BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application of ALOHA )
UTILITIES, INC. for an increase )
in water rates for its Seven ) DOCKET NO. 010503-WU
Springs System in Pasco County, )
Florida. ))

ALOHA UTILITIES, INC.'S
POST-HEARING STATEMENT OF ISSUES AND POSITIONS

Pursuant to Rule 25-22.056(3) (a), F.A.C., ALOHA UTILITIES, INC. (hereinafter "Aloha",
"Applicant" or "Utility"), files this Post-Hearing Statement of Issues and Positions. Aloha is simulta-
neously filing a Post-Hearing Brief, in which the positions taken on the issues in this filing are
developed and supported more fully.

Statement of Issues and Positions

ISSUE 1: Is the quality of service provided by the Utility satisfactory?

Aloha: *Yes. All of the expert witnesses testifying in this proceeding agreed here and in prior
extensive investigations that the Utility was providing service in accordance with all water
quality standards. The Utility has demonstrated in this proceeding that it is also providing
good customer service.*

ISSUE 2: Should the utility’s rate increase request be denied due to poor quality of service?

Aloha: *No. There is no factual basis in the record to support a finding of poor quality of service,
much less a legal basis for denying rate relief due to poor quality of service.*

ISSUE 3: What is the appropriate cost of the Commission ordered pilot project to include
in working capital for the Seven Springs water system?

Aloha: *Consistent with the Commission’s actions in Order No. PSC-01-1347-PAA-WS, issued on
June 27, 2001 and Order No. PSC-01-2199-FOF-WS, issued on November 13, 2001, and
sound regulatory principals the Commission should recognize 50% of the estimated cost of
the Commission ordered pilot project in rate setting.*

ISSUE 4: What is the appropriate working capital allowance?

Aloha: *The balance sheet approach to working capital should be utilized. This is a fallout number
which results from the conclusions reached on other issues.*

ISSUE 5: What is the appropriate projected rate base?
Aloha: *This is a fallout number based upon the resolution of other issues.*
ISSUE 6: What is the appropriate projected cost rate for variable-cost related party debt?
Aloha: *The cost rate (Prime +2%) as last established in the Commission’s previous Orders. The
Prime Rate utilized must be the most recently adjusted level prior to the Commission’s final
vote in this case.*
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ISSUE 7: What is the appropriate projected weighted average cost of capital for the
projected test year ending December 31, 2001?

Aloha: *This is a fallout number based upon resolution of other issues.*
ISSUE 8: What are the appropriate number of gallons sold for the projected 2001 test year?

Aloha: *1,105,068,967 gallons, as projected by Mr. Porter utilizing 500 GPD for each new ERC
which equates to an average for all customers of 287 GPD/ERC.*

ISSUE9(a): What is the appropriate proj ected number of purchased water gallons from Pasco
County, and what is the resulting expense?

Aloha: *The appropriate projected number of purchased water gallons from Pasco County is the
total projected amount of water sold, minus 5% conservation program repression, plus
unaccounted for, and flushing, minus the water use permit limits.*

ISSUE 9(b): Should a provision be made to monitor whether the gallons pumped from
Aloha’s wells differs from the maximum permitted quantity on an annual average

basis under the Water Use Permit (WUP)?

Aloha: *No. Monitoring of this cost of operation is not necessary and is no more appropriate than
monitoring of any other costs within the Ultility’s control. In any case, the Utility cannot
possibly pump precisely at its “permit limits,” as per SWFMD’s position stated in the
Prehearing Order.*

ISSUE9(c): What provision should the Commission make within rate setting for the potential
shortfall or excess if usage by customers differs from that included in the rate
setting?

Aloha: *If the Commission proposes to retain jurisdiction to monitor water purchased versus
pumped, then it also must retain jurisdiction to make up any shortfall resulting from usage
outside the levels projected by the repression models, which are much more likely to result
than overpumping, given SWFWMD’s threatened fines.*

ISSUE 10:  Should projected chemicals and purchased power be adjusted?

Aloha: *The amounts projected by Mr. Porter and Mr. Nixon should be used. Chemical expense
will actually increase over test year levels because of differences in County water chemistry
and re-pumping and re-chlorination expenses.®

ISSUE 11: Should an adjustment be made to employee salaries and wages for open
positions?

Aloha: *No. All positions, other than the Utility Director, have been filled as of the date of hearing,
and are necessary for the continued provision of quality water service and operation of the
system. The Utility Director position will be filled by the time of the Commission’s final
vote.*

ISSUE 12:  Should an adjustment be made to employee salaries and wages to correct the
annualized salary of the utility operations supervisor?

Aloha: *This issue was stipulated at hearing.*



ISSUE 13:  What adjustments should be made to pension expense?

Aloha: *An adjustment to correct a recording error and to reflect additional liability obligations is
necessary. This is an increase of $40,509 with new and open employee benefits’ percentage
applied at 22.10% of salary, for an additional cost of $10,580.*

ISSUE 14: Does the utility have excessive unaccounted for water, and if so, what
adjustments should be made?

Aloha: *No adjustment is appropriate. The staff proposed adjustment is immaterial and contrary to
allowances of over 15% recognized by the Commission in several previous cases.*

ISSUE 15:  Should an adjustment be made for related-party purchased water transactions?

Aloha: *No. This is not only a cost and methodology previously approved by the Commission, but
is also the cheapest alternative available to the Ultility for needed water. The alternative is
purchases of 100% of Aloha’s water from Pasco County at a rate substantially higher than the
cost from related parties.*

ISSUE 16:  What is the appropriate amount of rate case expense?

Aloha: *The total per the rebuttal update provided at hearing, and as provided in the testimonies
of Nixon, Watford, Porter, and Deterding.*

ISSUE 17:  What conservation programs, and associated expenses, are appropriate for this
utility at this time?

Aloha: *All of the conservation programs agreed to between the Utility and SWFWMD should be
recognized and included in rates. The Ultility cannot implement these conservation programs
unless the estimated annual cost of $155,000 is recognized. Expenditure of these costs are

required by the SWFWMD.*
ISSUE 18:  What is the test year operating income before any revenue increase?
Aloha: *The appropriate amount is subject to the resolution of other issues in this case.*
ISSUE 19:  What is the appropriate revenue requirement?
Aloha: *The appropriate amount is subject to the resolution of other issues in this case.*
ISSUE 20:  What is the appropriate rate structure for this utility?

Aloha: *A two-tiered inclining block rate structure per the SWFWMD requirements and as stated
in the MFRs.*

ISSUE 21:  Is repression of consumption likely to occur, and, if so, what is the appropriate
adjustment and the resulting consumption to be used to calculate consumption
charges?

Aloha *Repression is likely to occur and is best pred1cted by the Water Rate Model developed by
Dr. Whitcomb. However, because repression forecasts are subject to many variables and



uncertain at best, consumption charges must be based exclusively on variable costs or
revenue stability risk may increase substantially.*

ISSUE 22: What are the appropriate monthly rates for service?

Aloha: *The appropriate monthly rates for service are subject to resolution of other issues. However,
the Commission must not shift fixed costs to the galloriage charge anymore than proposed
by the Ultility in its original filing. Such shifts are unprecedented and will create substantial
additional risk on the Utility.*

ISSUE23:  What are the appropriate service availability charges for the Seven Springs water
system? ,

Aloha: *No change in these charges is appropriate in this case. Those charges are being considered
in a separate proceeding currently pending before the PSC and awaiting clarification of the
intended changes to the treatment process expected in the future.*

ISSUE 24:  Should this docket be closed?

Aloha: *After granting the requests proposed in the MFRs, this docket should be closed.*
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