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What is your name and address? 

Kimberly H. Dismukes, 5688 Forsythia Avenue, Baton Rouge, Louisiana 70808. 

By whom and in what capacity are you employed. 

I am a self-employed consultant in the field of public utility regulation. I have been 

retained by the Office of the Public Counsel (OPC) on behalf of the Citizens of the 

State of Florida to analyze SSU's  rate filing in the instant docket. 

Do you have an appendix that describes your qualifications in regulation? 

Yes. Appendix I, attached to my testimony, was prepared for this purpose. 

Do you have an exhibit in support of your testimony? 

Yes. Exhibit - I I t  KHD-1) contains 41 Schedules that support my testimony. 

What is the purpose of your testimony? 

The purpose of my testimony is to respond to certain portions of Southern States 

Utilities, Inc.'s (SSU, Southern States, or the Company) request to increase rates by 

$18,137,502, which equates to an increase of $11,791,242 for water service and 

$6,346,260 for wastewater service 

My testimony is organized into nine sections. In the first section of my testimony, I 

address SSU's weather normalization clause proposal. In the second part of my 

testimony, I examine SSUs rate design proposal. In the third section, I discuss the 

Company's conservation program. In the fourth section, I discuss the gain on the sale 

of the Venice Garden System and other gains that SSU has recently recognized or 

anticipates recognizing. In this section I also address adjustments to SSU's equity 
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ratio. In the fifth section of my testimony, I discuss several adjustments related to 

SSUs test year level of revenue. In the sixth section of my testimony, I discuss the 

Company's acquisition program and associated adjustments. In the seventh section, 

I address various expense adjustments that I recommend to correct SSUs test year 

level of expenses. In the eighth section, I address adjustments to rate base that I 

recommend--specifically adjustments related to Lehigh and Buenaventura Lakes. 

Finally, in the ninth section, I present my overall recommendations concerning my 

adjustments and their impact on SSUs revenue requiicment. 

Do you have any general comments before you begin your testimony? 

Yes. In order for the Office ofthe Public Counsel to orderly compile and produce the 

testimony of its consultants, counsel for the Citizens requested that I use a cutoff date 

with respect to discovery of January 26, 1996. Thus, because there was still discovery 

of the Citizens' outstanding as of this date, it may be necessary for me to supplement 

my testimony as SSU responds to discovery. In most cases I have noted these 

instances throughout my testimony. 

Weather Normalization Clause 

Please turn to the first section of your testimony. Would you describe SSUs 

proposed weather normalization clause? 

Yes. According to SSLJ's witness, Mr. Forrest Ludsen, the Company is proposing 

a weather normalization clause in the instant proceeding because "SSU faces an 

inordinate level of financial and business risk as compared to water utilities operating 

in other parts of the country due to circumstances beyond its control, such as 

3 
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weather." [Testimony, p. 21 .] The weather normalization clause (WNC) is designed 

to provide monthly adjustments in the gallonage charge to reflect deviations from the 

target consumption per bill that will be established in the instant proceeding. 

According to Mr. Ludsen, implementation of the weather normalization clause would 

simpllfy the regulatory process by removing the necessity of aggressively litigating the 

appropriate consumption level to use for rate setting purposes. [Testimony, p. 28.1 

Do you see any problems with SSU's proposed weather normalization clause? 

Yes, I do. There are several problems with the clause. First, SSU's proposal is 

essentially a revenue decoupling or revenue normalization proposal. It is not merely 

a weather normalization clause proposal. If implemented as proposed by SSU, the 

Company will be insulated from all forms of variation in revenues and pass this risk 

onto customers. The Commission should carefully consider the desirability of 

dramatically shifting the risk of revenue recoverability from SSU's stockholders to 

ratepayers. Although Southern States is a regulated utility and has an obligation to 

serve its customers, this should not provide it with an automatic guarantee that it will 

recover essentially 100% of its revenues despite circumstances. 

As proposed, SSU's WNC will insulate it from variations in weather, conservation, 

tourism, changes in the economy, and all other factors that affect water consumption 

It is insulation from the risks of the latter three factors of the clause that are the most 

disturbing. Ratepayers should not be put in a position of guaranteeing collection of 

SSU's proposed revenue requirement regardless of the circumstances SSU should 
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bear some, if not all, of this risk 

In the electric industry when similar proposals have been made to decouple revenues 

from profits, the Commission has specifically not allowed the utility to decouple the 

effects of the economy. [Order No. PSC-95-0097-FOF-EI.] 

Second, contrary to Mr. Ludsen's opinion, the mere establishment of the weather 

normalization clause or decoupling proposal should not reduce the litigation 

associated with establishing the'appropriate test year consumption level. If the test 

year level of consumption is not properly set, the weather normalization clause will 

produce much wider variations in surcharges or rebates than necessary. While it might 

be desirable for SSU to know that it will recover its revenue regardless of any errors 

or omissions in the rate setting process, it is still extremely important that the starting 

point of the process is correct. 

I question to what degree SSU truly believes its own statement since it has proposed 

two adjustments that have sigruficant impacts on'test year consumption--its repression 

adjustment and its conservation adjustment. If the regulatory process was to be 

simplified by the WNC, with no need to litigate the appropriate consumption levels, 

SSU would not have needed to propose its repression or conservation adjustments. 

In fact it is interesting that SSU has only made adjustments to revenues that are 

beneficial to it in the development of test year consumption levels. Both the repression 
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and conservation adjustments reduce test year consumption levels and increase 

current rates to customers relative to not proposing such adjustments. If SSU wished 

to reduce the level of litigation associated with test year consumption levels, it would 

not have proposed these two adjustments. 

Third, and related to the second problem with SSUs proposal, SSU has not started 

with weather normalized test year consumption. (I discuss this greater in the fifth 

section of my testimony.) Unless corrected, this error will produce rebates in the 

future. In my opinion, customers would rather pay lower rates now than pay higher 

rates now and get rebates in the future. Furthermore, it would not be good regulatory 

policy for the Commission to ignore the test year consumption controversies merely 

because any injustice will be corrected in the future. 

The Commission should ensure that test year consumption levels are set as close to 

reality as possible. Since the clause proposed by SSU is supposed to be a weather 

normalization clause (even though it is not), the Commission should make sure test 

17 
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year consumption levels are also properly weather normalized. 

Fourth, the Company has not properly accounted for changes in costs that would be 

affected by changes in consumption. The Company's proposal essentially assumes that 

all costs are fixed and that changes in consumptior, would not change costs This is 

an unrealistic assumption SSU does incur costs that vary directly with the level of 
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consumption. These are purchased water, purchased power and chemical costs. 

Unless these costs are adjusted for actual consumption levels, as opposed to targeted 

consumption levels, SSU will over or under collect the revenue requirement resulting 

from this case. In other words, if sales decline and expenses are not adjusted 

accordingly, excess profits may result which are not a function of management's 

performance. Under recovery could also result, but this risk is less than over 

recovery, since the regulatory process is not symmetrical. SSU has no incentive to 

draw attention to excess profits, but would be quick to request rate relief when profits 

fall below the mthoxiz.d level. SSU's proposal may create a pattern of excess profits 

only partially balanced by the possibility of inadequate profits. 

Fifth, SSU has not explained how it proposes to recover over or under collections. 

In other words, will the difference be collected by merely adjusting each month's 

gallonage charge, or will it appear as a separate line item on customers' bills? Clearly, 

the latter option is preferable to the former, as it should create less customer 

confusion. Customers can see from their bill that the actual rate per 1,000 gallons 

remains constant, and that it is only the weather normalization clause that is producing 

a change in their cost per unit. This is similar to the way the Commission treats fuel 

adjustment clauses. 

Sutth, the clause may create customer conhsion, because if customers consume less, 

(in total) the actual unit cost will increase. Similarly, if customers consume more, the 
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unit cost will decrease. 

Seventh, SSUs decoupling proposal could lead to perverse incentives related to 

quality of service issues. Under traditional regulation a water utility has the incentive 

to quickly respond to outages because lost water sales directly affect profits. If the 

Company is assured that all revenues will be collected regardless of the level of sales, 

it may not react as quickly to line breaks and the like that affect water sales and 

quality of service. 

Are there any other aspects of SSU's proposal that you believe should be brought to 

the Commission's attention? 

Yes. The Commission needs to consider all of SSVs proposals together. The 

Company is requesting to change its rate structure such that it will collect more of its 

revenue requirement from the base facility charge (BFC) than the gallonage charge. 

According to Dr. Whitcomb, SSU is proposing to change the percentage of revenue 

collected through the base facility charge from 33%, approved in Docket No. 920199- 

WS, to 40% in the instant proceeding. Likewise, less of SSU's total revenue 

requirement will be collected from the gallonage charge. SSU proposes to collect 

60% of its revenues from the gallonage charge versus the 67% approved in the last 

rate case. [Testimony, pp. 10-1 1 .] 

SSVs rate design proposal will shif? greater risk for revenue collection to customers 

This results because SSU is guaranteed to collect all revenue associated with its BFC, 
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all else equal. By shifting a greater portion of its revenue requirement into the BFC 

SSU has shifted the risk relationship between customers and stockholders. This 

produces greater revenue stability for SSU. Thus, under the Company's proposal, the 

revenue instability associated with changes in consumption will be less than past 

experience has indicated. If the Commission grants SSU's rate design proposal it 

should not adopt the WNC until experience is gained with the proposed rate design. 

As described in a later section of my testimony I do not agree with SSUs proposed 

rate design changes. 

You have identified several flaws in SSU's weather normalization proposal. What do 

you recommend? 

I recommend that the Commission not approve SSUs WNC proposal. It is seriously 

flawed and shifts most, if not all, of the risk associated with revenue recovery to 

ratepayers. To the best of my knowledge, the Commission has never approved such 

clauses in the past for water, electric, or telephone companies, and I see no 

extenuating circumstances that would warrant it in the instant case. 

Do you have an alternative recommendation if the Commission believes that such a 

clause is desirable? 

Yes. First, the Commission, if it approves any form of weather normalization clause, 

should do so only on a trial basis, The Commission should annually reevaluate the 

effects of the proposal on both SSU and ratepayers. Such a reevaluation will allow the 

Commission to fine .tune~the process 2s more experience is gained. It is worthwhile 

to note that in the electric industry, similar decoupling proposals have been abandoned 
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or rejected because of the potential impact on customers' rates. 

Second, I would not recommend even an alternative proposal unless the Commission 

also appropriately adjusts test year consumption to ensure that the effects of weather 

are minimized. Otherwise, customers will be asked to pay higher rates today in 

exchange for rebates in the hture. I do not believe that this would be equitable or 

good regulatory policy. 

Third, the Commission should adjust the formula proposed by SSU to adjust for 

expenses which directly vary with consumption. To ignore this change in expenses 

would allow SSU to over or under collect its true revenue requirement. It similarly 

could put SSU in an over or under earnings position. 

Fourth, as an incentive for SSU in the hture to "get the pot right" at the beginning 

ofthe process, the Commission should require SSU to pay interest on revenues which 

are over collected. The opposite would not be true for revenues that are under 

collected. (SSU should not be allowed to charge interest for revenues that are under 

collected.) Ifthe Company is required to pay interest on revenues that it over collects, 

SSU will have an incentive not to under project test year consumption. Interest would 

be calculated in accordance with the Commission's Rules. 

Fifth, because I do not believe that it is appropriate for customers to insulate SSU 
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from 100% of the variability in its revenues, I recommend that the Commission not 

approve recovery of 100% of changes in consumption. My recommendation varies 

depending upon the Commission's decision with respect to the rate structure issue. If 

the Commission adopts the rate structure proposed by SSU, then I recommend that 

the Commission allow SSU to collect 50% of the changes in consumption through a 

revenue normalization clause. As I previously noted, SSUs rate design proposal 

already exposes customers to greater risk than the previously approved rate structure. 

In addition, because there are factors that will Sect  consumption which are not 

properly borne by customers, Le., changes in the economy and tourism, the 

Commission can ensure that customers do not bear this risk by not allowing 100% 

recovery of changing consumption levels. It is worthwhile to note that in his 

deposition, Dr. Whitcomb indicated that he believed weather accounted for about 

45% of the variation in SSUs customers' consumption. Allowing SSU to true-up 50% 

of the variability in its revenue would be consistent with the degree to which the 

Company believes weather affects the variability in consumption. 

If the Commission adopts the rate design proposal that I recommend, then the 

Commission should allow SSU to collect 75% of the changes in consumption through 

a revenue normalization clause. Since my rate design proposal will potentially produce 

greater levels of conservation and revenue instability, (believe it would be appropriate 

to allow SSU to include a larger poLrtion of its consumption variability in a clause that 

is designed to adjust for the effects of weather. The increased revenue stability 

?+ 
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associated with including 75% of consumption in the clause will help offset the 

increased variability associated with the rate structure that I recommend. By allowing 

SSU to recover only 75% of the variability in consumption, the Commission can help 

ensure that customers do not completely bear the risk of an economic down turn. 

Finally, I recommend that the Commission modify the clause proposed by SSU. The 

continual change in rates, caused by SSU's proposal, may create significant customer 

confusion. I recommend that the Commission adopt a methodology that is similar to 

the fUel adjustment mechanism used by electric utilities. That is, consumption levels 

and revenue would be trued-up to actual. In other words, barring legal constraints, 

one-year after the rate case is completed, SSU would file for a weather normalization 

clause proceeding. At that time the Commission would determine the revenue 

shortfall or excess that would be collected or credited in the following year. This has 

the advantage of continual regulatory review and it should lessen customer conhsion, 

because the portion of customers' rates associated with the revenue normalization 

clause would not change monthly. 

Rate Design 

Please turn to the second section of your testimony. Would you address SSU's rate 

design proposal? 

Certainly. According to the testimony ofDr. Whitcomb, SSU is proposing to increase 

the percentage of revenue collected from the BFC and reduce the percentage of 

revenue collected from the gallonage charge. Currently the Company's rates collect 

12 
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33% of revenue from the BFC and 67Y0 from the gallonage charge. SSU proposes to 

change this relationship with 40% coming from the BFC and 60% coming from the 

gallonage charge. According to Dr. Whitcomb, the rate structure proposed by SSU 

is a water conserving rate structure, using the criteria set forth in the Brown & 

Caldwell Study. 

Dr. Whitcomb suggests that because the 40/60 split results in a water conservation 

score of 3.2 (according to the Brown & Caldwell study), it qualifies as a water 

conserving rate structure. I have included as Schedule 1 of my exhibit the calculations 

performed by Dr. Whitcomb to arrive at this score. 

Dr Whitcomb prefers the 40/60 spilt to the 33/67 split because it produces a greater 

level of revenue stability for SSU This occurs because a greater proportion of SSU's 

revenue is collected from the base facility charge which is not dependent upon 

consumption SSU is guaranteed to collect these revenues, all else equal But, this 

does not enhance conservation, as Dr Whitcomb admits in his Waterate 

documentation 

Remember that one of the best ways to reduce water 

consumption is to shif~ cost recovery from the fixed 

charge to the quantity charge You can lower meter 

charges and increase water price and still collect the 

same revenue [Response to Citizens Document 
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Request 23. J 

Would you please discuss the criteria used by the Southwest Florida Water 

Management District (SWFWMD), as developed by Brown & Caldwell, to assess 

whether a rate structure is considered conservation promoting? 

Yes. The study developed by Brown & Caldwell uses four criteria to evaluate the 

effectiveness of a utility's rate structure in promoting water conservation. They are 

rate structure form, allocation of costs to fixed versus variable charges, sources of 

utility revenue, an.. communication on the customer's bill. 

The first criterion judges the relative conservation promoting potential based upon the 

type of rate structure. The types of rate structure include: uniform quantity charge, 

inclining block quantity charge, seasonal block charge, and fixed monthly charge. 

The second criterion judges the conservation potential based upon the allocation of 

costs between the fixed and variable component, i.e., the base facility charge versus 

the gallonage charge. The more of a utility's revenue requirement collected from the 

gallonage charge the greater the conservation potential. 

The third criterion, the source of revenue, considers the portion of a utility's revenue 

requirement obtained from rates as opposed to other sources, like tax receipts, 

connection fees, and turn-on fees. 

14 
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The fourth criterion, communication, evaluates the communication about rates and 

consumption on customers' bills. It -res the utility's conservation potential relative 

to whether rate and consumption information is included on the customer's bill. 

The Brown & Caldwell study assigned a weighting factor to each of these criterion. 

They are as follows: 

Rate Structure Form 20% 

Allocation of Costs 40% 

Sources of Revenue 3 0% 

Communication 10% 

As admitted in the study, these criteria are subjective and others might weigh them 

differently. 

After the weighting system was developed, the Brown & Caldwell study ranked and 

scored the various options within each of the four criteria. I have attached the 

complete scoring system included the Brown & Caldwell study as Schedule 2 of my 

exhibit. For example, as shown on Schedule 2, within the rate structure form 

criterion, an inclining block rate structure, where the ratio of the tail block charge to 

the first block charge is greater than 1.5 times and the first block threshold is less than 

or equal to 125 percent of the average monthly use for the class, a score of 3.5 is 

achieved. A nonseasonal uniform charge receives a score of 2.5. 
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22 A. 

With respect to the allocation of costs to the fixed and variable component, Brown 

& Caldwell assigned a high score of 5 to rate structures that recover between 90 and 

IOO?? ofrevenue from the quantity component and a score of 1 to rate structures that 

recover between 50-59% of revenue from the quantity component. As depicted on 

this schedule, the sources of utility revenue range from a high score of 5, when 90 to 

100% of a utility's revenues are collected from rates and charges to a low of 1 when 

50 to 59% of a utility's revenues are collected from rates and charges. The last 

criterion, ranks the conservation potential of a utility's rate structure based upon the 

information provided on the customer's bill. The more information a customer is given 

about his or her rates and water usage the more likely he or she will respond to price 

signals. As shown, ifa utility's bill contains rates, water use in the current month and 

water use in a similar period of a prior year and/or and average from a prior year, a 

score of 5 is achieved. On the other hand, if a utility's bill shows no information on 

rates or usage, a score of 1 is achieved. 

According to the Brown & Caldwell study, in order for a utility's water rates to be 

defined as conservation promoting it must achieve a score of at least 3.2. While the 

weighting and scoring system developed by Brown & Caldwell is not perfect, it can 

be used by the Commission as a starting point to evaluate the relative effectiveness 

of a utility's rate structure proposals. 

Do you agree with SSUs rate design proposal? 

No, I do not for several reasons. First, the Company's proposal shifts more risk for 
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revenue collection from SSU's stockholders to its customers. I do not believe this is 

necessary. 

Second, while SSU claims that its rate structure qualifies as a conservation rate 

structure, it certainly is not the most aggressive conservation rate structure. In fact, 

its proposal is less consewation oriented than its prior rate structure. Relative to a rate 

structure which collected 33% from the BFC and 67% from the gallonage charge, 

SSU's proposal reduces the cost per 1000 gallons of water, thereby, providing less of 

a financial incentive for customers to reduce consumption. The 3.2 score of SSU's 

proposed rate design is the lowest possible score which can still be considered a 

water conserving rate structure. 

A review of some of SSUs internal correspondence suggests that its goal with respect 

to rate structure is more revenue stability than conservation. In a letter SSU wrote 

to Dr. Whitcomb, SSU stated: 

One area of discussion will be your ideas on revenue 

stability. Currently our commission is looking at 

something like 30% of revenues coming from 

our fixed charge versus 70% from the variable 

charge. In the past we have also had 40% 

coming from fixed, and there is one instance 

(in a high per capital consumption plant) of 
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20% of revenues being generated from fixed 

charges. The company's stance is that 

something closer to 50% should come from 

our ked charge. To give you an example, last 

year there was a substantial increase in rainfall 

from recent years, which causes a company's 

revenues to be volatile if a substantial amount 

of those revenues are generated from the 

variable charge. We would like to discuss what 

effects the fixed charge percentage and the 

implementation of a conservation promoting 

rate structure would have on the stability of 

company revenues. [Response to Citizens 

Document Request 107.1 

Third, while moving from a 33/67 split between the BFC and gallonage charge to a 

40/60 split allows SSU to stay within the score of 3.2, it is a move in the wrong 

direction. I do not believe the Company, which apparently believes itself to be a 

water utility which promotes water conservation, should move in a direction which 

gives customers less of a price signal to conserve water. SSUs proposal, in my 

opinion, is illogical. M y  of SSUs systems operate in water resource caution areas 

or proposed water resource caution areas. SSUs rate design is inconsistent with 
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reducing consumption in these areas 

Southern States has recognized the precious and limited nature of Florida's water 

supply. 

Since Florida's aquifers hold so much fresh water, 

many residents view the supply as endless. 

Unfortunately it is not. In many parts of our State, 

there is visible evidence of the severe depletion that 

has and is occuning within our underground reservoir 

system due to population growth, development, and 

salt-water intrusion. 

Much of Florida's natural resources and a large portion 

of our economy is dependent on an adequate supply of 

high-quality fresh water. But, providing enough clean 

water for Florida's future is becoming a major 

challenge. Floridians consume water at a rate matched 

by few other states. In fact, we are second only to 

California in water consumption. [Response to 

Citizens Document Request 247.1 

Despite its stated concerns, Southern States proposes to move its rate design in a 
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direction that produces less water conservation than previously approved by the 

Commission. SSU suggests that although it has moved in a direction away from 

conservation the Commission should take comfort in the notion that they are still 

within the subjective conservation designation of the Brown & Caldwell study. This 

should be no comfor! at all. SSU chose the 40/60 split because it produced a result 

within the conservation designation. In my opinion, SSU should move in a direction 

that gives a better price signal and produces more, rather than less, conservation. 

Do you have a recommendation for a rate structure that is more conservation oriented 

than the one proposed by SSU? 

Yes. I recommend that the Commission approve a rate structure which collects 25% 

of SSUs revenues from the base facility charge and 75% from the gallonage charge. 

The Commission should continue the existing 20/80 split BFC/gallonage for Marco 

Island. Because the customers of this system consume an above average amount of 

water it would be appropriate to continue with the existing 20/80 rate structure. 

The 25/75 split between the BFC and the gallonage charge for SSU's other systems 

will move SSU to a more water conserving rate design. I developed the split between 

the BFC and the gallonage charge using the criteria set forth in the Brown & 

Caldwell study. The spilt that I recommend will move SSU up one notch under the 

cost allocation criterion set forth in the Brown & Caldwell study and will produce an 

overall score of 3.6. Inclusion of historical consumption information on SSU's 

customers' bills will boost SSU's overall score to 3.7. 
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Can you give an example of how your recommendation would impact rates compared 

with SSU's proposal? 

Yes. Assume the monthly revenue requirement for a residential customer consuming 

10,000 gallons per month is $35.00. Under the 40/60 split requested by SSU, the 

customer's rates would consist of a BFC of $14.00 and a gallonage charge of $2.10 

per 1,000 gallons. Under my recommendation, this exact same set of circumstances 

would produce rates of $8.75 for the BFC and $2.63 for the gallonage charge. If this 

customer's consumption pat 'ms change, the latter rate structure will send a better 

price signal than the former. For example, assume this customer consumes 20,000 

gallons in the next month. His or her total bill will increase to $56.00 under SSU's 

proposal and to $61.35 under my proposal. Thus, under SSU's proposal while a 

customer's consumption increased by 100% his or her total bill only increased by 

60%. However, under my recommendation the customer's bill would increase by 

approximately 75%. 

The opposite is also true. If a customer conserves water, his or her total bill will 

decrease more under my proposal than under SSUs proposal. Assume the same 

circumstances as above, but the customer consumes only 5,000 gallons in a month. 

Under SSUs proposal, the customer's bill would be $24.50, for a decrease of 23%, 

with a decline in consumption of 5Ph. Under my recommendation the customer's bill 

would decline to $21.90--a decrease of 37%. 

Are there other rate structures that also promote water conservation? 
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Another rate structure that may enhance water conservation is an inverted block 

rate. Under such a rate structure, the gallonage charge would increase as customers 

consume more water. Typically, such rate structures are done in blocks, such that the 

first block recognizes the average or typical water consumption of a customer. Any 

consumption in excess of this typical level would be priced higher, recognizing the 

increased cost associated with producing this additional water. 

Conservation Program 

Please turn to the third section of your testimony. Would you explain SSU's water 

conservation program? 

Yes. SSU has three water conservation programs. The first is a general water 

conservation program designed to educate customers about basic water Conservation 

practices. The second is a pilot program targeted at Marco Island's customers. The 

third is a program to gear up in 1996 targeted at six communities: Palisades Country 

Club, Silver Lake Es ta tenes tem Shores, Quail Ridge, Dol Ray Manor, Sugar Mill 

Woods, and Valrico W s .  According to Ms. Kowalsky, SSU's conservation witness, 

these communities were selected primarily because they had high average monthly 

consumption for the past four years. 

SSU's statewide conservation program began in 1991 and includes communication 

and public education as well as operational efforts regarding unaccounted for water 

and meter change out programs. The program for Marco Island began in December 

1994. It consists of public education programs including workshops, open houses, 
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newspaper advertising, feature article placement, a conservation newsletter, school 

programs, trolley signs, an annual Christmas float, and stickers. The program also 

includes a promotion of indoor conservation retrofit devices. Initially the kits were 

made available at no cost. Now the kits are available for $6 each. Each kit contains 

a low flow showerhead, kitchen and bathroom aerators, and a toilet tank bag The 

program also includes water audits for high volume residential and multifamily users. 

In addition to the water audit, participants were offered a $50 rebate toward an 

irrigation shut-off device. Beginning in 1995 as part of SSL''? enhanced efforts on 

Marco Island, SSU anticipates expanding its rebate offer to include a broader 

audience and it will include rebates for both low flow toilets and moisture sensing 

devices. 

The expanded program beginning in 1996 for the six targeted communities is to 

include an alleged extensive public education program, free indoor retrofit kits, water 

saving toilet rebates, and rebates for imgation shutoff devices. In addition, SSU 

proposes to survey customers to assess the effectiveness of the program. 

To account for the expected consequences of SSUs conservation efforts the 

Company has reduced test year billing units by a total of 142,788,000 gallons. Of this 

amount, 63,765,500 gallons relate to the six targeted communities and 79,022,500 

gallons relate to Marco Island. This information is reflected on Schedule 3 of my 

exhibit. 
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As depicted on Schedules 4 and 5, SSU's water conservation program is expected to 

cost $524,428 in 1996. As shown on Schedule 4, this compares to a 1995 budget of 

$199,250, actual expenditures in 1994 of $149,743 and actual expenditures in 1993 

of $70,780. SSU's 1996 budget represents a 641% increase in costs relative to 1993, 

a 250% increase relative to 1994, and a 163% increase relative to 1995. Schedule 5 

of my exhibit sets forth the detail of SSU's conservation expenses for 1995, the 

proforma adjustment for 1996, and the total budget for 1996. 

Do you have any general comments with respect to SSU's conservation program? 

Yes, I do. SSU has not demonstrated that its conservation program is cost effective. 

It has provided no analyses comparing the various alternative conservation methods 

that are available to it and its customers and the costs and benefits of each. In my 

opinion, this is a fundamental flaw in SSU's proposal. SSU has failed to demonstrate 

that any of its water conservation programs are cost effective. In the Citizens' 

document request 215, SSU was requested to provide a copy of all costibenefit 

studies or analyses prepared by or for SSU concerning its proposed conservation 

program. In response to this request, the Company produced one memo on the 

alleged effectiveness of the Marco Island high volume user audit program and an 

alleged codbenefit analysis related to other Marco Island projects. Neither of these 

documents are, in my opinion, a costibenefit analysis of SSU's proposed conservation 

program. The two alleged costibenefit analyses do attempt to estimate the impact 

(water savings) of the various conservation measures and the cost to customers of 

installing the devices, but they contain many assumptions and fail to evaluate the full 
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spectrum of alternatives available to SSU and the entire cost of the programs. 

Do you see other problems with SSUs proposed conservation program and 

expenditures? 

Yes, there are several. First, SSU has proposed a 1996 proforma adjustment to its 

1996 budgeted conservation expenses of $321,290. Without a proper costbenefit 

analysis SSUs request is highly questionable. There are several problems with SSUs 

1996 proforma proposal. For example, the 1996 proforma adjustment includes 

$1 4,080 for conservation expenses associated with Valrico Hills. According to 

Ms.Kowalsky, this system was included as one of the targeted communities because 

it was in the Southwest Florida Water Management District's Southern Water Caution 

Area and it had consumption in excess of the 110 gallons per capita per day goal 

established for these areas. Ms. Kowalsky noted that it was not one of SSU's systems 

with the highest water consumption. I would suggest that SSU look to the price these 

customers have been charged, for an explanation as to why consumption is relatively 

high. The cost per 1,000 gallons of water for residential customers in this system is 

$.60. This is roughly half of SSU's current rates. 

Another concern that I have with respect to SSU's 1996 proposal relates to the cost 

and associated water conservation resulting from the free retrofit kits. As shown on 

Schedule 6, the 1996 proforma adjustment includes $60,180 for these kits. SSU's 

consultant provided SSU with information stating that based upon information 

obtained from similar efforts in Tucson Arizona the impact from low flow 
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showerheads was small due to the high rate of removal of cheap devides'. [Response 

to Citizens Audit Request 24.1 Furthermore, SSU has assumed that of the total 

number of kits given away, only 50 to 60% of customers will actually install the 

devices. This seem rather inefficient. A more cost-effective option might be to offer 

a rebate after the devices are installed. Under this scenario, only those customers that 

actually install and use the devices would receive the equipment free of charge. If not 

used, the rest of SSU's  customers will not be asked to pay for the retrofit kits. 

Another alternative would be to charge customers for perhaps 50% of the cost of the 

retrofit kits. Customers would be more likely to install the kits if they had to pay for 

them, than ifthey were provided free of charge. SSU did not prepare any analysis of 

the various costs of such alternative or of the associated penetration rates. Such an 

analysis would enhance SSVs decision making and lead to a more informed decision. 

With respect to the six targeted communities and to Marco Island, SSU proposes to 

spend $20,850 for rebates associated with irrigation shut-off devices. It is unclear to 

what degree these devices are effective. According to a survey of local contractors 

done by Image Marketing, rain sensors may not be effective. For example, Capri 

Landscaping told Image Marketing that rain sensors only kick in when it is raining and 

they only operate for 2 to 3 hours after any gken period of rain. Likewise, 

Thompson Irrigation indicated that they tried to install soil moisture sensors a year 

I would note that SSU apparently proposes to upgrade the kjts for the targeted c o m ~ t y .  But it is not 
clear ifthey would still be considered "cheap". 

1 
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ago, but they did not work. Thompson Irrigation lost money on the venture because 

they were forced to put in extra work trying to get the sensors to work. Image 

Marketing wrote to SSU stating: 

Here's what we found out locally concerning firms 

willing and able to install sensor devices. From what 

we have learned, there isn't much knowledge on 

Marco--or generally in Naples--concerning the value 

and use of water sensor devices .... We would need 

some positive PR to make the islanders aware of the 

sensors to the point they would be willing to pay to 

have them installed. [Response to Citizens Document 

Request 221 .] 

Do you see any other problems with SSU's water conservation proposal? 

Yes. It is di%cult to distinguish what portion of SSUs water conservation advertising, 

open houses, poster contests, parade floats, stickers, trolley signs, and the like are 

really conservation efforts as opposed to public relations efforts. My review of the 

invoices and memorandum submitted by SSUs marketing consultant indicates that the 

Company's ostensible conservation program is designed to enhance SSUs image as 

well as to produce water conservation. 

For example, since 1993 SSU has sponsored a float in the Christmas parade on 
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Marco Island and has budgeted for one in 1995 and 1996 Regarding the 1993 parade 

float, SSUs marketing consultant wote in a memo: "The parade went very well, and, 

judging &om the reaction of the crowd, the float was a big hit. The float looked great 

(will send you photos as soon as they are processed) and everything went very 

smoothly .... You can score this one as a positive PR effort all the way." [Response to 

Citizens Document Request 221 .] In an analysis of the Marco Island conservation 

progradcommunications budget, SSUs marketing consultant indicated that the 

trolley signs were "a good SSU image builder." With respect to the possible billboard 

signs the consultant noted: "Also an excellent image builder." Regarding special 

events, the consultant noted that such efforts were "good community image builders, 

but expensive and time consuming for limited exposure." Concerning the school 

programs sponsored by SSU, Image Marketing (SSU's marketing consultant) wrote: 

"Good image buildmg opportunity which offers PR possibilities." [Ibid.] With respect 

to other efforts, bills from the Company's marketing consultant often use the 

designation "public relations" concerning several alleged conservation programs. For 

example, with respect to the conservation kits, the consultant's bill states: "fax release 

to client for approval, prepare and distribute to media with photos, fax clip of PR to 

client." Concerning the poster contest, the consultant's invoice reads: "Poster Contest 

PR: Write copy for press release and revise." Similar "public relations" designations 

are noted with other alleged conservation expenditures. 

SSU essentially claims that all of these costs are consumer education or conservation- 
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related costs. I do not agree. SSU is spending considerable amounts of money on 

advertising and other public relations efforts that are not solely designed to enhance 

conservation. That portion of the costs associated with SSUs "public relations" 

efforts should not be borne by ratepayers. The Commission has consistently 

disallowed public relation costs in the past. In Order No. 10306, the Commission 

found that Florida Power & Light Company had included in its expenses costs related 

to an exhibit at Disney World, floats for parades, membership in Reddy Services, Inc. 

and expenses of the company's energy advocate program. The Commission concluded 

that only the latter expense should be allowed for ratemaking purposes and that the 

other expenses were removed as public communication expenses. [Order No. 10306, 

p. 28.1 

The Commission has also held that the burden of proving the reasonableness of 

advertising expenditures in on the utility: 

... it is incumbent upon a utility to affirmatively 

demonstrated that such charges [advertising] are in the 

interest ofratepayers. [Order No. 7018, p. 9.1 

SSU has provided no such demonstration in the instant proceeding. 

Have you identified any other problems? 

Yes. SSU has budgeted $20,000 for residential water audits on Marco Island. 

However, the last time SSU performed water audits for residential customers the 

audits were not well received. Specifically, only 7 of 17 residential customers 
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contacted participated. This is in stark contrast to the commercial audits where 66 of 

the 78 customers contacted participated in the study. It is not clear that the proposed 

$20.000 for residential audits would be used. 

Other concerns I have relate to SSUs budgeted expenses for "conservation" 

workshops. In her deposition, Ms. Kowlasky indicated that the last conservation 

workshop she attended in the fall of 1995 on Marco Island only drew 25 customers 

even though all customers on the island w v e  informed. The year-round population 

of the island is approximately 11,000 with this amount increasing threefold during the 

tourist season. Ms. Kowlasky explained that she thought there were extenuating 

circumstances associated with this workshop that may have accounted for the low 

turn out. At another public meeting on Marco Island, SSU's marketing consultant 

reported that: "While the turnout was a little disappointing (64 at its peak, not 

including media or SSU 05cials), it can't be blamed on lack of publicity." [Response 

to Citizens Document Request 221 .] Considering the population on Marco Island, 

the turnouts for these two meetings seem dismal at best. SSU has provided no 

evidence that these workshops were or are cost effective. 

Has SSU expended hnds in the past associated with its conservation efforts that were 

not cost effective? 

Yes. SSU conducted a survey on Marco Island of customers that installed retrofit 

kits. This survey was conducted on the advice of its marketing consultant despite a 

conclusion reached by the same marketing consultant that it would not yield the 
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desired results. 

Tracking must be done from the outset, not by billings, 

which contain too many variables, but with set 

formulas to guarantee accuracy. Even so, I feel we 

should go ahead with the Marc0 Island retrofit survey, 

even if a bit after the fact. The information, at a 

minimum, will give us a valuable look at customer 

usage, attitudes and perceived water savings, as well 

as serve as a good PWconservation tool. Whether we 

will be able to develop hard data from it is another 

question. [Response to Citizens Audit Request 24.1 

In my opinion, this recommendation from SSU's consultant should have been 

questioned. What was the real impetus for the survey--water conservation results 

which could not be effectively developed--or enhanced public relations? 

Has SSU evaluated the relationship between its rate structure, alternative rate 

structures, and its proposed conservation program? 

No. Southern States' conservation expert had no knowledge concerning the 

relationship between the two. It became clear to me, during her deposition, that the 

conservation committee did not evaluate how rates might affect conservation relative 

to spending $524,430 on specific targeted programs. In addition, in response to the 

Citizen's interrogatory 274, SSU stated: "SSU has not made a comparison between 

the projected water saving that could result from the enhanced conservation program 
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and the water savings that could be achieved from any particular rate design." In my 

opinion, this is another kndamental flaw in SSUs approach to its conservation 

program. SSU is essentially asking its customers to pay considerable amounts of 

money to help produce conservation when a change in its rate design could produce 

the same or more conservation for a fraction of the cost. 

What are your recommendations with respect to SSU's water conservation program? 

Given SSUs lack of overall conservation planning and costbenefit analyses the 

Commission would be justified in disallowing all of SSU's conservation expense. 

Nevertheless, I recommend that the Commission allow some of SSU's expenditures, 

specifically, $175,957. This produces a disallowance of $3 13,473 associated with 

SSU's conservation expenses. In addition, the Commission should remove from 

SSUs expenditures $35,000 to recognize that the South Florida Water Management 

District is assisting SSU with the funding of some of these programs. In total I 

recommend that the Commission disallow $348,473 of SSU's proposed 1996 

conservation expenses. 

I have allowed some conservation expenditures because it is my understanding that 

the water management districts require SSU to have a public education program in 

order to qualify for a consumptive use permit. I have also allowed most of the 

expenses associated with the Marco Island conservation program because of the high 

consumption per customer on the island and the potential water shortages faced by 

this community. I have disallowed all costs associated with the six targeted 
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communities because SSU has not shown that the conservation programs are cost 

effective and because SSU can gain as much or more conservation by merely changing 

its rate structure. This is decidedly less expensive than SSUs proposal. I also have 

disallowed all costs associated with public relations efforts. If the Company's 

description indicated that it was public relations-related, I disallowed the cost. In 

addition, I recommend disallowance of one-halfof SSUs advertising costs which SSU 

claims are conservation related. SSU has not demonstrated that these ads are in fact 

solely designed to produce water conservation. In fact, my review of past 

advertisements susests that they are designed for both purposes--public relations and 

conservation. I also recommend disallowance ofthe water audit cost and survey costs 

associated with Marco Island for the reasons previously described. 

Next, I recommend that the Commission disallow a portion of the cost associated 

with sponsorship of a 1996 conservation education program. SSU has not justified 

the increase in 1996 expenditures budgeted for this program. In fact, SSU has not 

provided any information on the nature or benefits of this sponsorship. Finally, as I 

just mentioned, SSU will receive $35,000' in cost share i k d s  from the South Florida 

Water Management District. SSU failed to take these funds into consideration when 

developing its 1996 budgeted expenses. Since SSU will not incur these costs, they 

should not be recovered from ratepayers. My specific recommendations are set forth 

SSU has received approval of its request for $lO,oOO to fund its 1995 water conservation rebate program. 
SSU has submitted a proposal for funding of $25,OOO in 1996. According to SSU's response to Citizens's 
Document Request 163, the 1996 request has been approved. 
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on Schedule 7. 

Gain on Sales and Equity Adjustments 

Please turn to the fourth section of your testimony. Has SSU recently sold assets for 

which it recognized a gain on the sale? 

Yes, these gains, and in one instance a loss, are shown on Schedule 8 of my exhibit. 

As shown, the largest after-tax gain, $19,088,063, occurred in 1994 when SSU sold 

its Venice Garden Utility (VGU) to Sarasota County, under the threat of 

condemnation. I have included the total pre-tax gain on this system as an after-tax 

gain due to the unique tax circumstances of sale. Apparently, SSU took a special 

election on its income tax return such that income taxes were minimized or deferred. 

While I believe a portion of the total gain was taxed or deferred, SSU has, to date, 

refbsed to provide a copy of SSU's income tax returns as requested by the Citizens. 

If these are provided, I will adjust this figure accordingly. In addition, other 

adjustments may arise when SSU produces its income tax returns. 

SSU also recognvRd two gains from parcels of land sold at its Spring Hill system in 

1995. These two sales produced after-tax gains of $33,394 and $44,866. In addition, 

SSU anticipates selling its River Park system in 1995 for an anticipated gain of 

$33,726 and another parcel of land at Spring Hill for an after-tax gain of $201,950. 

SSU also incurred a loss of $115 associated with the sale of land in Seminole 

County. In total, these gains and the one loss amount to $19,401,882. 

Are you proposing that part of the gain on these sales be passed along to Southern 
', 
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States' customers? 

Yes. I am recommending that these gains be amortized over a period of five years 

consistent with the Commission's rules concerning non-recurring items. According to 

SSU's response to the Citizens' interrogatories 207 and 55, all of these assets were 

included in rate base as 100% used and usehl. SSU recognized other gains during 

1993 and 1994, but the associated assets were not included in rate base. I have, 

therefore, not included these other gains in my calculation of the amount of the gain 

that should be amortized above the line for rate making purposes. 

SSU is likely to claim that the proceeds from the gain on the sale of VGU do not 

belong to the customers regulated by the Florida Public Service Commission, since 

the Venice Garden system was not under the Commission's jurisdiction at the time 

of the sale. In fact, when the Citizens initially requested information concerning gains 

on sales ofutility assets SSU did not provide the information with respect to Venice 

Gardens, allegedly because it was not an FPSC regulated system. This however, 

contradicts the Commission's recent decision in Docket No. 930945-WS, where the 

Commission found: 

... we find that SSU is a single system whose service 

transverses county boundaries. As such, this 

commission has exclusive jurisdiction over SSU's 

existing facilities and land in the State of 

Florida.. . . [Order No. 95-0894-FOF-WS .] 
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Given that the Company strongly advocated the position that the Commission had 

complete jurisdiction over all of its systems, I find it disturbing that SSU failed to 

initially provide the Citizens with the information requested concerning all systems 

and assets sold. 

Why do you believe that these gains should benefit Southern States customers? 

There are several reasons why these gains should be shared with ratepayers. First, 

in past p r o d i g s  this Commission has required utilities to share with ratepayers the 

gain on the sale of utility property. For example, in Docket No. 82007-EU the 

Commission stated: 

In Docket Nos. 81002-EU (FPL) and 810136 (Gulf 

Power), we determined that gains or losses on the 

disposition of property devoted to, or formerly 

devoted to, public seMce should be recognized above- 

the-line. We consider it appropriate to treat this gain 

in the same manner _.,. [Florida Public Service 

Commission, Docket No. 820007-EU, Order No. 

11307, p. 26.1 

The Commission should continue with its precedent and attribute the gain on the sale 

of these assets and land to ratepayers. 

Second, with respect to the land sales, I question how SSU could sell land that was 

previously included in rate base as 100% used and useful. One must question why 
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customers were asked to provide a return on land included in rate base that, by its 

very sale, indicates that it was not used and useful. Absent unusual circumstances, 

SSUs past actions have required ratepayers to provide a return on land that was 

apparently not used and usehl. Accordingly, consistency would require that the 

Commission allow customers to receive the benefit from these gains. 

Third, while Southern States will claim that no costs of the VGU system are being 

borne by the remaining FPSC regulated systems, this is not completely accurate. 

Because of the sale, FPSC systems, as well as the other systems, are absorbing the 

A&G and general plant costs that would have been allocated to VGU had it not been 

sold. Thus, indirectly through the allocation of common costs, Southern States' 

customers are paying for a portion of the costs that would have been allocated to 

VGU. 

For these reasons, I believe the Commission should impute to the benefit of Southern 

States customers a portion of the gain on the sale of Venice Garden and the 

properties at Spring Hill, the anticipated sale of the River Park System3 and the 

anticipated sale of land at the Spring Hill system. 

In SSU's last rate case the Commission determined that the gain on sale of an SSU 

system should not be shared with ratepayers. Do you agree with the Commission's 

Ifthe Commission adapts my recommendation with respect to the gain on sale of the River Park system, 
it would need to consistently adjust the allocation of administrative and general and customer expenses 
to remove these customers from the allocation factor and redistribute the costs. 

3 
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decision? 

No. In addition to the reasons addressed above, there are several other reasons the 

Commission should allocate of portion of the gains to customers. First, as I mentioned 

earlier, the Commission has determined that all of SSUs systems are under its 

jurisdiction, as such, the gain on sale resulting from the VGU system should be 

shared with all customers of SSU regulated by the Commission. 

Second, in the past, under circumstances similar to the present case, the Commission 

has required customers to absorb the loss on the sale of an entire system. Specifically, 

in Order No. 17168 the Commission found: 

Subsequent to the test year, Southern States sold the 

Skyline W s  water system to the Town of Lady Lake 

We believe the gain or loss on the sale of a svstem 

should be recognized in setting rates for the remaining 

svstems Based on the net investment in plant by the 

utility, closing costs, and the purchase price, the sale 

ofthe Skyline Hills system resulted in a loss of $5,643 

This loss should be amortized over a three-year period 

resulting in an annual expense of $1,881 [P 9, 

emphasis added ] 

It would be unfair for the Commission in the above instance to require the customers 

to absorb a loss after the sale of an entire system, but not to sirmlarly allow them to 
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share in any of the associated benefits. Unless the Commission consistently treats 

gains and losses the same, customers will be caught in a "catch 22"--if it's a loss, 

customers pay, but if it's a gain, customers get nothing. 

Third, SSU anticipates selling other systems in the fkture In his deposition, Mr. 

Sweat indicated that his recommendation to divest several additional systems was 

viewed favorably by SSUs management. Mr. Sweat's recommendation comes from 

a draft strategic plan developed by himself and others. This plan specifically targeted 

several systems: 

... this look at ourselves must include a look at systems 

such as Marc0 Island, Kingswood, Oakwood, Holiday 

Haven, Leliani Heights, Fox Run, Fisherman's Haven, 

Beecher's Point, Wootens, Tropical Isle, Jungle Den 

and SUMY Hills. An evaluation over an eighteen 

month period will be conducted on the feasibility of 

SSU's divestiture [of] these and other specific satellite 

operations. A critical look will be given to certain 

operations that fall into singular categories such as: 

. geographically strains operating and 

maintenance performance 

. stagnated growth or no growth 

. politically correct 
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. water supply originates from another 

source 

. exceptionally high operating cost 

. capital intensive 

These systems for the most part are stifled by small 

customer numbers, geographical distances, inhibiting 

water purchase agreements, etc. pesponse to Citizens 

Document Request 161.1 

It is evident from SSU's strategic plan that it anticipates sales in the hture and that 

such sales will be a recurring item. 

Fourth, SSU will undoubtedly argue that VGU has always been treated as stand alone 

for ratemaking purposes. While true, this does not mean that there have not been 

costs incurred for the benefit of the VGU system that were in fact paid for by the 

other systems of SSU. SSU's method of allocating all administrative and general 

expenses requires that all customers share in these costs regardless of which system 

incurred the expense. For example, in the Marco Island rate case Docket No. 

920655-WS, I testified that the Company incurred approximately $14,000 in legal 

fees concerning either permitting or EPA and/or DER violations for the Venice 

Gardens system. [Response to Citizens Interrogatory 307, Docket No. 920199-WS 

and Citizens Interrogatory 64, Docket No. 920655-WS.] These fees were not directly 

charged to the VGU system, but were instead charged to all customers of SSU, 
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contrary to my recommendations. While the amount in this particular instance was 

not large, SSU has made it a policy to treat all of its systems as if they were one, 

allocating all administrative and general expenses and customer expenses regardless 

of what system the expenses were incurred to benefit. Either SSU is one system as 

it argues, or it is not. Under SSU's theory---it is one system--there should be no 

distinction between one group of customers and the next--all should share in the costs 

and all should share in the benefits, including gains on sales. 

Schedule 8 also includes the gain on sale from the St. Augustine Shores system. 

Would you explain why you have included this gain? 

Yes. As I mentioned above, the Commission did not approve of sharing this gain with 

customers in the last case. However, I respectfully disagree with the Commission's 

decision in that case and I believe that given that SSU's customers have been required 

to absorb losses from sales of entire systems, that it is only fair that they likewise 

share in the gains. Accordingly, I have included in my calculation of the gains that 

should be attributed to ratepayers the gain on St. Augustine Shores. 

Have you developed a recommendation concerning the amount of the gain that 

should be attributed to Southern States' customers? 

Yes. Using the number of customers as a basis to distribute the gain between the 

various systems, I determined that Southern States filed FPSC systems' share of the 

gain is $16,817,059. I recommend that the gain be amortized over five years, so the 

adjustment to increase test year net operating income would be $3,363,4 12. 

Have you attributed any of these gains to stockholders? 
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Yes, I have. With respect to the gain on the sale of the VGU system , I attributed the 

portion of the gain that would have been allocated to VGU had it still been a part of 

the SSU family. The portion of the gain that I attributed to SSUs stockholders was 

$1,651,117. I made the same type of allocation with respect to the sale of St. 

Augustine Shores, with $ 1  18,020 attributed to shareholders. 

With respect to the other assets, systems, and land that was sold or anticipated to be 

sold, I attributed 3% to stockholders. I believe the remainder, 97%, should be 
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moved above the line. The percentage attributed to stockholders is based upon the 

percentage of SSUs efforts devoted to its acquisition program. For these gains, I 

have estimated the after tax gain to be $3 13,820. Of this amount $304,405 should be 

moved above the line and attributed to SSU's remaining customers. Using a five year 

amortization this produces an adjustment to test year net operating income of 

$60,881. 

Do you have an alternative recommendation if the Commission does not adopt your 

primary recommendation? 

Yes. Ifthe Commission treats these gains as non-utility or does not pass them along 

to ratepayers then I believe that, at a minimum, the associated dollars should be 

removed from the equity portion of SSU's capital structure. Assuming the 

Commission makes the determination that these funds are nonutility and thus belong 

to stockholders not ratepayers, then it is only appropriate that these funds be removed 

fiom equity. This Commission has historically determined that nonutility assets should 
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be removed from the equity component of the capital structure. In my opinion, a 

determination that these funds should not be attributed to ratepayers is analogous to 

attributing them to nonutility functions. As such, SSUs equity should be reduced by 

$8,940,411. This amount is net of the $12.0 million SSUs paid to MPL in the form 

ofdividends in 1994. This adjustment would reduce SSUs requested overall cost of 

capital structure from 10.32% to 10.20%--with an associated reduction to SSU's 

requested net operating income of $189,463 and a reduction to its revenue 

requirement of $322,977. 

Do you recommend any other adjustments to the equity component of SSU's capital 

structure? 

Yes, as depicted on Schedule 9, I recommend that the Commission adjust the equity 

component of SSU's capital structure to recognize the reknd the Commission ordered 

SSU to make pursuant to Order No. PSC-95-1292-FOF-WS. In that Order the 

Commission ordered SSU to refund the difference between the statewide rates 

approved in Docket No. 920199-WS and the rates approved in Order No. PSC-95- 

1292-FOF-WS. As a result of this refund of approximately $8.2 million, SSU will 

incur a reduction to its 1996 net operating income of approximately $4.8 million or 

more, depending upon when SSU makes the refund 

I also recommend that the Commission reduce SSU's equity ratio to remove the 

general plant allocated to its gas operations. It appears that SSU only removed the 

direct investment in its gas operations from the equity component of its capital 
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structure. To be consistent with this adjustment, the Commission should also remove 

$203,924 associated with the general plant that was allocated to its gas operations. 

As shown on Schedule 9, these adjustments reduce SSUs overall cost of capital 

from 10.32% to 10.27%. It also reduces SSUs required net operating income by 

$80,750 and its reduces its revenue requirement by $143,153. This schedule also 

depicts the change in the Company's overall cost of capital using the cost of equity 

recommended by Citizens's cost of equity witness. As shown using a cost of equity 

of 10.10% and the equity adjustments that I recommend, SSU's overall cost of capital 

is reduced to 9.43%. 

Revenue Adjustments 

Please tum to the iifth section of your testimony. Would you discuss the adjustments 

that you have made to SSU's test year revenue? 

I have made several adjustments to SSU's test year revenue. These adjustments are 

depicted on Schedules 10 through 20. Schedules 10 through 18 relate to the issue of 

weather normalization. Schedule 19 adjusts SSU's variable expenses for the increase 

in consumption that I recommend due to SSU's failure to adequately consider the 

effects of rainfall on consumption. Schedule 20 relates to revenues associated with 

new reuse customers on Marco Island. I am also proposing an adjustment for the 

revenue effect of SSUs conservation program. The impact of this adjustment is 

depicted on Schedule 3. 

Would you please discuss your weather normalization adjustments? 

Certainly. SSU has proposed to use a projected 1996 test year in this proceeding. To 
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derive its billing units (gallons) for the projected test year, SSU averaged 1991 

through 1994 gallons and then increased this average by the historic compound 

average growth rate in customers over the same period of years. This computation 

was made on a system by system basis. 

The primary flaw in SSU's methodology is that it has failed to take into consideration 

the impact of weather, in particular rainfall. During 1994 SSU's billing units were 

notably understated due to heavy amounts of rainfall. SSUs management reports are 

replete with references to the abnormal level of rainfall depressing 1994 revenue. 

Likewise, SSU's MFRs indicate the costs for several systems were either higher or 

lower due to the heavy rainfall experienced during the historic test year 1994. 

Similarly, in a letter to Dr. Whitcomb, Mr. Isaacs wrote that: "...last year there was 

a substantial increase in rainfall from recent years ....'I [Response to Citizens 

Document Request 107.1 Mr. Bencini , in his deposition, also made reference to the 

abnormally high level of rainfall experienced during 1994. 

SSU apparently considered a specific adjustment for the effects of rainfall on its 

consumption data, but for whatever reason rejected using such an approach. In a 

memo to Forrest Ludsen from Tony Isaacs, Mr. Isaacs wrote: 

We may have a slight problem in the weather 

normalization. To do the extensive analysis he had 

originally planned John would need data that are not 
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on-line with N O M  He is checking with the 

climatologist at Southwest Water Management 

District to see where the data is available from. 

This doesn't mean he can't do the study, just 

that it may not be as in depth as originally 

proposed To gather data manually from 

different sources would hold up the study by 

several weeks, which we don't have. 

[Response to Citizens Document Request 

107.1 

For some unknown reason SSU abandoned its efforts to directly adjust its 1994 billing 

units to account for the impact of abnormally high levels of rainfall. SSU, however, 

did have Dr. Whitcomb prepare an analysis that examined the impact of weather (Net 

Irrigation Requirements) on SSU's consumption. This analysis was not used for 

purposes of the instant rate case. 

SSU maintains that its method of determining test year billing units helps solve some 

ofthe problems associated with its failure to normalize its billing units. This results 

because SSU has averaged four years worth of data. The implicit assumption in SSUs 

rationale is that while in some years the rainfall might be high in other years the 

rainfall would be low and on average the result produces billing units that reflect 

normal weather. This is a relatively simplistic and inaccurate assumption. SSU 
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indicated in its response to Citizens's interrogatory 97, that to develop a model to 

accurately measure the impact of weathedrainfall "would be extremely complex and 

unduly costly to prepare and maintain." [Response to Citizens Interrogatory 97.1 

Have you reviewed any data which demonstrates that rainfall was abnormally high 

during the period used by SSU to average test year billing units? 

Yes. Schedules 10 through 15 demonstrate that rainfall was abnormally high for the 

years 1991 and 1994. For the years 1991 through 1994 rainfall for the majority of 

SSU's systems was above average. SSU's method of developing projected test year 

billing units is flawed and significantly understated projected test year consumption 

and revenue. 

The information presented on these schedules was obtained from SSU's response to 

StafPs interrogatory 14. This response contained rainfall data obtained by SSU from 

each N O M  station closest to fourteen of SSU's service areas. The rainfall data 

collected accounts for 96.6% of SSU's total residential consumption. The data 

collected showed inches of rainfall for the period 1960 to 1994 and it compared the 

average annual rainfall for the period 1960-90, where available, against 1991, 1992, 

1993, and 1994. I have presented a summary of this data on Schedule 10. This 

schedule shows that in almost all service areas, the rainfall experienced in 1991 and 

1994 was abnormally high, and in several instances the rainfall experienced in 1992 

was unusually high as well. For example, in the service area that contains Beacon Hills 

and Woodmere, the rainfall experienced in 1991 was 35.32% above the average for 
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the years 1960-90. Likewise, the rainfall experienced in 1992, 1993, and 1994 was 

32.82%, 12.55%, and 32.07%, respectively above the average. For the Marco Island 

and Marco Shores area, rainfall in 1991 was 34.91% above the average, rainfall in 

1992 was 3.15% below the average, rainfall in 1993 was 17.39% above the average 

and rainfall in 1994 was 12.12% above the average. In total, for Marco Island and 

Marc0 Shores, for the years 1991-94 rainfall was 15.32% above the 1960-90 average. 

As noted on this schedule there were a few months during 1991-94 where data was 

missing for three service areas. To overcome this problem, I substituted the average 

level of rainfall during the month for the period 1960-90, for the missing months. 

The results of this analysis are depicted on Schedule 1 1 .  With data available for all 

service areas for all months, it is possible to compare the total for 96.6% of SSUs 

service area. As shown on this schedule, the average annual rainfall for all of the 

systems for the period 1960-90 was 661.52 inches. This compares to 824.93 inches 

in 1991,761.12 inchesin 1992, 635.11 inches in 1993 and 818.23 inches in 1994. In 

total, rainfall for the period 1991-94 (the period SSU chose to average its billing 

units) was 14.86Y0 above the average of the 30-year period. Clearly, the time period 

used by SSU to estimate 1995 and 1996 billing units is significantly biased downward 

due to the abnormally high level of raidall experienced during this time period. 

Schedule 12 of my exhibit graphically compares the level of rainfall experienced in 

each of the years 1991 through 1994 to the average experienced over the period 

1960-90. Schedule 13 contains the detailed information supporting Schedules 1 1  and 
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12. It shows the monthly rainfall for each of the years 1991 through 1994. In those 

months were there was missing data, I substituted the average for the period 30-year 

period. I have noted when a substitution was made with the use of an astrict. 

I also prepared two similar schedules, but instead of substituting the average for the 

months of missing data, I substituted zero. In other words, I assumed that there was 

no rainfall in the months when there was missing data. This is an unrealistic 

assumption, but it nevertheless still shows that even with this overly conservative 

assumption, rainfall experienced in the years 1991, 1992, and 1994 was above 

average. As shown on Schedule 14, during 1991 rainfall was 24.40% above average, 

during 1992 it was 13.04% above average, during 1993 it was 6.61% below average, 

and during 1994 it was 21.02% above average. In total for the four year period, 

rainfall was at least 12.95% above normal. Schedule 15 shows the detail supporting 

Schedule 14. 

The data presented on Schedules 10 through 15 demonstrates that, to the extent 

rainfall affects consumption, which even SSU has been forced to admit, the billing 

units used by SSU to estimate its 1995 and 1996 billing units are woefully understated 

due to the above average level of rainfall experienced over the period 1991 though 

1994 The Commission should reject the method used by SSU to project its 1995 and 

1996 b i l k  units and projected test year revenue 

Have you developed an alternative to SSU's projected test year billing units? 

r 

Q 
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Yes, I have. The results of my analysis are depicted on Schedule 16. My alternative 

uses the results of a study prepared by Dr. Whitcomb entitled "Financial Risk and 

Water Conserving Rate Structures" and produced in response to Citizens's document 

request 24. In that study Dr. Whitcomb estimated the impact of rainfall (actually Net 

Irrigation Requirements) on SSUs water consumption. While the study prepared by 

Dr. Whitcomb did not capture the effects of net irrigation requirements for all 

systems, the study did encompass 96.6% of the total SSU residential water use. 

Accordingly, since the majority of SSU's residential water consumption was captured 

in this study, I have used it to estimate the impact of weather on SSU's billing units. 

The results of the study indicate that average annual weather normalized water 

consumption for SSU's residential customers equals 9,476 gallons per bill per month. 

I used this estimate to develop weather normalized billing data for residential 

customers for the projected test year 1996. The results of this analysis are shown on 

Schedule 16. Using the number ofbills for residential customers projected by SSU for 

1996 I applied the weather normalized consumption per bill to arrive at the 1996 

projected billing units. As shown on this schedule, using this method produces an 

increase in projected 1996 residential consumption of 1,227,876,000 gallons. 

Multiplying this increased consumption by SSU's test year gallonage charges 
I ,  18q,WY 

produces an increase in test year revenue of $1,937,647. Accordingly, I recommend 

that the Commission increase projected test year revenue by $1,937,947. 

Did you prepare any other analyses of SSU's proposed test year billing units? 

I ,  ras, wf 
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Yes. The results of this analysis is shown on Schedule 17. Instead of using SSU's 

1991 through 1994 average consumption as the starting point to project 1995 and 

1996 billing units and revenue, I used the average of 1992 and 1993. I excluded 1991 

and 1994 for three reasons. First, as I have discussed, 1994 experienced an 

abnormally high level of rainfail and therefore distorts the average. Second, 1991 also 

was a year when the rainfall was abnormally high and would tend to understate the 

consumption. Third, SSU has indicated that the 1991 data is not particularly reliable. 

As shown on this schedule, if 1992 and 1993 billing units are used to project 1996 

billingunits, an increase in total consumption of 3 18,515,813 results. This produces 

increased test year revenue of $428,398. If the Commission does not accept my 

primary recommendation to increase test year revenue by $1,937,947, then I 

recommend that it increase test year revenue by $428,398. 

Have you examined other data which suggests that SSU's estimation method 

understates test year billing units and therefore revenue? 

Yes. Schedule 18 shows SSU's historical and projected test year billing units by year 

and the average consumption per customer by year. As shown on this schedule, for 

all FPSC systems, in 1991 SSUs customers consumed an average of 10,515 gallons 

per month, in 1992 they consumed 10,935, in 1993 they consumed 11,124, and in 

1994 they consumed 10,016. It is interesting that customers on average tend to show 

increased consumption per year with the exception of 1994. It is not clear to what 

degree this decline is influenced by abnormally high levels of rainfall or other factors 
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such as conservation. Nevertheless, if 1994 data is ignored as being abnormal, one 

would expect to see an increase in consumption per customer projected for 1995 and 

1996. 

However, SSUs projections show just the opposite. Specifically, for 199S4 SSU's 

estimate of gallons and bills suggests that on average customers will consume 10,327 

gallons per month. For 1996', the results are lower with customers consuming 10,283 

gallons per month. Both of these estimates are substantially below the actual 1991, 

1992, and 1993 consumption per customer and only slightly higher than the amount 

experienced in 1994. SSU's estimated consumption per customer for 1995 and 1996 

is even below the average for the four years which is 10,640. Since SSU has not 

demonstrated to what degree, if any, conservation has affected 1994 consumption it 

is not possible to accurately assess its impact on 1994 consumption data. Because 

SS'Lps conservation program has been in effect since 1991, one would expect these 

earlier years to reflect the impact of conservation on consumption. 

One difference between 1994 and earlier years would be consumption related to 

18 

19 

20 

SSU's enhanced conse.rvation efforts on Marco Island. But, SSU's pilot conservation 

program for Marco Island did not begin until late 1994. Therefore, its impact would 

be minimal. Nevertheless, even if the full impact of SSU's enhanced conservation 
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program on Marco lsland were added back to 1994 billing units, the total 

consumption per customer would increase to only 10,103, which is still substantially 

below prior years. In summary, it is evident that for whatever reason, weather or 

other factors, SSUs 1994 billing units are sigNficantly below prior years. By including 

this data in the base firom which its projections are determined, SSU has understated 

projected test year billing units and revenue, and overstated its revenue requirements. 

Did you make an adjustment to account for the increased expenses associated with 

the increased consumption that you recommend? 

Yes. My adjustment is shown on Schedule 19. If the Commission accepts my 

recommendation to increase test year billing units by 1,227,876,000, then it would 

need to likewise adjust test year variable expenses to account for the increased 

consumption and related costs. As shown on this schedule, this adjustment would 

increase test year expenses by $515,332. 

Would you please address your next adjustment to test year revenue? 

Yes. The next adjustment, shown on Schedule 20, relates to effluent sales to new 

customers on Marco Island. SSU assumed that during the projected test year it 

would no longer be providing potable water to Hideaway Beach and the Tommy 

Barfield School, but instead would be providing effluent for reuse to these two 

customers. Accordingly, SSU reduced test year revenue by $183,688 and increased 

wastewater revenue by $13,668. 

In response to Citizens's interrogatory 192, SSU indicated that the Hideaway Beach 
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reuse facilities would not be on-line by the end of the projected 1996 test year. In 

depositions, SSU's witnesses did not know if the Tommy Barfield facilities would be 

in place by the end of the projected test year SSU will be providing a late-filed 

deposition exhibit to answer this question. For purposes of making my adjustment I 

have assumed that the Tommy Barfield reuse facilities will not be in-service by the end 

of the projected test year. Accordingly, as shown on Schedule 20, I have increased 

test year water revenue by $183,668 and reduced test year wastewater revenue by 

$13,688. 

Earlier you mentioned that you made an adjustment related to SSU's conservation 

program. Would you please explain this? 

Yes. As discussed in the third section of my testimony, I recommend that the 

Commission reject some of SSU's proposed conservation expenses for the six targeted 

communities. If SSU likewise does not implement its conservation program for these 

systems, as it has suggested it would not if the expenses are not approved by the 

Commission, then the conservation revenue impact estimated by SSU would also not 

materialize. Schedule 3 of my exhibit removes the revenue effect of the conservation 

programs for which I recommend disallowance of the related costs. As shown, test 

year revenue should be increased by $70,710. 

For consistency I have also adjusted the variable expenses that would change as a 

result of the change in consumption. SSU failed to make this adjustment. Specifically, 

in response to Citizens's interrogatory 310, SSU indicated that it did not adjust 
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variable expenses for the associated decline in consumption related to its conservation 

proposal. Schedule 3 of my exhibit shows the amount expenses that should be 

reduced if the Commission adopts SSU's proposal as well as the amount expenses that 

should be reduced if the Commission adopts my proposal. As shown, under my 

recommendation, test year expenses should be reduced by $33,372. 

Acquisition Program 

Please turn to the next section of your testimony. Would you address SSU's 

acquisition program and its affect on customers? 

Yes. SSU has an aggressive acquisition program underway. It is in the process of 

attempting to acquire several systems. In its strategic growth plan SSU suggested that 

even though: 

the market today is considered a 'sellers' market, the 

opportunities are such that Southern States should add 

50,000 customers to its current customer base within 

five years. SSU can achieve customer growth by 

adopting an aggressive acquisition attitude, and 

soliciting resources 6om our parent Minnesota Power. 

We must consider paying more than rate base for 

utilities that fit our growth needs and accomplish our 

financial goals. [Response to Citizens Document 

Request 16 1 .] 

SSUs report elaborated further with respect to the types of systems it expects to 
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target: 

This report recommends that an immediate full scale 

effort be placed on the acquisition of the targeted 

FPSC A&B utilities in Florida. However, included 

with this acquisition effort is a commitment to the 

smaller utilities that are strategically located or 

othenvise a natural fit into SSU family of systems. The 

report details our acquisition strategy outside Florida 

in the southeast corridor states. It list[s] our 

acquisition target states, from the first to last, and our 

reasoning behind our choices. [Ibid.] 

It is clear from SSU's strategic plan that SSU is not planning on buying small run 

down systems that are considered by some to be nonviable. In fact, its strategic plan 

and its divestiture plan suggests just the opposite. Contrary to some beliefs, SSU is 

not the savior for small run-down nonviable systems. 

Does Southern States suggest that its acquisition program is beneficial to its 

customers? 

Yes. Southem States has continually argued that by acquiring more systems it can 

reduce its costs on a per unit basis. In other words, as SSU grows it can spread its 

fixed costs over a larger customer base. In the instant case, Mr. Vierima testified that 

in addition to economies of scale and other efficiencies offered by Southern States, 

its size enables it to hire specialists who concentrate their efforts on certain limited 
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fields of expertise and identify areas where costs can be decreased or quality of 

service improved. [Testimony, p. IO.] 

Have you examined any evidence that suggests that SSU's acquisition program is not 

necessarily beneficial to customers? 

Yes, I have. First, as shown on Schedule 21, I examined the impact of SSU's 

acquisition of Buenaventura Lakes on the costs of this system on a before and after 

acquisition basis. I compared the stand alone cost of Buenaventura Lakes to the cost 

of providing service under SSU's ownership. As depicted on tb's schedule, SSU's 

acquisition of this system actually increased the cost to the customers of 

Buenaventura Lakes--it did not decrease, as would be expected if SSU's acquisition 

offered it the economies of scale SSU so often touts. As shown on this schedule, the 

cost to operate Buenaventura Lakes on a stand alone basis in 1996 dollars is 

$1,957,883. This compares to the cost after acquisition by SSU of $2,503,780, also 

in 1996 dollars. In other words, instead of decreasing costs, SSU's acquisition of this 

system increased its operating costs by $545,897--or 28%. 

The most alarming aspect of the increase is depicted under the category administrative 

and general expenses. This would normally be the area of expenses were a reduction 

would be reflected since these costs are relatively fixed and SSU should be able to 

provide service at less cost than a stand alone system. Contrary to my expectation, 

SSU's acquisition of Buenaventura Lakes increased administrative and general 

expenses by $494,532---an increase of 123%. Clearly there were no economies of 
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scale to the customers of Buenaventura Lakes after it was acquired by SSU. 

Have you reviewed any other information concerning Buenaventura Lakes which 

suggests that either SSU has not properly identified the potential cost savings as a 

result of acquiring Buenaventura Lakes, or that others could operate it more 

efficiently? 

Yes. The City of Kissimmee was interested in purchasing this system. It ultimately 

concluded that the system should not be purchased because the asking price was too 

high and consequently it would not produce a positive cash flow. Nevertheless, the 

City prepared a study to examine the cost of providing service to the customers on 

a stand alone basis as well as ifit were acquired by the City. This analysis showed that 

while the cost to operate the system would increase, it would only increase by 

$32,00O--not over $500,000, It is also worthwhile to note that if the City had 

acquired this system, customers rates would have decreased not increased as 

requested by SSU in the instant case. Specifically, if this system had been acquired by 

the City, the rates for these customers would have been $1.19 per 1,000 gallons for 

water and $4.03 per 1,000 gallons for wastewater. This compares to SSUs proposed 

rates of $2.16 and $4.74, respectively. The base facility charge would have also been 

lower. The BFC for water under the City's tariffs is $2.23 and for wastewater it is 

$8.05. This compares to SSU's request of$9.17 and $17.59, respectively. 

SSU also did a preliminary analysis of the cost to operate Buenaventura Lakes if it 

was acquired by SSU when it was pursuing the system. Contrary to the amount 
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included in SSUs test year expenses, SSU projected that it could reduce 

Buenaventura's administrative and general expenses by one-half. In the instant case, 

SSU only removed 21% ofBuenaventura Lakes administrative and general expenses 

prior to adding SSU's administrative and general expenses6 to Buenaventura Lakes. 

If 50% of the costs were reduced as originally estimated by SSU, an adjustment of 

$307,000 would be needed as opposed to SSU's adjustment of only $127,327. 

Perhaps the acquisition of Buenaventura and the impact on costs is an anomaly. Did 

you examine any other recent acquisitions? 

Yes. I made a similar comparison for SSUs acquisition ofLehigh Utilities in 1991. 

This analysis is presented on Schedule 22, and it reflects a similar result. As shown, 

on a stand alone basis, Lehigh's costs for its water operations were $803,241, After 

acquisition by SSU, its costs were $908,906 for an increase resulting from SSUs 

acquisition of $105,665. The same result occurs for the wastewater side of the 

operations. On a stand alone basis, Lehigh's operating costs were $686,013. However, 

after acquisition by SSU its wastewater operating costs increased to %822,61O--an 

increase of $136,597. 

Have you examined any other data that shows, contrary to SSU's assertions, that 

there may not be administrative and general economies of scale associated with SSUs 

larger size? 

Yes, I have. Schedule 23 examines SSUs administrative and general expenses and 

It is the addition of SSUs allocated administrative and general expenses that causes the costs for the 
Buenaventura Lakes systems to increase so dramatically. 

6 
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customer expenses per customer in 1991 compared to the expenses in 1994, 1995, 

and 1996. As shown on this schedule. and contrary to expected results, SSU's 

administrative and general and customer expenses have actually increased on a per 

customer basis. In 1991, the cost per customer of its administrative and general and 

customer expenses was $54.18. This cost increased to $70.26 in 1994, to $74.03 in 

1995, and to $76.78 in 1996. From 1991 to 1996 SSU's number of customers 

increased by 6,207. Despite this increase in the number of customers, the actual cost 

per customer increased This result is the opposite of what one wo'  'd expect if there 

were the economies of scale alleged by SSU. In fact, this schedule suggests that there 

are diseconomies of scale associated with SSU's larger size and the acquisition of new 

systems. 

Your analysis suggests that SSU's customers have not benefited from SSU's 

acquisition program. How can the Commission protect SSUs customers from these 

inefficiencies? 

I recommend that the Commission reduce SSU's adjusted test year expenses to 

account for the diseconomies of scale or inefficiencies that I have identified. To 

develop this adjustment, I allowed SSU to recover the cost per customer of its 

administrative and general expenses as incurred in 1991. I then multiplied this cost, 

$54.18, times SSU's 1996 average number of customers to arrive at a 1991 level of 

expenses adjusted for the current number of customers. This produced an expense 

level of $8,929,022. To this amount I added inflation for the years 1992 through 

1996. This produced an allowable or efficient 1996 level of administrative and 
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general and customer expenses of $10,257,661. From this amount I subtracted the 

amount of administrative and general and customer expenses SSU is requesting in the 

instant proceeding, to arrive at a gross inefficiency adjustment of $2,395,104, 

Applying the FPSC allocation factor to this amount results in an adjustment of 

$1,818,842. From this amount I also subtracted other adjustments that I recommend 

and those of other consultants that reduce the inflated level of SSU's 1996 expenses 

relative to the 1991 level of expenses. For example, in 1991 SSU did not incur the 

same level of conservation expenses as requested in the instant proceeding. Likewise, 

I have taken into consideration the payrolVwage adjustment recommended by Mr. 

Katz as well as the other adjustments that I recommend that reduce 1996 expenses. 

By removing the impact of these other adjustments I have ensured that there would 

be no double counting of other adjustments with respect to this adjustment. As shown 

on Schedule 23, after taking these other adjustments into consideration, I recommend 

that the Commission reduce test year expenses by $243,773 to account for SSU's 

diseconomies of scale or other inefficiencies. 

Have you made any other adjustments for SSUs acquisition efforts? 

Yes, I have. These two adjustments are reflected on Schedules 24 and 25 of my 

exhibit. As shown on Schedule 24, I have reduced test year salaries by $175,928 to 

reflect the portion of SSUs salaries devoted to SSU's acquisition efforts. SSU books 

the costs of its acquisition efforts to an account that is recorded below the line. 

However, for purposes of the projected test year SSU failed to recognize the full 

amount of costs that should be recorded below the line. SSU estimated that $30,585 
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would be recorded below the line for its acquisition salary-related efforts. This 

amount, however, is substantially less than what was recorded below the line in 1994 

and is substantially less than what should be recorded below the line in 1996. 

Schedule 24 shows each person that expended time on SSUs acquisition efforts in 

1994 and the percentage of their time devoted to this effort. To arrive at the amount 

to remove l?om the 1996 test year, I used the percentage of time actually devoted in 

1994 applied to each person's 1996 base salary, with three exceptions. The exceptions 

include the three individuals that work in the corporate development section of SSU. 

This is the department at SSU that is primarily responsible for SSUs acquisition 

efforts. Accordmg to Mr. Sweat, he spends approximately 90% of his time on SSUs 

acquisition efforts. Therefore, instead of utilizing the percentage actually recorded 

in 1994 for Mr. Sweat and his subordinates, I used Mr. Sweat's current estimate of 

the time he expends on SSU's acquisition program. Since SSU intends to increase 

its acquisition efforts relative to 1994 it is only reasonable that a larger portion of Mr. 

Sweat's salary and his subordinates' salaries be recorded below the line in 1996. My 

estimate ofthe additional salaries that should be removed from test year expenses and 

recorded below the line is most likely quite conservative. I have not increased any of 

the percentages ofother persons in SSU that work on the acquisition of new systems, 

despite SSUs increased effort in this area. As shown on this schedule, my adjustment 

reduces test year expenses by $175,928. 
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The next adjustment that I recommend is similar As shown on Schedule 25, I have 

removed from test year expenses 90% of the amount of material and supplies, 

transportation, and miscellaneous expenses charged to Mr. Sweat's responsibility 

center. Since the majority of Mr. Sweat's time is devoted to SSU's acquisition 

program it is only logical to conclude that the same percentage of expenses should 

likewise be charged below the line. The adjustment that I recommend reduces test 

year expenses by $10,742. 

Expense Adjustments 

Please turn to the seventh section of your testimony. What other adjustments do you 

recommend? 

I am recommending several other adjustments. These are shown on Schedules 26 

through 36. The first adjustment shown on Schedule 26 removes from the test year 

the salary of the Company's public relationdgovemental relations employee. In 

response to Citizens's interrogatory 114, SSU stated that for the projected test year 

it did not record below the line any salaries related to lobbying. With respect to the 

salary of its employee designated for its governmentdlobbying efforts, SSU 

responded "The 1995 budget contains no below the line salary expense for lobbying 

although the budget does include a charge of $92,000 for lobbying costs to be 

performed by outside consultants. The 1995 budget was prepared prior to Mr. Smith's 

hiring at SSU, and therefore, his labor being included in lobbying costs was not 

anticipated." [Response to Citizens Interrogatory 114.1 
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I have reviewed the travel vouchers of Mr. Smith for the year 1995 and most of his 

travel relates to lobbying efforts. For example, his expense reimbursement request for 

March 1995 contains the following descriptions: "lobbying activities-telephone calls," 

"lobbying activities-lodging," and "legislative committee meeting-Tallahassee airfare". 

Similar descriptions are made on his reimbursement request for May 1995, some 

examples include: "legislative dinner"," lobbying activities," and "Tallahassee 

Chamber Meeting for Legislator-Tallahassee tickets". Other examples on his expense 

reimbursement requests for other months include such descriptions as: "Public 

Relations Society of America Chapter Meeting," "Tallahassee-lobbying dinner," and 

"Tallahassee Legislative Relations". [Response to Citizens Document Request 85.1 

With rare exception, Mr. Smith's travel has been mainly related to lobbying andor 

public relations. 

Correspondence between Mr. Smith and SSVs lobbying consultant also confirms Mr. 

Smith's dominant role as a lobbyist for SSU. For example, in a letter to Mr. Sharkey, 

SSU's lobbying consultant, Mr. Smith wrote: 

Thank you again for including me on the guest list for 

dinner with the Governor and Mrs. Chiles. It was a 

most enjoyable and memorable evening. While the 

affair was intended as a tribute [to] the excellent work 

you've done on behalf of the Governor, it was I who 

felt honored to be in attendance. pesponse to Citizens 
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Audit Request 222.1 

In a fax to Mr. Smith, Capital Strategies (SSU's lobbying consultant) wrote: 

"Attached is an agenda for the meeting in Tallahassee next week. I have ascertained 

that the Governor is in town on the 30th and have requested a 'courtesy visit' with 

him. His scheduling office will let me know tomorrow. I will call you." [Ibid.] 

Other correspondence also supports Mr. Smith's involvement in lobbying for the 

benefit of SSU. In a memorandum from Mr. Sharkey to M r  Smith, h4r. Sharkey 

wrote: 

I spoke with Kari Hebrank of the Association of 

Counties regarding the water and sovereignty issue for 

the counties. She is going to be handing the topic in 

the Legislature for the Association. She told me that 

Mike Twomey had attempted to excite the Association 

into developing legislation supporting statutory 

authority for counties to regulate investor-owned 

utilities. She told me that she does not believe that the 

FAC will actively promote this initiative but they have 

developed a legislative position in support of the 

concept. I mentioned to her my conversation with 

John Hart, the incoming President of FAC and his 

concern that the Association not get too 
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involved in this issue. Kari does not want the 

association to get out in front on this. We need 

to educate their executive committee on the 

issue as soon as possible, which I will start to 

do immediately. [Ibid.] 

It is apparent from the correspondence between Mr. Smith and SSU's lobbying 

consultant that Mr. Smith is one of the main contacts at SSU who hand1 -s legislative 

matters. Mr. Smith is also a registered lobbyist for SSU. [Response to Citizens 

Interrogatory 95.1 The Commission has historically not permitted the recovery of 

lobbying and public relations activities from ratepayers. Such efforts are for the 

benefit of stockholders not ratepayers. As shown on Schedule 26, I recommend that 

the Commission remove from test year expenses $65,661 which is the 1996 budgeted 

salaries and overheads for Mr. Smith. 

What is you next adjustment? 

My next adjustment is similar. As shown on Schedule 27, I recommend that the 

Commission remove from test year expenses, those costs included in the budgeted 

test year related to public relations, government relations, and image enhancement 

The Commission has consistently found that such expenses do not benefit customers, 

but are for the benefit of stockholders. [Order No. 7669, p. 10, Order No. 11307; 

and Order No. 24049, p. 28.1 As shown on this schedule, I recommend removal of 

the following expenses: $375 associated with public relations association dues; $5,000 
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related to Florida Leadership training; $658 related to legal costs which are lobbying 

or public relations related; $900 for public relations memberships; and $13,250 

associated with corporate image enhancement. The total adjustment for the FPSC 

systems is $15,626. 

Would you please describe the adjustments shown on Schedule 28? 

Yes. There are two adjustments depicted on Schedule 28. First, as part of its goal 

setting process for 1995, SSU established a goal to reduce certain budgeted 

expenditures below the level of the approved budget by 5%. These were specifically 

identified as administrative and general and operating miscellaneous costs (material 

and supplies, telephone, postage, temporary help, etc.) and contractual services for 

legal, accounting, engineering, and other. [Response to Citizens Document Request 

56.1 Since SSU will or has presumably strived to meet this goal, I recommend that the 

Commission adjust the overall level of budgeted expenses in these categories by 5%. 

In response to Citizens's interrogatories 130 and 131, SSU indicated that the 5% 

reduction would amount to $239,000. This equates to an FPSC adjustment for 1996 

of $19 1,002. 

Second, I propose an adjustment to true-up SSUs 1995 budget to actual. For 

purposes of this adjustment I used the September 1995 year-to-day budget variance 

analysis prepared by SSU. I examined each difference between SSU's 1995 budget 

and actual expenditures made as of September 1995. For those expense accounts over 

or under budget where it appeared that the overage or underage would continue into 
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the remainder of 1995, I accordingly adjusted the expense account. These adjustments 

are shown on the bottom half of Schedule 28. The adjustments that I recommend 

reduce test year expenses by $305,033. 

What is the next adjustment that you propose? 

My next adjustment is shown on Schedule 29 and relates to SSU's request to recover 

from SSU's customers $208,776 associated with MPL's shareholder expenses. Mr. 

Vierima explained: 

The MFRs include $209,000 of costs which 

represents Southern States' portion of costs incurred 

by Minnesota Power regarding shareholder reporting 

and communication. These costs have been assessed to 

the parent and all subsidiaries based on average 

invested equity as a percent of consolidated equity. 

[Testimony, p. 35.1 

Mr. Vierima explained that the shareholder expenses include costs for shareholder 

meetings, SEC filings, stock exchange fees, rating agency fees, registrar and transfer 

agent expenses, board fees, annual and quarterly reports, proxy statements, and the 

staff assigned to respond to shareholder inquiries. [Ibid.] Other than this brief 

description, SSU has provided no support for these costs or how they benefit SSUs 

ratepayers. The Commission in the past has disallowed certain shareholder expenses 

that are passed onto a subsidiary: 
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Shareholder relations expenses are incurred for 

activities related to image building and good will. This 

type of expense is not normally allowed by this 

Commission if incurred by a utility. This type of 

expense should be disallowed if incurred by a parent 

and passed through to subsidiary companies. [Order 

No. 11307, p. 23.1 

The Commission has also disallowed ownership/investor costs allocated f. xn a 

parent company. [Order No. PSC-0708-FOF-TL, p. 3 1.1 

In my opinion, SSU has not demonstrated that the costs it seeks to recover from 

ratepayers are appropriate. SSU has produced no documentation supporting this 

expense or that the components thereofrepresent costs that the Commission typically 

allows in rate proceedings. Accordingly, I recommend that the Commission disallow 

50% of the costs requested by SSU. As shown on Schedule 29, the Commission 

should remove $79,272 from SSU's projected test year expenses. 

Would you please explain the adjustments you recommend concerning rate case 

expense? 

The adjustments that I recommend are depicted on Schedule 30. I made two types 

of adjustments. The first relates to SSU's current rate case and the second relates to 

SSU's request to recover the cost of the uniform rate state-wide rate investigation as 

part of rate case expense in this case. 
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What adjustments are you proposing to the current rate case expense? 

I made several adjustments. First, as discussed later, I increased rate case expense 

by $30,481 to reflect the overtime included in the 1995 budget. Second, I removed 

the rate case consulting fees for witnesses that have not prefiled direct testimony in 

this proceeding. SSU's rate case expense included $30,000 for consulting fees for Mr. 

Gartzke and $20,000 for Mr. Cresse. Since neither of these consultants have provided 

direct testimony in this proceeding, I removed the associated expenses. If these 

wnc Itants are used for rebuttal testimony, it might be appropriate to add these costs 

back, at least with respect to Mr. Cresse. I also removed the cost the Company 

estimated for its cost of capital consultant, Dr. Morin. In my opinion, the 

Commission should not allow this expenses or any additional costs incurred by SSU 

for cost of capital testimony. The Commission developed the leverage formula to 

estimate water and wastewater utilities' cost of equity. This was done to ease the 

burden on the Commission and ratepayers due to the significant time and effort 

typically expended on this issue in rate cases. If SSU chooses to use a witness for this 

subject, then its stockholders should bear the associated cost, because its stockholders 

will be the sole beneficiary to any increase in the cost of equity proposed by SSU over 

the leverage graph. 

Concerning your adjustment for the state-wide uniform rate investigation, would you 

please explain the background of that case? 

Certainly. SSU first pursued the issue of uniform rates in Docket No. 900329-WS. 

That case was dismissed and as such there was no decision by the Commission 
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concerning uniform rates. In its 1992 rate case (Docket No. 920199-WS) SSU 

included a request for a capped rate--supported by SSUs witness Mr. Cresse. The 

Commission, however, went beyond the cap proposal requested by SSUs and 

ordered state-wide uniform rates, excluding only those systems which were not part 

of the "giga" rate case. This uniform rate design decision prompted intense 

opposition from systems whose rates would be materially higher than they would 

have been on either a stand alone basis, or under the rate design proposed by SSU. 

In response to this opposition, the Commission, on its own motion, opened Docket 

No. 930880, an investigation of the appropriate rate design for SSU. 

Both reconsideration and appeals of the uniform rate design aspects of the 

Commission's Order in Docket No. 920199-WS ensued. Similarly, after the 

decision in the investigation docket, the parties also asked for reconsideration of that 

proceeding and filed an appeal. 

Recently, the First District Court of Appeal, reversed the Commission's uniform 

rate design Order in Docket No. 920199-WS and the Commission subsequently 

ordered a rate design very similar to that originally proposed by SSU. Shortly after 

the First DCA's reversal of the uniform rates, SSU unsuccessfully sought review in 

the Florida Supreme Court. 

Did SSU pursue the issue of uniform rates to the hllest extent possible? 

Yes .  Although SSU did not initially propose uniform rates in Docket No. 920199- 
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WS, SSU became an advocate of the Commission's ordered rates. SSU spared no 

expense in defending uniform rates, going so far as to petition for extraordinary 

review of the First DCA decision by the Florida Supreme Court. Indicative of its 

endeavor, SSU acquired the services of former Florida Supreme Court Justice Arthur 

England who charged SSU $500.00 per hour, well in excess of the fees charged by 

counsel normally retained by SSU. 

Even though the imposition of uniform rates otherwise would have been st. jed by 

the operation of law, Le., where an order is appealed by an agency of the government, 

SSU requested and the Commission granted SSUs request to dissolve the stay of the 

Commission's Order in Docket No. 920199-WS. 

In your opinion are the costs that SSU's has incurred to pursue state-wide uniform 

rates reasonable? 

No. I do not believe that all of these costs should be borne by ratepayers. SSU has 

never maintained that the choice of uniform over stand alone rates, or visa-versa will 

affect their revenue requirement. Consequently, I question whether the considerable 

expense of advocating one rate design over any other--where the result is revenue 

neutral--is reasonably incurred. 

Was there an exception to the revenue neutrality of this rate design issue? 

Yes. When SSU successfully sought to dissolve the stay of the Commission's Order 

in Docket No. 920199-WS it may have put several million dollars of its revenue at 

risk. At the time SSU gladly accepted this risk, apparently because it believed the 
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court would affirm the Commission's decision. Contrary to its belief, other parties 

were success!kl in obtaining a reversal of the Commission's Order. Because SSU may 

be unable to recover foregone revenue from many customers, it may experience a 

revenue shortfall. 

Why do you believe SSU was willing to incur the costs you have described? 

I do not know what SSU's motives are. I question whether SSU would have incurred 

the costs that it did, if it knew that such costs would not be recovered from 

ratep: yers. SSU may believe that its stockholders will benefit in the long run if 

uniform rates are adopted by the Commission. In the absence of this reasoning, it is 

difficult to imagine a reason why SSU would spend over $400,000 on a revenue 

neutral issue. 

Hasn't SSU consistently alleged that uniform rates will benefit its customers? 

Yes it has. SSU may have an initial obligation to its customers to bring to the 

Commission a rate design which its believes is not unduly discriminatory. But SSU 

has exceeded that obligation. SSU has remained a staunch advocate of uniform rates 

primarily because it gives the appearance of lower rates to customer groups that 

might experience extremely high rate increases. Nevertheless, a large number of 

Southern States' customen are far less than satisfied with SSUs looking out for their 

interests. These customers have not only been put to the expense of arguing against 

the Commission's decision, they have also had to incur expenses arguing against 

SSUs defense ofthe Commission ordered rate design. If SSU is permitted to include 

its uniform rate design advocacy expenses in rate case expense, these customers 
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would also have to finance SSU's fight. 

What do you believe would have been an appropriate role for SSU, 

investigation? 

Clearly, SSU needed to participate in the uniform rate investigation. However, SSU's 

participation went beyond that of a utility making itself available to the Commission's 

inquiry. Nothing in the Commission's investigation put any of SSUs revenue at risk. 

In fact, the Commission's Order on this subject aptly notes that the investigation was 

revenue neutral. It was an inquiry into the wisdom and perhaps authority for 

uniform rates. SSU participated as an enthusiastic advocate in that docket as if it 

were at risk. SSU solicited and bused customers supporting uniform rates into service 

territories where there was opposition, it engaged the services of a telemarketer, and 

it hired a public relations consultant. The costs of these types of actions should not 

permitted by the Commission. 

Would you describe the costs SSU incurred concerning this investigation? 

Yes. SSU incurred $432,069 associated with the uniform rate investigation. Its costs 

include $34,358 on a telemarketing consultant, $95,285 on consultant testimony, 

$4,587 on Image Marketing Associates (SSU suggests that this was for customer 

education) $102,629 on legal services, $104,804 on FPSC notices, transportation, 

and security, $54,963 for "customer education mailings", $1,574 for open houses, 

and the remainder, $33,888, on miscellaneous travel, federal express, and the like. 

in this 

Several of these expense by their very nature should not be recovered from customers. 
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These include expenses for a telemarketing consultant, expenses for Image 

Marketing--a P/R consultant, expenses for "customer education" mailings, and 

expenses for open houses. These expenses were incurred by SSU for the sole 

purposes of gaining customer support for uniform rates. Such expenses are analogous 

to lobbying expenses and public relations expenses which the Commission does not 

allow recovery from ratepayers. SSU initiated a strong campaign to gain customer 

support for uniform rates. Its efforts included such things as placing door hanger on 

customers' doors, various unneeded direct mailings to customers, an ' busing 

customers in support of uniform rates into arm where there was opposition. SSU has 

not provided a breakdown of the $104,804 of expense associated with notices, 

transportation, and security, so it is not possible to determine what portion of any of 

this expense is reasonable. 

SSU is requesting that customers pay $432,069 for expenses incurred in the state- 

wide rate investigation. This is almost one-half of what the Company expects to 

spend in the instant rate proceeding where $1 8.0 million dollars is at stake. 

What is your recommendation with respect to expenses SSU incurred in the uniform 

rate investigation? 

Most of SSUs expenses should be disallowed. As set forth above, SSU had an 

obligation to bring to the Commission a reasonable and not unduly discriminatory 

rate design. Once this rate design was brought before the Commission, SSUs 

obligation on the issue was satisfied. SSU also had an obligation to fully co-operate 
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with the Commission's investigation. But the advocacy of uniform rates in that 

docket was unnecessary, or benefited SSUs stockholders, not ratepayers. 

Accordingly, as shown on Schedule 30, I recommend that the Commission disallow 

80% of the costs SSUs incurred, or $345,671. 

What is the next adjustment that you recommend? 

The next adjustment that I propose implements the recommendation of the Citizen's 

engineering consultant concerning excess unaccounted for water. Schedules 3 1 and 

'2 of my exhibit show that to account for excessive unaccounted for water above 

lo%, the Commission should reduce test year chemical, purchased power, and 

purchased water expenses by $67,121. 

Would you please address the adjustment depicted on Schedule 33? 

This schedule removes from test year expenses Operations and Administration 

Projects (OM) that will be fully amortized by the end of the 1996 test year. SSU did 

not adjust its 1995 or 1996 test year expenses to remove those expenses that will be 

amortized by year-end 1996. As shown on Schedule 33, my adjustment reduces test 

year expenses by $93,452. 

What is the next adjustment that you recommend? 

The next adjustment that I recommend is shown on Schedule 34. According to SSUs 

budget variance comparison for the month of June 1995, SSU overestimated the cost 

of an aquifer performance test at Keystone Heights. According to the Company's 

budget report, a change is scope reduced the cost of this OAP project by $45,000. 

According, I have reduced the cost ofthis project. Since the project will be amortized 
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over seven years, test year expenses should be reduced by $3,214. 

Would you please explain the adjustments shown on Schedule 35. 

Yes. This schedule combines several miscellaneous adjustments that I recommend. 

Many ofthese SSU has already indicated would be appropriate adjustments. The first 

adjustment shown on this schedule reduces test year salaries by $16,764 for an error 

SSU made in applying its salary increase to 1995 salaries and wages to arrive at 1996 

salaries and wages. This adjustment reduces test year expenses by $16,764. 

The next adjustment increases test year revenue for revenue received by the Company 

which was greater than the cost of providing the service. The monthly billing to 

customers of the Palm Terrace system include a fixed charge for electricity use for 

street lights. SSU receives a bill for the exact amount of electricity used. The excess 

ofthe amount collected from customers and the amount paid to electric company is 

recorded below the line for ratemaking purposes. SSU claims that this is the 

appropriate treatment because it is a non-utility fbnction. I disagree. Unless the 

expenses associated with processing the bills are recorded below the line, the excess 

revenue should be recorded above the line. Accordingly, test year revenue should be 

increased by $7,000. 

The next adjustment reduces test year purchased water expense for the Enterprise 

system by $22,753. In response to the Staffs Audit Request 145, SSU indicated that 

it erroneously included $24,720 associated with purchased water at Enterprise in its 
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1995 budget. The mount that should be removed from the 1996 test year, according 

to SSU, is $22,753. [Response to Staff Audit Request 145.1 

The fourth adjustment relates to overtime expenses. In its 1995 budget the Company 

included $30,481 for overtime related to the rate case These expenses should either 

be considered nonrecurring or moved to rate case expense. I have accordingly, 

removed them from the projected test year expenses. I have included them as an 

allowable expenses under my adjustment to rate case expense. 

The next adjustment that I propose concerns employee recognition expenses. These 

include such items as luncheons for employees and other small tokens of appreciation. 

SSU's budget indicated that additional employee recognition expenses would be 

incurred during 1995 due to the demands of the rate case. Since SSU will not be 

processing a rate case in every year following the test year in this proceeding, I see 

no reason to allow the abnormally high level of expense as if it were recurring. In 

addition, a comparison of the employee recognition expenses incurred by SSU in 

prior years demonstrates the excessive nature of the amount budgeted in 1995. In 

1992, 1993, and 1994 SSU incurred $13,989, $13,613, and $19,099, respectively 

associated with employee recognition expenses. These amount compare to a 1995 

budgeted figure of $33,785. mesponse to Citizens Interrogatory 222.1 I recommend 

that the Commission reduce this expense to the level incurred during 1994, adjusted 

for idation and customer growth. Therefore, test year expenses should be reduced 
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by $14,341 

The next adjustment relates to bad debt expense. SSU's March 1995 budget variance 

report indicated that bad debt expense was reduced by $46,955 to reflect a lower 

reserve requirement. Accordingly, I have reduced bad debt expense by $46,955. 

The seventh adjustment shown on Schedule 35 reduces test year expenses by $76,463 

for a 1 q94 Price Waterhouse audit included in the 1995 budget. SSU also included 

in its 1995 budget an audit for the year 1995. SSU's budget appears to include the 

cost of two audits, yet only one should be included. Therefore, I have reduced test 

year expenses by $76,463 to recognize this double counting. 

The next several adjustments relate to utility-related income recorded below the line 

for ratemaking purposes. With the exception of the management fee for Pirates 

Harbor, SSU agreed in response to Citizens's interrogatory 189 that this income 

should be moved above the line for ratemaking purposes. I have also moved above 

the line for ratemaking purposes the management fee charged to Pirates Harbor. I 

reviewed SSUs allocation of common costs to determine if any of these costs were 

allocated, below the line, to the management function at Pirates Harbor. Since no 

costs were allocated to this function, the associated income should be moved above 

line. The total amount ofthese adjustments is $10,997. 
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Schedule 35 also depicts an adjustment for revenue not billed. In response to 

Citizens's interrogatory 214, SSU identified several customers that receive water or 

wastewater service either free of charge or at a discount. In my opinion, if SSU 

chooses to provide water and wastewater service either free of charge or at a 

discount, these foregone revenue should be borne by stockholders, not ratepayers. 

Accordingly, I recommend increasing test year wastewater revenue by $50,595. The 

Company has not demonstrated that its other customers receive any benefit from these 

eee or discounted services. In some instances SSU indicated that in exchange for free 

or discounted services it received the use of an easement or right of way. I did not 

include these instances in my adjustment. I would note that the agreements which 

support these discounts were provided at the time my testimony was being finalized. 

If the agreements contain additional information, I will supplement my testimony 

accordingly. 

The last adjustment shown on this schedule relates to $225,100 associated with a 

cooperative funding agreement between SSU and the Big Cypress Basin for partial 

b d m g  of the Marco Island ASR Project. In its response to Citizens's interrogatory 

202, SSU indicated that this contribution was not included in SSU's proposed test 

year rate base. Accordingly, since the cost of the ASR Project is included in the 1996 

rate base, it is only appropriate to include the associated cost share hnds as CIAC. 

This adjustment would reduce SSITs rate base by $225,100 
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As shown on Schedule 35 the total miscellaneous adjustments that I recommend 

amount to: a reduction in expenses of $163,245, an increase in income of $8,474, 

an increase in revenue of $57,595, and a reduction to rate base of $225,100. 

What is the next adjustment that you propose? 

The next adjustment relates to the recommendation of Dr. Dismukes to not approve 

SSU's repression adjustment. For consistency, I have reversed SSUs adjustment to 

reduce test year expenses for the related reduction in chemical, purchased power and 

purchased water expenses. As shown on Schedule 36, this increases test year expense 

by $287,585. 

Q. 

A. 

VIE. Rate Base Adjustments 

Q. Please turn to the eighth section of your testimony. What rate base adjustments are 

you proposing? 

I am proposing two sets of rate base adjustments. One group relates to the Lehigh 

system and the other relates to the Buenaventura system. With respect to Lehigh, I 

am recommending two adjustments. These adjustments are shown on Schedules 37 

and 38. Schedule 37 presents my recommendation with respect to land included in 

SSU's rate base that should be removed. Schedule 38 depicts adjustments for non- 

used and useM transmission, distribution, and collection lines. Schedule 39 reduces 

and increases portions of Buenaventura's rate base consistent with the Commission 

decision permitting the transfer of this system to SSU. Schedule 40 reduces SSU's 

rate based for wetlands at Buenaventura that are nonused and useful. 

Would you please describe your adjustment to Lehigh land? 

A. 

Q. 
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My recommendation includes two adjustments to the land at Lehigh included in rate 

base. The first adjustment recognizes an error SSU made in developing the rate base 

for Lehigh In response to Staff Audit Request 104, SSU indicated that the first three 

parcels of land purchased form its affiliate Lehigh Corporation and shown on 

Schedule 32, should not have been included in rate base. This land should be removed 

from rate base and included in land held for hture use. This adjustment reduces test 

year water rate base by $122,035 and wastewater rate base by $260,562. 

The next adjustment that I recommend relates to the fourth parcel of land shown on 

this schedule in the amount of $19,268. I recommend that the Commission reduce the 

value of this land by 60% consistent with its decision in Lehigh’s last rate case, Docket 

No. 91 1188-WS. In that case SSU argued that the difference between the purchase 

price of the consortium ofLehigh companies and the book value of those companies 

should be attributed 100% to the unregulated operations, including the company 

which owned a substantial amount of land. The discount from book value 

represented by the purchase price was 60%. Topeka Group, Inc. purchased the assets 

of the Lehigh group for $40.0 million while the book value of the group was $99.0 

million. 

The Commission essentially agreed with SSU that no discount from book value 

should be attributed to the utility operations and that all of it should be attributed to 

the non-utility operations. Accordingly, the land that SSU purchased from Lehigh 
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Corporation should be reduced by 6O%, consistent with SSUs claims that it was the 

Lehigh group's non-utility investments that were valued at 60% below book value. 

It was not possible to determine the value of this land included on the books of Lehigh 

Corporation because SSU refused to provide the information requested in discovery. 

Nevertheless, for purposes of the adjustment that I am making, 1 have assumed that 

they were purchased at book value as opposed to market value. Accordingly, for 

consistency with the Commission's decision and SSU's claim in the last Lehigh rate 

case, the cost of this land should be reduced by 60%. As shown on Schedule 37, rate 

base for Lehigh's wastewater operations should be reduced by an additional $1 1,561. 

I also recommend that the Commission require SSU to write down the value of the 

land included in land held for future use. This will prevent SSU from moving the 

purchase price ofthis land into rate base in the future. The Commission should order 

that the remainder of this land be written-down by $229,558. 

What is the next adjustment that you recommend with respect to Lehigh? 

Schedule 3 8  of my exhibit represents adjustments the Commission should make to 

remove non-used and usefid assets from Lehigh's plant in service, and the associated 

adjustments for depreciation expense and accumulated depreciation. These 

adjustments relate the developers agreement and relationship between Lehigh 

Corporation and SSU. In July 1992, Lehigh Utilities, Inc.' and Lehigh Corporation 

entered into a developers agreement which set forth the terms under which Lehigh 

At this time Lehigh Utilities, Inc. was a separate subsidiary and had not yet been merged with SSU. 
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Corporation and Lehigh Utilities, Inc. would construct water and wastewater facilities 

that would subsequently be used to provide water and wastewater services to 

customers at Lehigh. The agreement provided that Lehigh Corporation could 

construct certain utility assets, but that LehigWSSU would only reimburse Lehigh 

Corporation for funds expended as customers connected to the system. In August 

1994, SSU and Lehigh Corporation entered into a modified developers agreement. 

The terms of that agreement indicate that pursuant to modified escrow agreements* 

with the states of Michigan and New York, Lehigh Corporation can withdraw funds 

from the escrow account to construct utility assets at Lehigh. 

According to the Company's response to Citizens's interrogatory 241, as assets are 

constructed by Lehigh Corporation, they will be subject to the Modified Developers 

Agreement which requires SSU to record the assets with an offsetting rehndable 

advance to Lehigh Corporation. As future customers connect, SSU will repay Lehigh 

Corporation for the cash received in the form of connection charges. 

From readiig the Company's response to Citizens's interrogatories and the depositions 

of SSUs witnesses the arrangement should work such that any non-used and usehl 

assets that are constructed by Lehigh Corporation would be offset by refundable 

advances until such time as customers actually connect. While in theory the agreement 

The escrow agreements between Lehigh Corporation and the States of New York and Michigan were 
originally established to ensure the availability of funds for utility connechons at the tune lot owners m 
New York and Michigan built on their lots. 
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sounds reasonable, SSU application of it in the instant case is not. The Company has 

included substantial amounts of non-used and useful assets constructed by Lehigh 

Corporation in rate base without the offsetting refundable advances'. 

Would you please explain how you made this determination? 

Yes. In 1995 and 1996 the Company proposes to include in rate base $1,602,000 and 

$220,000 of water transmission and distribution mains associated with Lehigh 

Corporation and the Escrow Agreement. Likewise is proposes to include $905,000 

and $451,000 cr wastewater assets respectively in its 1995 and 1996 rate base. 

According to the Company's response to Citizens's document request 196, of these 

amounts only a small portion of these assets are related to customers that have 

c ~ ~ e c t e d  to the system. These amounts are represented on Schedule 38 as contractor 

payments. As shown, in 1995 the non-used and useful amount of these water assets 

amount to $1,476,540 and in 1996 they amount to $42,000, for a total of $1,518,540. 

Similarly, for wastewater, the amount of non-used and useful assets amount to 

$661,460 in 1995 and $93,750 in 1996, for a total of $755,210 

How do you know that the Company did not effectively remove these assets from rate 

base when it applied its non-used and useful percentages to this account? 

A review ofthe Company's F Schedules show that from 1994 to 1996, the non-used 

and useful percentage of transmission, distribution, and collection lines decreased, 

they did not increase. While this might be expected, since the Company projects 

Thae is still cliswvay outstanding on this subject that may require that I supplement my testimony in the 
future. 
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customer growth between 1994 and 1996, the Company failed to add to the 

denominator ofthe used and useful calculation the additional lots represented by the 

addition ofthese transmission, distribution, and collection lines. From 1994 to 1996, 

the number of available lots remained unchanged for Lehigh's water system at 7,789. 

Similarly, from 1994 to 1996 the number of wastewater lots remained unchanged at 

5,270. Clearly, since the Company is adding substantial amounts of transmission, 

distribution, and collection plant to plant in service, the number of available lots 

should have increased from 1994 to 1996. Ifthe Company had correctly increased the 

number of lots, then it is possible that the application of the non-used and useful 

percentages would have correctly removed these plant additions. This, however, was 

not done. 

Earlier you mentioned that this non-used and useful plant would be offset with an 

equal amount of escrowed funds. Has the Company included these funds in rate base 

to off set the non-used and useful plant? 

No, it has not correctly performed this calculation. The Company's MFRs, pages 71 5 

and 703 for water, and pages 481 and 469 for wastewater, show that the Company 

assumed 100% of its advances for construction were non-used and useful. Thus, 

when calculating its non-used and useful plant for Lehigh, the Company subtracted 

the advances for construction. As a result, the amount of non-used and useful plant 

for Lehigh increases rate base as opposed to decreasing rate base. This results 

because the amount of advances for construction is greater than the non-used and 

useful plant. This confirms that the Company did not correctly determine the amount 
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of nonused and useful transmission, distribution, and collection plant associated with 

Lehigh. 

Would you please explain how you developed the adjustment that should be made to 

rate base? 

Yes. These calculations are set forth on Schedule 38. First, I examined the total 

amount of transmission, distribution, and collection plant on the Company's books 

for 1996. From this amount I subtracted the amount of Lehigh Corporation 

constructed assets that are not used and useful. Next, I applied the Company's non- 

used and useful percentage to the balance of transmission, distribution, and collection 

plant to amve at the amount of non-used and useful plant that is consistent with the 

Company's lot count percentage. For water this produced non-used and useful plant 

of $1,500,977. To this amount I added the non-used and useful assets constructed 

by Lehigh Corporation which for water amounted to $1,518,540, for a total non-used 

and useful amount of $3,019,517. From this amount I subtract the amount of non- 

used and useful transmission and distribution lines as determined by the Company, 

$1,847,422. I subtracted this amount from the total non-used and useful plant to 

arrive at the amount ofthe adjustment that should be made to the Company's plant in 

Service. This amounts to $1,172,095 for water plant. The same calculations produce 

an adjustment to wastewater plant of $667,015. Accumulated depreciation should be 

reduced by $279,673 for water and $196,177 for wastewater. CIAC should be 

reduced by $36,757 for water and $34,021 for wastewater. Accumulated amortization 

of CIAC should be reduced by $2,268 for water and $2,503 for wastewater. 
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Likewise, depreciation expense should be reduced by $26,454 for water and 

$14,252 for wastewater. 

Would you please explain the adjustments that you propose with respect to 

Buenaventura Lakes? 

Yes, the first group of adjustments are depicted on Schedule 39. These are the same 

adjustments ordered by the Commission when it approved SSUs acquisition of 

Buenaventura Lakes by SSU. As shown on Schedule 39, water rate base should be 

reduced by $299.190 and wastewater rate base should be reduced by $930,770. 

Depreciation expense should also be reduced by $2,261 and $22,173, respectively for 

water and wastewater. 

The second group of adjustments relate to wetlands at the Buenaventura system. 

These are presented on Schedule 40. SSU's due diligence study described the 

wetlands as follows: 

On December 31, 1983, 207.72 acres of wetland[s] 

was transferred to OOU by Real Estate Corporation at 

a figure of $9,23O/acre. The sites were to be used as a 

segment of OOU's effluent disposal system. In OOU's 

1985 rate case, the cost of the land was reduced to 

$4,547 per acre [due] to the nature of the related 

property transaction. OOU later wrote the land cost 

down (in accordance with FPSC order) to $717,854. 
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Added to the land cost was $816,614 of 

construction costs related to berms and piping, 

bring the total wetlands cost on OOU's books 

to $1,585,257. Only 39 acres of the wetland[s] 

have functioned effectively as a disposal 

system. The FPSC, in OOU's 1988 rate case 

No. 871 134-WS indicated that of the wetlands 

only 15.2% [were] used and useful, allowing 

$240,959 in rate base. Due diligence disclosed 

the upper wetlands have not been used since 

January 1989. It is recommended that the 

offering price for OOU be reduced by 

$1,066,933 the net book value of the upper 

wetlands, and that REC should take title to the 

131 +/- wetland[s]. [Response to Citizens 

Document Request 168.1 

Some notes obtained by OPC while reviewing SSUs acquisition files also reveal the 

non-used and useful nature of most of these wetlands. These notes state: 

Reports indicate that the upper wetlands (130 acres) 

have not been used since 1989. This is bound to be an 

issue in the next rate case. (How long can you argue 
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that they are drying out?) 

The Company's due diligence study indicated that an adjustment of $591,110 should 

be made to the land account and that account 36220-3, Oxidation Lagoon should be 

reduced by $628,270. This study also showed that accumulated depreciation should 

be reduced by $153,141 as ofDecember 31, 1994. 

In response to Citizens's interrogatory 278, the Company gave the following response 

to Citizens' inquiry about the wetlands. 

The investment in the wetlands at Buenaventura Lakes 

is in wastewater utility plant in service. This 

investment in wetlands has not increased since the 

FPSC audit performed at the time of transfer .... The 

wetlands are necessary as a backup to the 

groundwater infiltration system placed in service. The 

investment in wetlands is approximately $1.5 million. 

pesponse to Citizens Interrogatory 278.1 

Unlike the determination made by SSU in its due diligence study and the Commission 

in OOU's last rate case, SSU is now suggesting that the wetlands are 100% used and 

useful. I believe that the facts show that most of the wetlands are not used and useful 

and have not been used since 1989. Accordingly, I have made an adjustment, shown 

on Schedule 40, to remove this investment from SSU's rate base. As shown, plant in 

service should be reduced by $1,219,380, accumulated depreciation should be 
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reduced by $200,261, and depreciation expense should be reduced by $15,707. 

Summary and Overall Recommendation 

Please turn to the last section of your testimony. Do you have a schedule which 

summarizes your recommendations and the adjustments that you propose? 

Yes, I do. A summary of all of the adjustments that I propose is presented on 

Schedule 41. The first column ofthis schedule describes each adjustment, the second 

column shows the mount of each adjustment, the third column shows the net income 

impact of the adjustments, ?nd the fourth column shows the revenue requirement 

impact of the adjustments I recommend. In total, these adjustments reduce SSUs 

requested revenue requirements by $9,933,350. 

Does this complete your testimony prefiled on February 12, 1996? 

Yes, it does. 
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20 

21 A. 

APPENDIX I 

QUALIFICATIONS 

What is your educational background? 

I graduated from Florida State University with a Bachelor of Science degree in 

Finance in March, 1979. I recejved an M.B.A. degree with a specialization in finance 

from Florida State University in April, 1984. 

Would you please describe your employment history in the field of Public Utility 

Regulation? 

In March of 1979 I joined Ben Johnson Associates, Inc., a consulting firm specializing 

in the field of public utility regulation. While at Ben Johnson Associates, I held the 

following positions: Research Analyst from March 1979 until May 1980; Senior 

Research Analyst from June 1980 until May 1981; Research Consultant from June 

1981 until May 1983; Senior Research Consultant from June 1983 until May 1985; 

and Vice President from June 1985 until April 1992. In May 1992, I joined the 

Florida Public Counsel's Office, as a Legislative Analyst 111. In July 1994 I was 

promoted to a Senior Legislative Analyst. In July 1995 I started my own consulting 

practice in the field of public utility regulation. 

Would you please describe the types of work that you have performed in the 

field of Public Utility Regulation? 

Yes. My duties have ranged from analyzing specific issues in a rate proceeding to 
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managing the work effort of a large staff in rate proceedings. 1 have prepared 

testimony, interrogatories and production of documents, assisted with the preparation 

of cross-examination, and assisted counsel with the preparation of briefs. Since 1979, 

I have been actively involved in more than 160 regulatory proceedings throughout the 

United States. 

I have analyzed cost of capital and rate of return issues, revenue requirement issues, 

public policy issues, market restructuring issues, and rate design issues, involving 

telephone, electric, gas, water and wastewater, and railroad companies. 

In the area of cost of capital, I have analyzed the following parent companies: 

American Electric Power Company, American Telephone and Telegraph Company, 

American Water Works, Inc., Ameritech, Inc., CMS Energy, Inc., Columbia Gas 

System, Inc., Continental Telecom, Inc., GTE Corporation, Northeast Utilities, 

Pacific Telecom, Inc., Southwestern BeU Corporation, United Telecom, Inc., and U.S. 

West. I have also analyzed individual companies like Connecticut Natural G a s  

Corporation, Duke Power Company, Idaho Power Company, Kentucky Utilities 

Company, Southern New England Telephone Company, and Washington Water 

Power Company. 

Have you previously assisted in the preparation of testimony concerning 
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Yes. I have assisted on numerous occasions in the preparation of testimony on a wide 

range of subjects related to the determination of utilities' revenue requirements and 

I have assisted in the preparation oftestimony and exhibits concerning the following 

issues: abandoned project costs, accounting adjustments, f i l i a te  transactions, 

allowance for funds used during construction, attrition, cash flow analysis, 

construction monitoring, construction work in progress, contingent capacity sales, 

cost allocations, decoupling revenues from profits, cross-subsidization, demand-side 

management, depreciation methods, divestiture, excess capacity, feasibility studies, 

financial integrity, financial planning, incentive regulation, jurisdictional allocations, 

non-utility investments, fuel projections, mergers and acquisitions, pro forma 

adjustments, projected test years, prudence, tax effects of interest, working capital, 

off-system sales, reserve margin, royalty fees, separations, settlements, and resource 

planning. 

Companies that I have analyzed include: Alascom, Inc. (Alaska), Arizona Public 

Service Company, b i g  Telephone Company, AT&T Communications of the 

Southwest (Texas), Blue Earth Valley Telephone Company (Mmnesota), Bridgewater 

Telephone Company (Minnesota), Carolina Power and Light Company, Central 
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Maine Power Company, Central Power and Light Company (Texas), Central 

Telephone Company (Missouri and Nevada), Consumers Power Company 

(Michigan), C&P Telephone Company of Virginia, Continental Telephone Company 

(Nevada), W Telephone of West Virginia, Connecticut Light and Power Company, 

Danube Telephone Company (Mmnesota), Duke Power Company, East Otter Tail 

Telephone Company (Minnesota), Easton Telephone Company (Minnesota), Eckles 

Telephone Company (Minnesota), El Paso Electric Company (Texas), Florida Cities 

Water Company, General Telephone Company of Florida, Georgia Power Company, 

Jasmine . Lakes : Utilities, Inc. (Florida), Kentucky Power Company, Kentucky Utilities 

Company, KMP Telephone Company (Minnesota), Idaho Power Company, 

Oklahoma Gas and Electric Company (Arkansas), Kansas Gas & Electric Company 

(M~ssouri), Kansas Power and Light Company (Missouri), Lehigh Utilities, Inc. 

(Florida), Mad Hatter Utilities, Inc. (Florida), Mankato Citizens Telephone Company 

(Minnesota), Michigan Bell Telephone Company, Mid-Communications Telephone 

Company W e s o t a ) ,  Mid-State Telephone Company (Minnesota), Mountain Stat& 

Telephone and Telegraph Company (Arizona and Utah), North Fort Myers Utilities, 

Inc., Northwestern Bell Telephone Company W e s o t a ) ,  Potomac Electric Power 

Company, Public Service Company of Colorado, Puget Sound Power & Light 

Company (Washington), Sanlando Utilities Corporation (Florida), Sierra Pacific 

Power Company (Nevada), South Central Bell Telephone Company (Kentucky), 

Southern Union Gas Company (Texas), Southern Bell Telephone & Telegraph 

f 
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Company (Florida, Georgia, and North Carolina), Southern States Utilities, Inc 

(Florida), Southern Union Gas Company (Texas), Southwestern Bell Telephone 

Company (Oklahoma, Missouri, and Texas), St. George Island Utility, Ltd., Tampa 

Electric Company, Texas-New Mexico Power Company, Tucson Electric Power 

Company, Twin Valley-Ulen Telephone Company (Minnesota), United Telephone 

Company of Florida, Virginia Electric and Power Company, Washington Water 

Power Company, and Wisconsin Electric Power Company 

8 Q. 

9 A. 

What experience do you have in rate design issues? 

My work in this area has primarily focused on issues related to costing. For example, , 

I have assisted in the preparation of class cost-of-service studies concerning Arkansas 

Energy Resources, Cascade Natural Gas Corporation, El Paso Electric Company, 

10 
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17 Q. 

18 A. 

19 

20 

21 

Potomac Electric Power Company, Texas-New Mexico Power Company, and 

Southern Union Gas Company. I have also examined the issue of avoided costs, both 

as it applies to electric utilities and as it applies to telephone utilities. I have also 

evaluated the issue of service availability fees, capacity charges, and conservation 

rates as they apply to water and wastewater utilities. 

Have you testified before regulatory agencies? 

Yes. I have testified before the Arizona Corporation Commission, the Connecticut 

Department of Public Utility Control, the Florida Public Service Commission, the 

Georgia Public Service Commission, the Missouri Public Service Commission, the 

Public Utility Commission of Texas, and the Washington Utilities and Transportation 
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Commission. My testimony dealt with revenue requirement, financial, and class cost- 

of-service issues concerning AT&T Communications of Southwest (Texas), Cascade 

Natural Gas Corporation (Washington), Central Power and Light Company (Texas), 

Connecticut Light and Power Company, El Paso Electric Company (Texas), Florida 

Cities Water Company, Kansas Gas & Electric Company (Missouri), Kansas Power 

and Light Company (Missouri), Houston Lighting & Power Company (Texas), Lake 

Arrowhead Village, Inc. (Florida), Lehigh Utilities, Inc. (Florida) Jasmine Lakes 

Utilities Corporation (Florida), Mad Hatter Utilities, Inc. (Florida), Marco island 

Utilities, Inc. (Florida), Mountain States Telephone and Telegraph Company 

(Arizona), North Fort Myers Utilities, Inc. (Florida), Southern Bell Telephone and 

Telegraph Company (Florida and Georgia), Southem States Utilities, Inc. (Florida), 

St. George Island Utilities Company, Ltd. (Florida), Puget Sound Power & Light 

Company (Washington), and Texas Utilities Electric Company. 

I have also testified before the Public Utility Regulation Board of El Paso, concerning 

the development of class cost-of-setVice studies and the recovery and allocation of the 

corporate overhead costs of Southern Union Gas Company and before the National 

Association of Securities Dealers concerning the market value of utility bonds 

purchased in the wholesale market. 

Have you been accepted as an expert in these jurisdictions? 

Yes. 
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Have you published any articles in the field of public utility regulation? 

Yes, I have published two articles: "Afliliate Transactions What the Rules Don't 

Say", Public Utilities Fortniehtly, August 1, 1994 and "Electric M&A A Regulator's 

Guide" Public Utilities Fortniehtly, January 1, 1996. 

Do you belong to any professional organizations? 

Yes. I am a member of the Eastern Finance Association, the Financial ManagemenL 

Association, the Southern Finance Association, the Southwestern Finance 

Association, the Florida and American Water Association, and the National Society 

of Rate of Return Analysts 
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CHAPTER 7 

WEIGHTING SYSTEM FOR CRITERIA 

The previous chapter (Chapter 6)  summarizes the guidelines developed in Chapters 2 
through 5. As specified in Chapter 6, the utilities have to initially satisfy those guidelines which 
are the most effective in promoting water conservation (unless they qualify for the stated 
exemptions) and wilhin 2 years satisfy all the guidelines. That is, the guidelines are presented 
in a GolNo Go format ?he short coming of this GoNo Go format is that a water utility may 
satisfy 3 of the 4 criteria (by a wide margin in the cases of Criterion 1 and 2) but still not have 
rates that are defined as a water conservation promoting because of not meeting one of the 
criterion. 

For example, a utility may meet the two relatively qualitative criteria (Criterion 1 and 4) 
and recover 100 percent of the utilities total revenw requirements via rates (as compared to the 
75 percent requirement set forth in Criterion 3), but only recover 70 percent of the net revenue 
requirements via the quantity charge (as compared to the 75 percent required by Criterion 2). 
Clearly this ufity (which fails via the requirement that all four criteria be satisfied) actually 
collects more of i& total annual revenue requirements via the quantity charge (70 percent 
(1.0 x 0.701) than does the utility which passes all four criteria (56.2 percent (0.75 x 0.751). in 
an attempt to rfoid tkse  types of anomalies. we have also developed a weighting system for 
determining whether or not a utility has adopted a water conservation promoting rare structure. 
This weighting system can be used by the District as an alternative to the GoMo Go system 
summarized in Chapter 5. 

. 
Weighting System 

In o;der to develop a weighting system, it is fxst necessuy IO establish a rvlk (via 
weighting factor) for each of the four criteria These weighting factors are presented L, the tabk 
below. 
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.. 
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$400 1.95% 5408 SO $408 
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Source: Soulhem Stales Utilities, Lnc., Rnp0n.w to OPC Document Request 181 
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Dockn No 950495-WS 
Kirnbsrly H I)Isrnulcs 
Exhibit No - o ( H D I )  
Schedule 9 

Southern States Utilities, Inc. 
Adjustments to Equity Component of Capital Structure 

Comoanv Cost of Eauity Weighled 
Amount Adjusbmnl Adjusted Percent - Colt Colt 

Lons-Tmn Debt $1 18.535363 $118535363 59.88% 9.06% -5.42% 
cm-mer DspOsIU $1,753.1 84 S1,753.184 0.89% 6.00% 0.05% 
D s f d  rrc $1335,833 $1335,813 0.67% 9.63% 0.06% 
W i t y  582.821.786 64.800.oOO) $78.021.786 39.41% 12.25% 4.83% 
Adjustment for Gas 

~. . . ,  . , . .  
($1.481,oOO) ($203924) ($1.684924) 4 85% 12.25% -0 10% 

S202,%5,146 $19796 1 222 100.00k 10.27% 

i 

i 
OPC Cost of Eauitv 

Long-Term tkbt 
Customer &posits 
Defmed ITC 
Equity 
Adjustment for Gas 

Requested Cost of Capital 10.32% 

Change in Cost ofcapital 0.05% 

Rate Bass $158,023,064 

NO1 Impact 183,975 

Revenue Requirement m(S143.15311 

Weighted 
Amount Adjwnncnt Adjusted Percent - COS1 CMt 

5118.535363 $1 18.535363 59.88% 9.06% 5.42% . ~ ,  ~~~ ~ ~ ~ , ~ ~ ~ 1 ~  - 
SI ,753,184 $1,753,184 0.89% 6.00% 0.05% 
51,335,813 $1,335,813 0.67% 8.79% 0.06% 

$82,821,786 , (54,800,000) $78,021,786 39.41% 10.10% 3.98% 
($1,481.o00) (S203,924) ($1,684,924) 4.85% 10.10% 4.09% 

$202,965,146 $197,% 1222 100.00% 9.43% 

Requested Cost  of Capital 10.32% 

Change in Cost ofcapital 0.89% 

Rate Bas $158,023,064 

NO1 Impact $1,403,058 

Revenue Requirement mJ 1 

! 
Sounx Southern States Udiities, Inc..MFR Schedule DI 

-.DIU-- 

. .  . .  , .:. 
. .  . .  
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3 IO 

0 78 
2 2 0  
4 23 
329 

150 
3 5 0  
360 
166 

0 43 
IC4 
0 47 
9 01 

12s 
2 43 
0 22 
0 24 

0 61 
s IO 
015 
om 

0 16 
O M  
I SI 
5 41 

0 61 
ow 
I 28 
I s7 

I 2 1  
0 21 
I 92 
I 2 0  

hpW 
59 €4 
34 *) 
71 R) 

41 I6 
14 R 
11 s3 
41 I4 

5198 
34 21 
14 54 
49 16 



Met No. S30495-U'S 
I(inrbaly H. h u k n  
Exhibit No. - W l )  
kkdulr 16 

Southern Sutes Utilities, lnc 
Weather Normalid Residential Consumption: Revenue impact 

6,039,517 

2233.810 

8.273387 

463.923 
26,645 

' 192328 
19,098 
8.189 
9.462 
7398 

3331271 
1.114.572 

19.814 
7.868 
6,522 
24.760 

2,233.810 

688.332 8.774 10.076 6.935.927 

314,334 7.106 

l,W2666 8.251 

87328 5.312 
6.912 3.849 
36.934 5.207 
2870 6.654 
1.065 7.689 
1.944 4.867 
1.035 7.148 

104,386 3.193 
62580 17.810 
2434 8.141 
1.044 7.536 
1.565 4.161 

6.101 532,775 
4.420 30,554 
5.980 220,872 
7.642 21.932 
8.830 9.404 
5.590 10,866 
8.209 8,496 
3.667 382,733 
20.454 1279,989 
9.349 22755 
8.655 9.036 
4.786 7.490 

896.350 

331,526 

1,227,876 

68,852 
3.949 
28.544 
2,834 
1215 
1,404 
1,098 

49.462 
165,417 

2941 
1.168 
968 

4.237 5.844 6.711 28.435 3.675 
314,334 7.106 8.161 2,565.336 331,526 

11.23' I1.I02,511 . 
a.52 1835.436 

11.58 1-1 

11.24 
51.23 
54.12 
n.21 
52.07 

185.377 
54,857 

S117.601 
56,264 
12,516 

52.07 52,907 
11.23 51,350 
$240 11 18,708 
12.96 5489.634 
50.94 S2.764 
10.00 50 
11.03 1997 
50.67 12.462 
52.52 1835,436 
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Southern States Utilities. lac. 
Projected Test Year Revenue Adjustment: Averwed 1992 and 1993 Gallons 

-ell colnpr 
19% 19% Rcvmur 

%I N M I  Wonr (1) w o w  (1) Dtnerrncc - R.LC Adlvmncnl 
unum PLnl. 

All 7,161.93l.630 6,864,172362 297.759.268 f1.23 5366.244 

236,995265 234,586,892 
19.557.693 19f18.113 
10,190.445 11,090.069 
9,476.994 9.462.162 

397489.909 402.453.341 
2,261,017.569 2,239.36J21 

16.005.IM) 15.299.560 ~. . . .  
9.169.452 7.867.584 

2,960,102,487 2,939,345,942 

2,408373 
339,580 

-899.624 
14,832 

4763.432 
21,649,348 

705,600 
1.301.868 

20.756.545 

yI.12 
52.21 
52.07 
f2.07 
f2.40 
f2.96 
so.94 
10.00 

9.922 
750 

-1,862 
31 

-11,432 
64.082 

663 
0 

562,155 

11428.398J . . 



i c m t m  
113,413.M 
4.Jl4.010 

14.311.lOl 
16JS.963.799 

Il.W.114 

J.ll7Lm 

11.1 10.m 

a.iio.sm 
1a.vn.100 
vzM.am 

XdJI4.710 

111.183.W 
i . v s m  

319.189.0( 
3 . O I l . M l  

in.~n.on 
734.810 

m,m,m 
u(7.m 

47.v38.071 
11.mi.11o 
6i.i)o.ed 
16.W3.447 

161.037.W9 

I.a4616,J34 
13.JJJ.114 
41.761.JJ1 
J.613.810 

17,413.lIxI 
11,617.1 IJ 
V.191.611 
1311.TIO 

11.1Il.J11 

4.W1.449 
864.710 

IILbd.410 
7.7Y.411 
1.n1.161 
1dQ6.316 w w  
1W.W 

l l7JI.W6 
14.a3.7n 
11267.010 
1.J97.177 

6.16i.w 
16,~m.m 

i.mm 

mm.io7 
3.4Jo.m 

111.074.074 
6 P . m  

a3.m.61~ 
0.3n.870 

47.WIM 
11.18l.lW 
61.8ul .~1 
15.116711 

6.01190 
I JPD.711 

2.611.49.4~ 

Y.17I.Ml 
1531.314 

16.V17.81 

V.4111116 

10.437.66 
1.190410 
4,674,fm 

6SI.JW 
11.WJ.010 

11s.11o.8m 

I>,IVJ.I~ 

ii.mm.817 

~697.160 

. .  
6.wi.166 
6.317.416 
6.S47.111 
4.J17.697 
~.474.7m 

13.4w.160 
II79*W3 
11.J1J.418 
i.6m.w 

I03.6I8.IIJ 
3.63J.W 

l3.774.@7 
6.1 17.610 
7.644.WJ 

lJ.IW.831 
791.843 

43.011.U8 
72W.947 

14.0P.Wl 
I69.967.196 

I1L14.17v 
10.1U.167 
11910.I10 
J,0)7.W4 

63607.134 
ILIJ.WO 

Io.96J.1n 
10).7a,611 
10.039,Oll 

19,016213 
10.R16PU 
14,297.nl 

n.87.1m 
3.vm.03~ 

17mm3 

Iol.16l.010 
3.141.161 

1l6.869.1 J7 
7,071.103 

477,61410) 
J.066.931 

m.)o?.m 
io,rn~,im 
~ ) . m i , i o 3  
15.3a1.110 

141.*14.736 
J.481.765 

1J.Wha7 
I.769.14I.4I3 

1121128 
40,967,168 
1.*9931 

16,79398 
11.m.m 
9.m.434 
1.11a.7-m 

10.12JJI3 
1,@,118 
~.6 io , in  

7483v3 
V.WQ.JV3 
7.mi.mi 
6,OY).OW 
1,9J.V41 
4.1H.159 
J . ~ I J ~  

11,041.0)I 
14.4nrn3 
11.016.111 
1.1M.187 

io6.msm 
3.111.0I7 
8.m.i67 
7.016.06S 
8.130.917 

16911,441 
w3.967 

Ub"4.418 
7.vu.m 

18.V1S.074 
I1l.W.013 
741 11.611 
3.Iw.m 

I 1 , ~ l D U  
V.MI.1IV 
6,136391 
4am.bm m.mm 
i.mi.068 
ll.lp1.603 
R9.4VJ.Mo 
I1.74J.410 
I7.Ow.17V 
IV.lP7117 
4611.666 

I4 .9 lPP3 

am 
om 
174% 
1% 
O K %  
4," 

3J 7% 
8.41% 
IYI 
lOl% 
13% 
'44% 
om 
131% 
1.17% om 
087% om 
OR"( 
I F *  
791% 
347% 
IC+% 
071% 
o m  
O K %  
0.17% 
o m  om 
o m  
0.3m 
0.m 
O V i X  
0 71% 
om om 
012% 
8 17% 
083% 
0 36% 
0 31% om 
063% 
001% 
3 07% 
1 e,. 
o m  
I IN 
14% 

1 3 m  
349% 
031% 
0 w,. 
O m  

18 7.W 
O W 4  
o x 4  
111% 
I Ipc 
la5 

o 16% 
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Dockn No. 950495-WS 
Kimberly H. Ihsmukes 
Exhibit No. -0Cwl) 
Schedule 19 

Southern States Utilities, Inc. 
Adjustment for Variable Expenses 

Conwntiond Revelre 
Wc8ibcr Norm8Uutioo Tmtmcol Oanosi Toid 
1996 VrrvMe Expenses S3201573 SI 2 18241 S4.419.814 

Rojsaod Consumption 8,040,449 2,183,794 10224243 

Con pcr loo0 Gallons 5040 $0.56 S0.43 

hcrupcd Consumption (OOO) 1,062,459 165,417 3,227,876 

he& Expcnsss S423,053 s92279 -1 

I 

Source: Southern States Utilities, hc., MFR E Schedules. 

- I I I " IyuvLyu  
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Docket No. 950495-WS 
K i m k l y  H. Dismukes 
ExhibitNo. -n<HD-l) 
Schedule 20 

Southern States Utilities, Inc. 

- 

- Hideaway Beach 
Gallons Rate Revmue Rate Revenue 

54,750 S2.% $162,060 $0.25 (SI 3,688) 

Tommy Barfield School 7,300 $2.96 $2 1,608 $0.00 so 

Total 

Souroc: southem States Utilities, Inc., MFR E Schedules; Response (0 OPC Interrogatory I92 
M.D. .YN - 



Docket No. 950495-WS 
Kimberly H.  Dirmuka 
Exhibit No. -(E;HDI) 
sEhcdulc21 

Southern Stater Utilities, Inr 
Impact of SSU OD Bueaaveatun Lab 

1996 1996 
Gund Almc SSU Cod Pelcent 

CaC COrr knav lrmv 
0.00% 

- 
Dina W l t a  1274,880 1274.879 ($1) 
DinascLw 51,022300 11,022300 Io 0.Wh 
c u r u m a ~  1257,189 1308,555 351.366 1 9 . 9 m  
e v C . n d G e n c n l  S403.614 S898.146 3494.532 i22.53*4 
Tdd 11,957.883 12.503.780 1545,897 27.Wh 
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Doekct No. 950495-WS 
Kimberly H. Dismukcs 
Exhibit No. -o(HDI) 
*Mule  22 

Southern States Utilities, Inc. 
Impact of SSU on Lehigh __. 

Salaria and wagn 
Pcnsion and &ncBts 
Purchased Powa 
Chemicals 
Materials and Supplics 
Contractual Services ~ Eng 
ConIradual Services - ACE. 
Contractual Scm'ces - Legal 
Contractual Smrices . Mgt. 
Contractual smiccs - Other 
Rental of Building 
Rental of Equipmcnt 
Transporlalion 
Insunnee - Vchck 
Insurance Gct?cal LMbilily 
Insurance ~ Workman's Comg 
Insurance - Other 
Advertising 
Bad Dcbt 
Miscellaneous 

Total 

1991 
Stand Alone 

cost 
$214,546 

34,605 
74,522 

144,352 
Z8.250 

39 5 
I I I.981 
12,678 
24.675 
22.830 
I I ,652 
3.4 I5 

18.795 
0 

21,746 
7,722 

54,487 
16,590 

$803241 

Wntcr 

1991 

SSU Cat 

cmt I n c n a s  
$353363 s I 3n.n 17 

94292 59,687 
75,158 636 

144.352 0 
35,370 7,120 

26 -369 
9,465 -102.516 
6,833 -s.u45 

0 -24,675 
26,83 I 4,001 
3,950 -7,702 

191 -3.224 
18382 -413 
10.523 10,523 
14.084 -7.662 
nzw 562 
6,931 6.931 

732 732 
14,549 -39,938 
85,590 69,000 

$90U,90h $105,665 

Southern Slntcs Ulilitin, Inc., Docket No. 91 I 188 MFRs. 

I.% .".l III0o.L- 

Percent 

I n c n a r  
64.70% 

172.48% 
0.85% 
0.00% 

25.20% 
-93.42% 
-91.55% 
-46.10% 

-100.00% 
17.53% 

-66.10% 
-94.4 I% 
-2.20% 
INF 

-35 23% 
7 . 2 ~ ~  
lNF 
INF 

-73.30% 
415.91% 

13.15% 

1991 
Stand Abne 

Cat 
$212,938 

29,384 
I18229 

5,912 
41.891 

89.787 
26, inn 
2,938 

85,907 
8,940 
3,187 
9,988 

17,725 
5,799 

0 
0 

4,509 
22,695 

$686,013 

d .. 

Wartmatcr 

1991 
SSU Cat 
Cat I n c n a s  
$339,484 $126,546 

76,952 47,568 
118,764 535 

5,912 0 
47,133 5242 

21 21 
7,406 -82381 
5,346 -20,842 

0 -2.938 
88,670 2,767 
3 *ow -5,850 

149 -3,038 
8,872 -1,116 
8233 8233 

1 I.020 -6,705 
5,595 -204 
5,423 5,423 

572 572 
11384 6.875 

Pemnt 

1ncrr.s 
59.43% 

161 .88% 
0.45% 
0.oo.h 

12.51% 
INF 
-91.75% 
-79.59% 

-100.CKJ% 
3.22% 

-65.44% 
-95.32% 
-11.17% 
INF 
-37.83% 
-3.52% 
INF 
INF 

152.47% 
78584 55,889 246.26% 

$822,610 SI 36,597 19.91% 
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15991 1994 195.5 1996 

l.W.221 1.340.74S IY3.203 l,S94,lrn 
M.128 71.@32 w,492 90.611 

Y.639.42S 15,593,429 15.81 1.637 s . 6 n 4 ~ 2  

U S 9  
M9.669 305,042 
sa 0 

97.23) 13.423 
11,020 471.69s 
15.W 147.491 
2038 9,405 

10.787 19.787 
1n.m 112131 
197.297 U6.ss2 

4.716 99.563 
108.)10 22284 

6.929 27.619 
. 267.959 124.1M 

f8.5PL723 110.401.89s 

lS8,SM 148.082 

IS4 18 570 26 

IS4 18 

m . m 7  i m m  

1.233.298 1,426.410 

1996cUnrmCrr 161,801 

AbG w 58.929.022 

M Y l r n  (1991.1996) 1149 

AbG M j d  fa Mmon 110.2s7.661 

(12395. 104) 

7S.MV. 

(11,818.842) 

(1191.W2) 
S .3W 

(s65.661) 
(115.626) 

(1175.928) 
(110,742) 
W9.272) 
(y6.955) 
(114.341) 
(116.761) 
f S Y ) 4 8 1 ~  ... . . . . , 

j=-7%3 

288.791 347.244 
33,523 win 
in.m 111.4% 
107.248 109.339 
276.S94 412236 
159.134 187.619 

7.283 11,834 
1 4 0 . ~ 1  I5S.097 
122.008 124,387 
254.798 308.753 
103.970 107.~18 
lA.855 2S.38S 
27.165 52295 

217.855 246.16s 
1.781.2s9 1,551,707 

Sll.OS4.349 11265276S 

149.313 1M.801 

174 03 176 70 
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Confidential DDskeI No. 950495-WS 

K h b m l y  H. &=.&a 
EhibitNo. -KHC-I) 
sohoduls 24 

154,102 r2m5 
51920 6,747 
a 7 6 0  24.141 
20.615 235 
24,960 132 
21,590 158 
89,010 602 
21.674 216 
54,095 4,601 
48,305 174 
62282 60 
19.513 142 
23,275 5.809 
65,526 6,914 
90.0oO 9,203 
19,941 54 
26.915 1,989 
49.536 7.549 
51.029 534 
62.8% 21 
23,982 69 
82.26s 401 
29.078 252 
19968 1,101 
49.500 198 
90,ooo 1,475 
49,388 353 
51,046 667 

51347.297 S77.798 

5.17% 
11.65% 
29.89% 

1.14% 
0.53% 
0.13% 
0.68% 
1 .oo% 
8.52% 
0.36% 
0.10% 
0.13% 

24.96% 
10.55% 
10.23% 
0.27% 
1.39% 

15.24% 
I.05% 
0.03% 
0.Wh 
0.49% 
0.81% 
5.51% 
1.61% 
1.64% 
0.11% 
1.11% 

5 .7rx  

156.158 
57920 
85,450 

25.912 

91,235 
27.501 
56.718 

85,085 

24.928 
69.447 
91.800 
21,328 

51.418 

69,459 
24,715 
85.970 
30.236 
19.%S 

n,m 

93.m 
51.364 
60,184 
42311 

11245.099 

s.irh 
11.65% 
90.00% 

0.53% 

0.68% 
I .W% 
8.5236 
0.36% 
0.10% 

90.00ve 
10.55% 
10.23% 
0.27% 
7.39% 

15.24Ya 

0.03% 
0.79% 
0.49% 
0.81% 
5.51% 

1.64.k 
0.11% 
1 . 1 m  

159287 
61.250 
90,363 

2l.402 

96.481 
23,195 
59,979 

89.911 

26561 
73,440 
91.019 
22.554 
29.602 
s4.375 

13.413 
26,136 
90.913 
31,975 
21.116 

98,348 
54,317 
63,645 

* U.068 
7.135 

81327 

* U.068 
7.135 

81327 

145 

653 
237 

5.108 

8 1  

23.725 
1,149 
9,921 

61 
2,188 
8,286 

25 
75 

443 
211 

1.164 

1.612 
388 
144 

90.00% 44,744 40,269 

11,316,692 5194,693 

$48,654 

$3329 

115,575 

1262,252 

$30.585 

(fL)1,667) 

75.94% 

m i  
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Docket NO. 950495-WS 

ExhibttNo - 6 l D - l )  
Kunberly H. Dsrnukes 

Schedule 25 

Southern States Utilities, Inc. 
Acquisition Expense Adjustments 

C o m n t e  DeveloDmenl ErDcnrer 
Materials and Supplies (s2.280) 
TranrDortation (S 1.842) 
Mi~llancous 

Total 

19% Amition 

1996 Total 

Possible Acquisition Perm1 

Adjustment 

FPSC Allocation Factor 

FF'SC Adjustment 

(S11.295) 
(S 15,417) 

101.95% 

(SI 5.7 18) 

9c.0031. 

($14,146) 

75.94% 

! 

i 

Source: Sou(hem States Utilities. Inc., 1995 Budget 

vDI( m, N oovuum 



Confidential Docker No. 950495-WS 
Kimberly H. Dismukes 
Exhibit No. ---I) 
Schedule 26 

Southern States Utilities, Inc. 
Public Relntions/Governmental Relations Salary Adjustment 

19% Salary $64,190 . 
Associated Pensions & Benefits (24.99%) $16,041 

Workmen's Compensation (1.71%) 

Payroll Taxes (8.0?!)  

Tom! Salary-Related Cons 

1996 Adjustment for Labor-Related to PIR 

FF'SC Allocation Fanor 

$1,098 

S5.135 

$86,464 

($86,464) 

75.94% 

1996 Adjustment for Labor-Related to PR FF'SC I ($65,661)1 

Sauce: Southern States Utilities, Inc., Rcsponse to OPC Interrogatory 114. 

L R U 5 Q N  -ns 



Docket No. 950495-WS 
Kimberly H Dismukes 
E h b i t  No. ) 
Schedule 27 

Southern States Utilities, Inc. 
Public RelrtionslGovernmentd Relations Expense Adjustments 

PR Aswiation Dues (5375) 
Florida Leadership Training (55.000) 
Legal -Public Relations (5658) 
Public Relations Mcmbmhips ( S 9 W  

1995 

CorponteImage 
T d  

1996 Athition Factor 

1996 Expenw 

FPSC Allocation Factor 

FPSC Adjumnent 

(SI 3.2501 
(520.183) 

101.95% 

(520,576) 

75.94% 

-(515,6?621 

sourcC: Southem States Utilities, Inc., 1995 Budget. 
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KRA Goals 
1995 1996 

Amom1 Amount 
Conmcrvll Smites. 5% Redunion s135,000 S137.633 

- Miscellmmur - 5% Reduction 104,000 113.880 

TOUl S239.000 5251.513 

m Percentage 73.45% 75.94Vi 

Total (SI75.535) 1-1 

Budeet True-Uo as of Seotember 30.1995 

Sludge Removal Expenre (5133.493) ($146.175) 

D a k n  No. 950495-WS 
Kimberly H.  Esmukcr 
Exhibit No. -(KHDI) 
Schedule 28 

Chemical E~px~rc 
Muto Island 
Deltona Laker 
Uniwnity Shores 
Chuluota 
Amelia Island 
Beacon Hills and U’oodmcrc 
Unexplained Vuianu 

Cuntrrrcul Scrnus 
Unircriiv Shores 
Plant Audits 
M m  Island 

FSPC Alloution Factor 
FPSC Tmvel 

T N V ~  
T d u ~ i u l  Senice Spsillins 
Cuatoma Smice 
UoRlpIained vuiulcc 

FSPC Allocation F.ctor 
FPSC TNWI 

T d  

(S26,791) ( I )  (529.336) 
(S8O.W) (587,670) 
(SI 1,565) ($12,664) 
($6.453) ($7.066) 
S8.052 58,817 

S17.388 $19.040 
(553,223) (SSBf79) 

($152,656) (S167.158) 

$29,483 532.284 
S54.075 $59212 

620,719) ($22,687) 
S62.839 568.809 

75.94% 
552.253 

(54, 167) (54.563) 
($5,152) (S5.64 1 ) 

(543.538) 647.674) 
($52,857) (SS7.878) 

75.94% 
(s43.953) 

(5276,167) I (5305,033)l 

(1 ) Nd of Delayed implemmt.tion of krd and copper corrosion control prosnm 

Source: Southern States Utilities. Inc.. Response to OPC Intcrmgatorics 130. 131 md 303; h4FR Alloution Schedules. 

-nltM-= 



I 
1 

DccknNo 950495-WS 
Imbcrly H. Dismukcs 
Exhibit No. -(KHDI) 
Schedule 29 

Southern States Utilities, Ioc. 
Sbarebolder Expense Adjustment 

Shareholder Expenses S208,776 

50% h.lllowmos 50.00% 

Adjuslmsnt 

FPSC Allocation Factor 

FF'SC Adjustment 

(S 104,388) 

75.94% 

m(s792722) 

Swrcs: Southcm Sues Utilities, lnc.,MFRAllocation Schedules 

-r*n- 
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Dockn No. 950495-WS 
Kimbcrly H. Dismukes 
ExhibilNo. -@HILI) 
Schedule 30 

Southern States Utilities, h c .  
Rate Case Expense Adjustment 

Add Ovntimc Expmscs 530.481 

Con of Capital Witness - Morin 

Joe Cnrse Testimony ~ Rates 

(S2 1.500) 

(520,000) 

I' 

1 

Cost of Capital ~ Gai tkc  

Uniform Rate Investigation 

Total Adjustment 

Four-Year Amohtion 

(530.000) 

(S345,671) 

(5386,690) 

m(S96.67311 

Scum: Southern States Utilities, Inc., MFR Schedule B-10. 
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419.359 
535s 

7.009 
495.058 

7928 
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I Doskn No. 950495-WS 

Kimberly H. Dismukcr 
ExhibiINo. -(KHDI) 
Schedule 34 

Southern States Utilities, Inc. 
Keystone Heights Adjustment - - 
Toul Cost 

Amoni7xtion Pcricd 

AnnClllAm.Jrlimim 

Monthly A m o h t i o n  

Months in T m  Year 

Toul 

E.thnmtr cor1 Adjustment 
s75.000 S30.0 

1 I 

SJO.714 54.286 

E893 S357 

6 6 

s5.357 $2,143 [I 

f 

Source: SoumCm Sum Utilities Inc.. Budgn Summary RcporU. 

YOY s l l n  
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1542 
1631 

u . 4 9 4  
16,330 

110.997 

150.595 

(5225,100) 

(5207,757) 510.997 557.595 ($225.100) 

75.94% n.M% 100.00% 100.00% 

1-11 -1 m 
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Dockst No. 950495-WS 
Imbcrly H. Dsmukcs 
Exhibit No. - W - l )  
Schcdulc 36 

Southern States Utilities, Inc. 
Repression Effect on Expenses 

Rcvcrzc 
Company 

Adjur-tmcnt 
Conventional Trotmen1 5254.7 17 
Revmc Osmosis 

Total 
S32 868 1-1 

Source: Soulhcm States Utilities, Inc., MFR E Schedules. 



Docket No. 950495-WS 
Kimberly H. Dismukes 
Exhibil No. -(KHD-I) 
sehcdulc 37 

Southern Stntes Utilities, Inc. 
Lchigh Land Acquisition Adjustment 

Acres PricdAcre Co11 - 
46 52.598 $119.1 I8 Mirra Lakes Parccl 1 

Industrial Park Parcel 2 27 3202 86275 
wa wenula storsge Parcel 3 IO 3202 32,917 
Lee Boulevard Parcel 4 

Total 

Move to Plan1 Held for F u m  Uu-Water 

Move to Plant Held for Future Use-Sewer 

7 2,691 19268 
s 2 s 7 . m  

1-jj 

(5260,562) 

Reduce Value of Land by 60% Parcel 4 

Tots1 Adjustment lo Sewer 

(SI 1,561) 

Source: Southem Slates Utilities, Inc., Rsponw lo OFT Daxrmenl Request 127.  append^ D, p 1 IO 
and Document Request 1%. 
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Docket No. 950495-WS 
Kunbcrly H. Dismukes 
Exhibit No. -(KHIII ) 
Schedule 38 

t 
i 

t 
I 

: 
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t 

Southern States Utilities, Inc. 
Lehigh Rate Base Adjustments: Non-U& and Useful Plant 

1995 Additions to Plant-LAC 
Less Contractor Payments 
1995 Non-Used and Uxful 

19% Average Additionr-LAC 
Las Avcngc Conlractor Payments 
1996 Non-Used and Useful 

Total 19951% Non-Used and Useful-LAC 

Total Transnussion/DistributiordCollection 
Las LAC Non-Used and Useful 
Total TIDIS Less LAC 
Non-Used and Useful Percent 
Adjusted NUU Plant-Non LAC 
LAC Non-Used and Useful Plant 
Total Non-Uscd and Useful Plant Rewmmended 

Nm-Used and Useful Pcrcmt 

Company Non-Used and Useful Plan1 
Advances for Construction 
Net Effective Non-U& and Useful Company 

. .  

A d J W m t  for LAC Nm-Used and Useful Plant 

DcprccLation Rate 

Reduce Depreciation Expmw 
Anlonizatim of CIAC 
Reduoc Depreciation Expmse Net of CIAC 

Reducc Accmhted Depreciation 

R e d w  CIAC 

Accumulated h & o n  of CIAC 

Water Wastewater ~0t.1 
51,602,000 5905.000 32,507,000 
(Sl25.460) ($243,540) (S369,OOLX 

51,476,540 $661.460 52,138,000 

s110.000 $225.750 5335.750 
(568;000) ($132,000) (5200,000) 
542,000 593,750 5135,750 

51,518,540 $755,210 52,273,750 

58,093.1 22 57.51 2.08 I SI 5,605,203 
($1 .SI 8,540) ($755.210) (52,273,750) 
56,574,582 56,756,871 SI 3,331,453 

22.83% I 1.69?? 17.18% 
(51,500,977) (5789.878) ($2,290,855) 

_($I ,SI 8,540) ($755,210) ($2,273,750) 
(53.01 9.51 7) (51,545,088) (S4,564,605) 

37.31% 20.57% 29.25% 

$56,568 $717,896 5774,464 
(SI ,903,990) (51,595,969) ($3,499,959) 
($1,847,422) (5878,073) ($2,725,495) 

-1 m i  1 ($1,839,110)] 

2.33% 1.28% 

($27.3 IO) (SI 5,208) (542.518) 

1 1  I (540,706i 

j T j z E T I m 1  I 5475,850 I 

956 $1,812 

v j m m j  

1-1 I (54,771i 

Souroe: Southern States Utilities. hc., MFR A and B Schedules; Response to OPC Damcut Request 196. 

yII*I.I1AuIPIILp. 

. . .  . . .  - 



Dcckct No. 950495-WS 
Kimberly H. thsmukcs 
Exhibit No. - K I E - I )  
Schedule 39 

Soutbern States Utilities, Inc. 
Buenaventura Rate Base Adjustments 

Water Wutnvmter 

t 
i 

utilily P h l  in senice 
Adjustment Adjusmnnt 

53 1 A94 (52&1,536) 

h d  (5538) 

Accumulated Depreciation ($290368) (S605.930) 

CIAC ($126,635) (5285,489) 

Accumulated CIAC Amorhtion $87,319 5245.723 
I 6298.1901] l(s930.77Oi 

Composite Dcprccistion Rate 4.36% 4.04% 
Reduce krec ia t ion  Exwnw 51373 611.495) . . ,  
Amortimiin of CIAC . $3.634 (1)  510.677 (2) 
Ne1 Reduction to Depreciation Exp. 1- 

(1) Composilc CIAC Amortization Rate Uscd at 2.8796 

(2) Composite CIAC Amortization Rate Used at 3.74% 



Docket No. 950495-WS 
Kimbnly H. Disrnukes 
ExhibilNo -0cHD-I) 
Schedule 40 

Southern Sates Utilities, lnc. 
Buenaventura Lakes: Wetlands Adjustment 

Adiust Plant Accounts 
1996 

Adjusted 
1996 Non-U& 

Account Darription Balancc Adlurmnnt Bahncr Useful 
262.2 Spccd Collecting $1 ,158301 (S628t70) ss3op31 54.24% 

353 4 Land & Land kghb S973,149 ($591,110) $382,039 60 74% 

Told Adjustment $2,131,450 m i  $912,070 57.21% 

&..lust Accumulated Deorniation 
. .  1996 

262.2 Spscial Collecting ($628,270) 

Depreciation k t c  2.50% 

Depreciation 94 ($15,707) 
Deprocktion 9 5  (SI 5,707) 
Depreciation 9 6  ($15,707) 
1993 Accumulated ($153.141) 

Total Adjustment -1 

bdiust hornistion Eransc 
lOQL 

Total Adjustment 

Source: Southern States Utilities, he. ,  MFR B Schedule; Response to O K  Document Rquest 168. 

LwMnlIIIWDJy 
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~~ 

1. Rate Srmnun Form 

2. Auocacioo of Costs fo FuccVVariable Olarga 

3. sourus or Utility Reveauer 
10 

100 

40 

30 

Obviously the weighting factors shown above are subjective. This is the way Brown and 
CaldweIl weighrs the four criteria. Others might weight these criteria differently. 

Having established o-+e.ralJ weighting factors for each of the f3ur criteria it is necessary 
15 dzvelop 3 scoring system for each criteria The xcring system k presented in the following 
sections. 

Rate Structure F o m  (Criterion 1). For the rcasons iqdicared in Chapter 2, seaond  
quantity charscs arz *e most equkzklc mn3 Siciect  h xcovcrhg the c x :  of scmice and i7 
promoring conser-*iliii)n ffir service arcas hat exhibit seasonal uz. In ow weightilg systcm (see 
Tatlr: 7-2), the sasonal i a 2  i~uantit,~ chxgc rzceiveG 3 higher score thm either hie r.onsP,asmli 
uniform quvltity charge cr the inclining block quaqtity charge. the peak-se;rson charge must 
exceed the off-peak sees3n charge by 25 percent Inclining block quantity charges, altholrgh 
clifficult to design based 01: sound economic principles. cw- elso be effyctive in promoti?e 
conservztion. Depending on thz raiio of L!e price of ihc tail block to f i e  price of the fxst block. 
the block thresnolds, and L!e size G f  the blmcbs. iiis type of s t r u c t i  maybe fficre ccmrration 
pronoting L!an a nonxascnzd uniform quantity charge. As we indicated in Chapter 2, the size 
of tke fL7: block skiould not exceed 125 percent of evemge monthly usage. Declining block and 
fla! rate sinicmes are never conservation promoting and thus have been assigned the lowest 
score. The weighting factors for Criterion 1 arc preseneo below. 



7-3 

Nonsevonel Uniform Quantrty Charge 

D d n i u g  Blocks - 
5 I Flat Rates 

Table 7-2 Weighting Factors for Criterion 1 e 

seasonal 

1. Ratio of peak season to off-+ -n charge is g r a t e r  than 1.5. 

2. Ratio of peak season to off-peak season charge is lcss than or qval  to 1.5. but 
g r e w r  than 1.25, 

Inclining Blocks 

1. Ratio of taiJ block charge to first block charge > 1.5 nnd the fvst block 
threshold is less than or equal to 125 percent of average monthly use for class. 

2. Ratio of tail block charge to first blmk charge is less than or equal to 1.5 
nndlor first block threshold is grutcr than 125 perccnt of average monthly use 

2.5 

I 

0 

Penmrnge of Net Revuruc RequinmenLs 
Rscoved via the Qrvnuty Charge 

90-100 

80 - 89 
70 - I9 
60 - 69 
50 - 59 

- * A  

Allocation of Casts to FEed and Variable Charges (Criterion 2).-Obviously the more 
costs (net revenue requirements) that are allocated to and thus re-covered f;om the quantity 
charge portion of the rate smcture, the more conservation promoting. A subjective scoring 
system for this criterion is set forth below. 

SCore 

5 

4 

3 

2 

1 

Table 7-3 Weighting Factors for Criterion 2 

. 



! 

The Percentage of Total Utility Revenue 
CoUcckl via Rai.6 

90- I o n  
80 - 89 

70 - 79 

60- 69 

50 - 59 

1-4 

- 
Score 

5 

4 

3 

2 

1 

c 

Conmunic&oo 00 Bill 

Rarer. w a t ~  UL: in current b W g  pcricd. ard water use in similar 
paid of prior ycar aWor average from prior year 

Sources of Utility Revenues (Criterion 3). As indicated in Chapter 4. the greater the 
amount of total revenus recovered via rates (as opposed to taxes, transfers from the general 
fund, or other subventions) the more effective the pricing signal. The proposed scorhg system 
for this criterion is presented below. 

- Score 

5 

ILim only 

W u p  use io current billing prid 

Monthly clr bimonthly billing 

No i x f o d o o  on ram or usa% 

Rate Structure and Water Use Communication (Critericjn 4). As indicated iii 
Chapter 5 .  the more information a custnmer is given about the rates and their warer uuge. t;?: 
more likely t5ey ar: tc RspOnd to a pr ic i~g signal. A sexing system for this criterion is 
presented k:m. 

- 3 

3 

2 

1 

Table 7-5 Weighting Factor3 for Cntericn 4 
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4. Communication on 10 I 
bill 

Total I00 

t 

3 0.3 

-- 3.2 

7-5 

Given the weighting of the criteria and the individual scoring of each criterion. the highest 
score possible is a 5. In order for utility water rates to be defined as conservation promoting 
using the weighting and scoring system it must have a score of at least 3.2. 

i 
Example 

i 

To illustrate the use of the weighting system, we have provided a sample calculation for 
a water utility with a nonseasonal uniform quantity charge, 70 to 79 percent of its net revenue 
requirements recovered from quantity charges, 80 to 89 percent of its total revenues collected via 
rates, and only the water rates (not usage) are communicated on the bill. The results calculation 
are presented in Table 7-6 below: 

Table 7-6 Example Utility Scoring 

Weighting factor, 
Cri!fXiZ percent Score I Total' 

1. Rate smcku-e form 

2. Alloation of costs 
to fmdvariable 
charges 

3. Sources of utility 
revenues 

20 

40 

2.5 

3 

30 A 

0.5 

' 1.2 

1.2 

'Weighting factor times score. 

i 



Southern States Uaties,  hr 
Water Conservntion Program Adjwhcnts 

1996 
Plolmcd 

COW""DtI0" 
9,921,535 
15.229.292 
2,284,980 

265,110,836 
401.7W.711 
38.774.520 

2239,368,221 
2,972,401,095 

C-mUo" 
P W M  
sadly* 

949.000 
474,500 
292000 

21.425.500 
35,w,000 

S.584.500 
79,0Z2,5W 
142788,000 

SS24,425 

1996 
A d ) d  

CO"WWU0" 

8.975.535 
14.7Y.792 
1.992980 

243.685.336 
366,668,711 
33.190.020 

2,160,345.721 
2829,613,095 

CW!SU+UUOn 
PIIcL"t 

9.6% 
3.1% 

12.8% 
8.1% 
8.7% 

14.4% 
3.5% 
4.8% 

R.tr 
11.23 
11.23 
51.23 
11.23 
51.23 
SO.60 
12.96 

c o w  muon 
R.ZW"W 

EmCl 
51.167 

584 
359 

26,353 
43.099 
3.351 

233,907 
1308,820 

733,032874 3.417.130 729,611,144 
2239.361.221 79.022100 2160.341.721 

I 170.7101 

Wrco h h d  Vvvblc !ixQmsu SO 56 79,022.m S44.083 
SixConnnuniliaVuihlsE- 10.40 63,765,500 
A d p l  V-bk !ixQmsu 

125 390 e(169.47311 



6201 
6208 
6358 
M28 
6508 
6508 
6758 
6758 
6758 
6758 
6758 
6758 
6758 
6758 
6758 
6758 

13s 
140 
150 
15s 
160 
166 
175 
lK5 

195 
200 
205 
210 
23s 
24) 
250 

im 

I 34.150 
I 2350 
I 16200 
I l.m 
s m  
I 14.m 
I 1.500 
I 3.500 
I 800 
I 400 
I 1.800 
I 200 
I 150 
I 6 . m  
I 3.ooo 
I ll2.500 
I -  
s -  
I 199.210 

. .  

. .  

S 34.816 

S 16516 

S 612 
I 14.183 
I 1.529 
I 3 3 8  
I 816 
I 408 
I 1.135 
I 204 
I 153 
I 6729 
S 3.059 
I 114.691 
I -  

I 2.3% 

I 1.020 

48.W S 34.150 -23.44% S 54.807 60.5% 

I 640 I i . 6 ~ 1  I 25 I 14s 4 8 0 . ~  I i,m 519.66% I 1.650 66.0% 
I . S 612 I 216 I 199 269.9% I 600 -24.91% I 612 2.0% 

S 1 9 9 1  I 54.807 S 30,140 I 44.608 
S 4,880 S 7,216 S 7S7 I 1.972 953.1% I 2,350 -7O.S2% S 7.216 209.6% 
I 83.550 I 100.066 I 19,747 I 26.519 34.3% I 16,200 -38.91% I 100,066 511.7% 

S 2 4 , m  I 39.383 I 7,092 I 23.285 228.3% I 14.500 -31.73% I 39.383 171.6% 
0.94% S 3.041 102.7% I V I 2  I 3.041 I 456 I 1.486 22S.996 I 1.500 

I 7,349 S 10.917 I 1 . 2 2 1  I 3,630 197.3% S 3.S00 -3.58% S 10,917 2 1 1 . 9 ~  

S - S 816 I I 0 0  I 1,023 923.W S 800 -21.8% E 816 2.0% 
28.1% S 400 48.S5% I 3.144 686.0% I 2736 S 3.144 I 988 I 1,272 

I 3.300 I S.13) I 1,229 I 1,484 20.7% S 1,800 21.29% I S.135 185.3% 
2.m S ~ S 204 I 299 I 189 -36.8% S 200 

S - I 1 5 3 I -  I - S.8rh I 204 
. s Ism . s 1'1 2.m .__ ... 

S - I 6,729 I - I - - I 6.m . S 6.729 2m 
S - S 3,059 I - I 1.314 . I 3.wO 128.31% I 3.059 20% 
S 17,163 I 191.857 I 8.510 S 36.017 323.2% I 112SQl~ 212.3SU I 191.8S7 70 S% 
S 16,461 S 16,461 S - S - - I -  - I 16.461 

S - S 19,108 S 19,108 S - - I -  - I 19108 A 
IM3.138 S 321,290 I S24.428 I 70,180 S 149.743 111.6ib I 199.250 33.06% S S24:428 163.m 

Sourcc: Saulhrm Slrlea U U I k  Ins.. Rn- Io OFC Inl-lay 224 



Docket No. 950495-WS 
Kimbcrl) H. Dismukcs 
Exhibit No. -(KHDI) 
Schedule 5 

1 

Southern States Utilities, Inc. 

Pmro- 
Account 1995 Escalation 1996 1996 1996 
Number CEC Budget Factor Budget Adjusbnent Total -- ACCOUnt DCSCriDtiOU 

M&S-Officc Printing 
State-Wide Communications 
Maw Program 
Six Pilot Programs 
Total 

M&S-Ofiu Supplies 
State-wide Communications 
Maw Program 
Six Pilot Programs 
Total 

Contract Serviccs-Othcr 
Statnvidc Communications 

clippings 
PR Nnvs 
FL Bus. Net 
surveys 
PR counsel & rescarch 

public relations 
water audits 
surveys 

Six Pilot Programs 
literature search 
outside services 
surveys of control group 

MarcoProgram 

Total 
Rental Equipment 

Stabwide Communications 
Maw Program 
Six Pilot Pmgrams 
Total 

Statewide Communications 

State-wide Communications 
Marcc Program 
Six pilot Programs 
Total 

Miss ExpTelephonc 
Stawwide Communications 
Marcc Progrm 
Six Pilot Programs 
Total 

Stabwide Communications 

Tmsportetion 

Advertising 

Msc ExpPostage 

6208 135 
$34,150 

SO 
$0 

$34,150 
6208 140 

$2,350 
$0 
$0 

$2,350 
6358 150 

SI00 
SI00 

51,000 
$5,000 

$lO,OOo 

SO 
$0 
SO 

SO 
SO 
so 

$16200 

s1,ooo 
SO 

6428 155 

$0 
S1,oOO 

6508 160 

6608 166 
$600 

$14.500 
$0 
SO 

$14,500 

$1,500 
so 
m 

s1>00 

6758 175 

6758 185 
$3,500 

1.95% $34,816 $0 S.343 16 
1.95% SO $8,000 $8,000 
1.95% $0 $11,991 $11,991 

$34,816 S 19.99 1 $54,807 

1.95% 
1.95% 

$2396 $0 $2,396 
SO $2,000 $2,000 

1.95% SO 52,880 $2,880 
$2,396 $4,880 $7276 

1.95% $102 $0 $102 
1.95% $102 so $102 
1.95% $1,020 $0 $ 1,020 
1.95% $5,098 SO $5,098 
1.95% $10,195 $0 $10,195 

1.95% SO 512,000 $12,000 
1.95% $0 $20.000 520,000 
1.95% $0 $10,000 $ 10,000 

1.95% $0 $12,000 $12,000 
1.95% SO $19.500 $19.500 
1.95% $0 $10,050 s10.050 

516,517 $83,550 5100,067 

1.95% 
1.95% 

$1,020 so 
SO SO 

$1,020 
$0 

1.95% SO $640 $640 
S1,OZO $640 $1,660 

1.95% $612 so $612 

1.95% $14,783 SO $14,783 
1.95% SO $17,000 $17,000 
1.95% SO $7,600 $7,600 

$14.783 $24,600 $39383 

1.95% $1,529 SO $1,529 
1.95% so $252 $252 
1.95% $0 $1260 $1,260 

$1,529 51,512 $3,041 

1.95% $3,568 $0 $3,568 

Page 1 
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Southern States Utilities, Inc. 

,4ccaunt DeJcriDtion 

Six Pilot Programs 
Total 

Mir ExpDucs 81 Subscription 
Statewide Communications 
Mix ExpTravel 

State-wide Communications 
h5srcn Program 
Six Pilot Programs 
Total 

State-wide Communications 
Uarw Program 
Si Pilot Programs 
Total 

MIX ExpEmploycc Training 
Statewide Communications 
Mir Expotficc Cleaning 

Statewide Communications 
Mix ExpEmployce Rccognition 

Statewide Communications 
Misc ExpTemporary Help 

Statewide Communications 
Mir Expother 

Statewide Communications 
regulatory meetings 

Marc0 Program 

Mir ExpFood 

Account 1995 Escalation 
Number CEC Budeet Factor 

$0 I .95% 
-- 

$0 1.95% 
$3,500 

6158 190 

6158 195 
$800 1.95% 

$400 1.95% 
$0 1.95% 
$0 1.95% 

$400 

$1,800 
6758 200 

$0 1.95% 
$0 1.95% 

$1.800 

1.95% 

6758 205 

6758 210 

6758 235 

6158 245 

6158 250 

$200 1.95% 

SI50 1.95% 

$6,600 1.95% 

$3,000 1.95% 

environmental organizations 
canserve cducatiodCons. 96 sponsor 

public education 
contract services 
toilet rebates 

b p r o g r a m  

gin ccrlificates 
special cvmts 

six Pilot Progmns 
rstrotit kits 
toilet rebates 
moisture rebates 
special cventdspnsorships 

Total 
Labor 
Fringe Benefits 

Total 

$1,000 
$8,000 

$18,000 

$42,000 
$35,000 

$5,000 
$2,500 
S1,OOO 

SO 
SO 
SO 
$0 

$112.500 

$199250 

1.95% 
1.95% 
1.95% 

1.95% 
1.95% 
1.95% 
1.95% 
1.95% 

1.95% 
1.95% 
1.95% 
1.95% 

Source: Southern Stab Utilities, Inc., Response to O K  Document Rquest 181 

,mm _nl -.xu 

Pmioma 
1996 1996 1996 

Budaet Adjustment Total 
$0 $3,500 $3,500 

$3.568 $7349 $1 0,917 
SO $3.049 ' $3,049 

$816 $0 $816 

$408 SO $408 
$0 $1,728 $1,728 
$0 $1,008 $1,008 

$408 $2,136 $3,144 

$1,835 SO $1,835 
SO $980 $980 
SO $2320 $2320 

$1,835 $3300 $5,135 

$204 

$153 

$6,729 

$3,059 

51,020 

SO 

SO 

SO 

$0 

SO 
$8.156 $0 

518351 $20,000 

$42,819 ($42,819) 
$35,683 ($35,683) 
$5,098 $4,903 
$2.549 (549) 
$1,020 $981 

$0 $60.180 
SO $40300 
so $18350 
SO $ll,OOO 

S114.696 $77.163 
$76.461 
$19,108 

$203,141 $321290 

$204 

$153 

$6,729 

$3,059 

$l,020 
$8,156 

$38351 

$0 
SO 

$10.001 
$2,500 
S2,OOl 

$11,OOO 
$ 19 1,859 
$76,461 
619,108 

$524,431 

Page 2 
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a) Public Workshops (2) 

Source: Southern States Utilities, Inc., Exhibit CHK-3. 

Il"..>.nN_axlJ 



1995 AIl0r.d 

I996 
c-r*.ua. 

Expnu 

542.116 
54.1% 

Y, 

$0 
SI02 

Y, 

Y, 
15.098 

Io 

S h b W k  
ca.u*nuon 

SI4.ISO 
12.310 

134.816 
12.3% 

Io 
Io 

18.m 
1 2 . m  

Io 
Io 

111.591 
12880 

134.lSO 
12.1M 

Io 
Io 

$100 
SlW 

1I.m 
1s.m 

1Io.m 

5 ,807 
17.276 

Io 
Io 

1102 

11.020 
1S.098 

110.195 

1102 
1102 
1102 

1I.OM 
1S.098 

110.19s 

1 lW 
1100 

1l.m 
1S.m 

1lo.m 

Io 112,000 
Io 1m.m 
Io 1 l O . m  

Io 
Io 
SO 

Io 
Io 
Io 

11.020 
1612 

119.692 
11.781 
11.068 

1816 
12,IM 
IZ8lS 

52-24 
SISI 

16.129 
$?.OS9 

Io 
Io 
Io 
Io 
Io 
Io 
$0 
Io 
Io 
Io 
Io 
so 
Io 
Io 

Slzm 
119.SW 
11o.oso 

1640 
so 

17,600 
11.260 
13.849 

Io 
51.008 
12.320 

Io 
Io 
Io 

Io 
Io 
Io 

1l.m 
5600 

114.sw 
11.sw 
11.500 

1800 
5400 

11.800 
1200 
$IS0 
16.m 
11.m 

slzm 
119.500 
1IO.OM 
11.m 

1612 
119.383 
11.041 

110.917 
1816 

13.144 
15.13s 

1204 
11Sl 

16.729 
SI.OS9 

l l . m  
16a) 

114,SCQ 
1lSW 
11.m 

1800 
$#XI 

11.800 
$200 
$ I s 0  

16.m 
ll.m 

1I.om 
1612 

114,783 
$IS29 
11.m 

1816 
1408 

11.81s 
$204 
SISI 

16.729 
11.0s9 

Io Io 
Io Io 
Io 117.m 
Io 1252 
Io 1l.SW 
so Io 
Io 51.728 
Io 1980 
Io Io 
Io Io 
so Io 

019.692) 
01.260) 
01.849) 

11.020 
u1.1S6 

138.15l 

Io 
Io 

110.w1 

11.020 
18.1S6 

S l8 .m 

Io 
Io 
Io 

11,020 
18.Is6 

1 l ~ . l S I  

w 2 . m  Io 
11s.m Io 
ls.m 110,WI 

(520.3S I J 





Southern States Utilities, Inr 
On Sale Adjuahmt 

cnu NI( Anwr(LuUon YI..Sold 
vsrvcc Grdcn UUllry 119.088.M3 119.088.M3 13.817.613 1994 

Sl Aupvnlnc Shms 16,758,377 ~ 4 , ~ w . m  1840.~0 1991 

sIIlvno1ccouuy I t  .LIcI (1187) ( I l l s )  (123) 1594 

SpyisILll 5 139- 1Y.387 133.394 16.679 1995 

S ~ M B  ILII 6 759 - 573,071 W.866 18.m I 99s 

RnaPUl;Syrtcm 1Y.57.8 S33.726 16.745 Anus!p.Lod 1995 

TOW W a  VGUlSAS 1511,107 5313420 162.7a 

Amanu la Fate- (97%) ~495.774 1 3 ~ 9 0 5  160.881 
Al l cd i rn laS&Idm(3c%)  . SlJ.333 19.415 51.883 

vr., 1 
._I 

TOW 119.088.M3 119.U88.U3 13.817.613 
*I,olllm la S&ldSl(% 65%) I I ,65 I, I I 7  11.65 I, I I 7  1330.213 
A m a o l l o R . l c p m n ( 9 l  35%) 117,436.946 117.43696 13,487,189 

SL Acgusune S k  
TOW w.7s8.3n s4.2w.m 1840.~0 

AlIOS*I~laS&ldm(281%) 1189.910 1118,020 523.604 
*mant lobtepF!x(9719?,)  16,568,467 S4,081,980 5816.3% 

TOW Gam m Sale 
Atlcuum la S y o w o l d m  11,856.361 11.778.552 5355,710 
*mantlabtepF!x 124.501.186 521.823.331 54364,666 
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Southern States Utilities, Inc. 
Adjustments to Equity Component of Capital Structure - 

ComDanv Cost of Eauitv Weighted 
~ 

Amount Adjushnent Adjusted Percent - cat C a t  
Long-Term Debt $118,535,363 $118,535363 59.88% 9.06% -5.42% 
Customer thos i t s  $1.753.184 $1.753.184 0.89% 6.00Yo 0.05% 
Dcrmcd ITC 
Equity 
Adjustment for Gas 

. .  
slj35;813 S1335,813 0.67% 9.63% 0.06% 
$82,821,786 (S4,800,OOO) $78,021,786 39.41% 12.25% 4.83% 
($1 ,481 ,Mw)) ($203,924) ($1,684,924) -0.85% 12.25% 4.10% 
$202,965,146 $197961 222 100.00% 10.27% 

Requested Cost of Capital 10.32% 

Change in Cost of Capital 0.05% ' 

$158,023,064 Rate Basc 

NO1 Impact $83,975 

Revenue Requirement m i  

OPC Cost of Eauity Weighted 
Amount Adjustment Adjusted Percent - Cost Cost 

Long-Term Debt $118,535,363 $118,535,363 59.88% 9.06% 5.42% 
Customer Deposits Sl,753,l84 $1,753,184 0.89% 6.00% 0.05% 
D c f e d  ITC $1,335,813 $1335,813 0.67% 8.79% 0.06% 
Equity $82.821.786 (S4,800,000) $78.021.786 39.41% 10.10% 3.98% 
Adjuslrnent for Gas 

. .  . . 
($1,4Sl.0001 ($203,924) ($1,684924) -0.85% 10.10% -0.09% 
$202,965,146 $1 97961222 100.00% 9.43% 

Requested Cost of Capital 10.32% 

Change in Cost ofcapid  0.89% 

Rate Basc $158,023,064 

NO1 Impact $1,403,058 

Revenuc Requirement mo] 

I 

Source: Southern States Utilities. Inc., hlFR Schedule P I .  



1.31% 

6.M% 

571% 

102% 

3.23% 

1.01% 

4.72% 

10.36% 

3.19% 

I .9oK 

27.5% 

2.63% H i l w  

26.35% Henmrdz 

41 13 

52 39 

47 74 

44 59 

48868 

47 I3 

44 62 

49 5D 

46 51 

47 17 

47 26 

42 75 

49 76 

25.81% 

M 

57.97 
10.65% 

6460 
35.32% 

s2.22 
17.11% 

66.14 
35.87% 

56.01 
1884% 

66.25 
48.57% 

66.78 
34.91% 

60.50 
30.94% 

48.31 
2.42% 

w.28 
46.5% 

43.16 
0.96% 

57.98 
16.52% 

3657% 

5428 
1517% 

62 76 
1979% 

63 41 
32 82% 

54 06 
21 24*% 

49 34 
1 36% 

58 88 
24 93% 

S581 
2.521% 

47 94 
-3 15% 

52 96 
13 87% 

53 83 
1412% 

59 88 
26 70% 

34 98 
-18 18% 

M 

8 58% 

43 65 
-7 38% 

48 IS 
-8m 

53 73 
12 55Y. 

37 w 
-ISMY. 

M 

48 61 
3 14% 

44 31 
0 65% 

58 I 1  
1735% 

44 53 
-4 26% 

44 86 
-4m 

34 49 
-2702% 

3 1  53 
-1221% 

M 

15.38% 

41 64 
1 cS% 

4922 
-5 05% 

63 05 
32 07% 

7301 
63 14% 

M 

67 27 
42 73% 

66 88 
49 89% 

5s so 
12 12% 

67 82 
45 82% 

48 70 
3 24% 

71 09 
JO 42% 

47 14 
1027% 

M 



131% 

6 ob% 

J 71% 

102% 

3 23% 

101% 

4 72% 

10 36% 

3 19% 

1 5 0 %  

17 59% 

2 63% 

26 35% 

96 58% 

47.13 

52.39 

.7.74 

14.J9 

a.68 

47.13 

44.62 

49.50 

4651 

41.11 

47.16 

42.75 

49.76 

661~52 

51.9% 
10 29% 

57.97 
10.65% 

6460 
35.32% 

52 22 
I7 11% 

66. I4 
35.81% 

56.01 
18.81% 

66.29 
48.57% 

6618 
34.91% 

too90 
30.94% 

4831 
2.42% 

m.m 
4.59% 

43.16 
0.m 

57.9% 
16.52% 

624.93 
24 7oX 

Y.28 
I5 17% 

62.76 
19.79% 

63.41 
32 82% 

34.M 
21.21% 

49.34 
1.36% 

58.118 
24.93% 

55.87 
25.21% 

47.94 
-3.15% 

52.96 
13.87% 

53.83 
14.12% 

59.88 
267% 

345% 
-18.18% 

47.61 
4 32% 

161.12 
IJ.M% 

8.58% 

43.65 
. 7 . m  

48.15 
-8.m 

53.73 
12.55% 

37.90 
-1s .m 

51.67 
6.14% 

48.61 
3.14% 

44 31 
d.69% 

58 I I  
17.39% 

U . 5 3  
4.26% 

u.86 
4.92% 

3.19 
-27.02% 

31.J3 
-12.2IX 

31.63 
5 4  m 

635.11 
-3.59% 

4 7 6 i  . 
1.m 

49.22 
-605% 

63.05 
32 07% 

13 01 
63 74% 

52.95 
8.77% 

67.27 
.2 73% 

66.88 
49.859 

J5.JO 
12 1 7 %  

67.82 
45.82.. 

18.70 
3.14% 

71.09 
m.n% 

47.14 
10.27% 

51.26 
3.01% 

81823 
23 69% 

. 
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Southern States Utilities, Inc. 
Inches of Rainfall 

. 1 1b - A 661.52 
v 6 3 5 . 1 1  

400 ! 1 1 I t 

1991 1992 1993 1994 
Year 

I + 1991-94 -A- Avg 1960-90 I 



56 25 
LY 1s 
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PIS9 

loci 
06 IC 
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222s 

so CY 
tics 
IP c9 
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22 6b 
Tl8P 
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L6 1C 

w LP 
s9cc 
sz tl 
86 IS 

1vcs 
92 os 
22 CY 
MOI) 

LP c 
01 I 
$1 I 
so 0 

(I c 
b6 0 
cs 0 
IC 0 

IL b 
LS 2 
110 
8C 0 

10 2 
L8 I 
SO I 
160 

821 
c2 2 
[LO 

.661 

11s 
ZLO 
cs 0 
IS 0 

. LY I 
091 
610 
812 

52 L 
920 
61 C 
st 0 

1s s 
6L 2 
182 

26 0 

riz 
I2 0 
PP c 
LbO 

01 0 
SC I 
SOL 
IC 0 

(nb 
062 
26 I 
6L 0 

56 5 
5x5 
PZ I 
%C 

89s 
61s 
18C 
LL'Z 

9111 
6SS I 
ts L 
119 

CLC 
8CS 
Po6 
S8t 

01.5 
861 
PLS 
IPI 

61'iI 
PLll 
25 I1 
It P 

.09s 
65 L 
CC s 
08 6 

62 11 
P6 P 
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! Docket No. 9S049S-WS 
h k l y  H. Dlvnuka 
Exhibit No. -(KHBl) 
Schedule 17 

Southern Stater Utilities, Inc. 
Pmjected Test Year Revenue Adjustment: Averaged 1992 and 1993 Gallons 
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&m62tS'IS &7W.l91,ll7 &79l.*m,lJ2 U S 5 1 f M l  &776,8II.*2I 
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Southern States Utilities, Inc. 
Adjustment for Variable Expenses 

Cooventionnl Reverse 
Weather Normdimtion Trramuor Oanais Total 
19% Vlniblc Expsnscs 53201,573 SI.21824I 54,419,814 

F'IUJCC~~~ Consumptlon 8,040,449 2,183,794 10224243 

Cost per loo0 Gallons SO 40 SO 56 so 43 

I n c d  Consumption (OOO) 1,062,459 165,417 1227,876 

I n c d  Expcnscs $423,053 $92.279 -1 

! 

Source: Southern Statcs Utilities, Inc., MFR E Schedules. 

- mnl "Aueuzza 
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KnnberlyH Dismulres 
Exhibit No -@XD-I) 
Schedule 20 

Southern States Utilities, Inc. 
Merco Island Reuse Projects: Revenue Impact 

Inertase Decrease 
(000) Water Water Reuse Wastewater 

Hideaway Beach 
Gdonr Rate Revenue Rate Revenue 

54,750 $2.96 S 162,060 $0.25 ($ 13,688) 

Tommy Barfreld School 7,300 S2.% $21.608 $0.00 $0 

Total 

Source: Southm States Utilities, Inc., MFR E Schedules; Response to OPC Intmogatory 192 
I- *3E?u  IIIIILn-. 
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SChsdUlC 21 

Southern Stater Utilities, Inr 
Impact of SSU on Bueaaventun Laker 

19% 19% 
SundAlOnc SSU Cat PWCCilt 

balaM1 Iura IAkss cat Cat IncImn h.2- 

W W U U  S214.880 S274.879 ($1) 0.Wh 
W s n u a  s1,022,200 s1,022,2w so 0.Wh 
rhctmru- 1257.189 U08.555 351,366 -19.97% 
Adrmruntntivc Md Gams1 3403,614 3898,146 $494,532 122.53% 

Tarl 51,957,883 32,503,780 $545,897 27.88% 

. .  



Docket No. 950495-WS 
Kimberly H. Dismukes 
Exhibit No. -(KHD-I) 
Schedule 22 

Southern States Utilities. Inc. 
Impact of SSU on Lehigh - 

Salaries and Wages 
Pension and Benefits 
Purchased Power 
Chemicals 
Materials and Supplies 
Contractual Scrvices . Eng. 

Contractual Serviccs - Legal 
Contractual Services - Mgt. 
Conlraclual ScMces - Other 
Renbl ofBuilding 
Rental of Equipment 
Transportation 
Insurance - Vehicle 
Insurance General Liability 
Insurance. Workman's Comp 
Insurance - Olher 
Advertising 
Bad Debt 
Miscellancous 

Total 

Contrachlal & N k S  - Acg. 

Watcr 
1991 1991 

Stand Abne SSU Cos1 
Cost 

$214,546 
34,605 
74,522 

144.352 
28250 

395 
lll,98l 
12,678 
24,675 
22,830 
11,652 
3,415 

18,795 
0 

2 1.746 
7,722 

54.487 

Cost 
$353.363 

94,292 
75,158 

144352 
35,370 

26 
9,465 
6,833 

0 
26,831 
3,950 

191 
18,382 
10,523 
14,084 
8,284 
6,931 

732 
14.549 

Incmax 
$138.817 

59,687 
636 

0 
7,120 
-369 

-102.5 I6 
-5,845 

-24,675 
4,001 
-7,702 
-3,224 

413 
10,523 
-7.662 

562 
6,931 

732 
-39.938 

16.590 85,590 69,000 
$803,241 $908,996 $105,665 

Percent 
lncmax 

64.70% 
172.48% 

0.85% 
0.WA 

25.20% 
-93.42% 
-91.55% 
46.10% 

-100.00% 
17.53% 

G6.10% 
-94.41% 
-2.20% 
INF 

-35.23% 
7.28% 

INF 
INF 

-73.30% 
415.91% 

13. I 5% 

Wastewater 
1991 1991 

Stand Alone SSU CMt 
Cost 
$2 12,938 

29384 
I18229 

5,912 
41,891 

89,787 
26,188 
2,938 

85,907 
8,940 
3,187 
9,988 

17,725 
5,799 

0 
0 

4.509 

CMt 
$339.484 

I 18,764 
5,912 

47,133 
21 

7,4M 
5346 

0 
88,670 
3,090 

149 
8,872 
8233 

I 1,020 
5,595 
5,423 

572 
11.384 

76,952 

Incmmx 
$126,546 

47,568 
535 

0 
5,242 

21 
-82,381 
-20,842 
-2,938 
2,767 

-5,850 
-3,038 
-1,116 
8,233 

-6,705 
-204 

5,423 
572 

6.875 
22,695 78,584 55,889 

$686,013 $822.6 I O  $136,597 

Southern Slates Ulilities, Inc., h k e t  No. 91 I188 MFRs. 

mm .urn 

Percrnt 
Incmnr 

59.43% 
161.88% 

0.45% 
0.Wh 

12.51% 
INF 

-91.75% 
-79.59% 

-100.WA 
3.22% 

45.44% 
-95.32% 
-1 1.17% 
INF 
-37.83% 
-3.52% 

INF 
INF 

152.47?'0 
246.26% 

19.91% 



1991 
s4.639.425 

1.w.224 
60.128 
2859 

303.669 
545 

269.~17 
97.235 
88.020 
7 J . W  
2,038 

10.787 
178.503 
197.297 

4.716 
108.340 

6.929 
267.959 

1,233.298 
18,54723 

158.594 

1 5 4 1 8  

154 18 

164,801 

18.929.U22 

1149 

110,257.661 

(12395,lc4) 

7s %Y6 

(11,818.842) 

(1191.rn2) 
18.303 

(126.972) 
(M1.562) 
(s495.143) 
(596.458) 

(565.661) 
(115,626) 

(1175.928) 
(110,742) 
(179.272) 

1994 
15.593.429 

1.340.745 
71.632 

305.W 
0 

170.822 
13s.423 
411695 
147.491 
9.w 

89,787 
112131 
2x.552 
99.%3 
22284 
27.649 

124,864 
1.426.410 

11O.W,89S 

148.082 

170.26 

1993 
15.811.637 

1.443.203 
80.492 

288.791 
33.523 

1n.985 
107.248 
216.594 
159.134 

7.283 
140.461 
122,028 
250.798 
103.970 
24.899 
27.165 

217.899 
1,781,259 

111.054.349 

149.313 

174 03 

1996 

I.594.180 
90,631 

347.244 
34.m 

181.4% 
109.339 
412236 
187.649 
11.834 

155.097 
124.387 
308,753 
107.778 
25.385 
52295 

246.16S 

112652,765 

164,801 

176.78 

1 6 . 6 ~ ~ 2  

1,991,707 
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Confidential h k d  No. 950495-WS 
Kimberly H. h.muksr 
ExhibitNo. -0CKC-1) 
Schcduls 24 

Soutbern States Utilities. IIIE. 
Allocation of Solaria to Acquisitions 

1994 1994 199511996 ~ I r n U e d  
I996 *mount 

1994B.u Char+tto C h y d l o  1WSB.U C h y r d t o  1 9 9 6 h  C h q d l o  
Aquhitlom Aquhlliom War). Acqubitions Salary (I)  Acqulsklon. 

h " 1  Percent P-I 

. Mol Bliv 554,102 n795 5.17% 556,158 5.IPh 559,387 53.068 
Ma-  51,920 6,141 11.65% 57,920 11.65% 61.250 1,135 
Qla Svvul 82,160 24,141 29.89% 85,450 90.m 90,363 81,327 
DcbonhPCmn 20,615 235 1.14% 
Dime Lityy 24,960 132 0.53% 25,912 0.53% 21,402 I45 
Felix M m w  21,590 158 0.13% 
FOrlUlLudvn 89,010 602 0.68% 91,235 0.68% 96,481 653 
GI M- 21,614 216 I.Wh 22.501 1.00% 23.195 237 
* M a  54,095 4,607 8.52% 56.118 8.52?? 59.979 5,108 
J.maR.gd.lc 48,305 174 0.36% 0.36% 
Jmk Bush 62282 60 0.1o.h 85,085 0.10% 89,911 81 
J o r p h  Milla 19,573 142 0.13% 
J o y  H s l E h n  23,275 5,809 24.96% 24.928 90.00% 26,361 23.725 
Judith Kilnball 65.526 6,914 10.55% 69.447 10.55% 73,440 7.749 
Kda T d c y  w,ooo 9,203 10.23% 91,800 10.23% 97,019 9.921 
K.thlscnHu(h 19,941 54 0.27.h 21,328 0.27% 22,554 61 
Mpilu S h  26,915 1,989 739% 27.952 1.39% 29,602 2,188 
M.nhnu Fcil 49.536 1,549 15.24% 51,418 15.24% 54.315 8,286 
M i k l  MwsKsr  51,029 534 1.05% 
M- Brnsini 62896 21 0.03% 69,459 0.03% 73,453 25 
N c l v  MacMn 23,982 69 0.29% 24,115 0.29% 26,136 15 
Fafad T- 82,265 401 0.49% 85,970 0.49% 90.913 443 
Rish.rd Fa(= 29,078 252 0.8Ph 30.236 0.87% 31,975 271 
sndn Blinu, 19,968 1,101 5.51% 19,968 5.51% 21,116 1.164 
s.ndnJoinn 49.500 198 1.61% 
soott Vaicma w,ooo 1,475 1.64% 93,000 1.64% 98,348 1,612 
T- Knavlcr 49,388 353 0.11% 51.364 0.11% 54.311 388 
v i *  Clpk 51,046 661 1.17.h 60,184 1.1'7% 63,645 144 
John Dsvas 42.311 90.00% 44,744 40.269 

51,347,297 571,798 5.7% 51,245,099 51,316,692 f194.693 

(1) 1996 S.luiol daaminod by multiplying 1995 4uia hy 5.75% 

Souos: soldhorn S W  Utilitiq h., hiFR A& B sdpdula, R- tooPC LuarOg.lori= 26 a d  112. - . nn, .aLulnu 

548,654 

53,329 

515,575 

526L252 

530,585 

($731,667) 

15.94% 
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Kimberly H. Disrndes 
Exhibit No. -KHD-I) 
Schedule 25 

1 Southern States Utilities, Inc. 
Acquisition Expense Adjustments 

C o m n t e  DeveloDment Ervensei 
Materials and Supplies (92,280) 
TrsnsportatiOn (91,842) 
Miscellaneous ($11,295) 

Total ($15,4 17) 

1996 Amition 101.95% 

1996 Total (S 15,7 18) 

Possible Acquisition Percent 9c.00% 

Adjustment ($14,146) 

FPSC Allocation Factor 75.94% 

FPSC Adjustment 

! 

i 

Source: Southem States Utilities. Inc., 1995 Budget. 

1- 591 Iu -mRS 
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Docket No. 950495-WS 
Kimberly H. Dismukes 
Exhibit No. -KID-]) 
Schedule 26 

Southern States Utilities, h e .  
Public Relations/Governrnental Relations Salary Adjustment 

1996 Salary $64,190 

Associated Pensions & Benefits (24.99%) $16,041 - 
Workmen's Compensation (1.71%) 

Payroll Taxes (8.0%) 

$1,098 

$5,135 

Total Salary-Related Costs $86,464 

1996 Adjustment for Labor-Related to P/R ($86,464) 

FPSC Allocation Factor 75.94% 

1996 Adjustment for Labor-Related to P/R FPSC 1 ($65,661) 1 

Source: Southern States Utilities, Inc., Response to OPC Interrogatory 114. 

VUI*,*(N W I W  
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Kimberly H. Dismukes 
Exhibit No. -o(HD1) 
Schedule 27 

Southern States Utilities, Inc. 
Public RelationslGovernmentd Relations Expense Adjustments - - 
PR Association Dues 
Florida Leadership Training 
Legal - Public Relations 
Public Relations Memberships 
Corporatelmage 

Total 

1996 Attrition Factor 

1996 Exp~lse 

FPSC Allocation Factor 

FPSC Adjustment 

1995 
($375) 

(55.m) 
(5658) 
( S W )  

($1 3,250) 
($20,183) 

101.95% 

($20,576) 

75.94% 

Source: Southern States Utilities, Inc., 1995 Budget 
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Kimberly H. Dismukcs 
Exhibit No. -(KHDI) 
Schedule 28 

Southern States Utilities, Inc. 

KRA Goals 
1995 1996 

Conmfhlal ScMces - 5% Reduction 

Mirccllanmus - 5% Reduction 

Total 

FF'SC Percentage 

Total 

Amount Amwnt - 
$135,000 $137.633 

104,000 113,880 

$239,000 $251,513 

73.45% 75.94% 

(S175.535) 1 0 1  

Budeet True-Uo as of SeDtember 30.1995 

Sludge Removal Expense 

Chemical Expnsc 
Marso Island 
Deltona Lakes 
University Shores 
Chuluota 
Amelia Island 
Bacon Hills and Woodmere 
Unqlained Variance 

ConVasNal services 
Univeriity Shorcs 
Plant Audits 
Marc0 Island 

FSPC Allocation Factor 
FPSC Travel 

Travel 
Technical scnios Spscillinu 
Cunomer smiee 
Unexplained Variance 

FSPC Allocption Factor 
FPSC Travel 

Total 

($133,493) ($146,175) 

(S26.791) ( I )  
($80.064) 
($1 1,565) 
(S6.453) 
S8.052 
S17.388 

($29.336) 
(S87.670) 
(S12.664) 
(S7.066) 
$8,817 

S19.040 
(S53.223) (558,279) 
(Sl52.656) ($167.158) 

$32.284 
$59,212 

S29.483 
S54.075 

(S20.719) (S22.687) 
$62.839 $68.809 

75.94% 
$52,253 

($4,167) ($4.563) 
(S5.152) (S5.641) 

($47,674) 
($57.878) 
75.94% 

($43.953) 

($4 3.5 3 8 ) 
(6 5 2.8 5 7 ) 

($276,167) I ($305,033)( 

(1 )Net of Delayed implementation of lead and copper mrmsion mu01 pmgnm. 

Source: Southem Stater Utilities Ins.. Response to OPC Interrogatories 130, 131 and 303; MFR Allocation Schedules 

-mnYDm- 

'. . 
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Kimberly H. hsmukcs 
ExhibitNo. --I) 
Schedule 29 

Southern States Utilities, Inc. ; 
Shareholder Expenses $208,776 

50% hsallowance 50.00% 

Adjustment ($104388) 

FPSC Allocation Factor 7 5.94% 

FPSC Adjustment 

Source: Southem States Utilities, Inc.. MFR Allocation Schedules. 

LnwIsanPM- 
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Kimberly H. Dismukcs 
Exhibit No. --I) 
Schedule 30 

Southern States Utilities, Inc. 

Add Overtime Expenscs $30,481 

Cost of Capital Witness - Morin (S21,500) 

Joc Cressc Testimony - Rates 

Cost of Capital - Garkke 

Uniform Rats Investigation 

Total Adjustment 

Four-Ycar Amortization 

($20,000) 

($30,000) 

(5345,671) 

($386,690) 

-1 

Source: Southern States Utilities, Inc., MFR Schedule B10. 

yIynl.yuT.s*IyIl 

. 



8 
? 

419.359 
5.55s 

1393R 
7.039 

495.058 
7.928 

53.136 
14.107 
72.815 
32.R1 

203,865 
8.179 

16,127 
3.038.671 

13,437 
45.4S6 

6,468 
18.934 
13.382 
9.164 
3.998 

11.140 
1.594 
S.423 
737 

12.736 
8.514 
7.317 
7.442 
6.057 
6.018 

14.321 
21,472 
14.684 
2694 

122.042 
3.610 

13.359 
6.548 
8.148 

28.192 
822 

51.602 
8.804 
44.999 

2 4 1 3 9  
8S.212 
4.450 

16.722 
10.1111 
11.823 
6.21) 

78,533 
1.625 

127.313 
I8.W 
19.235 
24.889 

13.454 

9I.M5 
659 

13.W 
5% 

-1.265 
1.398 

4s  
2807 
3.54s 
3.253 
.%.447 

233 
32) 

311.264 
4 

6,457 
641 

1.493 
590 

-304 
545 
I71 
149 
953 
72 

543 
648 
71s 
87s 

1.317 
436 
827 

4.7% 
3.649 

36 
14.378 

-1.209 
370 
465 

1.425 
5 

5.053 
1.29s 
1,917 

15.519 
2412 

355 
4.360 

45 I 
1.747 

768 
9,394 

-39 
2338 
7.292 

.a132 
1.846 
4.034 

.im 

21 86% 
11.86% 
9.69% 
8.WA 
4.26% 
17.63% 
0.08% 

1 9 . m  
4 8PA 
9.%% 

17.88% 
2.85% 
2.02% 

11.56% 
-0 04% 
14.20% 
9.91Yo 
7.89% 
441% 

-3.11% 
13.63% 
1.54% 
9.35% 

17.5N' 
9 . m  
4.26% 
7.61% 
9 . m  

I 1.76% 
21 74% 

7.24% 
5.Ph 

22.31% 
2485% 

1.34% 
I I  78% 
J.W% 
-9.05% 
J.65% 
5.71% 
5.05% 
0.61% 
9.79K 

14.71% 
4.26% 
768% 
2.83% 
7.98% 

26.07% 
4.17% 
9.80% 

12.36% 
11.96% 
-2 40.A 
17.38% 

.11.84% 
9.M.A 

16.21% 

s.n% 

I O W A  
I O W A  

I O W A  

IOWA 

1000% 

IO WA 

l o w 0  

1003% 

l o r n  

IOWh 
IOWA 

I O W A  
IOWA 

I O W A  

loco% 

loco% 

l o w .  
l o w  

1003% 

IOWh 

11.86% 
1.86% 

7.63% 

9.WA 

7.8kA 

1.56% 

4.2Vh 

3.63% 

7 . s m  

176% 
11.74% 

12.3190 
14.85% 

1.18% 

4.71% 

16.07% 

2 36% 
I.%% 

7.38% 

6.21% 

49.729 
IC4 

605 

1.397 

I <  51 

47.397 

1.911 

145 

41 1 

131 
71 I 

2.643 
2.181 

2174 

415 

2688 

147 
1.541 

993 

1.545 



I 

.... .. 
2.35% 
8.25% 

I 

12182 11.109 
19.827 1.737 
33.586 1.212 

903 -19 
24.52 2so 

169.418 19.601 
1.902 78 
8.567 1.M 
4.921 I 929 
2.845 1,672 
38.870 2976 

363,667 21.852 
54332 A357 
27.317 1,474 
36,761 4.885 

427.236 15.198 
9.040 266 
3.~12 2S5 

13.8% 1.660 
8.261 164 

M9.614 llY.385 
1.032 69 68% 

13.263 666- 
7,367.W 8OS.033 1094% 

624.873 84.335 1350% 
227,201 6.656 293% 

13.585 7.339 1722% 
13,561 1.715 1261% 
7,710 7.710 I W W A  

4112637 65,763 1363% 
2Y1.192 89.916 359% 

25.936 2.292 8 84v. 
11.051 1.711 1547% 
8.415 1.665 1 9 m  

32492 16.160 4974% 
3.698.662 280.262 758% 

ll.M6.302 1.086265 982% 

9.10% 
8.76% 
3.61% 

a l a 3 4  
10.15% 
7.28% 
4.10% 

17.14% 
39.20% 
58.l?% 
7.66% 
601% 
4.04% 
5 40% 
13.293.A 
3.56% 
2.%% 
6.8% 

11.98% 
1 .-A 

38.56% 

I O W A  

1ooo.h 
IOWA 
I O W A  

I O W A  

100x4 

I O m y .  

low?* 

I O W A  
I0oo.h 

NIA 
I O W A  

100x4 
l o w *  
I0oo.h 

0.15% 4 

1.14% 61 I 
29.m 1.437 
48 n?. 1.388 

3.293.. 1.209 

1 . w e  275 

28.56% 88.424 

- 
227.397 

3.50% 21.848 

7.22% 981 
2 61% 359 

3 63% m m  

5.47% 605 
9 . m  824 

39.74% 12.911 
1.49% 55.026 

289.362 



41939 

624.87) 
13.95 
Il,.V4 

48l.637 
11.057 

1.641.298 

1186% 
186% 
7 6% 
9r.m 
7 m  
156% 
4 m  
363% 

I 76% 
I1  74% 
1131% 
148% 
Ilbh 
471% 

1607% 
1)bh 
I 96% 
7 m  
621% 
8 1% 
7 14% 
19m 
m m  
3m 

7 sm 

em 
IM 
WJ 

1397 
16.061 
4 7 3 7  
1911 

I41  
411 
131 
71 I 

2.641 
1.181 
2.174 

411 
1.681 

141 

993 

1.121 
611 

1.417 
13fS 

i.ni 

i.ns 

1.109 ,,' 

IO 
0 

14W 
0 
0 

53 
0 
0 
0 
0 

14691 
0 
0 
0 
0 
0 
0 

135J19 
3110 

0 
0 
0 
0 
0 

rn.653 
17,918 

s15.m 
un 
a3 

2BIJ 
11361 
3x959 

J3I 
1.23 
1.W 

0 
1.474 
2.45  

I4.551 
960 

sm 
0 

1.117 
1.112 
1.413 
1.415 
819 

1.019 
1.116 

63rn 

z.mi 

112.117 
0 

154 
3l9  
476 

3.711 
0 

117 
67 

O 
w 
77 

%SI 
1.139 

214 
115 
I 

160 
77 

117 

114 

mgDl 

m 

n 

i.ai 

U7.926 
w 

17397 
I l l 4  
21m 

10.011 
511 

1.435 
1.164 

14693 
I Jn 
IS1 

15.131 
2.m 
1.616 

911 
13130 

J377 
I.yn 
1.M 
I.YI 
sw 

1.131 
1J.M 

149.9~6 

1.53% 0 17.918 

127297 1111.6d6 M42M INI.745 fTl9.191 
28.mn a3324 0 W.171 4131 3 6 3 1  

3m% 2l.W o 69.~~1 11.991 m.y6 
71% 981 0 1.620 1.W 1,684 
16Ch 319 0 1,811 31 1.m 
16% 17.459 0 77.110 111.5% IW.016 
54% m> 0 1.677 141 1.818 
979% m4 0 1,431 71 i.mi 

1974% 11311 0 166s . - 314 5m 
J5.026 so flJK.925 $117.53 $286,444 

l.llY 

151318 

L5.6Rl 
I> 

318 
1.799 
5.419 

421 
I9 

I10 
m 

1.191 
194 
m 
1Cd 
4rn 
22 

2.619 
I97 
221 
l(II 
110 
161 

841 

1.3n 

im 

mi 

IO 
0 

27.m) 
0 
0 
0 
0 
0 

4441 
0 

18.960 
0 
0 
0 
0 
0 
0 

I0l.ap 
0 
0 
0 
0 
0 
0 

1.W 
m.m 

114.094 

0 
m 
I.% 

I43.W 
4.423 

I18 
0 

0 
61d 

1.W 
3.146 
1.m 

311 
941 
1% 
106 

941 
I06 
UJ 
9s 

1.112 

m i  

106 

mi 

153879 
I.4l3 

1a.m 
1284 

14.491 
J65.m 

1 1 3 1  
1,118 
V41 
1.186 

14960 
2.116 
5.w 

14.181 
2,933 
1388 
1.W 

I O I Z W  
1.m 
4.w 
1.662 

1.631 
1.171 

10.811 

1.n6 

$1 19 355 o rn,m 
IO11 1O.w 0 11.985 9 C I  41.M 

SY.181 1179,061 $517226 1194.64 WQ.931 

IO13 11.921 
solo I94 
IO I 4  m 0 1.04 131 1.m 
IO 19 6813 0 79.915 IOlbbJ 183.W 
IO 16 I W  0 1.w I S 1  WJ3 
IO18 147 0 1,431 71 1 x 1  
IO 18 110.165 0 Jp6J 314 1969 , 

srnm so s161.081 1119bm siai.931 

$0 13 
so 26 
urn 
$011 
IO I1 
IO I9 

1031 
$1 Y 
IO 16 
U I3 
$0 I O  
$054 

$0 I1 
IO I 4  
IO31 
S I  Y 
IO I9 
IO I8 
IO27 
IO IO 
IO 33 
IO 41 
SO 19 

mi1 

mrn 

Ism 
17 

1.151 
115 

I9 l9  
4UlJ 

479 
11 
64 
11 

1.117 
261 
7 u  
431 
131 
Is4 

45 
1.m 

I85 
175 
3 7  
123 
477 

m u  nm 
SO13 211 
m 16 57 
$00)8 6.663 
IO I 7  I W  
$018 147 
$018 2 

112.494 

SY.454 
- 



I 

i 

PNiOd carf 
12190-6/95 S53,OM 
1190-643 81.549 
41914.W 12139 
1-7195 37,141 

1192-IM 1,633 

1193-6% I 5 . W  
v93-1N6 37.41s 
3194-3195 m.0oo 

LW-lY% 29.609 

1 D 4 - 1 M  9,900 

Mmthr P n M a t h  
55 1965 
66 1,236 
60 212 
60 619 
60 144 
36 275 
36 411 
36 1,041 
I2 24,161 
28 1.037 

Months MIurunmt AdIluslmmt 
6 112,652) 112,698) ( I )  
6 -1.414 -1,543 
12 -2,455 -2498 
12 -945 -962 11) 
12 -1,721 -1.157 
12 -3,300 -3.358 
I2 -5,020 -5,108 
12 -12,495 -12,114 

12 -12252 -12466 

(S91,151)[ (193,15211 

3 -43.491 44,348 (I) 



I 
f Docket No. 950495-WS 

Kimberly H .  Dinmuhs 
Exhibit No. -(KHDI) 
Schedule 34 

Southern States Utilities, Inc. 
Keystone Eei- 

Total Cost 

Amortizstion Pcriod 

Annual Amottization 

0I.igh.l Revivd 
h l h 8 t C  cost A d j m e n t  

s75.000 S30.000 

7 7 

S10.714 54.286 

Monthly Amonization S893 $357 

Months in Test Year 6 6 

Total S5.357 S2.143 1-i 

Source: Southcm St.ter Utilities, Ins., Budget Summary Reports. 
I - m.r - 
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i Dodrn No. 950495-U'S 

h b e r l y  H. Dimuka 
Exhibit No. -(KHD-l) 
Sdledulc 35 

(M2.753) 

(530.481) 

Rim W u a h w  1994 Audit 

Nan-Utility lnoome . .  . AdmvvrtnU~ Fce - Payroll DcducUanri 
Smp Metal 
olba 
PLUa H.rba  Mgt F- 

S V h u l  

R-w Not Billed 
W . a n n u r  

COQ S h e  Fund.. 

T d  

$7,000 

(-6,463) 

5542 
$63 1 

s3.494 
$6,330 

110.997 

$50.595 

($207.757) 510,997 557,595 (5225,100) 

75.94% 77.06% 100.00% lw.oo% 

1) 1 5 8 , 4 7 4 1  r.3mzq 

. 
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DockaNo. 950495-WS 
Kimtxrly H. hsmukes 
Exhibit No. - W - 1 )  
Schedule 36 

Southern States Utilities, Inc. 
Repression Effect on Expenses 

Reverse 
Company 

Adjustment 
Conventional Treatment S?54,717 
Reverse Osmosis 

Tots1 



Docket No. 950495-WS 
Kimberly H. Dismukes 
Exhibit No. -(-I) 
Schedule 37 

Southern States Utilities, Inc. 
Lehigh Land Acquisition Adjustment 

Minor Lakes Parcel 1 
Industrial Park Parcel 2 
wet weather storage Parcel 3 
Lee Boulevard Parcel 4 

Total 

Acres PriceJAcre cost - 
46 52.598 S119.118 
27 3,202 
1 0 3,202 
7 

86,275 
32,917 

2,691 19,268 
S257.577 

Move to Plant Held for Future Use-Water 

Move to Plant Held for Future Use-Sewer 

Reduce Value of Land by 60% Parcel 4 

Total Adjustment ta Sewer 

(3260.562) 

(511,561) 

Source: Southern Slates Utilities, Inc., Response to OPC Document Request 127, Appendix D, p. 110 
and Document Request 196. 

IIuo( >;.fly -Xld 
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Docket No. 950495-WS 
Kimberly H. Dismules 
Exhibil No. -(KHDI ) 
Schedule 38 

Southern States Utilities, h e .  1 

1995 Additions to Plant-LAC 
Less Contractor Payments 
1995 Non-Used and Useful 

19% Awage AdditionsLAC 
Less Awage  Conhactor Payments 
19% Non-Used and Useful 

Total 19951% Non-Used and Useful-LAC 

Total TransniuionlDistributio~Collation 
Lcu LAC Non-Used and Useful 
Total T/D/S Less LAC 
Non-Used and Useful Percent 
Adjusted NLRl Plant-Non LAC 
LAC Non-Used and Useful Plant 
Total Non-Used and Useful Plant Recommended 

Non-Used and Useful Percent 

Company Non-Used and Useful Plant 
Advances for Construction 
Net Effective Non-Used and Useful Company 

Adjustment for LAC Non-Used and Useful Plant 

Depreciation Rate 

Reduce Depreciation Expense 
Amortization of CIAC 
Reduce Depreciation Expense Net of CIAC 

Reduce Accumulated Depreciation 

Reduce ClAC 

~ccumuIated Amortization of CIAC 

. .  

Water Wastewater Total 
$1 ,602,000 $905,000 $2,507.000 
(5125,460) ($243,540) ($369,000) 

$1,476,540 $661,460 $2,138,000 

Sll0,000 $225,750 $335.750 

S42,000 $93,750 $135.750 

$1,518,540 $755,210 $2,273,750 

$8.093.122 $7.512.081 $15,605,203 

($68,000) ($1 32,ooO) ($200,000~ 

. .  - .  . 
($1,518,540) ($755,210) ($2,273,750) 
56,574,582 $6,756,871 $13,331,453 

22.83% 11.69% 17.18% 
($1,500,977) ($789,878) ($2,290,855) 
($1,518,540) ($755,210) ($2,273,750) 
($3,019,517) ($1,545,088) ($4,564,605) 

37.31% 20.57% 29.25% 

$56.568 $717,896 $774,464 
(SI .903,990) ($1,595,969) ($3,499,9591 
($1,847,422) ($878,073) ($2,725,495) 

2.33% 2.28% 

($27.310) (515.208) ($42,518) , - ~  I I . . .  
856 956 $1,812 

-01 1 ( s 1 4 , 2 5 2 1 1  I (S40,706)1 

Source: Southern States Utilities, Inc., MFR .A and B Schedules; Response to OPC Document Request 196 

VM ,.**AM -m 
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Docket No. 950495-WS 
Kimberly H. Dismukcs 
Exhibit No. -0CHDI) 
Schedule 39 

Southern States Utilities, h e .  

Water Wastewater 

Utility Plant in Ssrvicc 
Adjustment Adjusmtnt 

$31,494 ($284,536) 

Land ($538) 

Accumulated Depreciation ($290368) ($605,930) 

CIAC ($126,635) ($285489) 

Accumulated CIAC Amortvation $87319 $245.723 
j7EGq 

Composite Depreciation Rats 4.36% 4.04% 
Redus  Depreciation Expcnsc $1,373 ($11,495) 

(1) Composite CIAC Amortization Rats Used at 2.87% 

(2) Composite CL4C Amonization Rats Uscd at 3.74% 



Docket No. 950495-WS 
Kimberly H. Disrnuks 
ExhibitNo. -(KHD-I) 
Schcdule 40 

Southern States Utilities, Iac. 

Adlust Plant Accounts 
1996 

Adjusted 
1996 Non-Used 

~ 

Account Dacri~tion Balance Adjusbmnt Balance Useful 
262.2 Spccld Collcchng Sl,lS83Ol (S628270) S530,031 54 24% 

353.4 LandBLandRights 5973.149 , ( S591,l IO) S382,039 60.74% 

Total Adjustment S2,131,450 1-i S912,070 57.21% 

Aktust Accumulated lkorecintion 
1996 

262.2 Special Collecting (S628270) 

Depreciation Rate 2.50% 

Dcprcciation 94 (S15,707) 
Lkprcciation 9 5  (S15,707) 
Depreciation 96 (S15,707) 
1993 Accumulated (S153,1411 

Total Adjustment [-I 

Total Adjustment 

Source: Southern Slates Utilities, hc., MFR B Scheduler; Respnsc to O X  Document Request 168. 


