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BEFORE THE FLORIDA PUBLIC SERV ICE COMHISSION 

In re: Petition of Florida Public 
Utilities Company for r ate increase 
f o r Ma rianna Division. 

DOCKET NO. 8130558-E t 
ORDER NO. 2 1537. 
ISSU ED : 7/12/89 

The f o llowi ng Corrunissioners participated 
disposition of t hi s matter : 

MICHAEL Mc K. WI LSON, Chai rman 
THOt-1AS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

ORDER GRANTING CERTAIN INCREASES 

BY THE COMMISSION: 

in the 

On October 3 , 1988 , Flo rida Public Util ities Company 
(FPUC, utility o r company) (iled its pet iti on f o r a rate 
increase o( $ 690 ,888 per a nnum f o r its Ma ri anna Divisi on. FPUC cla i med a c urrent pro f o rma return on i nvestm~..;nt o( 5 . 61\ and 
requested a return of 9 .13\. r n 1988, t he Comm i ss i on approved 
an hi s t o r ic test year ended December 31, 1987. and a n a ttriti o n 
year ending December 31, 1989. 

FPUC's proposed permanent rate sche dules were s us pended 
under Florida Statutes 366 . 06 ( 3) , pending the outcome of a 
formal heari ng . Interim relief of $473, 603 was granted i n 
accordance with Ch. 366.071, Florida Statutes . The Office of Public Counsel (OPC) intervened in thi s docket. Thereafter, a 
service hearing was held in Marianna , Florida, on January 27, 
19 89 . None of t he u tility' s c ustomers a ppeared a t the hearing. 

I 

I 

At t he time of the p t eheari ng confe rence o n Marc h 3, 1989 , 
t he ut ility mod ified its pos ition and reques ted a n a nnul i I increase of $ 669,808, which it calcu l ated would retur n 9 . 32\ o n 
it s r ate base. 

At t he prehearing, the parLier sli pula ted to roughly half 
of the ident i f ied i ssues. The ut i l i t y, OPC , and Corrunission 
Staff presented testimony and e xhib1ts in suppo rt of their 
positions. 

OOCIJI~ENT NUM~:r.-OA TE 

0 6 8 U8 JUL 12 1939 

FPSC-RECORDS/REPOR1111G 



I 

I 

I 

ORDER NO. 21532 
DOCKET NO . 880558-EI 
PAGE 2 

I . SUHI1ARV OF 01-.C IS I ON 

we authorize fPUC an inc ll•ase in gross an nual revenues of 
$539 , 720, wh ich includ,•!> <Jn <Jllt it ion ye<Jt incredse of 
S 172 . 065 . fP!JC sha II ho ld an annua 1 amount o f $1., 738 s ubject 
to refund wi·. h interest , pending o u t der.is ion in Docket No . 
881170-PU, a generic investigdLion 0 1 pens i o n accou n t ing . We 
have set. he rate o f r elu t n on conunon equity capital at 11.35% . 

I I . _8~:VENUE REQU I REI1ENTS D!;;_TI~Rt-lt NAT I ON 

The tevenue requiremunts of a LIL i li Ly arc detiv~d by 
cstJblishing its r a te base , ncl o pe t a ing income (NOI ) a nd fa i r 
rate of return . A test ye.1t o f o pe tali o ns , L t ad t li o nall y based 
upon o ne year o f o perati o n s , i s u sed Lo durivc lllo.! SC f.:Jct.o r s . 
11ultipl y ing the rate base by Lhe fai r Lale of reL •t tn pt o vides 
the ne t ope Lating i ncon•e the utility i s pc t mitlc<. t o earn. 
Comparing the pctmitted nc• o p,• tating incornc ~lith the Lest y ea t 
net operating income dcLcrrn t ucs llh~ ncL operaL i ng d1~1 1 c i ency or 
excess . The tot a 1 test y ea r r evenue dcf i c i ency 0 r excess i s 
determined by adjusting the rJellciency o r exc.•ss by the t cvcnue 
expansion factor . 

II I . TI!F TEST VFAR 

The test year in a t al..: case p r o v ides a scl pc t iod of 
utll1 l y operations thaL may be aua lyt.ed so Lhe Commission can 
sel reasonabl rates Cot th•· pe1 iod Lhe r ales wi I I be i n 
etfect. A lest peri od may be b.1scd u po n an histo1 ic tcsL yea r, 
adJusted t o reflect typi ca l condilions in the inuno'dlate l u Lu re , 
•..1hich should make 1t rea son.llll y t ep r escn L,llive of expected 
futu r e operations. Alte rrntivel y, d LesL peri o d rna y be based 
upon a pr ojec ted test petiod whi c h , if app r o priately developed 
and adjusted, may re,lson<~bly rep r esen t cxpco..:Lcd futu re 
ope tati ons . we approved F'PUt"'s c ho i c •• o f an hi s l o tic tes t year. 

IV. TFST Y!· t\R RA'! 1: BASI·: 

To establish Lhe FPIJt"' ., ovo•tl l1 r <!Vl !l1\ll' tcqu1 1ernenl.; , we 
mus deter mine the value 0 1 II!> r.JI•• bdse, l•lllich tCptcscnt.s the 
:n'ICStmen s !'\n which lhc c<Wp.tny is enlitled r o c.tt n il 
reasonable return. A urill 1 y ' .> r .. t•~ ba:,,, 1 :; C•I'Pt i SCd o f 
'/Hl'>US comrJnCnLs tnclud1ng: (!) n•·• 11ttl1ty pl H.t-ln-s.~t·Jice , 
"<~filCh is ce-rr.prised of pi.HII -ln-~.e r 'IICu lcs~; acculllulated 
dt.:prccia i o n and amor 17.oti o, (2) Lu t. .. l n..:l uli lity plant , 
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whi c h i s comprised o f ne t uti li Ly plant-in-servi ce , CWI P ( where 
appropriate), pl a nt held for fuluL ~ usc, a nd nuclea r fuel whe re 
approp r iate, and (3) working cap iLal . 

FPUC initially submitted a p roposed jurisdicLional raLe 
ba se of $ 7 , 927 ,4 04, but subsequen t ly r educed thi s amount to 
$7, 926 , 477, wh ich wa s stipulated by Lhe parLies as fol lo ws : 

A. Ut il ity Plant-in-Servi ce 
B Accumul~ted Dep r eciation 

& Amortization 
C . Customer Advances for 

Co ns t ruc tion 
D. Net Uti l i ty Plan t-i n -Sec . 
E . Cons truction Wor k-i n-

Prog ress 
F . Net Utility Plan t 
G . Wo rk i ng CJpi ta l 
H. Total Ra t e Base 

A. Utility Plant-in-Service 

$ 11,597 , 833 

(3,745, 22 7) 

_L_ 44, 813}_ 
7,807,793 

116,614 
7 , 924 , 407 

2 070 
$ 7 , 926 ,477 

The ut ili t y' s jurisdictiona l per boo ks t ota l p l ant-i n 
service includes p lan t-in-service of $ 11 ,44 0 , 650 dedicated to, 
and l ocated in, the Marianna s ervice area . A po rti o n o f the 
West Palm Beach general o ffice f aci li ties i s a l so a ll oca t ed to 
the Marianna e l ectCJC o perati ons . These general facilities arc 
used for r egu l ated e lec tri c , waLer a nd na tura l g as ope rations, 
a s we ll as no n-uti l ity merchJndising a nd L.P. gas operat i o ns . 
FPUC r emove d non-utility and me r c handising acti viti es a nd 
a I l ocated t he remaining $ 153 ,4 92 to r egu 1 a ted e l ectric and gas 
o perations based o n net plant investment at year end . In 
add it ion , the company included acquisition ad j ustments o f 
$3,691 and $116 , 6 14 i n CWIP- Completed Not Classified . Total 

I 

I 

plant- in-se r v ice is therefore $11,714,447. An aud it by our I 
Staff of suppo rt ing d ocumenlation s howed no s i gnificant 
differences i n plan t- in-serv i ce o r the a ll ocat i o n methodo l o g y 
used by the company. These adjustmer. ts are con s i stent with 
adjustments made in prior raLe cases with othe r ope rating 
divisions of t he company a nd we therefore approve them . 
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B. Accumulated Oeprcciati9n and Amortiza i~n 
C. Customer Advances for C.Jnstruction 

The depreciation reserve associated with plant-in-service 
tota l s $ 3 , 680,978 . FPUC made an adjustment increas ing 
depreciation expense $927 to correct an er r or made in 
calculating depreciation expense . maktng the tota l accumula t ed 
depreciation $3,681 , 905 for plant located in the Mari anna 
service area . In addition , the utility made a n adjustment of 
$ 59 , 63 1 for depreciation associated with t he common plan t 
allocated to the MariJnna operat i ons. The company also 
deducted $ 3,691 as ful 1 amortization o f the acquisit1on 
adjustment, and $<14,813 Cor customer advances for 
const ruction . An audit of the depreciation r ese rve showed no 
deviation from informat ion con tai ned in t he ME"Rs filed by t he 
c ompany. 

D. Net Utility Plant-in-Service 

Ne t utility pl a n t-i n-::;crvice i s compri sed of utility 
plant-in-service, less accumulated deptcciation and 
amortization and, i n this case , l ess customer advances for 
construction . We find that t he appropri ate amount of net 
utility plant-in-service for the test year 1987 i s $7, 807 ,793. 

E. ~onstruction Work in Pr ogress ( CWI P) 

The utidty•s investment in plant under construction 
can be accounted for by eithe r of two methods. An All owance 
for Funds Used During Construction (AFUDC) may be applied to 
t he balance to be capitalized and l ater r ecovered through 
depreciation charges o ncr the plan t is p l aced in service . When 
this method is chosen, the financial statements o( the utility 
reflect income "credits " associated with AFUDC, but the utility 
realizes no curren t cash earnings from the investment in CWI P. 
Al ternativel y, CWIP may be included as a porti o n o f rale base. 
Where the latter treatrnen is a ! l owed, CWIP generates cash 
ea rnings , which provide cash f l ow and an inc r ease in coverage 
r<~tios . No AFUDC is taken nn that portion of CWI P which i s 
inc luded in rate base. 

In this docket, 
appropriate amount o( 
$116 , 614. 

the 
CW IP 

parties stipulaLcd that the 
(cvrnpleted not classi(ied ) is 
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F. Net Utility Plant 

Based upon the adjustments discussed above , tota l net 
utility plant for the test year 1987 is $7,924,407. 

G. wor k ing Capital 

A traditional compo nent of rat e base is the value of 
working capital committed to u ti l ity operations . ln recent 
cases we have applied t he "balance s heet" approach to determine 

I 

the working cap i tal allowance , as opposed to the "formula" I 
approach previously utilized. The balance s heet approach 
generally defines wo rking capital as current assets and 
deferred debi ts t hat are utility-related and do not already 
earn a retu rn, less current liabilities , deCerrcd credits a nd 
operating reserves tha t are uti lity-relaled a nd upun which t he 
company does not already pay a return. 

we find t he appropriate l evel o f wo rking capita l is 
$ 2,070, as reflected on the fo llo wing c hart . 

We note that FPUC included prepaid pensio n expense in its 
calculation of wo rk ing capital. we find it app r o priate to 
include prepaid pensi o n expen~e in cu1 rent asse t s at thi s time, 
but order FPUC t o ho l d the a n nua l amount of $ 2 ,738 subject to 
refund pe nd ing the outcome o f our gene ric docket o n pe ns i on 
accounting , Docke t No . 881170-PU. 

I 
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WORKfNG CAPITA L 
13 NONTH AVERAGE - JURISDICTIONAL AI10 UN'I' 

YEAR ENDED DECEMdER 3 1, 1987 

CURRENT ASSET~ 

Cash 
Sinking Fund 
Wo rking Funds 
Interest Special Depos its 
Divided Special Deposits 
Customer Account s Receivable 
Accum . Prov . for Unco l lectibles 
Ma terials a nd Suppli es 
Inc ome Tax Receivable 
Prepayments - I nsurance 
Prepayments - Pensions 
Prepayments - Othe r 
Cleari ng Accoun ts 
Temporary Facilities 
Misc . Deferred Debits 

Total Cur rent Asscls 

CURRENT LlABIL[TfES 

Account s Payable 
Sala r ies & Wages Accrued 
Other 
Taxes Acc rued 
In te r est Acc r ued 
Dividends Accrued 
Tax Col l ections Payable 
Vacatio n Pay Accrued 
Storm Damage Rese t vc 
Med . Ins . Reserve 

Total Current Liabtltties 

Working Capita l 

ANOUNT 

$ 105 , 546 
3 . 641 
1, 400 
5 , 948 

25 , 830 
822 , 384 

(4, 854) 
249 ,00 5 

7,370 
68 ,1 24 
12 . 11 6 

440 
( 395 ) 

t 3 . 273) 
6,69 1 

1, 299 , 973 

$ 949 , 024 
27 , 284 

9 , 785 
105 , 298 
72 ,141 

976 
73 ,578 
50 ,052 

0 
_2..t2§2 

I, 29I_, 903 

2 ,070 

407 
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H. Total Rate Bas e 

Based upo n t o tal tes t year net utility plant of 
$7 . 924,407, and wo rking capita l of $2,070 , the total 
jurisdictional rate bas e f o r 1987 is $ 7 , 926 , 447. 

V. FAIR RATE OF RETURN 

The Commission mu s t establish the rate of ret u rn which t he 
Company sho u l d be given an opportunity to earn o n i ts 

I 

investmen t i n r ate base. The fair r ate of return shou ld be I 
established so as to maintain the Company's financ i al i n tegrity 
and to enable it to acquire needed capital at a reasonable cost. 

Capital Structure 

The ultimate goal of pro v i ding a fair r ate of retu r n is to 
allow the utility an appropriate return on equity 1nvcstmen t i n 
rate base . Because all sources of capital cannot be c l e arl y 
associaled with specific u t i lity p rope r t y . t he Comm i ssion has 
traditi o nally c o nside r ed all sou rces of capital (wi th 
appro priale adjustmen ts ) in e s tabli s hing a fa i r rate of return. 

The establishment of a utility 's capita l slruclure se r ves 
to identify the sources of the capital empl o yed by a uti l ity, 
as well as the amounts and c ost rates a ssocialed wi th each. 
After establishing the sources of capital, all capi t al costs , 
including the cos t of equity capital. ar e weighled acco rding to 
t heir relative proportion to t otal capital. The weig h ted 
components are t he n added to p r ovide a composite or o vera ll 
cost of capital. The weighted cost or cap i tal multiplied by 
the net ut ilily rate base produces an appropriate retu r n on 
rate base. including a re t urn on equity capital invusted i n 
rate bas e. The return i s al so s ufficient to reco ver the a nnual 
cost of other t y pes o f c apital, including debt. 

Since a re t urn on a l l sources o f capital i s pro vided by I 
this treatment. actual d e b t a nd s imilar c ap i tal c o s t s a r e not 
included in the tes t yea r o pe rating expenses. but arc treated 
" below the l ine . " This ins ures that s uc h capilal c os t s are nol 
do uble-cou nted £o r r atema ki ng pu tposes . 
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An appropriate capital structure i s both economica l and 
safe . Such a capital structure s ho uld minimi/.e the costs of 
capital through an appropriate balance between debt and cap i tal 
compo ne nt s , and should bear an appropriate relations hip to the 
utility •s actual sources o f capital . 

Rate of Return 

Based upon our review of the record , we will set a 
midpoi n t of 13.35\ for return o n equi t y, which results in 8.91\ 
fo r overall r equi red return. The appropri ate Lest year ranges 
are therefore 12.35\ to 14.35\ fo r return o n equity and 8 . 57\ 
to 9.24\ fo r overall required return. We find that these 
figures will allow FPUC the opportunity to r aise capital on a 
fai r and r easona b le basis and to maintain i ts fi nancial 
integr ity . 

Based upon ou r review oC t he record , we appro ve the 
following capital struct ure components , amou nts , and cosl rates 
Co r the test year : 

409 



rtOR!OA PUBliC UT !l!T!ES COHPANY 

( HAR!AHNA D! V!S!ON) 

COST OF CAP !TAl - 1 l HONTH AVERAGE 
"00 0 

l EST YEAR ENDED 12 31 87 ~g~ 
ttl;>;t"'l 

ttl ::;:I 
ID.-3 z zo 

0 · 

(I) "' C>-
0 V' 
U11..-
Vl , ..... 

CAPITAl .;DJUSTED COST II(!GHiED (I) 

t 
['7l COHPQN(I4T AMOUNT RATIO RAT( COST H 

CO~N EQUITY 2.446.38• 0 . 3091 1l. 35 4.1266 

P~H£~~ED £0UITY ) 24. 1 79 0 . 0157 4.76 0. 014 7 

lOIIG- TEOIH DEBT 2. 29d. 741 0. 2905 9.69 2.8145 

BANK NOTES 89~ .986 0 .1 136 7. 82 0.8883 

CUSTOHER DEPOSITS 

ACTIVE 351.128 0. 0444 9. 00 0.3995 

!IIACTIVE 7. 134 0. 0009 0 0 00 0 0 0000 

!NVESTHENT TAX CREDIT 

n 15 0 121 Oo0019 OoOO 0 0 0000 

POST • 70 417 .950 O o 052~ II. 40 0 . 6022 

DEfERRED !NCOHE TAXES 10354,536 0 0 1711 o.oo 0 . 0000 

TOTAL 7 . 914 o361 1 0000 8 o90S7 

- - -
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The per books amounts above were tak en direct ly from the 
MFRs. Staff made an adjustment for Flo-Gas nonregulated 
aff iliate o perations , whi c h t ook t he value of F l o -Gas o u t of 
common equity at the total company l eve l. The investor
supplied sources of capital for Marianna were then allocated to 
maintain the same propo rti o ns as in the company ' s consolidated 
capital structure. Thi s adjustment o nly af fected 
inves tor-supplied sources of capita l because the company 
maintained that the amounts originally allocated to Customer 
Deposits , Investment Tax Credit:;, and Deferre d Income Taxes 
were the actual amounts incurred by t he Mar i anna Division. 

FPUC made a pro rata wo rking capital adjustment of 
$l 6 1,413 over the investor-supp lied sources of capital. We 
alloc ated $4 5 ,756 of t h is amount directly to Notes Payable 
because it repres ented c urre nt maturities of Lo ng -term Debt. 
This amount wa s a llocated to Notes Payable ins tead of Long-term 
Debt because the 13-mon th average c os t rat '! o n c ur rent 
maturities mo re c l osely matched the Noles Payable rate than the 
r ate f o r Lo ng-Term Debt. The r ema i ning $115,657 was a l l o·cated 
pro rata o ver all inves t o r -supplied sources of capital . As wi th 
the earlier adjustment , the other sources o f capi t al wc1e not 
adjusted because those balances were the actua l amounts 
incurred by the Marianna Division. 

We used the respective cost cates supplied by the Company 
with two e xceptions. We used the 13-month average cos t rate of 
9.69% for Lo ng-Term Deb t as opposed to the company's usc o f the 
year-end average cost rate of 10.09%. We also u sed a cos t of 
equity of 13.35% for setting revenue requirements. 

V l . TEST YEAR NET OPERATING f NCOt<\E (NO I) 

Having establis hed FPUC' s rate base and fair r ate of 
return, the ne x t step in the revenue r equi rements determinat i o n 
is to ascertain the net o perating income applicable t o t he test 
period . Operattng revenues l e~s o pe rating e xpenses equals NO ! . 

The Company origi nally proposed a net operati ng inco me of 
$444,324 but l ater revised this figure to $ ·165 , 077 . 

We ftnd that FPUC ' s estimate o f 1989 re•tenues from sales 
o f electricity ts based upon r easonable forecasts o f c u s t omers , 
KW and KWH b1 Lling dete r minants by rate class , given the 
characterist ics of each c lass . 
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Items ma rkcs with a n as lc tisk {*) we re e ilh~ r slipu1ated 
o r the uti 1ity's figure s were a ppro ved. 

FPUC 
Request 
o r Commissi o n As 
S~!.E..!:!.laLion Adjustments M.justed 

(I) *Operati ng Revenues $ 7 , 636 , 670 $ 2,636 , 620 

(II) Opera ting Expenses 

*A. Operate . & Mai n L . 1. 52•1, 137 1, 524,137 
• B . Dep r ee . & Amo r t . 39 1, 863 391,863 •c . Amo rt . o f ITC ( 2 1, 987 ) ( 2 1,987 ) •o . Tax e s Other Th a n 

Ircomc Taxes 187 , 27.3 187,22 3 
E . Income T a x es 

Cu rren~ 1y Payable 13 1 '4 72 ( 15 . 9 7. 1) 11 5 ' 55 1 *F . De(erred Income 
Taxes (Net) - __{_11 1 ( 65 ) - ( il l .J.lll G. Tota l Oper at ing 
Expe nses _ 2Ll:U , ~4 3 _{ 15 ll1) ~ 1 55 ,622 

( I I I ) Net Operati ng Income 4 65 , 077 (1 5 , 92 1) 480 , 998 
•••• :~:~ ••••• ··----··· •••••~:::•••• 

(I) Operating Revenues 

The app r opr i 1te amo11nt o f Les t y ea r operating revenue is 
$2 , 636 , 620 , ·.-~hich includes t;o~o adjustments . 

The company made adj us LmcnL s t o remove Cue I and 
conse rvati o n r evenues •>f $10,1 95 , !>18 , o p•' rating expenses of 
$1 0,052 , 580 a nd r ev .. nut• r cl.1 •'U t a x es o f $1 63 ,095 . The se 
ad justments zero o u rh~ ~~r~ct o t fuel and conservat i on 
e x penses recove r ed th r ou.h 'l il t cost r cco·1e ry clau ses , a nd arc 
consrstent with Corrm i s t.r o n p0 l rcy. 

I 

I 



I 

I 

I 

ORDER NO. 21532 
DOCKET NO . 880558-El 
PAGE 12 

(2) Unbilled Revenu~ 

The company made an adjus~ment reducing 
reflect unbi !led revenues for the test year. 
is consistent with Co~nission policy . 

revenue $1,4 66 to 
This adj ustment 

(II) Operat i ng Expe~ 

we find the appro priate 
expenses to be $ 2 ,1 55 , 622 , 
adjustments noted below. 

A. Operations and Ma intenance 

amou n t of tesL 
whi c h inc ludes 

year operat ing 
components and 

The parties stipulated to test ye a r O&M expense of $1,524,137. 

( 1) Accoun t 586 - t1et!ll_E~nscs 

T he company purchased 96 meter retro fi t k ts for u se 
over a 3 year period t o repait electric meters which were 
no longer performing t o spec i fication . Such repairs would 
upgrade compo nent s to r egister electronically. We find that t h is cost s hould have been amo t lized over 3 y ears and 
not tota lly expensed in 1987 . The $ 17 ,035 cost amortized 
over 3 years amounts Lo $ 5 , 687 per year , which reduce s 
1987 O&M expense by $11,357 . 

(2) ~~ 938 - Outside Service Expe n ses 

Blue Springs is l ocated east of Mar ianna and is the 
source of water for the company' s small hydro plant. In 1987, the State of Florida c l aimed ownership of the 
spr ings . FPUC incurred l egal expen ses i n 1987 in contesting this claim. This properLy i s non-uti lity i n 
nature and is not inc I uded in r ate base, so any expenses connected wi th it should a l so be cons ide red no n - utility in 
nature and r emoved from O&M accounts . In 1987, 
app r o ximately $1 9 . 693 was charged to Account 923 for the 
lawsui b r ought by lhe State of Florida. Therefore , we 
will reduce 1987 expenses by $1 9 , 69J . 
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(3) Account 930- Mi scellaneous General Expe ns es 

We have reduced Account 930, Misce llaneous Genera l Expenses, $3.087 t o remove the cost of t he f o llowing items during 1987: 

a . Image Building Advertising 
b. Chamber o f Commerce Dues 

(Servi c e Area) 
c . Chamber o f Commerce Dues 

(Wes t Pal m Beach) 
d. Na t u r a l Gas Dues 

$1. 190 

1,275 

204 
418 

$3,087 

During the 1987 tes t ye ar the company inc luded t he above items in the Marianna Divi s ion operating expen~es . l t is Commissio n policy to disallow image building adve :" ti s ing and Chamber o f Commerce dues . Natural gas dues we r e 1nco rrectly charged to the Mari anna Division and also should be remo ved. 

All parties agreed with these adjustments. which resulted in a $3,087 reductio n in expenses. 

(4) Employee Newsletter Expens e 

During the 1987 t e s t year $2 ,46'1 was alloca ted to the Marianna Divi sion f o r expe nses inc urred by an out s ide firm in preparing an e mpl oyee news let t er. The newsletter has been di s co ntinued, so we will eli minate this a mount. All par t ies have ag ree d to t hi s adjustme nt . 

(5) O&M Be nc hma rk Cal cul a ti o n and Ad j ustments 

I 

I 

The utility made s everal adjus tments in its filing to remove purchased powe r and cons erva ti o n expens e of I $10,052,580, whi c h i s reco:e rable through our f uel cost recovery c lauses . 

In additio n t he compa ny made a n ad j us t ment to increase the annual acc ru a l o f unco llect : ble accoun ts expense $3,4 56 , e qu a l t o t he average c ha rge- o ff for t he past three years . A sim il a r adj us tment was made in the company ' s last gJ s rat e case (Ordc l No . 16 19 5 , Docket No . 850172-GU). 
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The company filed its O&M benchmark calculation on MFR 
Schedule C- 16 t ogether with a justification of 0&~1 
expenses e xceeding the bcnchma rk o n a f unc t ion a 1 bas is. 
The company c alcul ated a $ 26 , 0bl toLal varia nce and after 
specific adj u stmen ts , stipulated to by all parties, the 
resulling va riance is ($1 0 , 53 '1}. AI I pa1 tics s tipul a t ed 
to t he adjusted 1987 O&M e xpense with no additional 
adjustmen ts fo r benchma rk va ai ances . We approve the 
stipu l ation. 

( a ) Hydro Producti o n 

FPUC ident t fi ed a $ 6•l'1 variance for hydro 
production in e xcess of the 1987 s y stem benchmark o f 
$ 6 , 590 . The operation of a smal l hydro generating 
pl .. nt causes year to year f lucLu a tions in o perating 
e xpenses . These expenses are with i n a r easonable 
range and we fi nd that the uti li t y h as just ifi ~d them 

(b) Other Power S~plf 

All purch ased power costs cont a ined in this 
accou n t are recoveted t h roug h the Fue l Adjustment 
C lause. The rema1n1ng $ 2 '1 i s fo r t elepho ne ca l ls to 
Gulf Power to schedule the delivery of capacity and 
energy. 

(c) Dis tri buti o n Expense~ 

The compan y calculated a negati v e benc hmark o f 
$ 6 , 161 in this category, whi ch we have reca l culated as 
(17 , 518 } due to ou r amo rtiz atio n of mete r ret r of it 
kits ove r 3 y ea r s. 

( d) Customet Ac~ounts 

T he 
compared 
$362 , 549 . 
function. 

benchmark l o r this function was $4 29 , 156 
to the adj u sted test y ea 1 e xpense of 
The company i s u nder the benchmark in t hi s 

(e) Customer Scr-licc 

The company is ovc 1 thP bcnc iHIIillk by $35 whit:h we 
find t:> be an a:r.matcti11 .Jmontt. 
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(f) Sales 

FPUC is $ 541 over b.-nrhma rk in thts function . The 
company reco rded a $ 64 5 expense for directory 
adv e r tis ing i n thi s account in 1987 . rn pri or yea r s 
t his expense was charged to customer accounts . We 
f ind t h is va riance to be reasonab l e . 

(g) Administrative and Genera l 

The company calcu l a ted a $ 97,59 1 
"ariance for this function . A fte r making 
adj u stments stipulated t o by a ll parties and 
above , the adj u sted varia nce i s $7 2 ,34 7 . 

benc hma r:
spec i f i c 

di s cussed 

FPUC submi tled its expJanat i o n of just i C icat ions 
for this variance on MFR Schedu l e C-l6g , page 3 o f 3. 
The c ompany included in i s jusLif i caL t o n tne Co l luwing 
t hree items : 

Li ab i l i ty lnsurance 
Ptoperty Insurance 
Med1cal Insurance 

Total 

$1 5 1,700 
6 , 000 

_1 1, 60_Q 

$1 69 ,300 

According Lo FPUC . Lhc cosl f o r these e xpenses has 
increased at a rate which e xceeds CP I a nd c us t omer 
g r owth. I n o rdet to Lry a nd contain thes e increases 
in the medical pro gram, deductib l es have b een 
increased , employee prc>miums for dependent coverag e 
have been increased , and li m1Ls h ave been placed o n 
cert ain medical care. 

I 

I 

In ou r op 1n1 o n, the adjusted vat iance of $ 72 , 347 I 
has been justified by the uti liLy. 

B . Depreciation and Amor~zaLio~ 

The tota l jurisdictional dep1ec1ation and amortizati o n 
e xpense for 1987 was $ 38o, 100 . The corrpany made adjustments 
increasing expenses $6,0 23 Lo cortect a dcpt eciaLion error made 
i n Novembe r, 1987 , and incre.:Jsi ng expense $ 260 reflect ing a 
<.:hange in th·~ basis o t .:~ll o <.: ... Ling common plant. Lo Lhc company' :, 
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operating divisions . The adjusted e xpe n se i s $391 , 863 wh ich 
was agreed to by all parties . 

C . Amo rtization o f Investment Tax Credit 

The parties stipulated to FPUC's original filing amount of 
($21,987) for amortization of its investmen t ta x credit. This 
includes a jurisdictional per book s figure of ($16 ,792) and a 
company adjustmen t of {$5 ,195), which wa s made to remove the 
effects of out-of-period adjustments. 

D. Taxes Other Than rncome Taxes 

The parties stipulated to FPUC ' s original filing amount of 
$187, 223 for taxes other t ha n income , which includes the 
following adj u stments . 

( 1 ) General Office Pro2erty T axes 

The company made an adjustment allocati ng $3,799 
Ito the t-tarianna Division for i ts pro-rata s hare of 
property taxes o n t he West Palm Beac h g~neral o ffice 
building. A simila r adjustme nt was made in the 
company ' s last gas case (Order No . 850172-GU ) and has 
been accepted by all parties. 

(2) No n-Utility Property Taxes 

The company owns several parcels of land in 
Marianna which are no n-utility in nature. The company 
accordlng ly made an adjustment r educing expenses 
$1, 653 to eliminate pro perty taxes on this property . 
This adjustment was agreed upon by all parties . 

E . Income T a x es Cur rent ly Payable 

The company reduced this category $ 33 , 169 to remo ve the 
effects of out-of-period adjustments. Further, the company 
increased state and federal income taxes $3,1 64 related to the 
various company adjustments in its initi a l filing . Based on 
the O&M ad justments di scuss ed Jbove , we must further inc r ease 
i ncome taxes $1 5,848 . 
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(l) Income Taxes - lnlere s !:._ Reconc ilia t i o n 

The compa ny made an adjustmen t related to reconcilia tion of ils canita l st ruc t u re to r ate bas e, which inc reased income ta xes $10 , 856 . Becaus e of adjustments we made to the c ompany' s capital structure , ;.~e calculated a n i nterest e xpe nse o f $344 , 401 compared Lo the company ' s calculation of $33 2 ,704. The tax effecr of this difference results in a $5,065 reduct i on i n taxes , o r a $1 5 , 921 reduction in the company ' s adjusted balance . 

F. Deferred Income Taxes {Net) 

The appropriate amoun t of de fe r red i ncome taxes is ($41,165 ), which includes a company adjustment of $5l3 to remove the effects of out-of-per i od adj u stments to 1nc ome taxes . 

G. Tota l Operating Expen~ 

Based o n t he above figures , we find FPUC ' s t o t al operating e xpenses for the test year Lobe $2 ,155 , 622 . 

{Ill) Net Operating Income 

Based on our findi ngs a nd t he s tipulations noted abo ve , we find FPUC ' s 1987 NO! to be $480 , 998. 

VIII. TEST YEAR REVENUE DEF ICIENCY 

Based on the f o regoi ng de t e r minati ons o f rate base , and cos t of capital , we have establ i s hcd FPUC ' s test year r e ve nue deficienc y to be $367 , 655 , as fo l l ows : 

X 

Rate Base 
Rate of Return 
Re quired NOI 
Achieved NO! 
NO I Mu 1 t i p 1 i e r 
Revenue I ncrease 

$7, 92 6,477 
. 0891 

:--'70 6 , 249 
- 480 , 998 
X l. 6322 
$J67 .655 

I 

I 

I 
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The appropriate revenue expansion fact o r for the 1987 t es t year is 1.6322 as sho1"n on the following chart . The factor takes into account the 34% federal income tax rate i n effect during 1989 when the revenue ·· i ll be collected , and the 
increased regulatory assessment fee. 

Application of Revenue Expansion Factor 

Revenue Requirement 
Uncollect ible Accounts 
Gross Receipts Tax 
Regulatory Assessment Fee 

Net Before Income Taxes 
State Income Tax Rate 

State Income Tax 

Net Before Federal Income Ta x 
Federal Tax Rate 

Federal Income Tax 

Net Operati ng Income 

Net Operating Income Multiplie t 

100.000000 
(0.143800) 
(1 .500000) 
( 0 . 125000) 

98.231200 
5.5000% 

5.402716 

92 . 828484 
34.0000% 

31.561685 

61.266799 

1.6322 

Fo r the 1987 -.est year, all parties stipulated to the usc of the 40% Federal income tax rate Lhen in effect . I t was agreed that an appropriate adjustment would be made in the attrition year to reflect the current Federal tax rate of 34\. This produces the same result as calculating the tax expense a t 34\ in the test year. 

IX. ATTRITION YEAR RATE BASE 

FPUC based its attrition year calculation o n the year ending December 31, 1989. oascd o n the stipulated and 
contested adjustments di scussed below, we find the appropriate attrit ton year rate base t o be $9,180,72 2 . The items mar ked with a n asterisk ( • ) were ctther stipu lated o r the utility's figures were approved . 
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*A. Utility Plant-
in-Service 

*B. Accumula. Depree. 
& Amortization 

•c. Cust. Advances 
for Construct. 

*D. Net Utility Plant-
in-Service 

*E. Wo rking Capital 
*f. Total Rate Base 

fPUC 
Reques t 
or 
s t i _E_u l a t i on 

$13,629,689 

4,427,186 

19 47 ~ 

9,183,028 
47 200 

9 ,230 ,2 28 

A. Utility Plant-In-Service 

Commission As 
Adjuslments Adjusted 

$13 , 629 ,689 

4,427,186 

19 475 

9 ,183,028 
{491506l {2~ 
(49, 506 ) 9 ,180,72 2 

At t ri tion year pl anl- in-~ervice includes elect ri c plant of $13 ,4 50 ,4 79, a $175, 519 a l location of common pl,nt and an acquisition adJUStment of $3.691. Public Counsel. our Staff 
and the company were in agreement as to common plant and the acquisition adju~ trnent, but Publ'c Counsel disagreed as t o attrition year plant-in -servi ce . Public Counsel believed the 
1989 electric plant balance to be $13,338 ,002 , while the company a nd Staff agreed thal lhe plant-in-service balance is $13,450,475. This di s agreement arose from the use of two different methods of calculati ng the 13-month average of projected plant additions . 

Recalculating electric plant based on the December 31, 

I 

I 

1988 balances and 1989 p r oject ions with which we concur, results in average plant of $13,491,729. There remains only an i mmaterial diffetence o( 0.2\ between the positions he ld by Public Counsel and fPUC on att rili on year planL - in-scrvice , I wnich we resolve in favor of the utilily. 

B. Accumulated Depreciation ard Amortization 

Based o n our finding that projected plant-in-service i s $ 13 ,629,689, we find the related accumulated depreciation is $4,44 6 , 661. 
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C. Customer Advances for _£Qn s~[uc t i~n 

The patties agreed that the appro priate amount of c ustome r advances is $19 ,4 75 . 

D. Net Uti l ity Pla nt-i n-Service 

Based on t he deduction di scussed a bove , we f i nd net utility pl a n t-in- serv i ce in the att ri t i o n year t o be $9 ,1 83,028 . 

E. Wo r k ing Capi t al 

The u t i lity c l aimed an attriti o n year wor king cap i tal allowance of $53 , 300 , which we adjusted t o ($2,306 ) as follows : 

( 1 ) Negat i ve Pens i on Expense 

The ut i lity included pension e xpense in 
attrition yea r working capital , cons1 ... tent i nc lusion i n i ts test year wor king cap i t al. 

i ts 
with 

Based o n our dec ision t hat prepai d pensi o n e xpense s hould be inl cluded i n working cap i tal in t he 1987 test year , we f ind t ha t p r e paid pens i on expe nse s hould be i ncluded in attrit i on year working capita l . 

The prepaid e xpense i s on t he books becaus e of past overfunding of the plan due t o i naccurate estimates of pensi o n cost . It appea r s t hat the company used i ts best estimates o f pe nsion cos t witho ut acting impr ude ntly . The negati ve pe ns i on costs were used to offset other employment e xpenses in 1986 through 1988 . Therefore , ratepayers de r ived the be nefit o f the ne gative pe nsion cost that gave rise to the prepaid expense . 

From a poltcy pe rspect ive , Pub l ic Counse l bel i eves that inclusi on o f prepaid pension expense in worki ng cap1tal wou ld requite ruslome r s (who in the past 
overpai d pension cxpl!nsc through rates ) to now a l so pay a rc urn on Lhosc excess payments . However, because th~re •..,r.J s no c'lidcnce th.:lt Lhe company acted i mprudentl y in enimates , we bel ieve the prepaid expense should be tncluded in wo rk inq capital . 
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rn its o ri g ina l filing, FPUC i ncluded $ 33 ,000 in wo rking capita I fo r prepaid pens ions . An i ncrease o f ;£1,200 is necess ary to recognize t he inc rease in the prepaid expense t hat r Psu l ls from recognizi ng negat ive pens1 o n expens~ of $ 2 , 328 in the attrition y ear. As p revi ously d iscussed , we r e itcrule that we inc lude nega ti ve pen sion expense in worki ng cap ita l pendi ng the outcome o( Docket No . 861 170-PU , and t hat s uch funds a re subject to refu nd, with inte r est. 

FPUC c laimed that unamo rtized rate ca s e expen se of $7 6,600 s hould be included i n attrition y ear wo rking c ap ita l. The utility bel1eved that any reasonable a nd necessa ry c os t of doing business whi c h wa s paid pri o r to r eceipt o f rate rei ief s hould be a I l owed , which t hen i mpl ies a ca rrying cost associ a rcd with the unamo rtized balance . Public Counse l s uppo rted Staff's positi o n that Lh1 s expe n se s hould be e x c l uded from worki ng cap ital . T h 1s is consistent wi lh current Commission poli c y, as noted in Order No. 14030, Doc ket 
No . 640066-EI. 

We understand t h at removing unamorL i .t.cd ra t e case e xpense fr om wo rking capital r educes Lhe l eve l of earnings . However , we feel that th i s po li c y s trikes a balance between the i n tcrest o f rC'ILCpayers and s tockho l de r s , a nd s hould be an incen tiv to the company to ho ld d own the cost of a rate c ase where poss ible . Accord ingly, we will not r everse ou r cur r e n t policy of e xc luding unamort ized r ate case expense from wor k1ng cap i ta l, so $76,800 will be excluded from lhe utility ' s attrition y ear wo rking capital all owance . 

(3) Storm Damage Res9rv~ 

FPUC claimed a s t orm damage reserve of $19 , 300 , which would reduce a · Lt iLion ycJr working cap i ta l. 
The r eduction is based o n a requested expen se of $54,050 for a Prov1sion fo r Property Insurance , discussed below . l:l.1sed on o u r decision to al l ow a $17, 300 annual cxpen:,c f o r. Lhe P1ovision f or Pr o perty l11surance , we t ind It is app 1op r iale to include on ly $ 8 , 650 in the cal<. ul.;tJon of \.Je rking capital. wh ich will require an adJustmcnL inc r easi ng wor k ing capital $ 10 , 650 . 

I 

I 

I 
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(4) Unamortized Depreciation Study 

Wor king capita I must be increased $9,186 to 
inc lude the unamo rtized ha lance of the utility ' s 
upcoming dep r eciation s tud y, which i s discussed i n 
mo re detail be low. 

( 5 ) Trend Effects 

~loc king capital must be increased $1,358 for the 
effect of changing t rend factors for projected 1989 
expenses , whi c h is discussed mote comp l e tely bel ow. 

( 6 ) To tal Work ing Capital 

Based o n the forego ing adjustments , we find tha t 
t he appropriate test year wo rking capital is ($2,306 ), 
as shown o n the f o llowing chart . we h ave decid e d that 
a negative wo rking capi tal allowance, r athe r t h an a 
zero allowance (the amount expended ) is app r o pr iate . 
Arbitrarily increasi n g wor king capita l, by r a i s ing a 
negative wor king capital t o z ero, wo uld require 
additional dol lars of return on an i nf lated ra te 
base . However , Section 366 .06 (1), flor i da Statutes, 
a llows a utility t o earn a return o nly o n f unds 
actuall y inves ted in used and useful assets. 

In certain i nstances it would be approp t ia le to 
use a zero working capita 1 instead o f a negative : ( 1) 
if a nega t i ve allowance would ha ve the effect o f 
penalizing a utility for s ubs idization received from 
its parent, or (2) large accumulated losses have 
resulted in a balance s he et which is no l typical o ( a 
going concer n. 

In ou r op i nion, we were not c o nv i nced t ha L t he 
u til i ty has justified the use of a zero wo rki ng 
capital all owanc e . We therefore a l l ow ($2 , 306) as 
wo tk ing capilal al l o wanc e . 
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1-IORK I NG CAP £TAL 
13 MONTH AVERAGE - JURISDfCTI ONAL AMOUNT 

YEAR ENDED DECEMBER 31, 1987 

CURRENT ASSETS 

Cash 
Sinking Fund 
Wo rk ing Funds 
In te rest Special Deposits 
Divided Special Depos i ts 
Customer Acc ounts Rece ivable 
Accum. Prov. for Unco llectibles 
Materials a nd Supp li es 
Income Tax Receivable 
Pre pa yments - Insurance 
Prepa ymen t s - Pe ns i ons 
Pre payments - Other 
Clear ing Accou n ts 
Tempora ry Fac ilit ies 
Misc . De fer red Deb i ts 

Tota l Current Assets 

CURRENT LIABILITIES 

Accounts Pay able 
Salaries & Wages Acc ru e d 
Other 
Ta xes Acc rued 
Interest Acc rued 
Dividends Accrued 
Tax Collections Payable 
Vacati on Pay Accrued 
Storm Damage Rese t vc 
Me d. Ins . Reserve 

Total Cu rre nt Liabi I it ies 

Wor ki ng Capital 

!'\~Q_UNT 

$ 119 ,-il 5 
15 , 100 
l, 4 00 
5 , 800 

25 , 900 
866 , 38 2 
{10,000) 
289 ,700 

0 
5 I, 700 
34, 200 

0 
0 
0 

15 , 786 

_l ,_1__!2. 3 8 l 

$ 999 , 800 
29 , 453 
10 . 65'5 

108 , 400 
100 , 800 

500 
77 , 500 
54 , 03 L 

8 , 650 
27 ,90'0 

1 , <117,869 

( $2 , 30 6 ) 
•• ~•::::~c•:::••= 

I 

I 

I 
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F. To tal Attrition Year Ra te Base 

Based upon total at tr iti o n year 
$ 9 ,183,028, and wo rking capital of 
at t rition yea r rate base is $ 9 , 180, 7 22. 

net u t ility plant of 
($2 , 306 ), the total 

X. ATTRITI ON YEAR COST OF CAPITAL AND 
CAPITAL STRUCTURE 

Consistent with o ur decisio n r e garding the test year , we fi nd t hat t he appr o pri ate att riti o n year r etu r n o n equily to be 13.35\, with a range o f 12 . 35\ to 1'1 . 35\ . Bilsed on o ur revie•.o~ o f the reco rd , we will s et an att riti o n ye a r midpoint of 8.91\ f o r overall cost of c apital . 

Based upo n our r eview o f the reco rd, we approve the followi ng capital structure compone nts , amo un t s .and cosl r ates for the attrit i on yea r: 

425 



FlORI DA PUBliC UTiliTIES COHPAIIY 

(I<~RIANII A OIVIS IOH) 

COST OF CAPITAl - 1l HONTH AV(IIAC£ 

ATTRITION YEAR ENDING 12- 31-89 

CAP! U l ADJUSTED COST 

COHPO~EHT 41'0UNT RATIO IIATE 

COHHO~ EOU !TY 2,308,107 0. 2523 13.35 

PReFERRED EQUITY Ill. 518 0. 0124 4 .75 

LONC· T£1111 DEBT 3, 563.409 0.3896 9.81 

BAH( NOTES 944 ,157 0.10)2 10.30 

CUSTOH£R DEPOSITS 

ACIJVE 408.995 0.0447 a . 10 

INACTIVE 1 , 445 0. 0002 0 . 00 

INVESTHENT TAX CREDIT 

3~ 11,609 o. 00 1) o.oo 
POST '70 382.220 0 . 04 18 II. 08 

DEHIIIIED I NCOHE TAXES 1, 4 13,062 0.1545 0 .00 

TOTAl 9,146,522 1.0000 

,;;;;;:;;:;;.;.a-.-.•;;;; 

------------

11£ICHTED 

COST 

3.3688 

0. 0590 

3 .8219 

1.0632 

0.3711 

0. 0000 

0. 0000 

0 . 4630 

0.0000 

--
9 . 1470 

·---··-----
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The per books amounts in the abo ve chart were tak~n 
directly f r om FPUC's revtsed filing . We made a n adjusLm~::nt 
wh ich t ook the valu~ of Flo-Gas no n - regulated afCi liate 
ope rati o ns out of common equi t y a t t he tola l company l e v e l. 
Investor-supplied so urC'es of t:a pital for Marianna were then 
alloca ted to maintain Lhe same p ropo r t i ona l amounts a s in t he 
Company ' s consol i dated cap ital structure. Thi s adj ustment o n l y 
affected i nvestor-supplied sources of capita l because FPUC 
mai n tained that the amounts o ri g ina lly all ocated to Cu stome r 
Deposits. Investment Ta x Credits . and Deferred Income Taxes 
we re t he actu a l amoun ts i nc urred by the Ma r i anna Division . 

Our Staff made an adjustment which incteas cd co~non equity 
by $ 6 , 9 11 and decreased Deferred Income T axes by the same 
amount . A further working capi t al adjustmen t of $ 55 , 606 wa s 
a !loca ted pro ra ta o vet i nvcstor-supp I ied sources of capi ta 1. 
As wi th the e a r l ier adjustment . ot het sou rces of cap ital were 
not adjusted because t hose balances were lhe actua l amounts 
incurred by the Marianna Di v i sion . 

The approved cap l ta 1 structure includes occumu laled 
deferred income taxes for 
$ 1,413 , 500. 

Lhc 1989 projected Lest year of 

Deferred Taxes 

As a result of the t11x rate reducti o n of the Tax Refo rm 
Act of 1986 , FPUC accumulated excess defc1 red taxes whi c h h ad 
been collected (rom customers when t he Federal incllmc tax rate 
was h igher . IRC Section 203 ( c) r equires tha L deferred tax es in 
ex cess of the new ra te and re l ated Lo deprec iati o n method and 
life of publi c utility properly be flowed bac k us ing the 
av·erage-rate ass•Jmpti o n me hod . Unde r Lhis met hod , t he 
" unpr o tected" excess in the reser ve is reduced over t he 
rem1ining life o f the re la ted propetLy , begi nn ing in t he y ea r 
1 n which Lhe book deductions e xceed the La x deductiOns , and 
continuing ove r the remaining life o f the vintage year . Other 
defer red taxes, such as those resulting tt om book/tax basi s 
differences, arc " unprotected " in LhaL t he Code docs not 
restrict the time po11 0d Co r '.N t it t ng them back. The 
cequ i rements o f the Cod1• must bl! me t. in 1 hl! r<'Jl ment oC t he 
protected balances . 

We accept tho amortization of $11, 946 f o r 
deferred taxes . which was c.llculated by Public 
w1 ness Mr. Dittrrc •• bt~P l n Lhc company ' s records . 

protected 
Counse 1 · s 
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We find that the basis difference deferred taxes s hou ld be 
amortized over the rema1n1ng lives of the assets, since the 
basis differences are being depreciated as part of the assets 
to which they relate. While it is appropriate to match the 
amortizat i on of the deferred taxes with depreciation of the 
assets, unprotected deferred taxes should be amortized 
beginning when the related basis differences beg in reversa 1. 
We have calculated annual amortization of $3,294 under this 
combination of the two methods. 

I 

We also will increase the state deferred tax balance by I $542 annually, calcu l ated in the same manner as for the 
unpro tected federal balances. In t he c a s e o ( s tato defer r ed 
taxes, s i nce there are no protec ted balances, the deferred tax 
balance fo r each vintage yea r through 1984 s hou ld be adjusted 
ove r the remaining lives , beginning i n 1989. 

The total deferred tax amo rtizati o n is ($14,698), composed 
of ($11, 946) fo r protected Fede r a 1, ($3, 29 4) f o r unprotected 
Federa l, and $542 for slate tax amortization . An odju~tment of 
$876 reelecting the deferred Lax e f fect of an ad j ustme n t to 
pensio n expense brings tile t o tal deferred tax adjus tment to 
($13,822) . Applying thi s adjus t ment to the company ' s (iling of 
($10,936) o n l.,fR C-2d, page l, results in a total deferred tax 
expense of ($24 , 758) for 1989 . On an average bas is, the 
deferre d tax balance is reduce d by ($6,911), to $1,413,500. 

The parties agreed that the appropriate 13 month average 
balance of accumulated deferred lTC foe the 1989 projected test 
year is $393,829, which is the amount fi l ed by FPUC o n MFR 
D-1 a, p age 2 . 

I 
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XI. ATTR ITION YEAR NET OPERAT ING INCOME 

Items marked with an asterisk(*) were eit he r stipu lated 
or the utility's figures were approved . 

F'PUC 
Revised As 
Request Adjusted 

( I ) *Operating Revenues $2,779 , 142 $2 , 779 ,14 2 

(I r) Operating Expenses 

*A. Operate . & Maint. 1,713 . 262 1. 660 , 506 
*B. Depree . & Amort . 455 , 083 455,083 
*C. Amo rt . of ITC (21,989) ( 21 , 989) 
*D. Taxes Other Than 

Income Taxes 210 , 557 2J 0,5 54 
E. I ncome Taxes 

Currently Payable (16,461) ( 9 , 620 ) 
*F. Deferred I ncome 

Taxes (Net) p2 1 807l p4! 758} 
G. Tota l Opera ting 

Expenses $2 , 237 , 645 $2,269 , 77 6 

( I I I) Net Operati ng Income 4Sl.497 509 ,3 66 
••••••a:•~:~:•• ······=····· 

(I) Operat1ng Re venues 

The approp ri a te amount oC at tri tion year operat i ng revenue 
is $2 ,779,142, which was stipulated by t he parties . 

The company' s original Ciling included $2 ,714, 670 in 
revenue from sales of electricity, but did not include an 
adjustment for unbill ed revenues . At Staff's request. FPU..: 
provided a calculati o n o f 1989 unbilled revenues of $1,66 1 . In 
addition , Staff discoveted a company error which should reduce 
sales of electricity $159 . These adjustments re s ulted in the 
agreed upon level of operat1nq rcvan~e . 

429 
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(I I } Operating Expenses 

We find t he app ropriate amoun t of attrition year o perating 
e xpenses to be $ 2 , 269 , 776 , wh ich includes t he compo ne n ts and 
adjustmen ts noted below. 

A. Operat i o ns and Maintenance 

FPUC cla i med attr i tion y ear O&M expe n ses of 
$ 1 , 749 , 881 . We find tnat cer ai n adjustmen ts to th is 

I 

figure are necessary. Our adjus tments tota l $ 89 , 375 , I 
so we will therefore allow $ 1, 660,506 in O&M expenses. 

(1} Pr operty I nsurance Exp ense 

Fo r the 1987 test year, t he company reco rded 
a n actua 1 e xpense of $9 , 805 fo r prope r ty 
insurance, projected to increase $ 10 , 230 i n t he 
attr i tion year. In 1988, however , t he company' s 
expense for p r ope r ty insurance wus $ 9 , 432 , a 
decrease fr C'm t he amount recorded i n 1987 . Wh ile 
it i s d1ff i cult o p r edic t p r operty insurance 
r ates , it seems unlikel y that ins u r an'-e r ates f or 
1989 will decrease furthet , par t icula rly si nce the 
compa ny wi 11 cont i nue to acquire addi tio n a 1 
insu r ab l e p r operty and equipment . A l l par ti es 
agreed t h at the att r iti o n year expense s hou ld 
approximate the test year expense f or 1987 . 
Therefore , this expense was reduced from $10 , 2 30 
to $ 9 , 805 for attrition ye..Jr NO!, a reduction of 
$ 425. 

(2) Account 228-1 - Provision fo~e1ty Insurance 

FPUC requested an annua I allowance of $ 54 , 050 
to provide for a reserve for Property Insurance I 
( storm damage reserve) . This amount was based on 
the loss e x perience from Hurricilnc Kate i n 1985 , 
whi ch is the only experience that Lhe compa ny h us 
had in several years with a majo 1 storm . Tllis 
storm caused damages ot $173, 000 in 1985 and 
1986 . Expressed in 191\9 dollars by using customer 
growth and the Consumer Price Index, the c os t 
would be $21 6 , 200 . FPUC divided Lhi s amount by 
four years and requested an annual acc rual o f 
$ 54,050 in Lht s acc~unt . 
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Ru l e 25-6.014 3 , F' . A.C., Usc o L Accumula ted 
Provision Accounts, discusses establishment of Acco unt No. 228. l, Accumu I a led r r ov is ion for 
Proper t y Insurance ( previously k nown as Storm Damage Reserve). As set forth in the rule , t his 
account may be cstab l ishcd t o provide Cor losses 
through accident, f ire , flood , storms, nut.: Lear accidents and similar type haKards to the utility' s own property o r leased from others. 
which is not covered by insurance , and would include provision for deductib l e amoun ts contained 
in property loss insurance po l ices. The rule 
directs that a schedule of risk s be maintained g ivi ng a desc r iption o f properl y involved, 
cha r acter of risks covered , and acc r ua l rates . The 
accoun t shall be charged for all l osses not covered by insu rance in accordance with t he 
schedule oC r isks . 

The uti I i ty has pro posed a I eve I of expense based on one ~· term four years ago. The company 
does not have actcqualc record::; to suppo t 1. actual 
damages fr om olhc ( sto r ms in prio t years. In addition, info rm,tli o n was not furnished to su ppo rt 
loss experience!. rela ted to hazards , o ther than 
hurricanes, whi ch would be included in Accoun t 
228.1, Accumulated Pro vision Lor Property Insu rance . 

431 

We feel that il i s appropriate to normalize expenses caused by unusual events such as sto r ms , 
and therefore will a ll ow Lhe utility Lo estab li s h 
this account . We note, however , that as an alternative method of normalizing e xpenses , a 
utility could request special accoun ting treatment to amo rtize a non- r ecu r ring e xpe nse ove r a peri o d 
of years. We find that Lhe utility's request of $ 54 , 050 annual accrual to this accoun t i s 
excessive . Aside from the damages inflicted by Hurricane Kate. the t c was no record that the 
utility experienced mo re than $10,000 damages in any year. Publtc Counsel wttness Nr. Dittmer 
testified t h a a $17,300 annu al accrual would be a 
t casonable ~xpen.;; e Cor this 1ccounL . We ag t ec , 
and have reduc ed the utility ' s $54,050 (laquest by $36,750. 
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(3) Pension Exoense 

All parties agreed that attriti o n year pension 
expense is negative, but they did no t agree o n t he 
amount. For the 1989 attritio n yea r, e s timates of 
pensi o n c os t were pro vided by t h e company ' s 
actuary in two separate letters from Cla i re L. 
Wo lkof f. consulti ng actuary oC Buck Co n sultants, 
to Mr. Darryl Tro y, As s istant Treasu r er oC f PUC . 
The second, most recent letter is dated February 

I 

13 , 1989, a nd i nd i cates t hat the estimated pension I 
cost for 1989 i s ($21.000) ins tead of prev ious 
estimates of ($15,000 ) to ($75 ,000). 

we find that t he second letter provides a 
timely and reliabl e estimate of pensi o n cost for 
t he attrition year. The company's o ri gi n al filing 
i ncluded a negative pension expense in t he 1987 
test year and zero pension e x pens P in the 
attrition year. The estimate o C pension expense 
wa s revised after the actuary ' s February letter. 
Total company pension e x pense of ($21 , 000) i s 
al l oca ted based o n pay r o ll. t-1arianna's portion of 
14\, adjusted for capita l ization , produces a 
($2 ,328) expense for the attrition y ear . 

(4) Rate Case Expense 

Rate case expense is no r mally amorti2:ed over 
the expected period between r ate case Ci l ings . 
However, i t h as been approxi mately eleven years 
since t h is company ' s l ast electric rate case . 
fPUC attributes this to franc hi se nego tiations 
with the City o f Mari anna. These negotiat i ons 
ended in 1985 , y~t the company did nol file t h i s 
rate case unti l 1988 , thtee y ea t s later. F'utlhe r, I 
it has been approxi mate ly f our years since t he 
las t investor-owned electric utility ' s rate case 
befo re th 1s Comm i ss i o n. S inc e FPUC pu r chases 
almost all its power requirement s , it has no 
e xposure to rhe earnings a ttti.Lio n f r om increased 
production c osts ~xperie11ced by o ther electric 
utilities, as these costs a re automatica lly 
r eco vered thro ugh FPUC ' s app r oved fue l and 
purchased power adjustment clause. As a result , 
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it would appear that FPUC's next rate case wi ll 
most likely be more than t hree to fou r ye ars in 
the future . as is no r mal ly assumed for 
establishing rate case expense amortization. 
Therefo re, we f ind t~dl a five year amo rtiza tion 
peri o d is reasonable for FPUC . Tf the company 
requesls another rate increase in Less than five 
years and carries a n unamo rlized balance on its 
book s as a result of this case , we will consider 
appropriate treatmenc of the balance at that time. 

In its original r equest , FPUC pro jected 
$ 91 ,611 in rate case expense , which was later 
r ev ised to $ 99,000, and finally to $102,984 
($34, 328 per y ear over three years). This 
constitutes a $ 3 , 791 increase over t he orig inal 
filing. Acco rding to FPUC, acLual rate case 
expense through January 31, 1989 wa s $73 ,339, with 
an estimated additional $ 29 , 645 in expC'nse during 
January through ,June, 1989 . FPUC appear :> to have 
counted January e xpe nse twice since actual 
expenses are ca l culaled through Janua ry 31 

We d o not ( ,eel it wi se t o a ll ow FPUC to 
increase the projecled amount in Lh is account and 
ignore the possibility that. proj~cled a10ounts i n 
other accounts may have dec t cased . We therefore 
allow $91, 611 a s rate case expense , and we will 
increase FPUC's attr i tion year O&M expense by 
$12,215. 

( 5) Deprec iatio n Study 

FPUC c ommiss i o ned a depreciati o n study to be 
comp leted in 1989, as required by Rule 
25- 6 . 0436 (8)( a ), F'.A . C . Thi s expense will 
there(o re be inc ur red in the altrition y ear. 
FPUC · s c o nsu I t ,,nL , Sto ne and Webs ter, estima ted a 
f ee o ( $10,000 Cor the study , based on time and 
ma telial s . The ulility wi s hed Lo amortize this 
e xpe n se o ve1 to111 y ea 1s , to wh i c h Public Counsel 
obj ected. While we are 1ware t hat pro f o r ma 
increases c an disto r t a utlliLy ' s financial 
projections b~cause o (fsctti ng d educ:L i o ns are no t 
given c o ns idctati o n. we will allow this expense 
Jdjustmen t becau~e i L i s a known expense. 
Ar~ortized o ver four year s , Lhe y ea rly e xpense will 
be $ 2 , 625 . We a l so increased wo rking capital 

433 



434 

ORDER ~0. 21532 
DOCKET NO. 880558-El 
PAGE 33 

$ 9 ,186 to include the unamortized ba l ance , a s 
noted above. 

( 6 ) Trend Ef f ects 

I n der iving att ritio n year 0&~1 e xpenses , F'PUC 
o r i g ina lly projected that i n f lal ior1 wo uld aYe rage 4 . 31\ fo r 1988 and 5 . 3% Cor 1989 . Our Staff u sed 
data from Review of t h e U.S. Eco nomy, Janua ry , 
1989, a nd de termi ned that 1988 infl ation averaged 

I 

4.1% and 1989 inf lation •..1ould average 4 . 6\ . The I company agreed to l ower its estimates for both y ea r s to 4. 1\ and 4.6\ for 1988 and 1989 , r espect ively . The company projected t hat payroll 
increases would average 4\ in 1988 and 5\ in 1989. I n fact , payro ll i ncreases ave raged 2.81\ 
f o r 1988 , with a projected increase of 5\ for 19a9. Since Staff's calculations inc l uded actual 
1988 payroll inc r eases of 2 . 8 1\ , tt-e comran y 
agreed to use t h is figure fo r the 1988 t rend factor for payro ll. There were two o ther 01 iginal 
company calcu l ated percentages which c h a nged 
because t hey had b een der ived from either payroll 
or inflation. Inflation X Customer Growth changed 
from 106.26\ to 106 .05\ Co r 1988 a nd 114 . 14\ to 113.14\ for 1989 . Payro ll X Customer Growt h 
changed from 105.94\ Lo 104 .73\ for 1988 and f r om 113 . 46\ to 112 .16\ for 1989 . 

Therefore, the appropr i ate t rending (actors 
are li s ed in the chart below: 

Trend Basis 

No Trend Basis 0 
Inflation Only 1 
Customer Growth 2 
Payroll Increases 3 
S ales/KWH 4 
Revenues/$s 5 
Plan t 6 
Inflati o n X Cust . Growth 7 
Payroll X Cust . Growth 8 
Other 9 

Pro j ect i o n Years 
1988 

0 . 00\ 
104 . 10 
101.87\ 
102 . 81°6 

97 . 82\ 
I 0 I. 56\ 
107.27\ 
106.05\ 
104 . 73\ 

1989 

0 . 00\ 
108 . 89% 
103.90\ 
107 . 95\ 
102.50% 
105 . 35% 
116 . 35% 
113 . 14\ 
112 . 16% 

I 
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Since the company proj ec ted 1989 e xpenses , i t is 
necessary to use vari o u s fact o r s to recogn ize that 
economic and s peci fie company events affect t he amount of 
cha rges incurred in the c ourse of conducting bu s i ness 
activities . As indica ted J bo ve , several facto rs changed 
as a result of changing economic conditions or company 
po licy. Anticipated inflation and pa y 1ncreases for 
company emp l oyees in 1989 dec rea sed, as did related 
factors (lnflatio n X Customer Growth and Payrol l X 
Custome r Growth). Si nce the k nown test year numbers are 
multiplied by certain facto r s to calcula te a projected 
figure o ne o r two years in the future , it is necessarily 
o n ly a n approximation o f the actua l numbe r. Not to use 
the most current fiqurcs avai !able for such items as 
anticipated inflati o n o r c ompany po licy changes f o r 
payro ll inc reases would fur ther disto r t t he pro jection. 
Using current facto r s wi 11 tend to more close ly 
app roxi ma t e the ac tua l 1989 expenses . 

435 

B. Attri t i o n Year D~~ial~and Amo r t izat i on 

The approp ria te amoun t o f attr iti o n year deptec.alion and 
amortization expense i s $4 55 , 083 . 

C. Attrition Year Taxes Othet Than Income T a xgs 

FPUC o rigi nally ca l c ulated attriti o n year Taxes - Other as 
$ 210 ,394. The parties s tipul a ted that thi s e xpense should be 
increased by $1,177 to reflect the rece n t inc rease i n the 
regulatory assessment fee f rom 0.000833 to 0 . 00125. When 
adjusted by the app licable trend fa c tors , as s hown bel ow , t he 
appropriate amount of Taxes Other i s $ 210 , 554 f o r the 
attrition y ea r . 
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Tyee o f Ta x 

Federal Unempl o y ment 
State Unemplo yment 
FICA 

State Intangib l e 
Regulatory As sessmen t Fee 
Real and Persona l Prop. 
State Gr oss Receipts 
Emergency Excise Tax 

Other Occu pa tiona l 
License 

TOTAL 

Trend 
Basis 

FL.AT 
FLAT 
RATE !NCR./ 
Payro l l 
Revenue 
RATE l NCR./ 
Pl an t 
Revenue 
ACRS 
Deprec i a . 

I n f l a t i o n 

D. Att.it i o n Year lnccme Taxes -Current 
E . AtJ,.ritj__on Year Dcferrcd_I!!x 

1989 
Attr..:.......Y.!:. 

$ 1, 186 
14 2 

60 , 920 

796 
3 , 53 0 

99 , 680 
40. 18 5 

2 ,4 18 

I I 69 7 

$ 2 10,554 
•a•••••• 

The comp any requested La x e xpens e totalling ( $~6 . 973 ) on 
its MFR C-2d. p age 3, i ncl u ding ClJ rrent tax o f ($24,048). 
deferred tax o f ($10,936 ) and lTC o f ($21 , 989 ) . 

We ma de: an adjustment o f $ 33 , 26 1 t o Lhe requested c urrent 
tax e x pe nse for the tax e ffect of pre viou s ly-di scussed 
adjustments to r evenues and expenses . The i nterest 
reconc iliati o n and i n teres l s ync h ronizat i o n adj ustmen t s , 
ca lcula ted t ogether. reduce c ur rent tax by ($18,833 ), to 
($9 , 620 ). 

I 

I 

The deferred tax expense pro po!.ed by F'PUC r eflects I adj ustments to r efund e xc ess deferred taxes r esu lting fr om the 
dec teas e tn the Fede r a I co r porate tax rate to 34\ and the 
inc r ease in the state raLe to 5 . 5\ . we wil l f urthe r reduce 
t hi s e x pense by ($1 4,698 ) for the e x cess deferred t a x 
adj u stment a nd inctease i t by $ 876 Co • the cfCecL of o ut Qth'• 
adjustments. The net reductiOn o f ($1J , 8 22 ) resul s in 
deferred tax expense o f ($24 , 758) . 
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f . Amo r tization of Inves t men t T ax C t edils 

The proper amount of investment tax credit amor t i za tion 
expense i ~ ($21 . 989) . 

G. Net Operating Income 

Based o n our fi ndi ngs and the st ipul at i o n s noled above, we 
find fPUC ' s attrition y ear NOI to be $ 509 , 366 . 

XII. ATTRITION YEAR AND TOTAL REVENUE INCREASE 

Based o n t h e f o r egoing determinati o ns o f rat e base , NOI 
and cost oi capita l Cor the at t riti o n ye ar, we fi nd !"PUC' s 
required r evenue i ncrease fo r the attr it ion y ear to be 
$ 172,065 . Added to t he test y ea r increase of $3 67,655 , we 
approve a total annua l revenue increase of $ 539 ,720. As 
prev i ous ly noted. $ 2 , 738 annua lly sha ll be he l d subject t o 
refund with interest pending the ou t come o( Docket No . 
88 1170-PU . 

We h ave u sed the s~ ipul alcd revenue e xpansion ( actor o ( 
1. 6322 for the at t rit ion y ear as s hown on the f o l l c >~i ng chart. 
The facto r takes into account t he 3'1% fcde t al i ncome tax ra t e 
in effect during 1989 when t h e r evenue wi 1 1 be co llected , as 
loiell as t he i ncreased regulator y asse:;smcut fee . 

Application of Revenue Expans i o n facto r 

Revenue Requirement 
Unco ll£= tibl e Account s 
Gross Re~eipts Tax 
Regulato ry As sessment fcc 

Net Before Income Taxe~ 
St ate Income Tax Rate 

State lncome Tax 

N!'l Before federal Income Ta x 
federa l Tax Rate 

Feder a 1 Income Tax 

Net Operating rncoml! 6 1. 26679':} 

Het Opera~ing Income Mull.pliet 

100.000000 
( 0.1 13800 ) 
(1. 500000) 
(0 . 125000) 

98.231200 
5 .5000% 

5 .4 02716 

92 . 828484 
34 . 0000\ 

31.561685 

............ :11 

1. 6322 
·······•=:z•• 
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X l I I. RATI::S 

Cost o f Service Al l ocations 

The 
FPUC ' s 
revised 
average 
demand. 

parties stipulated that the methodologies used in 
r evised cost of service s tudy a r e r easonable. The 
study incorporates an allocat i o n of Account 369 , 75\ on 
number of customers and 25\ on cl ass no nco inciden t 

Purchased Power Demand Charg e Cos t s 

FPUC purch ases virtually all e l ectricity necessa ry to 
ser ve its customers . All purchased power costs ( demand , energy 
an d fuel c h arges ) arc recov e r ed t hrough the Commiss i on' s f u e l 
clause o n an equa l cents/KWH b as i s , e xcept for l ine l osses by 
class . The parties stipula ted t hat t h e d emand charge po rti o n 
of the purchased power cos t s hou ld be allocated to rate c l asses 
on a 12 CP basis , and r ecovered t hrough c l ass-specif i c KWH 
charges . The speci fi c c ha rges for purchased power demand cost 
should be separately identified , and s ha ll not be rolled i nto 
base rates. Recovery oF such costs sha l l cont1 nue to be 
tracked t hrough t he fuel docket , with over-o r u nde1 recoveries 
t o be trued-up i n the f uel docket . Thi s c ha nge s h a ll be made 
a t the beginning o f a s ix-mo n t h per i od in the fuel docket, 
rather than at t he time the utility' s new base rates go i n to 
effect . 

Allocation of Revenue lncreases Amo ng Rate C l asses 

The u tility ' s revenue inc r ease s hould be spread among r ate 
classes in a manner that moves class rate of re turn indices as 
close a s is r easonable to par i t y, o r the s y stem ra te of 
return. The RS and OL-2 classes , whose r ate of r etu rn indices 

• 

I 

a r e below pa r ity, wi II receive i ncreases of 13\ in total 
revenues (based o n estimated purchased pO\oler costs ) after I i mpl emen tation of the change in the a llocation of t he purc h ased 
power demand charges. The SL-3 c l ass , t he rate of retu rn of 
which is also be l ow parity , wi 11 be increased such that it s 
ra te of retu rn index is .5 . The rcrnilinder of the increase not 
required to fund o ther stipu l ;ned issues s hould be distributed 
between the GSD and the OL c l<~s ses, mov i nq them to the same 
rate of return . 
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The r ates of r eturn by customer c l ass with the revenue 
inc r ease we have app r oved are : 

Ra te Code ROR/Index 

RS f...93\/ 0.76 
GS 12 .81\ / 1. 40 
GSD 11.54\ / 1. 26 
OL 11.53\/ 1. 26 
OL-2 8 .11\1 0.95 
TOTAL. OL 10.01\/ 1. 09 
SL-l/SL-2 13.87\/ 1. 52 
SL-3 4 . 54\/ 0 . 50 
TOTAL SL 11. 55\/ 1. 26 
TOTAL RET 9 . 15\/ 1. 00 

Customer and Demand Cha~ges 

\ole fi nd thal the f o ll ow ing changes in c u slorn" r c ha rgr:! S arc 
appropriate: 

RS 
GS 
GSD 

Prcscnl 0pp r ) v ed 

$ 5 .00 
6 . 50 

15 .00 

$ 6 . 65 
9.20 

3 5 .00 

These charges are made to movo the c harge c l ose to the 
company's c u stomer unit cost. 

Demand c harges for the GSD cl ass sh<~ll be increased from 
$1. 65 per KW to $1 .94 per KW. To reduce the i mpact of the rate 
increase o n l ow l o ad f acto r custome r s . we h ave set t he d emand 
charge below uni t cost o f $ 2 . 4 0, l eavi ng the no nfuel energy 
charge near its c urre n t l e vel . 

GSO Rate Schedule 

r~inimum Bi ll Pr ov i sion. FI'UC"s current GSD r ate schedu l e 
includes minimum charges equal t v tht! customer ch<Hge plus the 
demand charge for the :tllnlmu. K\-1 t o Lake :;c rvice o n that rate 
schedule . 'tie find that ht s rr. tntmum charge pt o vi sion (which is 
actually a mi ni mum b1llinq dern,1nd pt o vi:;i o n), s hould be 
el i minated from the GSD cntc :schedule. Such a minimum cha t ge 
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pen a 1 izes those customers whose maximum demands happen to fa 11 
near the class break po int. However, customers whose maxi mum 
demdnds fall near t he class break point do not neces sarily 
impose a proportionately l arger cost burden on t he utili t y. 

Ratchet Provision Eliminat i o n. iPUC presently h as a 75\ 
ratchet provtston on its GSD rate schedule. The parties 
stipulated that the provision be elimi nated, tn accordance with 
ou r policy. 

I 

Written Contract. FPUC's p r esent GSlJ rat e sche(.ule requires a I written contract for a period o f one or two years . However, in 
r ecent years the utility has not required a written c ontract, 
and we therefore approve the util i ty ' s proposa l to eliminate 
the rate schedule provision requiring a written contract . We 
f urther approve a twelve-month minimum term of serv i ce rather 
than a term of " o ne o r two y ears" as the schedule presently 
provides. 

Power Factor Percentage Goal. FPUC ' s power factor percentage 
goa I is 80\ for its GSD rate power factor c I ause. Th"! pa r ties 
stipulated that the goal be increased Lo 85\, whic h is 
consistent with the goals maintained by other Flor i da 
investor-owned utilities. 

Primary l<letering Di scount. FPUC's presen t provision for 
prirnary voltage discount states that the utility may meter at 
secondary voltage and add losses to adjust to primary 
metering . FPUC agreed with our Staff that this provision does 
not properly adjust f o r meter ing differences between primary 
voltage and secondary voltage customers, and that tn t he 
future. transfo rmation losses of 1 .0\ should be credited to 
primary voltage customers' bills to adjust for t heir line 
losses . Both the bi l ling KW and K~IH should be adjusted for 
primary voltage customers who o wn their transformers . 

IJansformer Ownership Discount . The compa ny's ptimary voltage 
discount credits custome r s ' bills for the average c os t of 
transformer equipment allocated to the GSD rate . The company 
had proposed o n 80i/KW discount which removed the cosl 
associated with poles. line t illlSLOtrncrs . and seconda ry lines 
from the GSD rate. The parttes stipulated that only the 
averaC)e c ost associated w1th t ransfounat tOn equi prncnt should be 
c redited to prima ry volt.'ti)O cu Lorners t~ho own their 
transformers. This is consi s tent :-Iit h Lh•' practice o C o thct 
investor-owned utilities as well as past Commission policy . 
This credit should be set at $0.4 4 /KW/mon th. 

I 
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Applicability Critcri~. The company h as no policy established 
Co r determin i ng how oflc-n a customer ' s demand must mee t or Pxceed 25 KW for the customer to be placed in the GSD category. we find that the company should develop c 1 iteria to 
be consistently applied to dete rmine wh i c h customers should be in the GSD class. Standardized crite ria wi II ensure tha t all customers a r e tr~ated consistently in the c l assification process. 

Also, the company has no provision in its demand class Cor a nondemand customer t o o pt up to a demand rate c lass. One goal of rate design i s to group customers wi th homogeneous usage characteristics , the most i moortcwt of which is load factor. To avoid excluding smal l but hi gh l oad factor customers in the demand class , we find t hat sma ller nondemand customers should be a !lowed to opt fo r a demand rate if it i s advantageous to them. Customers op t ing fo r a demand rate should be required t o remain on that rate Cot at least 12 months . 

Implementati on of GSLD Rate_ SShC'dule 

fPUC pro posed to implement a sepHate 1aLc class for custome rs with maximum demands over 1,000 KW. The parties stipulated that the customer load Cacto1 o f the four proposed GSLD custome r s d ocs no t justify c r eation o f a separate rate class. Al so , the utility did no t present any evidence to show that the cost to serve these large customers warrants a separate r ate class . 

Elim1nati o n of RST Rate 

FPUC presently has RS and RST rate schedules . The RST rate applies to residenti a l and commctcial water h eating service . The parties s tipulated that the utility should eliminate the RST rate schedules because it is no t cost-based . RST customers· water heate1 s are l oad managed for a maximum or 30 minutes a day, 15 in the morn ing and 15 in the afternoon or evening . The compa ny can not quantify savings att1ibu table to this l o ad management and t he RST r a t e does nor r ecover trw costs o C the RST meters and Li mers . 
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Sports Fields 

FPUC curren t ly allows sports fields opert~ted by no n-prof it 
o r gani za tions and having connected loads of l ess than 300 KW to 
be served under the GS rate schedule . All o lher general 
service customers whose demands exceed 25 KW must take se rv ice 
on GSD. We find that these custome rs s hould be required to 

I 

take service under t he GSD rate schedule. Howeve r, 
transferring sports field customers to the present GSD rate 
schedule would result in an excessive increase in their rates. 
Therefore, a transition rate should be estab lished , with the I sports fields to receive the maximum percentage increase in 
total revenues granted to any other (; \ass, with a non-fuel 
energy charge of $0. 018993/KWH and a customer charge of 
$1 2.00 . Further, these customers s hould be given t he option of 
taking service under the GSD rate schedule. The transiti o n 
rate shall be in effect until the utility's next rate 
proceeding for this d1vision, at which time this Commission 
wi 11 either place these customers on the GSI> rate schedule or 
establish a new transiti o n rate. 

Standby Rates 

The company' s tariff presently in~ludcs Breakdown/ 
Auxiliary serv ice. This provision should be remov<:d from the 
company ' s tarifC. with s t andby/supp l emental rates to be 
i mplemented no l ater than three months from Lhe dale of this 
Order, d esigned in acco rdance with Order No . 17159 for recovery 
of the customer-related and local faci liLies costs. Because 
the company is a non-generating utility, costs for Production 
and Bulk Transmiss;on must be devel oped to recover standby 
customers · impact on the company ' s who l esil le purchased power 
costs . we note that the implementation of standby/supplementa l 
rates have no bas~ revenue impact beciluse no customers 
presently require such service . 

Adjustment to Unbi !led Rcvenu~ 

An adjustment to unbi lied revenue i s nccesst1ry to account 
for the energy delivered during !988 bul bi li ed afte r January 
l , 1989, under the ne~t rates . Su~h unbi I Led energy occurs 
whenever there a r e cycle - bill ed cu s t omers, o r cu s t o mers who are 
not billed o n a calend il r •non Lh basi s . This adjus tment has the 
effect o r: reducing the r cvPnue r e qu i rem~nl s o t eac h c I ass , 
s inc e mo re revenue will b~ rec~1vad f o r a po rti o n o f the energy 

I 
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actual ly produced in 1988. Since all of FPUC"s customers ace cycle-billed and increases have been requested Cor a ll c l a~ses . we will allow the utility t o spread the increased revunue across all classes in the same proportion that the base revenue increase is allocated. 

Service Charges 

We approve the following revised service charges , which we find to be cost-based: 

Company 
Present _yg_ !!E.P..f.Oved 

Initial Connection $10.00 $3 l . 4 9 $30.00 Reestablish Service to 
Inactive Account 7.00 1•1. 10 15.00 Temporary Disconnect 
the n Reconnect 7.00 25 . 02 25 . 00 Reestablish Ac tive 
Service 7 .00 15 .74 15.00 Reconnect after Disconnect 
foe Nonpayment 10.00 3 J. 27 30 . 00 Connect and Disconnect 
Temporary Service 10.00 29.08 30.00 

Street L i ghting 

The company has three st reet l ighting service rate schedu l es , SL-1, SL-2 and SL-3. Rale schedule SL-2 is applicable f o r mercury vapo r street lights and SL-3 for high pressure sodium vapor lights. SL-l is applicable to the City of Mari anna foe street lighting and is a significantly lower rate than SL-2 or SL-3. We f ind that the SL- l rate schedule should be eliminated and the City of Marianna should be required to take service o n the same rate schedules as all other st reet lights . 

However , immediate ly tnnsf.,rrinq the City of f·lariannd t o he SL-2 ratt: schedule ·.-~oul d ";suit. 1n an excessive inctease in its street lighting ra te . Thcri! Co re , a tra nsition rate s h ould be establi s he d as a fir st !;l•'P t owatd mov ing r1a ri a nna to the appr~priate r ate schedult•. Tlte City o f ~·1a ri anna {SL-1) s h ould 
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receive the maximum percentage 
granted to any other class, with 
rate of $0.03853 4/KWH. This rate 
utility ' s next r ate proceeding for 
this Commission wi 11 either place 
SL-2 rate schedule, or establish a 

increase in toLal revenues 
a no n -fue l energy transition 
should be in e (fect until the 
thi s division, at wh ich time 
the City of Marianna on the 

new transition r a te. 

We do not approve FPUC ' s proposed street and outdoor lighting rates . as shown on its HFR Schedule E-l7d. Instead, He find that the non-fuel energy charge fo r OL , OL-2 , SL-2 a nd 

I 

SL-3 s hould be set at unit cost . Maintenance charges shou ld be I set to recover each r ate class's operati ng and maintenance e xpe nses . Pole charges should be i ncreased to $1 . 95 , and Uxture charges shou ld be set at rates which would produce the rema inder of each c l ass's revenue requirement. Our approved r.Jtes are shown i n Schedule 5 , attached hereto . The rates were designed to r ecover each class ' s revenue requirement . 

XIV . INTERIM INCREASE 

The company was granted an interim r ate increase of $473,603 purs u an t to Secti o n 36b.071, Florida Statu tes . by Order No . 20472 issued on December 20 , 1988. The interim increase was calculated on a Df?cember 31, 1987 test yeat which is the same test year used herein, a nd , was approved sub" ect to refund pending the outcome of t h i s docket . ln genera l, a refund should be order ed if it is necessary to reduce the tate of return during the pendenc y of the proceeding to the same level wit h i n t he range of the newly autho rized rate of retu rn which is found fair and reasonable on a prospective basis, as provided by Chapter 366 . 071 , Fl or i da Statutes . 

In this docket, the interim increase o f $47 3 , 603 was calculated using an 8.8\ rate of return, whi c h is l ower than the rate approved herei n. Therafore, no r efund is necessary. 

XV. CONCLUSIONS OF LAW 

l. Fl o rida Publi c Util ities Company i s a public u tility within the 'lleaninq of S~ction 366 . 02, Flortda Statutes, and is sub)ect to he JUrisd i ct i o n o C his Commission. 

I 
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2 . Thi s Commission has l ega l au t ho rity t o appro ve an historic test per iod as t he basis for ratemaking , in t his case the period ended Dec ember 31 ,1987. The Commission f ur t her has statutory authority to app r o ve a nd consider a n attriti o n year test period for ratema ktng purposes . T he appropriate attrit i o n year period i n t h is case is the y ea r e nd i ng December 3 l, 1989 . 

3 . The adjustments t o rate base made in t h is o rde r are r easonable and prope r. The ut ility' s ave r age adj u sted rate base is $7,926 , 477 fo r t he test y ea r e nding December 31, 1987 . Rate base f or the att riti o n y ea r ending December 31 , 1989 , i s $ 9 , 180,722 . These rate base amoun ts represent the p r o per ty u sed and u seful in serving the pub l ic and o n wh ich the utility tS e nti t led by law to earn a Lair rate of return. 

4. Each o f the adjustments made to t he company's o pe r a ting income made or app roved in Liti s o rde r a r c r eJsonable and proper. Fo r ratemak ing purposes , Fl o • ida Pu h l ic Utilities Company' s net operati ng i ncome f or t he te!'> t y ear endir.g Decembe r 31 , 198 7 , i s $1180, 998 . Net o perating income Co r the peri od end ing December 31. 1989 , i s $ 509 , 3&6 . 

5 . T he tes t y ea r r ate of return o n t he equity of f l o rida Public Ut ilities Company l ies in the rang o..: u f 12.35\ t o 14 . 35\ , with a mid-po int of 13 . 35\ . T he mid-poin t of the overall rate o f r etur n Co r the test y ea r i s 8.91\ , wi. t h a range from 8 .57\ to 9 . 24\ . 

6 . The attr i tion-yea r return o n equ ity lies withi n the range o ( 12.35\ to 14 . 35\ , wi th a mid-po int of 13.35\ . T he mi d -po i n t of the ove r a ll r ate of re t urn for the attrition yea r is 8.91\ . 

7 . Florida Public Utilities Comp an y is authori zed t o i ncrease its rat~s and charges $ 539 , 720 annuall y in its 1>\a ri anna divtsion. 

8 . The ra e schedules and changes .lppt o vcd tn Lhts 0 1dcr ate fair, jus Jnd reasonable . 

9 . Fl o r ida Public Ut tl ities Company t ;; p t ovidi nq ,lclequ ate service as r equired by Cha ple r 366 , F'loCld.t S t ululcs , a nd Chaptet 25-7 , Florida Administrative Code . 
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Now , therefore, in con sider at i on of t he above , it is 

ORDERED by t he f lor i da Publi c Serv ice Commission that Lhe 
findings of fact and conclu s i o ns of law set out in t h ts otder 
are hereby approved. It is further 

ORDERED that the stipulations e ntered i n to betwee n fl o rida 
Public Util i ties Company a nd the Commission Sta(f and between 
Flori da Public Utilities Company, Sta(f. and the Office o( 
Public Counsel to reso lve specific issues in t hese p r oceedings 
are hereby approved and adopted in t hi s o rder. It is further 

ORDERED t ha t Flor ida Pub lic ULiliLi~s Company is 
authorized to co llect increased r evenues of $ 539 ,7 20 annually, 
in its Mar i anna division. It is f ur ther 

ORDERED that florida Public Utilities Company shall f ile 
revised tarif fs r eflecting the rates and charges appro ved in 
this o r de r. It is further 

ORDERED that Florida Public ULililies Company shall 
establish an Account No . 228 . 1, Accumulate ' Prov ision fo r 
ProperLy Insurance, in Jccorda nce with Rule 25-r. . Ol 43 , F l o r ida 
Admini s trative Code , Jnd as approved in this Otde r. rt is 
further 

ORDt::RED that Flo r ida Public Utilities Company s hall ho ld 
the annual amount of $ 2 ,738 subject t o refund pe nd ing our 
decision in Docket No . 881170-PU, as di scu ssed herein. IL i s 
f ur ther 

ORIJERED thilt the rate increase authori z ed in this o rder 
shall be effective for billings rendered for all meter readings 
taken o n dnd atter June 25 , 19 89 . It i s further 

ORDERED thal Fl o r i da Public Utilit i es Compa ny s h a ll 
include in each bill. in the first bil ling c y cle ::> f which t hi s 
increase is efEective, a bi II s tuffer explaining the nature of 
the i ncrea5e, average level of the inc•easl! , a s umma ry of 
tariff changes, and thl! reasons therefo r . The bill stuffer 
shall be submttled to the Commission · s Division o r Elo:!c lric dnd 
Gas f o r approval befo t e i wplemcn tat i on. 

445 
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By ORDER of the Flo rida Pub lic Service Comm i ss ion , 
this -1.2-tb.- day of -IUL.J.. ______ _ , !982 _ 

~-
Division o f Records and Reporting 

( S E A L ) 

f1ER 

NOTI CE OF FURTHER PROCEE~GS OR JUDIC I AL REV I EW 

The Flo rida Public Service Comm i ssion i s required by 
Section 1 20 . 59(4 ), Fl or i da Statutes, to noti(y par ties of a ny 
administrative hearing o r judicial r ev i ew of Coll1lll ission orders 
that i s availab l e und~r Sections 120.57 o r 120.68, Flo rida 
Statutes, as well as the procedures and time l imits tha t 
appl y. This no tice s hould not be construed t o mean all 
requests f or an administrative hearing or judicial r eview will 
be granted o r r esult in the relief soughl. 

I 

I 

Any party adversely af fected by t he Commiss i o n ' s final 
action i n this matter may request; 1) reconsideration of the 
d ec i s ion by fil i ng a motion for r econsideration w i th the 
Director , Divisio n of Records and Repo r ti ng w i t hin fifteen ( 15) 
days of the issuance of t h is o rder i n Lhc fo r m p r e sc ribed by 
Rule 25-22.060, F lorida Adminis t rative Code; o r 2) judicial 
review by t he Florida Supreme Court in the case o f an electr i c, 
gas or telepho ne utility o r the First District Court of Appeal 
i n t he case o f a wa ter or sewer uti 1 i ty by f i I ing a no t ice of I 
appeal with the Direc t or , Division o f Records and Repo r t ing and 
f i 1 ing a copy of the no ice of appea I and the Ci ! 1 ng f ee with 
the appropriate court. This filing must be completed with in 
thi rty (30) days after the issuance of this o rder, pursuant to 
Ru l e 9 . 110 . Florida Rules of Appellate Procedure. The notice 
of appeal must be 1n the t o rrn ::.pecified in Rule 9 . 900(a), 
Florida Rules of Appell ate Proc~duce . 
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I 
ORDER NO. 21532 
DOCKET NO . 880558- EI Schedule 3 
PAGE 51 

flOIIIOA PUILIC UIILIIIES COIPAIIT 
(MARIANNA DIVISION ) 

COS! Of CAPII AL • 13 HOIIIH AVERAGE 
IES I TEAR ENDED 12· 31 ·117 

CXl>MISSIQII 'vUff: 

AOJUSI EO fOR STAff StAFf X 
CAPitAl PER NONRECULA lED SPEC I Fl C GENERAl SIAH COS! IIEICHIED 
COIPOHENI IIOOI:S AH ILIAIE AOJUSHIENIS AOJUSINENIS AOJUSIEO RAllO RAIE COST 

CtNOI EOUITT 2,611J,915 2,402,120 49,444 2,451, 564 0.3093 13.35 4.1290 

I PREFERRED EOUITT 111,161 121,932 2,510 124, 442 0.0157 4.76 0.0747 

LONC· IERIC DEBT 2,061,447 2,257,149 46,459 2,303,6011 0.2906 9 .69 2.11161 

BAll( NOTES 762,470 al7, 792 45,756 17,244 Q()() , 792 0.1136 7.112 0 .88117 

CUSICJIER DEPOSITS 
ACI IE 351 ,3211 351,3211 351,3211 0 .0443 9.00 0.39119 
I MAC! IV£ 7,134 7,134 7,134 0.0009 0.00 0 .0000 

INVESINENI lAX CREDIT 
3X 15,123 15,123 15,123 0.0019 0.00 0.0000 
POSI '70 417,950 417,950 417,950 0 .0527 11.40 0.601S 

DEFERRED INCCJIE TAXES 1,354,536 1, 354,536 1,354,536 0. 1709 0.00 0.0000 ............ .. ..... ........ .. . . . ........ . ............ ... .... . .. ....... ...... ... ..... 
IOIAL 7,765, 064 7. 765,064 45,756 115, 657 7,926,4n 1.0000 11.9087 ........... -=a:lL•···---· . ......... . ._ ........ •••••••••• ••••••••e• 

COST RATE fOR POST '70 lTC· 

IIEICHIED 
COS! COS! 

OOUI.RS RATIO RAIE RATE 

I 
................ .................... .. .............. ....... ......... 

CtNOI EOU I TT 2,451, 564 0.5024 13.35 6.7on 
PREF ERRED EOUITT 124,442 0.0255 4 . 76 0.1214 
lONC· IER" DEB! 2,303,6011 o.4nl 9.69 4 .5745 ................. ................ .. ..... ....... 
tOTAl 4,879,614 1.0000 11.4031 .. -......... .......... . ......... 
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ORDER NO. 21532 Schedule 9 
DOCKET NO . 880558 - EI 
PAGE 68 

FlORIDA PUBliC UTili l iES COHPANT 
(liAR lANNA DIVI S' OIIl 

COS! OF CAP I TAl • 13 HOIIIH AVERAGE 
ATilt IT l Oll TEAR ENOl NC 12· 31· 89 

<Xl'MISSIOO VOl'E 

ADJUSTED FOR SIAFF STAFF X 
CAP I !Al COHPANT NOIIRECUl.ATEO SPECIFIC GENERAl SIAFF COS! IIEICHTED 
COHPOIIENT AD JUS !ED AHiliAI E ADJUSIMENIS ADJUSTMENTS ADJUSTED RAllO RAIE COST 

C()UI()N EOU liT 2,671,070 2,330,672 6,9'11 (18,522> 2,319,061 0.2526 13.35 3 .3722 

PREFERRED EQUITT 115,337 114,991 (912) 114,079 0.0124 4.75 0 .0590 I lOIIC· TERM DEBT 3,646, 783 3,609,596 (28, 598) 3, 580, 998 0 .3901 9.81 3 .8265 

BAN( NOlES 578,458 956,389 (7,574) 948,815 0. 1033 10.30 1.0645 

CUSIOKER DEPOSITS 
: liVE 408,995 408, 995 408,995 0.0445 8.30 0.3698 

INACIIVE 1,445 1,445 1,445 0.0002 0.00 0.0000 

INYESIMENT TAX CREDI I 
31 11,609 11,609 11,609 0.0013 0.00 0.0000 
POSI '70 382,220 382,220 382,220 0.0416 11 .08 0.4613 

DHERRED I NCOME TAXES 1,420,411 1,420,41 1 (6,911) 1,4 13, 500 0.1540 o.oo 0.0000 ---------· .......... .......... ......... ............. ... 
T01Al 9,236,328 9,236,328 0 ( 55,606) 9 ,180,722 1.0000 9 . 1532 .......... a:a::as:••••• aaas::zaaaaa aaaaaaaaaa aaaaaa:~rll:aa ••••••••• 

COST ltA1E FOR POSI '70 lTC: 

IIEIGHIED 
COS I COS I 

DOllARS RAllO RAIE RAIE .... .... ... ............ ........... 

I CCMIOII ECIU ITT 2 , 319,061 0.3856 13.35 5.1478 
PREFERRED ECIUIIT 114,079 0.0190 4 .7S 0.0901 
lOIIC· IERM DEB! 3,580,998 0.5954 9.81 5.8412 .............. ........... .. ... ........ 
IOU l 6,014,138 1.0000 11.0790 

-=-········ ............... aaaz&JIIUI&a 
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C'rMPAN Y· 

DOCKET 110.: 
FLORIDA PUBLIC UTILITIES CO. - J,IARtA~I//A 

880558-EI 

TEST YEAR DECEI.IOER 31, 1987 CO I.II'ARA liVE REVEIIUE n r,)IJIRE/.IEI liS 

ATiniTION YEAn 

<:C tt(DULE II 

2·1 -/.l~y-89 
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IG 
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22 
23 
24 

25 

26 
21 

28 
29 

OESCRIP TIOII 

p, 

Adrustcd Junsd•CI•on al Rare B~so 

Requued Rate ol Re t111n 

Requued lle t 0J)"rat•no Income 

Adrustc" :.ch.ovrd T csr Year 

J urosd•etoonal tiel Opcra llng lncornc 

JurosrJ>ctton~I IIOI Oclrcocncy 

Revenue E• nansoon r .1CIOI 

Total Revenue Increase 

1987 Tes t Ye;~r lncrrasc 

1989 Incre a se 

19871,.sl Ye~r lncrt'aso 

SchNlule flo 

1909 Increa se - Luoo :>I 

lu1al lnroca~o- l lno IS .. 

COI.IPAIIY 

AS ril ED 

121 

$.9,230,228 

9 13~· 

------·---------
812.720 

~ 19,255 

----------------
~23.•1 65 

I 63 15 

----------------
SG90.8no 

521,278 

----------------
Hi!l,G IO 

COI.If>AIIY 

ADJUS I EO 

(JJ 

~9.236,328 

9 32~· 

---------------
860.8:6 

•151 ,49 7 

---------------
409.329 

1 6322 

---------------
S668. 10 7 

•1•10.2 16 

----------------
227,69 1 

···~···· .. ,. ............. 
SUW .IAnV 

~52 1 .21R S4•10 216 

169,61 0 227,89 1 

-·---·-·------- -------- -
Hi90.6110 S666, 101 

...... ............... .... .... . .................... 

STArf! ICOi.iwssrOrl 
RECO I.II.I(I lOAliOI/1 ___ V~T~ 

)•II J5J 

S9, 1 80,722 $9, 160.722 

9 02°o 9 15•• 

--·------------ ---------------
828. 10 1 610,03(, 

51l9.366 507 .3(6 

--------------· ·--------------
318.735 330 G70 

1 6322 1 6 3?2 .... _____________ 
---------------

S520.2·11 1~_$539. ?~0 l 
315,66 1 36 7,655 

-··---·-----··- ··-----·-------
17<1,500 1 72.06~ 

···--·······•:;:l:r• . ..... ,. ........ 

~J 15,66 1 S367 .G~S 

17•1,500 1 /?_Q(, 'j 

- ·------------
1.~~0.2·11 ~ ~1?.7. 0 

..... ,." •• " .... a:r-•• . ............ ...,.. .......... 
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