rule, the
Commission should allow the purchase price plus 20% of the
difference. FWWA stated it did not object to the rule as proposed.

Commissioner Clark asked for S5-year history of the price paid
and net book value allowed, what rate base was allowed and the
difference between the two, including the Deltona purchase. SSU
agreed to provide information to support the statement that SSU

paid more for its Florida acquisitions than allowed to earn on rate



base after used and useful applications and to provide survey of
other states' practice re acquisition adjustments. This
information was submitted at the August 12 hearing.

FWWA supported the proposed rule section on "construction work
in progress" (CWIP) but did not agree with OPC's objection to
including CWIP in establishing rate base. OPC's wording would
contravene 367.081(2) (a). FWWA opposed OPC's proposal that if
buyer is wunable to obtain original cost documents that the
Commission should establish rate base at zero.

Staff recommended that the Commission adopt the rule because
it codifies the longstanding Commission policy that the purchase of
a utility system at a premium or discount shall not affect the rate
base calculation in the absence of extraordinary circumstances.
Commissioner Clark suggested clarifying that the value of plant in
service in an original cost study should also reflect appropriate
adjustments such as depreciation.

OPC opposed adoption of the rule. The Commission decided to
withdraw the rule.

25-30.038 Expedited Application for Acquisition of Existing Small
System

At the August 12 hearing, staff recommended withdrawal of this
proposed new rule because of the objections to it. The
participants in the hearing concurred with staff's recommendation
and the Commission agreed that the rule should be withdrawn.
25-30.039 Application for Name Change

Staff initially recommended changing this rule to require the
applicant for a name change to show that the land where the

treatment facilities are located is in the new name but later



recommended against it. Legal staff commented that the issue of
what is acceptable proof of ownership or right to continued use of
land and the cost that would be incurred required further research
and would be addressed in a later rule proceeding. The rule was
not controversial otherwise and it was adopted without changes.

25-30.060 Application for Exemption from Regulation or
Nonjurisdictional Finding

At the May 26 hearing, all participants agreed that the rule
as proposed was not controversial and should be adopted except that
FWWA objected to the 99-year lease provision in (3) (g). The
Commission voted to add the statement that, in addition to long-
term leases as evidence of a company's right to use the land where
its facilities are located, it may also consider a written easement
or other cost effective alternative to a 99-year lease.

25-30.090 Abandonments

At the May 26 hearing, all participants agreed that the rule
as proposed is not controversial and should be adopted. The
Commission adopted it as proposed changing only the name Department
of Environmental Regulation to Department of Environmental
Protection in (2) (h).

25-30.111 Exemption for Resale of Utility Service

At the May 26 hearing, all participants agreed that the rule
as proposed was not controversial and should be adopted. The rule
was adopted without changes.

25-30.117 Accounting for Pension Costs.

OPC recommended that the Commission require utilities to fund

their pension costs. Staff recommended against making OPC's

changes because the rule prescribes the accounting treatment of




pension costs, whereas OPC's recommended addition--to require
pension costs to be funded and placed in escrow--prescribes the
requlatory treatment. Staff stated it did not believe the
Commission has developed a policy on this and, until the issue is
addressed on a case-by-case basis and a policy developed, no rule
should be adopted. The rule was adopted without changes.

25-30.135 Tariffs, Rules and Miscellanecus Requirements.

All participants in the May hearings agreed that the rule as
proposed was not controversial and should be adopted. The
Commission adopted the rule without changes.

25-30.320 Refusal or Discontinuance of Service.

All participants agreed at the hearing that the rule as
proposed was not controversial and should be adopted. The
Commission adopted the rule without changes.

25-30.335 Customer Billing.

All participants agreed at the May hearing that the rule as
proposed was not controversial and should be adopted. The
Commission directed staff to present it for adoption at the October
hearing as proposed. The rule was adopted at the October hearing
without changes.

25-30.360 Refunds.

All participants agreed at the hearing that the rule as
proposed was not controversial and should be adopted. The
Commission adopted the rule without changes.
25~30.430 Test Year Approval.

There were no comments on this rule at the hearing and the

Commission directed staff to present it for adoption as originally



proposed. At the October hearing, staff recommended and the
Commission agreed to change the word "may" to "shall" when
extensions for good cause are authorized by the rules, such as in
25-30.430(3).

25-30.432 Used and Useful in Rate Case Proceedings.

Extensive comments were filed on this rule. At the May
hearing, SSU, Jjoined by OPC, asked the Commission to delay
consideration of the rule and the Commission agreed to schedule it
for hearing in July. Subsequent rescheduling resulted in the
hearing for this rule being set for September 8 and 9, 1993. At
the August 12, 1993 hearing, staff recommended that further
workshops be held on the rule and that it not be considered by the
Commission at a September hearing. OPC, FWWA and SSU agreed with
staff's recommendation. The Commission voted to further delay
consideration of the rule until workshops could be completed. At
the final hearing on October 7, 1993, the Commission decided to
withdraw this rule and consider proposing it at a later date after
additional meetings are held between staff and interested persons.
25-30.433 Rate Case Proceedings.

Introductory Paragraph

Commissioner Clark suggested deleting the phrase '"for good
cause shown" because it is redundant and the Commission agreed.
(1) Quality of Bervice

OPC commented that language should be added to the rule
requiring the Commission to impose a penalty if service standards
are not met. FWWA stated that they were not opposed to the rule as

proposed rule but disagreed with OPC's suggestion to require a
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penalty if standards aren’t met. Staff commented that the
Commission has the authority under the statute to impose penalties
for violation of its rules and that it did not advise including
such a provision in specific rules. SSU agreed with staff. The
Commission decided not tc make such a change but did change the
name of the Department of Environmental Regulation to the
Department of Environmental Protection.

(2) Working Capital

FWWA witness Debbie Swain stated they were not opposed to the
proposed rule but commented to cppose OPC’s suggestion that the
balance sheet method be used rather than the formula method. She
stated that the balance sheet approach is very time-consuming, not
exact, and not cbjective.

OPC Witness Dismukes stated that OPC proposes that the
Commission use the balance sheet approach for determining working
capital because it is more accurate and with computer use, not as
costly as it once was. The formula (1/8 O&M) approach won’t be
simpler if you continue to take into account deferred debits and
deferred credits. Staff commented that its time required would be
greater using the balance sheet method, and that rate case expense
is more material for water and wastewater utilities compared to the
revenue requirement than it is in telephone and electric and gas
companies.

Staff recommended the Commission adopt this section as
originally proposed. SSU agreed and explained why. The Commission
voted to change the method of calculating working capital to the

balance sheet approach for Class A utilities but to leave the



formula method in the rule for Class B and C utilities.
(3) Debit Deferred Taxes

Staff proposed a correction to the first sentence to clarify
the Commission practice of netting used and useful debit and credit
deferred taxes instead of gross amounts, and explained that this
coincides with the used and useful adjustments made to plant in
determining rate base. No parties disagreed with this change.
Staff recommended further clarification by adding a third sentence.

Witness Swain commented for FWWA that the last sentence of
this section 1is confiscatory because it won't acknowledge
investment in many items. They did not suggest that deferred
debits in their entirety be included as a separate item of rate
base but the unamortized balance should earn a return. As to the
first sentence, Ms. Swain thought it would be more accurate and
simpler to offset CIAC by the taxes paid on it.

SSU Witness Cresse commented that the Commission should remove
the sentence stating "[n]o other deferred debit shall be considered
in rate base when the formula method of working capital is used,"
agreeing with Ms. Swain. Mr. (resse also commented that non-
recurring expenses should be amortized over four years like rate
case expense.

Staff recommended that the Commission adopt the proposed rule
because it codifies longstanding Commission policy.

(4) Averaging

OPC suggested that the Commission should change this rule to

require use of the 13-month averaging method by Class A and B

utilities. Staff recommended the adoption of this section as



originally proposed--without the change proposed by OPC to the 13-
month averaging method. Staff stated it believed the increased
cost to prepare MFRs using the 13-month averaging method far
outweighed the benefit of an increase in accuracy. The FWWA agreed
with staff.

SSU agreed with the proposed rule provision to use the simple
beginning and end-of-year average. It stated that it is simpler,
less expensive, less time-consuming to present and analyze; fair to
ratepayers; does not differ materially in results or accuracy from
the 13-month average.

The Commission decided to change the averaging method used to
calculate rate base and cost of capital to the 13-month average for
Class A utilities only.

(5) Used and Useful Applications

Staff explained that (5) codifies current Commission practice
by requiring used and useful percentages to be applied to the
appropriate depreciation expense accounts. Staff recommended
deleting the word "plant" to clarify the rule. Without this
change, staff explained that & 1literal interpretation could
erroneously lead to the assumption that the same dollar adjustment
made to plant be made to depreciation.

OPC recommended the addition of the second sentence regarding
non-used and useful property taxes. Staff agreed with OPC that
non-used and useful property tax adjustments are Commission
practice when the taxing authority taxes total plant, not just used
and useful plant. Staff disagreed with OPC's proposed rule as its

wording assumed that an adjustment is required whenever a non-used



and useful adjustment is made. Staff recommeﬁded rewording it to
codify current policy.

SSU supported the rule as originally proposed and disagreed
with OPC’s recommendation because it would creace an inflexible
rule that would not always be applicable.

The Commission adopted the rule deleting "plant" from the
first sentence and adding a second sentence based on OPC’s
comments.

(6) CIAC

SSU and FWWA asked the Commission to delay consideration of
this section of the rule because it should be considered at the
same time as proposed Rule 25-30.432. Staff agreed because Rule
25-30.432 prescribes whether a margin reserve will be allowed; this
rule provides that contributions-in-aid-of-construction (CIAC) will
not be imputed on the margin reserve calculation.

The Commission decided to remove the original proposed rule

regarding imputation of CIAC on the margin reserve for
consideration at a later date with the used and useful rule. In
place of that section, the rule providing that charitable
contributions shall not be recovered through rates, which was
recommended by OPC, was added to codify current Commission
practice.
(7) OPC supported the proposed rule. FWWA commented that the
issue should be considered on a case-by case basis. Staff
recommended that the Commission adopt it as originally proposed and
the Commission did so.

(8) Staff recommended the Commission adeopt this section as
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originally proposed. SSU disagreed, stating that the amortization
period should be four and not five years and that rates should not
be automatically reduced regardless of whether the utility is
earning outside its range of return. The Commission adopted this
section without any changes.

(9) OPC opposed this section of the rule because it believes that
the cost of abandoned projects should not be recovered from
ratepayers. Alternatively, OPC proposed a 15-year amortization
period. Staff recommended the Commission adopt this section as
originally proposed without the change recommended by OPC, stating
that OPC’s suggested methodoclogy had been argued in several cases
in the recent past and rejected by the Commission whereas the rule
as originally proposed codifies the Commission’s longstanding
practice. FWWA and SSU agreed with staff. SSU commented that the
rule was appropriate because it does not penalize the utility for
investment that was prudent when made. The Commission adopted the
rule without any changes.

(10) In response to FWWA’s comment about the 99-year provision
wherever it appeared in the rules, the Commission voted to add the
statement that, in addition to long-term leases as evidence of a
company’s right to use the land where its facilities are located,
it may also consider a written easement or other cost effective
alternative to a 99-year lease. Staff recommended the Commission
adopt it as originally proposed and OPC agreed.

(11) No comments were presented on this section of the rule other
than OPC stating that it did not oppose staff’s recommendation.

The staff recommended that it be adcpted as proposed and the



Commission agreed.

(12) Staff recommended adding this section which was initially
suggested by OPC but modified by the FWWA because the wording
recommended by FWWA was taken from a number of Commission orders
issued over the past ten years. FWWA agreed with staff. Ssu
disagreed with the rule but preferred FWWA's version to OPC's. The
Commission voted to add section (12).

(13) OPC proposed this provision on calculating the amount of
interest expense for income tax expense to the Commission. Staff
recommended that the Commission adopt the rule proposed by OPC
because it codifies longstanding Commission policy but modify it to
refer specifically to the parent debt rule. The Commission voted
to add (13).

OPC also proposed that the Commission add a provision
regarding loss carryforwards. Staff recommended modifying the
language and adopting it because it codifies 1longstanding
Commission policy. The FWWA disagreed with the rule and with
staff's statement that it codifies policy. SSU also disagreed with
the rule, stating that its effect is to take a tax loss the owner
paid for and use it in a subsequent year to benefit the ratepayers.

OPC supported the provision but said it should go further. The
Commission decided not to adopt this provision, nor did it adopt
OPC's proposal to disallow by rule the recovery of Chamber of
Commerce dues.

25-30.434 Application for Allowance for Funds Prudently Invested
(AFPI) Charges.

SSU's witness Cresse commented that property taxes should be

treated as if all of it was attributable to used and useful



property. He also stated that the rules should make clear that
utilities will be encouraged to do long-range planning, that after
accumulating AFPI for 5 years, any amount that has not been
recovered will be allowed to be recovered in future rates. OPC's
witness Sam Gatlin proposed that property taxes be added to the
AFPI calculation consistent with what OPC proposed for 25-30.433.

Staff was asked to prepare an exhibit showing examples of
staff's and the Commission's proposal, the utilities' proposal, and
Chairman Deason's example. This exhibit was considered a%* the
August hearing.

Staff commented that (3)(f) as originally proposed was
confusing and indirectly allows utilities to reflect plant net of
accumulated depreciation only if the accumulated depreciation was
previously recovered through AFPI charges. Staff stated that it is
inappropriate to reflect gross plant. Further, if AFPI charges had
previously been collected, then the plant would not be subject to
AFPI charges again. This would allow a continuation of the
collection of carrying charges when the Commission had ordered that
those amounts cease in the prior charges.

Staff recommended reorganizing (5) to remove excess words
without changing the meaning. The Commission decided to change
(3) (f) to delete the phrase limiting reporting of accumulated
depreciation to that which has been recovered in previous
(Allowance for Funds Prudently Invested) AFPI charges. Section (5)

was reworded to remove language that was redundant and confusing.



25-30.435 Application for a Rate Increase by an Applicant that
owns Multiple Systems.

Florida Cities Water Company opposed the rule stating that it
would increase rate case expense. Southern States supported the
proposed rule. FWWA did not take a position. OPC also stated its
concern with rate case expense and OPC’s ability to adequately
analyze multi-system filings. Commissioner Clark stated that the
rule seemed to impact only one company, and that perhaps a rule was
not needed at this point. The Commission voted not to adopt the
rule. Rule 25-30.435 was withdrawn.

25-30.436 General Information and Instructions Required of Class
A and B Water and Wastewater Utilities in an Application for Rate
Case.

SSU supported revising the rule to allow the utility applicant
30 days from the date of filing its minimum filing requirements to
file its direct testimony. Commissioner Clark recommended
rewording (2) for clarity. FWWA pointed out that a reference was
made in (4) (d) to repealed Rule 25-30.439.

Staff recommended a change to (4)(h) to require filing of
fewer copies of certain schedules and deletion in (4) (g) o©of the
reference to Rule 25-30.432 because the Commission decided to
withdraw it. OPC proposed charges to (4) (h) to require more
detailed information in order to analyze related party transactions
and charges. For those utilities that have such charges, this
information would be provided through discovery regardless. Staff
disagreed with OPC’s recommendation to require the workpapers and
source documents to be filed as they could be voluminous and
expensive to copy. Staff commented that the information may easily

be provided during discovery or audit if a problem is evident after
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the initial review is made.

FWWA and FCWC commented that (4) (h)2. should be clarified and
that the threshold for reporting was too low. The Commission
decided to change the threshold.

OPC also asked that a utility applicant be required to file an
organizational chart. FWWA and FCWC commented that the chart only
need include affiliates if they have something to do with the
utility business. Staff commented that it is appropriate to
require the total organizational chart, not just a chart of those
entities that have allocated costs or charges. Without a complete
chart, staff may not be aware that any further allocations might be
appropriate.

SSU supported the rule as proposed, stating that the
requirement for additional information discusced at the hearings
was unnecessary and inappropriate for the purpose of minimum filing
requirements and that the information could be obtained through
discovery.

Rule 25-30.436(2) was changed to identify whose prepared
testimony triggers the filing date. The term "any source" in
(4) (h) was changed to "a parent, :ffiliate, or related party"; the
rule was changed to apply to both allocated and charged costs; and
the reference to forms was changed to reflect the revised forms
adopted in Rule 25-30.437. Ss. (4) (h)l1 was changed to require
itemization of certain costs being allocated or charged in addition
to describing them. The words "or direct charging" were added to
(4) (h)3. and paragraphs 4 through 6 were added. Subsection (4) (i)

was changed to clarify its application to land recorded on the



utility’s books since rate base was last established. Based on
FWWA’'s comments, the statement was added authorizing the Commission
to also consider a written easement or other cost efrective
alternative to a 99-year lease. Based on staff’s recommendation,
in (7), the reference to forms was changed to reflect the revised
forms adopted in Rule 25-30.437 and, as recommended by the Joint
Administrative Procedures staff, "may" was changed to "shall"
because when good cause is shown for an extension of time, there is
no reason for denial.

25-30.437 Financial, Rate and Engineering Information Required of
Class A and B Water and Wastewater Utilities in an Application for
Rate Increase.

Staff recommended the Commission adopt the rule as originally
proposed with the exception of changes to the forms incorporated
that are necessitated by the Commission’s changes to Rule 25-30.433
and 25-30.436. The FWWA commented that the rule was not
controversial.

SSU supported the rule stating that (6) recognizes that
systems already combined in a uniform rate shall be considered as
a single system when submitting the MFR schedules outlined in the
rule is consistent with Commissior policy and practice and permits
such systems to achieve the economies and cost savings which flow
from uniform rates. Such filing requirements also reflect the
reality that utilities with uniform rates operate with one combined
rate base, capital structure, etc. SSU also commented that at the
same time, no harm is sustained by OPC or other interested parties
since back-up data supporting used and useful percentages for each

system must also be submitted in the initial filing and further
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information is available through discovery.

OPC disagreed with SSU’s comments and opposed the adoption of
(6) . The Commission voted to delete (6) and adopt the remainder of
the rule including new, separate minimum filing requirement forms
for Class A and B utilities. Proposed section (6) was withdrawn
and the subsequent section renumbered.

25-30.4385 Additionmal Rate Information Required in Application for
Rate Increase.

All participants agreed at the hearing that the rule as

proposed was not controversial and should be adopted. The rule was
adopted without changes.
25-30.441 Engineering Information Required in Application for
Rater Increase by Utilities Seeking to Recover the Cost of
Investment for Plant Construction Required by Governmental
Authority.

FWWA commented that repeal of this rule was not controversial.
No party disagreed and staff recommended that the Commission repeal
it as originally proposed and adopt Rule 25-30.4415 to replace it.
The Commission voted to repeal the rule.

25-30.4415 Additional Information Required iz Application for Rate
Increase by Utilities Seeking to Recover the Cost of Investment in
the Public Interest.

FWWA commented that this rule was not controversial. No party
disagreed and staff recommended that the Commission adopt it as

originally proposed. The rule was adopted without changes.

25-30.443 Minimum Filing Requirements for Class C Water and
Wastewater Utilities.

The FWWA stated that this proposed rule was not controversial,
including staff’s recommended changes to (2) (¢). The order of the
rules referenced in Rule 25-30.443 was changed to chronclogical

order. In (3), as recommended by the Joint Administrative



Procedures staff, "may" was changed to "shall" because when good
cause is shown for an extension of time, there is no reason for
denial. The rule was adopted with changes.

25-30.455 Staff Assistance in Rate Cases

OPC objected to limiting the availability of staff assistance
to small utilities rather than providing it to small systems which
may be part of a large multi-system utility. Staff commented that
section 367.0814 authorizes staff assistance for utilities--not
systems--with revenues under $150,000 annually. Additionally, the
large utilities have the expertise to file for a rate case whereas
the SARC process is intended to assist those small utilities that
do not have the expertise to file a rate case. The Commission
agreed that the statute limited eligibility and did not make any
change in that regard.

Rule 25-30.455(6) was changed to specify that it is the
Director of the Division of Water and Wastewater who shall give the
notice of decisions on applications for staff assistance and a
statement was added, at FWWA’s suggestion, to clarify that staff
assistance will be initiated for accepted applicants. The last
sentence of the paragraph was delet=d. Section (10) was changed to
provide that reconsideration will he decided by the full Commission
rather than the Chairman. 1In section (13), the statement that it
is the utility’s burden of proof was stricken as suggested by both
OPC and staff witness Hill.

25-30.456 Staff Assistance in Alternative Rate Setting
OPC opposed section (12) of this rule, which provides the

method of determining the rate increase in an alternative rate




setting environment. OPC stated it was not opposed to an
alternative rate setting process for Class C utilities, however, it
opposed the implementation of a rule which is untested to determine
if it would even yield reasonable results. Staff responded that
the statute limits the Commission to implementation of alternative
rate setting "by rule." The Commission voted to adopt the rule and
the same changes that were made in Rule 25-30.455 were made to Rule
25-30.456 in sections (6), (10) and (18).

25-30.460 Application for Miscellaneous Service Charges.

FWWA stated that this rule was not controversial. OPC agreed
and SSU stated that it wouldn’t be commenting on the rule. The
rule was adopted without changes.

25-30.465 Private Fire Protection Rates -

At the May hearing, Mr. Dewar of the Florida Fire Sprinkler
Association and the Florida Firemen'’s Association stated that the
fee discriminates against ratepayers who have installed fire
sprinkler systems and should be eliminated. They do not disagree
with the base facility charge for private fire protection loops,
but believe that (in addition to the proposed rule language) fire
sprinkler connections should be exempt from the charge. Ssu
commented that if the need for more private fire protection is
great and their effectiveness in protecting customers is proven,
SSU would agree that the private fire protection rate could be set
prospectively so as to encourage the installation of private fire
protection equipment.

PSC staff presented information to support changing the rate

to 1/12 the base facility charge. FCWC also presented comments but



did not state a position on staff's change. SSU supported the 1/3
base facility charge that was in the proposed rule. FWWA stated it
believed changing the charge from 1/3 to 1/12 would result in other
classes of ratepayers subsidizing those with private fire
protection systems. Mr. Dewar also supported adding language to
address cross-connection protection.

At the final hearing on October 7, 1993, staff recommended the
Commission adopt the rule as originally proposed with staff's
recommended change to one-twelfth the base facility charge. Staff
commented that the Commission's current method of deterrining
private fire protection rates using one-third the base facility
charge of comparable size meters is based on an evaluation of
potential demand, not on cost of service. The recommended rule
continues the demand apprcach by using ISO requirements for fire
flow demand. This results in a charge that staff believes is more
commensurate with the insurance savings that businesses may receive
by installing sprinkler systems, but still provides the utility a
contribution towards the maintenance of capacity over and above
their peak hour consumptive needs.

The Commission voted to adopt the rule with the change in the
rate to one-twelfth.

25-30.470 cCalculation of Rate Reduction After Rate Case Expense is
Amortized

FWWA stated at the May hearing that the rule was consistent
with section 367.0816, F.S., and was not controversial. All
participants agreed that the rule as proposed was not controversial
and should be adopted. The Commission adopted the rule without

changes.




25-30.475 Effective Date of Approved Tariffs -

FWWA commented that the rule was not controversial and was
consistent with statute. OPC stated its concern that pro-rated
billing causes customer confusion. SSU agreed with the proposed
rule stating that OPC’s concern is without merit. Staff agreed
that customers are not confused by pro-rating of bills. The rule
was adopted without changes.

25-30.515 Definitions

Staff recommended that the Commission adopt the rule as
proposed. Staff commented that major revisions to the Definition
section will be addressed in a Phase II rules proceeding. FWWA
stated it would raise its concerns in the subsequent rulemaking
proceeding. The rule was adopted without changes.

25-30.565 Application for Approval of New or Revised Service
Availability Policy or Charges

There were no comments on this rule at the hearings and staff
recommended the Commission adopt it as originally proposed. The
rule was adopted without changes.

FACTS CIRCUMSTANCES JUSTIFYING THE RULE

Rule 25-30.020 - Fees Required to be Paid by Water and
Wastewater Utilities: Rule 25-30.020 is difficult to read and
apply, does not include fees for limited prcceedings and service
availability rates, and dcoes not distinguish between simple and
complex filings. The rule revisions remove any ambiguity about
when and what fees will be charged and add a filing fee for limited
proceedings and service availability rates. These types of filings
are complex and require a great deal of staff and Commission time.

The fee helps to offset the cost of processing these filings.



Finally, the rule revisions recognize that some filings are simple
and require little staff and Commission time while others are very
complex and require a great deal of time. The fees are higher for
more complex filings. The cost of regulating this industry is just
covered by the revenues collected pursuant to the regulatory
assessment fees and these filing fees. 1In 1989, the regulatory
assessment fees were doubled to cover the cost of regulation. At
that time, the Commission was granted the statutory authority to
increase filing fees to help cover costs. These revisions increase
the maximum fee to that allowed by statute.

Rule 25-30.025 - Official Date of Filing: The Commission’s
policy and practice must be codified by rule to eliminate confusion
and uncertainty on the part of applicants and to comply with
Chapter 120, F.S.

Rule 25-30.030 - Notice of Application: The Commission is
currently required to maintain a data base of certificated
utilities in a section, township, and range format to comply with
its current rule. The change will provide a cost saving to the
Commission because this data base will no longer be-required. The
noticing by regular mail instesd of certified mail and the
reduction of newspaper noticing from three notices to one will
provide a significant cost saving to the industry.

Rule 25-30.032 - Applications: This rule is amended to add
name changes to the list of actions where regulated utilities are
required to file documents with the Commission. Currently, when a
utility changes it name there is no requirement for notifying the

Commission, resulting in confusion for the Commission and utility
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customers. The rule change also allows the utility to file fewer
application copies because the extra copies are not needed.

Rule 25-30.033 - Application for Original Certificate of
Authorization and Initial Rates and Charges: The current rule does
not inform utilities how rates should be structured and calculated
for their applications. The rule revisions will put the applicant
on notice of the Commission’s requirements, providing a cost
savings and insuring a financially viable utility from the outset.

Rule 25-30.034 - Application for Certificate of Authorization
for Existing Utility Currently Charging for Service - The
Commission has a goal of coordinating efforts with other
governmental agencies in the regulation of water and wastewater
utilities. This rule furthers that goal by requiring applicants to
include a statement about comprehensive plan consistency.

Rule 25-30.035 - Application for Grandfather Certificate:
Currently the Commission does not obtain information about the
number of customers by class and the projected number in the
application. Staff has to request the information after the
application is receivea. The information is needed to give the
Commission a more accurate picture of the utility being
certificated.

Rule 25-30.036 - Application for Amendment to Certificate of
Authorization to Extend or Delete Service: Under the current rule,
a utility must obtain prior approval for any amendment to its
service territory. The time it takes to process the application
sometimes results in customers not being able to get timely service

and costly construction delays. This rule change would allow
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utilities to begin providing service in a more timely and efficient
fashion resulting in cost savings to the applicant.

Rule 25-30.037 - Application for Authority to Transfer: The
filing requirements in the current rule do not provide the
Commission with sufficient information to adequately evaluate the
buyer’s ability to provide adequate service at a reasonable cost.
Often staff must request the additional information in order to
determine if the application should be approved.

Rule 25-30.039 - Application for Name Change: In the past,
utilities have failed to even advise the Commission of a name
change which has created confusion for the Commission and
customers.

Rule 25-30.060 - Application for Exemption from Regulation or
Nonjurisdictional Finding: In the past, reseller applicants have
not been aware that there are requirements regarding meter testing.
In addition, the Commission has discovered in processing
landlord/tenant exemption requests that leases usually list what
charges are made in addition to the rent rather than listing what
is included in the rental amount. Therefore, the rule is changed
to delete the impractical regquirement for leases to state that
there is no separate charge for witer or wastewater service.

Rule 25-30.090 - Abandonments: In the case of abandonments,
there has been confusion about the responsibility of court
appointed receivers with regard to Commission requirements and
about the jurisdictional status of governmental authorities acting
as the receiver. 1In addition, it has been unclear in the past what

information should be included in the notice of abandonment.



Rule 25-30.111 - Exemption for Resale of Utility Service,
Annual Report: Existing Rule 25-30.111 1is subject to the
misinterpretation that an entity may be exempt as a reseller
without Commission approval. The rule also does not regquire that
revenues received from resale of wastewater service must be
reported, although that information is required for water service,
and other information must currently be reported for both services.

Rule 25-30.117 - Accounting for Pension Costs: Currently the
Commission does not have a rule that sets out its policy on the
accounting treatment of pension plans. This type of policy must be
codified so that all utilities will know pension plan treatment in
advance of filing for a rate case. This will help eliminate a
potential issue in rate cases as all utilities will be required to
follow the same accounting requirements.

Rule 25-30.135 - Tariffs, Rules and Miscellaneous
Requirements: Customers currently do not know what rules and
regulations govern the utility and service provided by it and do
not know where to obtain the information. This rule revision will
make the information available to customers at a common location.

Rule 25-30.320 - Refusal or Discontinuance of Service:
Utilities have in the past disconraected service to a customer even
though the fraudulent or unauthorized use by the customer was
already eliminated and paid for at the time the disconnection tock
place. This rule revision clarifies that a customer should not be
disconnected if the infraction has been remedied prior to the
utility’s arrival to disconnect service.

Rule 25-30.335 - Customer Billing: The rule in its present



form contains language that is obsolete and conflicts with current
Commission practice. Also, no standard language was provided
resulting in inconsistent customer bills. Finally, utilities were
inconsistent in charging customers the base facility charge when
there was no usage. The rule change resolves these problems.

Rule 25-30.360 - Refunds: The rule revisions are necessary to
codify the Commission’s long-standing policies that a motion for
reconsideration temporarily stays a refund and that any unclaimed
refunds are to be treated as contributions-in-aid-of-construction
to the utility. This change will eliminate an issue in rate cases,
reducing both staff time spent handling the issue and rate case
expense.

Rule 25-30.430 - Test Year Approval: The requirement to file
prepared direct testimony with the minimum filing requirements is
more appropriately placed in Rule 25-30.436(2). To codify present
practice and to reduce time and steps, a provision 1is added to
authorize the Director of Water and Wastewater to grant an
extension of the filing date.

Rule 25-30.433 - Rate Case Proceedings: Quality of service,
working capital, debit deferred taxes, averaging, and used and
useful applications are issues in every rate case. Each party that
has an interest in the proceeding files prefiled testimony and does
extensive discovery resulting in increased rate case expense. By
codifying how the Commission will treat these issues, this new rule
should simplify rate cases and lower rate case expense.

Rule 25-30.434 - Application for Allowance for Funds Prudently

Invested (AFPI) Charges: This new rule is being added to prescribe



the application requirements for Allowance for Funds Prudently
Invested (AFPI) Charges. There are currently no rules setting out
what information Commission staff requires from utilities =+=o
analyze their requests.

Rule 25-30.436 - General Information and Instructions Required
of Class A and B Water and Wastewater Utilities in an Application
for Rate Increase: Utilities are currently notified via a
procedural order whether or not prefiled testimony will be required
and when it is due. Staff also must obtain the information
included in the rule through discovery. Prefiled testimony is
always required for cases going directly to hearing and the
information obtained by staff is standard. By putting this in
rule, we eliminate the question of whether and when testimony is
due and reduce the amount of discovery.

Rule 25-30.437 - Financial, Rate and Engineering Information
Required of Class A and B Water and Wastewater Utilities in an
Application for Rate Increase: Currently, utilities do not file
consistent rate structure information when filing for rate relief.
This makes analysis difficult at best and does not prévide the PSC
the information needed. The rule changes should clarify the use of
the base facility and usage rate structure.

Rule 25-30.4385 - Additional Rate Information Required in
Application for Rate Increase: A utility can only charge customers
the charges listed in its tariff. This new rule codifies the
requirement that a utility must file revised tariff sheets when it
requests a change in its charges to its customers.

Rule 25-30.441 - Engineering ' Information Required 1in



Application for Rate Increase by Utilities Seeking to Recover the
Cost of Investment for Plant Construction Required by Governmental
Authority: The PSC is repealing this rule because it is confusing
and requires information the Commission no longer needs. This rule
is being replaced by new Rule 25-30.4415.

Rule 25-30.4415 - Additional Information Required in
Application for Rate Increase by Utilities Seeking to Recover the
Cost of Investment in the Public Interest: This rule replaces Rule
25-30.441. Rule 25-30.441 is confusing and out-of-date. The new
rule lists the information and documents that must be provided to
the Commission to support the cost of a utility’s investment in
plant in service that is made pursuant to a regulatory requirement.
It allows the use of an estimate of a professional engineer or a
person knowledgeable in design and construction of plant which
should result in cost savings by utilities and knowledge in advance
of what must be filed.

Rule 25-30.443 - Minimum Filing Requirements for Class C Water
and Wastewater Utilities: Currently, utilities do not file
consistent rate structure information when filing for rate relief.
Also, when a utility is proposing to combine rates for separate
systems, the information required often is filed only on a combined
basis. This makes analysis difficult at best and does not provide
the Commission the information needed to set rates on an individual
basis if desired. The rule changes will clarify the use of the
base facility and usage rate structure and the requirement to file
information on an individual system basis.

Rule 25-30.455 - Staff Assistance in Rate Cases: Section



367.0814(4), F.S., states that, in requesting staff assistance, a
utility shall agree to accept the final rates and charges approved
by the Commission unless the final rates and charges produce less
revenue than the existing rates and charges. By including it in
the rule revision, this is emphasized. As a result of a staff-
assisted rate case that recently went to hearing, we have clarified
the responsibilities of Commission staff and the utility in the
event of a protested SARC in order to improve the quality of post-
protest filings and to make clear what the Class C utility’s
responsibilities are during the hearing process.

Rule 25-30.456 - Staff Assistance in Alternative Rate Setting:
The Legislature created the opportunity for a different type of
regulation in 1989 by enacting s. 367.0814(7), F.S., authorizing
the Commission to establish standards and procedures by rule for
alternative rate setting for small utilities. In addition, there
has been a history of extremely high rate increases resulting from
SARCs because the small utilities do not routinely work to maintain
compensatory rates. This may stem partially from the complexity
and time involved in a staff-assisted rate case. This new rule
should help decrease the number of extreme rate increases and
utilities that consistently unde:earn.

The provision requiring the Commission to vote on a Proposed
Agency Action recommendation within 90 days of the cfficial filing
date is included to provide the utility with assurance that the
process will result in a faster turnaround than the existing SARC
process which can take up to 150 days to get to a vote.

To make the process more acceptable to customers and therefore



decrease the likelihood of a protest, a maximum level of increase
of 50 percent of the test year operating revenue has been included.
Another condition states that in the event of a protest the maximum
will be removed and the utility will be given the option of having
rates set on rate base, thus increasing the likelihood of greater
increases. It is hoped that this condition will decrease the
possibility of a hearing, which can be very expensive for all
parties. By providing Class C utilities with another tool with
which to keep rates closer to compensatory levels, "rate shock"
should be mitigated, and rate case expense and PSC time invested
should be lowered. Another possible byproduct will be less costly
regulation, particularly since an audit will not be regquired and
the time frame will be shorter.

Rule 25-30.460 - Application for Miscellaneous Service
Charges: Currently, utilities do not know that they can charge for
miscellaneous items such as premises visits. This new rule was
added to codify existing Commission practice to allow charges for
certain items without specific cost support.

Rule 25-30.465 - Private Fire Protection Rates: In rate
cases, often a utility will request a separate charge for private
fire protection. In each case over the past six years, the
Commission has established the rate at one-third the approved base
facility charge. Comments made at the hearings supported changing
that figure to cne-twelfth. By adopting the rule the issue can be
eliminated and expenses reduced.

Rule 25-30.470 - Calculation of Rate Reduction After Rate Case

Expense is Amortized: Section 367.0816, F.S., requires that after



four years’ amort:ization of rate case expense, rates be reduced to
reflect the reduction in cost. This rule establishes the method
used to calculate the rate reduction.

Rule 25-30.475 - Effective Date of Approved Tariffs: An issue
in every rate proceeding before the Commission is the effective
date of the rates and charges, and every order issued by the
Commission dealing with rates and charges has language in it
establishing the effective date of the rates or charges approved.
Since the date a rate takes effect has been consistent in
proceedings over the past six years, unnecessary time and money 1is
spent addressing the issue at hearing and in writing the language
for recommendations and orders.

Rule 25-30.515 - Definitions: There has been confusion in the
past as to what guaranteed revenue charges are and when they are
appropriate. There has also been confusion over what a plant
capacity charge is and what it is for. The revisions to this rule
will eliminate this confusion.

Rule 25-30.565 - Application for Approval of New or Revised
Service Availability Policy or Charges: Currently, utilities are
required to file 15 copies of an application for service
availability charges. The Commission no longer needs 15 copies and
to continue this requirement would be wasteful. In the past there
has been confusion about notice requirements because we prescribe
notice requirements in a number of rules. By revising this rule we
are eliminating the notice requirements in the individual rules and

referring to a new rule fcr all noticing provisions.
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25-30.020 Fees Required to be Paid by Water and Wastewater
Sewer Utilities.

(1) When a utility files any application for a certificate of
authorization eextifiecatieon—extensien—=transfer pursuant to
sections 367.045, 367.071 and 367.171, Florida Statutes, or files

an request for a rate change ursuant to sections 367.081

367.0814 and 367.0822, Florida Statutes+—rate—echange- (except an
index or pass-through), or files for authorization to collect or

change service availability charges pursuant to section 367.101,

Florida Statutes, the utility shall remit a fee to the Commission’s

Director of Records and Reporting. A separate fee shall apply for

water service and wastewater service. A separate fee shall also

apply for each secticon listed above. For purposes of this rule,

capacity is determined by combining the capacities of all systems
included in the application. For purposes of this rule, an

eqguivalent residential connection (ERC) is 350 alloné Ser da

.

(apd) for water service and 280 gallons per day (apd). for

. '

wJ

wastewater service.

(2) The amount of the fee to be filed pursuant to suﬁgettidn .

1
(1) of this rules+ shall be based—upen—the—existing—or . i
=i foms
eapacity—efthe systemeorexternsi-r as follows: -
(a) For an original certificate application filed pursuant to

Section 367.045, Florida statutes, the amount of the fee shall be

as follows: Fer—systems—eor—extengions—serving—Sfrom—3+—te—595
pexrsons—5+56+
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1. Fo il its with the existing or proposed capacity to
serve up to 500 ERCs, $750;

2. For utilities with the existing or proposed capacity to
serve from 501 to 2,000 ERCs, $1,500;

= 5 For utilities with the existing or proposed capacity to
sexrve from 2,001 to 4,000 ERCs, $2,250;

4. For utilities with the existing or proposed capacity to
serve more than 4,000 ERCs 3,000.

(b) For an application for extension or deletion of territory

filed pursuant to Section 367.045, Florida Statutes, the amcunt of
the fee shall be as follows: Fer—systems—eor—extensions—servingfrem

i [ 0 '

1 Fo ications in whic h rea to be extended or
deleted has the proposed capacit o serve up to 100 ERC 100;
i For applications in which the area to be extended or

deleted has the proposed capacity to serve from 101 to 200 ERCs,

200;
3. For applications in which the area to be extended or
deleted has th ropo apacit serve from 201 to 500 ERCs
500;
4 For applications in which the area to be extended or

deleted has the proposed capacity to serve from 501 to 2,000 ERCs,
$1,000;
5. For applications in which the area to be extended or

deleted has the proposed capacity to serve from 2,001 to 4,000
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ERCs L. 7250:;

6. For applications in which the =area to be extended or
deleted has the propos capacit rve more than 4,000 ERCs
$2,250.

(c) For an application for transfer or change in majority
organization n file 5 4 n Section 367.071, Florida
Statutes, the amount of the fee shall be as follows: Fersystems—eor

;0 F a ications in which the utility to be transferred
has the capacity to serve up to 500 ERCs, $750;

2. For a ications in which the utility to be transferred

has the capacityv to serve from 501 to 2,000 ERCs, $1500;

3. For applications in which the utility to be transferred

has the capacity to serve from 2,001 to 4,000 ERCs, $2,250;

4. For applications in which the utility to be transferred
has th apaci rve mo than 4 0 _ERCs 3,000,

(d) For an application for a grandfather certificate filed

ursuant to Section 367.171, Florida Statute the amount of the

fee shall be as follows: Fersystems—er—extensieons—serving—106-666
er—more—perseons—52256—

B For applications in whici. the utility has the capacity to
ve u 0 C 100;
2 For applications in which the utility has the capacity to
serve from 1 00 ERCs 200;
Sn. F ications in whi he utili h h a ity to
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serve from 201 to 500 ERCs, $500;

4. E ications in which the utility has the capacity to
erve from 5 to 2,000 ERCs 1,000;

5. F appli ions in which the utility ha he capacity to

serve from 2,001 to 4,000 ERCs, $1,750;

6s: For applications in which the utility has the capacity to
erve mor n 0 ERC 2,250.
{e) For file and suspend rate cases filed pursuant to Section
367.081, Florida Statutes, the amount of the fee shall be as
follows:

O For utilities with the existing capacity to serve up to
500 ERCs 1,000;

2. F utilities with the existin apacity to serve from
501 to 2,000 ERC 2,000;

3. For utilities with the existing capacity to serve from
2 1l to 4,000 E 3,500;

4. For utilities with the existing capacity to serve more

than 4,000 ERCs, $4,500.
(f) For staff-assisted rate cases filed pursuant to Section

367.0814, Florida Statutes, the amount of the fee shall be as

follows:

T For utilities with the existing capacity to serve up to

100 ERCs 200;

2. F utiliti with the existing capacity to serve from

101 to 200 ERCs, $500;
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3. For utilities with the existing capacity to serve more

than 200 ERCs, $1,000.

(g) For an application for a limited proceeding pursuant to
Section 367.0822, Flori Statutes he amoun f the fee shall be

as follows:

1. For utilities with the existing capacity to serve up to
ERCs 00;

2. r utilities with the existin a i to serve from

101 to 200 ERCs, $200;

3. For utilities with the existing capacity to serve from

201 to 5 ERCs ;

4. For utilities with the existing capacity to serve from
01 to 2 0 _ER 1,000;

5, For utilities with the existing capacity to serve from
2,001 to 4,000 ERCs, $1,750;

6. For utilities with the existing capacity to serve more
than 4,000 ERCs, $2,250.

(h) For an application for approval of charges or conditions
for service availability filed pursuant to section 367.101, Florida

ut m he fe ha be as follows:

1. For utilities with existing and proposed capacity to
serve up to 100 ER 100;

2 For utilities with existinag and proposed capacity to
erve from 101 t ER 200;

Bio r ilities with existing and proposed capacity to
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serve from 201 to 500 ERCs, $500;
4. For utilities with existing and proposed capacity to
serve from 501 to 2,000 ERCs, $1,000;

5. For utilities with existing and proposed capacity to

sexve from 2,001 to 4,000 ERCs L. 75

6. For utilities with existing and proposed capacity to
serve more than 4,000 ERCs, $2,250.
Specific Authority: 350.127(2) and 367.121(1 F.S. 36+—343+—F5-
so—amended—by—Chegter 8860 Taws—of tlerida -

Law Implemented: 367.045(1)(d), (2)(e), 367.071(3), 367.081(5),

367.0822(2), 367.101(2), 367.145 and 367.171(2) (b)), F.S. 36734

F-S—as—amended—by Chapter—86—99—TLaws—ef Florida—
History: New 10/29/80, Formerly 25-10.11, Transferred £from

25-10.011 and Amended 11/9/86,

——
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25-30.025 Official Date of Filing.

(1) The "official date of filing" is the date on which the
Director of the Division of Water and Wastewater determines the—=
utility has filed completed sets of the minimum filing requirements

MFR includin stimo ha be r ired by Rule 25-
30.436 (2) fer—any—appliecatieon—and payment of paid the appropriate
filing fee to the Director of Records and Reporting.

(2) The Director of the Division of Water and Wastewater
Sewexr shall determine the official date of filing for any utility’s
application and—adwvise—the—Commissien—whe—will advise the
applicant. The Commission shall resolve any and dispute regarding
the official date of filing.

Specific Authority: 367.121(1), F.S.
Law Implemented: 367.083, F.S.
History: New 3/26/81, Formerly 25-10.12, Transferred from 25-

10.012, Amended 11/9/86,
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25-30.030 Notice of Application.

(1) When a utility applies for a —certificate of
authorization, an extension or deletion of its service area, or a
sale, assignment or transfer of its certificate of authorization,
facilities or any portion thereof or majority organizational
control, it shall provide notice of its application in the manner
and to the entities described in this section.

(2) Before providing notice in accordance with this section,
a utility shall obtain from the Commission a list of the names and
addresses of the municipalities, the county or counties, the
region lanning council he_Offi of Public Counsel the
Commission’s Director of Records and Reportinag, the appropriate
regional office of the Department of Environmental Protection, the
appropriate water management district, and privately-owned+ water
weilitdess and wastewater utilities that hold a certificate granted
by the Public Service Commission and that are located within the

county in which the utility or the territorv proposed to be served

is located within o feurmilexadius. In dition, if an ortion

of the proposed territory is within one mile of a county boundary,

the utili hall in from the Commission a list of the names

and addresses of the privately-ovned utilities located in the

bordering counties and holding & certificate granted by the
Commission. The utility’s request for the list shall include a
complete legal description—in—teownship—range—and—land—Sectiens—

of the territory to be reguested in the application that includes:—=
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(a) a reference to township(s), range(s), land section(s) and
county; and

(b) a complete and accurate description of the territory

served or proposed to be served in one of the following formats.

The description may reference interstates, state roads, and major
bodies of water. The description shall not rely on references to

overnment lot local reets, recorded plats or lots, tracts, or
other recorded instruments.
1. Sections: If th rrito includes complete sections

the description shall only include the township, ranac, and section

reference. If the territory includes partial sections, the
d ripti i identi the subsections included or
excluded.

D' Metes and bounds: A point of beginning which is
referenc from ei ection corner or a subsection corner
such as a quarter corner. The perimeter shall be described by
traversing t roposed territo and closing at the point of

eginning. The d ipti s include all rings and
istan essa t rovi a c inu description.

(3) The notice shall be appropriately styled:

(a) Notice of Application for an Initial Certificate of
Authorization for Water, Wastewater, or Water and Wastewater
Certificate;

(b) Notice of Application for an Extension of Service Area;

(c) Notice of Application for Deletion of Service Area;
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(d) Notice of Application for a Transfer of Water,
Wastewater, or Water and Wastewater Certificate(s); or

(e) Notice of Application for a Transfer of Majority
Organizational Control.

(4) The nNotice shall include the following:

(a) the date the notice is given;

(b)4a} the name and address of the applicant;

(c)4B}+ a description, using township, range and section
references, of the territory proposed to be either served, added,
deleted, or transferred; and

(d)+e+ a statement that any objections to the aApplication
must be filed with the Director, Division of Records and Reporting,
101 East Gaines Street, Tallahassee, Florida 32399%-0870, no later
than 30 days after the last date that the nNotice was mailed or
published, whichever is later.

(5) Within 7 sewer days of filing its application, the
utility shall provide a copy of the nNotices+ by regular eertified
mail er—persemal—servieer to:

(a) the governing body of the county in which the utility
system or the territory proposed to be served is located;

(b) the governing body of a:y municipality contained on the
list obtained pursuant to (2) abcve withina—four—mite—radius——eof
the—utility—systemor—the—territoryproposed—to—be—served;

(¢) the regional planning council agemey designated by the

Clean Water Act, 33 U.S.C. 1288(2);
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list (s btained rs £ t 2 bove wtility—withina four milte

(e) the office of Public Counsel; anrd

(f) the Commission’s Director of Records and Reporting;-

(g) the appropriate regional office of the Department of
Environmental Protection; and

(h) the appropriate Water Management District.

(6) No sooner than 21 &wenty—ene days before the application
is filed and no later than 7 sewern days after the application is
filed, the utility shall also provide a copy of the Notice, by
regular mail or personal service, to each customer, i+f—any+ of the
system to be certificated, transferred, acquired, or deleted.

(7) The Notice shall be published once eaeh—weel—for—three
congeeutive—weeks+ in a newspaper of general circulation in the
territory proposed to be served, added, deleted, or transferred.

The £3i2s& publication shall be within 7 days_of filing the

application sesSeesmss tean 20 dsve pefose fhe dere she ol dese dos

1 \ is Eilad.

(8) A f th noti and list f the entities
receiving notice pursuant to this rule shall accompany the
affidavit r ired sections 367.045 (1 e) and (2 f Florida
Statutes. T fidavit shal e filed no later an 15 days after
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filing the a ication.
(9) 48+ This rule does not apply to applications for

grandfather certificates filed under section 367.171, Florida

Statutes, or to applications for transfers to governmental

authorities filed under Section 367.071, Florida Statutes, or to

name changes.

Specific Authority: 367.121(1), F.S.

Law Implemented: 367.031, 367.045, 367.071, F.S.

History: New 4/5/81, formerly 25-10.061, Transferred from

25-10.0061 and Amended 11/9/86, Amended 1/27/91, Amended
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25-30.032 Applications.

(1) Each utility subject to regulation by the Commission
shall apply for an initial certificate of authorization, amendment
to an existing certificate of authorization, e transfer, or name
change by filing a completed application and 12 £ifteen copies, in
accordance with either 25-30.033, 25-30.034, 25-30.035, 25-20.036,
exr 25-30.037(1) or (2),_or 25-30.039, F.A.C. However, a utility
shall apply for a transfer to a governmental authority by filing a
completed application and two copies, in accordance with Rule
25-30.037 (3) and (4), F.A.C. The application shall be filed with
the Director, Division of Records and Reporting, 101 East Gaines
Street, Tallahassee, Florida 32399-0870. Sample application forms
may be obtained from the Division of Water and Wastewater, Bureau
of Certification, 101 East Gaines Street, Tallahassee, Florida
32399-085088%3.

(2) A wutility may file combined applications if it 1is
applying for certificates of authorization or any amendments
thereto for both water and wastewater systems; however, the utility
shall remit a separate application fee for each service system.
The Commission will treat a combined application as if a separate
application had been filed for ea-h service system.

(3) The official filing cate of an application for an
original certificate, any amendment to an existing certificate,or
any transfer shall be the date a completed application is filed

with the Division of Records and Reporting, except that the
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noticing requirements set forth in Rule 25-30.030, E.A.C., do not

need to be completed at that time. 1If, however, the utility has

not completed the noticing within the time limits prescribed by
Rule 25-30.030, F.A.C., 22—days—eof£ilingtheappltieation—the

official filing date shall be the date the noticing is complete.

Specific Authority: 367.121, F.S.
Law Implemented: 367.031, 367.045, 367.071, F.S.

History: New 1/27/91, Amended v
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25-30.033 Application for Original Certificate of
Authorization and Initial Rates and Charges.

(1) Each application for an original certificate of
authorization and initial rates and charges shall provide the
following information:

(a) the applicant’s name and address;

(b) the nature of the applicant’s business organization,
i.e., corporation, partnership, limited partnership, sole
proprietorship, association, etc.;

(c) the name(s) and address(es) of all corporate officers,
directors, partners, or any other person(s) or entities owning an
interest in the applicant’s business organization;

(d) whether the applicant has made an election under Internal
Revenue Code § 1362 to be an S corporation;

(e) a statement showing the financial and technical ability
of the applicant to provide service, and the need for service in
the proposed area. The statement shall identify any other
utilities within the area proposed to be served a—4—mile—radius
that could potentially provide service, and the steps the applicant
took to ascertain whether such other service is available;

(f) A statement that to _the best of the applicant’s
knowledge, the provision of service will be consistent with the
water and wastewater sections of the local comprehensive plans as
approved by the Department of Community Affairs at the time the

appli i i iled, or, 1if not «consistent, a statement
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demonstrating why granting the certificate of authorization would
be in the public interest.

(g) the date applicant plans to begin serving customers;

(h) the number of equivalent residential connections (ERCs)
proposed to be served, by meter size and customer class. 1t
development will be in phases, separate this information by phase;

(i) a description of the types of customers anticipated,
i.e., single family homes, mobile homes, duplexes, golf course
clubhouse, commercial, etc.;

(j) evidence, in the form of a warranty deed, that the
utility owns the land upon which the utility treatment facilities
are or will be located, or a copy of an agreement which provides
for the continued use of the land, such as a 99-year lease. The
Commission may consider a written easement or other cost-effective
alternative. The applicant may submit a contract for the purchase
and sale of land with an unexecuted copy of the warranty deed,
provided the applicant files an executed and recorded copy of the
deed, or executed copy of the lease, within 30 &hixty days after
the order granting the certificate;

(k) one original and two copies of a sample tariff,
containing all rates, «classifications, charges, rules, and
regulations, which shall be consistent with Chapter 25-9, Florida
Administrative Code. Model tariffs are available from the Division
of Water and Wastewater, 101 East Gaines Street, Tallahassee,

Florida 32399-085068%6;
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(1) a description of the territory to be served, using
township, range and section references as specified in Rule 25-
30.030(2);

(m) one copy of a detailed system map showing the proposed
lines, treatment facilities and the territory proposed to be
served. The map shall be of sufficient scale and detail to enable
correlation with the description of the territory proposed to be
served;

(n) one copy of the official county tax assessment map, or
other map showing township, range, and section with a scale such as
1"=200’ or 1"=400’, with the proposed territory plotted thereon by
use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(o) a statement regarding the separate capacities of the
proposed lines and treatment facilities in terms of ERCs and
gallons per day. If development will be in phases, separate this
information by phase;

(p) a written description of the type of water treatment,
wastewater treatment, and method of effluent disposal;

(gq) if (p) above does not include effluent disposal by means
of reuse spray—ixrigatien, a statement that describes with
particularity the reasons for not using reuse spxay—irrigatien;

(r) a detailed financial statement (balance sheet and income
statement), certified if available, of the financial condition of

the applicant, that shows all assets and liabilities of every kind
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and character. The income statement shall be for the preceding

calendar or fiscal vear. If an applicant has not operated for a

full vear, then the income statement shall be for the lesser
period. The financial statement shall be prepared in accordance
with Rule 25-30.115, Florida Administrative Code. If available, a
statement of the source and application of funds shall also be

provided;

{s) &5 a list of all entities, including affiliates, upon
which the icant is relying to provide whiek have provided—or
willt—previde funding to the utility, and an explanation of th
manner and amount of such funding, which shall include their
financial statements and e* copies of any financial agreements with
the utility. This regquirement shall not apply to any person or

entity holding less than 10 percent ownership interest in the

utility;
(t) 4 a cost study including customer growth projections
supporting the proposed rates, -—-harges and service availability

charges. A sample cost study, ard assistance in preparing initial
rates and charges, are available from the Division of Water and
Wastewater;

(u) 4+ a schedule showing the projected cost of the
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proposed system(s) by uniform system of accounts (USOA) NARBE
account numbers pursuant to Rule 25-30.115, F.A.C. and the related

capacity of each system in ERCs and gallons per day. If the
utility will be built in phases, this shall apply to the first
phase;

v) 4w a schedule showing the projected operating expenses
of the proposed system by USOA NARUE account numbers, when 80
percent of the designed capacity of the system is being utilized.
If the utility will be built in phases, this shall apply to the
first phase; and

{w) 45 a schedule showing the projected capital structure
including the methods of financing the construction and operation
of the utility until the utility reaches 80 percent % of the design
capacity of the system.

(2) The b facility and usage rate structur as defined in

le 25-30.437(7 F.A.C.) shall be utilized for metered servic

unless an alternative rate structure is supported by the applicant

and authorized by the Commission.

(3) A return on common egquity shall be established using the

curren i verage formula stablished b order of this

Commission pursuant to section 367.081(4), F.S., unless there is

competent substantial evidence supporting the use of a different
return on common eguity.
(4) Utilities obtaining initial certificates pursuant to this

e _a horiz to accrue allowance for funds used durin
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construction (AFUDC) for proijects found eligible pursuant to Rule

25-30.116(1 F.A.C.

(a) The applicable AFUDC rate shall be determined as the

utility’s projected weighted cost of capital as demonstrated in its

application for original certificate and initial rates and charges.

(b) A discounted monthly AFUDC rate calculated in accordance

with Rule 25-30.1 F.A.C. hall used to insure that the
annual AFUDC char does not exceed authorized levels.
(c) The da ility shall begin to charge the AFUDC rate

shall be the date the certificate of authorization is issued to the

utility so that such rate can apply to the initial construction of
he utili faciliti

Specific Authority: 367.121, F.S.
Law Implemented: 367.031, 367.045(1), F.S.

History: New 1/27/91, Amended
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25-30.034 Application for Certificate of Authorization for
Existing Utility Currently Charging for Service.

(1) Each existing utility currently charging for service,
which is applying for an initial certificate of authorization,
other than under section 367.171, Florida Statutes, shall provide
the following information:

(a) the utility’s complete name and address;

(b) the nature of the utility’s business organization, i.e.,
corporation, partnership, limited partnership, sole proprietorship,
association, etc.;

(c) the name(s) and address(es) of all corporate officers,
directors, partners, or any other person(s) owning an interest in
the utility;

(d) a statement regarding the financial and technical ability
of the applicant to continue to provide service;

(e) evidence that the utility owns the land upon which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 99-year
lease. The Commission may consider a written easement or otﬁer
cost-effective alternative;

(f) one original and two copies of a model sampie tariff,
containing all rates, <classifications, charges, rules, and
regulations, which shall be consistent with Chapter 25-9, Florida
Administrative Code. Model Sampre tariffs are available from the

Division of Water and Wastewater, 101 East Gaines Street,
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Tallahassee, Florida 32399-085088%6;

(g) a statement specifying on what date and under what
authority the current rates and charges were established;

(h) a description of the territory to be served, using
township, range and section references as specified in Rule 25-
30.030(2);

(i) one copy of a detailed system map showing the lines,
treatment facilities and the territory to be served. Any territory
not served at the time of the application shall be specifically
identified on the system map. The map shall be of sufficient scale
and detail to enable correlation with the description of the
territory to be served;

(j) one copy of the official county tax assessment map, or
other map showing township, range, and section with a scale such as
1"=200' or 1"=400', with the proposed territory plotted thereon by
use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(k) the numbers and dates of any permits issued for the
systems by the Department of Envirﬁnmental Protection Regultatien;

(1) the date the utility was established; ard

(m) a statement explaining how and why applicant began

providing service prior to obtaining a certificate of

authorization; and
(n) s ule showing the number f ustomers currentl
served, by class and meter size, as well as the number of custcmers
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projected to be served when the requested service territory is

fully occupied.

(2) he applicant is requestin nvy territ not served

at_th im ication rovide e following:

(2) a statement showing the need for service in the proposed
area; gng

(b) a statement that to the best of the applicant'’'s

knowledge, the provision of service in this territory will be
consistent with the water and wastewater sections of the local

comprehensive plan as approved by the Department of Community

Affairs at the time the application is filed, or, if not

consistent, a statement demonstrating whv granting the territory

would be in the public interest.
Specific Authority: 367.121, F.S.
Law Implemented: 367.045, F.S.

History: New 1/27/91, Amended
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25-30.035 Application for Grandfather Certificate.

Each applicant for a certificate of authorization under the
provisions of section 367.171, Florida Statutes, shall provide the
following information.

(1) the utility’s complete name and address;

(2) the nature of the utility's business organization, i.e.,
corporation, partnership, limited partnership, sole proprietorship,
association, etc.;

(3) the name(s) and address(es) of all corporate officers,
directors, partners, or any other person(s) owning an interest in
the utility;

(4) the date the utility was established;

(5) a description of the types of customers served, i.e.,
single family homes, mobile homes, duplexes, golf course clubhcuse,
commercial, etc.;

(6) evidence that the utility owns the land upon which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 99-year
lease. The Commission may consider a written easement cr other
cost-effective alternative;

(7) one original and two copies of a sample tariff,
containing all rates, classifications, charges, rules, and
regulations, which shall be consistent with Chapter 25-9, Florida
Administrative Code. Sample tariffs are available from the

Division of Water and Wastewater, 101 East Gaines Street,
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Tallahassee, Florida 32399-085088%6.

(8) a statement specifying on what date and under what
authority the current rates and charges were established;

(9) a description, using township, range, and section
references as specified in Rule 25-30.030(2), of the territory the
utility was serving, or was authorized to serve by the county which
had jurisdiction over the utility on the day Chapter 367, Florida
Statutes, became applicable to the utility;

(10) one copy of a detailed system map showing the lines,
treatment facilities and the territory to be served. Any territory
not served at the time of the application shall be specifically
identified, and the map shall be of sufficient scale and detail to
enable correlation with the description of the territory to be
served;

(11) one copy of the official county tax assessment map, oOr
other map showing township, range, and section, with a scale such
as 1"=200' or 1"=400', with the proposed territory plotted thereon
by use of metes and bounds or quarter sections, and with a defined
reference point of beginning; and

(12) the numbers and dates of any permits issued for the
systems by the Department of Environmental Protection Reguiatien;
and

(13) a schedule showing the number of customers currently
served, by class and meter size, as well as the number of customers

roije served when the requested service territory is
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fully occupied.-

Specific Authority: 367.121, F.S.

Law Implemented: 367.171, F.S.

History: Amended 7/21/65,

3/26/81, Formerly 25-10.02, 25-10.002,

1/27/91;

1/7/69,

2/3/70, 3/6/71,

Amended 11/9/86,

CODING: Words underlined are additions; words in

struelk—through type are deletions from existing law.

26

9/12/74,

Amended



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25-30.036 Application for Amendment to Certificate of
Authorization t¢ Extend or Delete Service.

(1) This rule applies to any certificated water or wastewater

utility that proposes to extend its service territory into an area
in which er i no existing water or wastewater svstem or

proposes to delete a portion of its service territory.

(2) A request for service territory expansion and amendment
of an existing certificate or issuance of a new certificate shall
be nsidered a oved under the following conditions if no protest
is timely fil to the notice of application:

(a) the wutility has provided a written statement of an

officer of the utility that the proposed new territory includes a

maxi ivale residential connections within such
rri at th ime the territo is at buildout; and

(b) ility has provided the written tement of an

ffic ility that, upon investigation, to the best of his
or her knowledge:

1. there is no other utility in the area of th roposed
territory that is willing and capable of providing reasonabl
adeguate service to the new territory; and

2 h rson or business(es) requesting water or
wastewater service have demonstratad to the utility that service is

ecessa ecaus 1) a private well has en contaminated or gone

dry, (2) a septic tank has failed; or (3) service is otherwise not

vail
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(c) e utilit ha file a completed application in
accordance with secti 2 f is rule within 45 days of the

completion of the notice requirements.

(3) 424 Each utility proposing to extend its service area
ex t a ications fi rsu to section (2) above, which
shall file only (a), (d), (e}, (i), (m), (o), (P}, (qg), and (rx)

listed below) shall provide the following:

(a) the utility’s complete name and address;

(b} a statement showing the financial and technical ability
of the utility to provide service and the need for service in the
area requested. The staotementsShall identify any other utilities

e 1 34 ] 14 e ia ] —

(c) a statement that to the best of the applicant’s knowledge
the provision of service will be consistent with the water and

wastewater sections of the local comprehensive plan at the time the

application is filed, as approved by the Department of Community
Affairs, or, if not, a statement demonstrating why granting the
amendmgnt would be in the public interest.

(d) evidence that the utility owns the land upon which the
utility treatment facilities that will serve the proposed territory
are located or a copy of an agreement, such as a 99-year lease,

which provides for the continued use of the land. The Commission

ma consider written asement r other cost-effective
alternative;

(e) a description of the territory proposed to be served,
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using township, range and section references as specified in Rule
25-30.030(2) ;

(£) one copy of a detailed system map showing the proposed
lines, treatment facilities, and the territory proposed to be
served. The map shall be of sufficient scale and detail to enable
correlation with the description of the territory;

(g) if the utility is planning to build a new wastewater
treatment plant, or upgrade an existing plant to serve the proposed
territory, provide a written description of the proposed method(s)
of effluent disposal;

(h) if (g) above does not include effluent disposal by means
of reuse spray—ixrigatien, a statement that describes with
particularity the reasons for not using reuse spray—irrigation.

(i) one copy of the official county tax assessment map or
other map showing township, range, and section, with a scale such
as 1"=200' or 1"=400', with the proposed territory plotted thereon
by use of metes and bounds or quarter sections, and with a defined
reference point of beginning.

(j) a statement describing the capacity of the existing
lines, the capacity of the treatment facilities, and the design
capacity of the proposed extension;

(k) the numbers and dates of any permits issued for the
proposed systems by the Department of Environmental Protection
Regutabien;

(1) a detailed statement regarding the proposed method of
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financing the construction, and the projected impact on the
utility’s capital structure;

(m) a description of the types of customers anticipated to be
served by the extension, i.e., single family homes, mobile homes,
duplexes, golf course clubhouse, commercial, etc.;

(n) a statement regarding the projected impact of the
extension on the utility’s monthly rates and service availability
charges;

(o) the original and two copies of sample tariff sheets
reflecting the additional service area; and

(p) the applicant’s current certificate for possible
amendment .

{g) the nu r of e most re t order of the Commission
establishin r angi he appli t's s and charges.

{r) an affidavit that the utility has tariffs and annual
reports on file with the Commission.

{(4)42+ Each utility proposing to delete a portion of its
service area shall submit the following:

(a) the utility’s complete name and address;

(b) a description of the territory proposed to be deleted,
using township, range and section references;

(c) one copy of a detailed system map showing the existing
lines, treatment facilities, and territory served. The map shall
be of sufficient scale and detail to enable correlation with the

legal description of the territory;
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(d) the number of current active connections within the
territory to be deleted;

(e) one copy of the official county tax assessment map, or
other map, showing township, range, and section with a scale ¢ ch
as 1"=200' or 1"=400', with the territory proposed to be delec .4
plotted thereon by use of metes and bounds or quarter sections, a.
with a defined reference point of beginning.

(£) a statement specifying the reasons for the proposed
deletion of territory;

(g) a statement indicating why the proposed deletion of
territory is in the public interest;

(h) a statement as to the effect of the proposed deletion on
the ability of any customer or potential customer to receive water
and wastewater service, including alternative source(s) of service;

(i) the original and two copies of sample tariff sheets
reflecting the revised service area; and

(j) the applicant's current certificate for possible
amendment .

(k) the number of the most recent order of the Commission
establishing or changing the applicant’s rates and charges.

(1) an affidavit that the utility has tariffs and annual
reports on file with the Commissicn.
Specific Authority: 367.121, F.S.
Law Implemented: 367.045, F.S.

History: New 1/27/91, Amended
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25-30.037 Application for Authority to Transfer.
(1) i -ul 1i to anv application for the transfer of

an _existing water or wastewater system, regardless of whether

service is currently being provided. This rule does not apply

wiere the transfer is of an exempt or non-jurisdictional system and
will result in the system continuing to be exempt from or not
subject to Commission jurisdiction. The application for transfer
may result in the transfer of the seller’s existing certificate,
amendment uyer’s certifica ¥ grantin an _initial

certificate to the buver.

(2) 44 Each application for transfer of certificate of
authorization, facilities or any ©portion thereof, to a
non-governmental entity shall include the following information:

(a) the complete name and address of the seller &xansferer;

(b) the complete name and address of the buyver transfexee;

(c) the nature of the Dbuyer’'s &ransfereels business
organization, i.e., corporation, partnership, limited partnership,
sole proprietorship, or association;

(d) the name(s) and address(es) of all of the buyer’s
transfereeles corporate officers, directors, partners or any other
person(s) who will own an interest in the utility;

(e) the date and state of incorporation or organization of
the buyer—transfexee;

(f) the names and locations of any other water or wastewater

er—water—and—wastewater utilities owned by the buyer &rarnsferee;
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(g) a copy of the contract for sale and all auxiliary or

supplementa ree ts, which shall include, if applicable:
X purchase price and terms of payment; ard

2. a list of and the dollar amount of the assets purchased
and liabilities assumed or not assumed, including those of non-
requlated operations or entities; and

3. a description of all consideration between the parties,
for example, promised salaries, retainer fees, stock, stock
options, assumption of obligations.

(h) the contract for sale shall alsc provide for the

disposition, where applicable, of the following:

1. customer deposits and interest thereon;
2 any guaranteed revenue contracts;

3 developer agreements;

4. customer advances;

B debt of the utility;

(- leases;

(i) a statement describing the financing of the purchase;

(j) a statement indicating how the transfer is in the public
interest, including a summary of the buyer’s £ransfereels
experience in water or wastewater utility operations, a showing of
the buyer’s &ramsfereetls financiz. ability to provide service, and
a statement that the buver &xansfexee will fulfill the commitments,
obligations and representations of the seller &ransferer with

rega E ility matters;
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(k) a list of all entities upon which the applicant is
relying to provide whieh-have previded—erwill—previde, funding to
the buver &xansfexree, and an explanation of the manner and amount
of such fundi which shall include their financial statements and
copies of any financial agreements with the utility. This
requirement shall not apply to any person or entity holding less
than 10 nt o ip interest in the utility;

(1) the proposed net book value of the system as of the date
of the proposed transfer. The net book value shall be calculated
in a rdan with Rule -30.0371 .A.C. If rate base has been
established by this Commission, state impdieate the order number and
date issued and identify all adjustments made to update this rate
baée to the date of transfer;

(m) a statement setting out the reasons for the inclusion of
an acquisition adjustment, if one is requested;

(n) if the books and records of the seller txansferer are not

available for inspection by the Commission or are not adeguate for

purposes of establishing the net boock value of the system, a

statement by the buyer +&xarnsferee that a good faith, extensive

effort has been made to obtain such books and records for

inspection by the Commission and detailing the steps taken to

obtain the ks and records;
(o) a statement from the buyer that it has obtained or will
o in i f all of t fed 1l income tax returns of the
eller tility w fir stablished, or rate
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base w tablish b he Commission or, if the tax returns

have not been obtained, a statement from the buver detailing the
steps taken to obtain the returns;

(p) a_ statement from the buyer that after reasonable

investigation the svystem ein acquir ears to be in
satisfactory condition and in compliance with all applicable
standards set by the Department of Environmental Protection (DEP)

or, if the system is in need of repair or improvement, has any

outstanding Notice of Violation of any standard set by the DEP or
any outstanding consent orders with the DEP, the buyer shall
provide a list of the improvements and repairs needed and the

approximate cost to make them, a list of the action taken by the

utility with regard to the violation, a copv of the Notice of
Viclation a_co of th consent order nd a list of the

improvements and repairs consented to and the approximate cost to
make them;

{g)+4e+ evidence that the utility owns the land upon which the
utility treatment facilities are located, or a copy of an agreement
which provides for the continued use of the land, such as a 99-year
lease. The Commission may consider a written easement or other
cost-effective alternative;

{x)+4pr a statement rega:ding the disposition of any
outstanding regulatory assessment fees, fines, or refunds owed;

(s)+e> the original and two ccpies of sample tariff sheets

reflecting the change in ownership; and
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) =) the utility’s current certificate(s), or if not
available, provide an explanation of the steps the applicant took
to obtain the certificate(s).

3) =2+ In case of a change in majority organizational
control, the application shall include the following information:

(a) the complete name and address of the seller &he

Hepr—fer——and—teg—of——subseetion—{3});
(b) the complete name and address of the buyer a-ecepy—-ofthe
purchase—agreement;

(c) the name(s) and address(es) of all of the buver’'s

corporat fficers, directors, vartners and anv other person(s) who

will own an interest in the utility; a—statement—Efrom—the

- ) e ; . 3 11 o . 11+ ) ;
(d) the names and locations of any other water or wastewater

utilities owned by the buver if—the becks—and records—ef—the

(e) a statement describing the financing of the purchase;

(f) a statement describing hcw t ransfer is in the public
interest, including a summary of the buver’s experience in water or
wastewater utility operations, a showing of the buver’s fipancial
abilit vi i and a statement that the buyer wil
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fulfill the commitments, obligations and representations of the
seller with regard to utility matters;

(g) a list of all entities, including affiliates, that have

provided, or will provide, funding to the buver, and an explanation
of the manner and amount of such funding, which shall include their
financial statements and copies of any financial agreements with
the utility. This regquirement shall not apply to any person or

entity holding less than 10 percent ownership interest in the

utility;

(h) a statement from the buyer that after reascnable
investigation, the system being acquired appears to be in
satisfactory condition and in compliance with all applicable
standards set by the DEP or, if the system is in need of repair or

improvement, has anv outstanding Notice of Violation(s) of any

standard (s by the DEP or anv outstanding consent orders with

the DEP, t uyer shall provide a list of the improvements and

repairs nee and the approximate st to make them, a list of the
action taken by the utility with regard to the violations, a copy
of the Noti of Violation(s a _co of e nsent order and a
list of the improvements and repairs consented to and the

approximate cost;:

(i) evidence that the utili:y owns the land upon which the
utili r ment faciliti re located, or a copy of an agreement

which provides for the continued use of the land, such as a 99-vear

lease. Th mmi i ma si a wri n ment or oth
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c f ive a tive;

(i) the original wo copies of sample tariff sheets
reflecting the change in ownership;: and

(k) the utility’'s current certificate(s), or if not

available, the applicant shall provide an explanation ¢f the steps

the applicant too o obtain the certificate i

7 7 7 7 7 7

(4) 3+ Each application for transfer of certificate of
authorization, facilities, or any portion thereof, or majority
organizational control to a governmental authority shall contain
the following information:

(a) the name and address of the utility and its authorized
representative;

(b) the name of the governmental authority and the name and
address of its authorized representative;

(c) a copy of the contract or other document transferring the
utility system to the governmental authority;

{d) a list of any utility assets not transferred to th
overnmental authority if such remaining assets constitute a system

providing or proposing to provide water or wastewater service to

h i r mpensation;
(e)4e+ a statement that the governmental authority obtained,
from the utility or Commission, the most recent available income

and expense statement, balance sheet, statement of rate base for
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regulatory purposes, and contributions-in-aid-of-construction;

{£)+e)> the date on which the governmental authority proposes
to take official action to acquire the utility;

(g)l+4e¥> a statement describing the disposition of customer
deposits and interest thereon; and

(h)+&+ a statement regarding the disposition of any
outstanding regulatory assessment fees, fines or refunds owed.

(5) 4+ If a utility is transferring a portion of its
facilities to a governmental agency, it must provide the following
additional information:

(a) a description of the remaining territory using township,
range, and section references;

(b) one copy of the official county tax assessment map, or
other map, showing township, range, and section with a scale such
as 1"=200’ or 1"=400', with the remaining territory plotted thereon
by use of metes and bounds or quarter secticns, and with a defined
reference point of beginning.

(c) the original and two copies of sample tariff sheets
reflecting the remaining territory.

{(6)45)+ Upon its receipt of items required in (4)433(a), (b),
(c), amd (d), (e) and (f), the Commission will issuz an order
acknowledging that the facilities «r any portion thereof have been
acquired by the governmental authcrity.

{(7)46}+ Upon receipt of the items required in (4)-43+(g)+e+ and
(h)4+£> and, if applicable, (S)44+(a), (b), and (c), uper—payment—ef
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all-—regulatory —agsessment—fees —due—and—ewirng- and upon the

completion of all pending proceedings before the Commission, the

he utility’s

certificate will b amended or cancelled. Amendment or
ancel ion of tificate shall not affect the utility’s

obligation pursuant to Rule 25-30.120, F.A.C., Regulatory

Asgessment Fees.

Specific Authority: 367.121, F.S.
Law Implemented: 367.071 F.S.

History: New 1/27/91, Amended
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25-30.039 Application for Name Change.

(1) This rule shall apply to a certificated utility that
changes its name only, with no change in the ownership or control
of the utility or its assets.

(2) Each application for approval of a change in name of a
certificated utility shall include the following information:

(a) The complete name, address, and type of business entity
of the certificated utility;

(b) The proposed change in name and the type of business

entity under the new name;

(c) A statement setting out the reasons for the name change;

(d) The effective date of the name change;

(e) In the case of a corporation, limited partnership, or any

ther f entity that is chartered b h tate of Florida or
any other state, a copv of the certificate or other document issued

by the state showing its acceptance of the entity’s new name. In
addition, an officer of the entity shall provide a statement that
the ownership and control of the utility and its assets will not
change under the proposed name. In the case of a sole
proprietorship, general partnership, or any other tvpe of entity
not chartered by the State of Florida or any other state, a
statement, signed bv a duly author zed representative, that the
ownership and control of the utility and its assets will not change

u h (o) nam

(f) A proposed notice to be sent to the customers of the
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utility informing them of the change in utility name;

(g) An original and two copies of a proposed tariff

reflecting the name change, including all standard forms; and,
(h) The applicant’s current certificate.
(3) After the Commission staff approves the customer notice,
the utility shall send the approved customer notice to all existing

customers with the next reqular billing, advising them of the name
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change.
Specific Authority: 367.121, F.S.
Law Implemented: 367.121, F.S.

History: New.
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25-30.060 Application for Exemption £from Regulation or
Nonjurisdictional Finding.
(1) Each application for an exemption shall be filed in

original and two copies, execept—that—applicatiens—filed—under

:
g 7 7

apd—35—eepies+ with the Director, Division of Records and
Reporting, 101 East Gaines Street, Tallahassee, Florida 32399-
0870. Sample application forms may be obtained from the Division
of Water and Wastewater Sewer, Bureau of Certification, 101 East
Gaines Street, Tallahassee, Florida 32399-085068873.

(2) Each application for an exemption from regulation shall
contain the following information:

(a) The name of the system owner;

(b) The physical address of the system;

(c) The mailing address of the applicant, if different from
the system address;

(d) The name, address, and phone number of the primary
contact person for the exemption request;

(e) The nature of the applicant’s business organization,
e.g., corporation, partnership, limited partnership, sole
proprietorship, association; and

(£) A statement that the appl .cant is aware that pursuant to
Section 837.06, Florida Statutes, whoever knowingly makes a false
statement in writing with the intent to mislead a public servant in

the performance of his official duty shall be guilty of a
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misdemeanor of the second degree, punishable as provided in s.
775.082, s. 775.083, or 8. 775.084.

(3) Each application must specifically state which type of
exemption is being applied for and contain one of the following:

(a) For an exemption pursuant to Section 367.022(1), Florida
Statutes, a statement from the owner of the system that the system
is used solely to provide bottled water and that water is not
provided to customers through a water main or service pipe;

(b) For an exemption pursuant to Section 367.022(2), Florida
Statutes, a statement from the governmental authority specifying
the statutory authority for the governmental authority; that the
system 1is owned, operated, managed, or controlled by the
governmental authority; stating whether it provides water service,
wastewater service or both; and specifying the service area. The
applicant shall describe with particularity the nature of the
ownership, operation, management, and control of the system;

(c) For an exemption pursuant to Section 367.022(3), Florida
Statutes, a statement from the manufacturer that service is
provided solely in connection with its operations; stating whether
it provides water service, wastewater service or both; and
specifying the service area;

(d) For an exemption pursuant to Section 367.022(4), Florida
Statutes, a statement from the puklic lodging establishment that
service 1is provided solely in connection with service to its

guests; stating whether it provides water service, wastewater
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service or both; and specifying the service area;

(e) For an exemption pursuant to Section 367.022(5), Florida
Statutes, a statement from the landlord that it provides service
solely to tenants; that charges for service are non-specifically
contained in rental charges; stating whether it provides water
service, wastewater service or both; and specifying the service
area. A copy of the landlord’s most recent version of a standard
lease or rental agreement, stating-that-there is ne separate-charge
feor—water-service —wastewater-sexrviee—oexr—Ppoth, shall be submitied
with the application;

(f) For an exemption pursuant to Section 367.022(6), Florida
Statutes, a statement from the owner of the system that the system
has or will have the capacity to serve 100 or fewer persons;
stating whether it provides water service, wastewater service or
both; and specifying the service area. The applicant shall submit
documentation verifying the capacity of the system(s). For a
wastewater system, the capacity of both the treatment and disposal
facilities shall be documented;

(g) For an exemption pursuant to Section 367.022(7), Florida
Statutes, a statement from the corporation, association, or
cooperative that it is nonprofit; that it provides service solely
to members who own and control 1i'; stating whether it provides
water service, wastewater service or both; specifying who will do
the billing for such service; and specifying the service area. The

applicant must submit its articles of incorporation as filed with
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the Secretary of State and its bylaws, which documents must clearly
show the requirements for membership, that the members’ voting
rights are one vote per unit of ownership, and the circumstances
under which control of the corporation passes to the non-developer
members. Control of the corporation must pass: 1) at 51 percent
ownership by the non-developer members or, 2) at some greater
percentage delimited by a time period not to exceed 5 years from
the date of incorporation. The applicant must provide proof of its
ownership of the utility facilities and the land upon which the
facilities will be located or other proof of its right to continued
use of the land, such as a 99-year lease. The Commission may

consider a written easement or other cost-effective alternative;

(h) For an exemption pursuant to Section 367.022(8), Florida
Statutes, a statement from the reseller that service is provided at
a rate or charge that does not exceed the actual purchase price;
stating that the reseller is aware of the requirements of Rule 25-
30.111, Florida Administrative Code; stating that the reseller is

aware of the requirements of Section 367.122, Florida Statutes, and

Rules 25-30.262, .263, .264, .265, .266 and .267, Florida

Administrative Code, relating to examination and testing of meters;

stating whether it provides water service, wastewater service or
both; and specifying the service area. The reseller must also
provide the name of the utility providing service to it and that
utility’s current rates and charges. The reseller must submit a

schedule of all of its proposed rates and charges, an explanation
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of the proposed method of billing customers, separately, for both
water and wastewater, and a schedule showing that the amount billed
will not exceed the amount paid for water, wastewater, or both;

(i) For an exemption pursuant to Section 367.022(9), Florida
Statutes, a statement from the owner of the wastewater system that
the system is primarily for the treatment of wastewater other than
domestic wastewater, such as runoff and leachate from areas that
receive pollutants associated with industrial or commercial
storage, handling or processing; identifying the principal source
or nature of such wastewater; and specifying the service area;

(J) For a nonjurisdictional finding pursuant to Section
367.021(12), Florida Statutes, a statement from the system owner
stating that it does not charge for providing utility service;
specifying how operational costs of providing service are treated
or recovered; stating whether it provides water service, wastewater
service, or both; and specifying the service area.

Specific Authority: 367.121(1), F.S.
Law Implemented: 367.021(12), 367.022, 367.031, F.S.

History: New 1/5/92, Amended
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25-30.090 ndonments .

(1) This rule applies to any person, lessee, trustee, or

receiver owning, operating. managing, or controlling a utility

which intends to abandon the utility. The provisions of this rule

are intended to prevent service interruptions to the utility

customers.

(2) The notice required by section 367.165, F.S., shall

include the following:
(a) The utilitv’s name and address;

(b) The person to contact regarding this notice, their

address and telephone number;

(c) The location of the utility’s books and records:

(d) The date of the notice;

(e) The date the utility will be abandoned;

(f) Whether the water system, wastewater system, or both are

to be abandoned;

(g) A _statement of the reason the utility is to be abandoned:

(h) A statement of the status of the utility with the

Department of Environmental Protection regarding outstanding

citation violation

(3) Within 10 days of the appointment of a receiver by the

circuit court, the receiver shall request from the Commission a

copy of the utility’'s tariff and mcst recent annual report.

{4) Within 90 days of the appointment of the receiver, the

receiver shall file a proposed tariff revision amending the title
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bage to reflect the name, address and telephone number of the

receiver, This shall not affect the certificated name of the
utility.

(5) During the pendency of the receivership, the receiver

shall be responsible for fulfilling the utility’s obligations

bursuant to Chapter 367, F.S., and Chapter 25-30, F.A.C. In no

event shall a receiver be held responsible for failure to provide

safe, efficient and sufficient service where such failure is

substantially caused by actions or omissions pre-dating appointment

of the receiver, unless the receiver is given reasonable

opportunity to rectify such failure.

(6) If the receiver appointed by the circuit court is a

governmental authorityv as defined bv section 367.021(7), F.S., the

governmental authority, upon request, shall be found exempt

Bursuant to section 367.022(2). F.S.

Specific Authority: 367.121, F.S.

Law Implemented: 367.165, F.S.

History: New.
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25-30.111 Exemption for Resale of Utility Service, Annual

Report.

Any person who has been granted an exemption from regulation

as_a reseller of xesells water or wastewater sewex service and
elaims—the—exemption provided for in subsection 367.022(8), F.s.,

shall file a report by March 31 of each year following the year for

which the exemption is claimed. The report shall contain the
following:
(1) A schedule, listing by month, the rates charged for and
total revenue received from the water or wastewater service sold.
(2) A schedule, listing by month, the rates charged and total
expense incurred for the purchase of the water or wastewater sewes
service,
(3) A statement listing the source from which the water or
wastewater sewer service was purchased.
Specific Authority: 367.121(1), F.S.
Law Implemented: 367.022(8), F.S.
History: New 3/26/81, Formerly 25-10.09, 25-10.009, Amended

11/9/86, p
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25-30.117 Accounting for Pension Costs.
Any utility that has an established defined benefit pension

lan as defin £ Financial Accounting Standard’s Board in the

Statement of Financial Accounting Standards No. 87, Emplovers'’

Accounting for Pensions (SFAS 87), dated December, 1985, shall

account for these costs pursuant to SFAS 87 as it applies to

business enterprises in general.
Specific Authority: 367.121, F.S.
Law Implemented: 367.121, F.S.

History: New
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25-30.135 Tariffs, Rules and Miscellaneous Requirements.

(1) Each utility shall adopt and file tariffs in accordance
with Chapter 25-9, Florida Administrative Code.

(2) No utility may modify or revise its rules or regulations
or its schedules of rates and charges until the utility files and
receives approval from the Commission for any such modification or
revision.

(3) Each utility shall maintain for customer inspection upon
request during regular business hours at its main in-state busiress
office, a current copy of Chapters 25-9, 25-22 and «5-30, Florida
Administrative Code, a_current copy of Chapter 367, F.S., and a
copy of the utility’s current tariffs, and current developer
agreements. The Commission shall provide current copies of the
above rules and statute to each utility rwles—regulations—and
sehedules—

Specific Authority: 367.121, F.S.
Law Implemented: 367.081, F.S.
History: Amended 9/12/74, Formerly 25-10.41, 25-10.041, Amended

11/9/86, .
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25-30.320 Refusal or Discontinuance of Service.

(1) Until adequate facilities can be provided, a utility may
refuse to serve an applicant if, in the best judgment of the
utility, it does not have adequate facilities, or supply to render
the service applied for, or if the service is of character that is
likely to affect unfavorably service to other customers.

(2) As applicable, the utility may refuse or discontinue
service under the following conditions provided that, unless
otherwise stated, the customer shall be given written notice and
allowed a reasonable time to comply with any rule or remedy any
deficiency:

(a) For noncompliance with or violation of any state or
municipal law or regulation governing such utility service.

(b) For failure or refusal of the customer to correct any
deficiencies or defects in his piping or equipment which are
reported to him by the utility.

(c) For the use of utility service for any other property or
purpose than that described in the application.

(d) For failure or refusal to provide adequate space for the
meter or service equipment of the utility.

(e) For failure or refusal to provide the utility with a
deposit to insure payment of bills in accordance with the utility'’s
regulation.

(f) For neglect or refusal to provide reascnable access to

the utility for the purpose of reading meters or inspection and
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maintenance of equipment owned by the utility.

(g) For nonpayment of bills or noncompliance with utility’s
rules and regulations in connection with the same or a different
type or a different class of utility service furnished to the same
customer at the same premises by the same or affiliated utility
only after there has been a diligent attempt toc have the customer
comply, including at least 5 working days’ written notice to the
customers. Such notice shall be separate and apart from any bill
for service. For purposes of this subsection, "wcrking day" means
any day on which the utility’s office is open and the U.S. Mail is
delivered. A utility shall not, however, refuse or discontinue
service for nonpayment of a dishonored check service charge imposed
by the utility.

(h) Without notice in the event of a condition known to the
utility to be hazardous.

(i) Without notice in the event of tampering with regulators,
valves, piping, meter or other facilities furnished and owned by
the utility.

(j) Without notice in the event of unauthorized or fraudulent
use of service. Whenever service is discontinued for fraudulent
use of such service, the utility, before restoring service, may
require the customer to make at bis own expense all changes in
piping or equipment necessary to eliminate illegal use and to pay
an amount reasonably estimated as the deficiency in revenue

resulting £from such fraudulent use. Service shall not be
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disconti if rior to the arrival of the utility to discontinue
service, the customer has:

ai all fraudulent use of service;

demonstrated the fraudulent use has ceased;

aid all other applicable fees and charges; and

ol

the service condition allowing fraudulent use of service
has been rr e

(3) Service shall be restored when cause for discontinuance
has been satisfactorily adjusted.

(4) In case of refusal to establish service, or whenever
service is discontinued, the utility shall notify the applicant or
customer in writing of the reason for such refusal or
discontinuance. In all instances involving refusal or
discontinuance of service the utility shall advise in its notice
that persons dissatisfied with the utility’s decision to refuse or
discontinue service may register their complaint with the utility'’'s
Customer Relations Personnel and to the Florida Public Service
Commission at 1-800-342-3552, which is a toll free number.

éS) The following shall not constitute sufficient cause for
refusal or discontinuance of service to an applicant or customer:

(a) Delingquency in payment for service by a previous occupant
of the premises unless the current applicant or customer occupied
the premises at the time the delinguency occurred and the previous
customer continues to occupy the premises and such previous

customer will receive benefit from such service.
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(b) Failure to pay for appliances or equipment purchased from
the utility.

(c) Failure to pay for a different class of service, except
where two or more classes of service are rendered to the same
customer at the same premises.

(d) Failure to pay the bill of another customer as guarantor
thereof.

(e) Failure to pay a dishonored check service charge imposed
by the utility.

(6) No utility shall discontinue service to any customer,
between 12:00 noon on a Friday and 8:00 a.m. the following Monday
or between 12:00 noon on the day preceding a public holiday and
8:00 a.m. the next working day; provided, however, that this
prohibition shall not apply when:

(a) Discontinuance is requested by or agreed to by the
customer; or

(b) A hazardous condition exists; or

(c) Meters or other utility-owned facilities have been
tampered with; or

(d) Service is being obtained fraudulently or is being used
for unlawful purposes.

Specific Authority: 367.121, F.S.
Law Implemented: 367.081, 367.12., F.S.
History: Amended 9/12/74, 4/3/80, formerly 25-10.74, 25-10.074,

Amended 11/9/86, 1/1/91, 1/11/93,
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25-30.335 Customer Billing.
(1) Except as provided in this rule, a utility shall render

bills to customers at regular intervals, and each bill shall

indicate: the billing period covered; the applicable rate
schedule; beginning and ending meter reading; the amount of the
bill" - y= oo ‘-; ' = - i - 3 . '-‘- —ywaw - dHses B -

pepattyr—and—final—digcount—er—penaltty dater—and the delinguent
date or the date after which the bill becomes past due; and anv
authorized late payment charge.

(2) If the utility estimates the bill, the utility shall
indicate on the bill that the amount owed is an estimated amount.

(3) When service is rendered for less than 50 £if&y percent
of the normal billing cycle, the utility shall prorate the base
facility charges as though the normal billing cycle were 30 thixty
days, except that the utility may elect not to issue an initial
bill for service if the service is rendered during a time pericd
which is less than 50 £if&¥ percent of the normal billing cycle.
Instead, the utility may elect to combine the amount owed for the
service rendered during the initial time period with the amount
owed for the next billing cycle, and issue a single bill for the
combined time period. For service taken under flat rate schedules,
50 £ifey percent +56%- of the normel charges may be applied.

(4) A utility may not consider a customer delinguent in
paying his or her bill until the 21st &wenty—fixst day after the

utility has mailed or presented the bill for payment.
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(5) Each utility shall establish each point of delivery as an
independent customer and shall calculate the amount of the bill
accordingly, except where physical conditions make it necessary to
use additional meters or points of delivery for one class of
service to a single customer on the same premises, or where such
multiple meters or delivery points are used for the convenience of
the utility.

(6) A wutility may not incorporate municipal or county
franchise fees into the amount indicated as the cost for service on
the customer’s bill. Rather, the utility shall show any such
franchise fee as a separate item.

(7) The utility shall maintain a record of each customer'’s
account for the most current 2 &£we years so as to permit
reproduction of the customer’s bills during the time that the
utility provided service to that customer.

(8) In the event of unauthorized use of service by a
customer, a utility may bill the customer on a reasonable estimate
of the service taken. In addition, the utility may assess a fee to
defray the cost of restoring service to such a customer provided.
that the fee is specified in the utility’s tariff.

(9) If a utility utilizes the base facility and usage charge
rate structure and does not have 2 Commission authorized vacation

rate, the utility shall bill the customer the base facility charge

regar s whether there is an sage.

Specific Authority: 367.121, F.S.
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Law Implemented: 367.121, F.S.

History: Amended 9/14/75, 6/21/79, formerly 25-10.97, Transferred

from 25-10.097 and 25-10.111, and Amended 11/9/86, Amended
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25-30.360 Refunds.

(1) Applicability. With the exception of deposit refunds,
all refunds ordered by the Commission shall be made in accordance
with the provisions cf this Rule, unless otherwise ordered by the
Commission.

(2) Timing of Refunds. Refunds must be made within 90 wine&y
4983 days of the Commission’s order unless a different time frame

is prescribed by the Commission. A timely motion for

reconsideration temporarily stays the refund, pending the final

order on the motion for reconsideration. Urnless—a—stayhas—been

siming—eof—the—refund- In the event of &£hat a stay is—granted

pending reconsideration, the timing of the refund shall commence
from the date of the order disposing of any motion for
reconsideration. This rule does not authorize any motion for
reconsideration not otherwise authorized by Chapter 25-22, Florida
Adminis;rative Code.

(3) Basis of Refund. Where the refund is the result of a
specific rate change, including interim rate increases, and the
refund can be computed on a per customer kasis, that will be the
basis of the refund. However, where the refund is not related to
specific rate changes, such as a refund for overearnings, the
refund shall be made to customers of record as of a date specified

by the Commission. In such case, refunds shall be made on the
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basis of usage. Per customer refund refers to a refund to every
customer receiving service during the refund period. Customer of
record refund refers to a refund to every customer receiving
service as of a date specified by the Commission.

(4) Interest.

(a) In the case of refunds which the Commission orders to be
made with interest, the average monthly interest rate until refund
is posted to the customers account shall be based on the 30 &hixty
436+ day commercial paper rate for high grade, unsecured notes sold
through dealers by major corporations in multiples of $1,000 as
regularly published in the Wall Street Journal.

(b) This average monthly interest rate shall be calculated
for each month of the refund period:

1. By adding the published interest rate in effect for
the last business day of the month prior to each
month of the refund period and the published rate
in effect for the last business day of each month
of the refund period, divided by 24 &wenty—four
424+ to obtain the average monthly interest rate;

2. The average monthly interest rate for the month
prior to distribution shall be the same as the last
calculated average monthly interest rate.

(c) The average monthly interest rate shall be applied to the
sum of the previous month’s ending balance (including monthly

interest accruals) and the current month’s ending balance divided
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by 2 &we—{2} to accomplish a compounding effect.

(d) Interest Multiplier. When the refund is computed for
each customer, an interest multiplier may be applied against the
amount of each customer’s refund in lieu of a monthly calculation
of the interest for each customer. The interest multiplier shall
be calculated by dividing the total amcunt refundable to all
customers, including interest, by the total amount of the refund,
excluding interest. For the purpose of calculating the interest
multiplier, the utility may, upon approval by the Commission,
estimate the monthly refundable amount.

(e) Commission staff shall provide applicable interest rate
figures and assistance in calculations under this Rule upon request
of the affected utility.

(5) Method of Refund Distribution. For those customers still
on the system, a credit shall be made on the bill. In the event
the refund is for a greater amount than the bill, the remainder of
the credit shall be carried forward until the refund is completed.
If the customer so requests, a check for any negative balance must
be sent to the customer within 10 &es—+383+ days of the request.
For customers entitled to a refund but no longer on the system, the
company shall mail a refund check to the last known billing address
except that no refund for less then $1.00 will be made to these
customers.

(6) Security for Money Collected Subject to Refund. 1In the

case of money being collected subject to refund, the money shall be
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secured by a bond unless the Commission specifically authorizes
some other type of security such as placing the money in escrow,
approving a corporate undertaking, or providing a letter of credit.
The company shall provide a report by the 20th of each month
indicating the monthly and total amount of money subject to refund
as of the end of the preceding month. The report shall also
indicate the status of whatever security is being used to guarantee
repayment of the money.

(7) Refund Reports. During the processing of the refund,
monthly reports on the status of the refund shall be made by the
20th of the following month. In addition, a preliminary report
shall be made within 30 &hirxty—{36}) days after the date the refund
is completed and again 90 days thereafter. A final report shall be
made after all administrative aspects of the refund are completed.
The above reports shall specify the following:

(a) The amount of money to be refunded and how that amount
was computed;

(b) The amount of money actually refunded;

(c) The amount of any unclaimed refunds; and

(d) The status of any unclaimed amounts.

(8) Any wunclaimed refunds shall be treated as cash

contributions-in-aid-of-construction.
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R e

Specific Authority: 350.127(2), F.S.

Law Implemented: 367.081(6), 367.082(2),

F.S.

History: New 8/17/83, Formerly 25-10.76,

11/9/86,
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25-30.430 Test Year Approval.

(1) Prior to the filing of an application for a general rate
increase a utility shall submit to the Commission a written request
for approval of a test year, supported by a statement of reasons
and justifications showing that the requested test year is
representative of utility operations. The Commission Chairman will
then approve or disapprove the request within 30 days from the
receipt of the request. In disapproving the requested test year,
the Chairman may suggest another test year. Within 30 days of the
Chairman’s approval or disapproval of a test year, upon request of
any interested person the full Commission may review the Chairman’'s
test year decision.

(2) Each applicant for test year approval shall submit the
following information in its written request to the Chairman:

(a) A statement explaining why the requested test year is
representative cof the utility’s current operations.

(b) A general statement of major plant expansions or changes
in operational methods which:

1. Have occurred in the most recent 18 months or since the
last test year, whichever is less;

2., Will occur during the requested test year.

(c) A general statement of all known estimated pro forma
adjustments which will be made to the requested test year amounts.

(d) If a projected test year is regquested, provide an

explanation as to why the projected period is more representative
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of the utility’s operations than a historical period.

(3) Any requests for extensions of time toc file the

application ade to the Director, Division of Water and
Wastewater. o ood cause shown and if the extension will not
cause th v s ar to unrepresentative, the Director

shall grant an extension in writing. Is—the—test—year—approval

Specific Authority: 367.121, F.S.

Law Implemented: 367.081, F.S.
History: New 6/10/75, BAmended 6/13/79, 3/26/81, 9/27/83,

Transferred from 25-10.175 and Amended 11/9/86, 6/25/90,

CODING: Words underlined are additions; words in
seruele—through type are deletions from existing law.

- 66 =



10
11
12
13
14
15

16

20
21
22
23
24

25

25-30.433 Rate Case Proceedings. In a rate case proceedin

the following provisions shall applv, unless the applicant or any

intervenor demonstrates that these rules result in an unreasonable

burden. In these instances, fully supported alternatives will be
considered b mmission. Any alternatives proposed by the

utility must be filed with the minimum filing reguirements.
(1) The Commission in every rate case shall make a

determination ity of service provia the utility.

This shall be derived from an evaluation of three separate

components of water and wastewater utility operations: guality of

utility’s product (water and wastewater) ; operational conditions of
utility’s plant and facilities; and the utility’s attempt to
address customer satisfaction. Sanitary surveys, outstanding
citations, wviolations and consent orders on file with the
Department of Environmental Protection (DEP) and county health

departments (HRS r lack thereof over the preceding 3-year period

shall also e cC idered. DEP and HRS officials’ testimon
concerning guality of service as well as the testimony of utility’s

customers shall be considered.

(2) Worki apit for Class A utilities shall be calculated
using the balance sheet apporoach. Working capital for Class B and
C utilities shall be calculated using the formula method (one-
eighth of operation and maintenance expenses).

(3) Reserved.

(4) The averaging method used by the Commission to calculate
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ra ase and i hall 3-month average for Class
A utilities and the simple beginning and end-of-year average for
Class B and C utilities.

(5) Non-used and useful adjustments shall be applied to the

applicable depreciation expense. Property tax expense on ncn-used

and useful ant shall not be allowed.
(3 hari le contributions shall not be recovered through
rates.
(7) Income tax expense shall not be allowed for Subchapter S
corporations, partnerships or sole proprietorships.

(8) Non- urring e ses shall be amortized over a S-vear

period unless a shorter or longer period of time can be justified.

(8) The amortization period for forced abandonment or the

prudent retirement, in accordance with the National Asscciation of
Requlatory Utility Commissioners Uniform System of Accounts, of
plant assets prior to the end of their depreciable life shall be
calculated aking the ratio of the net loss (original cost less
accumulated depreciation and contributions-in-aid-of-construction
(CIAC) plus accumulated amortization of CIAC plus any costs

incurred to move the asset less an alvage value) to the sum of

the annual depreciation expense, net of amortization of CIAC, plus

n _amoun 1 he r o urn that would have been allowed
on the net invested plant that wculd have been included in rate
efore t abando or retirement. This formula shall be

d unle ifi ircumsta rrounding the abandonment
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or retiremen emonstrate a more appropriate amortization period.
(10) ility is r ired to own the land upon which the

utility treatment facilities are located, or possess the right to

the continued use of the land, such as a 99-vear lease. The

Commission may consider a written easement or other cost-effective
alternative.

(11) In establishing an authorized rate of return on common
equit a utilit in lieu of presenting evidence, may use the

current leverage formu adopted b ommission order. The equit

return established shal based on the equity leverage order in
effect at the time the Commission decides the case.

(12) Nonutility investment should be removed directly from
equity when reconciling the capital structure to rate base unless

the utility can show, through competent evidence, that to do

otherwise w d result in more itable determination of the
cost of capital for requlatory purposes.

(13) Interest expense to be included in the calculation of

income tax expense shall be the amount derived by multiplving the

amount o he debt components of the reconciled capital structure

times the average weighted cost of the respective debt components.

In est ha include an amount for the parent debt
justment i ose ca vere le 25-14.004. Interest
shall also be imputed on deferred investment tax credits in those
cases covered by 26 CFR Part 1., s. 1.46-6(b) (2) (3 3) and (4) (ii
i ed Ma ctiv or pr structed or
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acquired on or after August 15, 1971.

Specific Authority: 367.121, F.S.
Law Implemented: 367.081, F.S.

History: New.
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25-30.434 i ion for Allowance For Funds Prudentl

Invested (AF es.
(1) An Allowance For Funds Prudently Invested (AFPI) charge
i i which allows a utilit he rtunity &t arn a

fair rate of return on prudently constructed plant held for future

use from the future customers to be served by that plant in the

form o aid by those customers.

(2) Each application for AFPI charges shall comply with the
notice requirements specified in Rule 25-22.0408, F.A.C.

{3) Each application for AFPI charge hall provide the
following i rmation. If anv of the following item o not appl
to the applicant, the applicant shall state the reason it does not
apply.

(a) The applicant’s name and address.

(b) A statement describing how the noticing reguirements have

been co i wi including a co of the actual notice(s).

(c) The numbers of all Commission order(s) that:

,H

previously established customer rates for the applicant
either in a rate case or a reverse make-whole proceeding; and

established AFPI charges for th licant.

 ?

Th char all e calculated for ne equivalent
residential nnection R n a monthly basis up to the time the
utility reaches the designed capacity of the plant for which the
char lies. he charges shall cea when the plant has reached

. jaas ; .
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(e) A statement explaining the basis for the regquested
charges and conditions.

(f) Th ollar amount of the non-used and useful plant and
the accumulated depreciation, and the methodology used to determine
these amounts. The net of these two amounts shall be considered
the cost of qualifying assets. Separate balances for plant and for
accumulated eciation shall be reported for the water treatment
plant, wastewater treatment plant, water transmission and
distribution system and wastewater collection system.

(q) The plant capacity related to each of the systems in (f)

above and t method used to d rmine th mount .

(h) The number of future customers in number of ERCs related

to the non-used and useful plant by system.

(i) The amount of epreciation expense and composite
depreciation rate relat to the non-used and useful lant b
system.

(i) The overall rate of return reguested for the AFPI charge
and the workpapers supporting the calculation.

(k) The last authorized rate of return on eguity and

references to the docket number of the last rate case and the
resulting order.

(1) The state and federal income tax rates reaquested for
calculating the AFPI charge.

(m) All other costs such as non-used and useful property

taxes and operation and maintenance expenses removed in the last
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rate case.

{n) The test year to be used in the calculation, the month
that the utility expects the charge to go into effect and the
number of vears the utility expects to collect the charge. Provide
a detailed explanation of why the number of vears to collect the
charge represents a reasonable and prudent management decision in
the construction of plant.

(o) The workpapers and calculations used to develop the
roposed AFPI ch e. The utilitvy may obtain a diskette that

outlines the calculation and schedules to be used by calling or

writing the Bureau of Economic Regulation, Division of Water and

Wastewater, 904/488-8482. The required schedules that shall be

submitted are "AFPI Fili hedules", Commission Form PSC/WAW 26
incorpo eference int is rule and are as
follows:

Schedule 1 - Li of Information Imputed Into Calculation
Schedule 2 - Calculation Of Carrying Costs Per ERC
Schedule 3 - Calculation Of Carrying Costs Per ERC Per Year

Schedule 4 - Calculation Of Carrving Costs Per ERC Per Month

The form may be obtained from the Commission’s Division of Water

and Wastewater, 101 East Gaines Street, Tallahassee, Florida 32399-

0850.

(p) The revised or origina_. tariff sheets necessary to
inc orate the AFPI ch into the tariff.
(4) Th i in for accruin he AFPI char shall
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agree with the month following the end of the test year that was

used to establish the amount of non-used and useful plant. If any

connections have been made between the beginning date and the

effective date of the charge, no AFPI will be collected from those
connections.

(5) Unless the utility demonstrates that the S-vear period is
in ri it i rudent for a utility to have an investment in
future use plant for a period of no longer than 5 vears beyond the
Lest vear.

(6) For utilities that have non-used and useful plant to be

held for periods longer than what is determined to be prudent, the
AFPI char wi a accruing charges and will remain constant
after the accrual period, established by the Commissicon, has

expired. The utility can continue to collect the constant charge
until all ERCs projected in the calculation have been added.
Specific Authority: 367.121, F.S.

Law Implemented: 367.121, F.S.

History: New.
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25-30.436 General Information and Instructions Required of
Class A and B Water and Wastewater Sewex Utilities in an
Application for Rate Increase.

(1) Each applicant for a rate increase shall provide the
following general information to the Commission:

(a) The name of the applicant as it appears on the
applicant’s certificate and the address of the applicant’'s
principal place of business;

(b) The type of business organization under which the
applicant’s operations are conducted; if the applicant is a
corporation, the date of incorporation; the names and addresses of
all persons who own 5 percent % or more of the applicant’s stock or
the names and addresses of the owners of the business.

(c) The number of the Commission order, if any, which
previously considered the applicant’s rates for the system(s)
involved.

(d) The address within the service area where the application
is available ﬁpr customerLts inspection during the time the rate
application is pending.

(e) Where the utility requests rates which generate less than
a fair rate of return, it must provide a statement of assurance
that its quality of service will not suffer.

(f) An affidavit signed by an officer of the utility that
states that the utility will comply with Rule 25-22.0407 25—

22084686, F.A.C.
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(g) A statement as—e whether the applicant requests to have
the case processed using the proposed agency action procedure
outlined in section 367.081(8), F.S. 3589

(2) The applicant’s petition for rate relief will not be
deemed filed until the appropriate filing fee has been paid and all
minimum filing requirements have been met, including filing of the
applicant’s prepared direct testimony where—appropriate unless the
applicant has filed its petition pursuant to section 367.081(8

F.S. At a minimum, the direct testimony shall explain why the rate

increase is necessary and address those areas anticipated at the

time of filing to be at issue.

(3) The applicant shall state any known deviation from the
policies, procedures and guidelines prescribed by the Commission in
relevant rules or in the company’s last rate case.

(4) In the rate case application:

(a) Each schedule shall be cross-referenced to identify
related schedules as either supporting schedules andfor recap
schedules.

(b) Each page of the filing shall be consecutively numbered
on 8 1/2 x 1l-inch paper.

(c) Except for handwritten official company records, all data
in the petition, exhibits and minimum filing requirements shall be
typed.

(d) Sixteen copies sghall are—reguixed—te be filed with the
Commission's éireetdy—with—the Division of Records and Reporting,
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except as specifically identified in (4) (h) below or in Rule

25-30.437, 25-30.4385 or 25-30.440, F.A.C.

(e) Whenever the applicant proposes any corrections, updates
or other changes to the originally filed data, 20 &westy—{25+
copies shall be filed with the Division of Records and Reporting

with copies also served on all parties of record at the same time.

(f) If the capital structure contains zero or negative

equity, a return on equity shall be requested, which shall be the

maximum of the return of the current equity leverage formula

establishe b order of his Commission ursuant to section

367.081(4), F.S.

(g) The provisions of Rule 25-30.433 shall be followed in
preparing the utility’s application.

(h) Any system that has costs allocated or charged to it from
a parent, g:filiétg or related party, in addition to those costs
reported on edu -12 of Commission Form PSC/WAW 19 for a Class
A utilit or PSC/WAW 20 for a Class B utilit incorporated b

reference in Rule 25-30.437) shall file three copies of additional

schedules that show the following information:

1z The total costs being allocated or charged prior to anv

allocation or charging as well as the name of the entity from which

the ¢ re being allocated or charged and its relationship to
the utility.

2 For costs allocated or charged to the utility in excess
of one percent of test vear revenues:
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a. a detailed description and itemization; and

b mount of each itemized cost.

3. The allocation or direct charging method used and the
as for i that method.

4. The workpapers used to develop the allocation method,

includin ut not limited to the numerator and dencminator of each
allocation factor.
Se The workpapers used to develop, where applicable, the

basis for the direct charging method.

6. An organizational chart of the relationship between the
utility and its parent and affiliated companies and the

relationship of any related parties.

T.. A copy of any contracts or agreements between the utility
and its parent or affiliated companies for services rendered

between or among them.

(i) For any land recorded on the utilitv’s bocks since rate

base was 1 established, the utilit hall file copies of the

documents that demonstrate that the utility owns the land upon

which the utility treatment facilities are located, or that
provides for the continued use of the land, such as a 99-vear
lease. The Commission may consider a written easement or other

cost-effective alternative.

(5) Commission Designee. The Director of the Division of
Water and Wastewater Sewer shall be the designee of the Commission

for purposes of determining whether the applicant has met the

CODING: Words underlined are additions; words in
seruek—through type are deletions from existing law.

- 78 -



10
11
12
13
14
15
16
120
18
19
20
21
22
23
24

25

minimum filing requirements imposed by this rule.

(6) Waiver of MFR Requirements. The Commission may grant a
waiver with respect to specific data required by this rule upon a
showing that the production of the data would be impractical or
impose an excessive economic burden upon the applicant. All
requests for waiver of specific portions of the minimum filing
requirements shall be made as early as practicable.

(7) Within 60 days after the issuance of a final order

entered in response to an application for increased rates, or, if

in response to a motion for reconsideration of the final order,

each utility shall submit a breakdown of actual rate case expense
incurred, in total, in a manner consistent with Schedule No. B-10
PSC/WAW Form 19 or 20, whichever is applicable, as described in

Rule 25-30.437). If the deadline prescribed above cannot be met

an extension shall be granted by the Director of the Division of

Water and Wastewater for good cause shown.
Specific Authority: 367.121, F.S.

Law Implemented: 367.081, 367.121, F.S.

History: New 11/9/86, Amended 6/25/90,
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25-30.437 Financial, Rate and Engineering Information
Required of Class A and B Water and Wastewater Sewex Utilities in

an Application for Rate Increase. Each Class A or B utility

applying appiieant for a rate increase shall provide the

information required by Commission Form PSC/WAW 19 | BECAWAS T

4slan ntitled "Class A Water and/or Wastewater Utilities

Financial, Rate and Engineering Minimum Filing Requirements", or

PSC/WAW 20 ( ). entitled "Class B Water and/or Wastewater
Utilities Financial, Rate and Engineering Minimum Filing

Requirements —Elass—Aand-BHeilities", whichever is applicable.

These forms are whieh—4s incorporated into this rule by reference
and——Fhe—£ferm may be obtained from the Director, Division of
Water and Wastewater Sewex, Florida Public Service Commission, 101

E. Gaines Street, Tallahassee, Florida 32399-0850688%3. In

compiling the required schedules, additional instructions are set
forth below:

(1) Each section of this form shall be indexed and tabbed,
including a table of contents listing the page numbers of each
schedule. '

(2) If information requested in the form described above is
not applicable to the applicant, so state and provide an
explanation of the specific schedule.

(3) If a projected test year is used, provide a complete set
of #ke Commission Form PSC/WAW 19 (for Class A utilities) or

PSC/WAW 20 (for C s utilities) PSEIRAS—ITF—6/98—entitled

CODING: Words underlined are additions; words in
struek—through type are deletions from existing law.

- 80 -



10

11

12

16

17

18

15

20

21

22

23

24

25

Y L + Ened ; - TEF A
Class—h—and—B—Utilities! (as described above) which require a
designation of historical or projected information. Such schedules
shall be submitted for the historical base year, and any vyear
subsequent to the base year and prior to the projected test year,
in addition to the projected test year. If no designation is shown
on a schedule, submit that schedule for the test year only. In
lieu of vidi a for the above r ired schedule

the information required can be combined on the same page by adding

additional columns. In the rate base schedules, Section A, the

beginning and end of vyear balances shall be shown. For any
intermediate period or vear, only the vyear-end balance shall be

shown. If—a—historicaltestyear isused—Cehedule B33 —wiltl not
be—reguired- A schedule sghall sheuld also be included which
describes in detail all methods and bases of projection, explaining
the justification for each method or basis employed. If an
historical test vear is used, Schedule E-13 is not reguired.

(4) Only two 2 copies of Schedule E-14, entitled Billing
Analysis Schedules, shall be filed with the application. Each copy
shall be submitted in a separate binder from the other required
information.

(5) 1If a petition for interim rates if filed, a utility shall
demonstrate that it is earning out:ide the range of reasonableness
on rate of return calculated in accordance with section Ehepte=

367.082(5), Florida Statutes. In doing such, the utility shall
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submit schedules of rate base, cost of capital and net operating
income on an historical basis, with schedules of all adjustments
thereto, consistent with Commission Form PSC/WAW 19 (for a Class A
utilit or PSC/WAW 20 (for a Class B utilit DEC WS T L S0,

(described above) .

(6) In proposing rates, the utility shall use the base
facility and usage charge rate structure, unless an alternative
rate structure is adequately supported by the applicant. The base
facility charge incorporates fixed expenses of the utility and is

m 5 i i i s
erson is a customer of the utili regardless of whether there is

any usage. The usage charge incorporates variable utility expenses

and is bill n a per 1,000 gallon or 100 cubic feet basis in
addition to the base facility charge. The rates are first
established with the 5/8 " x 4" meter as the foundation. For
meter sizes larger than 5/8", the base facili charge shall be
based on the usage characteristics.

Specific Authority: 367.121, F.S.

Law Implemented: 367.081, F.S.

History: New 6/10/75, Amended 10/16/77, 3/26/81, Formerly 25-

10.176, Amended 11/9/86, 6/25/90,
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25-30.4 Additiona Ra Information Reguired in
Application for Rate Increase. The utility shall file an original
and three copies of all revised tariff sheets for each service
cl ification in which n is proposed, except those tariff
sheets in whi [ n han is to the service rates.

Specific Authority: 367.121,F.S.
Law Implemented: 367.081, F.S.

History: New.
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Autherity—

Specific Authority: 367.121,F.S.

Law Implemented: 367.081, F.S.

History: New 11/9/86, Repealed.
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25-30.4415 Additional Information Required in Application for

Rate Increase by Utilities Seeking to Recover the Cost of

Investment in the Public Interest. If an applicant proposes to

include in its plant investment the cost of investment made in the

public interest pursuant to section 367.081(2), F.S., which

P

investment was or will be required by agency rule, regulation,
order or other requlatory directive, the applicant shall provide
the following information to the Commission:

{1) A co of h rule requlation order or other
L : i iv i will ir th
applicant to make the improvement or the investment for which the
applicant seeks recovery.

(2) An estima a professional engineer, or other person
knowledgeable in design and construction of water and wastewater
plant, to establish the cost of the applicant’s investment and the

eriod o ime require or completion of construction.

(3) An analysis showing the portion of the propcsed rate
increase that relatgs to the financial support for the investment
or improvement.

Specific Authority: 367.121, F.S.
Law Implemented: 367.081, F.S.

History: New
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25-30.443 Minimum Filing Requirements for Class C Water and
Wastewater Sewer Utilities.

(1) A Class C Utility seeking a rate increase shall submit an
application which contains the information required by Ruleg
25-30.436; 25-30.4385; 25-30.440; 25-30.4415 25—=0-44%; and
25-30.442.

(2) Each Class C Utility seeking a rate increase shall also
provide the information required by Commission Form PSC/WAS 18
(6/90), entitled "Financial, Rate and Engineering Minimum Filing
Requirements - Class C Utilities" which is incorporated into this
rule by reference. The form may be obtained from the Director,
Division of Water and Wastewater Sewexr, Florida Public Service
Commission, 101 E. Gaines Street, Tallahassee, Florida
32399-085068%3. In compiling the required schedules, additional
instructions are set forth below:

(a) Each section of this form shall be indexed and tabbed,
including a table of contents listing the page numbers of each
schedule.

(b) If information requested in the form described akove is
not applicable to the applicant, so state and provide an
explanation on the specific schedule.

(c) If a projected test year is used, provide a complete set
of the Commission Form PSC/WAS 18 (6/90), entitled "Financial, Rate
and Engineering Minimum Filing Requirements - Class C Utilities"

(as described above) which require a designation of historical or
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projected information. Such schedules shall be submitted for the
historical base year,and any projected year subsequent to the base
year and prior to the projected test year, in addition to the
projected year. If no designation is shown on a schedule, submit

that schedule for the test year only. In lieu of providing

separate pages for the above regquired schedules, the information
¥ ired C ined on the sam e adding columns. In

the rate base schedules, Section A, the beginning and end-of-vear
bal wn . in i eri r, onl
th ar-end balance shall shown. If a historical test year is

used, Schedule E-5 will not be required. A schedule sghall sheuld

also be included which describes in detail all methods and bases of
projection, explaining the justification for each method or basis
employed.

(d) Only two 2 copies of Schedule E-6, entitled Billing
Analysis Schedules shall be filed with the applicaticn. Each copy
shall be submitted in a separate binder from the other required

information.

(e) In designing rates, the bage facility and usage charge

rate structure shall be utilized for metered service.

(3) Within 60 days after the issuance of a final osder

en in ons an ication for increased rates, or, if
a i 1 within 60 da ter che issuance of an order entered

in response to a motion for reconsideration of such final order,

a ili mi k a 1l ¥ = ens

CODING: Words underlined are additions; words in
seruek—through type are deletions from existing law.

=« B7 =



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

incurred, in total, in a manner consistent with Schedule No. B-10

(PSC/WAS Form 19, as described in Rule 25-30.437). If this

deadline cannot be met, an extension shall be granted by the

Director of the Division of Water and Wastewater for good cause

shown.

(4) If a petition for interim rates is filed, a utility shall

demcnstrate that it is earning outside the range of reasonableness

on rate of return calculated in accordance with section 367.082(5),

F.S. To demonstrate thi the utili shall submit schedules of

rate base, cost of capital and net operating income on an

historical asis, with schedule £ al djustments thereto

consistent wi Commission F PSC/WAS 18 (6/90), described above.
{5) If awutility is reguesting uniform rates for systems that

are not a dy ¢ in in a iform rate the information

required by this rule must be submitted on a separate basis for

each system that has not already been combined in a uniform rate.

For thos m lreadv combined in a uniform rate, the utility

should submit the required information as a single system. At a

minimum, the following schedules of Form PSC/WAS 18 (6/90),
described above, s e filed on mbined basis for all systems

included in the filing: A-1, A-2, A-3, A-16, B-1, B-2, B-3, B-4,

B-5, B-10, B-11, B-12, plus all "C", "D" and "E" schedules (no "F"

sch les reguired
Specific Authority: 367.121, F.S.

Law Implemented: 367.081, F.S.
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History: New 6/25/90, Amended
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25-30.455 Staff Assistance in Rate Cases.

(1) Water and wastewater ubBtilities whose wikh total gross
annual operating revenues are ef $150,000 or less for water eaeh
service or $150,000 or less for wastewater service, pxewided or
$300,000 or less where—the services—are——combined on a combined
basis, may petition the Commission for staff assistance in rate
£ilings applications by submitting a completed staff assisted rate
case application. In accordance with section 367.0814 (4 F.S., a

waiv it igh Q pr s
by agreeing to accept the final rates and charges approved by the
Commissi u final fates and charges would produce less
revenue than the existing rates and charges. If a utility that
chooses to utilize the staff assistance option emplovs outside
experts to assist in developing information for staff or to assist
in evaluating staff's schedules and conclusions, the reasonable and

prudent expense will be recoverable through the rates developed bv

staff. A utility that chooses not to exercise the option of staff
assistance may file for a rate increase under the provisions of
Rule 25-30.443, F.A.C.

(2) Upon request, the Division of Water and Wastewater Sewes
shall provide the potential applicant with the appropriate
application form, Commission Form +PSC/WAS 2 (Rev. 11/86)_.

"Application for Staff Assisted Rate Case",3 which is incorporated

by reference in this rule, and a copy of Rule 25-30.455, F.A.C.,

v i i ca . The form may be obtained from
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the Commission’s Division of Water and Wastewater Sewex, 101 Fast
Gaines Street, Tallahassee, Florida 32399-0850835=.

(3) Upon completion of the form, the petitioner may return it
to the Director of Records and Reporting, Florida Public Service
Commission, 101 East Gaines Street, Tallahassee, Florida
32399-08708353.

(4) Upon receipt of a completed application, the Director of
Records and Reporting shall acknowledge its sweh receipt, assign a
docket number for identification, and shall forward the application
to a committee comprised of one member each of the Commission’s
Divisions of Water and Wastewater Sewer, Auditing and Financial
Analysis, and Legal Services.

(5) Within 30 days of receipt of the completed application,
the committee shall evaluate the application and determine the
petitioner’s eligibility for staff assistance.

(a) If the Commission has received four or more applications
in the previous 30 &hirty—436) days; or, if the Commission has 20
ewenty—{206+ or more docketed sStaff aAssisted rRate c€ases in
active status on the date the application 1is received, the
Commission shall deny initial evaluation of an application for
staff assistance and clecse the docket. When an application is
denied under the provisions of thic subsection, the applicant shall
be notified of the date on which the application may be
resubmitted.

(b) Initially, determinations of eligibility may be
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conditional, pending an actual examination of the condition of
petitioner’s books and records. After an initial determinaticn of
eligibility, the Division of Auditing and Financial Analysis
committee shall examine the books and records of the utility before
making a final determination of eligibility.

(c) All recommendations of inmereligibility shall be in
writing and shall state the 4ndieate deficiencies in the
application with reference tﬁ guidelines set out in subsection (8)
of this rule or with reference to subsection (11} of this rule.

(6) Upon reaching a decision to officially accept or deny the
application, the Director of the Division of Water and Wastewater
Sewer shall notify the petitioner by letter and initiate staff
assistance for the accepted applicant.

(7) The official date of filing will be 30 days after the
date of the letter notifving the applicant of the official
acceptance of the application by the Commission.

(8) 1In arriving at a recommendation whether to grant or deny
the petition, the following shall be considered:

(a) Whether the petitioner qualifies for staff assistance
pursuant to subsection (1) of this rule;

(b) Whether the petitioner’s books and records are organized
consistent with Rule 25-30.110, F.A.C., so as to allow commission
personnel to verify costs and other relevant factors within the
30-day time frame set out in this rule;

(c) Whether the petitioner has filed annual reports;
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(d) Whether the petitioner has paid applicable regulatory
assessment fees;

(e) Whether the petitioner has at least 1 ere year’s actual
experience in utility operation;

(f) Whether the petitioner has filed additiohal relevant
information in support of eligibility, together with reasons why
the information should be considered;

(g) Whether the petitioner has complied in a timely manner
with all Commission decisions and requests affecting water and
wastewater utilities for 2-&we years prior to the filing of the
application under review;

(h) Whether the utility has applied for a staff assisted rate
case within the 2-&#we year period prior to the receipt of the
application under review.

(9) The Commission will deny the application if a utility

does not remit the fee+ as provided by section 367.145, Florida

Statutes, and Rule 30.020(2)(f), F.A.C., within 30 days after
official acceptance.

(10) An aggrieved petitioner may request reconsideration which
shall be decided by the full Commission Ehairman.

(11) A petitioner may request a waiver of any of the

guidelines set out in subsection ‘8) of this rule.

(12) A substantially affected person may file a petition to
st e mmission’ roposed e action in a staff assisted
r withi a i ssu e of the Notice of Proposed
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CERTIFICATION OF
PUBLIC SERVICE COMMISSION

FORM TNCORPORATED BY REFERENCE IN RULE 25-30.437
FILED WITH THE DEPARTMENT OF STATE

Pursuant'r t.o Rule 1S-1.005, Florida Administrative Code, I
hereby certify that the attached is a true and complete copy of
Form PSC/WAS 19 ( / ), "Class A Water and/or Wastewater Utilities
Financial, Rate and Engineering Minimum Filing Requirements", which
is incorporated by reference in Rule 25-30.437, Florida
Administrative Code.

Under the provisions of paragraph 120.54(13)(a), F.S., the
incorporated material takes effect 20 days from the date filec with

the Department of State or a later date as set out below:

Effective:
(month) (day) (year)

(S EA L) : .

adp25-30.mrd



CLASS A _
WATER AND/OR WASTEWATER UTILITIES

FINANCIAL, RATE
AND ENGINEERING
MINIMUM FILING
REQUIREMENTS

OF

Exact Legal Name of Utility

FOR THE
TEST YEAR ENDED , 19

FORM PSC/WAW 19 ( / )



SCHED PAGE
Al 5
A2 6
A3 7
A4 8
A5 9
A6 12
A7 15
A8 16
A9 17
A-10 20
A-11 23
A-12 24
A-13 27
A-14 28
A-15 31
A-16 32
A-17 33
A-18 34
A-19 36
B-1 38
B-2 39
B-3 40
B4 41
B-5 42
B-6 43
B-7 44
B-8 45
B-9 46
B-10 47
B-11 48
B-12 49
B-13 50

B-14 51
B-15 52

Schedule of Rate Base - Water
Schedule of Rate Base - Sewer

Adjustments to Rate Base

Annual Plant Additions and Balances

Water Plant in Service By Primary Account

Sewer Plant in Service By Primary Account

Summary of Non-Used and Useful Plant

Annual Accumulated Depreciation Additions and Balances
Water Accumulated Depreciation By Frimary Account
Sewer Accumulated Depreciation By Primary Account
Annual CIAC Additions and Balances

CIAC By Classification

Annual Accumulated Amortization of CIAC Additions
and Balances

Accumulated Amortization of CIAC By Classification
Schedule of AFUDC Rates Used

Annual Advances For Construction Additions and Balances
Calculation of Working Capital Allowance
Comparative Balance Sheet - Assets
Comparative Balance Sheet - Liabilities

Operation and Maintenance Expenses By Month - Water
Operation and M aintenance Expenses By Month - Sewer
Comparative 0p=rauonandMunwnanccExpmu Water
Comparative n and Maintenance Expenses - Sewer
Schedule of Test Year Contractual Services
Analysis of Rate Case Expense

Analysis of Major Maintenance Projects - Water and Sewer
Schedule of Allocated Expenses

Depreciation ExpenseWater

Depreciation ExpenseSewer
Schedule of Taxes OtherThan Income

001



:
:

C1
C3
C-5
Cc7

C9
C-10

D-1
D-2
D3

D-5
D-7

E-10
E-11
E-12
E-13
E-14

F-1
F-2
F-3
F4

aNIIN3S ZAEDBBIRARY

RIRREVB2BIZIS

S28

b

DESCRIPTION OF SCHEDULE
INCOME TAX

General Instructions For Income Tax Schedules
Reconciliation of Total Income Tax Provision
State and Federal Income Tax Calculation - Current
Schedule of Interest In Tax Expense Calculation
Book/Tax Differences - Permanent

Deferred Tax

Accumulated Deferred Income Taxes
Investment Tax Credits
Parent(s) Debt Information
Income Tax Returns
Miscellaneous Tax Information

COST OF CAPITAL

Requested Cost of Capital

Reconciliation of Capital Structure to Requested Rate Base
Preferred Stock Outstanding

Short-Term Debt

Long-Term Debt

Variable Rate Long-Term Debt

Schedule of Customer Deposits

RATE SCHEDULES

Rate Schedule

Revenue Schedule At Present and Proposed Rates
Customer Monthly Billing Schedule

Miscellaneous Service Charges

Miscellaneous Service Charge Revenue

Public Fire Hydrants Schedule

Private Fire Protection Schedule

Contracts and Agreements Schedule

Tax or Franchise Fee Schedule

Service Availability Charges Schedule

Guaranteed Revenue Received Schedule

Class A Utility C.st of Service Study

Projected Test Y car Revenue Calculation

Billing Analysis $chedule

ENGINEERING SCHEDULES

Gallons of Water Pumped, Sold and Unaccounted For
Gallons of Wastewater Treated

Water Treatment Plant Data
Wastewater Treatment Plant Data
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SCHED PAGE

F-5
F-7
F-8

F-9
F-10

B8RS XREEX

DESCRIPTION OF SCHEDULE
ENGINEERING SCHEDULES (Continued)

Used and Useful Calculations - Water Treatment Plant
Used and Useful Calculations - Wastewater Treatment Plant
Used and Useful Calculations - Distribution and Collection
Systems

Margin Reserve Calculations

Equivalent Residential Connections - Water

Equivalent Residential Connections - Wastewater
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INSTRUCTIONS FOR COMPLETING THE MINIMUM FILING REQUIREMENTS FORMS
FOR CLASS A UTILITIES

. For all schedules which call for an average balance, provide the balance for the
the beginning of the test year, the end of the test year, and each intervening month.
This average balance is a thirteen month account balance for the test year.

The prescribed method of accounting for working capital is the Balance Sheet approach.

Be sure to include the date of the schedule at the top of each schedule where providad.
This is especially important in cases where a projected test year is employed.

Be sure to read Rule Sections 25-30.436 to 25—30.442 for additional MFR requirements.

Complete all schedules as instructed. If you have specific questions regarding any
schedule, please call the Division of Water and Wastewater for clarification.

It is the position of the Florida Public Service Commission that the NARUC system of

accounts applicable to water and wastewater utilities requires a breakdown of revenues

by customer class specified in the sub—accounts undar NARUC account numbers 461, 521 and
§22. However, the Commission will automatically grant a waiver of this requirement upon
request for all rate cases filed on or before July 1, 1992. After July 1, 1992, a request

for waiver of this requirement will have to be justified by the utility.
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Schedule of Water Rate Base Florida Public Service Commission

Company: Scheduls: A-1
Docket No.: - . Page 10i1
Schedule Year Ended Preparer:
interim [ ] Final []

Historical [ ] Projected [ ]

BExplanation: Provide the caiculation of average rate base for the test year, showing all adjustments. Al
non—used and useful kleme shoulkd be reporied as Plant Held For Future Lise,

) 2 ) “1:)“ ®
& — R -

1 Usiity Plant in Service A-8
2  Usilty Land & Land Rights A-S
S Less: Non—~Used & Usetul Plant A-7
4 Construction Work in Progress -
5  Less: Accumulated Depreciation A-9
8 Lees: ClIAC A-12
7  Accumulsted Amortization of CIAC A-14
8  Acquisition Adjustments -
® Accum. Amort of Acq. Adjustments -
10  Advances For Construction A-18
11 Working Capital Alowance A-17
12 Total Rate Base |




Schedule of Sewer Rate Base Florida Public Service Commission

Company: ‘ Schedule: A-2
Docket No.: Page 10f 1
Schedule Year Ended: Preparer:

Explanation: Provide the calculation of average rate base for the test year, showing all adjustments. All
non-used and useful leme should be reported as Plant Held For Future Use.

m Hﬁu (] A.qx«s)hd ®
& _— R
1 Utiity Plant in Service A-6
2  Utiiity Land & Land Rights A-6
3 Less: Non—Used & Useful Plant A-7
4 Construction Work in Progress =
§ Lsss: Accumulated Deprecistion A-10
6 Less:CIAC A-12
7 Accumulated Amortization of CIAC A-14
8 Acguisition Adjustments &
® Accum. Amort of Acq. Adjustments =
10 Advances For Construction A-i8
11 Working Capital Allowance A-17

12 Total Rate Base




Schedule of Adjustments to Rate Base

Company:

Docket No.:
Schedule Year Ended:
interim [] Final []
Historic [ ] or Projected [ ]

Explanation: Provide a detalled description of el adjustments o raie base per books,

with a total for each rate base line ltem.

Line
No.

Description

]

Waber Bower

L



Schedule of Water and Sewer Plant in Service Florida Public Service Commission

Annual Balances Subssquent to Last Estabiished Rate Base

Schedule: A-4
Company: Page __of __
Docket No.: Preparer:
Test Year Ended:

Explanation: Provide the annual balance of the original cost of plant in service, for water and sewer
separately, for all yeers since either rate base was last sstablished by this Commission, or the date of
mdmmummmmmmmwum:m
mmmmmwmmwbumduum. Provide
an additional page if necessary. i & projected test year is used, include the projected annual additions
and/or retirements specifically identifying those amounts.

Year—End Balance

No. Description Water

K



Schedule of Water Plant in Service By Primary Account
Test Year Average Balance

Company:

Docket No.:
Schedule Year Ended:
Historic [ ] or Projected [ ]

Florida Public Service Commission

Schedule: A-5
Page10of3

Recap Schedules: A—-1, A-4

]

(1)
Account No. and Name

@
Test Year
Average Bal

®) @)
Non-Used Non-Used
Ussful %

DONONAEWN -

25ELYBRLBR2VBBNBRVBRNNE

.

INTANGIBLE PLANT

301.1 Organization

302.1 Franchises

338.1 Other Plant & Misc. Equipment
F SUPPLY PUMPI

303.2 Land & Land Rights

304.2 Structures & Improvements

305.2 Collect. & Impound, Reservoirs

306.2 Lake, River & Other intakes

307.2 Wells & Springs

308.2 Infiltration Galleries & Tunnels

308.2 Supply Mains

310.2 Power Generation Equipment

311.2 Pumping Equipment

339.2 Other Plant & Misc. Equipment

303.3 Land & Land Rights

304.3 Structures &

320.3 Water Treatment Equipment
338.3 Olhaer&ubc Equipnunt

303.4 Lmd&l.mdm

304.4 Structures & improvements
330.4 Distr. Reservoirs & Standpipes
331.4 Transm. & Distribution Mains
333.4 Services

334.4 Meters & Meter Installations
335.4 Hydrants

330.4 Other Plant & Misc. Equipment

GENERAL PLANT

303.5 Land & Land Rights

304.5 Structures &

340.5 Office Fumiture & Equipment
341.5 Transportation Equipment
342.5 Stores Equipment

343.5 Tools, Shop & Garage Equipment
344.5 Laboratory Equipment

345.5 Power Operated Equipment
346.5 Communication Equipment
347.5 Miscellaneous Equipment
348.5 Other Tangible Plant

TOTAL




0T

Sohedule of Water Plart L\ Service By Primary Account

Test Year Average Balance

Explanation: Provide monith ending balances for
each month of the teet year and the ending balence
for the prior yeer.

Florida Publio Service Commission
Schedule: A-8

Page2of

Preparer:

Recap Sohedulss: A—1,A-4

25484 UEBRLUBBNBRERRNS

A

@ (3 @ ®) ® uyl ®)
Prior Month Month Month Month Month Month
Acocount No. and Name Year 1 2 #3 4 1] (1]
] $ s s $
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Sohedule of Water Plant In 05ivive by rrimary Account

Florida Publio Service Commission

Test Year Average Balance
Sohedule: A-8
; Explanaton: Provide month ending balences for Page3ol3d
Dooket No.: each month of the test year and the ending balence Preperer:
Bchadule Year Ended: for the prior year,
Historio | ] or Projected [ | Recap Schedules: A-1,A-4
U] ® (10 (11) (13 (13) (14) (5
Month Month Month Month Month End of Average
Account No. and Name e7 #e 9 #10 o1 Test Year Balance

Une
No.
1 INTANGIBLE PLANT
2 301.1 Organizafion
3 302.1 Frenchises
4 339.1 OwerPlant & Mso, Equipment
8
6 303.2 Land & Land Righte
7
]
]
10

11 308.2 infivration Galierics & Tunnols

28889822882 8BRNBREBRES

[
:




Schedule of Sewer Plant in Service By Primary Account Florida Public Service Commission
Test Year Average Balance
Schedule: A-8

Company: Page 10of 3
Docket No.: Preparer:
Schedule Year Ended:
Historic [ ] or Projected [ ] Recap Schedules: A-2, A-4

(1) @ ®) @)
Line Test Year Non-Used Non-Used
No. Account No. and Name Average Bal Useful % Amount
INT P
351.1 Organization
352.1 Franchises

389.1 Other Plant & Misc. Equipment
COLLECTION PLANT

353.2 Land & Land Rights

354.2 Structures & Improvements
360.2 Collection Sewers — Force
361.2 Collection Sewers — Gravity
362.2 Special Collecting Structures
363.2 Services to Customers

364.2 Flow Measuring Devices
365.2 Flow Measuring Installations
389.2 Other Plant & Misc. Equipment
SYSTEM PUMPING PLANT

353.3 Land & Land Rights

354.3 Structures & improvements
370.3 Receiving Wells

371.3 Pumping Equipment

389.3 Other Plant & Misc. Equipment
TREATMENT AND DISPOSAL PLANT

353.4 Land & Land Rights

354.4 Structures & improvements
380.4 Treatment & Disposal Equipment
381.4 Piant Sewers

382.4 Outfall Sewer Lines

389.4 Other Plant & Misc. Equipment
GENERAL PLANT




Schedule of Bewer Plant In Bervice By Primary Acoount Florida Public Service Commission
Test Yoar Average Balance

Bchedule: A-8
Company: Explenation: Prodde month ending balances for Page 2 of
Dooket No: each month of the test year and the ending balance Preparer;
Sohedule Year Ended: for the prior year.
Historic [ ] or Projected [ ] Recap Schedules: A-2,A-4
M ] ® “) @®) ] m @®)
Pror Month Month Month Month Month Month
Account No. and Name Year 1 2 #3 4 5 Y]
INTANGIBLE PLANT
351.1 Organization
352.1 Franchisss

380.1 Other Plant & Miso. Equipment

DONOALLDN = | .EE

Equipment
303.6 Toole, Shop & Garage Equipment
394.5 Laboratory Equipment

3058 Power Operated Equipment
396.5 Communication Equipment
397.5 Misoelaneous Equipment

3985 Other Tangible Plant

TOTAL s $ s $ $ $ $

2 SELBRLLRLLBBNBRRINNS
4
@
g

X
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Bohedule of Bewer Plart in SBervice By Primary Account

Tost Yoar Average Balance

Company: Explanation: Provide month ending belances for
Dooket No: sach month of the teet year and the ending balance
Sohedule Year Ended: for the prior year.

Historio [ ] or Projected | |

Florida Public Bervice Commiesion
Bohédule: A-8

Page 3 of

Preparer:

Reocap Bohedules: A-2, A-4

(U] ® (10) (1)
Month Month Month
Account No. and Neme ®7 f8 #0

#10

(19)
Month

#11

(14) (18)
End of Avarage
Toot Your Balance

INTANGIBLE PLANT

381.1 Orgenization

352.1 Franchises

389.1 Other Plant & Mieo. Equipment

CANBABGN = I §E

19 3882 Flow Installatione
14 3802 Other Plant & Miec. Equipment

16 353.3 Land & Land Rights

Equipment
20 389.3 Other Plant & Miso. Equipment

353.4 Land & Land Rights
354.4 Structures &

8 38388283;838338388
!
:
i




Non—Used and Useful Plant — Summary Florida Public Servics Commission

Company: Explanation: Provide a summary of the kems Schedule: A-7
Docket No.: included In non—uwsed and usedul plant for Page __of __
Schedule Year Ended: - the test year. Provide additional support Preparer:
schedules, ¥ necessary.
™ @ ®) @
Line Average Amount Usility Balance
No.

Description Per Books Adjustments Per Utility

WATER
1 Plant in Service

Other (Explain)

Total

SEWER
Plant in Service

Accumulated Depreciation
Other (Explain)

o o N o

10 Total

Supporting Schedules: A-5A-6A-8A-10
Recap Schedules: A-1,A-2

15



Schedule of Water and Sewer Accumulated Deprediation Rorida Public Service Commission
Annual Balances Subsequent to Last Established Rate Base

Company: Schedule: A-8
Dockst No.: Page __of
Test Year Ended: ror:

BExplanation: Provide the annual balance of accumulated depreciation, for water and sswer separately, for
all years since either rate base was last estabiished by this Commission, or the date of inception of

utility service if rate base has not been established previously by this Commission; and yearly additions,
retirements, and adjustments by doliar amount up to the end of the test year. Provide an addiional page
if necessary. i a projected test year is used, include the projected additions and/or retirments
specifically identifying those amounts.

Year—End Balance

No. Destription Water Sewer

;
E

;
E

--
c®
-
L

11 18__ Relirements
12 19__ Adjustments

13 _J_J/__ Balance
14 19__ Additions

15 19__ Rstirements
16 18__ Adjustments

17 _J_J/__ Balance
19 16_ Rstirements

Supporting Schedules: A-8,A-10
Recap Schedules: A-18

16



Schedule of Water Accumulated Depreciation By Primary Account
Test Year Average Balance .

Company:

Docket No.:
Schedule Year Ended:
Historic [ ] or Projected [ ]

Florida Public Service Commission
Schedule: A-9

Page 1 of

Preparer:

Recap Schedules: A-1, A-8

£

(1)
Account No. and Name

@
Test Year
Average Bal

@ @)
Non-Used Non-Used
Usatul % Amount

CONOOMLWON -

25RBYRRLBRLBBRNRREBRNS

R

301.1

302.1 Franchises

339.1 Other Plant & Misc. Equipment
PP PUMPI

303.2 Land & Land Rights

304.2 Structures & Improvements

305.2 Collect. & Impound. Reservoirs

306.2 Lake, River & Other intakes

307.2 Wells & Springs

308.2 Infiltration Galleries & Tunnels

309.2 Supply Mains

310.2 Power Generation Equipment

311.2 Pumping Equipment

338.2 Other Plant & Misc. Equipment

WATER TREATMENT PLANT

P

A

303.3 Land & Land Rights

304.3 Structures & Improvements

320.3 Water Treatment Equipment

339.3 Other Plant & Misc. Equipment
| P

303.4 Land & Land Rights

304.4 Structures & Improvements

330.4 Distr. Reservoirs &

331.4 Transm. & Distribution Mains

333.4 Services

334.4 Meters & Meter instaliations

335.4 Hydrants

339.4 Other Plant & Misc. Equipment

GENERAL PLANT

303.5 Land & Land Rights

304.5 Structures & Improvements
340.5 Office Fumiture & Equipment
341.5 Transportation Equipment
342.5 Swores Equipment

343.5 Tools, Shop & Garage Equipment
344.5 Laboratory Equipment
345.5 Power Operated Equipment
346.5 Communication Equipment
347.5 Miscellaneous Equipment
348.5 Other Tangible Plant




8T

Schedule: A-9
Company: Explanation: Provide month ending balances for Page2of
Docket No.: each month of the test year and the ending balence Preparer:
Sohedule Year Ended: for the prior year.
Historic [ ] or Projected | ] Recap Schedules: A-1,A-8
({) @ ® @) ® ®© m ®
Line Prior Month Month Month Month Month Month
No. Acoount No. and Name Year 1 #2 3 f4 5 se
1 INTANGIBLE PLANT
2 301.1 Organization
3 302.1 Franchises
4 330.1 Other Plant & Miso, Equipment
s i
6 3032 Land & Land Righte
7 304.2 Swuowres & improvements
8 3082 Collect & impound. Reservoirs
© 308.2 Lake, River & Other intakes
10 307.2 Wells &

2388982 RBR28VBNVRRBR2E
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Schedule of Water Acoumuiaied Depreciation By Primary Acoount

Florida Public Service Commissicn

Test Year Averange Balance
Schedule: A-9
Company: BExplanation; Provide month ending balances for Page3of
Docket No.: each month of the test year and the ending balence Preparer:
Schedule Year Ended: for the prior year.
Historio [ ] or Projected [ | Recap Schedules: A—1,A-8
" ® (10) (1) (12 (L] (14 (19
Month Month Month Month Endof Average
Aocoount No. and Name *7 #0 L 2] 10 11 Test Year Balance
301.1 Organization
302.1 Franchises

12 3002 Maing
13 3102 Power Generation Equipment
14 312

2888988 BR2LBINBRRBRLS

[
-




Schedule of Sewer Accumulated Depreciation By Primary Account
Test Year Average Balance

Company:
Docket No.:
Schedule Year Ended:

Historic [ ] or Projected [ ]

Florida Public Service Commission
Schedule: A-10

Page10f3

Preparer:

Recap Schedules: A-2, A-8

(1) @ (<) @)
Line Test Year Non-Used Non-Used
No. Account No. and Name Average Bal Useful % Amount "
P
351.1 Organization

DONOLLLON =

3 BRYLRLYRLBBBNRRRBNRY

389.1 Other Plant & Misc. Equipment

COLLECTION PLANT

353.2 Land & Land Rights

354.2 Structures & improvements
360.2 Collection Sewers — Force
361.2 Collection Sewers — Gravity
362.2 Special Structures
363.2 Services to Customers

364.2 Flow Measuring Devices
385.2 Flow Measuring Installations
389.2 Other Plant & Misc. Equipment
SYSTEM PUMPING PLANT

353.3 Land & Land Rights

354.3 Structures & Improvements
370.3 Recsiving Wells

371.3 Pumping Equipment

388.3 Other Plant & Misc. Equipment

3804 Treatment & Disposal Equipment
381.4 Plant Sewers

3882.4 Outfall Sewer Lines

389.4 Other Plant & Misc. Equipment
GENERAL PLANT

384.5 Laboratory E

385.5 Power Operated Equipment
386.5 Communication Equipment
367.5 Miscellaneous Equipment
3988.5 Other Tangible Plant

Equipment
383.5 Tools, Shop & Garage Equipment
quipment

TOTAL o




| X4

Bohedule of Sewer Accumulated Depreciation By Primary Account

Teet Year Average Balance
Bohedule: A-10
Company: Explanation: Provide month ending balences for Page 2 of
Dooket No.: eech month of the test year and the ending balance Preparer:
Bchedule Year Ended: for the prior year.
Historlo [ ] or Projected [ ) Recap Schedules: A-2,A-8
0] @ ®) “@ ®) @ ®)
Pror Month Month Month Month Month Month

- ok bk b b *
AUN—-0OBNARDLN - §

S 3498228828 IRARYR2BSEIS
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Bohedule of Bewer Acoumulated Depreciation By Primary Acoount
Toest Year Average Balance

Company: Explanation: Provide month ending balances for
Dooket No: each month of the test year and the ending balance
Sohedule Year Ended: for the prior year.

Historic [ ] or Projected [ )

Florida Publio Service Commission

Bohedule: A-10
Page 30f3
Preparer:

Reocap Sohedules: A-2, A-8

Month Month Month
Account No. and Name .7 ,8 o #10

M ®) (10) (11) (12)
Month

(13)
Month
11

(14) (18)
End of Average
Toot Yoor Balance

S BEBEr BN RENNBIEI3EisR S eovensuna | BT
f
i




Schedule of Water and Sewer Contributions in Ald of Construction Florida Public Service Commission

Annual Balances Subsequent to Last Established Rate Base

Compeny: Schedule: A-11
Dockst No.: Page _of __
Test Yeear Ended: 3

: Provide the annual balance of contributions in ald of construction, for water and sewer

, for ail years since sither rate base was last established by this Commission, or the date of
inception of utility service if rate base has not baen established previcusly by this Commission; and
yearly additions and adjustments by dollar amount up 10 the end of the test year. Provide an additional
page if necessary. If a projected test year is used, include the projected additions and/or retirmants
specifically identilying those amounts. Show any retirments as adjustments.

Year—End Balance

No. Description Water

oo~y ok LN -
-
o

B33
®

i
I

£
i
5

i

®
-
E

Schedules: A-12
Recap Schedules: A-19

23



Schedule of Contributions in Aid of Construction By Classification
Test Year Average Balance

Company:
Docket No.:
Schedule Year Ended:

Historic [ ] or Projected [ ]

Explanation: Provide the average CIAC balance by
account. if a projected year is employed, provide
breakdown for average and projectad test year.

Florida Public Service Comrission
Schedule: A-12

Page 1 of

Preparer:

Recap Schedules: A-1,A-4

(1) @
Line Test Year
Average Bal

No. Description

() @
Non—Used Non-Used
Useiul %

-l

Plant Capacity Fees
Line/Main Extension Fees
Meter installation Fees
Contributed Lines

Other (Describe)

N o0 o & O N

Total $

8 Plant Capacity Fees

10 Contributed Lines

11 Other (Describe)
12

13 Total $

s A I B E SRS SR IS IR REETITIT.
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Sohedule of Contributions In Ald of Conetruction By ClaseMoation
Test Yeor Average Balance

Company:

Dooket No:
Schedule Year Ended:
Historic [ ] or Projected [ ]

Explanation: Provide the average CIAC balance by account olassification.
if a projected year ls employed, provide breakdown for base year and intermediate year also.

Florida Publio S8ervice Commission

Sohedule: A--12
Page 2 of
Proparer:

m (@) @) “) 8)
Prior Month Month Month

Deecription Year #1 #2 #3

| #%

4

L
- ]

WATER
1 Plant Capaocity Fees
Une/Main Extension Feee
Meter Installation Fees
Contributed Linee

Other (Desoribs)

~N o o & N

Total 8 § s L]

8 Plant Capacity Fese

10 Contributed Linee

11 Other (Desoribe)
12

13 Total L $ s $

B ]
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Bohedule of Contributions In Ald of Construotion By Classifioation
Teot Year Average Balance

Company:

Dooket No.:
Sohedule Year Ended:
Historic [ ] or Projected [ ]

wmnwmmwmm
Ha MwaMMMMMpﬂwwmm

Florida Public S8ervice Commission

Bohedule: A-12

Pege 3013
Preparer:

| 8§

- 6 o & 0 N

10
1
12
13

(11)
(1 9) (10)

Month Month
Desoription .7 #8 0

(13) (14) . 1§
End of

Average
#10 11 Test Yoar Balence

£3
:

WATER
Plant Capaoity Fees
Uine/Mein Extenclon Fese
Meter Installation Foos

Uine/Main Extension Fees

Other (Desciibe)

Total s $ $




Schedule of Waler and Sewer Accumulsied Amortization of CIAC Forida Public Service Commiesion

Annual Balances Subsequent to Last Established Rale Base

Company: Schedule: A-13
Docket No.: Page _of _
Test Year Ended: : Preparer:

Explanation: Provide the annual balance of acoumulated amortization of CIAC, for waler and sewer
separately, for all years since either rate base was last established by this Commission, or the date of
inception of utiiity service If rate base has not been established previously by this Commission; and
yearly additions and adjustments by dollar amount up to the end of the test year. Provide an additional
page i necessary. If a projected test year is used, include the projected additions and/or retirments
spacifically identifying those amounts. Show any retirments as adjustmants.

Yeer—End Balance

No. Description Water

:
|

||§§

10 _J/_J/_ Balance
10__ Additions
12 19__ Adjustments

13 _J/_J/__ Balance
14 Additions
15 18 Adjustments

17 18__ Additions
18 19__ Adjustiments

19 _J/_J_ Balance

27



Schedule of Accumulated Amortization — CIAC
Test Year Average Balance

Company:
Docket No.:
Schedule Year Ended:

Historic [ ] or Projected | ]

Explanation: Provide the average CIAC balance by
account. If a projected year is employed, provide
breakdown for average and projected test year.

Florida Public Service Commission

Schedule: A-14
Page 1 of 3

(1)
Line
No. Description

Test Year
Average Bal

®) (@)
Non-Used Non-Used
Useful % Amount

Line/Main Extension Fees
MmmuﬁonFm
Contributed Lines

Other (Describe)

N o o A owN

Total

SEWER
8 Plant Capacity Fees
9 Line/Main Extension Fees
10 Contributed Lines
11 Other (Describe)
12
13  Total

28
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Sohedule of Acoumuleted Amortizaion — CIAC Florloa Public S8ervice Commission
Toot Yeor Average Balance

Sohedule: A-14
Company: Page20f3
Dooket No: Preparer:
Sohedule Year Ended:
Historie [ ] or Projected []
Provide the ending belances and everage of CIAC, by classification for the prior year and the test year,
i a projected yeer le employed, provide breakdown for base year and intermediate year aleo.
) @ (L ) ) ® Y
Line Prior Month Month Month Month Month
No. Description Year 1 #2 f3 (X #6
WATER
1 Plant Capacily Fees
2 Une/Main Extension Fees
3 Meter Instaliation Fees
4 Conftributed Lines
8 Other (Desocribe)
]
7 Total ] ] ] 3 s $ L ]

10 Contributed Lines

11 Other (Describe)
12

13 Total $ L] s $ § $ s




0¢

Sohedule of Acoumulated Amortizaion — CIAC
Toot Yoar Average Balance

Company.

Dooket No:
Sohedule Year Ended:
Historle [ ] of Projected [ ]

Explanation: mnmmwwumwmmmmmmhmm.
Ha mthMMMMMMmewm

Florida Public Service Commission

Sohedule: A-14
Page 3 of
Preparer:

m ®) (10) (1) (12
Month Month Month Month

Decoriplion 7 f8 #9 #10

| %

(19) (14) (5
11 Teet Yoar 'Balance

WATER
1 Plant Capacity Feee
Line/Main Extension Fess
Meter installation Fess
Contributed Lines

Other (Deeoribe)

Total $ 8 $ s

8 Plant Capeolly Fess

® Une/Main Extension Feee
10 Contributed Lines

11 Other (Describe)

12

13 Total 8 § ¢ s




Schedule of Annual AFUDC Rates Used mmmm

Company: Schedule: A-15
Docket No.: Page _of __
Test Year Ended: :

Explanation: mnmmmwmmmumumwm
w«umamuummummmmmmm.
include a description of practices and authority of rate(s) used.

31
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Schedule of Water and Sewer Advances For Construction
Annual Balances Subsequent to Last Established Rate Base

Company:
Docket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: A-16
Page 1 of 1
Preparer:

Explanation: Provide the annual balance of Advances For Construction, for water and sewer separately, for
alyms&mdﬂwmhbasawashstm\odbywcommhﬂon or the date of inception of

utility service if rate base has not been established previously by this Commission; and yearly additions
and adjustments by dollar amount up to the end of the test year. Provide an additional page if necessary.
If a projected test year is used, include the projected additions and/or retirements, specifically identi—
fying those amounts, Also provide a brief description of the applicant’s policy regarding advances.

-

-t -
NoOOoO~NOODOAEWON

13

14 Average Test Year Balance — 13 Months

Average Test Year Balance

Water Sewer

TEST YEAR AVERAGE BALANCE

_/__/__ Beginning Balance

Month #1
Month #2
Month #3
Month #4
Month #5
Month #6
Month #7
Month #8
Month #9
Month #11

_J_/__ Ending Balance

. 032




Schedule of Working Capital Allowance Calculation Florida Public Service Commission

Company: Schedule: A-17
Docket No.: Page __ of __
Test Year Ended: ; _ Preparer:

Recap Schedule: A-1, A-2

Explanation: Provide the calculation of working capital using the balance sheet method. The
calculation should not include accounts that are reported in other rate base or cost of capital
accounts Unless otherwise explained, this calculation should include both current and deferred debits
and credits. All adjustments to the per book accounts shall be explained.

33
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Comparative Balence Sheet — Assels

Florida Public Bervice Commission

Company: Explanation: Provide a balanoe shest for ysars Sohedule: A-18
Dooket No.: requested. Provide same for historical base or Page 1 of
Test Yoeor Ended: intermediate years, i not already shown. Preparer:
m @ 3] (4) () ] [y ®)

Une Prior Test Month Month Month Month Month Month
No. ABSETS Yoar 1 92 #£3 #4 [ A] f86

1 Uity Plant in Service

2 Construction Work In Progress

3 Other Utiiity Plant Adjustments

4 QGROSS UTILTY PLANT $ $ ] $ 4 §

8 Less: Acoumulated Depreoiation

6 NETUTILITY PLANT & ] L $ 4 $

7 Cash

]

]

18 Unamoriized Debt Disoount & Exp.

16 Prefim. Survey & Investigation Charges
17 Clearing Accounte

18 Deferred Rate Case Experve

19 Other Micoslleneous Deferred Debite

21 TOTAL DEFERRED DEBITS




G¢

Company: Explanation: Provide a balance eheet for years Bohedule: A-18
Dooket No.: requested. Provide same for historical base or Page 2 of
Toet Year Ended: Intermediate years, if not already shown. Preparer:
m ® (10) (1) (12 (19 (14) (15
Une Month Month Month Month Month End of 13-Month
No. ABBETS .7 [ X .o #10 s 11 Toot Your Avg Bal
1 Utiiity Plant In Service
2 Conetruotion Work In Progreee
3 Other Utliity Plant Adjusiments
4 QROBS UTIUTY PLANT )
5 Less: Acoumulated Depraciation
8 NETUTILITY PLANT
7
8
]
10
1"
12
13

—
-

18
16
17
18
19




9¢

Comparative Balanos Bheet ~ Equity Capital & Liabiities

Company: Explanation: Provide a balance sheet for years Bohedule: A-19
Dooket No.: requested. Provide same for historioal base or Page10f2
Tost Yoar Ended: intermediste years, i not aiready shown. Preparer:
M @ @ (4) () (8) \uy @

Line Prior Test Month Month Month Month Month Month
No. EQUITY CAPITAL & LIABILITIES Year #1 P2 3 fd #5 #6

1 Common Btook lssued

2 Preforred Stook lssued

3 Additional Paid In Capital

4 Retained Eaminge

8 Other Equity Capital

8 TOTAL EQUITY CAPITAL

7 Bonde

8 Reeoquired Bonds

® Advances From Assoclated Companies

0

-

Other Long—Term Debt
11 TOTAL LONG-TERM DEBT

12 Accounts Payable
13 Notes

Payable
14 Notes & Acoounts Payable — Assco. Coe.

18 Customer Deposite

18 Acorued Taxee

17 Aocorued interest

18 Acocrued Dividends

19 Mise. Cumrent & Accrued Liabilties

TOTAL CURRENT & ACC. LIABILMES

Advences For Construction
Other Deferred Credite
Acoum. Deferred ITCe

Opersting Reserves

Contributions in Ald of Construction
Lese: Acoum. Amoriizaion of CIAC
Accumulated Deferred Income Taxes

TOTAL EQUITY CAPITAL & UABILITIES

g 33% 3 2N

TOTAL DEF. CREDITS & OPER. REBERVES




LE

Comparative Balance Sheet — Equity Capital & Uabilties

Florida Publio S8ervice Commission

Company: Explanation: Provide a balence sheet for yeare 8ohedule: A-19
Dooket No.: requested. Provide same for historical base or Page 2 of
Test Yoar Ended: intermediate years, f not already shown. Preparer:
1)) ®) (19) (1) (12 (13) (14) (15

Line Month Month Month Month Month End of 13-Month
No. EQUITY CAPITAL & LIABILIMES f7 s 9 #10 [ B A Toot Year Avg Bal

1 Common Btoock lesued

2 Preferred Btook lssued

3 Additional Pald in Capital

4 Retained Eaminge

8 Other Equity Capital

6 TOTAL EQUITY CAPITAL

7 Bonde

8 Reaoquired Bonde

9 Advances From Associsted Companies

0

i

Other Long—Term Debt

TOTAL LONG-TERM DEBT

-l
-

i
Y
ii

]

;

17 Acorued Interest

i
|
§§
F

8
3
|
8
:

TOTAL DEF. CREDITS & OPER. REBERVES

Contributione In Ald of Construction
Less: Aoccum. Amoriization of CIAC
Accumulated Deferred Income Taxes

8 838 ¥ 28R=

TOTAL EQUITY CAPITAL & LIABILIMES




Schedule of Water Net Operating Income

Company:

Schedule Year Ended:

Interin [ ] Final [ ]
Historic [ ] or Projected ( ]

Explanation: Provide the calculation o\‘ net operating income for the test year.
other than an acquisition adjustaent, submit an additional schedule

Florida Public Service Commission

Schedule: B-1
Page __ of __
Docket HNo.:
Preparer:

If asortization (Line 4) is related to any asount

showing a description and calculation of charge.

(1) (2) (3) (4) (5) (6) (7)
Balance Utility Utility Requested Requested
Line Per Test Year  .adjusted Revenue Aanual Supporting
No. Description Books Adjusteents Test Year Adjustaent Revenues Schedule(s)
1 OPERATINE REVEMUES 8-4
2 Operation & Maintenance 8-5
3 Depreciation, net of CIAC Amort. B-13
4 Amortization
5 Taxes Other Than Income B-15
6 Provision for Income Taxes c-1

1  OPERATING EXPENSES

B MET OPERATING INCOME

-------------
.............

9 RATE BASE

10 RATE OF RETURN

.............

--------------------------
---------------

-------------
-------------

38

-------------

-------------
-------------

------------------------

-------------
-------------

-------------
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Schedule of Sewer Met Operating Income

Coapany:

Schedule Year Ended:

Interim [ ] Final [ ]
Historic [ ] or Projected [ ]

Florida Public Service Cosaission

Schedule: 8-2
Page __ of
Docket No.:
Preparer:

Explanation: Provide the calculation ofl net operating income for the test year. If amortization (Line 4) is related to any asount
other than an acquisition adjustsent, subait an additional schedule showing 2 description and calculation of charge.

(1) (2) (3) (4) (5) (6) (7
Balance Utility Utility Requested Requested
Line _ Per Test Year fdjusted Revenue fnnual Supporting
No. Description Books Adjustaents Test Year Adjustaent Revenues Schedule(s)
1  OPERATING REVEMUES B-4
2 Operation & Maintenance B-6
3 Depreciation, net of CIAC Amort. B-14
4 fmortization
5 Taxes Other Than Income B-15
6 Provision for Income Taxes -1

T OPERATING EXPENSES

8 MET OPERATING INCOME

-----------------------------------------------------------------
-----------------------------------------------------------------

9  RATE BASE

-------------
-------------

10 RATE OF RETURN

-------------
-------------

39

-------------
-------------

-------------
-------------

-------------
.............



Schedule of Adjustments to Operating Income Florida Public Service Comsission

Company: Schedule: 8-3
Schedule Year Ended: . Page __ oi __
Interin [ ] Final [ ) . . Docket Ko.:
Historic [ ] or Projected [ ] Preparer:

Explanation: Provide a detailed \lescription of all adjustments to operating income per books, with a total for each
line itea shoun on the net operating income statement.

Line
No. Description Hater Sewer

40



Test Year Operating Revenues

Explasation: Cosplete the following revesse schedule

Florida Public Service Commission

Cospany: for the historical test year or base year. 1f geseral Schedule: 0-4
bocket Mo.: service reveave is not accowsted for by ssb-accosat, thea Page _of __
Schedule Year Ended: show the total asounl wader setered-or seasured-cossercial Preparer:
and provide an explanation, Recap Schedules: 8-1,0-2
NATER SALES . SEMIR SALES (1)
Line - Total Total
No. Account No. and Descriptia Mater Account No. and Descriptica Sever
1 460 Ussetered Mater Revenve \ 521.1 Flal Rate - Residential
2 461.] hetered - Residential $21.2 Flat Rate - Cossercial
3 461.2 Retered - Comsercial §21.3 Flat Rate - Indwstrial
4 461.3 Metered - ladustrial S21.4 Flat Rate - Public Authorities
5 461.4 metered - Public astdorities $21.5 Flat Rate - Mwlti-Faaily
6 461.5 metered - Multi~Fasily 521.6 lat Rate -~ Other
7 462.1 Public Fire Protection $22.1 heasured - Residential
8 462.2 Private Fire Protection S22.2 Beasured - Cossercial
9 464 Other Sales - Public Muthorities S22.3 measured ~ Iadustrial
10 45 Irrigatics Cestosers 522.4 haasured - Public mathority
11 466 Sales for Resale $22.5 Measured - Multi-Faaily
12 461 Inaterdepartseatal Sales 523  Other Sales - Public muthorities
13 Seemnensieanse 52(  Revenwes froa Other Systeas
1" TOTAL MATER SALES 525  Iaterdepartseatal Sales
15 S——
16 OTHER WATER REVEWUES TOTAL SEMER SALES
11 410 Forfeited Discounts st
18 471 misc. Service Reveues OTHER SENER REVENVES
19 . 412 Reats Froa Mater Property $31  Sale of Sludge
20 43  Interdepartaestal Rents 532 Forfeited Discounts
21 474 Other Mater Revenves SM  Rents Fros Sewer Property
e 315 Iaterdepartaeatal Rents
TOTAL OTHER BATER REVENUES 536  Other Sewer Mevenues

bl

4

U

5 TOTAL MATER OPERATING REVENUES
2% .

2

TOTAL OTEER SEWER REVENUES

TOTAL SEWER OPERATING REVERUES

41



Detail of Operation & Maintenance Cxpeasat By Moalh

Schedule Year Ended:
Nistordie [ ] ot Projected [ )

"ot
wale

Explanation: Provide a schedule of operation and salatensnce
expenses by prisary accowat for sach sonth of the Lesl year.

11 schedule has to be coatinued on 2nd page, reprist Lhe account
titles and nusbars.

Florida Public Service Comsission

Schedule: 8-5

Pags _of _
Preparer:

Recap Schedules: 0-1

..
H

5---0-0-—-"—1 .g

1}
1
(1]
"
15
1
"
]
1"

un
n
u
u
5%

)]
Account No. and Mine

(e
Honth

m
Neath

(¢)
Nonlh

(s)
Honth

(3 ()

Honth

(2)
Hoalh

(1)
Total
Aarval

(10)
Nonth

(1)
Noath

(12) (13)

Hoath Hoath

U}

Salaries & Mages - Coployees
Salaries § Mages - Officers, ftc.
toployas Pensions § Bennlils
Purchased Vater

Perchased Power

Fuel for Powar Purchased
Chesicals

Materfals & Sepplles
Contractual Services - Ungr.
Contractual Services - Aecl.
Contraclual Services - Legal
Contractual Services - Mgat. Fees
Coatractual Services - Other
Rental of Suilding/Real Prop.
Rentsl of Equipseat
Transportation Expenses
lasuranca - Vehicle

Insurance - General Liabilily
Insurance = Workasn's Cosp.
Insurance - Other
Mvartising [xpense

(31
(31
[} ]
459

(1Y
n
(1}

Reg. Conn. Exp, = Other
Bad Debt Expense
Niscellaneous Expenses

ob

Reg. Cons. Exp. = Rale Case Asorl,

TITIIIIIIIT ZIITITILINT I 2




petail of Operation & Malalenance Expenses By Noalh - Sewer Tlorida Public Service Commission

Cospany: Explanation: Provide a schedula of operation and salntenznce - Schedule: 8- b

Docket No.: expenses by primary account for sach sonth of the test year. Page _ of _

Schedula Year Ended: Il schedule has Lo be continued on 7ad page, reprint Lhe account Preparar:

Wistorfc [ ] or Projected [ ] titles and nuabers, Recap Schedules: 8-2

- (n (2) ()] (1) (%) (6) (1 (0) (9 (10) (1) (12) (13) (1)
L Total
o Rccount No. aad Nase Hoath Honlh Hoath Hoalh Honth Honlh Poath Hoalh Ronlh Ronth Roalh Hoath Annual

ne
1 700 Salaries & Wages - Eeployess
2708 Salaries b Mages - Officers, ftc.
3 700 Esployes Pensions & Senelils
¢ 10 Purchased Semage Irealment
S 710 Sludge Resoval [xpenss
& 715 Purchased Power
1 716 Fual for Pawer Purchased
¢ 118 Chesicals

9 720 Materlals & Supplies

10 731 Coatractval Services - ngr.

11 732 Ceatractual Services - Accl.

1 733 Cealractual Sarvices - Legal

13 134 Contractwal Services - Mgat. Fees
14 133 Contractwal Ssrvices - Other

15 741 Reatal of Suilding/Real Prop,

16 12 Reatal of Equipnent

IT 750 Transpertation Expenses

18 756 [Insurance - Vehicle

19 757 lInsurance - Geasral Liability

20 758 lnsurance - Nerkanaa's Cosp.

2 159 Insurance - Other

71 760 Advertising Expense

21 766 MReg. Cosn, Exp, - Rate Case Meort.
M 1767 Reg, Come, Exp. = Other

25 170 Dad Debt Expense

2% 115 Niscellancous Expenses

.......

1 TonaL ! ! § ] L L] L) $ L] | I ] ' L
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Dperation & Maintenance Expense Cosparison - Water

Company:
Docket Ho.:
Test Year Ended:

Florida Public Seivice Comaission

Schedule: 8-7
Page __ of _
Preparer:

Explanation: Complete the following cosparison of the applicant’s current and prior test year O&M expenses before this
Comsission. Provide an explanation of all differences which are not attributable to the change in custoser growth and
the CPI-U. If the applicant has not had a previous rate case, use the year 5 years prior to the test year for cosparison.

Provide an additional schedule, if necessary, to explain differences.

_ M @) () (5) (6)
Line Prior TY  Current TY . . $
fo. : fAccount No. and Name Jd_1_  _J_J_ bifference Difference Explanation

601 Salaries & Hages - Esployees

603 Salaries & MWages - Officers, Etc.
604 Eamployee Pensions & Benefits

610 Purchased Water

615 Purchased Power

616 Fuel for Power Purchased

618 Chemicals

620 Materials & Supplies

631 Contractual Services - Engr.

10 632 Contractual Services - Acct.

11 633 Contractual Services - Legal

12 634 Contractual Services - Hgat. Fees
13 635 Contractual Services - Other

14 641 Rental of Building/Real Prop.

15 4642 Rental of Equipment

16 650 Transportation Expenses

17 656 Insurance - Vehicle

18 657 Insurance - General Liability

19 658 1Insurance - Workman’s Comp.

20 659 Insurance - Other

21 4660 Advertising Expense

22 666 Reg. Coms. Exp. - Rate Case Asort.
25 667 Reg. Coma. Exp. - Other

24 670 Bad Debt Expense

25 675 Miscellaneous Expenses

\OO'!IO‘U‘&MM!-I

2 T0TAL $ $ $

-----------------------------
----------------------------

21 Total Customers

-----------------------------

28 Consumer Price Index - U

-----------------------------
-----------------------------

44
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Operation & Maintenance Expense Comparison - Sewer Florida Public Service Cosmission

Cospany: Schedule: 8-8
Docket No.: ) . Page __ of __
Test Year Ended: ) Preparer:

Explanation: Complete the following comparison of the applicant’s current and prior test year OkM expenses before this
Cossission. Provide an explanation of'all differences which are not attributable to the change in customer growth and
the CPI-U. If the applicant has not had a previous rate case, use the year 5 years prior to the test year for comparison.
Provide an additional schedule, if necessary, to explain differences.

(1) (2) (3) (4) () (6)
Line Peior TY  Current TY - - § ]
No. * ficcount No. and Nase Jd A _J_J._ Ddifference Difference Explanation

701 Salaries & Kages - Employees

703 Salaries & Wages - Officers, Etc.
704 Esployee Pensions & Benefits

710 Purchased Sewage Treatment

711 Sludge Removal Expense

715 Purchased Power

716 Fuel for Power Purchased

718 Chesicals

720 Materials & Supplies

731 Contractual Services - Engr.

732 Contractual Services - fcct.

733 Contractual Services - Legal

634 Contractual Services - Mgat. Fees?
735 Contractual Services - Other

741 Rental of Building/Real Prop.
742 Rental of Equipment

750 Transportation Expenses

756 Insurance - Vehicle

757 Insurance - General Liability
758 Insurance - Workman's Comp.

759 Insurance - Other

760 Advertising Expense

766 Reg. Coma. Exp. - Rate Case Asort,
767 Reg. Coss. Exp. - Other

770 Bad Debt Expense

715 Miscellaneous Expenses

-
B

e e b
HEBEES SE SR o e s s ]

[—
-

|

r
—

TOTAL 3 ¢ $

--------------------------------------------

28 Total Customers

--------------------------------------------
--------------------------------------------

29 Consumer Price Index - U

--------------------------------------------
--------------------------------------------




Contractual Services Florida Public Service Commission

Company: Schedule: B-9
Docket No.: - : Page _ of _
Test Year Ended: Preparer:

Explanation: Provide a complete list of outside services which were incurred during the test year. List
by type of service, such as accounting, engineering or legal, and provide specific detail of work performed
by each consultant and the associated cost breakdown by items. Provide amounts separated by systes and
sethod of allocation if appropriate. Specific detail is not necessary for charges which are less than 2%
of the test year revenues for that systes. Do not include rate case expense charges.

(1) (2) (3) (4) e ()
Line
No. Consultant Type of Service Amount Description of Work Performed
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fnalysis of Rate Case Expense Florida Public Service Cosmission

Company: Schedule: B-10
~ Docket No.: ' ) Page __ of __
Test Year Ended: Preparer:

Explanation: Provide the total asount of rate case expense requested in the application. State whether the total includes the
asount up to proposed agency action or lhrounh a hearing before the Commission. Provide a list of each firm providing services
for the applicant, the individuals for each firm assisting in the application, including each individual's hourly rate, and a
estisate of the total charges to be incurred by each fira, as well as a description of the type of cervices provided. Also
provide the additional information for amortization and allocation method, including support behind this determination.

(1) (2) (3) s (@)
Line Fira or Hourly Rate Total Estimate
Ho. Vendor Name Counsel, Consultant or Witness Per Person  Of Charges By Fira

Jotal

Estinsate Through
[]rma
[ ] Comsission Hearing

fmortizaticn Period __ Years
Explanation if different from Section 367.0816, Florida Statutes:

fmortization of Rate Case Expense: ()] (8)
Hater Sewer

(¢)
Total

()
Type of
Service Rendered

Prior Unamortized Rate Case Expense
Current Rate Case Expense

Total Projected Rate Case Expense

---------------------------------

Annual Amortization

---------------------------------

Method of Allocation Between Systess:
(Provide Calculation)

i
-3



Analysis of Major Maintenance Projects - Water & Sewer Florida Public Service Cossission
For the Test Year and 2 Years Prior and 1 Year Subsequent

Company: . Schedule: B-11
Docket No.: . i Page __ of __
Test Year Ended: Preparer:

Explanation: Provide an mlysis of all maintenance projects greater than 2% of test year revenues per
systes which occurred during the 2 years prior to the test year, the test year, and the budgeted amount for
1 year subsequent to the test year. For each project, provide a description, the total cost or budgeted
asount and how often the project should be repeated.
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fillocation of Expenses Florida Publice Service Commission

Company: ) Schedule: 8-12
Docket No.: ) Page __ of __
" Schedule Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanation: Provide a schedule detailing expenses which are subject to allocation between systess (ater, sewer & gas, etc.)
shouing allocation percentages, gross amounts, amounts allocated, and a detailed description of the method of allocation.
Provide a description of all systeas other than water and sewer.

(1) (2 () (5) (6) (1) (8) (9)
fAllocation Percentages o Asounts Allocated

Line Acct. ’

Ho. Mo, Description Water Sewer Other Total Description of Allocation Wethod  Mater Sewer Other Total
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Net Depreciation Expense - Water Florida Public Service Commission

Company: Schedule: B-13
Docket No.: ) Page __ of __
Test Year Ended: ' Preparer:

Recap Schedules: B-1
Explanation: Provide a sl:hledule of test year non-used and useful depreciation expease by prisary account.

(1) (2) (3) (4) (s) (6)
Line Test Year Utility Adjusted  § Non-Used Future Use
No. fccount No. and Mame Expense  Adjustmeats  Balance  and Useful Asount

INTANGIBLE PLANT

301.1 Organization

302.1 Franchises

339.1 Other Plant & Misc. Equipment
SOURCE OF SUPPLY AND PUMPING PLANT
304.2 Structures & Isprovements
305.2 Collect. & Imspound. Reservoirs
306.2 Lake, River & Other Intakes
307.2 Wells & Springs

10 308.2 Infiltration Galleries & Tunnels
i1 309.2 Supply Mains

12 310.2 Power Generation Equipment

13 311.2 Pusping Equipment

14 339.2 Other Plant & Misc. Equipment
15  WATER TREATMENT PLANT

16  304.3  Structures & Improvements

17 320.3 Water Treatment Equipment

18 339.3 Other Plant & Misc. Equipment
19 TRANSHISSION & DISTRIBUTION PLANT

20 304.4 Structures & Isprovements

21 330.4 Distr. Reservoirs & Standpipes
22 331.4 Transa. & Distribution Mains
23 332.4 Services

24 334.4 Meters & Meter Installations
25 335.4 Hydrants

26 339.4 Other Plant & Misc. Equipment
27 GENERAL PLANT

28 304.5 Structures & Isprovesents

29 340.5 Office Furniture & Equipment
30 341.5 Transportation Equipsent

31 342.5 Stores Equipment

32 343.5 Tools, Shop & Garage Equipment
33 344.5 Laboratory Equipaent

34 345.5 Power Operated Equipment

35 346.5 Comsunication Equipment

36 347.5 Hiscellaneous Equipment

37 348.5 Other Tangible Plant

WD 0D =i O LY e e

38  TOTAL DEPRECIATION EXPENSE $ $ $ $

LESS: AMORTIZATION OF CIAC

—— -

NET DEPRECIATION EXPENSE - WATER $ $ $ $

...........................................
semasssssss SRaamsaasal I3%3SE mzmzmamos::



Net Depreciation Expense - Sewer

Company:

Docket Ko.:

Test Year Ended:

Historic [ ] or Projected [ ]

florida Public Service Cosaission

Schedule: 8-14

Page __ of __
Preparer:

Recap Schedules: B-2

Explanation: Provide a sanﬂle of test year non-used and useful depreciation expense by prisary account.

(1)
hccount No. and Name

Line

| ¥

(2) (3) (4) (s) (6)
Test Year Utility fdjusted % Mon-Used Future Use
Expense  Adjustsents  Balance  and Useful Asount

INTANGIBLE PLANT

351.1 Organization

352.1 Franchises

389.1 Other Plant & Misc. Equipment
COLLECTION PLANT

354.2 Structures & Isprovesents
360.2 Collection Sewers - Force
361.2 Collection Sewers - Gravity
362.2 Special Collecting Structures
363.2 Services to Customers

364.2 Flow Measuring Devices

365.2 Flow Measuring Installations
389.2 Other Plant & Misc, Equipment
SYSTEM PUMPING PLANT

354.3 Structures & Improvesents
370.3 Receiving Hells

371.3 Pumping Equipment

389.3 Other Plant & Misc. Equipsent
TREATNENT AND DISPOSAL PLANT

354.4 Structures & Improveaents
380.4 Treatment & Disposal Equipment
381.4 Plant Sewers

382.4 Outfall Sewer Lines

389.4 Other Plant & Misc. Equipment
GENERAL PLANT

354.5 Structures & Improvements
390.5 Office Furniture & Equipaent
191.5 Transportation Equipment
392.5 Stores Equipmsent

393.5 Tools, Shop & Garage Equipment
394.5 Laboratory Equipaent

395.5 Power Operated Equipment
396.5 Comsunication Equipmsent
397.5 HMiscellaneous Equipaent
398.5 Other Tangible Plant

OO =4 O~ WUN B T4 M -

[ B R B R R B R RS B bt e e s s e s e e s

4
o

TOTAL DEPRECIATION EXPENSE $ § $ §

LESS: AMORTIZATION OF CIAC

HET DEPRECIATION EXPENSE - SEWER H 5 $ H

---------------------------------

-----------
---------------------------------

-----------



Taxes Other Than Income Florida Public Service Commission

Company: Schedule: B-15

Docket No.: ) Page _ of _

Schedule Year Ended: ’ Preparer:

Historic [ ] or Projected [ ) Recap Schedules: B8-1,B-2

Explanation: Complete the following schedule of all taxes other than incose.
For all allocations, provide description of allocation and calculations.

(1) (2) (3) (4) (s) (6)

Regulatory Real Estate

Line fAssessaent  Payroll & Personal
No. Description ) Fees (RAFS)  Taxes Property Other Total

WATER
1 Test Year Per Books

Adjustaents to Test Year (Explain)

LE B P2 N )

6 Total Test Year Adjustments

7 Adjusted Test Year
B RAFs Assoc. with Revenue Increase

9 Total Balance

-------------------------------------------------------
-------------------------------------------------------

SEKER
10 Test Year Per Books

——

Adjustaents to Test Year (Explain)
1
12
13
14

------

15 Total Test Year Adjustsents

16  Adjusted Test Year
17 RAFs Assoc. with Revenue Increase

------

18 Total Balance

-------------------------------------------------------
-------------------------------------------------------
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GEKERAL INSTRUCTIONS FOR INCOME TAX SCHEDULES

. Any utility that is not cuf{eatly and never has been a C
corporation may omit Section C in its entirety.

., All utilities that are currently C corporations shall complete
Schedules C-1 through C-7, C-9 and C-10.

. ARll utilities that are not currently, but have been C corporations
in the past, shall cosplete Schedules C-5 through C-7. '

. DOnly utilities that are C corporations and also participate in the

filing of a consolidated return shall complete Schedule C-8.

. If difficulty is experienced in completing any schedule, contact
staff for clarification before the MFRs are due.

. If production of any schedule is impractical or will impose an

excessive economic burden upon the utility, a request for a waiver
pay be sade in accordance with Rule 25-30.436(4), F.A.C.
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Reconciliation of Total Incose Tax Provision Florida Public Service Comsission

Company: ' ‘ Schedule: C-1
Docket Mo.: Page 1 of 1
Test Year Ended: Preparer:

Hi;turic [ ]or Projected [ ] {

Explanation: Provide a reconcilation between the total operating income tax provision and the currently payable
incose taxes on operating income for the test year,

Line - Total Jtility Utility
No. . Description Ref. Per Books  Adjustments Adjusted Water Sewer
-T Current Tax Expense -t-::; -

2 Deferred Income Tax Expense c-5

3 ITC Realized This Year c-8

4 ITC Asortization -8

(3% ITC and IRC 46(f)(2))

5 Parent Debt Adjustment c-9

6 Total Income Tax Expense

---------------------------------------------------------
---------------------------------------------------------

Supporting Schedules: c-2,C-5,C-8,C~9
Recap Schedules: 8-1,8-2 5 4



State and Federal Income Tax Calculation - Current Florida Public Service Commission

Company: Schedule: C-2
Docket No.: - . - Page 1 of 1
Test Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanatiéh: Provide the calculation of state and federal income taxes for the test year.
Provide detail on adjustments to income taxes and investment tax credits generated.

Total Utility Utility
Per Books  Adjustments Adjusted Water Sewer

1 Met Utility Operating Income (Sch. 8-1)
2 Add: Incose Tax Expense Per Books (Sch. B-1)

3 Subtotal
4 Less: Interest Charges (Sch. C-3)

5 Taxable Income Per Books

Schedule M Adjustments:
6 Persanent Differences (From Sch. C-4)
7 ¢ Tining Differences (From Sch. C-5)

8 Total Schedule M Adjustaents

9 Taxable Income Before State Taxes
10 Less: State Income Tax Exesption ($5,000)

11  State Taxable Income

12 State Income Tax (5.5% of Line 11)
13 Esergency Excise Tax

" Credits

------- ——

15 Current State Income Taxes

16  Federal Taxable Income (Line 9 - Line 15)
17 Federal Incose Tax Rate

18 Federal Income Taxes (Line 16 x Line 17)
19  Less: Investaent Tax Credit Realized
This Year (Sch. C-8)

20 Current Federal Inc. Taxes (Line 18 - Line 19)

Sumsary:
21  Current State Income Taxes (Line 15)
22 Current Federal Incose Taxes (Line 20)

23  Total Current Income Tax Expense (To C-1)

---------------------------------------------------------
.........................................................

Supporting Schedules: 8-1,8-2,C-3,C-4,C-5,C-8
Recap Schedules: C-1



Schedule of Interest In Tax Expense Calculation Florida Public Service Commission

. Schedule: C-3
Company: ) Page 1 of 1
Docket No.: Preparer:
Test Year Ended: Supporting Schedules: D-1,C-8
Historic [ ] or Projected [ ] 1 Recap Schedules: (-2

Explanation: Provide the asount of interest expense used to calculate income taxes on Schedule Mo. C-2.
Explain any changes in interest expense in detail giving asount of change and reason for change. If the basis
for allocating interest used in the tax calculation differs from the basis used in allocating curreat income
taxes payable, the differing bases should be clearly identified.

Line Total Utility  Utility
No. Description Per Books  Adjustsents Adjusted Water Sewer

1 Interest on Long-Term Debt

2 fmortization of Debt Premiua,
Disc. and Expense Het

3 Interest on Short-Term Debt
4 Other Interest Expense
5 AFUDC

6 ITC Interest Synchronization
(IRC 46(f)(2) only - See below)

7 Total Used For Tax Calculation

---------------------------------------------------------
---------------------------------------------------------

Calculation of ITC Interest Synchronization Adjustment ’
ONLY for Option 2 companies (See Sch. C-8, pg. d) Total Debt Only

Weighted  Weighted
Balances Froa Schedule D-1 faount Ratio Cost Cost Cost

8 Long-Term Debt
9 Short-Ters Debt
10 Preferred Stock -

11 Common Equity -

12 Total

---------------------------------------------------------
---------------------------------------------------------

13 ITCs (from D-1, Line 7)
14 Weighted Debt Cost (Fros Line 12) o 56

15 Interest Adjustaent (To Line é)

.......
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Book/Tax Differences - Permanent Florida Public Service Comsission

Company: . Schedule: C-¢
Docket No.: ) Page 1 of 1
Test Year Ended: Preparer:
Historic [ ] or Projected [ ] 1

Explanation: Provide the description and amount of all book/tax differences accounted for as permanent
differences. This would include any items accounted for on a flow through basis.

Supporting Schedules: None
Recap Schedules: C-2
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Deferred Income Tax Expense Florida Public Service Commission

Company: ‘ ' ' Schedule: C-5
Docket Ko.: Page 1 of 1
Test Year Ended: Preparer:

Historic [ ] or Projected [ ] |\

Explanation: Provide the calculation of total deferred income tax expense for the test year.
Provide detail on iteams resulting in tax deferrals other thas accelerated depreciation.

Line Total . =Utility Utility
No. . Description Per Books  Adjustments Adjusted Hater Sewer

———

Timing Differences:

1 Tax Depreciation and Amortization
2 Book Depreciation and Amortization

3 Difference

4 Other Timing Differences (Itemize):

5 Total Timing Differences (To ¢-2)

& State Tax Rate
7 State Deferred Taxes ( Line S x Line 6)

————— el T P —

8 Tining Differences For Federal Taxes
(Line 5 - Line 7)
9  Federal Tax Rate

10 Federal Deferred Taxes (Line 8 x Line 9)
11 Add: State Deferred Taxes (Line 7)

12 Total Deferred Tax Expense (To C-1)

---------------------------------------------------------
--------------------------------------------------------

Supporting Schedules: None
Recap Schedules: (-2
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Accunulated Deferred Income Taxes - Summary Florida Public Service Commission

Cospany: . ' Schedule: C-6
Docket Ko.: Page 1 of 3
Test Year Ended: L Preparer:

Explanation: For each of the accusulated deferred tax accounts provide a suamary of the ending balances
as reported on pages 2 & 3 of this schedule. The same annual balances should be shown.

- -

Account No. fccount No. Net Deferred Incose Taxes

Line emeemes  sesesesessessssssseseecceesosas
No. Year State Federal Total State Federal Total State Federal Total

Supporting Schedules: C-7,Pg2& 3
Recap Schedules: A-18,A-19,D-2

39



fAccusulated Deferred Income Taxes - State

Company:
Docket Ko.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-6
Page 2 of 3
Preparer:

Explanation: For each of the accusulated deferred tax accounts provide annual balances

beginning with the year of the last rate case and ending with the test year.

Account Mo.

Account Mo. ____

Current Flowback  Adjust.
Line Beginning  Year To Curr. Debit
No. Year Balance Deferral Year (Credit)

---------

Ending 8
Balance

Current Flowback  Adjust.
eginning Year To Curr. Debit Ending
Balance  Deferral Year (Credit)  Balance

Supporting Schedules: None
Recap Schedules: (-6
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Accuaulated Deferred Income Taxes - Federal

Cosmpany:
Docket Ko.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-6
Page 3 of 3
Preparer:

Explanation: For each of the accusulated deferred tax accounts provide annual balances

beginning with the year of the last rate case and ending with the test year.

Account No.

—mm—

Account Mo. ______
Current Flowback  Adjust.
Line Beginning  Year To Curr.
Ho. Year Balance Deferral Year

e esessssses ——— -

Debit
(Credit)

Current Flowback  Adjust.
Ending  Beginning Year To Curr. Debit
Balance  Balance  Deferral Year (Credit)

Ending
Balance

Supporting Schedules: None
Recap Schedules: (-6

-——
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G9

Investment Tax Credits - Analysis

Company:
Docket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-7
Page | of ¢4
Preparer:

Explanation: Provide an analysis of accusulated tax credits generated and amortized on an annual
basis beginning with the test year in the last rate case to the end of the current test year.
Anounts provided by the Revenue Act of 1971 and subsequent acts should be shown separately froam
anounts applicable to prior laws. Identify progress payments separately.

------------------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------

----------------------------------------

Prior Prior
Beginning Current Year Current Year
Balance  Year Adjust. Year Adjust.

---------------------------------------------------

Supporting Schedules: Mone
Recap Schedules: C-2,C-3,C-10,D-2,A-18,A-19

----------------------------------------------------------------

----------------------------------------

Prior Frior

Beginning Current Year Current Year Ending

Balance Year Adjust. Year Adjust.  Balance




Investment Tax Credits - Analysis Florida Public Service Commission

Schedule: C-7

Company:
Docket Mo.: Page 2 of 4
Test Year Ended: Preparer:
Explanation: Provide an analysis of accusulated tax credits generated and amortized on an annual
basis beginning with the tast year in the last rate case to the end of the current test year.
Amounts provided by the Revenue Act of 1971 and subsequent acts should be shown separately from
asounts applicable to prior laws. Identify progress payments separataly. —
8% ITC . 10% ITC
Amount Realized Amortization Amount Realized Amortization
Prior Prior Prior Prior
Line Beginning Current Year Current Year Ending Beginning Current Year Current Year Ending
No. Year Balance Year Adjust. Year Adjust.  Balance Balance Year Adjust. Year he ust,  Balance
(o p
L

Supporting Schedules: None
Recap Schedules: (-2,C-3,C-10,0-2,A-18,A-19



Investaent Tax Credits - Company Policies Florida Public Service Commission

Company: ' ' Schedule: ¢-7
Docket No.: Page 3 of 4
Test Year Ended: { , Preparer:

Explanation: Explain accounting policy as to sethod of anortization for both progress payaent
and other ITC. Explanation should include at least a description of how the time period for
anortization is determined, when it begins, under mhat circusstances it changes, etc. If there
are unused ITC, supply a schedule showing year generated, amount generated, total amount used
and resaining unused portion. g
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Investment Tax Credits - Section 46(f) Election Florida Public Service Commission

Company: ) Schedule: C-7
Docket No.: Page 4 of 4
Test Year Ended: Preparer:
Historic [ ] or Projected [ ] 1

Explanation: Provide a copy of the election made under Section 46(f), Internal Revenue Code.
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Parent(s) Debt Information

Company: ) ' “Schedule: C-8
Docket No.: Page 1 of __
Test Year Ended: . Preparer:

-——

Line
No.

Explanation: Provide the inforsation required to adjust income tax expense

by the interest expense of the pareat(s) that say be invested in the equity of
the applicant. If a year-end rate base is used, provide on both a year-end and

and an average basis. Amounts should be parent only. e

Florida Public Service Commission

Parent’s Name

% of Cost Heighted
Description fAmount Total Rate Cost
Long-Ters Debt
Short-Tera Debt
Preferred Stock
Comson Equity (State Retained Earnings
Separately - Parent Only)

Deferred Incose Tax
Other

Total w00t
Weighted Cost Parent Debt X 37.63% (or applicable consolidated tax rate)

X Equity of Subsidiary (To C-1)

Supporting Schedules: None
Recap Schedules: C-3
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Income Tax Returns

Coapany:
Docket No.:
Test Year Ended:

Florida Public Service Cosaission

Schedule: C-9
Page 1 of 1
t Preparer:

Explanation: Provide a copy of the most recently filed federal income tax return,
state income tax return and most recent final IRS revenue agent’s report for the
applicant or consolidated entity (whichever type of return is filed). A statement
of when and where the returns and reports are available:for review may be provided
in lieu of providing the returns and reports. ’
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i

Miscellaneous Tax Inforaation Florida Public Service Commission

Coapany: ) ) Schedule: C-10
Docket Mo.: . Page 1 of 1
Test Year Ended: l Preparer:

Explanation: Provide answers to the following questions with respect to the applicant
or its consolidated entity.

(1) What tax years are open with the Internal Revenue Service?
(2) Is the treatment of customer deposits at issue with the IRS?
(3) Is the treatment of contributions in aid of construction at issue with the IRS?

(4) Is the treatment of unbilled revenues at issue with the IRS?
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Schedule of Requested Cost of Capital Florida Public Service Cossission
Beginning and End of Year Average

Schedule: -1
Company: Page __ of __
Docket Mo.: l Preparer:
Test Year Ended:
Schedule Year Ended: Subsidiary [ ] or Consolidated [ ]

Historic [ ] or Projected [ )
_ ) |3~ morrth
Explanation: Provide a schedule which calculates the requested Cost of Capital on a begirning-and-

and-of-year average basis. If a year-end basis is used submit an additional schedule reflecting
year-end calculations. -

(1) (2) (3) (4)
Reconciled )

Line To Requested Cost Heighted
No. Class of Capital Rate Base . Ratio Rate Cost

1 Long-Tera Debt

2 Short-Ters Debt

3 Preferred Stock

4  Customer Deposits

S5  Common Equity

6§  Tax Credits - Zero Cost

1 Tax Credits - Wtd. Cost

8  fAccun. Deferred Income Taxes

9  Other (Explain)

10 Total ‘ 100.00% T

------------------------ ssssssses
---------------------------------

Supporting Schedules: D-2
Recap Schedules: A-1,A-2
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Schedule of Requested Cost of Capital Florida Public Service Commission
13—Month Average Balance

Schedule: D—-1
Company: Page __ of __
Docket No.: ' Preparer:
Test Year Ended:
Schedule Year Ended: Subsidiary [ ] or Consolidated [ ]

Historic [ ] or Projected [ ]

Explanation: Provide a schedule which calculates the requested Cost of Capital on a
13—month average basis. If a year—end basis is used submit an additional schedule reflecting
year—end calculations.

W @ @ @
Line To Requested Cost Weighted
No. Class of Capital Rate B=se Ratio Rate Cost
1 Long—Termm Debt
2 Short—-Term Debt
3 Preferred Stock
4  Customer Deposits
5 Common Equity
6 Tax Credits — Zero Cost
7  Tax Credits — Wtd. Cost
8  Accum. Deferred Income Taxes
9  Other (Explain)
10 Total 100.00% T

Supporting Schedules: D-2
Recap Schedules: A-1,A-2
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Reconciliation of Capital Structure to Requested Rate Base Florida Public Service Commission

13—Month Average Balance

Company: Schedule: D-2
Docket No.: Page __of __
Test Year Ended:

Schedule Year Ended:

Historic [ ] or Projected [ ]

Explanation: Provide a reconciliation of the 13—month average capital structure to requested rate base.
Explain all adjustments. Submit an additional schedule if a year—end basis is used.

(1) @ ) “) ®
Reconciliation Adjustments
Test Year

£3

Class of Capital Per Books Specific (Explain) Prorata *

To Requested
Rate Base

DO~ RN =

-
o
-y
£

* List corresponding adjustments to rate base below:

Description Amount

Supporting Schedules: A—-18,C-7,C-8,D0-3,0-4,0-5,D-7
Recap Schedules: D-1

v 0



Preterred Stock Outsmanding

Florkia Public Service Commission
Company: Explanation: Provide data as specified on preferred stock on a 17—-month Schedule: D-3
Docket No: aversge basis. If the utiiity s an operating division or subsidiary, Page __of __
Teat Year Ended: submit an additional schedule which reflacts the same information for the Preparer:
Uity [ ] or Parent [ ] pasent level.
Historic [ ] or Projected [ ]
({]] @ [E] “) ® [L] m ® ® (10 {11) (12 1y
Principal Discoung Rate
Call Amount Dlacouny of Premium leauing lessuing (Contract Doliar

Provie., 8od Principal or Premium Associated Expense Expense Rate on DiMdend Eftective
Line Description, Coupon Bpecial {Face Amount on Principal With Associated Associated  NetProceeds Face On Face Value Cost Rate
No. Rate, Years of Life Issus Date Restrict. Value) Outstanding  Amount Boid Col (5 With Coli4) With Col(8) B =@+M Velue) (11)x(5) (1200

i

Ascap Bchedules: A-19,0-2



13—-Month Average Cost of Short—-Term Debt Florida Public Service Commission

Company: Schedule: D—-4
Docket No: Page __of _
Test Year Ended: Preparer:

Utility [ ] or Parent []
Historic [ ] or Projected [ ]

Explanation: Provide the following information on a 13—month average basis. If the utility is
an operating division or subsidiary, submit an additional schedule which reflects the same

information for the parent level.
) @ ® @
Total Simple Effective
Line Interest Maturity Average Amt. Cost
No. Lender Expense Date Outstanding Rate
Tl o - o o TR

Recap Schedules: A-19,D-2
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Cost of Long-Term Debt

Florida Public S8ervice Commission
13 -Month Average Basis
Schedule: D-5
Company: Explanation: Provide the specified data on long~term debt issues on a Page __of __
Docket No: 13-month average basis for the test year. Arrange by type of issue Preperer:
Test Year Ended: (It first mortigage bonds). K the utility ls an operating division
Usility [ ) or Parent [ ] , submit an additional schedule which refiects the same
Historkc [ ] or Projected [ ] mmdonmhpmm
(1 @ @ @ ) (8) m (8) (] (10) (11) (12)
Annual Annual
Principal Unamortized Unamortized  Amortization Amort. of Interest

[0 ] Amount Amount Discount Issuing of Discount lesuing Cost Total

Date - Sold Principal Outstanding (Premium) Expense (Premium) Expense on (Coupon Intarest Effective
Line Description, Cotman Maturity (Face Amount Within Associated Assoclated on Principal Principal Rate) x Cost Cost Rate
No. Rate, Years of Lic Date Value) Outstanding One Year With Col(4) With Col(4) Outstanding Outstanding Col (4) (8) + @) +(10) (11V((4) ~(8) - (M)

Total

Supporting Schedules: D-8
Recap Schedules: A-19D-2

~J
o




Cost of Varble Rate Long ~Term Debt

Florida Public S8ervice Commission
13-~Month Average Basis
Schedule: D-8
Company: Explanation: Provide the specified dala on varisbie Page __of _
Doclst No: cost long ~term debt issues on a 13-month basis. Preparer:
Teet Year Ended: If the utiity ls an operating divislon or subskdiary,
Wniiity [ ] or Parent [ ] submit an additional schedule which reflects the same
Historic [ ) or Projectsd [ ] Information for the parent level. .
m @ @ 7] ® C] m ® ® [{C) ([0] 12 ]
Annual Annual
Principal Unamortized Unamortized  Amortization Amort. of Basis of Interest

Issue Amount Amount Discount lssuing of Discount Issuing Varisble Cost Toml

Date- Beld Principal Outstanding Premium) Expence Premium) Expense on Rale (Tost Yoar intorest Effective
Line Description, Coupon Maturity (Face Amount Assoclated Assoclated on Principal Principal (Le. Prime Cost Pate X Cost Cost Rate
No. Rate, Yoars of Lite Date Outstanding  One Year With Coi) WihCol¢t)  Outslanding  Outstanding + %) Col. 4)) (8 +(9)+(11) (12/((4) - (@ ~(N)

Towl

Supporting Schedulea: None
Recap Bchedules: A-19,0-2
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Schedule of Customer Deposits Florida Public Service Commission

Company: Schedule: D-7
Docket No.: Page __of _
Test Year Ended: Preparer:

Utility [] or Parent [ ]
Historic [ ] or Projected [ ]

Explanation: Provide a schedule of customer deposits on a 13—month average basis.

M @ @ @) ©)
Ending
For the Beginning Deposits Deposits Balance
Month Ended Balance Received Refunded (2+3-4)

Recap Schedules: A-19,0-2



Rate Schedule

Company:

Docket Mo.:

Test Year Ended:

Water [ ] or Sewer [ ] L

Florida Public Service Comaission

Schedule: E-1
Page___of
Preparer:

Explanation: Provide a schedule of present and proposed rates. State residential sewer cap, if one exists.

(1) (2) (3)
Class/Meter Size Present - - Proposed
Rates 3 Rates
BFC BFC
Residential

5/8° x 3/4°
K

1-1/2°

e

Etc.

6allonage charge/N6

General Service
5/8° x 3/4°
I-

1-1/2°

5"

Ete.

6allonage charge/Ne

Other (list)
5/8" x 3/4°
I
1-1/2°
?"
Etc.
6allonage charge/NG
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Revenue Schedule at Present and Proposed Rates

Company:

Docket No.:

Test Year Ended:

Water [ ) or Sewer [ ) \

Florida Public Service Comsission

Schedule: E-2
Page__of___
Preparer:

Explanation: Provide a calculation of revenues at present and proposed rates using the billing analysis. Explain
any differences between these revenues and booked revenues. If a rate change occurred during the test year, a rev-

enue calculation must be made for each period.

(1) (2) (3) (4) - (5) (6) )
Huaber Consusption Present Revenues at Proposed Revenues at
Class/Meter Size Bills in K6 Rate Present Rates Rate Proposed Rates
Residential
5/8" x 3/4°
N Gallons
1" Ete.

M Gallons Etc.

Total Residential

Average Bill

General Service
5/8° x 3/4"
M Gallons
1" Ete.
M Gallons Etc.

Total Gen. Serv.

Average Bill

List Other Classes
As Above

Totals

-----------
-----------

-----------
-----------

Unbilled Revenues
Other Revenue
Misc. Serv. Charges
Total Revenue

Booked Revenue

Difference (Explain)

mmmmm. e emm -

.............

--------------
--------------

-------------
.............

--------------
--------------

.............
-------------

..............
--------------

---------------------------

-------------
.............

--------------
..............



Custoaer Monthly 8illing Schedule Florida Public Service Commission

Company: - ' v Schedule: E-3
Docket Ko.: Page__of
Test Year Ended: Preparer:

Water [ ] or Sewer [ ] {

Explanation: Provide a schedule of monthly customers billed or served by class.

(1) (2) (3) (4) (5) () (7)
Line Honth/ General Multi-Fasily - ‘Private Fire Other
Ho. Year Residential Service DOuelling * Protection (List) Total
1
2
3
4
5
6
7
8
9
10
11
12
Total

----------------------------------------------

78
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Hiscellaneous Service Chirges ; Florida Public Service Commission

Cospany: ) _ Schedule: E-4
Docket No.: Page__of___
Test Year Ended: t Preparer:

Water [ ] or Sewer [ ]

Explanation: Provide a schedule of present and proposed miscellaneous service charges. If an increase
is proposed (or new charges), provide a schedule of derivation of charges, unless the charges are
pursuant to the latest Staff Advisory Bulletin 813.
(1) (2) ’ (3)
Present Proposed

------

Type Charge Bus. Hrs. after Hrs. Bus. Hrs. After Hrs.

- semmmes  sssssssss 2 ssssssssss

-------------------

Initial Connection
Normal Reconnection
Violation Reconnection
Premises Visit

Other Charges (List)
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Miscellaneous Service Charge Revenues Florida Public Service Coamission

Company: : ‘ Schedule: E-5
Docket No.: Page__of__
Test Year Ended: : Preparer:
Water [ ] or Sewer [ ) {

Explanation: Provide a schedule of test year miscellaneous charges received by type. Provide an
additional schedule for proposed charges, if applicable.

(1) (2) (3) (4) (9 (¢)
Initial Normal Violation Presises Other
Connection Reconnect Reconnect Visit Charges Total

-----------
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Public Fire Hydrants Schedule Florida Public Service Commission

Company: J ' . Schedule: E-6

Docket No.: Page__of___
Test Year Ended: { Preparer:

Explanation: Provide a schedule of public fire hydrants (including standpipes, etc.) by size. This schedule is
not required for a sewer only rate application.

(1) (2) (3) (4)
Line Ho. Size Type i Quantity

- - e

Total

---------
---------
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Private Fire Protection Service Florida Public Service Commission

Company: ' Schedule: E-7
Docket No.: ] Page__of ___
Test Year Ended: Preparer:

A

Explanation: Provide 2 schedule of private fire protection service by size of connection. This schedule is
not required for a sewer only rate application.

(1) (2) (3) (4)
Line No. Size Type i Quantity

———————— Rt T

Total

---------
---------

Q0
oo



Contracts and Agreesents Schedule Florida Public Service Commission

Coapany: ‘ ' Schedule: £-8
Docket Ho.: Page__of __
Test Year Ended: : Preparer:

\

Explanation: Provide a list of all outstanding contracts or agreements having rates or conditions different
from those on approved tariffs. ODescribe with whom, the purpose and the eleseats of each contract shoun.

(1) (2) (3)

~ Line No. Type .Description

83
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Tax or Franchise Fee Schedule Florida Public Service Comaission

Company: . Schedule: -9
Docket Mo.: Page__of
Test Year Ended: { Preparer:

Explanation: Provide 2 schedule of state, municipal, city or county franchise taxes or fees paid (or payable). state
the type of agreesent (i.e. contract, tax).

(1) (2) (3) 0] (5) ) .
Line Type Tax To Khoa NS How Collected Type
No. . or Fee Paid Amount From Customers Agreesent

———— - ssm 0 sssecesss

" e t——— .
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Service Availability Charges Schedule

Company:

Docket Mo.:

Test Year Ended:

Hater [ ] or Sewer [ ] {

Florida Public Service Comsission

Schedule: E-10
Page__of ___
Preparer:

Explanation: Provide a schedule of present and proposed service availability charges. (See Rule 25-20.580, F.A.C.)

I1f no change is proposed, then this schedule is not required.

(1) cxe {2) (3)
- Present Proposed
Type Charge Charges Charges

System Capacity Charge
Residential-per ERC ( GPD)
All others-per Gallon/Day

Plant Capacity Charge
Residential-per ERC (_____ GPD)
A1l others-per 6allon/Day

Main Extension Charge
Residential-per ERC (______ 6PD)

or-per Lot (_____ Front Footage)
All others-per Gallon/Day
or-per Front Foot

Meter Installation Charge
5/8° x 3/4°
1
1-1/2"
>
Etc.

Service (Lateral) Installation Charge
5/8° x 3[4
It
1-1/2°
2.

Etc.

Back Flow Preventor Installation Charge
5/8" x 3/4
It

1-1/2°
2'
Etc.
Plan Review Charge
Inspection Charge
Guaranteed Revenue Charge
With prepayment of Serv. Avail. Charges
Residential-per ERC (____ €PD)/Month
All others-per Gallon/Month
Without prepayment of Serv. Avail. Charges
Residential-per ERC ( GPD)/Month
All others-per Gallon/Month
Allowance for Funds Prudently Invested (AFPI)
Provide a table of payments by month and years.
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Guaranteed Revenues Received Florida Public Service Commission

Company: : ' Schedule: E-11
Docket No.: Page__of
Test Year Ended: Preparer:
Water [ ] or Sewer [ ] {

Historic [ ] or Projected [ ]

Explanation: Provide copies of all guaranteed revenue contracts with a schedule of billing and receipts
on an annual basis by class,

T @ @) ED) )

For the General
Year Ended Residental Service Other Total

- -
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Class A Utility Cost of Service Study Florida Public Service Comsission

Company: Schedule: E-12
Docket Ko.: Page__of___
Test Year Ended: Preparer:
Water [ ] or Sewer [ ] l

Explanation: ALl Class A utilities whose service classes include industrial customers, whose utilization exceeds an
average of 350,000 GPD, shall provide a fully allocated class cost of service study showing custoser, base (comsodity),
and extra capacity (desand) components under present and proposed rates. This study shall include rate of return by
by class and load (demand) research studies used in the cost allocation. The analysis shall be based upon the AWNA
Manual Ho. 1 and shall comply with current AWNA procedures and standard imdustrial practices for utilities providing
water and sewer service.
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Projected Test Year Revenve Calewlation Florida Public Service Connission

Conpany: Schedule: E-13
Docket No.: Page__of __
Projected lest Yoar Ended: Preparer:

Nater [ ] or Sewer | )

Explanation: 11 a projected test year is used, provide a schedule of Mistorical snd projected bills and consusption by classification. Include 2
calculation of each projection factor on a separale schedule, il necessary. Lisl olher classes or sater sizes as applicadle.

{1] (2) (3) (1) (3) (¢) (1) (8) U] (10) (1)
Historical Prof. Proj. Test  Test Year Pro). Project. 1Y Preseat Projected Proposed Pro). Rev,
Class/neter Site Year Bills  Factor Year Bills  Consusplion facter Consusption  Rates IV Revenws  Rales Requiresent
Residential
M_’t' e

|
1-1J2°, Kte.
Callonage Charge/ns

..................................................................

..................................................................

Genaral Service
s/e° x 34
I

1-1/2°, fte.
Gallonage Charge/ng

..................................................................

..................................................................

Bulti-Fasily Owellings
sfo* x 34*
"
1-1/2°, kte,
Gallonage Charge/ns

..................................................................

Total

..................................................................

Private Fire Protection
*

¢
- .
‘ .
fte.
Total
................................. R demEssaien EEST——
Grand Tolal Bills
$3233333838 S33%izzszsz zzzazmais: 13323222222 33333332222 EEr it H




Billing Analysis Schedules ) Florida Puhli: Service Comsission

Company: ' Schedule: E-14
Docket Mo.: Page___of___
Test Year Ended: L Preparer:

water [ ] or Sewer [ ]
Customer Class:
Meter Size:

Explanation: Provide a billing analysis for each class of service Dy meter size. For applicants having
aaster setered sultiple dwellings, provide number of bills at each -level by meter size or number of bills
categorized by the nuaber of units. Round consusption to nearest 1,000 gallons & begin at zero. If a rate

change occurred during the test year, provide a separate billing analysis which coincides with each period.

(1) (2) (3) (¢) (5) (6) m . (8)
¢ gallons Consolidated
Consumpt. Kumber Cusulative Consumed Cumulative Reversed Factor Percentage
Level of Bills Bills (1)x(2) gallons Bills [(1)x(6))#(5)  of Total
0
1
2
3

89



Gallons of Water Pusped, Sold and Unaccounted For Florida Public Service Comaission
In Thousands of Gallons

Schedule F-1
Company: Page 1 of __
Docket Ho.: . . Preparer:

Test Year Ended:

Explanation: Provide a schlq.lle of gallons of water pusped, sold and unaccounted for each sonth of the test
year. The gallons puped should match the flows shoun on the monthly operating reports sent to DER. The other
uses may include plant use, flushing of hydrants and water and seser lines, line breakages and fire flous.
Provide all calculations to substantiate the other uses. If unaccounted for water is greater than 10%, pro-
vide an explanation as to the reasons why; if less than 10%, Coluans 4 & 5 Bay be omitted.

(1) (2) (3) 2 (4) (5) (6)

’ Unaccounted 4
Month/ Total €allons Gallons Gallons Other For Mater Unaccounted
Year Pusped Purchased Sold Uses (1)#(2)-(3)-(4)  For Water
1
2
3
4
5
6
1
8
9
10
11
12
Total

90




Gallons of Wastewater Treated Florida Public Service Commission
In Thousands of Gallons

Schedule F-2
Company: Page 1 of __
Dotket Mo.: ' Preparer:

Test Year Ended:

F
Explanation: Provide a schedulé of gallons of wastewater treated by individual plant for each month of the
historical test year. Flow data should match the the moathly operating reports seat to DER.

(1) (2) (3) (4) (5) (6)
Individual Plant Floms Total Purch.
Month/ Total Plant Semage
- Year (Nane) (Name) (Name) {Mame) Flows Treatsent
1
2
3
4
5 -
[
1
8
9
10
11
12
Total

-------------------------------------------- - e sssssmsssmemn
--------------------------------------- - -— Sersssssasasa
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Water Treatment Plant Data _ Florida Public Service Cosmission

Company: Schedule F-3
Docket No.: . ) Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide the following information for each water treatsent plant. If the systea has water plants that
are interconnected, the data for these plants may be combined. All flow data sust be obtained froa the monthly oper-
ating reports (MORs) sent to the Department of Environmental Regulation.

DATE &PD
1..  Plant Capacity
The hydraulic rated capacity. If different from that shown
on the DER operating or construction persit, provide an explanation.
2. Haximua Day e —_—
The single day with the highest pumpage rate for the test
year. Explain, on a separate page, if fire flow, line-breaks
or other unusual occurances affected the flow this day.
3. ilve-Day Max Year (1) ———
- ) G —_—
The five days with the highest puspage rate fros any one (3) e —
sonth in the test year. Provide an explanation if fire flow, (4) —_—
line-breaks or other unusual occurances affected the flows on (5) —_—
these days.
AVERAGE ____
4. Average Daily Flow
5.  Required Fire Flow _—

The standards will be those as set by the Insurance Service
Organization or by a governsental agency ordinance. Provide
docusents to support this calculation.
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Hastewater Treatment Plant Data Florida Public Sefviu Coamission

Company: Schedule F-4
Docket No.: - . Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide the folluinq inforsation for each wastesater treatment plant. All flow data must be obtained
froa the monthly operating reports ‘(MORs) sent to the Department of Environmental Regulation.

HOKTH &P

1.  Plant Capacity

The hydraulic rated capacity. If different from that shown

on the DER operating or construction permit, provide an explanation.
2.  Average Daily Flow Max Month

fn average of the daily flows during the peak usage month

during the test year. Explain, on a separate page, if this

peak-month was influenced by abnormal infiltration due to
rainfall periods.
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Used and Useful Calculations
Water Treatment Plant

Company:
Docket No.:
Test Year Ended:

Explanation: Provide all calculations,
the used and useful percentages for the
the projected test year (if applicable).

Florida Public Service Cosmission

Schedule F-5
Page 1 of _
Preparer:

analyses and governmental requiresents used to determine
uater treatment plant(s) for the historical test year and

Recap Schedules: 4-5,4-9,8-13
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Used and Useful Calculations Florida Public Service Commission
Mastewater Treatsent Plant

Company: . Schedule F-6
Docket No.: Page I of _
Test Year Ended: Preparer:

Explanation: Provide all ukulations, analyses and governsental requiresents used to determine
the used and useful percentages for the wastemater treatment plant(s) for the historical test year
and the projected test year (if applicable).

Recap Schedules: A-6,A-10,6-14
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Used and Useful Calculations Florida Public Service Cosmission
Water Distribution and Wastewater Collection Systems

Company: ] ) Schedule F-7
Docket No.: Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide all uiculations. analyses and governmental requiresents used to determine
the used and useful percentages for the water distribution and wasteater collection systeas for
the historical and the projected test year (if applicable). The capacity should be in teras of
ability to serve a2 designated number of connections. It should then be related to actual connected
density for historical year calculations. Explain all assuaptions for projected calculations. If
the distribution and collection systess are entirely contributed or built-out, this schedule is
not required. %

Recap Schedules: A-5,4-6,4-9,A-10,8-13,B-14
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Hargin Reserve Calculations Florida Public Service Comsmission

Company: Schedule F-8
Docket Mo.: . Page 1 of _
Test Year Ended: ‘ ' Preparer:

Explanation: If a margin reserve is requested, provide all calculations and analyses used to
detersine the amount of margin reserve for each portion of used and useful plant.

Recap Schedules: F-5,F-6,F-7
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Equivalent Residential Connections - Mater Florida Public Service Commission

Company: Schedule F-9
Docket Mo.: ) Page 1 of __
Test Year Ended: - Preparer:

Explanation: Provide the following information in order to calculate the average growth in ERCs for the last
five years, including the test\year. If the utility does not have single-fanily residential (SFR) custosers,
the largest customer class should be used as a substitute.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

SFR Custosmers . SFR Gallons/ Total Total Annual

Line 6allons SFR €allons ERCs § Incr.

No. Year Beginning Ending Average Sold (5)/(4) Sold (7)/(¢)  in ERCs

1 TY-4 ---

2 n-3

3 -2

4 -1

5 A

Average Growth Through 5-Year Period (Col. 8)

---------
.........
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Equivalent Residential Connections - Wastemater Florida Public Service Commission

Company: Schedule F-10
Docket Mo.: : . Page 1 of _
Test Year Ended: Preparer:

Explanation: Provide the fullou%ng inforsation in order to calculate the average growth in ERCs for the last
five years, including the test year. If the utility does not have single-family residential (SFR) customers,
the largest customer class should be used as a substitute.

(1) (2) (3) (4) (5) (6) (1) (8) - (9

SFR Customers SFR gallons/ Total Total fAnnual

Line Gallons SFR Gallons ERCs % Incr.
No. Year Beginning Ending  Average Treated (5)/(4) Treated (7)/(6)  in ERCs

1 TY-4 - i
2, T3

3 M2

¢ Tl

5 Y

fverage Growth Through 5-Year Period (Col. 8)

---------
---------
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CERTIFICATION OF
PUBLIC SERVICE COMMISSION

FORM INCORPORATED BY REFERENCE IN RULE 25-30.437

FILED WITH THE DEPARTMENT OF STATE

Pursuant to Rule 1S5-1.005, Florida Administrative Code, I
hereby certify that the attached is a true and complete copy of
Form PSC/WAS 20 ( / ), "Class B Water and/or Wastewater Utilities
Financial, Rate and Engineering minimum Filing Requirements", which
is incorporated by reference in Rule 25-30.437, Florida
Administrative Code.

Under the provisions of paragraph 120.54(13)(a), F.S., the
incorporated material takes effect 20 days from the date filed with

the Department of State or a later date as set out below:

Effective:
(month)

Number of Pages Certified

(S EAL)

adp25-30.mrd



: CLASS B
WATER AND/OR WASTEWATER UTILITIES

FINANCIAL, RATE
AND ENGINEERING
MINIMUM FILING
REQUIREMENTS

OF

Exact Legal Name of Utility

FOR THE
TEST YEAR ENDED , 19

FORM PSC/WAW 20 ( / )



SCHED PAGE

Al
A-2
A-3
A4
A-5
A6
A7
A8
A9
A-10
A-11
A-12
A-13

A-14
A-15
A-16
A-17
A-18
A-19

B-1
B-2
B-3

B-5
B-7

B9

B-10
B-11
B-12
B-13
B-14
B-15

33

g

Schedule of Rate Base - Water

Schedule of Rate Base - Sewer

Adjustments to Rate Base

Annual Plant Additions and Balances

Water Plant in Service By Primary Account

Sewer Plant in Service By Primary Account

Summary of Non-Used and Useful Plant

Water Accumulated Depreciation By Primary Account
Sewer Accumulated Depreciation By Primary Account
Annual CIAC Additions and Balances

CIAC By Classification

Annual Accumulated Amortization of CIAC Additions
and Balances

Accumuiated Amortization of CIAC By Classification
Schedule of AFUDC Rates Used

Annual Advances For Construction Additions and Balances
Calculation of Working Capital Allowance
Comparative Balance Sheet - Assets

Comparative Balance Sheet - Liabilities

NET OPERATING INCOME

Schedule of Water Operating Statement

Schedule of Sewer Operating Statement

Adjustments to Operating Statements

Test Year Revenues

Operation and Maintenance Expenses By Month - Water

Operation and M: intenance Expenses By Month - Sewer

CompantweOpemonandemmamcExpenscs Water
parative Operation and Maintenance Expenses - Sewer

Schedulc of Test Year Contractual Services

Analysis of Rate Case Expense

Analysis of Major Maintenance Projects - Water and Sewer

Schedule of Allocated Expenses

Depreciation Expense - Water

Depreciation Expense - Sewer

Schedule of Taxes Other Than Income

0001



E
2

C1
C3
CsS5
C7

c9
C-10

D-1
D-3
D-5
D-7

E-1
E-2
E3

E-5
E-7

E9

E-10
E-11
E-12
E-13
E-14

F-I
F-2
F-3
F4

ANUINZTRIARARBD 228LIN RABSEEEOHD28E

3333

DESCRIPTION OF SCHEDULE

INCOME TAX

General Instructions For Income Tax Schedules
Reconciliation of Total Income Tax Provision
State and Federal Income Tax Calculation - Current
Schedule of Interest In Tax Expense Calculation
Book/Tax Differences - Permanent
Deferred Tax Expense
Accumulated Deferred Income Taxes
Investment Tax Credits
Parent(s) Debt Information
Income Tax Returns
Miscellaneous Tax Information

QOST OF CAPITAL

Requested Cost of Capital

Reconciliation of Capital Structure to Requested Rate Base
Preferred Stock Outstanding

Short-Term Debt

Long-Term Debt

Variable Rate Long-Term Debt

Schedule of Customer Deposits

RATE SCHEDULES

Rate Schedule

Revenue Schedule At Present and Proposed Rates
Customer Monthly Billing Schedule
Miscellaneous Service Charges
Miscellaneous Service Charge Revenue

Public Fire Hydrants Schedule

Private Fire Protection Schedule
Contracts and Agreements Schedule

Tax or Franchise Fee Schedule

Service Availability Charges Schedule
Guaranteed Revenue Received Schedule

Class A Utility Cost of Service Study

Projected Test Ye.r Revenue Calculaticn

Billing Analysis Schedule

ENGINEERING SCHEDULES

Gallons of Water Pumped, Sold and Unaccounted For
Gallons of Wastewater Treated

Water Treatment Plant Data
Wastewater Treatment Plant Data

0002
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SCHED PAGE

F-5
F-6
F-7

F8
F9
F-10

REB BEY

DESCRIPTION OF SCHEDULE

ENGINEERING SCHEDULES (Continued)

Used and Useful Calculations - Water Treatment Plant
Used and Useful Calculations - Wastewater Treatment Plant
Used and Useful Calculations - Distribution and Collection
Systems

Margin Reserve Calculations

Equivalent Residential Connections - Water

Equivalent Residential Connections - Wastewater
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INSTRUCTIONS FOR COMPLETING THE MINIMUM FILING REQUIREMENTS FORMS
FOR CLASS B UTILITIES

For all schedules which call for a simple average, provide the balance for the
onddmeyaarpdortomom)mrmdmmolmmyoar. The simple average
is thus the average between these two balances.

It should be noted that the working capital method to be used is the formula method

(1/8 of O & M Expenses) without an allowance for deferred debits. If a utility submits a
working capital allowance based on the balance sheet method, the cost incurred for this
calculation will not be considered in rate case expense. When using the formula method,
the exclusion of debits from working capital, for regulatory purposes, does not extend to
deferred debits arising from the tax consequesnces of receiving CIAC previously exempt from
income taxes by Section 118(b) of the Intemnal Revenue Code.

Bosurammcbdemdmofmeachachlaatmetopdoachschoduowhmpmvlded.
This is especially important in cases where a projected test year is employed.

Be sure to read Rule Sections 25-30.436 to 25-30.442 for additional MFR requirements.

Compilete all schedules as instructed. Iif you have specific questions regarding any
schedule, please call the Division of Water and Wastewater for clarification.

. Itis the position of the Florida Public Service Commission that the NARUC system of
accounts applicable to water and wastewater utilities requires a breakdown of revenues
by customer class specified in the sub—accounts under NARUC account numbers 461, 521 and
522. However, the Commission will automatically grant a waiver of this requirement upon
request for all rate cases filed on or before July 1, 1992. After July 1, 1992, a request
for waiver of this requirement will have to be justified by the utility.

CiQyg



Schedule of Water Rate Base Florida Public Service Commission

Company: Scheduie: A-1
Docket No.: , Page 1 of 1
Schedule Year Ended: ) " Preparer;

Interin [ ] Final [ ]
Historical [ ] Projected [ ]

Explanation: Provide the calculation of average rate base for the test year, showing all adjustments.
All non-used and useful itess should be reported as Plant Held For Future Use. If method other

than foraula approach (1/8 O&M) is used to deteraine working capital, provide additional schedule
showing detail calculation.

(1) (2) (3) (4) (5)
Balance Adjusted
Line Per Utility Utility Supporting
No. Description Books fAdjusteents Balance Schedule(s)
1 Utility Plant in Service A-5
2 Utility Land & Land Rights #-5
3 Less: Mon-Used & Useful Plant A-7

4 Construction Work in Progress -

S Less: Accusulated Depreciation A9
6 Less: CIAC A-12
7 #Accusulated Amortization of CIAC =14

8 Acquisition Adjustments -
9  Accus. Amort. of Acq. Adjustaents -
10  Advances For Construction A-16

11 Working Capital Allowance a-17

——— - -

12 Total Rate Base

---------------------------------------
---------------------------------------
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Schedule of Sewer Rate Base Florida Public Service Commission

Company: Schedule: A-2
Docket No.: . . Page 1 of 1
Schedule Year Ended: Preparer:

Interin [ ] Final [ ]
Historical [ ] Projected [ )

Explanation: Provide the calculation of average rate base for the test year, showing all adjustments.
All non-used and useful iteas should be reported as Plant Held For Future Use. If method other

than foraula approach (1/8 O&M) is used to determine working capital, provide additional schedule
showing detail calculation.

(1) (2) (3) (4) ()
Balance fdjusted
Line Per Utility Utility Supporting
No. Description Books Adjustaents Balance Schedule(s)
1 Utility Plant in Service a-6
2 Utility Land & Land Rights -6
3 Less: Non-Used & Useful Plant #-1

4 Construction Work in Progress =

5 Lless: Accumulated Depreciation A-10
6 Less: CIAC A-12
1  fccumulated Asortization of CIAC A-14

B Acquisition Adjustments -

9 Accum. Amort. of Acq. Adjustments -

10 Advances For Construction A-16
11  Working Capital Allowance A-17
12 Total Rate Base

---------------------------------------

0006




Schedule of Adjustments to Rate Base Florida Public Service Commission

Company:

Docket Mo.: ) ) Schedule: A-3
Schedule Year Ended: Page __ of __
Interim [ ] Final [ ] Preparer:

Ristoric [ ] or Projected [ ]

Explanation: Provide a detailed description of all adjustments to rate base per books,
with a total for each rate base line itea.

Line
No. Description Water Sewer

0007



Schedule of Water and Sewer Plant in Service Florida Public Service Cosmission
Annual Balances Subsequent to Last Established Rate Base

Schedule: &-4
Company: ) ) Page __ of __
Docket Mo.: Preparer:

Test Year Ended:

Explanation: Provide the annual balance of the original cost of plant in service, for water and sewer
separately, for all years since either rate base was last established by this Comsission, or the date of
inception of utility service if rate base has not been established previously by this Cosmizsion; and
yearly additions, retirements, and adjustments by dollar amount up to the end of the test year. Provide
an additional page if necessary. If a projected test year is used, include the projected annual additions
and/or retirements specifically identifying those amounts.

Year-End Balance
Line

Ko. Description Water Sewer

1 _J/_/__ Balance

2 19_ Additions
19__ Retirements
15__ Adjustments

_J_J/__ Balance
19__ Additions

19__ Retiresents
19__ fAdjustments

9 _/_/_ Balance
10 19_ Additions

11 19_ Retiresents
12 19__ Adjustments

13 _J/_/_ Balance
14 19_ Additions

15 19_ Retiresents
16  19__ Adjustments

17 _/_J__ Balance
18 19_ Additions

19 19_ Retirements
20 19_ Adjustments

21 _/_J__ Balance

F

------------------------------

05 =4 O~ N

------------------------------

—sssssesscene. ceccssem e ———

..............................
..............................

Supporting Schedules: A-5,A-6
Recap Schedules: A-18

0008



Schedule of Water Plant in Service By Primary Account
Beginning and End of Year Average

Company:

Docket No.:

Schedule Year Ended:
Historic [ ] or Projected [ ]

Explanation: Provide the ending balances

and average of plant in service for the prior
year and the test year by primary account.
Also show non-used & useful amounts by account.

Florida Public Service Commission

Schedule: A-5
Page __ of __
Preparer:

Recap Schedules: A-1,A-4

Line
No.

— e e B b =
szgzw:;mhwmﬂommqmmbm\,_l

(2] € Cd M N R RN
2L URNUREEERRERGES

e
>

(1) (2)
Prior

Account No. and Name Year

F 3
-

(3)
Test
Year

(4)

Average

(5) (6)
Non-Used & Non-Used &
Useful % faount

INTAKGIBLE PLANT

301.1 Organization

302.1 Franchises

339.1 Other Plant & Hisc. Equipment
SOURCE OF SUPPLY AND PUMPING PLANT
303.2 Land & Land Rights

304.2 Structures & Isprovements
305.2 Collect. & Impound. Reservoirs
306.2 Lake, River & Other Intakes
307.2 Wells & Springs

308.2 Infiltration Galleries & Tunnels
309.2 Supply Mains

310.2 Power Generation Equipment
311.2 Pusping Equipment

339.2 Other Plant & Misc. Equipment
WATER TREATMENT PLANT

303.3 Land & Land Rights

304.3 Structures & Improvements
320.3 Water Treatment Equipsent
339.3 Other Plant & MWisc. Equipment
TRANSMISSION & DISTRIBUTION PLANT
303.4 Land & Land Rights

304.4 Structures & Improvements
330.4 Distr. Reservoirs & Standpipes
331.4 Transs. & Distribution Mains
333.4 Services

334.4 Meters & Meter Installations
335.4 Hydrants

339.4 Other Plant & Misc. Equipment
GENERAL PLANT

303.5 Land & Land Rights

304.5 Structures & Improvesents
340.5 Office Furniture & Equipment
341.5 Transportation Equipment
342.5 Stores Equipment

343.5 Tools, Shop & Garage Equipment
344.5 Laboratory Equipment

345.5 Power Operated Equipaent
146.5 Communication Equipment

347.5 Miscellaneous Equipsent

348.5 Other Tangible Plant

TOTAL $

------------------------------------
....................................

------------
............



Schedule of Sewer Plant in Service By Primary Account
Beginning and End of Year Average

Company: Explanation: Provide the ending balances

Docket No.: ) and average of plant in service for the prior
year and the test year by primary account.
fAlso show non-used & useful amounts by account.

Schedule Year Ended:
Historic [ ] or Projected [ ]

Florida Public Service Cosmission

Schedule: &-6
Page __ of
Preparer:

—_—

Recap Schedules: A-2,A-4

(1) (2) (3) (4) (6)
Line Prior Test Non-Used & Hon-Used &
Ko. Account Ko. and Name Year Year Average Asount

INTANGIBLE PLANT

351.1 Organization

352.1 Franchises

389.1 Other Plant & Misc. Equipment
COLLECTION PLANT

353.2 Land & Land Rights

354.2 Structures & Improvesents
360.2 Collection Sewers - Force
361.2 Collection Sewers - Gravity
362.2 Special Collecting Structures
363.2 Services to Customers

364.2 Flow Measuring Devices

365.2 Flow Measuring Installations
389.2 Other Plant & Misc. Equipment
SYSTEM PUMPING PLANT

353.3 Land & Land Rights

354.3 Structures & Improvesents
370.3 Receiving Wells

371.3 Pumping Equipment

389.3 Other Plant & Nisc. Equipment
TREATHENT AND DISPOSAL PLANT

353.4 Land & Land Rights

354.4 Structures & Iaprovesents
380.4 Treatment & Disposal Equipment
381.4 Plant Sewers

382.4 Outfall Sewer Lines

389.4 “Other Plant & Misc. Equipsent
28 GENERAL PLANT

29 353.5 Land & Land Rights

30 354.5 Structures & Improvesents

31 390.5 Office Furniture & Equipment
32 191.5 Transportation Equipment

33 392.5 Stores Equipsent

34 393.5 Tools, Shop & Garage Equipment
35 394.5 Laboratory Equipment

36 395.5 Power Operated Equipment

37 396.5 Comsunication Equipment

38 397.5 Miscellaneous Equipment

39 398.5 Other Tangible Plant

P e e e
MR R RN EE SRR EE R E S o ma o v oo

40 TOTAL 5 $ 5

....................................

------------
------------



Non-Used and Useful Plant - Summary Florida Public Service Cosmission

Company: . Explanation: Provide a summary of the items Schedule: A-7
Docket No.: included in non-used and useful plant for Page __ of _
Schedule Year Ended: the test year. Provide additional support Preparer:
schedules, if necessary.
(1) (2) (3) (4)
Line Average Amount  Utility Balance
No. Description Per Books Adjustments Per Utility

HATER
1 Plant in Service
2 Land
3 Accusulated Depreciation

4 Other (Explain)

5 Total

.....................................
.....................................

SEMWER
6 Plant in Service
7 Land
8 Accusulated Depreciation

9  Other (Explain)

10 Total

-------------------------------------
-------------------------------------

Supporting Schedules: A-5,8-6,A-9,A-10
Recap Schedules: #&-1,A-2
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Schedule of Water and Sewer Accumulated Depreciation Florida Public Service Commission
Annual Balances Subsequent to Last Established Rate Base

“Company: _ , Schedule: A-8
Docket Mo.: Page __ of __
Test Year Ended: Preparer:

Explanation: Provide the annual balance of accumulated depreciation, for water and sewer separately, for
all years since either rate base was last established by this Comsission, or the date of inception of
utility service if rate base has not been established previously by this Comsission; and yearly additions,
retirements, and adjustments by dollar amount up to the end of the test year. Provide an additional page
if necessary. If a projected test year is used, include the projected additions and/or retirments
specifically identifying those amounts.

Year-End Balance
Line

No. Description Nater Sewer

1 _J_/_ Balance
2 19_ Additions

- e ns .-

3 19__ Retiresents
4 19_ Adjustsents
S _f_/_ Balance
6 19_ Additions

‘7 19_ Retirements
8 19_ Adjustments

- -

9 _J/_/_ Balance
10 19__ Additions

11 19__ Retirements
12 19__ Adjustments

13 _/_/_ Balance
14 19_ Additions

15 19__ Retiresents
16  19_ Adjustments

17 _J_J_ Balance
18 19_ Additions

19 19_ Retirements
20 19__ Adjustments

21 _/_/_ Balance

------------------------------

------------------------------
..............................

Supporting Schedules: #-9,A-10
Recap Schedules: A-18
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Schedule of Water Accumulated Depreciation By Primary Account

Beginning and End of Year Average

Company:

Docket No.:

Schedule Year Ended:
Historic [ ] or Projected [ ]

Explanation: Provide the ending balances and
average of accumulated depreciation for the
prior year and the test year by primary account.
Also show non-used & useful amounts by account.

Florida Public Service Commission
Schedule: #A-9

Page __ of __
Preparer:

Recap Schedules: A-1,A-8

(1)
Line

No. Account Ho. and Name

(2) (3) (4) (5)
Prior Test
Year Year fiverage

(6)

Non-Used & Non-Used &
Useful §

Amount

INTANGIBLE PLANT
301.1 Organization
302.1 Franchises

307.2 Mells & Springs

—
omcn-..lo-ma-mm-—l

p—
—

309.2 Supply Mains

[ vl s
L2

311.2 Pumping Equipment

-
L

HATER TREATHENT PLANT

B RO = e e e
ﬁﬁ-—-cmm—do-

333.4 Services

RS
Y e

335.4 Hydrants

R
- o

GENERAL PLANT

2838

342.5 Stores Equipment

[
[0

344.5 Laboratory Equipment

L CN N
~i O~ U

348.5 Other Tangible Plant

[ 2]
= -]

ToTAL

339.1 Other Plant & Misc. Equipment
SOURCE OF SUPPLY AND PUMPING PLANT
304.2 Structures ¢ Improvesments
305.2 Collect. & Impound. Reservoirs
306.2 Lake, River & Other Intakes

308.2 Infiltration Galleries & Tunnels
310.2 Power Generation Equipment
339.2 Other Plant & Misc. Equipament

304.3 Structures & Improvements
320.3 Water Treatsent Equipment
339.3 Other Plant & Misc. Equipment
TRANSHISSION & DISTRIBUTION PLANT
304.4 Structures & Isprovements
330.4 Distr. Reservoirs & Standpipes
I31.4 Transam. & Distribution Mains

334.4 Meters & Meter Installations
339.4 Other Plant & Misc. Equipment
304.5 Structures & Isprovesents
340.5 Office Furniture & Equipment
341.5 Transportation Equipaent

343.5 Tools, Shop & Garage Equipment
345.5 Power Operated Equipment

346.5 Communication Equipment
347.5 Miscellaneous Equipment

------------------------------------

....................................
....................................

0013
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Schedule of Sewer Accumulated Depreciation By Primary Account
Beginning and End of Year Average

Company:

Docket Mo.:

Schedule Year Ended:
Historic [ ] or Projected [ ]

Explanation: Provide the ending balances and
average of accumulated depreciation for the
prior year and the test year by priwary account.
Also show non-used & useful amounts by account.

Florida Public Service Commission
Schedule: A-10

Page __ of __

Preparer:

Recap Schedules: #&-2,A-8

(1) 2) (3)
Prior Test
Year Year

Line
No. Account No. and Hame

(4)

Average

(5)

(€)

Non-Used & Non-Used &

Useful §

Anount

INTANGIBLE PLANT

351.1 Organization

352.1 Franchises

389.1 Other Plant & Misc. Equipment
COLLECTION PLANT

354.2 Structures & Isprovements
360.2 Collection Sewers - Force
361.2 Collection Sewers - Gravity
362.2 Special Collecting Structures
10 363.2 Services to Custosmers

11 364.2 Flow Measuring Devices

12 365.2 Flow Measuring Installations
13 389.2 Other Plant & Misc. Equipment
14 SYSTEM PUNPING PLANT

15 354.3 Structures & Improvements

16 370.3 Receiving Hells

17 371.3 Pumping Equipment

18 389.3 Other Plant & Misc. Equipment
19  TREATMENT AND DISPOSAL PLANT

20 354.4 Structures & Improvesents

21  380.4 Treatment & Disposal Equipment
22 381.4 Plant Sewers

23 382.4 oOutfall Sewer Lines

24 389.4 Other Plant & Misc. Equipment
25 GENERAL PLANT

26 354,5 Structures & Isprovesents

21 390.5 Office Furniture & Equipment
28 391.5 Transportation Equipment

29 392.5 Stores Equipaent

30 393.5 Tools, Shop & Garage Equipaent
31 394.5 Laboratory Equipsent

32 395.5 Power Operated Equipment

33 396.5 Communication Equipment

34  391.5 Hiscellaneous Equipment

35 398.5 Other Tangible Plant

\ﬂﬂﬁlﬁ&ﬂh“”b—l

36 TOTAL $ $

0014
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Schedule of Water and Sewer Contributions in Aid of Construction Florida Public Service Commission
Annual Balances Subsequent to Last Established Rate Base

Company: ; ) Schedule: A-11
Docket No.: Page _ of _
Test Year Ended: Preparer:

Explanation: Provide the annual balance of contributions in aid of construction, for water and sewer
separately, for all years since either rate base was last established by this Comaission, or the date of
inception of utility service if rate base has not been established previously by this Commission; and
yearly additions and adjustments by dollar amount up to the end of the test year. Provide an additional
page if necessary. If a projected test year is used, include the projected additions and/r retirments
specifically identifying those amounts. Show any retirments as adjustaents.

Year-End Balance

Line
No. Description Hater Sewer
1 _/_J_ Balance

2 19__ Additions
3 19_ Adjustsents

4 _/_J/__ Balance
5 19_ additions
6 19_ Adjustments

1 _/_/_ Balance
B 19__ Additions
9 19_ Adjustments

10 _/_f_ salance
11 19_ Additions
12 19__ Adjustments

13 _/_/_ Balance
14 19__ Additions

15 19_ Adjustments
16 __/_/_ Balance

17 19__ Additions
18 19__ Adjustments

19 _/ [/ Balance

......

------------------------------

------------------------------

- -

csmsnmses - - -

———— ——

..............................
..............................

Supporting Schedules: A-12
Recap Schedules: A-19
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Schedule of Contributions in Aid of Construction By Classification Florida Public Service Cosmission
Beginning and End of Year Average - Water and Sewer
Schedule: a-12
Company: . _ Page __ of __
Docket Mo.: Preparer:
Schedule Year.Ended:
Historic [ ] or Projected [ ]

Explanation: Provide the ending balances and average of CIAC, by classification for the prior year and the test year.
If a projected year is employed, provide breakdown for base year and intermediate year also.

(1) (2) (3) (4)
Line Prior Year Test Year
No. Description -=f==[-- -=[--{-- fverage

KATER
1 Plant Capacity Fees
2 Line/Main Extension Fees
3 Meter Installation Fees
4 Contributed Lines

5 Other (Describe)

7 Total

------------------------------------
....................................

SEWER
8 Plant Capacity Fees
9 Line/Main Extension Fees
10 Contributed Lines
11 Other (Describe)

12

13 Total

------------------------------------

Recap Schedules: A-1,A-2,A-11
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Schedule of Water and Sewer Accumulated Amortization of CIAC Florida Public Service Comsission
Annual Balances Subsequent to Last Established Rate Base

Company: ) Schedule: A-13
Dacket No.: Page __ of __
Test Year Ended: Preparer:

Explanation: Provide the annual balance of accumulated amortization of CIAC, for water and sewer
separately, for all years since either rate base was last established by this Commission, or the date of
inception of utility service if rate base has not been established previously by this Cosmission; and
yearly additions and adjustsents by dollar amount up to the end of the test year. Provide an additional
page if necessary. If a projected test year is used, include the projected additions and/or retirments
specifically identifying those amounts. Show any retirments as adjustments.

Year-End Balance
Line

No. Description Water Sewer

1 _J_/__ Balance

2 19__ Additions
3 19_ Adjustments

4 _[_[_ Balance
5 19_ Additions
6 19_ Adjustments

1 _/_/_ Balance
8 19_ Additions
9 19_ Adjustsents

10 __/_/__ Balance
11 19__ Additions

12 19_ Adjustaents

13 _/_/__ Balance
14 19__ Additions
15 19__ Adjustaents

16 __J__[/_ Balance
17 19__ Additions
18 19__ Adjustsents

19 __/_]_ Balance

e T e LT T

------------------------------
..............................

Supporting Schedules: A-14
Recap Schedules: A-19
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Schedule of Accumulated Amortization of CIAC By Classification
Beginning and End of Year Averaga - Water and Sewer

Company:

Docket No.:

Schedule Year Ended:
Historic [ ] or Projected [ ]

Florida Public Service Commission

Schedule: A-14
Page __ of __
Preparer:

Explanation: Provide the ending balances and average of Accusulated Amortization of CIAC by classification, if possible, for the prior
year and the test year. If a projected year is employed, provide breakdown for base year and intermediate year also.

(1)

Line Prior

No. Description

HATER
1 Plant Capacity Fees
2 Line/Main Extension Fees
3 Meter Installation Fees
4 Contributed Lines

S Other (Describe)

1 Total

---------------------
---------------------

SEWER
8 Plant Capacity Fees
9 Line/Main Extension Fees
10 Contributed Lines
11 Other (Describe)
12

13 Total

--------------------

Recap Schedules: #-1,A-2,A-13

---------------



Schedule of Annual AFUDC Rates Used Florida Public Service Commission

Company: Schedule: A-15
Docket Ho.: ) _ Page __ of __
Test Year Ended: Preparer:

Explanation: Provide the annual AFUDC rates used since either rate base was last established by this
Coamission, or the date of inception of utility service if rate base has not been established previously.
Include a description of practices and authority of rate(s) used.

0019



Schedule of Water and Sewer Advances For Construction

Annual Balances Subsequent to Last Established Rate Base

Company:
Docket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: A-16
Page __ of __
Preparer:

Explanation: Provide the annual balance of Advances For Construction, for water and sewer separately, for
all years since either rate base was last established by this Commission, or the date of inception of
utility service if rate base has not been established previously by this Commission; and yearly additions
and adjusteents by dollar amount up to the end of the test year. Provide an additional page if necessary.
If a projected test year is used, include the projected additions and/or retirements, specifically identi-
fying those amounts. Also provide a brief description of the applicant's policy regarding advances.

Line
No.

10
i
12

13
14
15

16
17
18

19

Description

_[|_/__ Balance

19__ Additions
19__ Adjustments

_J_[__ Balance
19__ Additions
19__ Adjustsents

_|_]__ Balance
19__ Additions
19__ Adjustments

_J_|__ Balance
19__ Additions
19__ Adjustments

_[_|__ Balance
19__ Additions
19__ Adjustments

_[_/__ Balance
19__ Additions
19__ Adjustments

_|_|__ Balance

Supporting Schedules: Mone
Recap Schedules: A-1,A-2,A-19

0020

Year-End Balance

Water

Sexer

...............

---------------

_______________

---------------

...............

...............

---------------

---------------



Schedule of Working Capital Allowance Calculation Florida Public Service Comamission

Company: Schedule: A-17
Docket No.: Page __ of __
Test Year Ended: Preparer:

Recap Schedule: A-1, A-2

Explanation: Provide the calculation of working capital using the forsula method. This is calculated
by taking the balance of O&M Expenses divided by 8.

0021



Comparative Balance Sheet - Assets

Florida Public Service Cosmission

Company: Explanation: Provide a balance sheet Schedule: A-18
Docket No.: for years requested. Provide same for Page __ of __
Test Year Ended: historical base or intermediate Preparer:

years, if not already shown.

(1) (2) (3)
Line Test Year Prior Year
Ho. ASSETS Ended --/--f-- Ended --/--/--
1 Utility Plant in Service

15
16

18
19
20
21

22

Construction Work in Progress
Other Utility Plant Adjustments

GROSS UTILITY PLANT
Less: Accumulated Depreciation

NET UTILITY PLANT

Cash

hccounts Rec'b - Customer

Notes & Accts. Rec’d - Assoc. Cos.
ficcounts Rec'b - Other

Allowance for Bad Debts

Materials & Supplies

Hiscellaneous Current & Accrued Assets

______________

TOTAL CURRENT ASSETS

Unasortized Debt Discount & Exp.
Prelim. Survey & Investigation Charges
Clearing Accounts

Deferred Rate Case Expense

Other Hiscellaneous Deferred Debits
ficcur. Deferred Income Taxes

--------------

TOTAL DEFERRED DEBITS

--------------

TOTAL ASSETS

--------------
..............

0022
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Comparative Balance Sheet - Equity Capital & Liabilities

Company: Explanation: Provide a balance sheet

Dacket No.: i for years requested. Provide same for

Test Year Ended: historical base or intermediate
years, if not already shomn.

Florida Public Service Commission

Schedule: A-19
Page __ of
Preparer:

(1)
Line
No. EQUITY CAPITAL & LIABILITIES

Common Stock Issued
Preferred Stock Issued
fdditional Paid in Capital
Retained Earnings

Other Equity Capital

o M&WMHI

TOTAL EQUITY CAPITAL

Bonds

Reacquired Bonds

fAdvances From Associated Companies
Other Long-Term Debt

—
© O 00~

11 TOTAL LONG-TERM DEBT

7 Accounts Payable

8 MNotes Payable

9 MNotes & fAccounts Payable - Assoc. Cos.
10 Customer Deposits

11  Accrued Taxes

12 fAccrued Interest

13 Accrued Dividends

14 Misc. Current & Accrued Liabilities

15 TOTAL CURREMT & ACCRUED LIABILITIES

16 Advances For Construction

17  Other Deferred Credits

18  Accus. Deferred ITCs

19 Operating Reserves

20 TOTAL OEFERRED CREDITS & OPER. RESERVES

21 Contributions in Aid of Construction
22 Less: Accus. Amortization of CIAC

23  Accusulated Deferred Income Taxes

24 TOTAL EQUITY CAPITAL & LIABILITIES

Ended -=/~-/-- Ended --/--/--

----------------------------

----------------------------

---------------------------

..............
..............

--------------
..............



Schedule of Water Net Operating Incomse Florida Public Service Commission

Company: Schedule: B-1
Schedule Year Ended: i ‘ Page __ of __
Interin [ ] Final [ ) Docket Ko.:
Historic [ ] or Projected [ ] Preparer:

Explanation: Provide the calculation of net operating income for the test year. If amortization (Line 4) is related to any amount
other than an acquisition adjustment, submit an additional schedule showing a description and calculation of charge.

(1) (2) (3) (4) (5) (6) (7)
Balance Utility Utility Requested Requested
Line Per Test Year Adjusted Revenue Annual Supporting
No. Description Books Adjustments Test Year Adjustaent Revenues Schedule(s)
1 OPERATING REVENUES B-4
2 Operation & Maintenance 8-5
3 Depreciation, net of CIAC Amort. B-13
4 mmortization
5 Taxes Other Than Income B-15
6 Provision for Income Taxes c-1

1 OPERATING EXPENSES

8 MET OPERATING INCOME

-----------------------------------------------------------------
-----------------------------------------------------------------

9  RATE BASE

--------------------------

-------------
--------------------------

10 RATE OF RETURN

et s s men - szszrz=rees=s
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Schedule of Sewer Net Operating Income

Company:

Schedule Year Ended:

Interim [ ] Final [ ]
Historic [ ] or Projected [ ]

Florida Public Service Commission

Schedule: 8-2
Page __ of __
Docket Ho.:
Preparer:

Explanation: Provide the calculation of net operating income for the test year. If amortization (Line 4) is related to any amount
other than an acquisition adjustaent, submit an additional schedule showing a description and calculation of charge.

T OPERATING EXPENSES

8 NET OPERATING INCOME

9 RATE BASE

10 RATE OF RETURN

(1) (2) (3) (4) (s) (6) (7)
Balance Utility Utility Requested Requested
Line Per Test Year Adjusted Revenue Annual Supporting
No. Description Books Adjustments Test Year Adjusteent Revenues Schedule(s)
1 OPERATING REVENUES B-4
2 Operation & Maintenance B-6
3 Depreciation, net of CIAC Amort. B-14
4 fmortization
5 Taxes Other Than Income B-15
6 Provision for Income Taxes -1

B ——

-----------------------------------------------------------------
-----------------------------------------------------------------

-------------
.............

-------------
-------------

.............
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Schedule of Adjustments to Operating Income Florida Public Service Commission

Company: Schedule: 8-3
Schedule Year Ended: . ) Page __ of __
Interin [ ] Final [ ) Docket Mo.:
Historic [ ] or Projected [ ] Preparer:

Explanation: Provide a detailed description of all adjustments to operating income per books, with a total for each
line ites shown on the net operating income statement.

Line
No. Description Hater Sewer

—

0026



Test Year Operaling Revenves

Explanation: Complete the following reveaue schedule

Florida Public Service Comaissicn

Cospany: for the historical test year or base year, If general Schedule: 8-4
bocket Mo.: service reveave is not accounted for by sub-account, then Page __ of _
Schedule Yeir Ended show the total asount wnder metered-or measured-cossercial Preparer:
and provide an explanation, Recap Schedules: 8-1,8-2
WATER SALES . SEWER SALLS (1)

Line Total Tetal
o. hccount No. and Description Mater hccount o, and Description Sewer

1 460 Usasetered Nater Revenve 521.1 Flat Rate - Residential

2 461.1 Metered - Residential §21.2 Flat Rate - Cossercial

3 461.2 Metered - Comsercial §21.3 Flat Rate - Industrial

4 461.3 metered - Industrial 521.4 Flat Rate - Public muthorities

S 46).4 netered - Public Asthorities §21,5 Flat Rate - molti-Fasily

6  461.5 Metered - Multi-Faaily S21.6 Flat Rate - Other

1 462.1 public Fire Protection $22.1 Beasured - Residential

8 462.2 Private Fire Protection 522.2 Measured - Cossercial

9 464 Other Sales - Public Authorities $22.3 Measured - Industrial

10 485 Irrigation Custosers 522.4 measured - Public Muthority

11 466 Sales for Resale $22.5 Measured - Bulti-Fasily

12 461 Interdepartsental Sales 523  Other Sales - Public Muthorities

13 B et 520 “Revenues {roa Other Systeas

i TOTAL MATER SALES 525 Interdepartsental Sales

15 eecessascennes Reasmcsssnanes
16 OTHER WATER REVEWUES TOTAL SEMER SALES

17 410 Forfeited Discounts eereee——aeeae
18 471 Hisc. Service Revenwes OTHER SEWER REVENUES

19 . 472 Reats Froa Mater Property 531  Sale of Sludge

20 413 Interdepartaeata] Reats 532 Forfeited Discounts

21 44 Other Mater Revesves S34  Rents Froa Sewer Property

el eeveeeesesenee 545  Iaterdeparteental Rents

2 TOTAL OTEER MATER REVENUES 536  Other Sewer Revenves

u EARREp A s
% TOTAL MATER OPERATING REVENUES TOTAL OTHER SEWER REVENVES

“ S3ss=zsgsssaas R
i TOTAL SEWER OPERATING REVERUES

”
. 0027
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Detail of Operation & Maintenance Expeases By Month - Nater

Conpany:

Docket No.:

Schedule Year Ended:
Historic [ ] or Projected ( )

Explanation: Provide a schedule of operation ind mainlenance
expenses by primary account for each month of the Lest year.

I schedule has to ba continved on 2nd page, reprint the account
titles and nuabers.

Florida Public Service Comission

Schedule: 8-5
Page __ of __
Preparer:

Recap Schedules: B-1

Line
No.

—_
--nnm‘uu—l

1
1
13
U
15
1%

18
1"

2

2
A

(1

fccount No. and Name

(8)
Honth

(m
Honth

(6)
Honth

(5)
Honth

(3) (1)
Hoath Honth

()
Honth

(10) (1) (13)

Hoath

(12) (14)
Total

Annual

(%)

Nonth Nonth Nonth Honth

601
603

610
613
111
1]
20
(11}

613
e
635
(11}

657
658
459

&61
610
815

Salaries L Wages - Eoployees
Salaries & Wages - Officers, Etc.
Eaployee Pensions § Benelits
Purchased Water

Purchased Power

Fuel for Poxer Purchased
Chenicals

Naterials & Supplies

Contractual Services - Engr.
Contractual Services - Acct.
Contractual Services - Legal
Contractual Services - Mgat. fees
Contractual Services - Other
Reatal of Building/Real Prop.
Renlal of Equipaent
Transportation Expenses
Insurance - Vehicle

Insurance - General Lisbility
Insurance - ¥orkuan's Cosp.
Insurance - Other

fdvertising Expense

Reg. Coas. Exp. - Rale Case Asorl.
feg. Cons, Exp, = Other

Bad Debt Expense

Niscellaneous Expenses

ToTAL

............................................

............................................

...........................................................
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Detail of Operation b Maintenance Expenses By Month - Sewer

Conpany:

Docket Mo.:

Schedule Year Ended:
Historic [ ) or Projected [ )

Explanation: Provide a schedule of operation and maintensnce
expenses by primary account for each nonth of the test year,

11 schedule has to ba continued on 2nd page, reprint the account
titles and nusbers.

Florida Public Service Commission

Schedule: B-4 —
Page __ of __
Preparer:

Recap Schedules: 8-2

()
Honth

—————

(1)
Line

No. Account No. and Nase

l

Salaries & Wages - Esployeus
Salaries § Wages - Officers, Etc.
Eaployes Pensioas b Benelils
Purchased Sewage ITreatment
Sludge Resoval Expense

Purchased Power

Fusl for Power Purchased
Chenicals

Haterials & Supplies

Contractual Services - Engr.
Contractual Services - Acct,
Contractual Services - Legal
Contractual Services - Ngat. Fees
Contractual Services - Other
Rental of duilding/Real Prop.
fental of Equiprent
Transportation Expenses
Insurance - Vehicle

Insurance - General Liability
Insurance - Norkean's Cosp.
Insurance - Other

Advertising Expense

Reg. Cosa. Exp. - Rate Case Maort.
Reg. Cosa. Exp. - Other

Bad Debt Expense

Niscellaneous Expenses

101
108
104
1o
m
113
116
118
120
13
132
133
1
135
L
Lrd
150
156
157
158
159
160
166
161
m
ns

L A e

~ s e A —
- v -~ aoNzEIsS=ES s R—S e

-----------

u T0TAL L ] L] L] i b L] ] L] L]

IzssIiizzz

(10) (1)

Honth

(®

Honth

t)]
Month

U
Honth

(6)
Honth

(5)
Konth

(3 (4

Honth Nonth Nonth

(12)

Nonth

(13)
Konth

(14)
Total
Annual

sssssssssms sssssssmsss mssessmssss SSITSTIISE s sssrssEssss Terrsssssss mmsssssssss SEssssESEEE
...................... TITIIITIIND IIININIINIT DZITIII3333 SII35333330 foiTSnoaanc sgassessiin =2

srsssssmans sess
...........

..................................




Operation & Maintenance Expense Comparison - Water Florida Public Service Coamission

Company: Schedule: B-7
Docket No.: ) Page __ of _
Test Year Ended: Preparer:

Explanation: Complete the following comparison of the applicant’s current and prior test year OM expenses before this
Commission. Provide an explanation of all differences which are not attributable to the change in customer growth and

the CPI-U. If the applicant has not had a previous rate case, use the year 5 years prior to the test year for comparison.
Provide an additional schedule, if necessary, to explain differences.

(1) (2) (3) (4) (5) (6)
Line Prior TY  Current TY $ t

No. ficcount No. and Name 1 —J_/_ Difference Difference Explanation

601 Salaries & Wages - Employees

603 Salaries & Wages - Officers, Etc.
604 Employee Pensions & Benefits

610 Purchased Water

615 Purchased Pouer

616 Fuel for Power Purchased

618 Chemicals

620 Materials & Supplies

631 Contractual Services - Engr.

632 Contractual Services - Acct.

633 Contractual Services - Legal

634 Contractual Services - Hgat. Fees
635 Contractual Services - Other

641 Rental of Building/Real Prop.

642 Rental of Equipment

650 Transportation Expenses

656 Insurance - Vehicle

657 Insurance - General Liability
658 Insurance - Worksan's Comp.

659 Insurance - Other

660 Advertising Expense

666 Reg. Coma. Exp. - Rate Case Amort.
667 Reg. Coms. Exp. - Other

670 Bad Debt Expense

675 Miscellaneous Expenses

5-0:::-40\1.-&:»”.—'

Bt het Bt pat pea e e e e
DRERBREBSSSEGEARE

[
o

ToTAL $ § $

27 Total Customers

--------------------------------------------
............................................

28 Consumer Price Index - U

............................................
............................................

0039



Operation & Maintenance Expense Comparison - Sewer Florida Public Service Commission

Company: Schedule: B-8
Dacket No,: ) Page __ of __
Test Year Ended: Preparer:

Explanation: Complete the following comparison of the applicant’s current and prior test year OtM expenses before this
Cosmission. Provide an explanation of all differences which are not attributable to the change in customer grouth and
the CPI-U, If the applicant has not had a previous rate case, use the year 5 years prior to the test year for comparison.
Provide an additional schedule, if necessary, to explain differences.

(1) (2) (3) (4) (5) (¢)
Line Prior TY  Current TY $ t

No. fccount No. and Mame A1 _J_/_ ditference Difference Explanation

701 Salaries & Wages - Eeployees

703 Salaries & Wages - Officers, Etc.
704 Employee Pensions & Benefits

710 Purchased Sewage Treatsent

711 Sludge Removal Expense

715 Purchased Power

716 Fuel for Power Purchased

718 Chemicals

720 Materials & Supplies

10 731 Contractual Services - Engr.

11 732 Contractual Services - Acct.

12 733 Contractual Services - Legal

13 634 Contractual Services - Mgmt. Fees?
14 735 Contractual Services - Other

15 741 Rental of Building/Real Prop.

16 742 Rental of Equipment

17 750 Transportation Expenses

18 756 Insurance - Vehicle

19 757 Insurance - General Liability

20 758 Insurance - Workman’s Comp.

21 759 Insurance - Other

22 760 Advertising Expense

25 766 Reg. Comm. Exp. - Rate Case Asort.
24 767 Reg. Comm. Exp. - Other

25 710 Bad Debt Expense

26 715 Miscellaneous Expenses

-oeu-;mm-u-um-—-l

27 TOTAL $ § §

-------------------------------------------
-------------------------------------------

28 Total Customers

--------------------------------------------
--------------------------------------------

29 Consumer Price Index - U

--------------------------------------------
--------------------------------------------

0031



Contractual Services Florida Public Service Commission

Company: Schedule: 8-9
Docket Mo.: . ) . Page __ of __
Test Year Ended: Preparer:

Explanation: Provide a complete list of outside services which were incurred during the test year. List
by type of service, such as accounting, engineering or legal, and provide specific detail of work performed
by each consultant and the associated cost breakdown by itess. Provide amounts separated by systea and
sethod of allocation if appropriate. Specific detail is not necessary for charges which are less than 2%
of the test year revenues for that system. Do not include rate case expense charges.

(1) (2) (3) (4) (s)
Line
No. Consultant Type of Service Asount Description of Work Performed

0032



Analysis of Rate Case Expense Florida Public Service Commission

Company: Schedule: B-10
Docket Ho.: ) ) Page __ of __
Test Year Ended: Preparer:

Explanation: Provide the total amcunt of rate case expense requested in the application. State whether the total includes the
amount up to proposed agency action or through a hearing before the Commission. Provide a list of each firm providing services
for the applicant, the individuals for each firm assisting in the application, including each individual's hourly rate, and an
estimate of the total charges to be incurred by each firm, as well as a description of the type of services provided. Also
provide the additional information for amortization and allocation sethod, including support behind this determination.

_ [ (@) (3) “

Line Firm or Hourly Rate  Total Estimate

No. Vendor Name Counsel, Consultant or Witness Per Person  Of Charges By Fira
Total

Estimate Through
[ ]rpaa
[ ] Comission Hearing

Amortization Period __ Years
Explanation if different from Section 367.0816, Florida Statutes:

Amortization of Rate Case Expense: (8) (8)
Hater Sewer

()
Total

(5)
Type of
Service Rendered

Prior Unamortized Rate Case Expense
Current Rate Case Expense

- -

Total Projected Rate Case Expense

---------------------------------
.................................

Annual Amortization

.................................
---------------------------------

Method of Allocation Between Systess:
(Provide Calculation)

0033



Analysis of Major Maintenance Projects - Water & Sewer Florida Public Service Cossission
For the Test Year and 2 Years Prior and 1 Year Subsequent

Company: _ ) Schedule: B-11
Docket Mo.: Page __ of __
Test Year Ended: Preparer:

Explanation: Provide an analysis of all maintenance projects greater than 2% of test year revenues per
systea which occurred during the 2 years prior to the test year, the test year, and the budgeted amount for
1 year subsequent to the test year. For each project, provide a description, the total cost ar budgeted
amount and how often the project should be repeated.

0034



Allocation of Expenses Florida Publice Service Commission

Company: Schedule: B-12
Docket Mo.: ) , Page __ of __
Schedule Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanation: Provide a schedule detailing expenses which are subject to allocation between systems (water, sewer & gas, otc.)
showing allocation percentages, gross amounts, amounts allocated, and a detailed description of the method of allocatior.
Provide a description of all systems other than water and sewer.

(1) (@2 3) (¥ (5) (6) (7) (8) (9)
Allocation Percentages Asounts Allocated

Line Acct.

No.  Mo. Description Water Sewer Other Total Description of Allocation Method Mater Sewer Other Total

—
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Net Depreciation Expense - Water

florida Public Service Commission

Company: Schedule: 8-13
Docket Mo.: Page __ of __
Test Year Ended: Preparer:

Recap Schedules: s8-1

Explanation: Provide a schedule of test year non-used and useful depreciation expense by primary account.

(1)

fccount No. and Name

(2)
Test Year
Expense

(3)
Utility
Adjustments

(4)
fAdjusted
Balance

Line

(5)
% Mon-Used
and Useful

(6)
Future Use
Anount

INTANGIBLE PLANT

301.1 Organization

302.1 Franchises

339.1 Other Plant & Misc. Equipment
SOURCE OF SUPPLY AND PUMPING PLANT
304.2 Structures & Isprovesents
305.2 Collect. & Impound. Reservoirs
306.2 Lake, River & Other Intakes
307.2 WMells & Springs

10 308.2 Infiltration Galleries & Tunnels
11 309.2 Supply Mains

12 310.2 Power Generation Equipment

13 311.2 Pusping Equipaent

14 339.2 Other Plant & Misc. Equipment
15  WATER TREATMENT PLANY

16 304.3 Structures & Improvements

17  320.3 Water Treatment Equipament

18 339.3 Other Plant & Misc. Equipment
19  TRANSHISSION & DISTRIBUTION PLANT

20 304.4 Structures & Isprovements

21  330.4 Distr. Reservoirs & Standpipes
22 331.4 Transa. & Distribution Mains
23 332.4 Services

24 334.4 Meters & Meter Installations
25 335.4 Hydrants

26 339.4 Other Plant & Misc. Equipsent
2] GENERAL PLANT

28 304.5 Structures & Imsprovesents

29 340.5 Office Furniture & Equipment
30 341.5 Transportation Equipment

31 342.5 Stores Equipment

32 343.5 Tools, Shop & Garage Equipment
33 344.5 Laboratory Equipment

34 345.5 Power Operated Equipment

35 346.5 Communication Equipsent

36 347.5 Hiscellaneous Equipment

37 348.5 Other Tangible Plant

vﬂOh‘O‘\-U’!&-mNWI

38 TOTAL DEPRECIATION EXPENSE $ $ $

LESS: AMORTIZATION OF CIAC

---------------------------------

NET DEPRECIATION EXPENSE - WATER $ § $

----------------------

--------------------------------

-----------

-----------

...........



Net Depreciation Expense - Sewer Florida Public Service Commission

Company: Schedule: B-14
Docket No.: ) ) Page __ of __

Test Year Ended: Preparer:

Historic [ ] or Projected [ ] Recap Schedules: B-2

Explanation: Provide a schedule of test year non-used and useful depreciation expense by primary account.

) (1) (2) (3) (4) (5) (6)
Line Test Year Utility Adjusted % Non-Used Future Use
fAccount No. and Mame Expense  Adjustments Balance  and Useful Amount

INTANGIBLE PLANT

351.1 Organization

352.1 Franchises

389.1 Other Plant & Misc. Equipaent
COLLECTION PLANT

354.2 Structures & Improvements
360.2 Collection Sewers - Force
361.2 Collection Sewers - Gravity
362.2 Special Collecting Structures
363.2 Services to Customers

364.2 Flow Measuring Devices

365.2 Flow Measuring Installations
389.2 Other Plant & Misc. Equipment
SYSTEN PUMPING PLANT

354.3 Structures & Isprovements
370.3 Receiving Wells

371.3 Pumping Equipment

389.3 Other Plant & Misc. Equipment
TREATHENT AND DISPOSAL PLANT

354.4 Structures & Isprovements
380.4 Treataent & Disposal Equipaent
381.4 Plant Sewers

382.4 Outfall Sewer Lines

389.4 Other Plant & Misc. Equipament
GENERAL PLANT

354.5 Structures & Isprovements
390.5 Office Furniture & Equipment
391.5 Transportation Equipment
392.5 Stores Equipment

393.5 Tools, Shop & Garage Equipment
394.5 Laboratory Equipment

395.5 Power Operated Equipament
396.5 Communication Equipment
397.5 HMiscellaneous Equipment
398.5 Other Tangible Plant

—
om-m-no-m#o-na—l

P R R PR B et s e e Bt e et e e

[
o

TOTAL DEPRECIATION EXPENSE $ $ $ 3

LESS: AMORTIZATION OF CIAC

.......................

MET DEPRECIATION EXPENSE - SEWER $ $ $ $

--------------------------------------------
--------------------------------------------



Taxes Other Than Income

Company:

Docket No.:

Schedule Year Ended:
Historic [ ] or Projected [ ]

Explanation: Complete the following schedule of all taxes other than incose.

Florida Public Service Commission

Schedule: B-15

Page __
Preparer:

of

Recap Schedules: B-1,8-2

For all allocations, provide description of allocation and calculations.

Line
No.

HATER
l

U B 8N

9
SEWER
10

1
12
13
14

15

16
17

18

(1)

Description

(2) (3)
Regulatory
Assessaent Payroll
Fees (RAFs) Taxes

(5) (6)

Real Estate
& Personal

Property

Other Total

Test Year Per Books

Adjustments to Test Year (Explain)

Total Test Year Adjustments

Adjusted Test Year

RAFs Assoc. with Revenue Increase

Total Balance

Test Year Per Books

Adjustments to Test Year (Explain)

Total Test Year Adjustments

Adjusted Test Year

RAFs Assoc. with Revenue Increase

Total Balance

--------------------------

-

----------------------

--------------------------------------------
--------------------------------------------

-----------
...........

----- - ———

0038

-------

...... - =

..........................
..........................



GEHERAL INSTRUCTIONS FOR INCOME TAX SCHEDULES

. fAny utility that is not currently and never has been a C
corporation may omit Section C in its entirety.

., A1l utilities that are currently C corporations shall complete
Schedules C-1 through C-7, C-9 and C-10.

. A1l utilities that are not currently, but have been C corporations
in the past, shall complete Schedules C-5 through C-7.

. Only utilities that are C corporations and also participate in the
filing of a consolidated return shall cosplete Schedule C-8.

If difficulty is experienced in completing any schedule, contact
staff for clarification before the MFRs are due.

If production of any schedule is impractical or will impose an

excessive economic burden upon the utility, a request for a waiver
pay be made in accordance with Rule 25-30.436(4), F.A.C.

0039



Reconciliation of Total Income Tax Provision Florida Public Service Commission

Company: ' ' Schedule: C-1
Dacket No.: Page 1 of 1
Test Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanation: Provide a reconcilation between the total operating income tax provision and the currently payable
income taxes on operating income for the test year.

Line Total Utility Utility
No. Description Ref. Per Books  Adjustments Adjusted Water Sewer
“I- (:urrer.a:;u Expense ) -;::; ---------------------------------------------------------
2 Deferred Income Tax Expense ¢-5
3 ITC Realized This Year c-8
4 I1C Amortization c-8

(3% ITC and IRC 46(f)(2))

5 Parent Debt Adjustsent c-9

---------------------------------------------------------

6 Total Income Tax Expense

---------------------------------------------------------

Supporting Schedules: (-2,C-5,C-8,C-9
Recap Schedules: B-1,B-2

0040



State and Federal Income Tax Calculation - Current

Company:

Docket Ko.:

Test Year Ended:

Historic [ ] or Projected [ ]

Florida Public Service Commission

Schedule: C-2
Page 1 of 1
Preparer:

Explanation: Provide the calculation of state and federal income taxes for the test year.
Provide detail on adjustments to income taxes and investeent tax credits generated.

—m———— - ———

1 Het Utility Operating Income (Sch. B-1)
2 Add: Income Tax Expense Per Books (Sch. B-1)

3 Subtotal
4 Less: Interest Charges (Sch. C-3)

5 Taxable Income Per Books

Schedule M Adjustments:
3 Persanent Differences (From Sch. C-4)
T ¢ Timing Differences (From Sch. C-5)

8 Total Schedule M Adjustments

9 Taxable Income Before State Taxes
10 Less: State Income Tax Exemption ($5,000)

11  State Taxable Income

12 State Income Tax (5.5% of Line 11)
13 Esergency Excise Tax

14 Credits

15 Current State Income Taxes

16  Federal Taxable Income (Line 9 - Line 15)
17 Federal Income Tax Rate

18 Federal Income Taxes (Line 16 x Line 17)
19 Less: Investment Tax Credit Realized
This Year (Sch. C-8)

20 Current Federal Inc. Taxes (Line 18 - Line 19)

Sumnmary:
21 Current State Income Taxes (Line 15)
22 Current Federal Income Taxes (Line 20)

23 Total Current Income Tax Expense (To C-1)

Supporting Schedules: B-1,8-2,C-3,C-4,C-5,C-8
Recap Schedules: C-1

e ey A ——

Total
Per Books

Utility
fAdjustments

Utility
Adjusted Water

Sewer

-----------

---------------------------------------------------------

---------------------------------------------------------

---------------------------------

---------------------------------------------------------

---------------------------------------------------------

-------- -

.............
-------------

-----------
...........
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Schedule of Interest In Tax Expense Calculation

Company:

Docket No.:

Test Year Ended:

Historic [ ] or Projected [ ]

Florida Public Service Commission
Schedule: C-3

Page 1 of 1

Preparer:

Supporting Schedules: D-1,C-8
Recap Schedules: C-2

Explanation: Provide the amount of interest expense used to calculate income taxes on Schedule Mo. C-2.
Explain any changes in interest expense in detail giving amount of change and reason for change. If the basis
for allocating interest used in the tax calculation differs from the basis used in allocating current income
taxes payable, the differing bases should be clearly identified.

—————

-

Line Total Utility Utility
No. Description Per Books  Adjustments Adjusted Hater Sewer
1 Interest on Long-Ters Debt
2 Asortization of Debt Premius,
Disc. and Expense Net
3 Interest on Short-Term Debt
4 Other Interest Expense
5 AFUDC
6 ITC Interest Synchronization
(IRC 46(f)(2) only - See below)
7 Total Used For Tax Calculation
Calculation of ITC Interest Synchronization Adjustment
ONLY for Option 2 companies (See Sch. C-B, pg. 4) Total Debt Only
Weighted Weighted
Balances From Schedule D-1 Amount Ratio Cost Cost Cost

8 Long-Tere Debt
9  Short-Ters Debt
19 Preferred Stock
11 Common Equity

12 Total

13 ITCs (from D-1, Line 7)
14 Weighted Debt Cost (From Line 12)

15 Interest Adjustment (To Line 6)

———— L -

-------------

.........................................................

---------------------------------------------------------
---------------------------------------------------------

-------------
.............



Book/Tax Differences - Persanent Florida Public Service Commission

Company: : 7 : Schedule: C-4
Docket No.: Page 1 of 1

Test Year Ended: Preparer:
Historic [ ] or Projected [ ]

Explanation: Provide the description and amount of all book/tax differences accounted for as permanent
differences. This would include any items accounted for on a flow through basis.

-----------------------------------------------

Supporting Schedules: MNone
Recap Schedules: (-2

0043




Deferred Income Tax Expense Florida Public Service Commission

Company: . ' Schedule: C-5
Docket No.: Page 1 of 1
Test Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanation: Provide the calculation of total deferred income tax expense for the test year.
Provide detail on iteas resulting in tax deferrals other than accelerated depreciation.

Line Total Utility Utility
No. Description Per Books  Adjustments Adjusted Water Sewer

-----------------------------------------------

Tining Differences:

--------

1 Tax Depreciation and Amortization
2 Book Depreciation and Amortization

...................................

3 Difference

4 Other Timing Differences (Itemize):

---------------------------------------------------------

5 Total Timing Differences (To C-2)

6 State Tax Rate
7 State Deferred Taxes ( Line § x Line 6)

eesmsssssssee eSessssssess Sessesssssss Ssssscassss sssssssss=s

8 Timing Differences For Federal Taxes
(Line 5 - Line 7)

9 Federal Tax Rate

10 Federal Deferred Taxes (Line B x Line 9)

11  Add: State Deferred Taxes (Line 7)

12 Total Deferred Tax Expense (To C-1)

--------------------------------------------------------
........................................................

Supporting Schedules: None
Recap Schedules: C-2

0044



Accusulated Deferred Income Taxes - Susmary Florida Public Service Commission

Cospany: ' | Schedule: C-6
Docket No.: Page 1 of 3
Test Year Ended: Preparer:

Explanation: For each of the accusulated deferred tax accounts provide a susmary of the ending balances
as reported on pages 2 & 3 of this schedule. The same annual balances should be shown.

------------

- ——— -

Account No. Account No. Net Deferred Income Taxes
Line = = seeeemceemcmcecscccccccccmecees eee- ses.  seessssessetsesteseecsaeentee

No. Year State Federal Total State Federal Total State Federal Total

Supporting Schedules: C-7,Pg2 &3
Recap Schedules: #-18,A-19,D-2

0045



Accumulated Deferred Income Taxes - State Florida Public Service Commission

Company: ' Schedule: C-6
Docket No.: Page 2 of 3
Test Year Ended: . Preparer:

Explanation: For each of the accunulated deferred tax accounts provide annual balances
beginning with the year of the last rate case and ending with the test year.

---------------------

Account No. Account Ho.
Current Flowback  Adjust. Current  Flowback  Adjust.
Line Beginning  Year To Curr. Debit Ending  Beginning Year  To Curr. Debit Ending
No. Year Balance Deferral Year (Credit) Balance  Balance  Deferral Year (Credit)  Balance

............. - - - -

- messssses sSssssssas Sssssseee

Supporting Schedules: None
Recap Schedules: C-é
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Accumulated Deferred Income Taxes - Federal

Company:
Docket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-¢
Page 3 of 3
Preparer:

Explanation: For each of the accuaulated deferred tax accounts provide annual balances
beginning with the year of the last rate case and ending with the test year.

............. [Rp——

--------------------------------------------------------

Account Ho. Account Ho.
Current Flowback  Adjust. Current Flowback  Adjust.
Line Beginning  Year To Curr. Debit Ending  Beginning Year To Curr. Debit Ending
No. Year Balance Deferral Year (Credit)  Balance  Balance  Deferral Year (Credit)  Balance

Supporting Schedules: MNone
Recap Schedules: C-6

-—— =  esssssssss sessssees Ssssesses 2 Ssssssoss
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Investaent Tax Credits - Analysis

Coapany:
Docket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-7
Page | of 4
Preparer:

Explanation: Provide an analysis of accumulated tax credits generated and amortized on an annual
basis beginning with the test year in the last rate case to the end of the current test year.
faounts provided by the Revenue Act of 1971 and subsequent acts should be shown separately froa
amounts applicable to prior laws. Identify progress payments separately.

.........................................................................

3% I
Asount Realized Amortization
Prior Prior
Line Beginning Current Year Current Year
Ko. Year Balance Year Adjust. Year fdjust.

-------------

Supporting Schedules: MNane
Recap Schedules: C¢-2,C-3,C-10,0-2,4~18,A-19

------------------------------------------------------

............................................................................

44 1I1C
fmount Realized Amortization
Prior Prior
Ending Beginning  Current Year Current Year Ending
Balance  Balance Year Adjust. Year Adjust.  Balance

------------------------------------------------------



Investment Tax Credits - Analysis

Company:
Dacket No.:
Test Year Ended:

Florida Public Service Commission

Schedule: C-7
Page 2 of 4
Preparer:

Explanation: Provide an analysis of accuaulated tax credits generated and amortized on an annual
basis beginning with the test year in the last rate case to the end of the current test year.
Amounts provided by the Revenus Act of 1971 and subsequent acts should be shown separately froa
amounts applicable to prior laws. Identify progress payments separately.

------------------------------------------------------------------------

BY ITC
Anount Realized Amortization
Prior
Line Baginning Current Year Current
No. Year Balance Year Adjust. Year

-------------

Supporting Schedules: Mone
Recap Schedules: C-2,C-3,C-10,0-2,A-18,4-19

---------------------------------------------

-----------------------------------------------------------------------------

10% ITC
fmount Realized Amortization
Prior Filor
Beginning Current Year Current Year Ending
Balance Year Adjust. Year Adjust.  Balance

------------------------------------------------------



Investment Tax Credits - Company Policies Florida Public Service Commission

Company: ' Schedule: C-7
Docket No.: Page 3 of 4
Test Year Ended: Preparer:

Explanation: Explain accounting policy as to method of amortization for both progress payment
and other ITC. Explanation should include at least a description of how the time period for
amortization is determined, when it begins, under what circusstances it changes, etc. If there
are unused ITC, supply a schedule showing year generated, amount generated, total amount used
and resaining unused portion.

------- —m—— mme——— -— - - ——
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Investment Tax Credits - Section 46(f) Election Florida Public Service Commission

Cospany: ‘ . Schedule: C-7
Docket Ho.: Page 4 of 4
Test Year Ended: Preparer:

Historic [ ] or Projected [ ]

Explanation: Provide a copy of the election made under Section 46(f), Internal Revenue Code.

- - —— B L e e T T
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Parent(s) Debt Information Florida Public Service Comaission

Company: ) ' Schedule: C-8
Docket No.: Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide the information required to adjust income tax expense by
by the interest expense of the parent(s) that may be invested in the equity of
the applicant. If a year-end rate base is used, provide on both a year-end and
and an average basis. Amounts should be parent only.

Parent’s Name

Line % of Cost Weighted
No. Description fmount Total Rate Cost

m—mmm mmssssm—— ——— ———

1 Long-Term Debt

———

- - = esscssese

2 Short-Term Debt
3 Preferred Stock

4 Common Equity (State Retained Earnings
Separately - Parent Only)

S Deferred Income Tax

6 Other

1 Total 100.00%

-------------------------------
-------------------------------

8 Weighted Cost Parent Debt X 37.63% (or applicable consolidated tax rate)
X Equity of Subsidiary (To C-1)

Supporting Schedules: None
Recap Schedules: (-3

0052



Income Tax Returns Florida Public Service Commission

Company: ‘ . Schedule: C-9
Docket Ho.: Page 1 of |

Test Year Ended: Preparer:

Explanation: Provide a copy of the most recently filed federal income tax return,
state income tax return and sost recent final IRS revenue agent’s report for the
applicant or consolidated entity (whichever type of return is filed). A statesent
of when and where the returns and reports are available for review say be provided
in lieu of providing the returns and reports.

0053



Miscellaneous Tax Inforsation Florida Public Service Commission

Company: Schedule: C-10
Docket No.: Page 1 of 1

Test Year Ended: Preparer:

Explanation: Provide answers to the following questions with respect to the applicant
or its consolidated entity.

---------------------------------------------------------------------------------

(1) ®hat tax years are open with the Internal Revenue Service?
(2) 1Is the treatment of customer deposits at issue with the IRS?
(3) Is the treatment of contributions in aid of construction at issue with the IRS?

(4) 1Is the treatsent of unbilled revenues at issue with the IRS?

0054



Schedule of Requested Cost of Capital
Beginning and End of Year Average

Company:

Docket No.:

Test Year Ended:

Schedule Year Ended:
Ristoric [ ] or Projected [ ]

Florida Public Service Coamission
Schedule: D-1

Page __ of __
Preparer:

Subsidiary [ ] or Consolidated [ ]

Explanation: Provide a schedule which calculates the requested Cost of Capital on a beginning and
end of year average basis. If a year-end basis is used submit an additional schedule reflesting

year-end calculations.

Supporting Schedules: D-2
Recap Schedules: A-1,A-2

(1) (2) (3) (4)
Reconciled
Line To Requested Cost Weighted
No. Class of Capital Rate Base Ratio Rate Cost
1  Long-Tera Debt
2 Short-Term Debt
3 Preferred Stock
4  Customer Deposits
5 Common Equity
6  Tax Credits - lero Cost
1 Tax Credits - Wtd. Cost
8  fccus. Deferred Income Taxes
9  Other (Explain)
10 Total 100.00%

---------------------------------

0055



Reconciliation of Capital Structure to Requested Rate Base Florida Public Service Cosmission
Beginning and End of Year Average

Company: Schedule: D-2
Docket No.: Page __ of __
Test Year Ended: Preparer:

Schedule Year Ended:
Historic [ ] or Projected [ )

Explanation: Provide a reconciliation of the simple average capital structure to requested rate base.
Explain all adjustments. Subamit an additional schedule if a year-end basis is used.

(1) (2) (3) (4) (5) (6)
Reconciliation Adjustasents Reconciled
Line Test Year To Requested
No. Class of Capital Per Books  Specific (Explain) Prorata * Rate Base
Long-Tern Debt

Short-Tera Debt

Preferred Stock

Common Equity

Customer Deposits

Tax Credits - Zero Cost
Tax Credits - Wtd. Cost
fAccun. Deferred Income Tax
Other (Explain)

WO 00 =~ O UN e R

—
o

Total

% List corresponding adjustments to rate base below:

Description fsount

Supporting Schedules: #-19,C-7,C-8,D-3,0-4,0-5,D-7
Recap Schedules: 0-1
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2S00

Preferred Stock Outstanding

txplanation: Provide data as specified on preferred stock on a sisple

- Florida Public Service Commissien

Schedule: 0-3

Cospany:
Docket Ne: average basis. If the utility Is an operating division or subsidiary, Page __ of _
Test Year Ended: subait an additlonal schedule which reflects the same inforsation fTor the Preparer:
utility [ ] or Parent [ ] parent level.
Ristoric [ ) or Projected | ]
(1) (2) (3) () (s) (6) m (8) (4)] (10) (1) (12) (13)
Principal (olscount) Rate
call fAnount (piscount) or Presiva  Issuing 1ssuing (Contract Dollar

Provis., Sold principal or Premfum Assoclated  Expense Expense Rate on Dividend Elfective
Line Description, Coupon Special (Face pnount  on Principal  With fssociated Associated Net Proceeds  Face On Face Value Cost Rate
No.  Rate, Years of Lite Issue Date  Restrict. Value)  Outstanding Aeount Sold  Col (5) With Col(4) With Col(5) (5)-(9)¢(1)  Value) (1)x(s) (12)/(10)

—_—

Recap Schedules: A-19,0-2



Simple Average Cost of Short-Term Debt Florida Public Service Commission

Company: ' : ' ' Schedule: D-4
Docket Mo: Page __ of __
Test Year Ended: Preparer:

Utility [ ] or Parent [ ]
Historic [ ] or Projected [ ]

Explanation: Provide the following information on a beginning and end of year average basis. If
the utility is an operating division or subsidiary, submit an additional schedule which reflects
the same information for the parent level.

(1) (2) (3) (4)

Total Simple Effective
Line Interest Maturity fiverage Aat. Cost
No. Lender Expense Date Outstanding Rate

Total

--------------------------------

Recap Schedules: #-19,0-2

0058




Vud Uy

Cost of Long-Term Debt
Beginning and End of Year Average

Coampany:

Docket No:

Test Year Ended:

utility [ ] or Parent [ ]
Historic [ ] or Projected [ ]

Explanation: Provide the specified data on long-term debt issues on a
simple average basis for the test year. Arrange by type of issue
(i.e., tirst sortgage bonds). If the utility is an operating division
or subsidiary, submit an additional schedule which reflects the same

information on the parent level.

Florida Public Service Commission

Schedule: D-5

(1) (2)

Issue

Date-

Line Description, Coupon Maturity
No.  Rate, Years of Life Date

(3) () (5) (6)

Principal Unamortized Unamortized Amortization Amort. of
Amount Amount Discount

Sold Principal Outstanding (Premiua)
(Face Amount Within pAssociated Associated on Principal Principal

Value) Outstanding One Year  With Col(4) With Col(4) Outstanding Outstanding

Page __ of __
Preparer:
(10) (11) (12)
Interest
Cost Total
(Coupon Interest Effective
Rate) x Cost Cost Rate

col (4) (8)#(9)4(10) (11)/((4)-(6)-(1))

Total

Supporting Schedules: D-6
Recap Schedules: A-19,0-2



G900

Cost of Yarible Rate Long-Tern Debl Florida Public Service Commission

Seginning and End of Year Averige
Schedule: 0-6
Conpany: Explanation: Provide the specified data on variable ) Page _ of __
Docket No: cost long-tera debt issues on a simple average basis. Preparer:
Test Year Ended: 1 the utility is an operating division or subsidlary,
Utidity [ ] or Parent [ | subait an sdditional schedule which reflects the same
Historic [ ) or Projected | | inforastion for the pareat level.
(1 (2) (3) ()] (5) (6) (1 (8) (%) (10) (1 {12) (13)
Annual Annual
Principal Unasortized Unamortized Asortization Amort, of  Basis of Interast

[ssue Asount fnount Discount Issuing of Discount  Issuing  Varisble Cest Total :

Date- sold  Principal oOutstanding (Presfus)  Expense  (Premiua)  Expense on  Rale (Test Year Interest Effective
Line Description, Coupon Maturity (Face  Amount Mithin  Associated Assoclated on Principal Principal (l.e. Prime Cost Rate X Cost Cost Rate
Bo.  Rate, Years of Life Date Value) Outstanding One Year With Col(4) With Col(4) Outstanding Outstanding ¢ 28)  Col. (4))  (&)s(%)e(u1)  (12)/((4)-(&)-(7))

Total

Supporting Schedules: Nens
Recap Schedules: A-19,0-2



Schedule of Customer Deposits

Florida Public Service Commission

Company: Schedule: D-7
Docket No.: Page __ of __
Test Year Ended: Preparer:
utility [ ] or Parent [ ]
Historic [ ] or Projected [ ]
Explanation: Provide a schedule of customer deposits as shomn.
(1) (2) (3) (4) (S)
Ending
For the Beginning Deposits Deposits Balance
Year Ended Balance Received Refunded (2¢3-4)

Recap Schedules: A-19,0-2
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Rate Schedule

Company:

Docket No.:

Test Year Ended:

Water [ ] or Sewer [ ]

Florida Public Service Commission

Schedule: E-1

Page__ of___
Preparer:

Explanation: Provide a schedule of present and proposed rates. State residential sewer cap, if one exists.

(1)

Class/Meter Size

Residential
5/8" x 3/4"
"
1-1/2°
2'
Etc.
Gallonage charge/M6

General Service
5/8" x 3/4"
"
1-1/2°
”"
Etc.
Gallonage charge/M6

Other (list)
5/8" x 3/4"
-
1-1/2"
”
Etc.
Gallonage charge/N6

(2)

Present
Rates

0062

(3)
Proposed
Rates

-----------



Revenue Schedule at Present and Proposed Rates Florida Public Service Commission

Company: ’ ' Schedule: E-2
Docket Ko.: Page__ of___
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]

Explanation: Provide a calculation of revenues at present and proposed rates using the billing analysis. Explain
any differences between these revenues and booked revenues. If a rate change occurred during the test year, a rev-
enue calculation must be made for each period.

(1) (2) (3) (4) (5) (¢) (1)
Number Consusption Present Revenues at Proposed Revenues at
Class/Meter Size Bills in MG Rate Present Rates Rate Proposed Rates
Residential
5/8" x 3/4°
M Gallons
1" Etc.

N Gallons Etc.

- —eemsssem——  esesesssssss=ss 0 essssesssssses

Total Residential

----------------------

......................

Average Bill

---------------------------
...........................

General Service
5/8° x 3/4"
K Gallons
1" Ete.
M Gallons Etc.

Total Gen. Serv.

----------------------

...........................
......................

fiverage Bill

---------------------------
---------------------------

List Other Classes
As Above

...........................

Totals

----------------------

Unbilled Revenues
Other Revenue
Hisc. Serv. Charges

Total Revenue

Booked Revenue

B e -

Difference (Explain)

---------------------------
---------------------------

0063



Customer Monthly Billing Schedule Florida Public Service Commission

Company: - ' Schedule: E-3
Docket KNo.: Page__of___
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]

Explanation: Provide a schedule of monthly customers billed or served by class.

(1) (2) (3) (4) () (6) (7)
Line Month/ General Multi-Family  Private Fire Other
No. Year Residential Service Duelling Protection (List) Tetal
1
2
3
4
5
é
1
8
9
10
11
12
Total

--------------------------------------------------------------------
......................

..............................................

0064



Miscellaneous Service Charges Florida Public Service Commission

Company: ] ' ‘ Schedule: E-4
Docket Ho.: Page___of___
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]

Explanation: Provide a schedule of present and proposed miscellaneous service charges. If an increase
is proposed (or new charges), provide a schedule of derivation of charges, unless the charges are
pursuant to the latest Staff Advisory Bulletin $13.

(1) (2) (3)

Present Proposed

Type Charge Bus. Hrs. After Hrs. Bus. Hrs. After Hrs.

----------------------------------------------------------

Initial Connection
Normal Reconnection
Violation Reconnection
Premises Visit

Other Charges (List)

0065



Miscellaneous Service Charge Revenues

Company:

Docket No.:

Test Year Ended:

Water [ ] or Sewer [ )

Florida Public Service Comsission

Schedule: E-5

Page__of___
Preparer:

Explanation: Provide a schedule of test year miscellaneous charges received by type. Provide an

additional schedule for proposed charges, if applicable.

(1) (2) (3) (4) (5) (6)
Initial Norsal Violation Preaises Other
Connection Reconnect Reconnect Visit Charges Total

----------- -——

0066
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Public Fire Hydrants Schedule Florida Public Service Commission

Company: ’ ‘ Schedule: E-6
Docket No.: Page__of___
Test Year Ended: Preparer:

Explanation: Provide a schedule of public fire hydrants (including standpipes, etc.) by size. This schedule is
not required for a sewer only rate application.

(1) (2) (3) (4)
Line No. Size Type Quantity

—mmm——— ——em—————— e sssssssssereeereeEeEEEEEE 0 0 0 messsssee

---------

Tetal
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Private Fire Protection Service Florida Public Service Cosmission

Company: i | Schedule: E-7
Dacket No.: Page__of __
Test Year Ended: Preparer:

Explanation: Provide a schedule of private fire protection service by size of connection. This schedule is
not required for a sewer only rate application.

(1) (2) (3) (4)
Line No. Size Type Quantity

e LT messsssss 2  essssssssssssssssssssssssssss 00 ssssseses

cmmemsma—

Total

0068




Contracts and Agreements Schedule Florida Public Service Commission

Company: - ' ' Schedule: E-8
Docket No.: Page__of ___
Test Year Ended: Preparer:

Explanation: Provide a list of all outstanding contracts or agreements having rates or conditions different
froa those on approved tariffs. Describe with whom, the purpose and the elements of each contract shown.

(1) (2) (3)

Line No. Type Description

0069



Tax or Franchise Fee Schedule Florida Public Service Commission

Company: . Schedule: E-9
Docket No.: Page__ of
Test Year Ended: Preparer:

Explanation: Provide a schedule of state, municipal, city or county franchise taxes or fees paid (or payable). State
the type of agreement (i.e. contract, tax).

(1) (2) (3) (4) () (¢)
Line Type Tax To Khom How Collected Type
No. or Fee Paid Anount From Customers Agreesent

--------------------------- - - —— —————— - T

0070



Service Availability Charges Schedule

Company:

Docket No.:

Test Year Ended:
Water [ ] or Sewer [ ]

Florida Public Service Commission

Schedule: E-10
Page__ of
Preparer:

Explanation: Provide a schedule of present and proposed service availability charges. (See Rule 25-20.580, F.A.C.)

If no change is proposed, then this schedule is not required.

(1) (2) (3)
Present Proposed
Type Charge Charges Charges

System Capacity Charge
Residential-per ERC ( &PD)
A1l others-per Gallon/Day

Plant Capacity Charge
Residential-per ERC ( &PD)
A1l others-per Gallon/Day

Main Extension Charge
Residential-per ERC (______ &PD)

or-per Lot ( Front Footage)
All others-per Gallon/Day
or-per Front Foot

Heter Installation Charge
5/8° x 3/4"

e
1-1/2°
2
Etc.

Service (Lateral) Installation Charge
5/8" x 3/4"

It

1-1/2"
2.
Etc.
Back Flow Preventor Installation Charge
5/8" x 34"
It

1-1/2°
e
Etc.
Plan Review Charge
Inspection Charge
Guaranteed Revenue Charge
With prepayment of Serv. Avail. Charges
Residential-per ERC (____ GPD)/Month
A1l others-per Gallon/Month
Without prepaysent of Serv. Avail. Charges
Residential-per ERC (_____ €PD)/Month
A1l others-per Gallon/Month
Allowance for Funds Prudently Invested (AFPI)
Provide a table of payments by month and years.

0071



Guaranteed Revenues Received Florida Public Service Commission

Copany: E ' Schedule: E-11
Docket Ho.: Page__of___
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]
Historic [ ] or Projected [ )

Explanation: Provide copies of all guaranteed revenue contracts with a schedule of billing and receipts
on an annual basis by class.

(1) (2) (3) (4) (5)
For the General
Year Ended Residental Service Other Total

0072




Class A Utility Cost of Service Study Florida Public Service Commission

Company: ) ' & Schedule: E-12
Docket No.: Page_ of___
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]

Explanation: ALl Class A utilities whose service classes include industrial customers, whose utilization exceeds an
average of 350,000 GPD, shall provide a fully allocated class cost of service study showing customer, base (commodity),
and extra capacity (demand) components under present and proposed rates. This study shall include rate of return by
by class and load (demand) research studies used in the cost allocation. The analysis shall be based upon the AWNA

Hanual No. 1 and shall cosply with current AWNA procedures and standard industrial practices for utilities providing
water and sewer service.

0073




PL00

Projected Test Year Revenve Calculation

Company:

Docket Mo.:

Projected Test Year Ended:
Water [ ) or Sewer [ )

Explanation: 1f & projected test year is used, provide a schedule
calculation of each projection factor on a separate

Florida Publiz Service Comnission

Schedule: E-13
Page__of
Preparer:

of historical sad projected bills and consusption by classification. Include a
schedule, if mecessary. List other classes or moter sizes as applicable.

(1) (2)
Ristorical
Class/meter Size
Resideatial
5/8" x 34"
v

1-1)7°, Ete.
Gallonage Charge/ns

...........

Total
General Service
5/8° x 347

1
1-1J2°, Ete.
Gallonage Charge/NS

...........

Total
Multi-Fanily Owellings
5/6° x 34"
I
1-1J2°, Ete.
Gallonage Charge/ns

............................

(4 (s)

Proj, Test  Test Year

U} (e (9 (10) (11)

project. TY Present  Projected Proposed Proj. Rev.
Year 8ills Factor Year Bills Consvaption Factor Comsusption  Rates TV Revenve  Rates Requiresent

......................

......................

......................

.................................

.................................

.................................

......................

Total

ssassssssss 2 sssssssssess

Private Fire Protection
r
e
P
tc.

Total

-----------

Grand Total Bills

emmmmmamm- msemssmsses

........... ssssssmsses

...........
......................




Billing Analysis Schedules Florida Public Service Commission

Company: ' Schedule: E-14
Docket No.: Page__of __
Test Year Ended: Preparer:

Water [ ] or Sewer [ ]
Customer Class:
Meter Size:

Explanation: Provide a billing analysis for each class of service by meter size. For applicants having
saster setered multiple dwellings, provide nusber of bills at each level by meter size or nuaber of bills
categorized by the number of units. Round consusption to nearest 1,000 gallons & begin at zero. If a rate
change occurred during the test year, provide a separate billing analysis which coincides with each period.

(1) (2) (3) (4) (5) (¢) (1) (8)
‘ Gallons Consolidated
Consuapt. Number Cusulative Consused Cumulative Reversed Factor Percentage
Level of Bills Bills (1)x(2) Gallons Bills [(1)x(6)14(5)  of Total
0
1
2
3

0075



Gallons of Water Pumped, Sold and Unaccounted For Florida Public Service Comsission
In Thousands of Gallons

Schedule F-1
Company: Page 1 of __
Docket No.: - . Preparer:

Test Year Ended:

Explanation: Provide a schedule of gallons of water pusped, sold and unaccounted for each month of the test
year. The gallons pumped should match the flows shown on the monthly operating reports sent to DER. The other
uses may include plant use, flushing of hydrants and water and sewer lines, line breakages and fire flows.
Provide all calculations to substantiate the other uses. If unaccounted for water is greater than 10%, pro-
vide an explanation as to the reasons why; if less than 10%, Columns 4 & 5 may be omitted.

(1) (2) (3) (4) (5) (6)
Unaccounted 4
Month/ Total Gallons Gallons Gallons Other For Water Unaccounted
Year Pumped Purchased Sold Uses (1)#(2)-(3)-(4) For Water

1

2

3

4

5

é

1

8

9

10

11

12
Total

--------------------------------------------------------------------------------
................................................................................
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Gallons of Wastewater Treated Florida Public Service Cozmission
In Thousands of 6allons

Schedule F-2
Company: Page 1 of __
Docket No.: - : Preparer:

Test Year Ended:

Explanation: Provide a schedule of gallons of wastewater treated by individual plant for each month of the
historical test year. Flow data should match the the monthly operating reports sent to DER.

(1) (2) (3) (4) (5) (6)
Individual Plant Flows Total Purch.
Month/ Total Plant Sewage
Year (Name) (Nase) (Hame) (Nane) Flows Treataent
1
2
3
4
5 -
6
1
8
9
10
11
12
Total

--------------------------------------------------------------------------------

0077



Water Treatment Plant Data Florida Public Service Commission

Company: Schedule F-3
Docket Ho.: ) _ Page 1 of _
Test Year Ended: Preparer:

Explanation: Provide the following information for each water treatment plant. If the system has water plants that
are interconnected, the data for these plants may be combined. All flow data sust be obtained from the sonthly oper-
ating reports (MORs) sent to the Department of Environmental Regulation.

DATE GPD

1. Plant Capacity

The hydraulic rated capacity. If different from that shown

on the DER operating or construction perait, provide an explanation.
2. Maximum Day

The single day with the highest pumpage rate for the test

year. Explain, on a separate page, if fire flow, linc-breaks

or other unusual occurances affected the flow this day.
3.  Five-Day Max Year (0 —

4

The five days with the highest pumpage rate from any one (3)

sonth in the test year. Provide an explanation if fire flow,  (4)

line-breaks or other unusual occurances affected the flows on  (5)

these days.

AVERAGE

4.  hverage Daily Flow

5.  Required Fire Flow
The standards will be those as set by the Insurance Service

Organization or by a governmental agency ordinance. Provide
docusents to support this calculation.

0078



Wastewater Treatsent Plant Data Florida Public Service Commission

Company: Schedule F-4
Docket No.: . Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide the following information for each wastewater treatment plant. All flow data must be cbtained
fron the monthly operating reports (MORs) sent to the Department of Environmental Regulation.

HONTH ePD

1.  Plant Capacity

The hydraulic rated capacity. If different from that shown

on the DER operating or construction permit, provide an explanation,
2. Average Daily Flow Max Month

An average of the daily flows during the peak usage month

during the test year. Explain, on a separate page, if this

peak-nonth was influenced by abnormal infiltration due to
rainfall periods.

0079




Used and Useful Calculations Florida Public Service Commission
Water Treatment Plant

Company: ) Schedule F-5
Docket Mo.: ) Page 1 of _
Test Year Ended: Preparer:

Explanation: Provide all calculations, analyses and governmental requiresents used to deteramine

the used and useful percentages for the water treatment plant(s) for the historical test year and
the projected test year (if applicable).

Recap Schedules: A-5,A-9,8-13

0080



Used and Useful Calculations Florida Public Service Commission
Wastewater Treatsent Plant

Company: X , Schedule F-6
Dacket No.: Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide all calculations, analyses and governmental requiresents used to determine
the used and useful percentages for the wastemater treatment plant(s) for the historical test year
and the projected test year (if applicable).

Recap Schedules: A-6,A-10,B-14

0081



Used and Useful Calculations Florida Public Service Commission
Hater Distribution and Wastewater Collection Systeas

Company: . ] Schedule F-7
Docket Mo.: Page 1 of __
Test Year Ended: Preparer:

Explanation: Provide all calculations, analyses and governmental requiresents used to determine
the used and useful percentages for the water distribution and wastewater collection systems for
the historical and the projected test year (if applicable). The capacity should be in teras of
ability to serve a designated number of connections. It should then be related to actual connected
density for historical year calculations. Explain all assusptions for projected calculations. If
the distribution and collection systess are entireiy contributed or built-out, this schedule is
not required,

Recap Schedules: A-5,A-6,A-9,A-10,8-13,B-14

0082



Margin Reserve Calculations Florida Public Service Commission

Company: Schedule F-8
Docket No.: ] i Page 1 of __
Test Year Ended: Preparer:

Explanation: If a margin reserve is requested, provide all calculations and analyses used to
determine the amount of margin reserve for each portion of used and useful plant.

Recap Schedules: F-5,F-6,F-7

0083



Equivalent Residential Connections - Water Florida Public Service Comzission

Company: Schedule F-9
Docket Mo.: ) ) Page 1 of __
Test Year Ended: ) Preparer:

Explanation: Provide the following information in order to calculate the average growth in ERCs for the last
five years, including the test year. If the utility does not have single-family residential (SFR) customers,
the largest customer class should be used as a substitute.

(1) (2) (3) (4) (5) (6) (7) (8) (9)
SFR Customers SFR €allons/ Total Total Annual
Line gallons SFR Gallons ERCs % Incr.

No. Year Beginning Ending fiverage Sold (5)/(4) Sold (7)/(6) in ERCs

1 -4 ---
2 -3

3 TY-2

4 -1

5 Y

Average Growth Through 5-Year Period (Col. 8)

---------

0084



Equivalent Residential Connections - Wastewater florida Public Service Coamission

Company: Schodule F-10
Docket No.: Page 1 of _
Test Year Ended: ’ ’ Preparer:

Explanation: Provide the following information in order to calculate the average grqsth ?n ERCs for the last
five years, including the test year. If the utility does not have single-family residential (SFR) custonmers,
the largest customer class should be used as a substitute.

(1) (2) (3) (4) (5) (6) (7) (8) (9)
SFR Customers SFR Gallons/ Total Total Annual
Line Gallons SFR 6allons ERCs $ Incr.

No.  Year  Beginning Ending  Average  Treated (5)/(4)  Treated (7)/(6)  in ERCs

1 T4 -
2, T3

I M2

TR 51

5 T

fiverage Growth Through S-Year Period (Col. 8)

---------
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FLORIDA PUBLIC SERVICE COMMISSION

APPLICATION FOR STAFF ASSISTANCE
FOR ALTERNATIVE RATE SETTING

I. er =

A. Name of utility

B. Address

1. Telephone Nos. ( )

2. County Nearect city

3.. .General area .served

W

I1. ccounti ta

A. Outside Accountant

1. Name

2. Firm
?ﬁf-10‘

3. Address e W
> &t

4. Telephone (___) e I et
e T4
i O3 E

B. 1Individual to contact on accounting matters: pressy —_— !

= J . &
i | - i

1. Name §§?T N lﬁ;;3
Ly [ ]

2. Telephone (___) Sy =

C. Location of books and records

D. Have you filed an Annual Report with the Commission?

Date last filed

PSC/WAS 25 (Rev. [/ )



G. Basic Income Statement (Most recent

i

Water

Revenues (By Class):

a.
b.
c.

Total Operating Revenues:

Less Expenses:

a.
b.

o

5.

O 0D HHKFWEIME MO OO

Salaries & Wages - Employees

Salaries & Wages - Officers,
Directors, & Majority
Stockholders

Employee Pensions & Benefits

Purchased Water

Purchased Power

Fuel for Power Production

Chemicals

Materials & Supplies

Contractual Services

Rents

Transportation Expenses

Insurance Expense

Regulatory Commission Expense

Bad Debt Expense

Miscellaneous Expense

Depreciation Expense
Property Taxes
Other Taxes

Income Taxes

Operating Income (Loss)

two years):

19

19__

/]



+S III. Engineering Information

A. Operator Contracted/Inhouse Services

1. Name
2. Firm
3. Address

4. Telephone (__)

B. Individual to contact on operational matters:

1. Name

2. Telephone (__)

C. Is the utility under citation by the Department of Environmental
Regulation (DER) or county health department? If yes, explain.

D. List any known service deficiencies and steps taken to remedy
problems.

E. Name of plant operator(s) and DER operator cartificate number (s)
held: W S

F. 1Is the utility serving customers outside of its certificated area?
If yes, explain.

G. Wastewater:

1. How do you measure treatment plant effluent?

2. Note DER Operating Permit Number, date of expiration:
Number Expiration Date

H. Water

1. How do you measure treatment plant production?

2. Note any fire flow requirements and impo#ing government agency

3. Number of fire hydrants in service

4. DER ID No.

IV. Rate Data
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FLORIDA PUBLIC SERVICE COMMISSION

APPLICATION FOR STAFF ASSISTANCE
FOR ALTERNATIVE RATE SETTING

I. General Data

A. Name of utility

B. Address

1. Telephone Nos. ( )

2. County Nearest city

3.. .General area served

I N

IT. Accounti ta

A. Outside Accountant

1. Name

2. Firm

3. Address

4. Telephone (__ )

1. Name

2. Telephone (___)

U Cagy
1__;_ (&%
e

— w!

<2

ol T ew

Ui % {"

Tt [ =] 4
B. Individual to contact on accounting matters: E;« —

- . “ §

-~ - 4 -

o N e

& T

Eon s S o

gl ——

3 [

C. Location of books and records _

D. Have you filed an Annual Report with the Commission?

Date last filed

PSC/WAS 25 (Rev. [/ )



E. Has your latest semiannual regulatory assessment fee payment been made

(January 30 or July 30 whichever is applicable)?

F. Basic Rate Base Data (Most recent two years)
1. Water 19__
Cost of Plant In Service: $

Less Accumulated Depreciation:

19 _

Less Contributed Plant:

Net Owner’s Investment:

2. Sewer 19
Cost of Plant In Service: $
Less Accumulated Depreciation:
Less Contributed Plant:

Net Owner’'s Investment: $




G.

Basic Income Statement (Most recent

L.

Water

Revenues (By Class):

b.

c

Total Operating Revenues:

Less Expenses:

oW

o

s.

psusuwrmmmnn

Salaries & Wages - Employees

Salaries & Wages - Officers,
Directors, & Majority
Stockholders

Employee Pensions & Benefits

Purchased Water

Purchased Power

Fuel for Power Production

Chemicals

Materials & Supplies

Contractual Services

Rents

Transportation Expenses

Insurance Expense

Regulatory Commission Expense

Bad Debt Expense

Miscellaneous Expense

Depreciation Expense
Property Taxes
Other Taxes

Income Taxes

Operating Income (Loss)

two years):

19__ 19__
$
$
$
| T— e ———



2. Sewer 19. . 19

Revenues (By Class):

a. $ $

b. —_— -
c.

Total Operating Revenues: $ $

Less Expenses:

a. Salaries & Wages - Employees $ $

b. Salaries & Wages - Officers,
Directors, & Majority
Stockholders

Employee Pensions & Benefits

Purchased Sewage Treatment

Sludge Removal Expense

Purchased Power

Fuel for Power Production

Chemicals

Materials & Supplies

Contractual Services

Rents

Transportation Expenses

Insurance Expense

Regulatory Commission Expense

Bad Debt Expense

Miscellaneous Expense

W OO0 HHEFLLEDMR MO OO

Depreciation Expense

Na]

r. Property Taxes

s. Other Taxes

t. Income Taxes

Operating Income (Loss) $ $
Outstanding Debt:
Date Balance Interest Expiration
Creditor Borrowed Due Rate Date

L e

Indicate Type of Tax Return Filed:

Form 1120 Corporation

Form 11205 - Subchapter S Corporation

Form 1065 - Partnership

Form 1040 - Schedule C - Individual (Proprietorship)

- il



i TET.

Iv.

Engineering Information

A. Operator Contracted/Inhouse Services
1. Name
2. Firm
3. Address

4, Telephone (___)

B. Individual to contact on operational matters:
1. Name
2. Telephone (___)
C. Is the utility under citation by the Department of Environmental
Regulation (DER) or county health department? If yes, explain.__
D. List any known service deficiencies and steps taken to remedy
problems.
E. Name of plant operator(s) and DER operater certificate number(s)
held: W S_.
F. 1Is the utility serving customers outside of its certificated area?
If yes, explain.
G. Wastewater:
1. How do you measure treatment plant effluent?
2. Note DER Operating Permit Number, date of expiration:
Number Expiration Date
H. Water
1. How do you measure treatment plant production?
2. Note any fire flow requirements and impoéing government agency
3. Number of fire hydrants i. service
4. DER ID No.
Rate Data

-5 .



V Affirmation

I, the undersigned owner, officer, or
partner of the above named public utility, doing business in the State of
Florida and subject to the control and jurisdiction of the Florida Public
Service Commission, certify that the statements set forth herein are true

and correct to the best of my information, knowledge and belief.

Signed

Title

Notice: Section 837.06, Florida Statutes, provides that any person who
knowingly makes a false statement in writing with the intent
to mislead a public servant in the performance of his duty
shall be guilty of a misdemeanor of the second degree.
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RULE 25-30.434

APPLICATION FOR ALLOWANCE FOR FUNDS
PRUDENTLY INVESTED (AFPI) CHARGES

AFPI FILING SCHEDULES

COMMISSION FORM PSC/WAW 26 ( / )

1
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COMPANY NAME
DOCKET NO.

SCHEDULE NO. 1
TEST YEAR

> oop

-

10.
11.

Cost of Qualllying Assets
Capacity of Qualifying Assets
Number of Future Customers
Annual Depreciation Expense
Rate of Return

Weighted Cost of Equity
Federal Income Tax Rate
State Income Tax Rate
Annual Property Tax

Other Costs

DoprM Rate of Assets

12. Test Year

ERC

®* R R R




Effective Tax on Retum:
(Equity % Times Tax Rate)

Provision For Tax:
(Tax on Retum/(1 ~ Total Tax Rate))

R

% % of Equity in Retum: %

Future ERC's:

Annual Depr, Cost p§

Annual Propery Tax §
Future ERC's:

Annual Prop. Tax pe$

Weighted Cost of Equ %
Divided by Rate of Re$________ |

Other Costs:
Future ERC's:

Cost per ERC: 1




SCHEDULE 3
TEST YEAR

Total Unfunded Expenses:
Retum on Expenses Current Year:

Retum on Expenses Prior Year:
Retum on Expenses Cumrent Year:

Subtotal:
Divided by Factor for Groes Recsipts Tax:

ERC Carrying Cost for 1 Year:

$ Ld $ = $
$ $ $ § $
§ $ L L $
& $ $ $ $
$ $ ¢ $ $
$ & $ $ $
5 $ $ 5 S
$ $ Ld $ $
$ s $ $ ]
$ L] $ S $
$ $ $ $ 5
$ $ $ $ $
$ $ $ $ $
$ $ L $ $
$; s $ $ $




COMPANY NAME SCHEDULE NO. 4
DOCKET NO. TEST YEAR

May

July

August

September

November

December
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Summary

This Statement supersedes previous standards for employers' accounting for pen-
sions. The most significant changes to past practice affect an employer’s accounting
for a single-employer defined benefit pension plan, although some provisions also
apply to an employer that participates in a multiemployer plan or sponsors a defined
contribution plan.

Measuring cost and reporting liabilities resulting from defined benefit pension
plans have been sources of accounting controversy for many years. Both the Com-
mittee on Accounting Procedure, in 1956, and the Accounting Principles Board
(APB), in 1966, concluded that improvements in pension accounting were necessary
beyond what was considered practical at those times.

After 1966, the importance of information about pensions grew with increases in
the number of plans and amounts of pension assets and obligations. There were sig-
nificant changes in both the legal environment (for example, the enactment of
ERISA) and the economic environment (for example, higher inflation and interest
rates). Critics of prior accounting requirements, including users of financial state-
ments, became aware that reported pension cost was not comparable from one com-
pany to another and often was not consistent from period to period for the same
company. They also became aware that significant pension-related obligations and
assets were not recognized in financial statements.

Funding and Accrual Accounting

This Statement reaffirms the usefulness of information based on accrual account-
ing. Accrual accounting goes beyond cash transactions to provide information
about assets, liabilities, and earnings. The Board has concluded, as did the APB in
1966, that net pension cost for a period is not necessarily determined by the amount
the employer decides to contribute to the plan for that period. Many factors (includ-
ing tax considerations and availability of both cash and alternative investment
opportunities) that affect funding decisions should not be allowed to dictate
accounting results if the accounting is to provide the most useful information.

The conclusion that accounting information on an accrual basis is necded does
not mean that accounting information and funding decisions are unrelated. In pen-
sions, as in other areas, managers may use accounting information along with other
factors in making financial decisions. Some employers may decide to change their
pension funding policies based in part on the new accounting informatior . Financial
statements should provide information that is useful to those who mak« economic
decisions, and the decision to fund a pension plan to a greater or lesser ««tent is an
economic decision. The Board, however, does not have as an objective either an
increase or a decrease in the funding level of any particular plan or plans. Neither

:
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does the Board believe that the information required by this Statement is the only
information needed to make a funding decision or that net periodic pension cost, as
defined, is necessarily the appropriate amount for any particular employer’s periodic
contribution.

Fundamentals of Pension Accounting

In applying accrual accounting to pensions, this Statement retains three funda-
mental aspects of past pension accounting: delaying recognition of certain events,
reporting net cost, and offsetting liabilities and assets. Those three features of prac-
tice have shaped financial reporting for pensions for many years, although they have
been neither explicitly addressed nor widely understood, and they conflict in some
respects with accounting principles applied elsewhere.

The delayed recognition feature means that changes in the pension obligation
(including those resulting from plan amendments) and changes in the value of assets
set aside to meet those obligations are not recognized as they occur but are recog-
nized systematically and gradually over subsequent periods. All changes are ulti-
mately recognized except to the extent they may be offset by subsequent changes, but
at any point changes that have been identified and quantified await subsequent
accounting recognition as net cost components and as liabilities or assets.

The net cost feature means that the recognized consequences of events and trans-
actions affecting a pension plan are reported as a single net amount in the employer’s
financial statements. That approach aggregates at least three items that might be
reported separately for any other part of an employer’s operations: the compensa-
tion cost of benefits promised, interest cost resulting from deferred payment of those
benefits, and the results of investing what are oftexn significant amounts of assets.

The offsetting feature means that recognized values of assets contributed to a plan
and liabilities for pensions recognized as net pension cost of past periods are shown
net in the employer’s statement of financial position, even though the liability has
not been settled, the assets may be still largely controlled, and substantial risks and
rewards associated with both of those amounts are clearly borne by the employer.

Within those three features of practice that are retained by this Statement, the
Board has sought to achieve more useful financial reporting through three changes:

a. This Statement requires a tandardized method for measuring net periodic pen-
sion cost that is intended t- improve comparability and understandability by rec-
ognizing the compensation cost of an employee’s pension over that employee’s
approximate service periou and by relating that cost more directly to the terms of
the plan.

b. This Statement requires immediate recognition of a liability (the minimum Labil-
ity) when the accumulated benefit obligation exceeds the fair value of plan assets,

e ———
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although it continues to delay recognition of the offsetting amount as an increase
in net periodic pension cost.

c. This Statement requires expanded disclosures intended to provide more complete
and more current information than can be practically incorporated in financial
statements at the present time.

Cost Recognition and Messurement

A fundamental objective of this Statement is to recognize the compensation cost
of an employee's pension benefits (including prior service cost) over that employee’s
approximate service period. Many respondents to Preliminary Views and the Expo-
sure Draft on employers’ accounting for pensions agreed with that objective, which
conflicts with some aspects of past practice under APB Opinion No. 8, Accounting
Jor the Cost of Pension Plans.

The Board believes that the understandability, comparability, and usefulness of
pension information will be improved by narrowing the past range of methods for
allocating or artributing the cost of an employee's pension to individual periods of
service. The Board was unable to identify differences in circumstances that would
make it appropriate for different employers to use fundamentally different account-
ing methods or for a single employer to use different methods for different plans.

The Board believes that the terms of the plan that define the benefits an employee
will receive (the plan's benefit formula) provide the most relevant and reliable indica-
tion of how pension cost and pension obligations are incurred. In the absence of con-
vincing evidence that the substance of an exchange is different from that indicated by
the agreement between the parties, accounting has traditionally looked to the terms
of the agreement as a basis for recording the exchange. Unlike some other methods
previously used for pension accounting, the method required by this Statement
focuses more directly on the plan’s benefit formula as the basis for determining the
benefit earned, and therefore the cost incurred, in each individual period.

Statement of Financial Position

The Board believes that this Statement represents an improvement in past prac-
tices for the reporting of financial position in two ways. First, recognition of the cost
of pensions over employees’ service periods will result in earlier (but still gradual)
recognition of significant liabilities that were reflected more slowly in the p-st finan-
cial statements of some employers. Second, the requirement to recognize a minimum
liability limits the extent to which the delayed recognition of plan amendn.ents and
losses in net periodic pension cost can result in omission of certain liabilities from
statements of financial position.

|




Recognition of a measure of at least the minimum pension obligation as a liability
is not a new idea. Accounting Research Bulletin No. 47, Accounting for Costs of
Pension Plans, published in 1956, stated that “as a minimum, the accounts and
financial statements should reflect accruals which equal the present worth,
actuarially calculated, of pension commitments to employees to the extent that pen-
sion rights have vested in the employees, reduced, in the case of the balance sheet, by
any accumulated trusteed funds or annuity contracts purchased.” Opinion 8
required that “if the company has a legal obligation for pension cost in excess of
amounts paid or accrued, the excess should be shown in the balance sheet as both a
liability and a deferred charge.”

The Board believes that an employer with an unfunded pension obligation has a
Jiability and an employer with an overfunded pension obligation has an asset. The
most relevant and reliable information available about that liability or asset is based
on the fair value of plan assets and a measure of the present value of the obligation
using current, explicit assumptions. The Board concluded, however, that recognition
in financial statements of those amounts in their entirety would be ton great a change
from past practice. Some Board members were also influenced by concerns about
the reliability of measures of the obligation.

The delayed recognition included in this Statement results in excluding the most
current and most relevant information from the statement of financial position.
That information, however, is included in the required disclosures.

Information Needed .

The Board believes that users of financial reports need information beyond that
previously disclosed to be able to assess the status of an employer's pension arrange-
ments and their effects on the employer’s financial position and results of opera-
tions. Most respondents agreed, and this Statement requires certain disclosures not
previously required.

This Statement requires disclosure of the components of net pension cost and of
the projected benefit obligation. One of the factors that has made pension informa-
tion difficult to understand is that past practice and terminology combined elements
that are different in substance and effect into net amounts. Although the Board
agreed to retain from past pension accounting practice the basic features of report-
ing net cost and offsetting liabilities and assets, the Board believes that disclosure of
the components will significantly #ssist users in understanding the economic events
that have occurred. Those disclosu  2s also make it easier to understand why reported
amounts change from period to period, especially when a large cost or asset is offset
by a large revenue or liability to pi oduce a relatively small net reported amount.
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After considering the range of comments on Preliminary Views and the Exposure
Draft, the Board concluded that this Statement represents a worthwhile improve-
ment in financial reporting. Opinion 8 noted in 1966 that “accounting for pension
cost is in a transitional stage.” The Board believes that is still true in 1985. FASB
Concepts Statement No. 5, Recognition and Measurement in Financia! Statements
of Business Enterprises, paragraph 2, indicates that “the Board intends future
change [in practice] to occur in the gradual, evolutionary way that has characterized
past change.”
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Statement of Financial Accounting Standards No. 87
Employers’ Accounting for Pensions

December 1985

INTRODUCTION

1. Thk&atunmtmb&hﬁmdmdsoffmandalmporﬁngmdmmdngforan
employer that offers peasion benefits! to its employees. The FASB added two pen-
sionprojectstohusendainl974:(n)aoeounﬁngandreporﬁngbyunplayeebcnefn
phmand(b)anplo)us’mmﬁngforpmﬁom.nefuﬁufthosemjeushdw
the issuance in 1980 of FASB Statement No. 35, Accounting and Reporting by
Defined Benefit Pension Plans; this Statement is a result of the second project.

2 Mmmtofmmdmﬁngofﬁabﬂiﬁsmlﬁngfmmdeﬁndbmeﬂt
pension plans have been a source of accounting controversy for many years. In 1956,
LheComnﬁuuonAmmﬁnngcedmchAmmﬁnngmhMeﬁn{ARB}
No. 47, Accounting for Costs of Pension Plans, expressed a preference for account-
inginwhichooawouldbe“systemaﬁmnyamedduﬁngth:medpuiodof
active service of the covered employees . . (paragraph 5). The committee went on
to state:

However, the committee believes that opinion as to the accounting for
pen.sioueostshasnotyetcyﬂaﬂimdmfﬁcimﬂytomakehm‘blcm
ﬂﬁsﬁmtoassurenymmonanyonemuhod, and that differences
inaoeounﬁngforpmsionmmﬁkelytocontinueforaﬁme.
Acaordinglxiorthcm,themmmiﬁeebdmma, as a mini-
mum, the accounts and financial statements should reflect accruals
which equal the present worth, actuarially calculated, of pension com-
nﬁnncntstoemplosmtothemmnhupmsionﬁghtshzvevesudin
the employees, reduced, in the case of the balance sheet, by any accu-
mu!atedtmsteedfntkormuitymhmpmchaud. [paragraph 7]

3. The Accounting Principles Board (APB) issued Opinion No. 8, Accounting for
lheCauofPamanhm.ileﬁ.Opinioanﬁm"bedsevuﬂ\imofpmsionm
supported by members of the APB. It concluded that “in the light of such dif-

I“hdslhnmhlh:ﬁnwyﬂeﬁhhﬂhnndnfuﬁmc:hnhcywm
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ferences in views and of the fact that accounting for pension cost is in a wransitional
stage, . . . the range of practices would be significantly narrowed if pension cost
were accounted for at the present time within limits . . .” (paragraph 17).

4. After 1966, the importance of information about pensions grew with increases in
the number of plans and the amounts of pension assets and obligations. There were
significant changes in both the legal environment (for example, the enactment of
ERISA) and the economic environment (for example, higher inflation and interest
rates). Critics of past accounting, including users of financial statements, became
aware that reported pension cost was not comparable from one company to another
and often was not consistent from period to period for the same company. They also
became aware that significant pension-related obligations and assets were not recog-
nized in financial statements.

5. This Statement continues the evolutionary search for more meaningful and more
useful pension accounting. The FASB believes that the conclusions it has reached are
a worthwhile and significant step in that direction, but it also believes that those con-
clusions are not likely to be the final step in that evolution. Pension actounting in
1985 is still in a transitional stage. It has not yet fully crystallized, but the Board
believes this Statement represents significant progress, especially in the measurement
of net periodic pension cost and in the disclosure of useful information.

6. The Board’s objectives for this Statement, in broad terms, are as follows:

a. To provide a measure of net periodic pension cost? that is more representationally
faithful than those used in past practice because it reflects the terms of he under-
lying plan and because it better approximates the recognition of the cost of an
employee’s pension over that employee’s service period

b. To provide a measure of net periodic pension cost that is nicre understandable
and comparable and is, therefore, more useful than those in past practice

c. To provide disclosures that will allow users to understand better the extent and
effect of an emplover’s undertaking to provide employee pensions and related
financial arrangements

d. To improve reporting of financial position.

2This Statement uses the term -'p_a'hdkpauioncosrumﬂ-mmwpmsianmbmuxwl
of the cost recognized in a period may be capitalized along with other costs as part of an asset such as
inventory.
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STANDARDS OF FINANCIAL ACCOUNTING AND REPORTING

Scope

7. This Statement establishes standards of financial accounting and reporting for an
employer that offers pension benefits to its employees. Ordinarily, such benefits are
periodic pension payments to retired employees or their survivors, but they may also
include benefits payable as a single lump sum and, except as noted in the following
paragraph, other types of benefits such as death benefits provided through a pension
plan. An employer’s arrangement to provide pension benefits may take a variety of
forms and may be financed in different ways. This Statement applies to any arrange-
ment that is similar in substance to a pension plan regardless of the form or means of

- financing. This Statement applies to a written plan and to a plan whose existence
may be implied from a well-defined, although perhaps unwritten, practice of paving
postretirement benefits.

8. This Statement does not apply to a plan that provides only life insurance benefits
or health insurance benefits, or both, to retirees; employers are also not required to
apply this Statement to postemployment health care benefits provided through a
pension plan.? If the provisions of this Statement are not applied to postemployment
health care benefits provided through a pension plan, obligations and assets related
to such benefits shall not be considered to be pension obligations or plan assets for
purposes of this Statement. This Statement does not change or supersede any of the
requirements set forth in Statement 35 for the financial statements of a pension plan.

9. This Statement supersedes Opinion 8, as amended; FASB Statement No. 36, Dis-
closure of Pension Information; and FASB Interpretation No. 3, Accounting for the.
Cost of Pension Plans Subject to the Employee Retirement Income Security Act of
1974. Paragraphs 70 and 75 of this Statement amend FASB Statement No. 5,
Accounting for Contingencies and APB Opinion No. 16, Business Combinations.

Use of Reasonable Approximations

10. This Statement is intended to specify accounting objectives and results rather
than specific computational means of obtaining those results. If estimates, averages,

3The Board has a separate project on its agenda to address accounting for postemploym -at benefits
other than pensions. The fact that this Statement does not apply to postemployment health care
benefits does not mean that the Board is proscribing or discouraging accrual of the cost of those
benefits.




or computational shortcuts can reduce the cost of applying this Statement, their use
is appropriate, provided the results are reasonably expected not to be materially dif-
ferent from the results of a detailed application.

Single-Employer Defined Benefit Pension Plans

11. The most significant parts of this Statement involve an employer’s accounting
for a single-employer defined benefit pension plan. For purposes of this Statement,
a defined benefit pension plan is one that defines an amount of pension benefit to be
provided, usually as a function of one or more factors such as age, years of service,
or compensation.

12. A pension benefit is part of the compensation paid to an employee for services.
In a defined benefit pension plan, the employer promises to provide, in addition to
current wages, retirement income payments in future years after the employee retires
or terminates service, Generally, the amount of benefit to be paid depends on a num-
ber of future events that are incorporated in the plan's benefit formula, often includ-
ing how long the emplcyee and any survivors live, how many years of service the
employee renders, and the employee’s compensation in the years immediately before
retirement or termination. In most cases, services are rendered over a number of
years before an employee retires and begins collecting the pension. Even though the
services rendered by an employee are complete and the employee has retired, the
total amount of benefit that the employer has promised and the cost to the employer
of the services rendered are not precisely determinable but can only be estimated
using the benefit formula and estimates of the relevant future events, many of which
the employer cannot control.

13. Any method of pension accounting that recognizes cost before the payment of
benefits 1o retirees must deal with two problems stemming from the nature of the
defined benefit pension contract. First, estimates or assumptions must be made con-
cerning the future events that will determine the amount and timing of the benefit
payments. Second, some approach to attributing the cost of pension benefits to indi-
vidual years of service must be selected.

14. This Statement requires use of explicit assumptions, each of which individually
represents the best estimate of a particular future event. This Statement also requires
use of the terms of the pension plan itself, specifically the plan’s benefit formula, asa
basis for artributing benefits earned and their cost to periods of employee service.



Basic Elements of Peasion Accounting

15. The assumptions and the attribution of cost to periods of employee service are
fundammmlwmemuﬂnmuofnapuiodicpmﬁonmmdpmsionobﬁsa-
ﬁonsrequiredby!h'sSumThebaﬁcdnnmtsofpmsionmnﬁngm
desmbedinpuagaphsl&l%theymthefmmdaﬁonofthemunﬁnsmdmpon-
ing requirements set forth in this Statement.

16. Nupuiodicpensionmhasoﬁmbeenviewedasasindehomogmwus
a.moum.bminfauhismadcupofsevu:lmpom&mreﬂmdiffmtasms
ofﬂwemp!oya"sfmandalammmnaswﬂlasthemofhmcfusmedby
unpbyes.Themofabmd‘ﬂmbedﬁamhedwithoutresardtohowthe
employerdeddswﬁmmethephn.maﬂummmpomofnupuiodic
pm.ﬁoumisthemrumvmeofbmd'mmedbythephn!bmfn
formula to services rendered by employees during the period. The service cost com-
ponmtisconc:pnul}ythesameformunﬁmdedphn,aphnwhhminimalhmdmg.
andaweﬂ-ﬁmdedphn.Theothucomponmtsofnapuiodicpmsionmm
interest cost* (interest on the projected benefit obligation, which is a discounted
mm).mﬂm“mmmmofmmpmpﬁorm
oou,mdaﬂnorhu.aothtbemmonphnmmdimmemmmponems
areinsubmncéfmmdali:mmmathananployeemmpmsaﬁonom.

17. The projected benefit obligation as of a date is the actuarial present value of all
benefits attributed by the plan’s benefit formula to employee service rendered prior
to that date. The projected benefit obligation is measured using an assumption as to
future compensation levels if the pension benefit formula is based on those future
compensation levels. Plans for which the pension benefit formula is based on future
compensation are sometimes called pay-related, final-pay, final-average-pay, or
career-average-pay plans. Plans for which the pension benefit formula is not based
on future compensation levels are called non-pay-related or flat-benefit plans. The
projected benefit obligation is a measure of benefits attributed to service to date
assuming that the plan continues in effect and that estimated future events (including
compensation increases, turnover, and mortality) occur.

18. The accumulated benefit obligation as of a date is the actuarial present value of
benefits atributed by the pension benefit formula to employee service rendered
prior to that date and based on current and past compensation levels. The accumu-

“The interest cost component of net periodic pension cost shall not be considered to be inte st for
purposes of applying FASB Statement No. 34, Capitalization of Interest Cost.

:
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lated benefit obligation differs from the projected benefit obligation in that it 1) |
includes no assumption about future compensaticn levels. For plans with flat-

benefit or non-pay-related pension benefit formulas, the accumulated benefit obli-

gation and the projected benefit obligation are the same. The accumulated benefit

obligation and the vested benefit obligation provide information about the obliga-

tion the employer would have if the plan were discontinued.

19. Plan assets are assets—usually stocks, bonds, and other investments—that have
been segregated and restricted (usually in a trust) to provide for pension benefits.
The amount of plan assets includes amounts contributed by the employer (and by
employees for a contributory plan) and amounts earned from investing the contribu-
tions, less benefits paid. Plan assets ordinarily cannot be withdrawn by the employer
except under certain circumstances when a plan has assets in excess of obligations
; and the employer has taken certain steps to satisfy existing obligations. Assets not
segregated in a trusi or otherwise effectively restricted so that they cannot be used by
the employer for other purposes are not plan assets for purposes of this Statement
even though it may be intended that such assets be used to provide pensions.
Amounts accrued by the employer but not yet paid to the plan are not plan assets for
purposes of this Statement. Securities of the employer held by the plan are inclndable
in plan assets provided they are transferable.

i
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Recognitiou of Net Periodic Pension Cost

20. The following components shall be included in the net pension cost recognized
for a period by an employer sponsoring a defined benefit pension plan:

Service cost

. Interest cost

Actual return on plan assets, if any

. Amortization of unrecognized prior service cost, if any

. Gain or loss (including the effects of changes in assumptions) to the extent recog-
nized (paragraph 34)

Amortization of the unrecognized net obligation (and loss or cost) or unrecog-
nized net asset (and gain) existing at the date of initial application of this State-
ment (paragraph 77).

Service Cost

oo o

-

. ' 21. The service cost component recognized in a period shall be determined as the
. actuarial present value of benefits attributed by the pension benefit formula to
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employee service during that period. The measurement of the service cost compo-
nent requires use of an attribution method and assumptions. That measurement is
discussed in paragraphs 39-48 of this Statement.

Interest Cost

22.. The interest cost component recognized in a period shall be determined as the
increase in the projected benefit obligation due to the passage of time. Measuring the
projected benefit obligation as a present value requires accrual of an interest cost at
rates equal to the assumed discount rates.

Actual Return on Plan Assets

23. For a funded plan, the actual return on plan assets shall be determined based on
the fair value of plan assets at the beginning and the end of the period, adjusted for
contributions and benefit payments.

Prior Service Cost

24. Plan amendments (including initiation of a plan) often include provisions that
grant increased benefits based on services rendered in prior periods. Because plan
amendments are granted with the expectation that the employer will realize
economic benefits in future periods, this Statement does not require the cost of pro-
vidinsmhmmahuh.mmm)wbeindudedmnﬂ
periodic pension cost entirely in the year of the amendment but provides for recogni-
tion during the future service periods of those employees active at the date of the
amendment who are expected to receive benefits under the plan.

25. The cost of retroactive benefits (including benefits that are granted to retirees) is
the increase in the projected benefit obligation at the date of the amendment. Except
as specified in paragraphs 26 and 27, that prior service cost shall be amortized by
assigning an equal amount to each future period of service of each employee active
at the date of the amendment who is expected to receive benefits under the plan. If
all or almost all of a plan’s participants are inactive, the cost of retroactive plan
amendments affecting benefits of inactive participants shall be amortized based on
the remaining life expectancy of those participants instead of based on the remaining
service period.

26. To reduce the complexity and detail of the computations required, consistent use
of an alternative amortization approach that more rapidly reduces the unre -ognized
cost of retroactive amendments is acceptable. For example, a straight-line 2rortiza-
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tion of the cost over the average remaining service period of employees expected to
receive benefits under the plan is acceptable. The alternative method used shall be
disclosed.

27. In some situations a history of regular plan amendments and other evidence
may indicate that the period during which the employer expects to realize economic
benefits from an amendment granting retroactive benefits is shorter than the entire
remaining service period of the active employees. Identification of such situations
requires an assessment of the individual circumstances and the substance of the par-
ticular plan situation. In those circumstances, the amortizaiion of prior service cost
shall be accelerated to reflect the more rapid expiration of the employer’s economic
benefits and to recognize the cost in the periods benefited.

28. A plan amendment can reduce, rather than increase, the projected benefit obli-
gation. Such a reduction shall be used to reduce any existing unrecognized prior ser-
vice cost, and the excess, if any, shall be amortized on the same basis as the cost of
benefit increases.

Gains and Losses

29. Gains and losses are changes in the amount of either the projected benefit obli-
gation or plan assets resulting from experience different from that assumed and
from changes in assumptions. This Statement dcss not distinguish between those
sources of gains and losses. Gains and losses include amounts that have been real-
ized, for example by sale of a security, as well as amounts that are unrealized.
Because gains and losses may reflect refinements in estimates as well as real changes
in economic values and because some gains in one period may be offset by losses in
another or vice versa, this Statement does not require recognition of gains and losses
as components of net pension cost of the period in which they arise.’

30. The expected return on plan assets shall be determined based on the expected
long-term rate of return on plan assets and the market-related value of plan assets.
The market-related value of plan assets shall be either fair value or a calculated value
that recognizes changes in fair value in a systematic and rational manner over not
more than five years. Different ways of calculating market-related value may be used
for different classes of assets (for example, an employer might use fair value for

3 Accounting for plan terminations : nd curtailments and other circumstances in which recognition of
gains and Josses might not be delay:| is addressed in FASB Statement No. 88, Employers’ Account-
ing for Settlements and Curtailmen s of Defined Benefit Pension Plans and for Termination Benefits.
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bonds and a five-year-moving-average value for equities), but the manner of deter-
mining market-related value shall be applied consistently from year to year for each
asset class.

31. Asset gains and losses are differences between the actual return on assets during
a period and the expected return on assets for that period. Asset gains and losses
include both (a) changes reflected in the market-related value of assets and (b)
changes not yet reflected in the market-related value (that is, the difference between
the fair value of assets and the market-related value), Asset gains and losses not yet
reflected in market-related value are not required to be amortized under paragraphs
32 and 33.

32. As a minimum, amortization of an unrecognized net gain or loss (excluding
asset gains and losses not yet reflected in market-related value) shall be included as a
component of net pension cost for a year if, as of the beginning of the year, that
unrecognized net gain or loss exceeds 10 percent of the greater of the projected bene-
fit obligation or the market-related value of plan assets. If amortization is required,
the minimum amortization® shall be that excess divided by the average remaining
service period of active employees expected to receive benefits under the plan. If all
or almost all of a plan's participants are inactive, the average remaining life expec-
tancy of the inactive participants shall be used instead of average remaining service.

33. Any systematic method of amortization of unrecognized gains and losses may
be used in lieu of the minimum specified in the previous paragraph provided that (a)
the minimum is used in any period in which the minimum amortization is greater
(reduces the net balance by more), (b) the method is applied consistently, (c) the
method is applied similarly to both gains and losses, and (d) the method used is dis-
closed.

34. The gain or loss component of net periodic pension cost shall consist of (a) the
difference between the actual return on plan assets and the expected return on plan
assets and (b) amortization of the unrecognized net gain or loss from previous
periods.

$The amortization must always reduce the beginning-of-the-year balance. Amortization of a net
unrecognized gain results in a decrease in net periodic pension cost; amortization of a net unr-cog-
nized loss results in an increase in net periodic pension cost.

I ————



Recognition of Liabilities and Assets

35. A liability (unfunded accrued pension cost) is recognized if net periodic pension
cost recognized pursuant to this Statement exceeds amounts the employer has con-
tributed to the plan. An asset (prepaid peasion cost) is recognized if net periodic pen-
sion cost is less than amounts the employer has contributed to the plan.

36. If the accumulated benefit obligation exceeds the fair value of plan assets, the
employer shall recognize in the statement of financial position a liability (including
unfunded accrued pension cost) that is at least equal to the unfunded accumulated
benefit obligation. Recognition of an additional minimum Lzbility is required if an
unfunded accumulated benefit obligation exists and (a) an asset has been recognized
as prepaid pension cost, (b) the liability already recognized as unfunded accrued psn-
sion cost is less than the unfunded accumulated benefit obligation, or (c) no accrued
or prepaid pension cost has been recognized.

37. If an additional minimum liability is recognized pursuant to paragraph 36, an
equal amount shall be recognized as an intangible asset, provided that the asset rec-
ognized shall not exceed the amount of unrecognized prior service cost.” If an addi-
tional liability required to be recognized exceeds unrecognized prior service cost, the
excess (which would represent a net loss not yet recognized as net periodic pension
cost) shall be reported as a separate component (that is, a reduction) of equity, net of
any tax benefits that result from considering such losses as timing differences for
purposes of applying the provisions of APB Opinion No. 11, Accounting for
Income Taxes.

38. When a new determination of the amount of additional liability is made to pre-
pare a statement of financial position, the related intangible asset and separate com-
ponent of equity shall be eliminated or adjusted as necessary.

Measurement of Cost and Obligations

39. The service component of net periodic pension cost, the projected benefit obli-
gaticn, and the accumulated benefit obligation are based on an attribution of pen-
sion benefits to periods of employee service and on the use of actuarial assumptions
to calculate the actuarial present value of those benefits. Actuarial assumptions
reflect the time value of money (discount rate) and the probability of payment
(assumptions as to mortality, turnover, early retirement, and so forth).

TFor purposes of this paragrapl an unrecognized net obligation existing at the date of initial applica-
tion of this Stazement (paragrap!: 77) shall be treated as unrecognized prior service cost.
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). For purposes of this Statement, pension benefits ordinarily shall be attributed to
sriods of employee service based on the plan’ benefit formula to the extent that the =
yrmula states or implies an attribution. For example, if a plan's formula provides g3
»r a pension benefit of $10 per month for life for each year of service, the benefit i
tributed to each year of an employee’s service is $10 times the number of months of ~
fe expectancy after retirement, and the cost attributable to each year is the actuarial
resent value of that benefit. For plan benefit formulas that define benefits similarly

or all years of service, that attribution is a “benefit/years-of-service” approach

scause it attributes the same amount of the pension benefit to each year of service.

or final-pay and career-average-pay plans, that attribution is also the same as the -
projected unit credit” or “unit credit with service prorate” actuarial cost method. L 3
or a flat-benefit plan, it is the same as the “unit credit” actuarial cost method. -

1. In some situations a history of regular increases in non-pay-related benefits or
enefits under a career-average-pay plan and other evidence may indicate that an
Tiployer has a present commitment 1o make future amendments and that the sub-
ance of the plan is to provide benefits attributable to prior service that are greater
1an the benefits defined by the written terms of the plan. In those situations, the
1bstantive commitment shall be the basis for the accounting, and the existence and
ature of the commitment to make future amendments shall be disclosed.

2. Some plans may have benefit formulas that attribute all or a disproportionate
1are of the total benefits provided to later years of service, thereby achieving in sub-
ance a delayed vesting of benefits. For example, a plan that provides no benefits
or the first 19 years of service and a vested benefit of $10,000 for the 20th year is
1bstantively the same as a plan that provides $500 per year for each of 20 years and
:quires 20 years of service before benefits vest. For such plans the total projected
enefit shall be considered to accumulate in proportion to the ratio of the number of S "
ompleted years of service to the number that will have been completed when the 3 !

” .‘,4

i A
A Cy

s

AL

Some plans define different benefits for different years of service. For example, a step-rate plan g ’
night provide a benefit of 1 percent of final pay for ¢ach year of service up to 20 years and 12 per- 2 - 4
ent of final pay for years of service in excess of 20. Another plan might provide 1 percent of final cil
1y for each year of service but limit the total benefit to no more than 20 percent of final pay. For s
uch plans the attribution called for by this Statement will not assign the same amount of p -asion z
senefit to each year of service. L3
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benefit is first fully vested. If a plan’s benefit formula does not specify how a partic-
ular benefit relates to services rendered, the benefit shall be considered to accumu-
late as follows:

a. For benefits of a type includable in vested benefits,® in proportion to the ratio of
the number of completed years of service to the number that will have been com-
pleted when the benefit is first fully vested

b. For benefits of a type not includable in vested benefits, !0 in proportion to the
ratio of completed years of service to total projected years of service.

Assumptions

43. Each significant assumption used shall reflect the best estimate solely with
mpeamthatindividualnsmmp&on.Aﬂasmmpﬁonsshaupr&mmuhmthcphn
will continue in effect in the absence of evidence that it will not continue.

44. Assumed discount rates shall reflect the rates at which the pension benefits
could be effectively settled. It is appropriate in estimating those rates to look to avail-
able information about rates implicit in current prices of annuity contracts that
could be used to effect settlement of the obligation (including information about
available annuity rates currently published by the Pension Benefit Guaranty Cor-
poration). In making those estimates, employers may also look to rates of return on
high-quality fixed-income investments currently available and expected to be avail-
able during the period to maturity of the pension benefits. Assumed discount rates
are used in measurements of the projected, accumulated, and vested benefit obliga-
tions and the service and interest cost components of net periodic pension cost.

45. The expected long-term rate of return on plan assets shall reflect the average rate
of earnings expected on the funds invested or to be invested to provide for the bene-
fits included in the projected benefit obligation. In estimating that rate, appropriate
consideration should be given to the returns being earned by the plan assets in the
fund and the rates of return expected to be available for reinvestment. The expected
long-term rate of return on plan assets is used (with the market-related value of
assets) to compute the expected return on assets.

%For example, a supplemental early retirement benefit that is a vested benefit after a stated number
of years.
1% or example, a death or disability benefit that is payable only if death or disability occurs during

12
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46. Thesavieeconwmpon:mofnnpaiodicpmsionooaandtheprojecmdbme-
ﬁlobﬁsadonshﬂﬂmﬂeaﬁlmcompumﬂonkvdsmmememﬂmthepmsion
bmcfnformnhddmpmﬁonbmefmwhoﬂymmrﬁaﬂyasafuncﬁonofﬁmm
compensation levels (that is, for a final-pay plan or a career-average-pay plan).
Fumremfmwhichawmmmmimadmasdamwinmgnphﬂ
shaﬂhedmﬁ:ﬂyoonsidaed.Asmmedcompmﬁonkvdsshaﬂreﬂeaanstimmc
of the actual future compensation levels of the individual employees involved,
mdudingfunmchangsamibmedwsmaﬂpdoehds.pmducﬁvimsmioﬁm
promodon.mdmhafmm-ﬂammpﬁomshanbemtmmemum
mdxreﬂeasqpemﬁonsoﬁhcnmeﬁnureeeonomicoondiéons,mchasmmrc
rates of inflation. Measuring service cost and the projected benefit obligation based
onosdmawdfummeompmnﬁonkvelsmuﬂscondduingindimaeffm.mchas
changes under existing law in social security benefits or benefit limitations!! that
would affect benefits provided by the plan.

47. The accumulated benefit obligation shall be measured based on employees’ his-
tory of service and compensation without an estimate of future compensation levels
Excluding estimated future compensation levels also means excluding indirect effects
ofﬁmxrechangessmhutncrminthesod:lm:ritywagebue. In measuring the
accumulated benefit obligation, projected years of service shall be a factor only in
determining employees' expected eligibility for particular benefits, such as:

2. Increased benefits that are granted provided a specified number of years of ser-
vice are rendered (for example, a pension benefit that is increased from 39 per
month to $10 per month for each year of service if 20 or more years of service are
rendered)

3. Early retirement benefits

:. Death benefits

1. Disability benefits.

i8. Automatic benefit increases specified by the plan (for example, automatic cost-
f-living increases) that are expected to occur shall be included in measurements of
he projected, accumulated, and vested benefit obligations, and the service cost com-
ronent required by this Statement. Also, retroactive plan amendments shall be
ncluded in the computation of the projected and accumulated benefit obligations
mce they have been contractually agreed to, even if some provisions take effect only
a future periods. For example, if a plan amendment grants a higher benefit level for
mplwmrﬁhgahafummdue,th:hisherbuﬁ‘nkvdshaﬂbcindudedin
urrent-period measurements for employees expected to retire after that date.

!For example, those currently imposed by Section 415 of the Internal Revenue Code.
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Measurement of Plan Assets

49, For purposes of measuring the minimum liability required by the provisions of
paragraph 36 and for purposes of the disclosures required by paragraph 54, plan
investments, whether equity or debt sscurities, real estate, or other, shall be measured
at their fair value as of the measurement date. The fair value of an investment is the
amount that the plan could reasonably expect to receive for it in a current sale
bamawﬂﬁngbuyaandawﬂlingsdh,thnis,odmmminanOrﬁqujda-
tion sale. Fair value shall be measured by the market price if an active market exists
for the investment. If no active market exists for an investment but such a market
exists for similar investments, selling prices in that market may be helpful in estimat-
ing fair value. If a market price is not available, a forecast of expected cash flows
may aid in estimating fair value, provided the expected cash flows are discounted at
a current rate commensurate with the risk involved. 12

50. Forpmposaofdetaminh:gthe:xpeaedmonphnmandmunﬁng
for asset gains and losses pursuant to paragraphs 29-34, a market-related asset value,
defined in paragraph 30, is used.

51. Plan assets used in plan operations (for example, buildings, equipment, furni-
ture and fixtures, and leasehold improvements) shall be measured at cost less accu-
mulated depreciation or amortization for all purposes.

Measurement Dates

52. The measurements of plan assets and obligations required by this Statement
shall be as of the date of the financial statements or, if used consistently from year to
year, as of a date not more than three months prior to that date. Requiring that the
pension measurements be as of a particular date is not intended to require that all
procedures be performed after that date. As with other financial statement items
requiring estimates, much of the information can be prepared as of an earlier date
and projected forward to account for subsequent events (for example, cmployes ser-
vice). The additional minimum liability reported in interim financial statements shall
bcthemeaddiﬁma]minimumﬁabﬂiw(pmagmphx)rmg:ﬂndmxheprcﬁous
year-end statement of financial position, adjusted for subsequent accruals and con-
tributions, unless measures of both the obligation and plan assets are available as of
a more current date or a significant event occurs, such as a plan amendment, that
would ordinarily call for such measurements.

'2For an indication of factors to be considered in determining the discount rae, refer to paragraphs

13 and 14 of APB Opinion No. 21, Interest on Receivabies and Payables. If significant, the fair value
of an investment shall reflect the Srokerage commissions and other costs normally incurred in a sale.
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53. Mmmnunsofnetpuiodicpuﬂonmforbothmmhnmdmualfman-
dalstatunmtsshanbebnsadouthempﬁmsmedfqnhepmiomym-md
mmrmsunlmmmmmofbmhplmmmdobﬁnﬁons
areavaﬂablemnsigniﬁumevmtmwchuaphnamdmmt,thatwmﬂd
ordinarily call for such measurements. :

Disclosures

54. An employer sponsoring a defined benefit pension plan shall disclose the fol-
lowing:

a. Adﬁu-iptionofthephnindudinsunployeempscovaed,typcofbmcfu for-
mula,fnndhgpn&y.typsofmhddmﬁaﬁﬁummnbend'nﬁahﬂiﬁes.if
any, md&emnndd?eaofﬁuﬁfmmmmaﬂecﬁnzwmmbﬂhyof
information for all periods presented

b. Thcmmmofmpuiodicpmionmfmthcpuiodmamdythe
service cost component, the interest cost component, the actual return on assets
for the period, and the net total of other components!3

< Asdndukremna]ingthcﬁmdedmofthephnwﬁhmmtsmpmmdhthe
unpbwtwmtoffmndﬂpoﬁon.sbawm:qmttdy:

(1) The fair value of plan assets

(2) Thepmjeaedbmd'noblinﬁonidmﬁfyinxﬂnmmuh&edbawfnobﬁa-

(3) The amount of unrecognized prior service cost

(4) The amount of unrecognized net gain or loss (including asset gains and losses
not yet reflected in market-related value) .

(&) The amount of any remaining unrecognized net obligation or net asset exist-
ing at the date of initial application of this Statement

©) mmdmmwmmmmx

(7) The amount of net pension asset or liability recognized in the statement of
financial position pursuant to paragraphs 35 and 36 (which is the n=t result of
combining the preceding six items)

'mmmwmmkmummmmdmmm

provisions of this Statement. That net total includes:

2. The net asset gain or loss during the period deferred for later recognition (in effect, an offset or a
supplement to the actual return on assets)

b. Amortization of the net gain or loss from earlier periods

¢. Amortization of unrecognized prior service cost

d. mamwmmaummnmaudmm
tion of this Statement.
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d. The weighted-average assumed discount rate a::d rate of compensation increase
ﬁfapplimbk)usedmmmeprojeacdbuﬂuobﬁpﬂoumdthcwdghmd-
average expected long-term rate of return on plan assets

e. Ifappﬁmbk,ﬁrammmdmofmofmemphyumdmmdp@
ties included in plan assets, and the approximate amount of annual benefits of
mlmmmmwmmymrsmwmemphyamd
related parties. Also, if applicable, the alternative amortization methods used
pursuant to paragraphs 26 and 33, and the exstence and nature of the commit-
ment discussed in paragraph 41.

Employers with Two or More Plans

55. Anmphyuthusponsmsmormemmdefmedbencfnpcmionplam
shaﬁdﬁamimnapaiodicpmsionm.ﬁabiﬁﬁs,mdasmbymldyapply-
ing the provisions of this Statement to each plan. In particular, unless an employer
clearlyhasarigh:tousetheassexsofuneplantopaybm:f‘nsofa.nomcr.aliabﬂity
raquiredtoberecognizedpu.rsua.nttopangzphﬁor36foroneplansha.|.lnotbe
reduced or eliminated because another plan has assets in excess of its accumulated
benefit obligation or because the employer has prepaid pension cost related to
another plan.

56. Except as noted below, disclosures required by this Statement may be aggre-
gated for all of an employer’s single-employer defined benefit plans, or plans may be
disaggregated in groups so as to provide the most useful information. For purposes
of the disclosures required by paragraph 54(c), plans with assets in excess of the accu-
mulated benefit obligation shall not be aggregated with plans that have accumulated
benefit obligations that exceed plan assets. Disclosures for plans outside the U.S.
shall not be combined with those for U.S. plans unless those plans use similar
economic assumptions.

Annuity Contracts
57. An annuity contract is a contract in which an insurance company'4 uncondi-

tionally undertakes a legal obligation to provide specified benefits to specific individ-
uals in return for a fixed consideration or premium. An annuity contract is

141f the insurance company does business primarily with the employer and related parties (a capiive
insurer), or if there is any reasonable doubt that the insurance company will meet its obligations
under the contract, the contract is not an annuity contract for purposes of this Statement. Some con-
tracts provide for a refund of premiums if an employee for whom an annuity is purchased does not
render sufficient service for e benefit to vest under the terms of the plan. Such a provision shall not
by itself preclude a contract /-om being treated as an annuity contract for purposes of this Statement.
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incvoabkmdmvolvsmeuansfuofsimiﬁnmﬁskfmmmeanployermlhe
mwmmzmmmmwmﬁngmunym)pm-
vidcthmthepurchm(eithertlupimordnmpluya)mayparﬁdpucintheexpe-
rience of the insurance company. Under those contracts, the insurance company
ordinarily pays dividends to the purchaser. If the substance of a participating con-
tract is such that the employer remains subject to all or most of the risks and rewards
associated with the benefit obligation covered and the assets transferred to the insur-
ance company, that contract is not an annuity contract for purposes of this State-
ment.

58. To the extent that benefits currently earned are covered by annuity contracts, the
coaofmosebmd"nssluﬂbemcmaofm;ﬁngmemm.maspro-
vided in paragraph 61. That is, if all the benefits attributed by the plan’s benefit for-
muhmmmmempaiodmwvmbymnpuﬂduﬁn;mmy
wmmemofthemnmdammuthemwstcomponmtofnupm-
sion cost for that period.

59. Benefits provided by the pension benefit formula beyond benefits provided by
annuity contracts (for example, benefits related to future compensation levels) shall
be accounted for according to the provisions of this Statement applicable to plans
not involving insurance contracts.

60. Bmefmwvaedbymtﬂ:ymnmmﬂbecdudedfmmmepmjeaedbm&
fit obligation and the accumulated benefit obligation. Except as provided in para-
graph 61, annuity contracts shall be excluded from plan assets.

61. Some annuity contracts provide that the purchaser (either the plan or the
employer) may participate in the experience of the insurance company. Under those
contracts, the insurance company ordinarily pays dividends to the purchaser, the
cffectofwhichistoreducemcmofﬂteplan.mmmmpﬁmofawﬁdpaﬁng
annuity contract ordinarily is higher than the price of an equivalent contract without
participation rights. The difference is the cost of the participation right. The cost of
the participation right shall be recognized at the date of purchase as an asset. In sub-
sequent periods, the participation right shall be measured at its fair value if the con-
missuchthmfairn]ucismsmablyuﬁmabk.&haﬁse.ﬂnparﬁdpaﬁondsm
shaﬂbemmmdmitumorﬁudm(notmmofhsnamﬁzablevalue},md
lhecostshaﬂbeamorﬁzedsystmﬁmﬂymtheexpeaeddividmdpuiodundu
the contract.
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Other Contracts with Insurance Companies

62. Insurance contracts that are in substance equivalent to the purchase of annuities
shall be accounted for as such. Other contracts with insurance companies shall be
accounted for as investments and measured at fair value. For some contracts, the
best available evidence of fair value may be contract value. If a contract has a deter-
minable cash surrender value or conversion value, that is presumed to be its fair
value,

Defined Contribution Plans

63. For purposes of this Statement, a defined contribution pension plan is a plan
that provides pension benefits in return for services rendered, provides an individual
account for each participant, and has terms that specify how contributions to the
individual’s account are to be determined rather than the amount of pension benefits
the individual is to receive. Under a defined contribution plan, the pension benefits a
participant will receive depend only on the amount contributed to the participant’s
account, the returns earned on investments of those contributions, and forfeitures of
other participants’ benefits that may be allocated to the participant's account.

64. To the extent that a plan’s defined contributions to an individual's account are to
be made for periods in which that individual renders services, the net pension cost
for a period shall be the contribution called for in that period. If a plan calls for con-
tributions for periods after an individual retires or terminates, the estimated cost
shall be accrued during the employee’s service period.

65. An employer that sponsors one or more defined contribution plans shall disclose
the following separately from its defined benefit plan disclosures:

a. A description of the plan(s) including employee groups covered, the basis ior
determining contributions, and the nature and effect of significant matters
affecting comparability of information for all periods presented

b. The amount of cost recognized during the period.

66. A pension plan having characteristics of both a defined benefit plan and a
defined contribution plan requires careful analysis. If the substance of the plan is to
provide a defined benefit, :s may be the case with some “target benefit” plans, the
accounting and disclosure r2quirements shall be determined in accordance with the
provisions of this Statemer : applicable to a defined benefit plan.
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Muitiemployer Plans

67. For purposes of this Statement, amu!ﬁmﬂoyuphnisapmsionplantowhich
two or more unrelated employers contribute, usvally pursuant to one or more
collective-bargaining agreements. A characteristic of multiemployer plans is that
assets contributed by one participating employer may be used to provide benefits to
employees of other participating employers since assets contributed by an employer

involve a union. For example, local chapters of a not-for-profit organization may
participate in a plan established bythcmlazednatiom.lorsnnintion.

38. An employer participating in a multiemployer plan shall recognize as net pen-
ion cost the required contribution forthepe:iodandshallrecogniuasaﬁability
wny contributions due and unpaid.

9. An employer that participates in one or more multiemployer plans shall disclose
he following separately from disclosures for a single-employer plan:

- A description of the multiemployer plan(s) including the employee groups cov-
ered, the type of benefits provided (defined benefit or defined contribution), and
the nature and effect of significant matters affecting comparability of informa-
tion for all periods presented

] Theamountofaoarwosnizeddurmgthcpuiod.

J. In some situations, withdrawal from a multiemployer plan may result in an
nployer’s having an obligation to the plan for a portion of its unfunded benefit
bligations. If withdrawal under circumstances that would give rise to an obligation
either probable or reasonably possible, the provisions of FASB Statement No. 5,
ccounting for Contingencies, shall apply. Paragraph 7 of Statement § is amended
' delete the references to accounting for pension cost and Opinion 8.
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Multiple-Employer Plans

71. Some pension plans to which two or more unrelated employers contribute are
not muitiemployer plans. Rather, they are in substance aggregations of single-
employer plans combined to allow participating employers to pool their assets for
investment purposes and to reduce the costs of plan administration. Those plans
ordinarily do not involve collective-bargaining agreements. They may also have fea-
tures that allow participating employers to have different benefit formulas, with the
employer’s contributions to the plan based on the benefit formula selected by the
employer. Such plans shall be considered single-employer plans rather than multi-
employer plans for purposes of this Statement, and each employer’s accounting shall
be based on its respective interest in the plan.

Non-U.S. Pension Plans

72. Except for its effective date (paragraph 76), this Statement includes no special
provisions applicable to pension arrangements outside the United States. To the
extent that those arrangements are in substance similar to pension plans in the
United States, they are subject to the provisions of this Statement for purposes of
preparing financial statements in accordance with accounting principles generally
accepted in the United States. The substance of an arrangement is determined by the
nature of the obligation and by the terms or conditions that define the amount of
benefits to be paid, not by whether (or how) a plan is funded, whether benefits are
payable at intervals or as a single amount, or whether the benefits are required by
law or custom or are provided under a plan the employer has elected to sponsor.

73. Itis customary or required in some countries to provide benefits in the event of a
voluntary or involuntary severance of employment (also called termination indem-
nities). If such an arrangement is in substance a pension plan (for example, if the
benefits are paid for virtually all terminations), it is subject to the provisions of this
Statement.

Business Combinations

74. When an employer is acquired in a business combination that is accounted for
by the purchase method under Opinion 16 and that employer sponsors a single-
employer defined benefit pension plan, the assignment of the purchase price to indi-
vidual assets acquired and liabilities assumed shall include a liability for the projected
benefit obligation in excess of plan assets or an assct for plan assets in excess of the
projected benefit obligation, thereby eliminating any previously existing unrecog-
nized net gain or loss, 1 arecognized prior service cost, or unrecognized net obliga-
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remaining life expectancy period. That same amortization shall also be used to rec-
ognize any unrecognized net obligation related to a defined contribution plan.

The provisions of this Statement need
not be applied to immaterial items.

This Statement was adopted by the affirmative votes of four members of the
Financial Accounting Standards Board. Messrs. Brown, Sprouse, and Wyatt dis-
sented.

Mr. Brown does not support either the pension cost determination or the mini-
mum liability recognition provisions of this Statement. He supports the Board’s con-
clusion that pension costs constitute employee compensation and that pension costs
should be recognized over employee service lives. He also agrees that the disclosures
called for will be helpful in fostering user understanding of the nature and status of
employer pension obligations and of employer progress in providing for these obli-
gations. In his view, however, the evidence available to the Board is insufficient to
sustain the argument that a benefit/years-of-service method should be the sole
required expense attribution method or that recognition of liabilities and assets
beyond unfunded accrued or prepaid pension costs should be required.

Mr. Brown believes that considerations of comparability and understandability
argue for a narrowing of accounting methods now used to allocate pension costs to
accounting periods but observes that neither the benefit family nor the cost family of
attribution methods is inherently and demonstrably superior. He believes, however,
that the cost/compensation family of attribution methods has considerable appeal as
a solution to the difficult problem of allocating the estimated lifetime cost of an
employee’s defined benefit pension to years of service. Cost/compensation methods
allocate net pension cost to periods based on direct compensation—in his view, a
reasonable and understandable allocation method—producing a net pension cost
that is a constant percentage of compensation over the years of an employee’s career.
Mr. Brown also notes that cost/compensation methods are more commonly used for
both pension cost determination and for funding in the United States than are bene-
fit methods.

Despite the appeal of cost/compensation methods, Mr. Brown would not specify
a single actuarial cz culation method to be used for periodic attribution of pension
costs. Rather, he woald establish an objective that net pension cost be charged over
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. service lives of the existing work force such that the net pension cost would be a
el percentage of current and expected compensation of this work force. (He notes
\t the aggregate method—a cost/compensation approach—is one practical way t0
set that objective.)
He believes that stating the accounting objective rather than specifying a single
mputational method would be cost beneficial. Comparability and understandabil-
wouldbeimprovedifmuhodSusedahmdataoommmobjecﬁve.Anaining
mparabﬂityofendmuhdosuotnquﬁtmdardim&onofthemkulaﬁon
nhodaseﬁdmcedbythefaamaxdiﬁmtwuaﬁalmlcuiaﬁonmaho&mpro-
ice very simﬂarcostruuhsandmpamsforthesamcplan.dcpendingonplan-
ecific circumstances. Mr. Brown notes that both the actuarial method and the
sumptions used are critical in determining periodic pension costs. Differences in
sumptions arise both because of different plan circumstances and because judg-
ents are required in developing assumptions. Thus, standardization in method rep-
sents only one step, of undeterminable size, in achieving comparability in end
sult. Available evidence does not support a conclusion that the comparability
shieved by method change alone is worth the costs inevitably involved in making
1e change.

Panﬁuingﬂm'bﬂityinmespedfmalculaﬁonsmbcusedmachiwinsthe
scounting objective would avoid the need for specifying detailed methods for
morﬁzingpﬁorsavioecostmdumwosnizedmaﬁalgainsandlcm.asisdone
1 this Statement. Those detailed methods are necessarily arbitrary and produce a
omplex accounting standard. The detailed methodology and the insistence on using
nﬂmtmsmmmmthewviceapdimcmstcoﬁmponmuofnetpedodic
rension cost are both, mhisvicw.ucamplesoftthurstﬁtofakveiofpmdsionor
xactness that is realistically unattainable in this case. Mr. Brown would leave imple-
nentation details to those who are aware of and can consider the circumstances of
ach plan situation.

Mr. Brown believes that an employer has an obligation under a defined benefit
slan and that information about that obligation and the resources accumulated to
neet it should be included in financial reports. In his view, however, the nature of
soint-in-time value measures of plan assets and of plan obligations (whether
neasured in terms of vested benefits, accumulated benefits, or projected benefit
sbligations) is such that they do not fall meaningfully and readily within the present
structure of financial statements. Delayed recognition of price changes and of
actuaﬁalgainsandloss:sisembodiedinmzmahodologyofthisSmmncnt for pen-
sion cost determination. To require balance sheet recognition of selected point-in-
time market values and actuarial liability estimates—and this only when liabilities
exceed assets—is inconsistent both internally and with expense recognition method-
ology. It would also, in Mr. Brown’s view, be confusing to users. He does not helieve
that the proposed intangible assets and separate components of equity that would be
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recorded in tandem with additional liability recognition would add meaningful or
understandable information. For these reasons, he believes that plan asset and pen-
sion obligation information is better presented in disclosures to financial statements.

Mr. Sprouse believes that, although this Statement provides some improvements
in employers’ accounting for pensions, those improvements are more than offset by
certain important deficiencies. As explained below, he would support the require-
ments for determining net periodic pension cost and for disclosure, if those deficien-
cies were eliminated.

He starts from the basic position that only unfunded accumulated benefits qualify
foracemmﬁngmomiﬁonasanemployr‘s]iabﬂityandﬂmplanassctsinmof
accumulated benefits qualify for accounting recognition as an employer’s asset.

In Mr. Sprouse’s view, an employer cannot have a present obligation for pension
benefits related to salary increases that are contingent upon future events—future
inflation, future promotions, future improved productivity. He believes that the
dedsiontomminminwagwandsalaﬁu. whatever the reason, is an event that
has directly related consequences, including increases in employers’ social security
mandpmﬁonmas,uweuasthewagﬁmdsahristhmsdm. Accounting
shmddreoomiuaﬂofthosedireulyrdmcdconsequenmattheﬁme the event
occurs—when wages and salaries are increased because inflation has reduced the
purchasing power of the dollars being paid, when wages and salaries are increased
becauscmemomvaluablesewioﬁrecomzedbypmmodonmbdngrecdved.
when wages and salaries are increased because the benefits of improved productivity
are being realized. Anticipating the effects of those future events on pension cost in
accounting for the current period before dollars have lost their purchasing power
and before the more valuable services related ro promotion and productivity have
been received is no more appropriate than anticipating the future higher wages and
salaries themselves in accounting for the current period.

Mr. Sprouse believes that past practices in accounting for employers’ pension cost
that rely on forecasts of nominal salary levels were largely the product of certain
actuarial methods that were designed for funding purposes to conform to the provi-
sions of the Internal Revenue Code; those methods are not appropriate for fiiancial
accounting purposes. Nevertheless, he recognizes that those practices are firmly
embedded in financial accounting and drastic changes in them could be disruptive.
Accordingly, he would support the requirements for determining net periodic pen-
sion cost and for disclosure as significant improvements in practice. Considering the
practical limits within which practice can be changed without undue disruption, he

could also support the alternative approach described in paragraph 1535,

M. Sprouse objects, however, to the unique recognition practices this Statement
establishes for an “intangible asset.” In certain situations, this Statement calls for an
employer to recognize an ‘ntangible asset to offset the result of a loss on plan assets
ortoeljmina:eanimangil--'eassettooffsat.hcrcsultofagainonplanassas. Similar
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ngnitionordiminaﬁonofmimangibkmisrequh'edmoffmtheeﬁeasof
mgcsh:aauarialasmmpdonsmwdto:hcmmuhudbenefnobﬁsaﬁon.
.oafmmmmmhwhim.mhhm.mo&mﬁonpmmm
ndthurmndledwhhthehrdkwmpnmrmmcworknormdﬂyundcmood
fmandalstmam.ﬂebeﬁevesmcymimnlydiminishmeandibﬂiwof
iployers’ accounting for pension costs. ]
Mr. Sprouse also objects to this Statement’s accounting for a business combina-
mundcrthepumhascmahodthataﬂsforreoognitionofmmorﬁabﬂity
sed on the projected benefit obligation as of the date of the combination. For the
asons given above, he holds that the excess of the projected benefit obligation over
mamdmnmmﬁfyformwgnhionasananploycﬂﬁabﬂity,mdphnm
excess of accunulated benefits do qualify for recognition as an employer’s asset.
hisvicw,thcfanacyoftthmtunmtkmuiIMisdemombymenudm
cogninadiffmtnapmsionobﬁsaﬁonormiﬁheanqukwphmwwuﬁnue
eplanthanisrecognizedifthcmquirer;ﬂanstownﬁnucit.
MLWyanbdievumepmjecmdbcnef'nobﬁgaﬁon.udefmedinthisStmem.
.ould be the measure of the pension obligation reported in the financial statements.
cbdievathatudthumemofnnpaiodkpmsionwawamountsconmb-
ad{unfmdedmedm)nmmeamuhledbmd'nobﬁuﬁonhanappmpﬁ-
cmofanmﬁty’spmsionobﬁptiuu.ﬂealsobeﬁcvesthutheuseofa
arket-related asset value base for effecting the delayed recognition of actuarial
sins and losses unnecessarily perpetuates an unsound measure for plan assets. Asa
suh.thisSutcmmtfaﬂsshorlofachiwinsmedmofimpmvmtinmum-
gforpmﬁmm&ﬂmamhabkandﬂ:ﬂumoffmdﬂmcmﬂd
istifiably expect from this project.
Amajorityofthcnoardooncludedths:thepemionliabﬂityisnotpropcrly
1muredbyﬂ1eunfundedmuedcost.~h.Wywwmthmateondusion. He
dicvm,homthﬂtbemmuhtedbmefnobﬁgﬁoncannmbcafaithfuipm-
mmﬁonofthepmﬁonobﬁgaﬁonbecauuitsdaummationinvolvuaﬁmdmmw
lconsistmanhescheduladfuwcpenﬁonbmefusundathisnoﬁonexdudemy
nimﬂsofsahrypmpcssion,whuhabandon&imawdinﬂaﬁonoromafac-
3rs.Asarmﬂt,theamoumst.haIprovidethebasisforthemmreoftheobﬁgnﬁo::
nnotrepmunthuctuslesﬁmnedcashﬂowsinfummpu—iods.minwm
sed to reduce those scheduled future pension benefits to a present value is a rate at
vhichmepmsionbmd"nsoouldeﬁcctivdybemkd.Sudxamuinmrpomnan
xisting anticipation of future inflation. Thus, the discounting process effectively
emoves an estimated inflation factor from a series of scheduled future payments
hmhnvebemmmredbyspndfmﬂyadudingmymﬁmmforfumreinﬂaﬁon.
rhcrmﬂﬁnsammmthasudmmgdfunncinﬂaﬁonmovedtwiceandthmfmis
rmafanhfulmmofaﬁabﬂity;hfmitundamutheappwpﬁmmmmof
he liability, grossly so in some cases.
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Mr. Wyanbeﬁmmmmeuseofamku-rdmedassavalueasabasisfor
ddayedrmgnjﬁonofgainsmdlosssoompromissthemﬁonalcmumpponsusc
offairvatuctomeaaucassctsforothu'aspectsofthisSmemmt. It perpetuates a
noﬁon(“muaﬁﬂmvalue”)mmhasnobasisasanmunﬁngconmpt. Further-
more, other approaches to implement the delayed recognition of unamortized gains
andlossaareavaﬂnbhthmcouldonlybepuodvedaspmaiczlmnameandmaz
wouldnmwryominmfummoonﬁdmﬁomofpmsionamunﬁngaconccptthm
persists in spite of its conceptual defects.

Eeuuofamkudﬂmedmwucmdmmedmeofmonmw
measure the amortization of unrecognized gains and losses introduces unnecessary
flexibility into a process that could justifiably be made uniform because it is
inherently a practical mechanism to mitigate volatility. Such flexibility diminishes the
improvunmtsineompanbﬂiry,asrdmudwpracﬁcenndcr Opinion 8, achieved by
adopﬁonofasinshmbuﬁonmahodandmmmdiscoummethmmﬂm
the rates at which pension benefits could effectively be settled.

MnWymaarasWiththcassmmmax.onanoveranbasjs,theoondusionsin
this Statement will lead to improvements in accounting for and understanding of
pension costs. Hebdicvs,howevu,thmthcdegmeofi:nmvanmzismodstwheu
related to the improvement that he believes should have been achieved. Thus, in his
view the Statement’s deficiencies represent a lost opportunity for improvement in
financial reporting.

Members of the Financial Accounting Standards Board:

Donald J. Kirk, Chairman
Frank E. Block

Victor H. Brown
Raymond C. Lauver
David Mosso

Robert T. Sprouse

Arthur R. Wyan
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ndix A

IS FOR CONCLUSIONS

lamental Conclusions—Single-Employer Defined Benefit Pension Plans

This appendix summarizes considerations that were deemed significant by mem-
of the Board in reaching the conclusions in this Statement. It includes reasons
\ccepting certain views and rejecting others. Individual Board members gave
-er weight to some factors than to others. The most significant changes to past
tice resuiting from the Board’s conclusions in this Statement relate to accounting

 single-employer defined benefit pension plan.

Exchange

The Board’s conclusions in this Statement derive from the basic idea that a
1ed benefit pension is an exchange between the employer and the employee. In
ange for services provided by the employee, the employer promises to provide,
idition to current wages and other benefits, an amount of retirement income. It
yws from that basic view that pension benefits are not gratuities but instead are
of an employee’s compensation, and since payment is deferred, the pension is a
of deferred compensation. It also follows that the employer’s obligation for that
pensation is incurred when the services are rendered.

1ing and Accrual Accounting

In this Statement the Board reaffirms the usefulness of information based on
al accounting. That does not negate the importance of information about cash
vs or the funding of the plan. Accounting recognition of transactions in which
| is disbursed is not controversial. Accrual accounting, however, goes beyond
| transactions to provide information about assets, liabilities, and earnings.

Opinion & stated, “. . . it is important to keep in mind that the annual pension
10 be charged to expense . . . is not necessarily the same as the amount to be
ded for the year” (paragraph 9). However, Opinion 8 allowed any of a range of
djngmcthodstosaveasthcbuisforduermininsnctpaiodkpmsioncoa,whh
result that annual net pension cost and the amount to be funded for the year were
mon}ythesamc.ThisSmcmnmfﬁrmstbeAPB’scondusionthatfunding
isions should not necessarily be used as the basis for accounting recognition of
t. The amount funded (however determined) is, of course, given accounting re<-




ognition as a use of cash, but the Board believes this is one of many areas in which
information about cash flows alone is not sufficient, and information on an accrual
basis is also needed. The question of when to fund the obligation is not an account-
ing issue. It'is a financing question that is properly influenced by many factors (such
as tax considerations and the availability of artractive alternative investments) that
are unrelated to how the pension obligation is incurred.

- 82. Any accrual basis of accounting for a defined benefit pension plan inevitably

requires estimates of future events because those events determine the amounts of
bencﬁtsthatwﬂlbepaid.heBoardisconvinudﬂminformaﬁonbasedonsuch
estimates is useful along with information about cash flows, and notes that similar
estimates are required for all presently acceptable funding methods and previously

83." The Board’s conclusion that accounting information on an accrual basis is
needed does not mean accounting information and funding decisions are unrelated.
In pensions, as in other areas, managers may use accounting information along with
other factors in making financial decisions. Some employers may decide to change
their pension funding policies based in part on the new accounting information. The
Board believes that financial statements should provide information that is useful to
those who make economic decisions, and the decision 1o fund a pension plan to a
greater or lesser extent is an economic decision. The Board, however, does not have
as an objective either an increase or a decrease in the funding level of any particular
plan or plans. Neither does the Board believe that the information required by this
Statement is the only information needed to make a funding decision or that net
periodic pension cost, as defined, is necessarily the appropriate amount for any par-
ticular employer’s periodic contribution.

Fundamentals of Peasion Accounting

84. In applying accrual accounting to pensions, this Statement retains three funda-
mental aspects of past pension accounting: delaying recognition of certain events,
reporting net cost, and offsetting liabilities and assets. Those three features of prac-
tice have shaped financial reporting for pensions for many years even though they
have been neither explicitly addressed nor widely undcrstood and they conflict in
some respects with accounting principles applied elsewhere.

8s. mwmwmmhbnfmmﬂmmchmgesmthepmsion obli-
gation (including those resulting from plan amendments) and changes in the value of
assets set aside to meet the «e obligations are not recognized as they occur but are rec-
ognized systematically anc gradually over subsequent periods. All changes are ulti-
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nately recognized except to the extent thit they may be offset by subsequent
hanges, but at any point changes that have been identified and quantified await
ubsequent accounting recognition as net cost components and as liabilities or assets.

6. The net cost feature means that the recognized consequences of events and
ransactions affecting a pension plan are reported as a single net amount (net
reriodic pension cost) in the employer’s financial statements. That approach aggre-
ates at least three items that might be reported separately for any other part of an
mployer’s operations: the compensation cost of benefits promised, interest cost
esulting from deferred payment of those benefits, and the results of investing what
re often significant amounts of assets.

7. The offsetting feature means that recognized values of assets contributed to a
lan and liabilities for pensions recognized as net pension cost of past periods are
hown net in the employer’s statement of financial position, even though the liability
\as not been settled, the assets may be still largely controlled, and substantial risks
nd rewards associated with both of those amounts are clearly borne by the
mployer.

8. Within those three features of practice that are retained by this Statement, the
loard has sought to achieve more useful financial reporting through three changes:

. This Statement requires a standardized method for measuring net periodic pen-
sion cost that is intended to improve comparability and understandability by rec-
ognizing the compensation cost of an employee’s pension (including prior service
cost) over that employee’s approximate service period and by relating cost more
directly to the terms of the plan.

. This Statement requires immediate recognitior: of a liability (the minimum liabil-
ity) in certain circumstances when the accumulated benefit obligation exceeds the
fair value of plan assets, although it continues to delay recognition of the offset-
ting amount as an increase in net periodic pension cost.

. This Statement requires expanded disciosures intended to provide more complete
and more current information than can be practically incorporated in financial
statements at the present time.

‘omponents of Net Periodic Pension Cost
9. The Board concluded that an understanding of pension accounting is facilitated
v considering the components of net periodic pension cost separately. The same

omponents were included in net periodic pension cost in prior practice, but they
rere seldom explicitly or separately addressed. Those components are service :ost,
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interest cost, actual return on plan assets, amortization of unrecognized prior service
cost, and gain or loss. An additional component, temporarily, is the amortization of
the unrecognized net obligation or asset existing at the date of initial application of
this Statement.

90. A plan with no plan assets, no plan amendments, and no gains or losses would
still have two components of cost. First, as employees work during the year and earn
added benefits, a service cost (or compensation cost) accrues. Measurement of that
component is difficult and is discussed below. If the service component and the
related obligation are measured on a present value basis, a second component—
interest cost—must also be accounted for. Measurement of that component is less
difficult. The primary issue is the selection of appropriate discount rates,

91. A third component is required for a funded plan. The employer must recognize
the return (or possibly loss) on plan assets. That component ordinarily reduces the
net cost of providing a pension. If the amount of assets is relatively great and the
return on assets is high, the resuit can be net pension income for a period instead of
net pension cost. The interest cost and return-on-plan-asset components represent
financial items rather than employee compensation cost. They can be changed or
even eliminated by changes in the employer’s financing arrangements. For example,
an employer can increase return on assets by adding more assets to the fund and can
decrease interest cost (and return on assets) by purchasing annuity contracts to settle
part of the obligation.

92. The next two components arise from plan amendments and gains or losses, both
of which are to be recognized as part of net periodic pension cost over a number of
periods. The amorrization of unrecognized prior service cost resulting from plan
amendments (including initiation of a plan) ordinarily increases the net cost. This
component reflects the compensation cost of pension benefits granted in amend-
ments and attributed by the plan’s benefit formula to periods prior to the amend-
ment.

93. The gain or loss component may either decrease or increase net periodic pension
cost depending on whether the net unrecognized amount is a gain or a loss and
whether actual return on assets for a particular period is greater or less than expected
return on assets. This component combines gains and losses of various types and
therefore includes both compensation and financial items that are not readily separa-
ble.
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The Principal Issues

94, Amongthcmanyissuaconsideredbythedemmisprojeu.threestmdmn
as central to the Board’s extensive deliberations and to the public debate. Those
issues concern (a) the periods in which net periodic pension cost should be recog-
nized, (b)themahod(s)mushmﬂdbeusedmaﬂomtcorm‘hnemummmdi-
vidualpqiods,and(c)whuhucuminfomﬁonmmeﬁmdedmnBofa
defined benefit pension plan should be included in the employer’s statement of
financial position.

Cost Recognition Period

95. The Board concluded that, conceptually, compensation cost should be recog-
mmmemmwmmmmmm.mmmpm
mmofmmmmmym&mﬂmwmf
thazgoaLaﬁmdamenmlobjwtiveofthisSmmmtiswappmximammomdmdy
merwogniﬁonofmcmmpmaﬂmmofmmplmtpmﬁmbumfﬁsmma
unpioyeetmioepqiod.Manyofthcrwpondenutopreviousdommmuismedu
panofthisprojeaagmedwithmaxobjecﬁve.whichoonfﬁaswhhmaspeasof
past practice under Opinion 8.

Attribution Method

96. The Board concluded that the understandability, comparability, and usefulness
of pension information could be improved by narrowing the range of different
mﬁhodsforaﬂomﬁngoraﬂnbuﬁnsthecostofmunployeetpmsiontoindiﬁdual
paiwsofm.mﬂmrdmﬁmifmmlyamdmﬁsmnﬁduaﬁonofﬂma-
ﬁvcam'buﬁonappronnbcsbythcworkofmwmmineesofthem
AcadunyofAuuarimmdbyresurchconductedbythazorganinﬁon.TheBoud
appreciates the efforts of the individuals and firms involved in those efforts and rec-
ogxﬁmthmmostofthmeonﬁnucwpreferthm:mounﬁngbebawdonanyof
several approaches. However, the Board was unable to identify differences in cir-
cmnmncﬁtha:wmﬂdmkehappmpﬁatefordiffmunplommuscfunda-
mmmﬂydiﬁmmmahodsorforaﬁnﬂeunplowmmdﬂfmt
methods for different plans. Many respondents agreed that the number of accept-
able methods at least should be reduced.

97. The Board concluded that the terms of the plan that define the benefits an
employee will receive (the plan’s benefit formula) provide the most relevant and reli-
able indication of how pension cost and pension obligations are incurred. In the
absence of convincing evidence that the substance of an exchange is differ nt from

33




that indicated by the agreement between the parties, accounting has traditionally
looked to the terms of the agreement as a basis for recording the exchange. All attri-
bution methods used in the past consider the plan’s benefit formula in estimating the
benefit an employee will receive at retirement. However, unlike some other methods
previously used for pension accounting, the method required by this Statement
focuses more directly on the plan’s benefit formula as the basis for determining the
benefit earned, and therefore the cost incurred, in each individual period.

Staternent of Financial Position

98. The Board believes that an employer with an unfunded pension obligation has a
liability and an employer with an overfunded pension obligation has an asset. The
most relevant and reliable information available about that liability or asset is based
on the fair value of plan assets and a measure of the present value of the obligation
using current, explicit assumptions.

99. Many respondents to the Preliminary Views, Employers’ Accounting for Pen-
sions and Other Postemployment Benefits (Preliminary Views), and the Exposure
Draft, Empioyers’ Accounting for Pensions, agreed that at least the obligation for
unfunded vested benefits, or the obligation for unfunded accumulated benefits, con-
ceptually represents a recognizable lability. Most respondents, however, did not
agree with recognition of any liability in the statement of financial position beyond
the amount of accrued but unfunded net periodic pension cost. Most also objected
to recognition of any liability based on estimates of furure compensation levels.
Respondents also objected to recognizing an asset in the case of an overfunded plan,
and views differed about how to recognize changes in both the fair value of plan
assets and the present value of the obligation.

100. Some argued that the uncertainties inherent in predicting future interest rates
and salary levels are sufficiently great that available measures of the projected bene-
fit obligation fail to achieve the level of reliability needed for recognition in financial
statements. They would prefer to disclose rather than recognize the obligation. Some
Board members were sympathetic to that view.

101. This Statement requires recognition of net periodic pension cost based on the
present value of the obligation (with consideration of future compensation levels for
pay-related plans). This Statement also requires recognition of a liability or an asset
(unfunded accrued or prepaid pension cost) when the amount of that net periodic
pension cost is different from the amount of the employer’s contribution to the plan.
Over time, therefore, this Statement requires recognition of a liability for the
employer’s unfunded obligation, including that portion based on estimated future
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ympensation levels for plans with pay-related benefit formulas. Most respondents
'ho argued that a present liability could not include amounts based on future com-
ensation nevertheless argued strongly that the measure of net periodic pension cost
just not ignore that factor.

02. This Statement provides for delayed recognition, in net periodic pension cost
nd in the related liability (accrued unfunded pension cost) or asset (prepaid pension
ost), of certain changes in the present value of the obligation and the fair value of
lan assets. Those changes (that is, gains and losses and the effects of plan amend-
amw)mrecognizedinnupaiodicpmsioncostonasynmﬁcbasisoverfunm
seriods. TheBoardooncludedthatitisnotpramimlalﬂﬁsﬁmetorequircamdﬁ-
ted recognition of those changes in financial statements as they occur, although cer-
ajnofthoscchangﬁmmgnizedinthestamnmtoffmandalposiﬁonthmugh
he minimum liability requirement of this Statement.

.03. This Statement accepts the unfunded accrued or prepaid pension cost as the
ecognized liability or asset except when the accumulated benefit obligation
measured without considering future compensation levels) exceeds the fair value of
slan assets. In that situation, the Board concluded that the recognized liability
should be adjusted so that the statement of financial position would reflect at least
‘he unfunded accumulated benefit obligation.

104. The Board acknowledges that the delayed recognition included in this State-
ment results in excluding the most current and most relevant information from the
employer’s statement of financial position. That information is, however, included
in the disclosures required, and, as noted above, certain liabilities previously omitted

will be recognized.
Information Needed

105. The Board concluded that users of financial reports need additional informa-
tion to be able to assess the status of an employer’s pension arrangements and their
effect on the employer’s financial position and results of operations. Most respon-
dents agreed, and this Statement requires certain disclosures not previously required.

106. The components of net periodic pension cost and the net funded status of the
obligation are among the more significant disclosure requirements of this Statement.
One of the factors that made pension information difficult to understand was that
past practice and terminology combined elements that are different in substance into
net amounts (assets with liabilities and revenues and gains with expenses and losses).
Although the Board agreed to retain from past practice the basic features of report-
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ing net cost and offsetting liabilities and assets, the Board believes that disclosure of
the components will significantly assist users in understanding the economic events
that have occurred. Those disclosures also make it easier to understand why reported

- amounts change from period to period, especialiy when a large cost or asset is offset

by a large revenue or liability to produce a relatively small net reported amount.

Evolutionary Changes in Accounting Principles

107. After considering the range of comments on Preliminary Views and the Expo-
sure Draft, the Board concluded that the changes required by this Statement repre-
sent a worthwhile improvement in financial reporting. Opinion 8 noted in 1966 that
“accounting for pension cost is in a transitional stage” (paragraph 17). The Board
believes that is still true in 1985. FASB Concepts Statement No. 5, Recognition and
Measurement in Financial Statements of Business Enterprises, paragraph 2, indi-
cates that “the Board intends future change [in practice] to occur in the gradual, evo-
lutionary way that has characterized past change” The Board realizes that the
evolutionary change in some areas may have to be slower than in others. The Board
believes that it would be conceptually appropriate and preferable to recognize a net
pension liability or asset measured as the difference between the projected benefit
obligation and plan assets, either with no delay in recognition of gains and losses, or
perhaps with gains and losses reported currently in comprehensive income but not in
earnings. However, it concluded that those approaches would be too great a change
from past practice to be adopted at the present time. In light of the differences in
respondents’ views and the practical considerations noted, the Board concluded that
the provisions of this Statement as a whole represent an improvement in financial

reporting.
Other Conclusions—Single-Employer Defined Benefit Pension Plans

108. This section discusses additional reasons for the Board's conclusions and some
of the positions advocated by respondents.

The Nature of the Exchange

109. Some respondents disagreed with the Board's basic view of the nature of the
employer’s obligation under a defined benefit pension plan. They argued that the
employer’s only obligation is to make periodic contributions sufficient to support the
plan. In this view, it is the plan—as a distinct legal entity—that has an obligation for
benefits promised to employees. They concluded tha: the schedule or budget for
making contributions determines the amount of the present obligation and current




sriod cost and that contributions scheduled for future periods, although based
pon past events, are future obligations.

10. The Board concluded that viewing the obligation and the cost only in terms of
‘heduled contributions does not reflect the fundamental difference between the
therent promise and the resuiting obligation under a defined benefit plan and the
romise and obligation under a defined contribution plan. An employer that has
ndertaken an obligation to provide defined pension benefits based on service
iready rendered may view it as an obligation directly to the employees (looking
wough the funding arrangement) or as an obligation to make future contributions
) the plan, but the employer has a present obligation based on the defined benefits
ither way.

11. The Board believes that creating a separate legal entity to receive and invest
ontributions and pay benefits does not change the nature of the employer’s obliga-
on to pay promised benefits to retirees. Viewing the plan as a truly separate
conomic entity raises the question of what consideration the plan received for mak-
1g benefit promises to employees. Although legal requirements are only one factor
> be considered in determining accounting standards, the Board also notes that
“ongress, in enacting ERISA, chose to base the definition of an employee’s rights
nder a defined benefit pension plan on the benefits promised rather than on the
mounts the employer has contributed or is scheduled to contribute.

12. Those who subscribe to the separate legal entity idea also argued that plan
ssets are not the assets of the employer. The Board noted that the employer’s future
ontributions to the plan will be increased or decreased by the performance of the
lan assets so that the employer bears the risks and reaps the rewards associated with
hose assets. The Board also observed that numerous recent situations in which sig-
iificant amounts of assets have been withdrawn by employers provide compelling
wvidence that rebuts that argument.

13. Some respondents argued that the pension exchange is between the employer
ind a collective ongoing work force rather than between the employer and each indi-
idual employee. They focus on the open group, including employees to be hired in
he future, rather than the closed group of current and past employees. They con-
Jude that the obligation to the work force should be defined in terms of contribu-
ions necessary to maintain the plan rather than in terms of the aggregate benefits
sromised to individuals.

114. The Board recognizes that uncertainty in measuring the benefit obligation for a
single employee is greater than for a group because the future events that affect the
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amount of benefits (such as longevity) cannot be as reliably estimated for a single
individual. In the Board’s view, however, the fact that a more reliable measurement is
possible only for a group does not change the nature of the promise. The actuarial
comwhﬁonmnﬁdasthm,madsdngormmremirmﬁuﬁve longer than
othersmdtha:someindividualswilltﬂminaxebeforcvmordic before receiving
any benefits. Those factors are properiy considered in measuring the probable future
sacrifice that will result from the presently existing promise of benefits to the
employees.

115. The practical effect of the argument that the obligation is to the ongoing
employee group is often to defer recognition of part of the cost of an individual’s
pmsionmpuiod;aﬁathmindividualmiru.hopcn-goupvicwprovidqno
basis for recognizing the cost of pension benefits over any particular period. One of
Lheobjecﬁvaofmualamunﬁngistomamhmmdmmus. The Board

becamethemchinewﬂlbercplacedandthehnpomlthingis the cost of maintain-
ing the ongoing plant. Employee compensation, whether paid currently or deferred,
should be recognized as cost when the services are rendered. The Board concluded
that, in concept, the employer’s obligation to the existing employee group is the sum
of its obligations to individual employees, adjusted to reflect the present value of the
amount and the probability of payment (the “actuarial present value”).

Recognition versus Disclosare

116. Some respondents agreed that better information about net periodic pension
cost and the pension obligation is needed but argued that the information would be
justasusemliﬁtmdisdosedmthcfootzmand. therefore, that changes in the
ba.sicf'manda]smunmu(changs whichthcybdicvedwmﬂdbecosuy)wm not
necessary. The Board is aware that costs are involved for both preparers and users
Whmwudlansesaremdeinmun&ng principles, but in the Board’s view it is
important that elements qualifying for recognition be recognized in the basic finan-
cial statements. Footnote disclosure is not an adequate substitute for recognition.
'I'hearsumcn:thauheinformaﬁonisequauyusdm regardless of how it is presented
could beappﬁedtomyﬁnancialﬂmtdem:m. but the usefulness and integrity
of financial statements are impaired by each omission of an element that qualifies
for recognition. Further, although the “equal usefulness” argument may be valid for
some sophisticated users, the Board does not believe it hoids for all or even most
other users. Finally, if the argument were valid, the consequences of recognition
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vmﬂdnotbediﬁmtfrommoseofnmmmizingbmdisdosingmenmcinfor-
nation; it is obvious from their arguments that many who assert that disclosure
vould be equally usefu] believe recognition would have different consequences.

Aeasurement of Plan Assets

17. The Board concluded that plan investments should be measured at fair value
mmof%&mm(wuwoﬁdﬁmmmwforpumof
merminingthcmmtofddayedrmgnhionofmpinsmdlm). Fair value
mviduthcmoamlcvmtinfomaﬁmthnmbeprovidedforamsﬁngboththe
lan’s ability to pay benefits as they come due without further contributions from
ncanployuandthcﬁnumm'buﬁommuympmvideforbuxﬁtsakady
romised to employees. The same reasons led to a similar decision in Statement 35.

18. TheBoardrwognizsthuthﬂcmaybepmcﬁnlproblumindaerminin;the
air value of certain types of assets. Notwithstanding those difficulties, the Board
dkmmmtherdcvmoffmuhnofpmsionmissomaswovmﬁe
sbjeaionsmﬁsuscbuedondifrnmyofmm.lnaddiﬁon.mpmﬁon
ssets are invested in marketable securities and are priced regularly for investment
aanagement purposes.

19. The Board considered the use of an actuarial value of assets instead of fair
alue. A number of different methods of determining actuarial asset values are avail-
ble, generally based on some kind of average of past market values or on long-
ange projections of market values intended to eliminate short-term market
luctuations. The Board concluded that those methods produce information about
1cassetsthatislessrdevamandmndiffmhmmdaﬂmdthanfairvﬂue.5p&
ifmﬂgifmmaﬁalmvﬂumusedtomtbcminhnumnﬁﬁabﬂity
efmedﬁlpanmph%.itwmudsmmmmmgniﬁonofaﬁabﬂitywhm
1¢ fair value of the assets exceeds the obligation, and at other times it would result in
© recognition when a net unfunded obligation exists based on the fair value.

20. The Board understands that measuring investments at fair value could intro-
uce volatility into the financial statements as a result of short-term changes in fair
alues. Some respondents described that volatility as meaningless or even mislead-
\g, particularly in view of the long-run nature of the pension commitment and the
ict that pension investments are often held for long periods, thus providing the
pponunityforsomcphnorlossawm.Theerdahomommusome
1anges in the fair value of investments are related to some changes in the measure-
ient of the pension Liability because they are affected by the same economic factors.
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For example, a change in the level of interest rates would be expected to affect the
ﬁabiﬁryby:hansingthediscountmsandwouldalsoaﬁectthefairvalueofazleast
some types of investments (such as bonds). In many cases such fluctuations in the
pension benefit obligation and in the fair value of plan investments would tend to
offset each other.

121. TheBoardoondudedLhumcdiffemncebawemﬂmumalremmmm
andtheexpemdretumonmcoﬂdbemosnizedmnetpuiodicpmsionmon
a delayed basis. Those effects include the gains and losses themselves. That conclu-
sion was based on (a) thcprobabilityr.hmatlemsomch.inswouldbcoffsubysub-
sequentlmmdﬁcevmmd(b)rapondmts'armmtsthatimmediatc
recognition would produce unacceptable volatility and would be inconsistent with
the present accounting model.

122. The Board also considered whether amounts accrued by the employer but not
yet contributed or paid to the plan (that is, unfunded accrued pension cost) should
be considered plan assets for purposes of this Statement, noting that Statement 35
does consider some such amounts to be plan assets for purposes of the plan’s finan-
cial reporting. The Board concluded that including accrued pension cost as plan
assets for purposes of the disclosure of funded starus (paragraph 54(c)) would be
inappropriate because that amount has not been funded (contributed), and would
unnecessarily complicate the recognition and disclosure requirements of this State-
ment.

123. The Board discussed whether securities of the employer held by the plan should
be eliminated from plan assets and from the employer’s financial statements as, in
effect, treasury securities. The Board concluded that elimination would be impracti-
cal and might be inappropriate absent a decision that the financial statements of the
plan should be consolidated with those of the employer, but that disclosure of the
amount of such securities held would be appropriate and should be required.

hﬁmnmto!%&nudlheﬂb&nﬁon

124. Measurement of the service cost component has much in common with
measurement of the pension obligation. The service cost is essentially the portion of
the projected benefit obligation that is attributable to services rendered in a period.
IheBoardcondudedLhat(a)aﬂanp!oymshoulduscasinshmsurcmmtmahod
and (b) that method should refl ot the plan’s benefit formula to the extent that the
formula specifies how employee- ' benefits accrue.
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le Method )

Some respondents suggested that the Board should not require the use of a
le method but should allow a choice among a number of acceptable alternatives.
1y noted that choices among accounting methods are allowed in other areas,
uding accounting for inventory and depreciation. They also suggested that a
«dardized method would not achieve comparability because of differences in
imptions or would impair comparability because it would obscure different cir-
1stances that call for different approaches.

. The Board was not convinced by those who made reference to other areas of
s>unting. The appropriateness of allowing a choice of methods for depreciation
inventory accounting is beyond the scope of this project. The Board also
eves that the differences among methods available for pension measurements are
ificantly more complex and less well understood than other method differences.
cnowledgeable user is more likely to understand the approximate difference
ween straight-line and accelerated depreciation than the difference between two

. The Board concluded that use of a standardized method would improve com-
ability. Differences in assumptions are intended, at least conceptually, to reflect
| differences in circumstances. The Board noted that comparability is not a
racteristic that is either completely present or absent. It concluded that improve-
ats in comparability could be achieved, even though some differences that are not
essarily reflective of real differences will remain because of the exercise of judg-
nt in the selection of assumptions.

i. The Board is not convinced that differences in circumstances among employers
uire fundamentally different methods for measuring the service component of
periodic pension cost. Differences such as expected rates of turnover and mortal-
would continue to be reflected. The Board concluded that use of a single method
sed on the terms of the plan would improve comparability and understandability
financial reporting by reflecting real differences among plans.

oice of Method

). The 1981 FASB Discussion Memorandum, Employers’ Accounting for Pen-
ns and Other Postemployment Benefits, described two families of attribution
proaches: the benefit approaches and the cost approaches. Benefit approaches
‘ermine an amount of pension benefits attributed to service in a period and then
culate the service cost component for the period as the actuarial present value of
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those benefits. Cost approaches project an estimated total benefit at retirement and
then calculate the level contribution that, together with return on assets expected to
accumulate at the assumed rates, would be sufficient to provide that benefit at retire-
ment. (I'heamountauocazedtoﬂchywnmyhclevdmdoﬂarmoum orlevelasa
percentage of compensation.)

130. A number of respondents indicated a preference for the cost family of
approaches, usually the approach defined in the 1981 Discussion Memorandum as
cost/compensation. That preference was frequently based on the view that a pension
is earned only over an employee’s full period of employment with the result that
measuring the obligation and the cost on an annual basis is less important than the
pattern of net cost from period to period. Although all of the commonly used
approaches may be described as systematic and rational, the cost/compensation
approachispmfmudbymanybecauscitismongm to produce a net periodic pen-
sion cost that is a level percentage of compensation. In fact, however, that desired
pattern of net periodic pension cost will result only if amounts recognized as net
periodic pension cost are also the amounts funded and if experience does not vary
from assumptions.

131. The Board rejected the cost family of approaches because it believes that the
terms of the plan provide a more relevant basis for relating benefits promised to ser-
vices rendered. The benefit approaches are also more consistent with the Board’s
definition of liabilities. FASB Concepts Statement No. 3, Elements of Financial
Statements of Business Enterprises, defines liabilities in terms of obligations, and an
employer’s obligation under a defined benefit plan as of a particular date is for pen-
sion benefits promised by the terms of the plan rather than for an accumulation of
level costs. The Board believes that, although the “level percentage of compensa-
tion” pattern may be desirable for funding or for budgeting contributions, it does
not necessarily reflect how cost is incurred or how a liability arises.

132. All attribution approaches measure service cost and the related obligation by
discounting amounts payable in future periods to reflect the time value of money. No
respondents advocated solutions that would not include such discounting. The way
in which discounting is applied, however, is the fundamental difference between the
cost approaches and the benefit approaches. The benefit approach adopted by the
Board uses the terms of the plan to determine the benefits earned during a period
(that is, the future cash flow) and then calculates the actuarial present value of those
benefits. Under the cost anproaches the amount attributed to a period is not the
actuarial present value of z enefit earned in the period. Instead, the total cost of all
the expected benefits is discounted and assigned 1o periods in a single mathematical
step so that the net pensior. cost (the service cost, plus interest cost, less anticipated
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1rn on assets in the fund and to be added in future periods) is a constant amount
a constant percentage of salary.

. In the Board’s view, the benefit approaches reflect the promise of a defined
efit, and the present value of a dollar of benefit promised to a 60-year-old is
ater than that of a dollar of benefit promised to a 25-year-old, if both are payable
ige 65. Under the cost approaches, the cost charged in the early years of an
sloyee’s service will provide an amount of benefit at retirement much greater than
benefits earned in those years based on the plan formula. In the last years of an
ployee'sserVioe.thccostislcssthanthcprcsmtvaiucofbmcﬁtswned.m
Alt is that at any point before retirement, the amount accrued for an individual
fer a cost approach will exceed the present value of benefits earned to that point
ed on the plan’s benefit formula.

.. The Board concluded that the measurements of net periodic pension cost and
projected benefit obligation should reflect the terms of the plan under which they
se. Because a defined benefit pension plan specifies the employer’s promise in
ms of how benefits are earned based on service, rather than how contributions
| be made to adhere to a desired funding pattern, the benefit approaches were pre-
red.

;. The Board also considered a benefit approach that would attribute benefits to
jods based on compensation paid in those periods (a benefit/compensation
sroach). Some believe that compensation is the best available indicator of the
ue of the employee’s services and, therefore, it is the most logical basis for alloca-
n of benefits. In the Board’s view, however, that approach less faithfully repre-
its how the cost is incurred under the terms of the plan than the approach selected.
e Board also noted that the benefit/compensation approach is not among those
swable under Internal Revenue Service regulations for funding purposes for cci-
n types of plans.

ading considerations

6. For purposes of funding a plan, using a cost approach to assign relatively large
younts to early years may be considered by some to be desirable because it allows
yre time for tax-free earnings on contributed assets to compound and because it
ovides additional benefit security. That basic funding approach may be particu-
'lyuscfulinadﬁcvinzfundingobjecﬁvesifthcmofphnammdmmtsistobe
nded over a relatively long period after each amendment occurs. The relatively
pid funding of the obligation arising from service in the current and future periods
ay compensate for delayed funding of obligations arising from plan amendments.
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would exceed the benefits of improved financial reporting. The Board notes, how-
evu.muahrgepanofthcmainvolvedinanwmﬂalvaluaﬁonismaumdm
snhqingmdproc&ingthempmdamandthmthem“edmhmdythcsamc
for any computational approach. The Board concluded that the additional cost
attributable to the requirements is unlikely to be excessive.

Future compensation levels

138. InmponsetorheExpom-eDmftandmrﬁcrdocummls issued as part of this
project, some respondents argued that, based on the definition of a liability, pension
benefits dependent on future increases in compensation cannot be a present obliga-
tion and, therefore, the liability measurement should be based only on actual com-
pensation experience to date. 'Ihcya]sonowdthuifmepla.n were terminated or if
an employee with vested benefits did not render future services, the employer’s obli-
gation would be limited to amounts based on compensation to date.

139. Among those respondents who argued that obligations dependent on future
compensation increases are excluded by the definition of a liability, very few were
prepared to accept a measure of net periodic pension cost that was based only on
compensation to date. The Board notes that under the double entry accounting sys-
tem, recognition of an accrued cost as a charge against operations requires recogni-
tion of a liability for that accrued cost. Thus, excluding future compensation from
the liability and including it in net periodic pension cost are conflicting positions.

140. The Board also considered the arguments of respondents who noted that it
would be inconsistent (a) to measure pension cost or the obligation ignoring future
compensation increases that reflect inflation and (b) to use discount rates that reflect
expected inflation rates in making those measurements. In thic view, discounting a
benefit that does not include the effects of inflation amounts to removing the effect
of inflation twice. Those respondents suggested that the effects of inflation should
either be considered for both purposes or be eliminated from both. The latter
approach would involve use of inflation-free (or “real”) discount rates. The Board
considered that possibility but concluded that the use of explicit rates observable in
actual transactions (“nominal rates”) would be more understandable and would
present fewer implementation problems, as noted below.

141. The Board notes thar at present few private pension plans in the U.S. provide

benefits that are increasec automatically after an employee retires based on either
compensation levels or inflation. If future compensation increases were incorpo-
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ed implicitly by reducing the discount rates used to compute the present value of
- benefit obligation, projected benefit increases during the postretirement period
uld be incorporated automatically at the same time unless different (explicit) dis-
int rates were used for those periods. Using inflation-adjusted (implicit) discount
es would, in effect, anticipate postretirement benefit increases, which would be
onsistent with the Board’s decision that future plan amendments should not be
icipated unless there is a present substantive commitment to make such amend-
nts.

). Other respondents disagreed with the argument that a measurement approach
sed only on current compensation would be inconsistent with use of nominal
erest rates (paragraph 140). They argued that the assumed discount rates should
lect the rates at which the obligation could be settled—for example, by purchasing
nuities or perhaps by dedicating a portfolio of securities. They argued that future
erest rates (and therefore forecasts of future inflation) are irrelevant.

3. The Board concluded that the pension obligation created when employees ren-
- services is a liability under the definition in Concepts Statement 3. That defini-
n, however, does not resolve the issue of whether the measurement of that liability
suld consider future compensation levels. After considering respondents’ views,
th practical and conceptual, the Board concluded that estimated future compensa-
n levels should be considered in measuring the service cost component and the
djected benefit obligation if the plan’s benefit formula incorporates them. The
ard perceives a difference between an employer’s promise to pay a benefit of | per-
1t of an employee’s final pay and a promise to pay an employee a fixed amount
it happens to equal | percent of the employee’s current pay. Ignoring the future
riable (final pay) on which the obligation in the first case is based would result in
t recognizing that difference. The Board also concluded that the accumulated
nefit obligation, which is measured withour considering future compensation
els, should continue to be part of the required disclosure and should be the basis
which to decide whether 2 minimum liability needs to be recognized.

ibilities

4. Preliminary Views proposed requiring recognition of a net pension liability or
set based on the difference between the projected benefit obligation and the fair
lue of plan assets. However, the net gain or loss not yet included in net periodic
nsion cost was also unrecognized for purposes of measuring the net pension liabil-
* or asset, thereby reducing the volatility of that balance. An intangible asset would
ve been recognized when a plan was amended, increasing the projected benc (it
ligation. Respondents objected to the proposal for a number of reasons, both
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conceptual and pragmatic. Some of those objections, based on doubts about the
nature of the employer’s obligation, were discussed previously.

145. Anumbcrofmpondmuarguedthatinunwdpmsionbencfnsgramedina
phnammdmmmachmgadforempbyeu'fumm.wmwhmthc
amount of the benefit is computed based on prior service. In this view, the employ-
eﬂﬁabﬂityformchbaxfnsmﬁeonlyastheﬁmsemcsmrmdued. Some
alsomedthataphnmdmmtisawhoﬁymtoryoonmmdfor&mm-
sonshwldnotberemsnimd.mﬂonrdlmdmtheobﬁpﬁonismdcrukmby
the employer with the expectation of future economic benefits but believes that does
not provide a basis for not recognizing the obligation that arises from the event or
foruguinsthnmobﬁsaﬁonadns.mawddoesnmmuthnaphnamd-
misawhouymoryeonm,mthcmthazmmdmmm
wmmwmmmhmmm.mmmmm.me
erdhumpropwadwmizemylhbﬁityforﬂmbmefus. However, to
ﬂwmmehausedbmeﬁtsmamibtmdbythebmeﬁt formula to services
akﬁdyrmduud.thcnoardcondudedthnonepmywthccmmhaspufomed
and the agreement is at most only partially executory.

146. Some respondents argued that the obligation could not be measured with suffi-
cient reliability (or precision) to justify recognition. The Board notes that the
mﬂmmuofnetpaiodicpensionmandlmﬁmdedmedpemioncost.
whichmbtwdonﬂscamcumpﬁons,mnomcorhnndsethanmm
ments of the accumulated and projected benefit obligations. In addition, insurance
mmommmmmmmmmm:wmm
m(ahhoughnotbyfumnwmpensaﬁonlevds),mdmouobﬁsaﬁomaremcog~
nized. When an insurance contract involves obligations similar to pension obliga-
tions (for example, an annuity contract), measurement of those obligations involves
some of the same assumptions used in pension accounting. The Board conc'uded
that information about pension cost and obligations based on best estimates of the
rdemufunnecvmuismfﬁdenﬂyrdiablcwbeuscfm.TheBoardrecomzsthm
pension (and other postemployment benefit) liabilities are, as some respondents
argued, different from the other recognized liabilities of most employers, but thar is
beuusemoummﬁmothathanhnmmeompaniadonmordinuﬂytakeon
obligations of comparable significance that depend on unknown and uncontrollable
future events to define the amount of future sacrifice.

147. Those respondents who challenged the reliability of liability measures based on
maﬁalcﬂmhﬁomgmaaﬂymppomdrecomiﬁmofpmofﬂmmﬁabﬂity
basedmunfundedmedpmsionm.FASBConmptsStmgntho.z.Quaﬁ-
tative Characteristics of \ccounting Information, defines reliability as a combina-
tion of representational faithfulness and verifiability. In the Board’s view, the




zation based on the terms of the plan and the unfunded accrued cost are equally
icult to verify, but the former is a more faithful representation of a liability
wuse it is an estimate of "a present obligation to make future cash outlays as a
It of past transactions and events. The unfunded accrued cost does not purport
¢ a measure of an obligation,; it is a residual resulting from an allocation process
, therefore, it cannot be a faithful representation of a liability.

A number of respondents argued that a pension liability must be limited either
1¢ amount that would have to be paid on plan termination or to the amount of
ed benefits. Those arguments were based on the view that the employer has dis-
ion to avoid any obligations in excess of those limits. Some who preferred no rec-
ition nevertheless agreed that it is difficult to argue that at least unfunded vested
*fits are not a liability.

. The Board concluded that, in the absence of evidence to the contrary, account-
should be based on a going-concern assumption that, as applied to pensions,
imes that the plan will continue in operation and the benefits defined in the plan
be provided. Under that assumption, the employer’s probable future sacrifice is
limited to either the termination liability or amounts already vested. The Board
eves that the actuarial measurement of the obligation encompasses the probabil-
hat some employees will terminate and forfeit nonvested benefits. Benefits that
expected to vest are probable future sacrifices, and the liability in an ongoing
1 situation is not limited to vested benefits. However, the Board was influenced
-espondents’ views of the nature of vested and accumulated benefit obligations in
iecision that a reported liability should not be less than the unfunded accumu-
d benefit obligation. Some Board members were also influenced by arguments
t the accumulated benefit obligation, which requires no estimate of future salary
Js, is more reliably measurable than is the projected benefit obligation.

. Some respondents objected to the accounting proposed in Preliminary Views
the grounds that delaying the recognition of gains and losses as part of the
asurement of the net pension liability or asset could cause an employer to report a
liability when the fair value of plan assets exceeded the projected benefit obliga-
1, OF to report a net asset when the projected benefit obligation exceeded the fair
ue of plan assets. The Board noted that delayed recognition of the effects of price
nges is an inherent part of historical cost accounting and that the problem results
m the Board’s retention of the delayed recognition and offsetting features of past
1sion accounting.

.. The Board understands that the recognition of a minimum liability requir d by
s Statement only updates the statement of financial position in some circum-
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stances when plan obligations are not fully funded. Unlike Preliminary Views, this
Statement does not update the liability for all amendments when they occur. Also,
like past practice and Preliminary Views, this Statement will result in recognition of
liabilities for certain plans with assets in excess of their projected benefit obligations.
That. will occur because of delayed recognition of gains and of unrecognized net
assets existing at the date of initial application of this Statement, if net periodic pen-
sion cost is not funded (for example, because it is not currently tax deductible). The
provisions of this Statement, however, will result in recognition of some liabilities not
currently reflected and, in the Board’s view, in more representationally faithful
reporting in those situations. This Statement also requires disclosure of the current
information about assets and liabilities that is not reflected in the statement of finan-
cial position.

152. The Board believes that this Statement represents an improvement in past prac-
tices for the reporting of financial position in two ways. First, recognition of the cost
of pensions over employees’ service periods will result in earlier (but still gradual)
recognition of significant liabilities that were reflected more slowly in the past finan-
cial statements of some employers. Second, the requirement to recognize # minimum
liability limits the extent to which the delayed recognition of plan amendments and
losses can result in omission of liabilities from statements of financial position.

153. Recognition of a measure of at least a minimum pension obligation as a liabil-
ity is not a new idea. ARB 47, published in 1956, stated that “as a minimum, the
accounts and financial statements should reflect accruals which equal the present
worth, actuarially calculated, of pension commitments to employees to the extent
that pension rights have vested in the employees, reduced, in the case of the balance
sheet, by any accumulated trusteed funds or .annuity contracts purchased” (para-
graph 7). Paragraph 18 of Opinion 8 required that “if the company has a legal obli-
gation for pension cost in excess of amounts paid or accrued, the excess should be
shown in the balance sheet as both a liability and a deferred charge.” Opinion 8 did
not define the term legal liability, and the FASB concluded in Interpretation 3 that,
pending completion of this project, ERISA should not be presumed to create a legal
liability for purposes of applying paragraph 18.

154. The Board considered a minimum liability based on the vested benefit obliga-
tion but concluded that the time at which benefits vest should not be the primary
point for recognition of either cost or liabilities.

155. The Board also considered an alternative proposal that would differ from the
requirements of this Statement in two ways. First, while it would have recognized the
same minimum liapility. it would also have recognized a minimum asset when the




*value of plan assets exceeded the projected benefit obligation. Second, it would
¢ recognized an intangible asset only when recognition of a minimum liability
ilted directly from a plan amendment. Changes in the minimum liability or the
1mum asset not resulting from plan amendmerts (that is, gains and losses) would
e been recognized as a separate component of equity (and thus would have been
luded in comprehensive income but not in earnings of the current period). The
ard rejected that alternative because of the volatility that it would introduce into
ancial statements and because of its added complexity.

) or More Plans

i. Some respondents argued that an employer with two or more plans should
nbine or net all plans and report the funded status only on an overall basis. That
uld affect the required disclosure and minimum liability recognition provisions of
; Statemnent. They suggested that differences between plans are not substantive
ause an employer could merge two or more plans. The Board believes that an
ployer with one well-funded plan and another less well funded or unfunded plan
n a different position than an employer with similar obligations and assets in a
gle plan. The Board was not convinced that combining plans would be easy or
1 possible in many cases. For example, the Board believes it would be difficult to
nbine a qualified plan with an unqualified plan or a flat benefit plan with a final-
/ plan. Further, netting all plans would be inconsistent with other standards that
clude offsetting assets and liabilities unless a right of offset exists. The Board con-
ded that the requirements of this Statement to show separately certain informa-
a for plans with assets less than accumulated benefits would provide more useful
ormation than would allowing the netting of all plans.

sognition of the Cost of Retroactive Plan Amendments

7. When a defined benefit pension plan is initiated or amended to increase bene-
;, credit is often given for employees’ services rendered before the date of the
iendment. After such an amendment the projected benefit obligation, based on
1efits attributed to past services by the plan’s new benefit formula, is greater than
‘ore. The Board concluded that the employer’s obligation for pension benefits
wnted in a plan amendment and artributable under the terms of the plan to prior
vice is not significantly different from the obligation arising year by year in accor-
nce with the plan terms in effect prior to the amendment and that, as a result, the
remental obligation created by a plan amendment should be reflected as an
Tease in the projected benefit obligation. The increase in obligation is substantive,
t simply the result of a computation; for example, vested benefits are increased
mediately.
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158. A few respondents argued that the retroactive cost of a plan amendment
should be recognized as net periodic pension cost in the year of the amendment.
They agreed that the obligation for benefits attributed to past service represents a
liability and they concluded that, although some intangible future economic benefit
may also result, it would not qualify for recogiition as an asset. In their view, the
retroactive cost of past plan amendments should not be charged to future periods.

159. Most respondents agreed with the rationale in Preliminary Views and the
Exposure Draft that a plan initiation or amendment is invariably made with a view
to benefiting the employer’s operations in future periods rather than in the past or
only in the period of the change. ! The Board believes that a future economic benefit
exists, that the cost of acquiring that benefit can be determined, and that amortiza-
tion of that cost over future periods is consistent with accounting practice in other
areas. The Board also believes that a requirement to charge the cost of a retroactive
plan amendment immediately to net periodic pension cost would not be representa-
tionally faithful and would represent an unacceptably radical change from current
practice. The Board concluded that the increase in the projected benefit obligation
resulting from a plan change should be recognized as a component of net periodic
pension cost over a number of future periods as the anticipated benefit to the
employer is expected to be realized.

160. Some respondents argued that the intangible asset proposed in the Exposure
Draft does not qualify for recognition. The Board acknowledges the fact that similar
future benefits are not recognized as assets in some cases. The Board concluded,
however, that the asset should be recognized to the extent that a liability in excess of
unfunded accrued pension cost is recognized. The Board also concluded that the
asset recognized should be limited to the amount of prior service cost not yet recog-
nized in net periodic pension cost. A plan can have unfunded accumulated benefits
in excess of unfunded accrued pension cost only as a result of either retroactive plan
amendments or losses. Although the Board agreed to delay recognition of losses in
net periodic pension cost, it believes recognition of a loss as an asset would be inap-
propriate. No respondents argued that unrecognized losses represent future
economic benefits.

161. Some respondents suggested that an intangible asset should be recognized but
should be grouped with or netted against the pension liability. The Board rejected
that approach because the asset cannot be used directly to satisfy the liability. There

”‘Thepobabkﬁmuemomkbenefminawﬁcuh:mmyhdudcreducadmployu
turnover, improved productivity, and reduced demands for increases in cash compensaton. The cost
of the benefits is measured at the date of the plan change by the aiscounted amount of the incremen-
tal obligation resulting from the change.
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ightofoffsu.Thﬂismﬂyanargummtagainarmgnizimmyﬁabﬂityads-
om a plan change. The Board’s conclusions on liability recognition were dis-
1 previously.

rization of the Cost of Retroactive Plan Amendments

The Board recognizes that the number of periods benefited by a retroactive
amendment (ortheamoun:ofthebmeﬁtrunaininsatambsequmtdue)is
ult to estimate and is not objectively determinable. However, the Board con-
d that amortization based on the expected future service of plan participants
ire active at the time of the plan amendment or plan adoption and who are ex-
d to receive benefits under the plan provides a reasonable basis for allocating
Jsxofaplmammdnwmwthepuiochbmefmd.Ammtimionbcyondthm
d would be inconsistent with the objective of recognizing the cost of an employ-
ension over that individual’s service period.

The Board concluded that, conceptually, amortization of prior service cost
Id recognize the cost of each individual’s added benefits over that individual’s
jnjngsuviocpuiod.lnp:acdce.memudbdievesthmﬂwpmdsionofm:
sutation on an individual basis is unnecessary and might not be worth the cost.
Board viewed a method that allocates the same amount of prior service cost to
expected future year of each employee’s service as a reasonable approximation
« results of an individual computation. Use of the more precise method is, of
sc.apprpptiatc.TheBoardaisooondudedr.ha:inmonthmmoftheobﬁ-
ma:isinginanmnendmmtandthunddpamdfumremmonmasconm‘b-
(or to be contributed) to provide for that part of the obligation are separate
ponents. Neither of those components should affect the recognition of prior ser-
cost.

The individual computation, like the method adopted by the Board, would
I:hadecﬁnjngamorﬁzaﬁonchargeforuwmofaparﬁaﬂuphnanmdmuu
msesomcoftheunployeswhomgmmedaddiﬁonalbuwfminmephn
1ge normally could be expected to retire or terminate each period. In fact, an
-rtimtionofpriorsm'vicecostforeachindividualasalevelammmtcwermu
vidua!'smnahingsavioepuiodwouldbesomewhmmorcmpidthmmc
hodadopwdbmusememdividuakrecdvingmemmstammmtofrﬁm&cﬁve
:ﬁuuﬁﬂusuaﬂybemoscnmmjmnmt.mmahodadoptedisalsooonﬁs-
with the idea that the benefits realized by the employer as a result of a retroactive
1dungea:cﬁkdymbeminmeymﬁnmedjatdya&amechange.m
tration of the method is included in Appendix B.
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165. Some respondents to the Exposure Draft argued that the proposed allocation
of the same amount ofpdorservicecomwachﬁlturemofsewicewouldbe
unnecessarily complex and would require employers to maintain detailed records for
long periods. The Board noted that it intends this Statement, to the extent possible,
to define accounting objectives rather than specific computational means of artain-
ing those objectives. The Board agreed to allow alternative methods of amortization
(explicitly including a straight-line amortization over the average remaining service
period of participants expected to receive benefits) that would simplify computa-
tions and record keeping as long as such methods do rat have the effect of delaying
recognition of prior service cost L0 a greater extent than the method that was defined
in the Exposure Draft.

166. Beamememofmammdmmtkmmasaprmvﬂue(aninm
inthcptoieaedbmefnobﬁpﬁon).anmmdmmza]sormﬂuinminceasemthe
interest cost component of net periodic pension cost. Opinion 8 permitted amortiza-
tion ofrhccostofrctroacﬁvcphnammdmenxsbetwmaminﬁnum and maximum
range (paragraphs 17(a) and (b)), which, in practice, resulted in amortization periods
ranging from 10 to 40 years. Themethodpuviouslymostoftmusedinpmujccwas
an “interest method” or “mortgage method,” which allocates the prior service cost
mdinxermmontheummonized(arunﬁmded)bahnc:asalcvdtma] amount.
Becausethamahodconsidmhmmoﬂyonanabaﬁs(m:mmtheunfunded
balance), it actually has the effect of delaying recognition of the cost of retroactive
benefits in anticipation of future contributions and the return on the fund expected
to be accumulated. That method is often described as producing a level total amorti-
zation, but the total that is level is the sum of principal amortization and interest cost
on the related portion of the obligation, less return on the funds that will be built up,
assuming future contributions equal to the level total. Under that method small
amounts of the cost of the retroactive benefits are recognized in the years imme-
diately after an amendment when interest on the unamortized cost is hizh, and the
largest amounts of the cost of the benefits are recognized in the last years of the
amortization period. The Board concluded that method has the effect of deferring a
major portion of the cost of pensions beyond the service period of employees receiv-
ing them.

167. Some respondents suggested that soi:e plans (for example, those providing
benefits that are not pay-related or are related to career-average-pay) are amended
more often than plans with final-pay benefit formulas and that as a result, the cost
of each amendment should be recognized more rapidly. The Board concluded that if
those or other circumstances indicate that the benefits of a retroactive plan amend-
ment have been impaired or will expire more rapidly than would be reflected by the
minimum amortization specified, the cost should be recognized more rapidly.
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unure Amendments

68. Some respondents suggested that plan amendments should be anticipated or
simated before they are made, in which case increased benefits expected to be
ranted in the future would be included in determining current period cost. Under
1at approach plan amendments actually occurring during a period would be treated
s changes in estimates to the extent they varied from the assumption. The Board
sjected that approach for most situations because of concerns about the ability to
jake reasonable estimates of future plan amendments and because the Board does
ot believe that a present obligation ordinarily exists for benefits to be promised in
iure amendments. Anticipation of future plan amendments also is inconsistent
ith the basic view that the terms of the present plan provide the best basis for mea-
iring the present obligation.

§9. However, respondents to the Exposure Draft argued that in some situations the
ibstance of a plan embodies a present substantive commitment to provide benefits
eyond those defined in the written plan formula. One example cited was a career-
verage-pay plan that produces approximately the same results as a final-pay plan
wough regular updates. Another example was an unwritten but substantive com-
\itment to increase regularly the benefits paid to retirees to reflect inflation. The
oard noted that this Statement retains from Opinion 8 the requirement to account
or the substance of an unwritten plan. The Board agreed that employers should
ccount for the substance of such commitments and disclose their existence and
ature.

mendments Affecting Retirees

70. An amendment sometimes increases benefits for individuals already retired.
ince those individuals are not expected to render future services, the cost of those
enefits cannot be recognized over the individuals’ remaining service periods.

71. Some respondents argued that such an amendment does not give rise to a
uture economic benefit and that its entire cost should be recognized as an expense in
ae period of the amendment. The Board sees some merit in that argument but con-
luded that it is reasonable to assume that a plan amendment is the result of an
conomic decision and that future economic benefits similar to those expected to
esult from a benefit increase for active employees are expected to result when retir-
s’ benefits are increased. The Board noted that in at least some cases retirees’ bene-
it increases are part of collective-bargaining agreements and that some may view
hose benefits as being exchanged for services of active employees. The Board agreed
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that it would be simpler and more practical to recognize the cost of all plan amend-
ments similarly, that is, on a delayed basis,

Amendments That Reduce Benefits

172. The Board recognizes that a situation might exist in which a plan amendment
reduces benefits attributed to prior service. The Board concluded that accounting
for such amendments should be consistent with accounting for benefit increases and
that the accounting specified in paragraph 28 would accomplish that objective.

Volatility and Delayed Recognition of Gains and Losses

173. Gains and losses, sometimes called actuarial gains and losses, are changes in
either the value of the projected benefit obligation or the fair value of plan assets
arising from changes in assumptions and from experience different from that incor-
porated in the assumptions. Gains and losses include actual returns on assets greater
than or less than the expected rate of return.

174. A number of respondents to the Exposure Draft and earlier documents issued
as part of this project expressed concern about the volatility of an unfunded or over-
funded pension obligation measure and the practical effects of incorporating that
volatility into financial statements. The Board does not believe that reporting volatil-
ity per se is undesirable. If a financial measure purports to represent a phenomenon
that is volatile, the measure must show that volatility or it will not be representa-
tionally faithful. The Board also notes that the volatility of the unfunded or over-
funded obligation may be less than some expect if the explicit assumptions used in
the valuation of the obligation are changed to reflect fully the changes in interest rate
structures that affect the fair values of plan assets, because changes in the assets may
tend to offset changes in the obligation.

175. However, in the case of pension liabilities, volatility may not be entirely a faith-
ful representation of changes in the status of the obiigation (the phenomenon repre-
sented). It may also reflect an unavoidable inability to predict accurately the future
events that are anticipated in making period-to-period measurements. That is, the
difference in periodic measures of the pension liability (and therefore the funded sta-
tus of the plan) results partly from the inability to predict accurately for a period (or
over several periods) compensation levels, length of employee service, mortality,
retirement ages, and other ‘pertinent events. As a result, actual experience often dif-
fers significantly from that which was estimated and that !=ads to changes in the esti-
mates themselves. Recognizing the effects of revisions in estimates in full in the
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rriod in which they occur may result in volatility of the reported amounts that does
n reflect actual changes in the funded status of the plan in that period.

6. Some respondents believe that some of the volatility is representationally faith-
1, for example, gains and losses that result from measuring investments at fair
lue. They also believe, however, that recognizing those gains and losses, and espe-
uly including them in earnings of the current period, would be inconsistent with
e present accounting model applicable to employers’ financial statements. They
gued that such a major departure from the present mode! should not be made in
is project.

7. The Board considered those views and concluded that it should not require that
ins and losses be recognized immediately as a component of net periodic pension
st. Accordingly, this Statement provides for recognition of gains and losses pro-
ectively over future periods to the extent they are not offset by subsequent
anges. Based on the concerns expressed by many respondents to the Exposure
‘aft, the Board also concluded that the effects of changes in the fair value of plan
sets, including the indirect effect of those changes on the return-on-assets compo-
nt of net periodic pension cost, should be recognized on a basis that reduces the
latility more effectively than that proposed in the Exposure Draft. The Board
lieves that both the extent of volatility reduction and the mechanism adopted to
fect it are essentially practical issues without conceptual basis. The Board does not
lieve that the market-related value of assets used in this Statement as a device 1o
uce the volatility of net periodic pension cost is as relevant as the fair value
juired for other purposes.

8. The Exposure Draft would have required use of the discount rate and the fair
lue of assets as the basis for calculating the return-on-assets component of net
riodic pension cost. Many respondents argued that the return-on-assets compo-
nt so determined would generate unacceptable volatility even if gains and losses
e never amortized. The Board considered several approaches that would have
rther reduced volatility and concluded that the approach required by this State-
:nt represents the best pragmatic solution.

9. This Statement requires use of an assumption, described as the expected long-
'm rate of return on plan assets, and of a market-related value of assets to calculate
: expected return on plan assets. Actual returns greater than or less than the
pected return are afforded delayed recognition. The Board anticipates that the
pected return on assets defined in this Statement will be less volatile than either the
tual return on assets or the return on assets that would have been recognized based
the Exposure Draft. The Board noted, however, that an expected long-term
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return-on-assets rate significantly below the rate at which the obligations could be
settled implies that settlement would be economically advantageous.

180. The Board believes the approach required in this Statement has several advan-
tages. First, it is very similar mechanically to past practices intended to achieve simi-
lar objectives. As a result, it should be easier for those familiar with the details of
past practices to understand and apply. Second, it avoids the use of discount rates
relevant primarily to the pension obligation as part of a calculation related to plan
assets. As a result, it reflects more clearly than did the Exposure Draft the Board’s
basic conclusion that information about a pension plan is more understandable if
asset-related or financial aspects of the arrangement are distinguished from the
liability-related and compensation cost aspects.

181. This Statement defines market-related asset value as either fair value or a calcu-
lated value that recognizes changes in fair value in a systematic and rational manner
over not more than five years. The Board considered defining a more specific
averaging method :o be used by all employers, but it concluded that the definition
adopted has the advantage of simplicity. It also allows the use of fair value for some
classes of assets, and the Board believes that use of fair value for certain assets (for
example, bonds) will reduce the volatility of net periodic pension cost. The Board
also noted that the definition adopted is similar to (in fact, it was adapted from) that
proposed in an Exposure Draft by the Canadian Institute of Chartered Accountants.

182. The Board also considered a number of respondents’ suggestions that would

‘have further reduced the volatility of net periodic pension cost by using a discount
rate that would change less often and less significantly than the rate described in
paragraph 44. Those respondents were primarily concerned that the service compo-
nent of net cost would be volatile because of changes in the discount rate assump-
tion. The Board concluded that the service component is the cost of benefits
attributed to service in the current period and should reflect prices of that period.
The Board noted that accounting generally recognizes the current prices rather than
past or average prices in recording transactions of the current period. The Board also
noted that the service component under the provisions of this Statement is essentially
the same as net pension cost determined under the provisions of Opinion 8 for a plan
that purchases annuities annually for all benefits attributed to service of that year.

183. The discount rate also has some effect on the interest cost component of net
periodic pension cost, but that was less controversial among respondents because as
the rate increases (or decreases) the present value of the obligation determined at that
rate decreases (or increases) so that the effect on net periodic pension cost (the rate
times the present value of the obligation) is less significant.
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$. The Board noted that, if assumptions prove to be accurate estimates of expe-
nce over a number of years, gains or losses in one year will be offset by losses or
ns in subsequent periods. In that situation, all gains and losses would be offset
er time, and amortization of unrecognized gains and losses would be unnecessary.
e Board was concerned, however, that the uncertainties inherent in assumptions
ald lead to gains or losses that increase rather than offset, and concluded that
ins and losses should not be ignored completely. Actual experience will determine
» final net cost of a pension plan. Therefore, the Board concluded that some amor-
ation, at least when the net unrecognized gain or loss becomes significant, should
required. The Board also noted that amortization of unrecognized gains or losses
sart of current funding and past accounting practice.

5. In Preliminary Views, the Board proposed a simple amortization based on the
erage remaining service period of active plan participants. The amount amortized
yuld have been equal to the net unrecognized gain or loss divided by the average
naining service. Many respondents commented that the proposed amortization
1 not sufficiently reduce the volatility of net periodic pension cost.

6. The Board concluded that once a decision is made to delay recognition of gains
d losses, no demonstrably correct period is identifiable over which those items
ould be amortized. Accordingly, the Board concluded that less rapid amortization
uld be allowed but that some limit should be retained.

7. The Board was attracted to the “corridor” approach required by this Statement
a minimum amortization approach in part because it allows a reasonable oppor-

nity for gains and losses to offset each other without affecting net periodic pension -

st. The Board also noted that the corridor approach is similar in some respects to
ethods used by some to deal with gains and losses on plan assets for funding pur-
¥5es.

8. Like the period of amortization of unrecognized gains and losses, a decision
yout the point at which it becomes necessary to begin amortizing (the width of the
wridor) is not conceptually based. The Board believes it is appropriate to relate that
quirement to the market-related value of plan assets and the amount of the pro-
cted benefit obligation because the gains and losses subject to amortization are
ianges in those two amounts. The Board concluded that a net gain or loss equal to
) percent of the greater of those two amounts should not be required to be amor-
red. The width of the resulting corridor is 20 percent (from 90 percent to 110 per-
nt of the greater balance).

57




o -‘v n‘l i

189. The Board considered whether the changes made to the provisions of the Expo-
sure Draft to reduce the volatility of net periodic pension cost obviated the need for
the corridor approach to gain or loss amortization, either for all gains and losses or
for those related to plan assets. The Board concluded that that approach should be
retained as a reasonable way to avoid excessive volatility that might otherwise result
from changes in the projected benefit obligation, and that treating asset gains and
losses similarly was a simple and reasonable solution to a practical problem.

190. Opinion 8 stated that “. . . actuarial gains and losses should be spread over the
current year and future years . . .” (paragraph 30). The Board understands, how-
ever, that predominant past practice did not consider gains and losses until after the
period in which they arose. Preliminary Views would have calculated net periodic
pension cost including amortization of the year-end unrecognized net gain or loss.
Participants in a field test conducted by the Board and a number of employers asso-
ciated with the Financial Executives Institute suggested that that approach would
unnecessarily complicate the preparation of interim financial statements. The Board
agreed, and this Statement requires amortization of unrecognized net gains or losses
based on beginning-of-the-year balances.

Assumptions

191. This Statement requires that each significant assumption used in determining
the pension information reflect the best estimate of the plan’s future experience
solely with respect to that assumpticn. That method of selecting assumptions is
referred to as an explicit approach. An implicit approach, on the other hand, means
that two or more assumptions do not individually represent the best estimate of the
plan’s future experience with respect to those assumptions, but the aggregate effect
of their combined use is presumed to be approximately the same as that of an explicit
approach. The Board believes that an explicit approach results in more useful infor-
mation regarding (a) components of the pension benefit obligation and net periodic
pension cost, (b) changes in the pension benefit obligation, and (c) the choice of sig-
nificant assumptions used to determine the pension measurements. The Board also
believes that the explicit approach is more understandable. Most respondents who
addressed the question agreed.

192. A number of respondents commented that differences in assumptions, espe-
cially the discount rates and the assumed compensation levels, would impair com-
parability. Some of those respondents concluded that the Board should require all
employers to use the same assumptions. Others concluded that the Board could not
fix the assumptions and, therefore, any attempt to improve comparability by mak-
ing other changes in accounting for pensions was futile.
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93. The Board concluded that requiring all employers to use the same assumptions
; inappropriate. Concepts Statement 2 defines comparability as “the quality of
~formation that enables users to identify similarities in and differences between iwo
ets of economic phenomena.” The Board noted that requiring all employers to use
he same turnover assumption, for example, would reduce comparability to the
xtmtthatthatasmmpiionwouldome:wisereﬂeumldﬂfmmacpemd
urnover among employers.

94. This Statement requires use of an assumption described as the expected long-
ermrmofrcmrnonplanasse:smmlmﬂalzmeo:pecwdmumonplanam.
That assumption would not have been required by the Exposure Draft. The Board's
-easons for adopting that requirement are discussed in paragraphs 177-181.

195. Moampondmufomsedthd:oommtsonammeddimmtmsandoom—
pensaﬁonkvds.moscmgmaauydtedutheammpdonsthnhavemem
»ffect on measures of pension cost and benefit obligations, and they are related
because both are affected by some of the same economic factors (such as the
expected future rates of inflation). Some respondents also believe those assumptions
(parﬁcuhrlythcdimountmﬁ)mkssﬁkdymmomuswreruldiﬁm
among plans.

196. The Board considered a requirement that all employers use common bench-
markdiscoumms,mchasthoscpubﬁshcdby(hersiouBmefnGwmryCor-
poration (PBGC). One reason for that consideration was its concern that rates
preﬁouslyusedfordisclosmwrpm@ammanployusmanumn-
able range. In spite of that concern, however, the Board concluded that requiring use
ofbendxm:kramwouldbeimppropﬁm,hpanmmmdﬂyamﬂablc
mmmmk.mmmmmmmmm
dam'bemmechnrlytheobjecﬁv:ofsdecdnsuwdimmtmﬂwﬁhthem-
tion that a narrower range of rates used would result. Although the Board concluded
that it should not require use of PBGC rates, it noted that certain of those rates, as
mmﬂydaermined.moncsomofmdﬂyavﬂablehfomaﬁonﬂmmishtbe
consideredinmﬁnsthedisommtmsrequindbythismt.

197. The Boa:dnotsﬂmdiscountmsareusedwmemccunempaiod’s
saviceooammponmtmdmdewmﬁmrheimmmmmpommofnupaiodic
mﬁoum.hhofmmrﬂnemunhbﬂityﬁdeofpmdmmmﬁng.
Fromanaocounﬁns(asopposedmﬁmding)perspecdve.ﬂwyhavenothmswdo
udthphnassﬁs.Thesameassumpdonsmneededforanunﬁnﬂedphn.
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periods are selected. A properly weighted average rare can be used for aggregate
computations such as the interest cost component of net pension cost for the period.

200. An insurance company deciding on the price of an annuity contract will con-
sidef-the rates of return available to it for investing the premium received and the
rates of return expected to be available to it for reinvestment of future cash flows
from the initial investment during the period until benefits are payable. That consid-
eration is indicative of a relationship between rates inherent in the prices of annuity
contracts and rates available in investment markets. The Board concluded that it
would be appropriate for employers to consider that relationship and information
about investment rates in estimating the discount rates required for application of
this Statement.

201. Some believe that year-to-year changes in pension information as a result of
changes in assumed discount rates shouid be avoided to the maximum extent possi-
ble. In their view, some averaging technique should be used to smooth potential
year-to-year changes so that assumed rates are changed only when it 1s apparent that
the long-term trend has changed. The Board recognizes that long-term interest rates




jects the view that material changes in long-term rates should be ignored solely to
-oid adjusting assumed discount rates.

12. The Board also addressed assumed compensation levels and concluded that
ey should (a) reflect the best estimate of actual future compensation levels for the
dividuals involved and (b) be consistent with assumed discount rates to the extent
at both incorporate expectations of the same future economic conditions.

)3. Some respondents argued that only certain components!6 of future compensa-
on increases should be considered. The Board concluded that the terms of the plan
> not distinguish between compensation increments from different causes and that
:counting should not do so either. The Board also is not convinced that a meaning-
il breakdown of a change in compensation levels into its components is practical.

ifferent Accounting for Smaller Employers

M. The 1983 FASB Discussion Memorandum, Employers’ Accounting for Pen-
ons and Other Postemploymen: Benefits, raised the question of whether certain
naller employers should have pension accounting requirements different from
1ose for larger companies.

)5. Some respondents argued that different requirements were needed because the
>sts of obtaining information are relatively more burdensome for smaller employ-
s and because there is less benefit from improved accounting for those employers.
1 their view, the needs and interests of users of smaller employers’ financial state-
ients, especially those of employers that are not publicly held, are different from
1e needs and interests of users of public companies’ financial statements.

)6. The Board also considered arguments that certain defined benefit plans of
nall employers are substantively different from those of larger employers. In this
iew the smaller employer’s plan is primarily 2 means of sheltering the income of key
nployees or manager-owners from taxation, and as a result, the nature of the obli-
ation is different.

Wmmmvcmmanmmmt.mﬂmmm.Muﬂ
icreases are those that an individual employee will receive as that employee progresses through a
wreer and that are theoretically based on the employee’s ability to perform at a more competent or
sponsible level as the individual becomes older and accumulates more experience. The second com-
onent is labor's share of productivity gains. The third component attempts (o anticipate general
smpensation increases that result from inflation.
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207. The Board concluded that the measurement of net periodic pension cost and
the recognition of net pension liabilities or assets should not differ for smaller or
nonpublic employers. Evidence from users of the financial statements of smaller
employers (in particular, bankers) does not provide support for a different
approach. In the Board’s view, the existence of a separate set of measurement
requirements or a range of alternatives for certain employers would probably not
improve the cost-benefit relationship but would add complexity and reduce the com-
parability and usefulness of financial statements.

208. The Exposure Draft proposed to allow certain smaller and nonpublic employ-
ers to elect an alternative set of disclosure requirements less extensive than those pro-
posed for other employers. Because changes to reduce the extent of required
disclosure for all employers eliminated most of the items that would not have been
required of smaller employers, the Board concluded that the same r=quirements
should apply to all employers.

209. Some respondents argued that smaller employers would have a more difficult
time than other employers with the initial application of this Statement, in part
because advisors involved with pension accounting may put a higher priority on the
needs of larger employers. The Board agreed that the transition provisions of this
Statement, which allow an extra two vears before application is required for certain
smaller employers, would be a practical and appropriate means of facilitating its
adoption by those employers.

Different Accounting for Certain Industries

210. Some respondents argued that accounting requirements should be different for
employers subject to certain types of regulation (rate-regulated enterprises) or for
employers that have certain types of government contracts for which reimbursement
is a function of costs incurred. In both of those cases it was noted that a change in
reported net periodic pension cost might have a direct effect on the revenues of the
employer (lower cost would result in reduced revenues), or conversely, that increases
in reported net periodic pension cost would not be recoverable. The Board under-
stands the practical concerns of those respondents, but it concluded that the cost of a
particular pension benefit is not changed by the circumstances described and that
this Statement should include no special provisions relating to such employers. For
rate-regulated enterprises, FASB Statement No. 71, Accounting for the Effects of
Certain Types of Regulation, may require that the difference between net periodic
pension cost as defined in this Statement and amounts of pension cost considered for
rate-making purposes be recognized as an asset or a liability created by the actions of




the regulator. Those actions of the regulator change the timing of recognition of net
pension cost as an expense; they do not otherwise affect the requirements of this
Statement.

Disclosure
General Considerations

211. Decisions on disclosure requirements involve evaluating and balancing consid-
erations of relevance, reliability, and cost. Relevance and reliability are characteris-
tics that make information useful for making decisions and that make it beneficial to
require disclosure of some information. Benefits to users that are expected to result
from required disclosures must be compared with the costs of providing and assimi-
lating that information. Evaluating individual disclosures in relation to those criteria
is generally a matter of judgment. Cost, for example, is affected by several factors,
one of which is the fact that some employers have a large number of different plans
and some disclosures are more difficult than others to aggregate or summarize
meaningfully. Also, as the total amount of disclosure increases, the incremental cost
to both preparers and users of additional disclosure may be greater than the benefit
of the additional information.

212. Many respondents supported the basic idea that additional information about
defined benefit pension plans was needed by users of financial reports. Respondents
suggested a wide range of possible disclosures.

Specific Disclosure Requirements
Descriprive Information

213. Respondents generally favored disclosure of information about plan provi-
sions and employee groups. The Board concluded that a brief description of the plan
and the type of benefit formula could assist users in understanding the financial
statements, particularly in view of the fact that the measurement of net periodic pen-
sion cost is based on the benefit formula. Respondents and the Board agreed that
financial statements should continue to disclose the nature and effects of significant
changes in the factors affecting the computation of the net pension liability (or asset)
and net periodic pension cost recognized in the financial statements and other signif-
icant or unusual matters necessary to an understanding of the impact of the plan on
the employer’s financial position and results of operations.
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214. Respondents also favored disclosure of the funding policy. They noted that the
disclosure required by Opinion 8 and Statement 36 had been helpful in understand-
ing differences between funding a pension plan and accounting for it. Information
that highlights changes in funding policies also can be useful in predicting future cash
flows.

Pension Cost Information

215. Most respondents indicated that the disclosure of net periodic pension cost has
been useful and favored continuing that disclosure requirement. The Board con-
curred and also decided to require disclosure of the components of net periodic pen-
sion cost. Some respondents argued that it is important to separate return on assets
from the other components because they consider that return to be the result of the
employer’s financing decisions and not really a part of pension cost. The Board also
believes that disclosure of the components will, over time, increase the general
understanding of the narture of net periodic pension cost, the reasons for changes in
that cost, and the relationship of financing activities and employee compensation
cost.

216. The Exposure Draft proposed to require disclosure of both the expected return
on assets (as a component of net periodic pension cost) and the actual return on
assets (as part of a disclosure of changes in the fair value of plan assets). Respon-
dents suggested that disclosure of two different measures of return on assets would
be confusing. The Board agreed and concluded that, of the two, the actual return
was more relevant and important.

Information about Obligations and Assets

217. Disclosure of information about the funded status of the plan was favored by
most respondents who addressed that issue. The Board concluded that disclosure of
certain components of the pension benefit obligation should be required. The Board
believes that disclosure of that information is important to an understanding of the
economics of the employer’s pension plan. For example, disclosure of vested benefits
provides important information about the firmness of the obligation (vested bene-
fits are less avoidable than nonvested benefits). In addition, vested benefits may be a
reasonable surrogate for a plan termination liability. The Board believes that this
information is not particularly difficult or costly to obtain.

218. The Board concluded that users should also be provided general information
about the major types of plan assets (and nonbenefit liabilities, if any) and the actual
amount of return on plan assets for the period. Management has a stewardship



responsibility for efficient use of plan assets just as it does for operating assets. The
Board believes that disclosure of that information will be useful in assessing the prof-
itability of investment policies and the degree of risk assumed.

219. The Board believes that a reconciliztion of the amounts included in the
employer’s statement of financial position to the funded status of the plan’s pro-
Jected benefit obligation is essential to understanding the relationship between the
accounting and the funded status of the plan. The Board acknowledges that the
amount recognized in the financial statements as a net pension liability or asset under
this Statement does not fully reflect the underlying funded status of the plan.

Information about Assumptions

220. Respondents addressing the question generally favored disclosure of the
weighted-average assumed discount rate. They noted that the discount rate is a sig-
nificant assumption that materially affects the computation of the pension benefit
information and the comparability of that information among employers. Respon-
dents were divided on whether other assumptions should be disclosed. Some
opposed disclosing other assumptions on the basis that additional information
would not be understood by most users. Others suggested that for employers with
numerous plans, certain of the disclosures (such as turnover and mortality) would be
complex and difficult to aggregate or’summarize.

221. The Board agreed that information about certain assumptions is useful and
this Statement requires disclosure of the assumed weighted-average discount rate
and rate of compensation increase. It noted that those two assumptions have the
most significant impact on the amounts of net periodic pension cost and the pro-
jected benefit obligation and that those two assumptions are related. It also noted
that their effect on reported amounts is relatively easy to understand. The Board
concluded that information about those two assumptions is essential if users are to
be able to make meaningful comparisons among employers using different assump-
tions. For the same reasons, when the Board decided to allow the use of an expected
long-term rate of return on plan assets different from the discount rate, it concluded
that disclosure of that assumption should be required.

222. Some respondents opposed disclosure of assumed future compensation levels
because providing that information to employees could affect labor negotiations.
The Board concluded that the information is likely to be available to labor negotia-
tors from other sources and that the usefulness of the information to financial state-
ment users justifies its disclosure.
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Suggested Disclosures

223. The Exposure Draft would have required the following disclosures in addition
to those noted in the preceding paragraphs:

a. The ratio of net periodic pension cost to covered payroll

b. The separate amounts of amortization of unrecognized prior service and amorti-
zation of unrecognized net gain or loss

¢. Information about the cash flows of the plan separately showing employer cun-
tributions, other contributions, and benefits paid during the period

d. The amounts of plan assets classified by major asset category

e. The amounts of the vested benefit obligation owed to retirees and 1o others

f. The change in the projected benefit obligation that would result from a one-
percentage-point change in (1) the assumed discount rate and (2) the assumed rate
of compensation increase

g. The change in the service cost and interest cost components of net periodic pen-
sion cost that would result from a one-percentage-point change in (1) the assumed
discount rate and (2) the assumed rate of compensation increase.

224. Those disclosures had been suggested by respondents to previous documents
issued as part of this project and the Board had concluded in the Exposure Draft
that they would provide useful information and would not be unduly costly to pro-
vide. However, many respondents to the Exposure Draft commented that the vol-
ume of the proposed disclosures was too great. The Board agreed and concluded
that the disclosures described in the preceding paragraph should not be required.
The Board believes those disclosures are relatively less useful or (in the cas= of the
last two items listed) relatively more costly than the disclosures required by this State-
ment. The Board also believes it would be appropriate for employers to consider dis-
closing those items if they decide to disclose more information about pension plans
than the minimum required by this Statement, for example, because their plans are
large relative to their overall operations.

225. The Board also considered an approach that would have allowed reduced dis-
closures for employers with defined benefit plans not large enough in the aggregate
to qualify as a segment of the business under FASB Statement No. 14, Financial
Reporting for Segments of a Business Enterprise. The Board concluded that that
approach would not be cost effective, in part because of the difficulty of defining
how the provisions of Statement 14 should be applied to pension plans.




Mther Disclosures Considered

26. Other disclosures noted in the following paragraphs were suggested by respon-
ents and considered by the Board. The Board concluded that those suggested dis-
losures are less important than the disclosures discussed previously and should not
e required because, in the Board’s judgment, there is not sufficient evidence that the
sefulness of that information is great enough to justify the costs involved.

27. Some respondents favored disclosing estimates of future contributions. They
1ggested that the information would be relevant to assessing near-term cash flows
nd would provide more timely information about changes in funding policy. That
:quirement was opposed by others who believed that presentation of forecasts of
1ture funds flows should not be required for any specific activity. Opponents also
iggested that the information would be too costly to produce if done properly and
1at it implies greater certainty than exists. Similar views were expressed for and
gainst disclosure of estimates of future net periodic pension cost.

28. Disclosure of demographic information about the employee population was
ivocated by several respondents. They suggested that a limited amount of demo-
-aphic information could be provided at minimal cost and would be useful. For
<ample, disclosure of the number of covered employees, the number of retirees,
1d the average age of active employees might contribute to understanding the pen-
on situation. Opponents suggested that those disclosures are outside the scope of
nancial reporting.

29. Others suggested disclosing the obligation for pension benefits that would be
sed in determining the PBGC or termination liability. The Board concluded that
uch information could be costly to determine if done properly and might not be
ubstantially different from other disclosed information (vested and accumulated
enefit obligations).

30. Information about the plan’s actuary was suggested as another possible disclo-
ure. Recommendations were to provide the name and professional qualifications of
1¢ actuary and comments of the actuary about any anticipated changes in plan costs
r contribution rates. The Board concluded that such information is outside the
:ope of financial reporting.

imeliness of Information

31. The 1983 Discussion Memorandum raised the ‘question of whether the
ccounting measurements of pension obligations and plan assets should be as of the
ate of the financial statements or as of an earlier date. Measuring pension assets as
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of the date of the financial statements does not present very significant or unusual
problems; the issue relates primarily to the measures of the pension obligations.

232. Although many respondents preferred that the Board allow measurements as
of a date earlier than the date of the financial statements, most of the arguments
raised related to a perceived requirement to have an actuarial valuation performed
after that date and completed before financial statements are issued. The Board con-
cluded that it should be feasible in most situations to provide information as of the
date of financial statements based on a valuation performed at an earlier date with
adjustments for relevant subsequent events (especially employee service) after that
date. The Board noted that a number of employers have used that approach to pro-
vide information previously required. The Board also believes that the benefits of
having the information on a timely basis and consistent with other financial infor-
mation provided would usually outweigh the incremental costs involved. However,
the Board acknowledges that practical problems may make it costly in some situa-
tions to obtain information, especially that concerning obligations and related com-
ponents of net periodic pension cost, as of the date of the financial statements.
Accordingly, the Board concluded that the information required by this Statement
should be as of a date not earlier than three months before the date of the financial
statements. The Board also noted that ARB No. 51, Consolidated Financial State-
ments, allows consolidation of a subsidiary with an annual fiscal period ending not
more than about three months earlier than the parent’s.

233. The Board also considered respondents’ requests for clarification of how 10
apply the provisions of the Exposure Draft to quarterly reports and comments on
the practical difficulty of basing current period net pension cost on assumptions
related to the current period. The Board concluded that the provisions of paragraphs
52 and 53 of this Statement are practical and responsive tc those concerns.

Other Situations and Types of Plans
Contracts with Insurance Companies

234. The Board concluded that some contracts with insurance companies are in sub-
stance forms of investments and that the use of those funding arrangements should
not affect the accounting principles for determining an employar's net periodic pen-
sion cost. Some respondenis who agreed with that conclusion were concerned that
fair value of those investments would be difficult or impossible to determine. They
suggested that contract value be used instead of fair value. The Board concluded that
fair value should be the measurement basis for all types of investments but agreed
that for some contracts the best available estimate of fair value might be contract
value.




235S. TheBoardrecosnizedthazsomeconMWﬁhmmrmcccommiesmin
substance more than investment vehicles. Most respondents noted that some insur-
ance contracts (for example, nonparticipating annuities) effectively transfer the pri-
mary obligation for payment of benefits from the employer to the insurance
company. They argued that, in those circumstances, the premium paid is an appro-
priate measure of pension cost. The Board agreed that the purchase of nonpartici-
pating annuities is in substance more like a settlement of the pension obligation than
like an investment.

236. Under some annuity contracts, the purchaser (either the plan or the employer)
acquirs&:cﬁghtwparﬁdpueinmeinvmtpafmormofmc
insurance company (participating annuities). Under those contracts, if the insurance
-ompany has favorable experience, the purchaser receives dividends. Participating
innuities have some characteristics of an investment. However, the employer is as
ﬁlﬂymﬁwedof“thcobﬁnﬁonaswithanonparﬁdpaﬁngmnuitx and a separate
muarialcompuuﬁonordhnrﬂywmndnotbepuformed.mﬁouﬂmnduded
hm.cxuptasmdiatedinmefoﬂmpmph,hwouldbeappmprhuwMI
1parddpa&ngannuiryconmrhemmeasanonparddpaﬁngmmﬂtycmm and
0 exclude the benefits covered from measures of the obligation.

237. The Board was concerned, however, that a contract could be structured in such
t way that the premium would be materially in excess of the cost of nonparticipating
wnnuities because of the expectation of future dividends. If the full amount of the
yremium were recognized as periodic cost in the year paid and dividends were recog-
uized as reductions of cost when received, the resulting measures of net periodic pen-
ion cost would be unrelated to benefits earned by employees. If the employer had
he ability to influence the timing of dividends, it would then be possible to shift cost
mong periods without regard to underlying economic events. The Board concluded
hat part of a participating contract is in substance an investment that should be rec-
'gnized as an asset.

38. The Board believes that measurement of the participation right asset in periods
ibsequent to its acquisition should be, consistent with the measurement of other
ssets, at fair value to the extent that fair value can be reasonably determined. The
-oard understands, however, that some participating annuity contracts may not pro-
ide a basis for an estimate of fair value better than that provided by amortized cost
nd concluded that in that situation amortized cost should be used. That conclusion

not intended to permit use of amortized cost if that amount is in excess of net real-
able value,
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239. The Exposure Draft would have treated annuity contracts purchased from an -

insurance company affiliated with the employer as investments (that is, it would
have included such contracts and covered benefits in plan assets and the accumu-
lated benefit obligation). Respondents argued that information needed to treat such
contracts as investments, including the actuarial present value of the obligations cov-
ered by the contract, would be neither available nor cost beneficial. The Board
agreed and this Statement requires only contracts purchased from a captive insur-
ance subsidiary to be treated as investments. Because an employer remains indirectly
at risk if annuities are purchased from an affiliate, however, the Board concluded
that disclosure of the approximate amount of annual benefits covered by such con-
tracts should be required.

Defined Contribution Plans

240. Most respondents supported the past accounting and disclosure requirements
for defined contribution plans, and the Board concluded that no significant changes
to those requirements were needed. The Board believes that in most cases the for-
mula in a defined contribution plan unambiguously assigns contributions to periods
of employee service. Accordingly, the employer’s present obligation under the terms
of the plan is fully satisfied when the contribution for the period is made, subject to
the constraint that costs (defined contributions) should not be deferred and recog-
nized in periods after the termination of service of the individual to whose account
the contributions are to be made. Most of the questions that have been referred to
the Board about defined contribution plans have dealt with the definition of those
plans and how to treat plans that have some of the attributes of both defined benefit
and defined contribution plans. The definition of a defined contribution plan in this
Statement is similar to the definitions presently established by the Internal Revenue
Code and ERISA.

241. The Board also concluded that defined contribution plans are sufficiently dif-
ferent from defined benefit plans that disciosures about them should not be com-
bined. Opinion 8 did not specifically address combining disclosures, and practice has
varied as some employers disclosed, for example, net periodic pension cost as a
single amount including both types of plans.

Multiemployer Plans
242. The 1983 Discussion Memorandum raised the issue of whether an employer
participating in a multiemployer pension plan that provides defined benefits should

recognize cost or obligations other than those defined by contributions. Respon-
dents’ comments indicated substantial uncertainty as to the legal status of employ-
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obligations to multiemployer plans. Some noted that the obligation to a
tiemployer plan can be changed by events affecting other participating employ-
ind their employees. Respondents also expressed concern about the availability
1formation sufficiently reliable for accounting recognition.

Based on respondents’ comments, the Board concluded that it was not appro-
te to require changes in the accounting for multiemployer plans as part of this
e¢ment. Many respondents also emphasized the substantive differences between a
uemployer plan and a single-employer plan. The Board concluded that those dif-
nces are such that separating disclosure for the two types of plans will enhance
understandability and usefulness of the information.

The Exposure Draft would have required certain disclosures intended to pro-
information about the extent of involvement with multiemployer plans, includ-
available information about the withdrawal liability. Many respondents argued
the withdrawal liability is a contingent liability, which suggests that it should be
losed. Other respondents, however, argued that information about the with-
val Liability would be difficuit and expensive to obtain, would be unreliable and,
1e extent readily available, out of date, and would be of limited value except in
s in which withdrawal was expected to occur under circumstances that would
ser the liability. The Board agreed and the proposed requirements are not
ided in this Statement. Instead, the Board concluded that the provisions of
ement 5 should determine when withdrawal liabilities are recognized or dis-
ed.

Several respondents to the Exposure Draft argued that some plans involve
¢ than one employer, are in substance multiemployer plans because the assets
10t be attributed to particular employers, and do not involve unions. The Board
zluded that it should modify the proposed definition of multiemployer plans to
ide those plans.

The 1983 Discussion Memorandum also inquired about other multiple-
loyer plans not classified as multiemployer plans under ERISA. The few that
onded to that issue indicated that those plans are in substance more like single-
loyer plans than like multiemployer plans. Accordingly, the definition of multi-
loyer plans in this Statement is similar to that in ERISA as amended by the
tiemployer Pension Plan Amendments Act of 1980.

-
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Non-U.S. Pension Plans

247. Respondents’ reactions to accounting issues concerning pension arrangements
outside the United States (foreign plans) varied. Almost equal numbers of respon-
dents supported and opposed special accounting provisions for those plans. Those
supporting the position that special provisions should be required for foreign plans
argued that either (a) the nature of the arrangement or the substance of the obliga-
tion is sufficiently different from that of plans in the United States to preclude simi-
lar treatment or (b) circumstances in other countries make it impractical or
impossible to implement similar accounting principles.

248. The Board concluded that the substance of the arrangement and the nature of
the employer’s obligation should determine the appropriate accounting. For foreign
plans that are in substance similar to plans in the United States, the Board was not
convinced that application of the basic requirements of this Statement would be
impractical. The Board is not aware of significant problems arising from the applica-
tion of prior requirements to foreign plans, and those requirements were based on
actuarial calculations and the same assumptions needed to apply this Statement.

249. The Board was convinced, however, that practical problems could arise in com-
municating the requirements and obtaining the information necessary for initial
application of this Statement to plans outside the U.S. The Board concluded that

. allowing an extra two years before application is required would give employers time

to make necessary arrangements in an orderly manner and would reduce the cost of
transition.

250. Some respondents also argued that combined disclosures for U.S. plans and
for plans in other countries with very different economic conditions would be diffi-
cult to understand. The Board agreed and concluded that disclosures for such plans
should be presented separazely.

Business Combinations

251. The Board is aware of diversity in practice relating to recognition of pension-

related assets and liabilities in purchase business combinations. The Board has also .

been asked how the asset or liability, once recognized, should be subsequently
reduced.

252. This Statement requires that in a business combination accounted for as a pur-

chase under Opinion 16, the acquiring company should recognize a pension liability
(or asset) if the acquired company has a projected benefit obligation in excess of (or
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than) plan assets. It also requires that, if it is expected that the purchaser will
ucture the plan, the effects of restructuring should be considered in valuing the
ected benefit obligation. The Board concluded that those requirements are con-
nt with purchase accounting as defined by Opinion 16, which specifies a new
7 of accounting reflecting bargained (fair) value of assets acquired and liabilities
med whether or not previously reflected in the financial statements. The Board
ves that the unfunded or overfunded projected benefit obligation defined by
Statement is a more appropriate measure of the net pension obligation or asset

the measure required by Opinion 16 in view of the other conclusions in this
'ment. The Board also noted that Opinion 16 was predicated on pension
unting that involved aiternative methods. One result of the accounting required
lis Statement is that the effects of plan amendments and gains and losses of the
ired company’s plan that occurred before the acquisition are not a part of future
reriodic pension cost of the acquirer.

The Board also decided to avoid possible ambiguity and furure diversity in
ice by clarifying how Opinion 16 should apply to a multiemployer plan situa-
The Exposure Draft would have required recognition of a withdrawal liability
1 the employer is acquired in a business combination accounted for as a pur-
:. Based on respondents’ comments, however, the Board concluded that no rec-
ion of withdrawal liabilities should be required unless withdrawal under

itions that would result in a liability is probable. The Board was led to that con-

n by doubts about the reliability of the measure of the liability in other circum-
es. The Board was not convinced that there is an obligation for future
ibutions to a multiemployer plan or that an estimated withdrawal liability
d provide useful information about such an obligation, absent a probable with-
al.

sition and Effective Dates

In Preliminary Views the Board concluded that transition was essentially a
ical question and that providing a choice between two specified transition
ods (prospective and retroactive) was appropriate. However, the choice of
ods was not supported by most respondents principally due to the lack of com-
ility that would result. Required application of a retroactive approach also had
ippeal among respondents because of the practical problems for some employ-
n particular, a retroactive determination of the balance of the pension benefit
ion as of a past date would often require a new actuarial valuation as of that
Many argued that such an approach would have been costly and might have
impracticable in some cases because relevant data no longer existed. Finally,
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many argued that a retroactive approach would have adverse consequences for some
employers because of the materiality of pension amounts and the wide range of prac-
tices used under Opinion 8.

255. The Exposure Draft would have required amortization of the unrecognized net
obligation or net asset on a declining basis over the service periods of employees
active at the date of transition. Respondents argued that a declining basis amortiza-
tion of that amount created year-to-year changes in net periodic pension cost that
would reflect only transition and that for some companies with short average
remaining service periods the transition would be unduly severe. The Board agreed
and decided that the amortization required by this Statement would mitigate those
concerns. That approach has the additional advantage that the transition will be
completed somewhat earlier than would have been the case under the approach pro-
posed in the Exposure Draft,

256. The Board continues to believe that transition is a practical matter and that a
major objective of transition is to minimize the cost and to mitigate the disruption
involved, to the extent that is possible without unduly compromising the objective of
enhancing the ability of financial statements to provide useful information. The
transition problem in this Statement is different from some others in several respects,
The unrecognized net obligation or net asset described in paragraph 77 is \he net
total of several components: (a) unrecognized costs of past retroactive plan amend-
ments, (b) unrecognized net gain or loss from previous periods, and (c) the cumula-
tive effect of past use of accounting principles different from those in this Statement.
If those components could be treated separately, it would be consistent with other
provisions of this Statement to treat the last component as the effect of an account-
ing change (and to recognize it when this Statement is first applied), but prospective
accounting (or delayed recognition) of the first two components is continued by this
Statement. As a practical matter, the Board is convinced that it is ef fectively impossi-
ble, at least in many cases, to identify those components separately. Accordingly, the
Board concluded that the single method of transition required by this Statement
should be used.

257. Some respondents suggested that unrecognized amounts existing at transition
should continue to be amortized using past methodologies. The Board noted that
such a transition approach would result in delaying recognition of significant
amounts for as much as 30 years and concluded that a less-extended transition was
practical and preferable.

258. The Board also considered respondents’ requests to clarify the appropriate pro-
cedures for transition to this Statement in other than the first interim period of a fis-
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cal year. The Board agreed to do so and concluded that requiring restatement of
previous interim periods would be appropriate and consistent with existing guidance
in other areas.

259. The Board decided to allow more than the normal time between issuance of
this Statement and its required application to give time for employers and their advi-
sors to assimilate the requirements and to obtain the information required. The
Board believes that a one-year delay is adequate for those purposes.

legal contracts. As noted previously, the Board also decided to allow an additional
two years before employers are required to apply the provisions of this Statement to
plans outside the U.S. and before certain smaller employers are required 1o apply
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Appendix B

LLUSTRATIONS

%61. This appendix contains illustrations of the following requirements of this
slatement:

.. Delayed recognition and reconciliation of funded status

!. Transition

i. Amortization of unrecognized prior service cost

. Accounting for gain or loss and timing of measurements

. Recognition of pension liabilities, including minimum liability
». Disclosure

. Accounting for a business combination

llustration 1—Delayed Recognition and Reconciliation of Funded Status

This Statement provides for delayed recognition of the effects of a number of
ypes of events that change the measures of the projected benefit obligation and the
air value of plan assets. Those events include retroactive plan amendments and
ains and losses. Gains and losses as defined in this Statement include the effects of
hanges in assumptions.

This Statement also requires disclosure of a reconciliation of the funded status of
. plan to the net pension liability or asset recognized in the employers’ financial
tatements. This illustration shows how that reconciliation provides information
Jbout items that have not been recognized due to delayed recognition. The illustra-
ion starts with an assumed funded status at the date of initial application of this
natement and shows how a series of events that change the obligation or the plan
ssets are reflected in the reconciliation. (Throughout this illustration the fair value
f plan assets exceeds the accumnulated benefit obligation and, therefore, no recogni-
ion of an additional minimum liability is required.)
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Case 1—Company T at Transition

The reconciliation as of the date of initial applicaiion of this Statement is as fol-
lows:

Projected benefit obligation $ (10,000)
Plan assets a1 fair value 6,500
Funded status (3,500)
Unrecognized net (gain) or loss 0
Unrecognized prior service cost 0
Unrecognized net obligation or (net asset) at date of

initial application 3,500
(Accrued)/prepaid pension cost b3 0

The unrecognized net gain or loss and the unrecognized prior service cost are both
initially zero by definition. The unrecognized net obligation or asset at transition is
defined in paragraph 77 as the difference between the funded status and the accrued
or prepaid pension cost already recognized. If, as in this case, the past contributions
were equal to amounts recognized as net pension cost in past periods, there is no rec-
ognized accrued or prepaid pension cost in the statement of financial position and,
therefore, the unrecognized net obligation or asset at transition is equal to the
funded status.

Case 2—Past Contribnrions Lower by $400

If Company T had not made a contribution of $400 for the last year before the
date of initial application but had recognized the same net periodic pension cost as in
Case |, the situation would be as follows:

Projected benefit obligation $ (10,000)
Plan assets at fair value 6,100
Funded status (3,900)
Unrecognized net (gain) or loss 0
Unrecognized prior service cost 0
Unrecognized net obligation or (net asset) at date of

initial application 3.500
(Accrued)/prepaid pension cost S (400

The unrecognized net obligation at transition is unchanged. It is the amount of the
projected benefit obligation not yet recognized in net periodic pension cost and is not
directly affected by funding decisions.
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Case 3—Past Contributions Greater by $800

If, instead, the employer had made a contribution in excess of net periodic pen-
sion cost of $800, but the company had recognized the same net periodic pension
cost as in Case 1, the reconciliation would be as follows:

Projected benefit obligation $ (10,000) J
Plan assets at fair value 7,300 FE
Funded status (2,700) i
Unrecognized net (gain) or loss 0 i
Unrecognized prior service cost 0
Unrecognized net obligation or (net asset) at date of

initial application 3,500
(Accrued)/prepaid pension cost $§ 800

After Initial Application

At any date after initial application, any change in the projected benefit obligation
or the plan assets (other than contributions and benefit payments) either is unrecog-
nized or has been included in net pension cost for some period. Contributions
decrease the accrued pension cost or increase the prepaid pension cost, and benefit
payments reduce the obligation and the plan assets equally. Thus, all changes in
cither the obligation or the assets are reflected in the reconciliation. Using Case 1
above as the starting point, the following reconciliations illustrate the effect of vari-
ous events that change either the projected benefit obligation or the plan assets.

Case 4—Fair Value of Assets Increases by $400
Before After

Projected benefit obligation $ (10,000) $ (10,000)
Plan assets at fair value 6,500 6,900
Funded status (3,500) (3,100)
Unrecognized net (gain) or loss 0 (400)
Unrecognized prior service cost 0 0
Unrecognized net obligation or (net asset) at date of

initial application 3,500 3,500
(Accrued)/prepaid pension cost $ 0 $ 0
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Case 5—Increase in Discount Rate Reduces Obligation by $900

Projected benefit obligation

Plan assets at fair value

Funded status

Unrecognized net (gain) or loss

Unrecognized prior service cost

Unrecognized net obligation or (net asset) at date of
initial application

(Accrued)/prepaid pension cost

Case 6—Plan Amendment Increases the Obligation by $1,500

Projected benefit obligation

Plan assets at fair value

Funded status

Unrecognized net (gain) or loss

Unrecognized prior service cost

Unrecognized net obligation or (ret asset) at date of
initial application

(Accrued)/prepaid pension cost

Before After
$ (10,000) $ (9,100)
_ 6,500 6,500
(3,500) (2,600)
0 (900)
0 <
3,500 3,500
S= 0 S 0
Before After
$ (10,000) $ (11,500)
6,500 6,500
(3,500) (5,000)
0 0
0 1,500
3,500 3,500
S 0 S 0




ie 7—Employer Accrues Net Pension Cost

t pension cost includes:

Service cost

Interest cost

Amortization of initial unrecognized net obligation
Return on assets

contribution is made.

rjected benefit obligation

n assets at fair value

1ded status

recognized net (gain) or loss

-ecognized prior service cost

-ecognized net obligation or (net asset) at date of
tial application

crued)/prepaid pension cost

Before

§ 600
1,000
233
(650)

$1,183

After

$ (10,0000  $ (11,600)
6,500 7,150

(3,500) (4,450)

0 0

0 0

3,500 3,267

3 0 $ (1,183)
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Dlustration 2—Transition
Case 1

As of December 31, 1985, the projected benefit obligation and plan assets of a
noncontributory defined benefit plan sponsored by Company A were:

Projected benefit obligation $ (1,500,000)
Plan assets at fair value 1,200,000

Initial unfunded obligation $ _ (300,000)

Company A elected to apply the provisions of this Statement for its financial
statements for the year ending December 31, 1986. At December 31, 1985, no pre-
paid or accrued pension cost had been recognized in Company A’s statement of
financial position (that is, all amounts accrued as net periodic pension cost had been
contributed to the plan). The average remaining service period of active plan partici-
pants expected to receive benefits was estimated to be 16 years at the date of transi-
ton. In this situation the initial unrecognized net obligation (and loss or cost) of
$300,000 is to be amortized (recognized as a component of net periodic pension cost)
on a straight-line basis over the average remaining service period of 16 years (para-
graph 77) as follows:

Beginning- End-
Year of-Year Balance Amortization® of-Year Balance
1986 300,000 18,750 281,250
1987 281,250 18,750 262,500
1988 - 262,500 18,750 243,750
1989 243,750 18,750 225,000
1990 225,000 18,750 206,250
1991 206,250 18,750 187,500
1992 187,500 18,750 168,750
1993 168,750 18,750 150,000
1994 150,000 18,750 131,250
1995 131,250 18,750 112,500
1996 112,300 18,750 93,750
1997 93,750 18,750 75,000
1998 75,000 18,750 56,250
1999 56,250 18,750 37,500
2000 37,500 18,750 18,750
2001 18,750 18,750 0

4300,000/16 = 18,750.
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ase 2

As of December 31, 1985, the projected benefit obligation and plan assets of a

oncontributory defined benefit plan sponsored by Company B were: : q ;
¢!
Projected benefit obligation $ (1,400,000)
Plan assets at fair value 1,600,000

Initial overfunded obligation $ 200,000

Company B elected to apply the provisions of this Statement for its financial state-
ients for the year ending December 31, 1986. In previous periods, Company B's
lan was deemed to be fully funded for tax purposes, and the company decided not
» make contributions that would not have been currently tax deductible. As a result,
»ntributions were less than net pension cost for those periods, and the company had
cognized unfunded accrued pension cost (a liability) of $150,000 at December 31,
185.

The unrecognized net asset at transition defined in paragraph 77 consists of
nounts previously charged to net pension cost in excess of the projected benefit
bligation. Amounts charged to net pension cost in past periods include amounts
»ntributed (plan assets) and amounts unfunded. In this case, at December 31, 1985
|0Se amounts were:

Plan assets in excess of obligation $ 200,000
Unfunded accrued pension cost 150,000
Unrecognized net asset $ 350,000

The average remaining service period of active plan participants expected to
ceive benefits was estimated to be 10 years at the date of transition. In this situa-
n, the initial unrecognized net asset of $350,000 may be amortized on a straight-
1e basis over either 10 years or 15 years (paragraph 77). That amortization will
sult in an annual credit to net periodic pension cost of either $35,000 or $23,333.
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Mlustration 3—Amortization of Unrecognized Prior Service Cost
Case 1—Assigning Equal Amounts to Future Years of Service
Determination of Expected Future Years of Service

The amortization of unrecognized prior service cost defined in paragraph 25 is
based on the expected future years of service of participants active at the date of the
amendment who are expected to receive benefits under the plan. Calculation of the
expected future years of service considers population decrements based on the
actuarial assumptions and is not weighted for benefits or compensation. Each
expected future service year is assigned an equal share of the initially determined
prior service cost. The portion of prior service cost to be recognized in each of the
future years is determined by the service years rendered in that year.

The following chart illustrates the calculation of the expected future years of ser-
vice for the defined benefit plan of Company E. At the date of the amendment (Jan-
uary 1, 1987), the company has 100 employees who are expected to receive benefits
under the plan. Five percent of that group (5 employees) are expected to leave (either
retire or quit) in each of the next 20 years. Employees hired after that date do not
affect the amortization. Initial estimates of expected future years of service related to
each amendment are subsequently adjusted only for a curtailment.




Determination of Expected Years of Service
Service Years Rendered in Each Year

Future Year

diiduls Sevdce¥ean 1 2 3 45 6§ 7 8 9 W N 2 B W B 6 0 B D ®
Al-AS 5 5

Bl1-BS 10 5 5

CI1-C5 15 5 5 5

DI1-Ds 20 5 5 5 5

El-ES 25 5 5 5 5 5

F1-F5 30 5 5 5 5 5 5

GI1-GS 35 5 5 5 5 5 S 5

HI-HS 40 5 5 5 5 5 5 5 5

11-15 45 5 5 5 5 5 s 5 5 3

J1-15 50 b 5 5 5 5 5 5 5 5 5

KI-KS 55 5 5 5 5 5 5 5 5 5 5 5

LI-L5 60 5 5 5 5 5 5 3 5 5 5 5 5

MI-MS5 65 5 5 5 ] 5 5 5 5 5 5 5 5 5

NI1-N5 70 5 5 5 5 5 5 5 5 5 5 5 5 5 5

01-05 75 5 5 5 S 5 5 5 5 5 5 5 5 5 5 5

PI1-P5 80 5 5 5 5 3 5 5 5 5 5 5 5 5 5 5 5

QI-Qs 85 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 1 5

RI-RS %0 5 5 5 5 5 5 5 5 | 5 5 5 5 5 5 5 5 5

S1-S5 95 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5
TI-TS JO 3. 5. 5 s 5. 5. 5. 85_8 8 s 3 5 5. 5.5 5 _3_3

1,050

Service Years Rendered 100 95 9% 8 80 75 70 65 60 S5 SO 45 40 35 30 25 20 15 10 5

lm9$90858075706560553045403530252015IOS

Amortization Fraction

1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050 1,050
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Amortization of Unrecognized Prior Service Cost

On Januar'y 1, 1987, Company E granted retroactive credit for prior service pur-
suant 0 a plan amendment. This amendment generated unrecognized prior service
cost of $750,000. The amortization of the unrecognized prior service cost resulting
from the plan amendment is based on the expected future years of service of active
participants as discussed in the previous paragraph.

Amortization of Unrecognized Prior Service Cost

Beginning- Amortization End-
Year of-Year Balance Rate Amortization of-Year Balance
1987 750,000 100/1050 71,429 678,571
1988 678,571 95/1050 67,857 610,714
1989 610,714 90/1050 64,286 546,428
1990 546,428 85/1050 60,714 485,714
1991 485,714 80/1050 57,143 428,571
1992 428,571 75/1050 53,571 375,000
1993 375,000 70/1050 50,000 325,000
1994 325,000 65/1050 46,429 278,571
1995 278,571 60/1050 42,857 235,714
1996 235,714 55/1050 39,286 196,428
1997 196,428 50/1050 35,714 160,714
1998 160,714 45/1050 32,143 128,571
1999 128,571 4071050 28,571 100,000
2000 100,000 35/1050 25,000 75,000
2001 75,000 30/1050 21,429 53,571
2002 53,571 25/1050 17,857 35,714
2003 35,714 20/1050 14,286 21,428
2004 21,428 15/1050 10,714 10,714
2005 10,714 10/1050 7,143 3,571
2006 3,571 5/1050 3,571 0



-ase 2—Using Straight-Line Amortization over Average Remsining Service Period

determination of Expected Future Years of Service

ase ], aitamﬁveamarﬁza:ionappmachathurewmizelhem of retroactive
mmdnmumequicklymaybeomsiamﬂyuud(pananphm.Forcxmpie.a
Taight-line amortization ofthcmoverdwavmmmmmgsmicepqiod of
nplayeaexpeaedtoreedvebmefnsund:nhcphnisampmblc.

If Company E (Case 1) had elected to use straight-line amortization over the
;mmmmmofmpmwzommfma.m

iture service years/100 employees = 10.5 years), the amortization would have been
i follows:

Amortization of Unrecognized Prior Service Cost

Beginning- End-
ear of-Year Balance Amortization® of-Year Balance
87 750,000 71,429 678,571
%88 678,571 71,429 607,142
89 607,142 71,429 535,713
90 535,713 71,429 464,284
91 464,284 71,429 392,855
92 392,855 71,429 321,426
93 321,426 71,429 249,997
94 249,997 71,429 178,568
95 178,568 71,429 107,139
9% 107,139 71,429 35,710
97 35,710 35,710 0

0,000/10.5 = 71,429.




Ilustration 4—Accounting for Gains and Losses and Timing of Measurements

The following shows the funded status of Company I's pension plan at December 31, 1986 and its assumptions and
expected components of net periodic pension cost for the following year (all amounts are in thousands):

DECEMBER 1986—INITIAL SITUATION

Assumplions:

Discount rate 10.00%

Expected long-term rate of return on plan assets 10.00%

Average remaining service 10 years

Actual For Projected
12/31/86 1987 12/31/87
Projected benefit obligation $ (1,000) $ (1,060)
Plan assets at fair value 800 880
Funded status (200) (180)
Unrecognized net obligation existing at
January 1, 1987 200 180

Unrecognized prior service cost 0 0
Unrecognized net (gain) or loss 0 0
(Accrued)/prepaid 3 0 $ 0
Service cost component $ 60°
Interest cost component 100
Expected return on assets (80)




Unrecognized net obligation existing at

January 1, 1987 20
Unrecognized prior service cost 0
Unrecognized net (gain) or loss 0

Net cost $ 100
Contribution $ 100
Benefits paid $ 100

Company I elected to apply the provisions of this Statement as of January 1, 1987 rather than as of an earlier date. Also,
the company elected to measure pension-related amounts as of year-end. Alternatively, the company could have chosen to
make the measurements as of another date not earlier than September 30. (Throughout this illustration it is assumed that the
fair value of plan assets exceeds the accumulated benefit obligation and, therefore, no recognition of an additional minimum
liability is required. For simplicity, all contributions and benefit payments are assumed to occur on the last day of the year.)

2 *Throughout this illustration the service cost component is assumed as an input rather than calculated as part of the illustration.
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8 1987—LIABILITY LOSS

When Company 1's plan assets and obligations were measured at December 31, 1987, the amount of the projected benefit
obligation was not equal to the expected amount. Because the discount rate had declined to 9 percent and for various other
reasons not specifically identified, the projected benefit obligation was higher than had been projected (a loss had occurred).
The results were as follows:

Assumptions:
Discount rate 10.00% 9.00%
Expected long-terin rate of return on plan assets 10.00% 10.00%
Average remaining service 10 years 10 years
Actual For Projected Actual For Projected
12/31/86 1987 12/31/87 12/31/87 1988 12/31/88
Projected benefit obligation $ (1,000) $(1,0600 $(1,200) $ (1,266)
Plan assets at fair value 800 880 880 968°
Funded status (200) (180) (320) (298)
Unrecognized net obligation existing at
January 1, 1987 200 180 180 160
Unrecognized prior service cost 0 0 0 0
Unrecognized net (gain) or loss 0 0 140 138
(Accrued)/prepaid S 0 $= 0 3 =0 $ 0
Service cost component $ 60 $ 12
Interest cost component 100 108
Expected return on assets (80) (88)
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Market-related value of assets S
Actual return on assets—(increase)/decrense
Amortization of:
Unrecognized net obligation existing at
January |, 1987
Unrecognized prior service cost
Unrecognized net (gain) or loss

Net cost

Contribution
Benefits paid

§ 880
(80)

|c&og

-5
L]

au”
88 I8

The 1987 financial statements will include the following disclosures:

Cost
Components
Service cost $ 60
Interest cost 100
Actual return on assets (80)
Net amortization and deferral 20°
Net cost $ 100

Reconciliation of
Funded Status

Projected benefit obligation
Plan assets at fair value

Funded status

Unrecognized net obligation existing at
January 1, 1987

Unrecognized prior service cost

Unrecognized net (gain) or loss

(Accrued)/prepaid

o8
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b(Actual projected benefit obligation at 12/31/87) + (service component) + (interest component) — (benefits paid).
©(Actual plan assets at 12/31/87) + (expected return on assets) + (contributions) — (benefits paid).

dparagraph 32 provides that net periodic pension cost may be based on unrecognized net gain or loss as of the beginning of the period. In the year of
transition (1987) the beginning balance of unrecognized net gain or loss is zero by definition. The minimum amortization of unrecognized net gain or

loss is calculated as follows:
1987 1988
Unrecognized net (gain) or loss at 1/1 $ 0 $ 140
Plus asset gain or less assef loss not yet in market-related value of assets at 1/1—

(fair value of plan assets) — (market-related value of plan assets) 0 0
Unrecognized net (gain) or loss subject to amortization 0 140
Corridor = 10% of the greater of projected benefit obligation or

market-related value of assets at 1/1 100 120
Unrecognized net (gain) or loss outside corridor 0 20

X |/average remaining service 0.10 0.10
Amorlization $ 0 2

“The “net amortization and deferral” consists of:
Amortization of unrecognized net obligation existing at January 1, 1987 $20
Amorlization of unrecognized prior service cost 0
Amortization of unrecognized net (gain) or loss 0
Asset gain/(loss) deferred _—
$20

"The (acorued)/prepaid is the amount included in the company's statement of financial position. If the accumulated benefit obligation had been
greater than the plan assets, an additional minimum liability would have been required and would have been shown as an additional item in this
reconciliation,

e y
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1988—ASSET GAIN

When Company I's plan assets and obligations were measured at December 31, 1988, the amount of plan assets was not
equal to the expected amount because of market performance better than the expected or assumed 10 percent. The results

were as follows:

Assumptions:
Discount rate

Expected long-term rate of return on plan assets

Average remaining service

Projected benefit obligation
Plan assets at fair value

Funded status

Unrecognized net obligation existing at
January 1, 1987

Unrecognized prior service cost

Unrecognized net (gain) or loss

(Accrued)/prepaid

Service cost component
Interest cost component
Expected return on assets

9.00% 9.00%
10.00% 10.00%
10 years 10 years
Actual For Projected Actual For Projected
12/31/87 1988 12/31/88 12/31/88 1989 12/31/89
$ (1,200) $ (1,266) 3 (1,266) $ (1,345)
880 968 1,068 1,167
(320) (298) (198) (178)
|
180 160 160 140
0 0 0 0
140 138 38 38
b 0 3 0 $ 0 $ 0
$ 2 $ 76
108 114.
(88) (99)8
=N



Market-related value of assets $ 880 $ 9ggh
Actual return on assets—(increase)/decrease (80) (188)
Amortization of:

Unrecognized net obligation existing at

January 1, 1987 20
Unrecognized prior service cost 0 0
Unrecognized net (gain) or loss 2 o

Net cost $114 $111
Contribution $114 $11
Benefits paid $114 $111

The 1988 financial statements will include the following disclosures:

Cost Reconciliation of
Components Funied Status

Service cost $ 12 Projected benefit obligation $ (1,266)

Interest cost 108 Plan assets at fair value 1,068

Actual return on assets (188)

Ne: amortization and deferral 122 Funded status (198)

Net cost $ 114 Unrecognized net obligation existing at

s January 1, 1987 160

Unrecognized prior service cost 0
Unrecognized net (gain) or loss 38
(Accrued)/prepaid $ 0




$ 880 $ 9sgh

rase)/decrease (80) (188)
existing at
20
ost 0 0_
0SS 2i o
$114 $111
$114 $111
$114 $111
s will include the following disclosures:
Reconciliation of
s Funied Status
$ 12 Projected benefit obligation $ (1,266)
108 Plan assets at fair value 1,068
(188)
122 Funded status (198)
$ 114 Unrecognized net obligation existing at
= January 1, 1987 160
Unrecognized prior service cost 0
Unrecognized net (gain) or loss 38

(Accrued)/prepaid ) 0




8Expected return on plan assets = (expected long-term rate of return on plan assets) x (market-related value of plan assets). If contributions
occurred other than at the end of the year, market-related value would consider those amounts.

PMarket-related asset values may be calculated in a variety of ways. This example uses an approach that adds in 20% of each of the last five years’
gains and losses. The only objective of the market-related calculation is to reduce the volatility of net pension cost.

Market-related value of assets at 1/1 $ 880

Expected return on assets 88

Contributions 114

Benefits paid (114)

20%s of last five years' asset gains and (losses) 20

Market-related value of assets at 12/31 $ 988

|Amortization of unrecognized net gain or loss is calculated as follows: N\

1988 1989

Unrecognized net (gain) or loss at 1/1 $ 140 § 38

Plus asset gain or less asset loss not yet in market-related value of assets at 1/1—

(fair value of plan assets) — (market-related value of plan assets) 0 80
Unrecognized nex (gain) or loss subject to amortization 140 118
Corridor = 10% of the greater of projected benefit obligation or

market-related value of assets at 1/1 120 127
Unrecognized net (gain) or loss outside corridor 20 0

X 1/average remaining service 0.10 0.10
Amortization s 2 $ 0

JThe “net amortization and deferral” consists of:
Amortization of unrecognized net obligation existing at January 1, 1987 $ 2
Amortization of unrecognized prior service cost 0
Amortization of unrecognized net (gain) or loss 2
Asset gain/(loss) deferred 100
$ 12
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8 1989—ASSET LOSS AND LIABILITY GAIN
When Company I's plan assets and obligations were measured at December 31, 1989, both an asset loss and a liability gain
were discovered.
Assumptions:
Discount rate . 9.00%” 9.25%
Expected long-term rate of return on plan assets 10.00% 10.00%
Average remaining service 10 years 10 years
Actual For Projected Actual For Projected
12/31/88 1989 12/31/89 12/31/89 1990 12/31/9%0
Projected benefit obligation $ (1,266) $ (I.MS)J $ (1,320) $ (1,409)
Plan assets at fair value 1,068 1,167 1,097 1,206
Funded status (198) (178) (223) (203)
Unrecognized net obligation existing at
January 1, 1987 160 140 140 120
Unrecognized prior service cost 0 0 0 0
Unrecognized net (gain) or loss 38 38 83 83
(Accrued)/prepaid $ 0 $ 0 $ 0 $ 0
Service cost component $ 7 $ 9
Interest cost component 114 122
Expected return on assets 99 (109)




Market-related value of assets $ 988 $ 1,093k
Actual return on assets—(increase)/decrease (188) (29)
Amortization of:

Unrecognized net obligation existing at

January 1, 1987 20 20
Unrecognized prior service cost 0 0
Unrecognized net (gain) or loss o 0
Net cost $111 $112
Contribution $111 $112
Benefits paid $ 111 $112
The 1989 financial statements will include the following disclosures:
Cost Reconciliation of
Components Funded Status
Service cost $ 7 Projected benefit obligation $ (1,320)
Interest cost 114 Plan assets at fair value 1,097
Actual return on assets (29)
Net amortization and deferral (s0)ym Funded status (223)
Net cost $ 111 Unrecognized net obligation existing at
= January 1, 1987 140
Unrecognized prior service cost 0
Unrecognized net (gain) or loss 8
(Accrued)/prepaid $ 0

- e — mespraes -
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kMarket-related asset values may be calculated in a variety of ways. This example uses an approach that adds in 20% of each of the last five years'
gains and losses. The only objective of the market-related calculation is to reduce the volatility of net pension cost.

Market-related value of assets at 1/1 $ 988
Expected return on assets 9
Contributions 111
Benefits paid (11
20% of last five years' asset gains and (losses) =
.20 (100 - 70) 6
Market-related value of assets at 12/31 $1,093
! Amortization of unrecognized net gain or loss is calculated as follows:
1989 1990
Unrecognized net (gain) or loss at 1/1 $ 38 $ 8
Plus asset gain or less asset loss not yet in market-related value of assets at 1/1—
(fair value of plan asseis) — (market- ted vn!u'c of plan assets) 80 4
eV
Unrecognized net (gain) or loss subje€t to amortization 118 87

Corridor = 10% of the greater ofprojected benefit obligation or
market-related value of assets at 1/1

5
B
E

Umeno;niminetmln)mlossoutskhwﬁdm 0
% 1/average remaining service 0.10 0.10
Amortization $ O $ 0
M™The “net amortization and deferral” consists of:
Amortization of unrecognized net obligation existing at January 1, 1987 $ 20
Amorlization of unrecognized prior service cost 0
Amortization of unrecognized net (gain) or loss 0
Asset gain/(loss) deferred (70)
$ (30)
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Dlustration S—Recognition of Peasion Liability, Including Minimum Liability

Case 1—Minimum Lisbility Less Than Unrecognized Prior Service Cost

Company K elected to apply the provisions of this Statement, including those
requiring recognition of minimum liability, for its 1986 financial statements. The
funded status of its plan for the years 1988 through 1991 is shown below.

FUNDED STATUS—COMPANY K

Assets and obligations:
Accumulated benefit obligation
Plan assets at fair value

Unfunded accumulated benefits
Overfunded accumulated benefits

Projected benefit obligation
Plan assets at fair value
Items not yet recognized in earnings:
Unrecognized net obligation
(net asset) at January 1, 1986
Unrecognized prior service cost
Unrecognized net gain

(Accrued)/prepaid pension cost

102

As of December 31,
1988 1989 1990 1991
(in thousands)

$ (1,254) $(1,628) $ (1,616) $ (1,559
1,065 1,505 162 _ 1,517
s (89 $ (123 $. (37
s 6

$ (1,879) §(2,442) § (2,424) $ (2,331)
1,065 1,505 1,62 1,517
280 260 240 220
715 1314 1,172 1,039
@51) _ (557) _ (460) _ (476)

$ 30 s 8 $ 150§ G
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DETERMINATION OF AMOUNTS TO BE RECOGNIZED

(Accrued)/prepaid pension cost at
beginning of year

Net periodic pension cost

Contribution

(Accrued)/prepaid pension cost at
end of year

Required minimum liability (unfunded
accumulated benefits)
Adjustment required to reflect
A Bability:
'nml";.m.n I Eability?
Intangible asset (not to exceed
unrecognized prior service cost)
Balance of additional Liability
Balance of intangible asset

*This amount is equal to unfunded accumulated benefits

cost, minus the previous balance. For financial
bined with the (accrued)/prepaid pension cost.

$§ 0 s 30

(304) (335)
334 385

$§ 8 § 1%

(397 (361)
467 180

$ 30 S 8

— —_—

$ (89 $§ (13

$ (119 § (89

$ 119 § &4

$ (119) § (203)
$ 119 § 203

$ 1

:

$ 23 5 (6

$ (203) $ 6

$ 0 5
$ 0 s &6

+ Plus prepaid (or minus accrued) pension
statement presentation, the additional Liability is com-
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Journal Entries .

The journal entries required to reflect the accounting for the company's pension
plan for the years 1988 through 1991 are as follows (in thousands):

Year 1983

Journal I
Net periodic pension cost 304
Accrued/prepaid pension cost 304
To record net pension cost for the period (paragraph 35)

Journal 2
Accrued/prepaid pension cost 334
Cash 334
To record contribution (paragraph 35)

Journal Entry 3
Intangible asset 119
Additional Liability 119

To record an additional liability to reflect the required mini-
mum liability (For financial statement presentation, the
additional liability account balance is combined with the
accrued/prepaid pension cost account balance. Since pre-
paid pension cost of $30 has been recognized, an additional
liability of $119 is needed to reflect the required minimum
liability of $89 [equal to unfunded accumulated benefits].
Because the additional liability is less than unrecognized
prior service cost, an intangible asset also is recognized.)
(paragraphs 36 and 37)

Year 1989

Journal 1

Net periodic pension cost 335
Accrued/prepaid pension cost 335
To record net pension cost for the period (paragraph 35)

104




ournal Entry 2
wccrued/prepaid pension cost 385
Cash
To record contribution (paragraph 35)

ournal Entry 3

tangible asset 84

To adjust the additional liability to reflect the required mini-
mum liability (For financial statement presentation, the
additional liability account balance is combined with the
accrued/prepaid pension cost account balance. The required
minimum liability is determined independently of any prior
years’ amounts. Since unfunded accumulated benefits are
$123 and a prepaid pension cost of $80 has been recognized,
the amount of the additional liability is $203 or an increase
of $84 from the previous period. Because the balance of the
Witional Eshility i Jess than i2ed prior )
cost, an intangible asset also is recognized.) (paragraphs 36
and 37)

ear 1990

wrnal Entry 1
et periodic pension cost . 397
Accrued/prepaid pension cost

To record net pension cost for the period (paragraph 35)

wrnal Entry 2
ccrued/prepaid pension cost 467
Cash
To record contribution (paragraph 35)

wurnal Enzry 3
dditional liability 203
Intangible asset
To reverse additional liability no longer required (Since plan
assets exceed accumulated benefits, no additional liability is
necessary.) (paragraph 38)

385

397

467
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Journal Entry 1
Net periodic pension cost
Accrued/prepaid pension cost

Y e s o e 2+ et ¢ e o tede B
-

To record net pension cost for the period (paragraph 35)

Journal 2
Accrued/prepaid pension cost
Cash

L e

To record contribution (paragraph 35)

Journal Entry 3

= 43 AR

106

Intangible asset
Additional liability

To record an additional liability to reflect the required mini-
mum liability amount (For financial statement presentation,
the additional liability account balance is combined with the
accrued/prepaid pension cost account balance. Since
unfunded accumulated benefits of $37 exceed unfunded
accrued pension cost of $31, recognition of an additional
liability of $6 is necessary. Because the balance of additional
liability is less than unrecognized prior service cost, an
intangible asset also is recognized.) (paragraphs 36 and 37)

361
361

180
180

6
6
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Case 2—Minimum Liability in Excess of Unrecognized Prior Service Cost

Company L elected to apply the provisions of this Statement, including those
requiring recognition of minimum liability, for its 1986 financial statements. The
funded status of its plan for the years 1988 and 1989 is shown below.

As of December 31,
1988 1989
(in thousands)
FUNDED STATUS—COMPANY L
Assets and obligations:
Accumulated benefit obligation $ (1,270) $ (1,290)
Plan assets at fair value 1,200 1,304
Unfunded accumnulated benefits S (70
Overfunded accumulated benefits s 14
Projected benefit obligation $ (1,720 S (1,786)
Plan assets at fair value 1,200 1,304
Items not yet recognized in earnings:
Unrecognized net obligation
(net asset) at January 1, 1986 165 150
Unrecognized prior service cost 92 86
Unrecognized net loss 321 326
(Accrued)/prepaid pension cost s 58 S 80
108



DETERMINATION OF AMOUNTS TO BE RECOGNIZED
(Accrued)/prepaid pension cost at beginning of year $ 0 b 58

Net periodic pension cost (141) (144)
Contribution 199 166
(Accrucd)/Prepaidpcnsioncoaalmdofym s 58 3 80
Required minimum liability (unfunded accumulated ‘
benefits) S 0 s 0 1
Adjustment required to reflect minimum liability: ! 4
Additional liabiliry® $ (128 s 128 il ji
Intangible asset (not to exceed unrecognized prior ol bt
service cost) $ 2 s @ I
Charg:toequity(awssofaddiﬁomlpmsion “
liability over unrecognized prior service cost) $ 36 S (3 , 3
Balance of additional liability . S (28 s 0 |
Balance of intangible asset S 92 ) 0 Ii .
Balance of equity account S 36 S 0 1F
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Journal Eatries

The journal entries required to reflect the accounting for the company’s pension
plan for the years 1988 and 1989 are as follows (in thousands):

Year 1988

Journal Entry 1
Net periodic pension cost 141
Accrued/prepaid pension cost 141
To record net pension cost for the period (paragraph 35)

Journal 2
Accrued/prepaid pension cost 199
Cash 199
To record contribution (paragraph 35)

Journal 3
Excess of additional pension liability over
unrecognized prior service cost 36
Intangible asset 92
Additional liability 128
To record an additional liability to reflect the required mini-
mum liability (For financial statement presentation, the
additional liability account balance is combined with the
accrued/prepaid pension cost account balance. Since pre-
paid pension cost of $58 has been recognized, an additional
liability of $128 is needed to reflect the required minimum
liability of $70 [equal 1o unfunded accumulated benefits].
Because the additional liability is greater than unrecognized
prior service cost, an intangible asset is recognized for the
amount of additional liability up to the amount of unrecog-
nized prior service cost, and equity is charged for the excess
of the additional liability over unrecognized prior service
cost.) (paragraphs 36 and 37)
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Year 1989

JWE:_sz
Net periodic pension cost
Accrued/prepaid pension cost
Tbreoordnetpcnsionoostforthepaiod(puw-;phu)

mez
Accrued/prepaid pension cost
Cash
To record contribution (paragraph 35)

Journal Entry 3
Excess of additional pension liability over
unrecognized prior service cost
Intangible asset
To reverse additional liability no longer required (Since plan
assets exceed accumulated benefits, no additional Liability is
necessary.) (paragraph 38)

144

¥
i i1
y I ’

| |

166

166 ii

1 !
128 il
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Hiustration 6—Disclosure Requirements
Case 1—Simple Case

The following illustrates the disclosure for a sponsor with a single-employer
defined benefit pension plan presenting only one year’s financial statements.

Note P: The company has a defined benefit pension plan covering substantially all
of its employees. The benefits are based on years of service and the employee’s com-
pensation during the last five years of employment. The company’s funding policy is
to contribute annually the maximum amount that can be deducted for federal
income tax purposes. Contributions are intended to provide not only for benefits
attributed to service to date but also for those expected to be earned in the future.

The following table sets forth the plan's funded status and amounts recognized in
the company’s statement of financial position at December 31, 1988 (in thousands):

Actuarial present value of benefit obligations:

Accumulated benefit obligation, including vested benefits of $287 $ (335)
Projected benefit obligation for service rendered to date $ (500)
Plan assets at fair value, primarily listed stocks and U.S. bonds 475
Projected benefit obligation in excess of plan assets (25)
Unrecognized net gain from past experience different from that
assumed and effects of changes in assumptions (53)
Prior service cost not yet recognized in net periodic pension cost 19
Unrecognized net obligation at January 1, 1986 being recognized
over 15 years 77
Prepaid pension cost included in other assets $ 18
Net pension cost for 1988 included the following components (in thousands):
Service cost—benefits earned during the period $ 26
Interest cost on projected benefit obligation 39
Actual return on plan assets (45)
Net amortization and deferral? __10
Net periodic pension cost $ 30

The weighted-average discount rate and rate of increase in future compensation
levels used in determining the actuarial present value of the projected benefit obliga-

tion were 9 percent and 6 percent, respectively. The expected long-term rate of return
on assets was 10 percent.

*The net effects of delayed recognition of certain events (for example, unanticipated investment per-
formance) arising during the current period and amortization (recognition) of the net unrecognized
effects of past similar events at a rate based on employees’ average remaining service life.
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Case 2—Disdlosures for Multiple Plans

Note S: The company and its subsidiaries have a number of noncontributory pen-
sion plans covering substantially all U.S. employees. Plans covering salaried and
management employees provide pension benefits that are based on the employee’s
compensation during the three years before retirement. The company’s funding pol-
icy for those plans is to contribute annually at a rate that is intended to remain a level

1988 1987
Service cost—benefits earned during the period S 66 $ 66
Interest cost on projected benefit obligation 100 %
Actual return on assets (79) (63)
Net amortization and deferral 88 78
Net periodic pension cost $175 $1

|

Assumptions used in the accounting were:

As of December 31,
1988 1987
Discount rates 9.0% 8.75%
Rates of increase in compensation levels 6.0% 6.0%
Expected long-term rate of return on assets 9.5% 9.5%
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The following table sets forth the plan’s funded status and amounts recognized in
the company’s statement of financial position at December 31, 1988 and 1987, for its
U.S. pension plans (in thousands):

Prepaid pension cost
(pension liability) recognized
in the statement of financial
position

December 31, 1988

December 31, 1987

S® 5089
$ (339) § (442)
$ (502) $ (620)
64 _ 28
102 (392)
(114) 30
120 292
180 225

0 (36

S 288 $ (214)

78
(S}

132

|

B
—

321

B

3

F

5 (222)

The projected benefit obligation and plan assets at December 31, 1988 and 1987 do not include
amounts related 10 an annuity contract purchased from an affiliated company covering annual bene-

fits of approximately $42.

PPlan assets include common stock of the company of $50 and $45 at December 31, 1988 and 1987,
respectively. About half of the plan assets are invested in listed stocks and bonds. The balance is
invested in income-producing real estate.
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Case 3—Disclosure for a Defined Contribution Plan

Note T: The company sponsors a defined contribution pension plan covering sub-
stantially all of its employees in both its engine parts and tire subsidiaries. Contribu-
tions and cost are determined as 1.5 percent of each covered employee's salary and
totaled $231,000 in 1987 and $215,000 in 1986.

Case 4—Disclosure for 2 Multiemployer Plan
Note W: One of the company’s subsidiaries participates in a multiemployer plan.

The plan provides defined benefits to substantially all unionized workers in the com-

pany’s trucking subsidiary. Amounts charged to pension cost and contributed to the
plan in 1987 and 1986 totaled $598,000 and $553,000, respectively.

115
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Miustration 7—Accounting for a Business Combination

The following example illustrates how the liability (or asset) recognized by the
acquiring firm at the date of a business combination accounted for as a purchase
would be reduced in years subsequent to the date of the business combination.

Company R purchased Company S on January 1, 1987. Company S sponsors a
single-employer defined benefit pension plan. The reconciliation of funded status of
the Company S plan before and after the combination was as follows (in thousands):

Precombination Postcombination

Pension benefit obligation $ (1,000) $ (1,000)
Plan assets at fair value 500 500
Unrecognized loss 200 0
Unrecognized prior service cost 300 0
Liability recognized in the statement of

financial position—unfunded accrued

pension cost s 0 $_(500)

In subsequent periods, net periodic pension cost would not include any amortiza-
tion of either the unrecognized prior service cost ¢r the unrecognized loss existing at
the date of the combination. However, the funding of the plan is not directly affected
by a business combination. Whatever the basis of funding, it will, over time, reflect
the past amendments and losses that underlie those amounts. As they are reflected in
the funding process, contributions will, in some periods, exceed the net pension cost,
and that will reduce the liability (unfunded accrued pension cost) recognized at the
date of acquisition.
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Appendix C

BACKGROUND

262. Tthmrdaddedtwopmsiommjectstoitnsmdain 1974: accounting and
wporﬁngbyanpbymbmcfnphmuﬂanpbym‘mﬁngforpmﬁons.%m
mjmmﬁ&dwm:mdnmmwbommemofmm
mmmm&fmmwamm
changsthehplmmandh:thepuedvedmreofanunpbyaﬁobﬁnﬁonfar
pmﬁmbmefm.&iﬁuofOﬁﬁmSmummnpmﬁmmmwmmbty
nmuedfromcompmytompmyandoftenmtevmfrompuiodtopeiodfor
LhesamempmymdthatOpinioanidnotpomyadeqmtdytheeﬂ‘ect of a pen-
sionplanonacomp-ny.mabiﬁtyofmoffmmdﬂmmwundaumdmd
ammpunﬁcmmmmwmﬁmmmm
mwmmmemnummmmamwofm
mmmmmpﬁms.Cmmwmwmﬁmofm
unfunded obligations and excess assets, especially when obligations had to be settled
and when assets were withdrawn.

263. ThefououingbﬁeﬂymnﬁnestheswpsnkmonﬁnmmjorpmMpmj-
ects:

a. mDmb=1W4.tbeerdimndlnmaﬁonNo.3.Amﬁngform¢
CauamesionPhnsSubjedrotMEmp!omRmumSmﬂyAa
off9?4.1hulntupmmionmisuedtochﬁfythcmnﬁngforunplom'
obligations for pension plans covered by the Act, pending completion of the
major project on employers’ accounting for pensions.

b. Task forces for both projects were formed in early 1975.

¢. An FASB Discussion Memorandum, Accounting and Reporting for Employee
Benefit Plans, was issued in October 1975.

d. In February 1976, the Board held a public hearing on the issues covered in the
Dismm’oanndum.Tmmy—thmemnﬁommmdeumehadng.

e. In 1976, the Board decided to focus first on the employee benefit plans project
becauxofdwhckofmymdudsinthnmnydefarhmaaimmﬂw
awounﬁngbyunp!oymproja:t.duBoardalsoexpeaedwbmeﬁtftomfunha
progress on its conceptual framework project.

f. AnFASBExpmeDraﬁ,Accoummgandchaningbquﬁmdﬂanﬁth-
sionwau,wasksuedinApsﬂlm.TheBoardrwﬁvedappmﬁmudyTMwm-
ment letters, which indicated the need to further consider the issues.

117

T ——— T




—y——

g. In July 1979, the Board issued a revised Exposure Draft, Accounting and Report-
ing by Defined Benefit Pension Plans.

h. Also in July 1979, the Board issued an Exposure Draft, Disclosure of Pension
and Other Post-Retirement Benefit Information. It proposed amending the dis-
closure requirements of Opinion 8 pending the Board’s comprehensive considera-
tion of accounting and reporting by employers for pensions and similar benefits.

i. In March 1980, the Board issued Statement No. 35, Accounting and Reporting
by Defined Benefit Pension Plans, which addresses financial reporting by plans
rather than by sponsoring employers.

j. In March 1980, the FASB also published Accounting for Pensions by Employers:
A Background Paper, which highlighted the changing pension environment,
present accounting practices and concerns, and areas for consideration.

k. In May 1980, the Board issued Statement No. 36, Disclosure of Pension informa-
tion. Statement 36 amended Opinion 8 and required disclosure of certain infor-
mation based on the requirements of Statement 35. Statement 36 made no change
in the basic provisions of Opinion 8 that governed measurement of pension cost
and pension liabilities. The Statement was an interim step pending completion of
the major project on employers’ accounting for pensions.

1. In February 1981, the Board issued a Discussion Memorandum, Employers’
Accounting for Pensions and Other Postemployment Benefits. That memoran-
dum analyzes basic issues related to accounting and reporting requirements for
only single-employer, noninsured, defined benefit pension plans in the United
States. One hundred ninety-three letters of comment were received in response to

m. In July 1981, the Board held a public hearing on the issues covered in the Febru-
ary 1981 Discussion Memorandum. Thirty-seven presentations were made at the
hearing.

n. In April 1982, the Board issued Statement No. 59, Deferral of the Effective Date
of Certain Accounting Requirements for Pension Plans of State and Local Gov-
ernmental Units. Statcinent 59 amended Statement 35 and deferred that State-
ment’s effective date for plans sponsored by state or local governments.

0. In November 1982, the Board issued Preliminary Views on the issues addressed in
the February 1981 Discussion Memorandum. That document was issued to
obtain comments on the Board's tentative conclusions at that time before pro-
ceeding to an Exposure Draft.

p. In April 1983, the Board issued a Discussion Memorandum, Employers’
Accounting for Pensions and Otheir Postemployment Benefits, on additional
issues that were not addressed in the February 1981 Discussion Memorandum or
in Preliminary Views. Over 500 comment letters were received on that document
and Preliminary Views.
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. In cooperation with the Financial Executives Institute’s Committee on Corporate
Reporting, the Board conducted a field test of the accounting proposals in Pre-
liminary Views and published a special report of the results in October 1983.

. In November 1983, the Board issued FASB Statement No. 75, Deferral of the

Effective Date of Certain Accounting Requirements for Pension Plans of State

and Local Governmental Units, indefinitely deferring the requirements of State-

ment 35 for pension plans of state and local governments pending further action
by the Board.

. In January 1984, the Board held a public hearing on the issues covered in Pre-

liminary Views and the April 1983 Discussion Memorandum. Fifty-nine presen-

tations were made at the hearing.

. In February 1984, accounting for postemployment benefits other than pensions

was made a separate agenda project. Until that time, other postemployment

benefits issues had been combined with the project on employers’ accounting for
pensions and were addressed in the documents issued as part of that project. In

July 1984, the Board issued an Exposure Draft, Disclosure of Postretirement

Health Care and Life Insurance Benefits Information.

. In November 1984, as an interim measure pending completion of the project, the

Board issued Statement No. 81, Disclosure of Postretirement Health Care and

Life Insurance Benefits.

. An FASB Exposure Draft, Employers’ Accounting for Pensions, was issued in
March 1985. It proposed standards of financial accounting and reporting for an
employer that offers pension benefits to its employees. The Board received over
400 comment letters.

. An FASB Exposure Draft, Employers’ Accounting for Settlements and Curtail-
ments of Defined Benefit Pension Plans and for Termination Benefils, was issued
in June 1985. The Board received over 100 comment letters.

. In July and August 1985, the Board held a public hearing on the issues covered in

the March 1985 and June 1985 Exposure Drafts. Fifty-six presentations were

made at the hearing.
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Appendix D

GLOSSARY

264. This appendix contains definitions of certain terms used in accounting for pen-
sions.

Accumulated benefit obligation
mmMmofmrns(wmhavmedornm)m’b-
uted by the pension benefit formula to employee service rendered before a
spedfnddneandbuedmanpbmwviccmdmmpmnﬁon(ifappﬁmble)
priortothatdate.m:mmuhudbmeﬁtobﬁnﬁondiffmfromthcpm-
jected benefit obligation in that it includes no assumption about future com-
pensation levels. For plans with flat-benefit or non-pay-related pension
benefit formulas, the accumulated benefit obligation and the projected bene-
fit obligation are the same.

Actual return on plan assets component (of net periodic pension cost)
The difference between fair value of plan assets at the end of the period and
the fair value at the beginning of the period, adjusted for contributions and
payments of benefits during the period.

Actuarial funding method
Any of several techniques that actuaries use in determining the amounts and
incidence of employer contributions to provide for pension benefits.

Actuarial gain or loss
See Gain or loss.

Actuarial preseut value
The value, as of a specified date, of an amount or series of amounts payable or
receivable thereafter, with each amount adjusted to reflect (a) the time value of
money (through discounts for interest) and (b) the probability of payment (by
means of decrements for events such as death, disability, withdrawal, or retire-
ment) between the specified date and the expected date of payment.

Allocated contract
A contract with an insurance company under which payments to the insurance
company are currently used to purchase immediate or deferred annuities for
individual participants. See also Annuity contract.
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Amortization
Usually refers to the process of reducing a recognized liability systematically
byrwommngmmusorredumsamwsnmdammmnybymog-
nizing expenses or costs. In pension accounting, amortization is also used to
mfatothesymucmmmnonmnapensonmovcrscvaﬂpmodsof
previously unrecognized amounts, including unrecognized prior service cost
and unrecognized net gain or loss.

Annuity contract
A contract in which an insurance company unconditionally undertakes a legal
obligation to provide specified pension benefits to specific individuals in
return for a fixed consideration or premium. An annuity contract is irrevoca-
ble and involves the transfer of significant risk from the employer to the insur-
ance company. Annuity contracts are also called allocated contracts.

Assumptions
Estimates of the occurrence of future events affecting pension costs, such as
mortality, withdrawal, disablement and retirement, changes in compensation
and national pension benefits, and discount rates to reflect the time value of
money.

Attribution

The process of assigning pension benefits or cost to periods of employee ser-
vice.

Benefit approach
One of two groups of basic approaches to attributing pension benefits or costs
to periods of employee service. Approaches in this group assign a distinct unit
of benefit to each year of credited service. The actuarial present value of that
unit of benefit is computed separately and determines the cost assigned to that
year. The accumulated benefits approach, benefit/compensation approach,
and benefit/years-of-service approach are benefit approaches.

Benefit formula
See Pension benefit formula.

Benefits
Payments to which participants may be entitled under a pension plan, includ-
ing pension benefits, death benefits, and benefits due on termination of
employment.
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Benefit/years-of-service approach
One of three benefit approaches. Undaﬂﬁsappmach.anequaiponionofthc
mmedbmefnisamibmedtoudwwofsmioc. The actuarial
prumtva]ueofthebeneﬁtsisduivedaﬁathebmefnsmatm'buwdtothc
periods.

Captive insurance subsidiary
An‘inmancecompanythatdou business primarily with related entities.

Cuwimmtwmhtwlﬂu)
Abmfnformuhthubambmcfnsonthecmpbyu'smpmnﬁonom
themtinpaiodofmicewiththcunpbyer_ A career-average-pay plan is a
plan with such a formula.

Contributory plan
Apmsionplanunduwhichﬂnployecsmbnuplnofthem. In some
oonm‘butoryphns,unployeswishingmbecovaedmuswonmhne;inothu
contributory plans, employee contributions result in increased benefits.

Cost approach
Oncofmetwogmupsofbasiclpproadmtomn‘butingpmsionbmefnsor
costs:opuiodsofsuvice.Approachuinmhnoupusignnapemimm
mpuiodsukvdmnmmmmormmﬁon.

Cost/compensation approach
Oneoftwooostapptoadm.Napmsimmunduthisapplmdxmmb-
utedlopa'iodssothattheyareaconstampcrcunageofoompensmion for
each period.

Curtailment
See Plan curtailment.

Defined benefit pension plan
Apmsionplanthatdd'manamoumofpmsionbcnef’ntobeproﬁded,
usuallyasafunc:ionofoncormorefaﬁorssuchasm,yarsofscrvice.or
compensation. Any pension plan that is not a defined contribution pension
planis,formrpossofthisSmanem,adefmedbmefnpmsionphn.

Ddilmlconmbuﬂmpelﬁonphn
A plan that provides pension benefits in return for services rendered, provides
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tributed to the participant’s account, the returns earned on investments of
those contributions, and forfeitures of other participants’ benefirs that may be
allocated to such participant’s account.
Discount rate
The interest rate used to adjust for the time value of money. See also Actuarial
present value.
4 ERISA
5 The Employee Retirement Income Security Act of 1974.

Expected return on plan assets
An amount calculated as a basis for determining the extent of delayed recogni-
tion of the effects of changes in the fair value of assets. The ~xpected return on
plan assets is determined based on the expected long-term rate of return on
plan assets and the market-related value of plan assets,

An approach under which each significant assumption used reflects the best
estimate of the plan’s future experience solely with respect to that assumption.
See also Implicit approach to assumptions,

Fair value
The amount that a pension plan could reasonably expect to receive for an

investment in a current sale between a willing buyer and a willing seller, that is,
other than in a forced or liquidation sale.
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aryforthehsszeyars(orthehighcs:mmecuﬁveﬁvcm\s) for each year
of service. A final-pay plan is a plan with such a formula.

Funding method
See Actuarial funding method.

Funding policy
The program regarding the amounts and timing of contributions by the
employer(s), participants, and any other sources (for example, state subsidies
orfedera!sl'ants)loprmidethcbmﬁtsapmsionphnspeciﬁcs.

Gain or loss
A change in the value of either the projected benefit obligation or the plan

assets resulting from experience different from that assumed or from a change
inanactuarialasalmpﬁon.SeealsoUlmmmmorm
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Interest cost component (of net periodic pension cost)

Loss

The increase in the projected benefit obligation due to passage of time.

Interest rate

See Discount rate.

See Gain or loss. i

Market-related value of plan assets

A balance used to calculate the expected return on plan assets. Market-related
value can be either fair market value or a calculated value that recognizes
changes in fair value in a systematic and rational manner over not more than
five years. Different ways of calculating market-related value may be used for
different classes of assets, but the manner of determining market-related value
shall be applied consistently from year to year for each asset class.

Measurement date

The date as of which plan assets and obligations are measured.

Mortality rate
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The proportion of the number of deaths in a specified group to the number
living at the beginning of the period in which the deaths occur. Actuaries use
mortality tables, which show death rates for each age, in estimating the
amount of pension benefits that will become payable.

Multiemployer plan

A pension plan to which two or more unrelsted employers contribute, usually
pursuant to one or more collective-bargaining agreements. A characteristic of
multiemployer plans is that assets contributed by one participating employer
may be used to provide benefits to employees of other participating employers
since assets contributed by an employer are not segregated in a separate
account or restricted to provide benefits only to employees of that emplover. A
multiemployer plan is usually administered by a board of trustees composed
of management and labor representatives and may also be referred to as a
“joint trust” or “union” plan. Generally, many employers participate in a
multiemployer plan, and an employer may participate in more than one plan.
The employers participating in multiemployer plans usually have a common
industry bond, but for some plans the employers are in different industries
and the labor union may be their only common bond.




mbecamepanofmemrwogﬁzedinapuiodmaybempitaﬁzed
a.longwithothercostsaspanot‘anamamhashvauorx

Nonpublic enterprise
An enterprise other than one(a)whoscdcbtorequitysecuﬁﬁesareuaded ina
public market, either on a stock exchange or in the over-the-counter market
(including securities quoted only locally or regionally), or (b) whose fi mancial

Participant
Any employee or former employee, or any member or former member of a
trade or other employee association, or the beneficiaries of those individuals,
for whom there are pension plan benefits.

127




B e T S —— -

Participating annuity contract
An annuity contract that provides for the purchaser to participate in the
investment performance and possibly other experience (for example, mortal-
ity experience) of the insurance company.

Participation right
A purchaser’s right under a participating contract to receive future dividends
or retroactive rate credits from the insurance company.

PBGC
The Pension Benefit Guaranty Corporation.

Pension benefit formula (plan's benefit formula or benefit formula)
The basis for determining payments to which participants may be entitled
under a pension plan. Pension benefit formulas usually refer to the employee’s
service or compensation or both.

Pension benefits
Periodic (usually monthly) payments made pursuant to the terms of the pen-
sion plan to a person who has retired from employment or to that person’s
beneficiary.

Plan amendment
A change in the terms of an existing plan or the initiation of a new plan. A
plan amendment may increase benefits, including those artributed to years of
service already rendered. See also Retroactive benefits.

Plan assets
Assets—usually stocks, bonds, and other investments—that have been segre-
gated and restricted (usually in a trust) to provide benefits. Plan assets include
amounts contributed by the emplover (and by employees for a contributory
plan) and amounts earned from investing the contributions, less benefits paid.
Plan assets cannot ordinarily be withdrawn by the employer except in certain
circumstances when a plan has assets in excess of obligations and the employer
has taken certain steps to satisfy existing obligations. For purposes of this
Statement, assets not segregated in a trust or otherwise effectively restricted so
that they cannot be used by the employer for other purposes are not plan
assets even though it may be intended that such assets be used to provide pen-
sions. Amounts accrued by the employer as net periodic pension cost but not
yet paid to the plan are not plan assets for purposes of this Statminent. Securi-
ties of the employer held by the plan are includable in plan assets provided
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they are transferable. If a plan has liabilities other than for benefits, those
nonbmcfnobﬁpﬁommybemnﬁdaadumducﬁomofplanmmforpur-
poses of this Statement.

Plan assets available for benefits
See Plan assets.

Plan curtailment
An event that significantly reduces the expected years of future service of
present employees or eliminates for a significant number of employees the
accrual of defined benefits for some or all of their furure services.

Plan’s benefit formula
See Pension benefit formuia.

Plan suspension
An event in which the pension plan is frozen and no further benefits accrue.
Fummiumyommuembethebuisformipgofnonmedbmeﬁu
:xisﬁnguthedauofwspmsion.'l‘heplanmaysﬁﬂholdm.paybmeﬁts
already accrued, and receive additional employer contributions for any
unfunded benefits. Employees may or may not continue working for the
employer.

Plan termination
An event in which the pension plan ceases to exist and all benefits are settled
by purchase of annuities or other means. The plan may or may not be
mpla_oedbyanot}uphn.Aphnmminuionwhharephmtplanmayor
may not be in substance a plan termination for accounting purposes.

Prepaid pension cost
Cumuhﬁvemphyamnmbuﬁommmofmuednetpaﬁon cost.

Prior service cost
The cost of retroactive benefits granted in a plan amendment. See also Unrec-
ognized prior service cost.

Projected benefit obligation
The actuarial present value as of a date of all benefits attributed by the pension
benefit formula to employee service rendered prior to that date. The projected
benefit obligation is measured using assumptions as to future compensation
levels if the pension benefit formula is based on those future compensation
levels (pay-related, final-pay, final-average-pay, or career-average-pay plans).




Retroactive benefits .
Benefits granted in a plan amendment (or initiation) that are attributed by the

i pension benefit formula to employee services rendered in periods prior to the

i amendment. The cost of the retroactive benefits is referred to as prior service

cost.

Return on plan assets

See Actual return on plan assets component and Expected return on plan
assets,

Service

Employment taken into consideration under a pension plan. Years of employ-

ment before the inception of a plan constitute an employee’s past service; years
; o thereafter are classified in relation to the particular actuarial valuation being
e SO made or discussed. Years of employment (including past service) prior to the

4 i date of a particular valuation constitute prior service; years of employment
following the date of the valuation constitute future service; a year of employ-
ment adjacent to the date of valuation, or iz which such date falls, constitutes
current service.

Service cost component (of net periodic pension cost)
The actuarial present value of benefits attributed by the pension benefit for-
mula to services rendered by employees during that period. The service cost
component is a portion of the projected benefit obligation and is unaffected
by the funded status of the plan.

Settlement

An irrevocable action that relieves the employer (or the plan) of primary
responsibility for a pension benefit obligation and eliminates significant risks
related to the obligation and the assets used to effect the settlement. Examples
of transactions that constitute a settlement include (a) making lump-sum cash
payments to plan participants in exchange for their rights to receive specified
pension benefits and (b) purchasing nonparticipating annuity contracts to
cover vested benefits.

Single-employer plan
A pension plan that is maintained by one employer. The term also may be used
1o describe a plan that is maintained by related parties such as a parent and its
subsidiaries.
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Sponsor

In the case of a pension plan established or maintained by a single employer,
the employer; in the case of a plan established or maintained by an employee
organization, the employee organization; in the case of a plan established or
maintained jointly by two or moreamplomorhyoneormoreqnp!oyas
and one or more employee organizations, the association, committee, joint
board of trustees, or other group of representatives of the parties who have
established or who maintain the pension plan.

Turnover
Termination of employment for a reason other than death or retirement.

Unallocated contract
Amnmudﬁmmmnmmmyundawhid:pamuwmem
companymmmuhmdinanunallomedfund(nmaﬂouwdtospedﬁc
planparddmts)tobeuseddlhcrdirecdyorthroughthepurduseof
annuities, to meet benefit payments when employees retire. Funds held by the
insurance company under an unallocated contract may be withdrawn and
otherwise invested.,

Unfunded accrued pension cost
Cumu]a:ivenapm.ioncos:mwdinmofduempwyukmnnibuﬁons.

Unfunded accumulated benefit obligation
ﬁeaossofﬂummuhmdbcmﬁtobﬁpﬁonoverp&mm.

Unfunded projected benefit obligation
The excess of the projected benefit obligation over plan assets.

Unrecognized net gain or loss
memmnh&venngninorlosstha:hasnmbemremmeduapanofnu
periodic pension cost. See Gain or loss.

Unrecognized prior service cost
That portion of prior service cost that has not been recognized as a part of net

Vested benefit obligation
The actuarial present value of vested benefits.
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I Vested benefits .
Benefits for which the employee's right to receive a present or future pension
benefit is no longer contingent on remaining in the service of the employer.
(Other conditions, such as inadequacy of the pension fund, may prevent the
employee from receiving the vested benefit.) Under graded vesting, the initial
vested right may be to receive in the future a stated percentage of a pension
. { based on the number of years of accumulated credited service; thereafter, the
Pt S percentage may increase with the number of years of service or of age until the
right to receive the entire benefit has vested.
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