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mu ‘the purpose of your testimony at this

m porum revisions to the Company's original

»f-__._ti necessary due to the completion of the

Service Commission (FPSC) staff audit of

_concerning Company pensions, insurance, rate
d consumer price index (CPI) projections.

lrndann:hib:l.t in connection with your




bn :dducc uy original estimate of cost of
n_!; subaqueous crossings from $4,802 to §1,317.

"f In nnmul cost of $1,317. This expense is

' t_: disclosure No. 2.
ugi:c fi}.d. 1 !;_avo discovered an error in

cal w in the historic test year 1989
tn mo was understated by $19,555 due to
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$319,372 was proj.ﬁt.‘d forward to 1991 with conservative
eases for both 1990 and 1991. This brought the
for 1991 up to $386,440, an increase of $27,942 over

t previously filed (Adjustment R8). William M.’

ss than the 24X increase reported in the 1989

20+ ld'nlmr the next few years. The

flty’____-gf‘ such an increase rate is that

Schedule I in
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*shpdid be cqpfealizod only if they are directl}

L”}l;eod wi:h the construction project.” In accordance

1“oagfhcign and maintenance expenses. In their

1990 report Data Resource, Inc. has projected the

T to increase at the rates of 5.6% and 5.3%,

=5 ::L: I’-:A.'.
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Alhlbit u Sclmhh K. The srojection, which includes

.Mcharp ‘on a consolidated Company basis. The

-' llloutod to the gas operations has increased

91 to '312_,033 on an annual basis for 1991. This

1s included on Schedule B as R12.

mhl:ion expense has increase $17,539 due to gross plant

m by Company Witness George Bachman. The

e A, Page 5.

taxes other than income taxes $1,013 to

_-'t,i,\n' January 1, 1991. Property taxes have also

&1- tax f:ou base rates and state the tax as a
allnl lt:ol on the customer's bill. These tax

m reflected on Schedule D and recapped on

'Adjustments R14, R15 and R16.
3 adjustments Rl through R16 required a
aadiuu income tax adjustment using the statutory

Fatihs

m currently tu effect. These adjustments, which are




-M:' iéch._duh A, Page 1. The increased rate base

.. rwilcd projoct:ed test year cost of capital

The

ted soul.'ctl of clpi.ul The common sources of

'-rl:qr_l_ d_ulbt:. _Thlio changes caused the weighted cost

i
g

Wn by §38,125 o §1,204,805. This increase
9 .J,E £

‘on *{a;gh.m. B.
ustments thgl: I have discussed total $80,999 and

; _cai_.-ulx_l worltin; capital components had to be
to the revisions to utility plant and operating

I have made revisions to cash, materials &
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reserve and audit fees accrued. I have also increased

. customer accounts receivable by §178,691 to reflect the

effect of rate relief. Rate relief will cause an 8.26%

increase in the thirteen months average balance in

receivables of $2,163,333 ($1,879,300 + $284,033). These
changes bring total working capital requirements to negative

§1,956. This amount is further adjusted to -0- in keeping

~ with past Commission policy. These adjustments are shown on

Gior;p Bachman's Schedule A, Page 1 and my Schedule H.
Mr. Troy, did your removal of gross receipts tax from base
rates require any changes to the revenue expansion factor?

Yes. I have removed the provision for gross receipts tax

_ from the revenue expansion factor. Schedule F shows a

~ revised factor of 1.6148984.

Vhat is the net change in Florida Public Utilities Company's

revenue deficiency as a result of all the revisions you have

 discussed?

The revenue deficiency has increased $217,777 to $2,239,827.

The Company is requesting that we be allowed permanent
annual revenue relief in the amount of $2,239,827 to earn a
9.11X overall return on rate base. The calculated
dbficiancy is shown on my Schedule G.

Does that conclude your supplemental direct testimony?

Yes, it does.

Troy - 7
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September 26, 1990

Dear Friend:

s i

‘are pleased to provide you with our 1990 Florida Health Care Costs and

‘Survey. Over 400 of Florida's largest employers participated in this
_ annual survey, creating a data base that depicts costs and coverage patterns
- almost 209 of the state's workforce. We believe it will serve as a valuable aid

!

g

in developing future benefit plan strategies.

3 ;weleome your comments and any questions you may have regarding the survey

~ restlts or the survey's impact on your own benefit planning needs.

Sincerely,

~ Enclosure
4 5 27wy SO 3030 Norih Rocky Point Drive West
: Suite 410
. Tampa FL 33607
f
c. 813 281 0521
i

S : : A Marsh & McLennan Company



Health care costs:
A national dilemma

The rising cost of health care continues to be a
“national crisis. Increases have outdistanced rising
x:g.md the cost of living for over a decade.

contend the trend will continue in
spite of numerous attempts to contain it.

CPI/Health Care Cost/Wage Index
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As shown: by the chart above, the rising cos! of hiealth
care services has far outdistanced wage increases and

Ultimately there are only two of health
care costs in this coun y.Au’:.h’rvmetswepaya
share of the cost taxes and, when we
Hhe cost mot pad through cmpioyer e
cost not ! em n
huteﬂiplnmsmﬁbympay&e hmof the

_ Those citizens not covered by public or private

health care plans receive medical treatment when

~ mecessary at health care institutions - the cost for
that care is ultimately shifted to all of us as

S ol s Sngiognre:
As citizens we have yet

i : to speak as one voice,
‘ hﬂl!:lf and the nation's employ-
ers to deal the issue of rising costs. To date
there does not appear to be a political consensus
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that will produce a governmental solution. Emn-
ployers throughout the country, large and small,
are faced with : 1anaging the cost of providing
health care coverage for their employees and
families — a cost that is rising faster than most
other company expenses.

The Florida employer's
challenge

Florida employers, like thoge in other states,
continue to struggle with continued health care
cost increases. Respondents to the 1990 Survey
reported total plan cost increases of 20% over the
previous year, While that increase amount is less
than the 24% increase reported in the 1989 Survey,
costs are expected to continue o rise at the 20+%
level over the next few years. The harsh reality of
such an increase rate is that total costs could
double within the next four years.

Considerable time and effort are given by Florida
employers in response to these cost increases.
Efforts are being made to control over-utilization
of health care services through various managed
care programs. And employers are asking their
employees to assume a proportionate share of the
rising costs. But the commitment of Florida em-
ployers to maintain competitive health care
programs for their employees remains steadfast.

With one of the largest Medicare-eligible popula-
tions in the country, Florida has almost 275 health
care institutions that employ 175,000 citizens.
Almost 48,000 licensed physicians practice in the
state. And thousands of others are employed in
ancillary diagnostic and treatment centers and in
the manufacture and distribution of health care
technology and supplies. Health care is a major
industry in the state of Florida.

Perhaps the greatest challenge and oplmrtunily to
solve the issue of rising costs rests with

care provider community, and Florida’s citizens -
the users of health care services.

"

—

a partner- -
ship effort between Florida employers, the health -
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Revised
Estimate

$ 15,357
9,250
6,784
6,015

17,000

2,500

$ 56,906

$ 700
500

— 900
$ 2,500
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* New York, New York 10121
!Iwub-_r 26, 1990

e Treasurer . ‘
' Florida Public Utilities Company
. P.O. Box Drawer C

West Palm Beach, Florida 33402

A

As requestsd, we have estimated the pension expense for the Company's Pension
Plan for the year 1991. Our calculations are based on valuation data as of
January 1, 1990, asset information as of October 31, 1990, and the assumptions

~used for calculating the Company’s pension expense under FASB Statement No. 87
for M(ﬂuo\mt rate of 7.25%, rates of increase in future compensation levels
averaging 5.5%, expected long term rate of return on assets of 8%, assumed
increases in the Social Security wage base of 4.5% and decrements adopted for use
in the valuation as of January 1, 1990).

_ The calculations reflect the Plan amendments which will be adopted to change the
pension benefit formula to comply with the new integration rules under the Tax
Reform Act of 1986. The new formula is 1.0% of five-year average final

s compensation up to an integration level equal to each individual’s covered

[ compensation, plus 1.65% of average final compensation in excess of that

' integration level, times years of credited service,

The rosult.l 6! our calculations are as follows:

1990 actual §  (20,387)
LA © 1990 with new benefit formula 8,672
. 1991 estimated 25,000

!hm,ulx" if MW‘ any questions about these calculations.

Very truly yours,

Claire L. Wolkoff
Consulting Actuary

 cc Mr. John R. Reinhartsen

R il R

_ 2121330-1000  Fax 2121695-4184
| Buck Consultanis Ply. Limijed | Buck Consultants S.A. | Buck Paterson Consultants Limited | GBB Buck Consultants Limitod
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Docket No. 900151-GU

e & I § 3
on the 3;,1! day of December 1990, a correct copy of 5
_and Exhibits of Company Witnesses Darryl Troy and

Robert Elias, Staff Attorney Yol

Florida Public Service Commission
iy 101 East Gaines Street

Tallahassee, FL 32301

523
R

111am E. Eaton, Jr,

: Attorney at Law =
 Suite 301 Flagler Court Building 3
215 Fifth Street 3

~ West Palm Beach, FL 33401 o

*
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