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- Application for Increase in Water Rates for Seven Springs 
System in Pasco County by Aloha Utilities, Inc. 

The attached facsimile from Steve Burgess to Harold McLean was faxed to Marty Deterding 
by staff counsel on August 7,2003, and should be placed in the docket file. 
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August 5,2003 

Harold McLean 
General Counsel 
Florida Public S e d c e  Comtnissiori 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

RE: Aloha Utilities 

Dear Harold: 

We believe the Moha rate order' (No. OS93) did not grant the custorncrs the full amount of 
interim refund to which they are entitled. An interim itxrease of 15.67% was granted, but ultimately 
no rate increase was granted, It seems axiomatic that the 19,679'0 should be returned in its entirety, 
rather thRn the 4.87% refind granted in Order 0593. I am attaching an exptanation of how w e  think 
Order 0593 erred. 

Thank yuu for your concerns. 

Sincerely. 

GItephen c. Burgess 
Deputy Public Course1 

cc: Marty Deterding, Esquire 
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We believe there is a fundamental €law in the method for calculating the amount of interim 
refrmds. 

The calculation was: 

The original interim revenue requiremefit as 
calculated on November, ZOO1 for the hhtaric 
interim test pcriod of July 1,2000 to June 30, 
2001 (See page 90 ofmder 0593) 

$2,009,292 

- 1,914,375 

., Interim refund as a ptrcerabge of the 
rates collected 

The revenue requirement calculated for the 
period during which the interim rates wcre 
collected. (November, 2001 through May, 
2002, annualized) (PI 91) 

Our conceptual disagreement with this method is the mismztch crcated by shifting test 
periods. Using actual data, a subsequent year almost always reflects a seater revenue requirement 
than i ts  prior year. This is because bath growth md inflation increase invcstmcnt and expenses. 

In its refund cakulatiorr, the PSC Order subtracts a later year's revenue requirement fiom an 
ealier year's revenue requirement (it is actually almost 1 112 years earlier). The growth and inflation 
were inherent in the later year. 

Therefore, the calculation of the interkn refund was automatically reduced by the. effect of 
1 112 year's growth and inflation. 

This method contains a mismatch that should be corrected. k?y rcfwd should be based on 
the simple equation of: 

(#at was-actually 1 (what should hay? been ) 
(coflected in a period 1 minus (collected in the same )= Refund 

(period 1 



. 88/85/2803 15: 4 4  658488443? 
1 %  

9 

PUBLIC COUNSEL 

Zn our case, the period in question is thc period during which Aloha collected tbc interim 
* rates (called “the interim collection period”). In determining the amount that Aloha SHOULD 
HAVE collected duhg the interim collection period, the PSC Order properly used the revenue 
requinmerrt from that interim collection period (the Ordm used aU six months o f  data that was 
available at the time ofthe order). In determining the iunount thEit Aloha ACTUALLY collected 
during the interim collection period, however, the PSC Order did not use the interim collection 
period at all, Rathex, the. Order used the revenue requirement &om an earlier period jZOOU/200l split 
ywj. It is this mor  that reduced the interim refund f b m  15.67% to 4.87%+ 
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of general circulation in i t s  service area within 10 daysof OUT 
staff's approval o f  the! notice. The utility e'nall provide proof 6€ 
the date the notice was Sfven within LO day13 after t h e  date  of the 
notice. 

S 8 .  U"ER?M X S W  

By Order No. P S C - Q 1 - 2 1 4 ~ - F O F - W ,  issued Mcvambar 23, 2001, we 
approved interim rates subject to r e f w d  with iatsrest, Rates weze 
increased by 15.95* ,  pursuant t o  Section 3 6 7 . 0 8 2 ,  Florida Statutes. 
The approved interim revenue from these rates Ss shown below: 

Test Year $ Revenue + 
Revenues Jncre 8 s e & e m  Sramenk I J n c r e ~  sq 

* water $1,737,086 $272,206 $2 ,009  I 292 1 5  6 7 )  

According t~ Section 367.P82 (4) I Flqrfda Statuies, any r e f w d  
must be calculated to reduce the rate af return of the utility 
during che pendency of the pxocceding to the same level within the 
range of the newly authcrized rate of ret-. Adjustments made in 
thqratc  case te6 t  period that do not Xclate to the period interim 
rates are in effect ehould be removed. 

Sa this proceeding, the t e q t  Beriad for establishment 5 t  
hterim rates was the twelve months ended Yune 3 0 ,  2001. The t e s t  
year far final rates purposes was the projected year ended 
Dccedar  31, 2001. The approved interim rates did not inelude any 
pxovisions ar conaideracion at p r d  forma adjustments i n  operating 
expenses .or plant .  The in te r im increase was designed to a l l o w  
recovery of actual, interest cascs, and the floor of the l a s t  
authorized range for equity earnings. Included in the interim t e s t  
year were  three Rlsnths o f  expenses for purchzoed water fzom Pasco 
courscy 

, 

To establish the proper refund amount; we! calculated a revised 
$.nter&m - .z-evegue_. XeGi-rement utili-ziag . the same d n k  ---used to 

f. * Tstablish final xstes. Rate case 'expense was excluded, because it 
was not m actual expense durihg the interim collection period. 
Uahe bid not purchase water from Pasco County during the interi.m 
collection period. The i n t e r im  collection period fs €ran 

S,' 

c 
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November U t  2 0 W  to the date that Uaha implements the f i n a l  rates 
approved 

Using the principles h i s ~ m s e b  abave, we calculated the 
interim revenue rtquixement from rates for the interim collection 
period t o  be $1,911,375. This revenue level less than the 
interim revenue o f  $ 2 , 0 0 9 , 2 9 2 ,  which was granted in Order NQ, PSC- 
Of-2199-FOF-W. This resu1t-s in a 4 , 8 7 %  refund of  i n t e r i m  rates, 
after miscellaneous revenues have been rcmltod. 

Accardingly, we find that  the utility shall yefund 4 . 8 7 %  of 
water revenue6 co?lccted under: interim rates. The refund shall be 
made with htere6t in accordance with Rule 25-30 360 (4 )  Florida 
Administrative Cede. The utility shall subrnit proper refund I 

zcporta puraunnt to Rule 2 5 - 3 0 . 3 6 0 ( 7 ) ,  Flozida Administrative Code, 
The u t i l i t y  shal3 treat any unclaimed Z ~ U A ~ E  as CIAC pursuant t o  
A U ~ C  2S-3C1.36Q ( 8 )  I florfda A d d A b t K a t i V t  Code, 

I. . 

&X., FOUR-YEAR RATE REDlfCT20NT 

. Section 367,9816, Florida ,Statutes, requires that rates be 
xrdrrced by the amount, ~f the rate  case exppnse previously included 
An the sates immedinttly Eollowing the expixation of the four-year 
pkriad. The reduction yiLl reflect the removal of $53,720 of 
r tv tn l le8  associated with the a m r d z a t i o n  of race case expense arrd 
the gross-up Fa+ tegulztolry asse'ssment fees, The reduction in 
rtvenuee wi3.b result in the wnth1,y rate reduction ahown an 
Schedikh? No. S I  

The utilicy shalx f i 3 e  revised tar i f f  sheets no later than one 
The W n t b  p x i o r  to the ack:unl date af the required rate xtductian. 

utility shall also f i l e  a prcpossd customer notice setting i o x t h  . 
the lo wee^ f a t e s  sad the xeasicm for the reduction, 

X f  the utility ' f i l e s  this reduction in conjunction with a 
price index or pas$-through rate adjustment, eeparatt data shall be 
€iledTa% the price- imdox--md]or p a s s ~ t h r o l l q h  ...+ ncrease o r  decrease 
and the rcduccior, i n  the rates due to the amortized rate case 
eweme I 

' 

Sesed on the Xoragoing, i t  is 
t 


