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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application 
UTILITIES, INC. f or 
in Marion County . 

of SOUTHERN STATES) 
a r ate increase ) 

) _________________________________ ) 
DOCKET NO. 880520-WS 
ORDER NO. 20770 
1 SSUED: 2-17-89 

Pursuant t o Not ice . a ?rehearing Conference was held on I 
February 10, 1989. in Tallahassee, befo re Comm tssi oner Gerald 
L. G~nt~r. as Pre~eac1ng 0 fficer . 

..\P?EARANC~S: 

BACKGROUND 

B. KENNETH GATLIN, 
COWDERY, Esqutre. 
Cowdery, 1709- D 
Flo rida 32308 

Esquire, and KATHRYN G. W. 
Gatlin. 1tlvods . Car lson & 

Nahan Drive, Tallahasseee, 

On beha lf o f So uthern States Utilities, Inc . 

CHARLES J. REHWINKEL, Esquire, Associate Public 
Counsel. fhe Oft icc o t' Public Counsel. C I O The 
F lo rt da House o r Rep resentatives. Tne CJp t t o l, 
Tallahas see. Florida 32399- 1300 
On bena! f o f the Ci t i ze ns 

RO!!~RT J . Pi ERSON, Esquire , 
Se rvtce Commiss i on. 101 East 
Ta l : a ~ a ss•e . Fl o r ida 3 ~3 9 9 -0850 
On be~a lf o : the ~on~i sst on Staff 

PRENTICE P. PRUITT, Esqutre, 
Ser ., ice Ct:·::-.-c t ss i c n. lOi East 
'al lanassec, F l o rida 32399 - 0850, 
Cou~3e l t o t he C~m~ tsst on 

PK EHEARING ORDER 

Flo rida 
Ga i r1es 

P:.~bl ic 
Street . 

Flo c iJa Public 
Gaines Street, 

On September 1. 1988 , Southern States Utilities , Inc. 
(Southern States or utility) comp l e ted the m1 n1~u~ filing 
requirements (MFRs) for a general rate increase a.nd that date 
was established as the official date ot' f i 1 ing. The appro·1ed 
test year for this docket is the projected twelve-month period 
end i ng December 31, 1988. 

The utility has reques t ed final revenues whic h are designed 
t o produce the following increase oc decrease o ver projected 
1988 test year revenues. 

WATER 

CITRUS PARK/ 
SALT SPRINGS 

SEWER 

SOUTH FORTY 
SALT SPRI NGS 
CITRUS PARK 

$ 85,463 

s 57,518 
s 47,557 
$115.217 

INCREASE OR 
(DECREASE) 

AHOUNT 

$ 7,639 

($19.8 59 ) 
($ 3 , 367) 

$76,805 

INCREASE OR 
(DECREASE) 
PERCENTAGE 

9.82 

{25.67) 
{ 6 . 61) 
199.95 

[ 1 .: :- lJ r ~ · ! 7 ;: .J 

-!'lSC ·~ECOi.:~3il\~? C!\1 L:i 

I 
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By Order No . 20236. i s sued October 31 , 
suspended the ut• I tt y 's propo~ed rates 
ra tes subj ect t o refund. 

1988. the Comm i ssi o n 
and granted interi~ 

A formal heartnc o n So u t hern States · apo licatt o n fo r 
1ncr eased r a t es t s curr~r.tl y scheduled t o be he l d o n February 
23 and 2 <;. 1569 . 1:1 the u ollty ' s serv i ce area. 

?R:: :'I!..ED TESTH\I) NY A~D EXHIBITS 

Teso:~mcn·t o f a l l ·.o~ i •nesses to be spo nso rerJ by the part i es 
has been p r e: i l ed . .:-1 tes :: i.nony ~~hi cn has :Jeen ure.:i !oct 111 
t hi s c a se wi I I bo ins.:Htl.!d i nto t he t o co td as t ho ugh read after 
t !'le w1 t ness has taken -: he stand 'lnd a r f i u nc d the co 1 rectness of 
the tes tt mony and e x h 1b 1 s . A l l test i mony r ema1ns sub)ecr: t o 
a ppro pnat e o b ) ec -: ion s . E.3ch \·Htr:ess ·.o~tll have the o;Jpo r~u :l ity 

t o o r a lly sumrr.a r1ze n 1s o r her test i ~ony at t he time he o r she 
: • r<.e~ t :'le stand . 'Jc·,r: :nse: t t o n o f a •..: t r:ne ss · : es tt ~ony . 

e xh1 b 1ts appended the r er:c ::~ay ce :na r ked f :>r ide n tiftcar:io n. 
Afte r oppo = tcr.~ty t ~ r j?p os t r.q pa r t t es co OO)ect and 
c r oss-exami ne . the document may be mo ved Int o the rec.:> rd. All 
J t!":e :- e xnt b tts "Nt ll be ':i t mi l a:ri y t den t t f t e d and ente r ed Jt t he 
appropr t ate ttme dur tnn hea ring. 

Witnesses a r e r eminde d t hat o n cross - exam1na t i o n r es po n s es 
t o questi o ns c.3ll ~nq : ;:~= a yes 0 1 no ans"er s ha ll oe :~n s·ne red 

yes or no first. at t er w:1 1ch t he w1t ness may e xpl ai n the a :lS"Ne r. 

ORDER Of WITNESSES 

Di rect 

C . w. Sheff i eld 

Charles K. Lewis 

Cha rles L. Sweat 

Wi I I i am A. Becker 

Richard L. Johnson. J r. 

James T. Deaso n 

Harry De Meza 

Gary P. Miller 

1-J i lli am E. Dar I i ng 

/1ar k A . Cicchetti 

Rebuttal 

J o hn F. Guastella 

w i 1 1 i am A . Becker 

Apoearing for 

So u t h ern States 

Sout hern St ates 

Sou t hern States 

Southe rn States 

Southern States 

OPC 

OPC 

Staff 

Staff 

Staff 

So u t hern St ates 

Southern Sta tes 

Issues 

l. 2 . 3, tl, 5 . ') , 11, 
12. 15 , 19 , 20 , 2 1. 
22 

15 

2 . 3. 8 

13 . 14 . 18 

5 

5 , 15, 18 

2 , 3, 16, 17 
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BAS I C POSIT I ONS 

UT I LITY : So ut:1crn States Util i ti~cs , Inc. bils t c pos itto n is 
t h a t It should be qra:1ted the ra te i11creilsc t eGuested in ~1ar 11J 11 
County 111 orde t to have an o ppo r tuni t y t o earn a i a 1 ~ and 
rcaso r.able rat e o t return. 

i)?C : OFC ' s baSIC pos i ; ._, ,, ! S 11\Jt :C: , .. rll':rr ::itJtes s h•" lld 
not ~-'r. tltled t o r covt!r ~o re tnan I LS :11vesL•' •c n t i n Sou t~ct!'. 
States· i·l a n o n Cou:n y sy ste1r.s C p~1 rch.1se pttc·~) ;.>. u s 1t s ilc:ual 
ho nest ;;r.d prudenr; lr\Vesc~e~': 1:1 ~u·h :: : ns LO •: Ill! ;m rc::~ • .., 
price C'):it o i lr: s i nvest:::en: . ~n .-:.:d : ·.:on . ·.nc C•>::-:nJsst_:, 
!: nou ld n"'t grJnt Sou t he i n :'::dt~s t ) -:e _. :"";JZed 1n :r:c r,~ r.:h.; n tr: :: 
total actual invf!stmer.t 1:; o iu:~t ust!d and u sctul i 11 provid ing 
uti li tY se rv1 ce t o its cu s t ~~~ r s . 

STAff: Stai r ' s bast c ~' ' '" ''- 1 < 11 1s •r.ar::. 1 .1t•~ tnc 1case may 
be t~nted . but cer tJ : n 'I'Jl'!St:ncn ts need Lo be r:1adc to 
Soutn•Jrr. 5r:ar:~s · :a':~ na;;t-· , . h; ~ :'·.!t ,, t,.., ,, ·r , .,, t•:l lS . 

ISSU!::S ANJ POS:7r<JII::i 

Is ::1e Guali:y o t se :~ 1 c~ sa t i s facto r y ? 

SOUTiiE:R: l STA'!'ES: Ye s . (S;.;ea t. Jonnson ancl Shelf1eld l 

OPC : tlo pOS l t!.Jn at thiS t:re . Cu:H v rrc r test 1rro ny :--.ust be 
rus :de:e: . 

STAff : ~Jo posit i o n at 
bl:! c o n sidered . ( 11 i l l er . 

Rate Base 

::n:s · .. ~~~ 

lla I : t ! \ j I 

2 . ISSUE : Should a miH QJ n IE!Sc r·Jc I> 
ca lcu lati o ns of used J~d usetu l pl ont? 

i 1\C l ULh~d 

SQ'JTHER!I ST,;TES: Th~ !) 1•111 ,, o d :; y sL~III I S 100 percent user! 
Jn:i uset •J!. Ho•.-~e·:er. s:1o r.; ld tht: C.:orr.rr i ss ton dcterm1 ne that 
t he u sed and u se i ul pe r c en• • .ilg<' 1s l ess than 10 0 percent . a 
15 percent ~arg1~ o r tes~ r~e sho u ld b e added . (L~wi s , 
3cCY.er) 

yrc : No . 

ST,;:rr : 'les , based upo n r: !1e aver ilqc numbe r o f 
eqJtvalent r estdent i al c'Jnncr t o n s ( ERC.:s ) , 
yea : ! y customer q r v l-' th 1n ERCs f o z the 
t lve-ycat pe 1 10d anJ t he cons ttucti o n t: i n c 
add itt o n a l capac1ty. 

cu sto:ners in 
the ave~aqe 

most r ecen t 
necessary f o r 

3 . ISSUE : 
pl an t? 

What used and useiu I adJHSLments s hould be made to 

I 

I 

I 
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POSITIONS 

SOUTHERN STATES: No adjustments are appropriate. All 
plant is 100 percent used and usefu l . (Lewi s , Seeker ) 

OPC : The fol l o•...,ing are :: !"!e appro pria t e used and usefu l 
percentages : (De 1-tezal 

Cit rus Park Wa te r 
Ci trus Park Stwer 
South Forty Water 
S~uth Forty Sewer 
~al t Springs Wate r (current) 
Sa lt Sprinqs Wa ter (future) 
Sa lt Spring Sewer 

24 . 6 pe rcent 
34. 6 percent 
<lO.O percent 
70.2 percent 
57.8 percent 
15.8 percent 
37.8 percent 

STAFF : The Salt Springs water 
percent used and useful. The 
t:eatment o iant is 45 pe rcent 
rerratninq piant appea r s t o be 100 

treatment plant is 6 1 
Salt Springs wastewater 
used and useful . Al l 

percent used and useful. 

.. . ISSUE: Should t ne p rc;ected pl ant add i!:io r. s r. c r the Sa lt 
Springs water system a nd the Sout h f o r t y se•de r syster:. oe 
~ ncluded in plant-in-se rv i ce? 

POSITIONS 

SOUTHERN ST.-\TES : Yes. ( Le·.·1i s) 

OPC: No . these plant addii:io ns '"'ere not c omp leted at the 
end of the test year. Therefore. plant-in-s er·,fice shou ld 
be reduced by $40. 087 f o r the Salt Springs water system and 
by $47,400 for the South Forty sewer s ystem . 

STAFF : No. these plant additi ons were not comp leted at the 
er.d o f the t e s:: yea r. The:et'o re . ~ an r: - in-s.:Hvice should 
be reduced by $40,087 f o r tne Sa lt Sp r tngs ~ater system and 
by $47,4 00 f o r t he South Forty s ewer system. 

5. ISSUE : Should the projected plant additions for the Salt 
Springs water system and the South Forty sewer system be 
included in CWIP? 

'5 . 

POSITIONS 

SOUTHERN STATES: Yes, if the p l ant additions are not 
included in plant-i n-service . (Lewis, Guastella) 

OPC: OPC will t ake no positio n on this issue . 

STAFF: Yes, CWIP in the amounts of $50, &97 for the Salt 
Springs water system and $33.744 f o r the South Forty Sewer 
system should be inc l uded in rate base. (Cicchetti) 

~: Should the Citrus Park 
adjusted by $26,763 to remove the 
balance of capitalized interest? 

sewer l and account be 
thirteen-month average 

413 
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POSITIONS 

SOUTHERN STATES · No position at t h is time . 

OPC: Yes. 

STAFf: Yes . al thoug h the urility SI!Ou ld be allowe d t o 
capttalize i n terest on the Citrus Park se·..:e r l.:! nd, t he 
lnterest should be r eflected in Acccun t 380 . Treatment a nd 
Disposal Equtpment. Furthe r. 1nr;erest should be 
capatalt zed o nly for t he perio d that c o nstructio n 
acr;tviti e s ·..tere t n progress to ge t t he land ready co r tts 
t :lt<::1c!ed use. 

7 . ~SSUE : Sho uld t he t h 1 r teen-mont h ave rage balance of 
I n terest capi tal ' zed on t he util ity's c o nstruction 
proj ects. $4 5 , 834 f or the Citru s Park sewer s ystem. $3,19 6 
: o r the Salt Spra ngs water system and :S l. 9 38 t o r t!':e South 
Forty sewer system be allowed in rate base ? 

POSITIONS 

SOUTHERN STATES: No pos t tion at t h is ttrne. 

OPC: No . Since t he Citrus Park sewer add i t t o n s ·,1ere 
p laced in s erv ice in January of 1987, cap i ta lized tnr;erest 
or AFUDC o f $ 69 ,533. 09 s hould no t be allowed . 

I 

STAFF: Yes, ho weve r . the utility s hould be penaltz ed I 
o ne-hundred basis poi n ts o n the cost o f debt, the rate 3~ 
which interest was cap italtzed , f o r fai lure to comply wtth 
Rule 25 - 30.116, Flo rid3 Admints t r attve Code . Further, 
interest captta lized du ring the t est year shou l d be 
exc luded from the CIHP talances for the Salt Sp r i ngs water 
system a nd the South For ty s ewer system . 

8. ISSUE: Shou l d the :£30,34 0 waste·.o~ater pre- t r ea t ment 
facility installed t o se tve a laundromat o n the Sa l t 
Springs sewer system be excluded from rate base? 

POSITIONS 

SOUTHERN STATES : No . (Becker ) 

~: Yes. 

STAFF: Yes . 

9 . ISSUE : What is t he appropriate level of utility 
plan t -in-service? 

POSITIONS 

SOUTHERN STATES : The appro pr i ate l e vels of utility 
p l a n t-in-service are as follows : (Lewi s ) 

I 
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Thirteen-Month Averaoe (1987 ) 

Sal t Sor ings Citru s Park To tal Coun t y 

$ 117 , 007 $ 170, 54 7 $287, 554 

Thi r t e e n-Month Avecaae (19 88 ) 

Sa l t Sori nas Citrus Park Total Countv 

$ 182 .323 $ 177, 266 $359 . 589 

Thi r teen-Montn Ave~aae (1987) 

So . Fo rty Salt So r inos Citrus Pa ck !Q.t3l COU!lU 

$196 . 608 :S 258.7o<l :5215 .79 5 :Sb7 l , l67 

Thirteen-Mont h Averaae ( 1988) 

So . Fo r t y Sa lt Sorinos Citrus Par k To tal County 

$264, 733 $29 5 . 669 :5 387, 690 $948 , 09 2 

OPC : No position at th is t irne . Th i s w i 11 be a 
c al culation based upon t he d i s posit ion o f o the r issues . 

STAFF: No pos1ti o:1 a t: t h is t i me. This will be a 
calcula r:ion cased upo n t he disposition of other issue s. 

10 . I SSUE : Shou l d co nt ci but i o ns -in-ai d- of-co nstruct i on ( CIAC) 
be i mputed fo r t he nu~ber o f ERCs i ncluded i n any a l lowed 
ma rg i n rese rve? 

11. 

POSIT £0NS 

SOUTHERN STATES: No . 

OPC: lf a margi n reserve 1s a l lo1~cd by t he Corrun i ss i o n, 
then CIAC shou ld be tmputcd a t least f o e the South Forty 
and Sa lt Sp ri ngs sewer s y s tems whi c h are not built out . 

STAFF: No . The Citrus Park water system is essenti al l y 
bu il t-out and has no capaci t y charge . The Cit rus Pa r k, 
Sa lt Spr ings and Sou t h Fo rty sewe r s ystems are also 
buil t-out . The Salt Sp n ngs water s ystem doe s not have a 
s t1rv1ce availabili t y c ha r ge . 

ISSUE: Shou l d accumula t ed deprec iation be r ec alcu lated 
from September l. 198 5 . t o Decembe r 31, 1987, to re flect 
t he gu i de l i ne ra tes app r oved for t he s ys t em i n Orde rs Nos . 
13679 and 13795? 

415 
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POSrT IONS 

SOUTHERN STATES: Ye s, accumulated depreciation s hould be 
adjusted as fo llows: (Lewis) 

Cttrus Park/Salt Spr t nqs water 
South Fo r ty sewer 
Salt Sprinqs sewet 
~ itrus Park Sewe r 

OPC : No . 

($ 5,)77) 
( :£ •1. 933 ) 
(.5 11.157 ) 
(:5 5,-:iu:) 

:5TAFF: ·.:es . accumulated d~u t ec t at i on s llould l:t:! ,1d)ust .;>d 
Js t O iJ OWS : 

Ct trus Park/ Salt :5pr t nqs ~ate r 

So uth Forty s~wer 
Sa !t :5pr tngs sewe r 
~ it~us P l ~ ~ S~wet 

($ 5 , '.) 77) 
( $ 4 . 883 ) 
($ 11.157) 
<:£ s . :>o~> 

u . ISSUE : :lhar. are the appropriate balances o r accumula t ed 
::i.;op re.: in 10n-? 

SOUTHEi'N sT,;TES: T he app ro pria t e bal ances o i 
dep cecia~ion are as fo llows : ( Lewis ) 

accu:nu I at ed 

Thirteen-Mo nt h Averaae (1987 ) 

Salt Spr ings Cit rus Park rota I Coun ty 

:5 12,763 :S $28 .1 76 $40,939 

Thirteen-Mo nth Ave r age (1986 ) 

Sa l t Springs Cit rus Par k Tota.l County 

$18 ' 464 $ 37 ,74') $ S6 . 213 

SEWER 

Th i rte en-Month Averaae (1987~ 

So . f o rt::z: Sa lt So rings Cit rus Park Tot al County 

$76 ,14 6 564,503 $43,795 $184,4<14 

Thirteen-Mont h Average (1988) 

So . Fo rty Salt SQrings Citrus Park To tal county 

$87, 886 $85 , 2 19 $ 59. 461 $232 ,566 

I 

I 

I 
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OPC: No pos iti o n at t hi s time . T h is w i ll be a 
ca l cu l ati o n bdsed upo n the dispos iti o n ot:' o ther 1s sues. 

STAFF: No pos1tion at this t1~e. This will be a 
calcula:1o n cased upo n t he di sposiLL o n o f o t her issues. 

13. !S!'UE: Shou ld a negat1ve acqu~sir i o n adjustment be 
?e'COCn tzed f o r t he purpc se of de•_e::-:. Lning rate base as of 
Sep:ernt:er 1. 19857 

SuUT~ER~ STATES: No . 

OPC : Yes . (Deason) 

STAfF : No position . 

14 . :SS<;E : \vhat is :.he aopt :> p t! JLt:: ! .: : e: o i ~ ate base as •') : 
Septemoer l, 1985? 

POSITIONS 

SOUTHERN STATES : $ 35 2 .1 78 . 

OPC : The approprtate rar:e base . J S v i Sep c:-:t:er l. ns;, 
shou ld be found t o be :S :7.;. ulS . ;:-. is 1s ct:e ;>urcnase 
pr1ce pa 1d by So u thern States . ( Deason . De Me z a> 

STAFF: t~o posltion at t his tu~e . 

15 . : ssuE : :.;hat 1s the test year ra te base? 

POSITIONS 

SOUTHERN STATES: The thirteen-mon th average tes t yea r 
r ate base for water is $1 55.660 for t he Sa lt Springs 
system and $ 56 , 7 78 t:o r the Citru s Par k s y stem , for a tota l 
wa ter rate base o f $ 2 1.2 , 438 . T he t hirteen -month average 
test year rate base f o r sewer is $ 207.701 for the Sou t h 
Forty system. $ 1<16 , 581 f or the Salt Springs s ystem and 
$ 500.117 f o r the C 1 t rus Po rk system . ( Sweat. Lew1s, 
Guastel la) 

ore: No position at this time. Thi s W l 11 be a 
calcu l ation based upo n t h e dis posit i o n of othe r issues. 

STAFF: No position at t hi s time. This w i 11 be a 
calculation based u pon t h e dispositi o n o f o ther issues . 

Net Operati ng Income 

16 . ISSUE : I s the utility ' s l evel o i unaccounted-for wa t er 
reasonable? 

POSITIONS 

SOUTHERN STATES : Yes. (Becker) 

417 
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OPC: No . Unaccoun ted- f o r wa ter 
seven teen perc.:?nt at Citru s Patk 
Salt Sp r ings , which is excess iv~ . 

was ca lcul ated to 
a nd s ixteen percent 

be 
at 

:>T,\FF : No . Unaccounted-fo r wa ter ~~as calculated to be 
seven teen petctJnt at C itrus P,1rk a nd s .ixtee n percent at 
Sa lt Springs, which is excess avc. 

l7 . ::>SUE : St:ould an adjus:::,e:lt: ~e 7ade t o c!1emicals and 
;:u tc:1asec po·.•er expenses r o ~ un:.cc;, ::ltcd- f:>r water? 

SOU~HERN STATES: No . (SeeKer) 

•)?C : Yes . Purcha !o c t: P" '-Ier .;~nd c :let:a(;.~ t e x :.Jer: s e s 
::>t! reduced b y seven pe i c cnL J:: -: t :rus Pat .- ar:::: 
;Je:cent <> t Salt Sp : 1nc" . 

a ncu!d 
cy s 1 :< 

5-:-.;fF : 'ies . ?t:rchasoa:i pJ· .. :et E!tJ c : . e:~: ~ c ~:{p •.! !1S e ..:i .;; ·~ ~ .. ':.Jll.! 
oereduced by se•:e:1 peccer.t J: (l:fUS !''I!K .'>!'.:: cy SIX 

;:ercen t at Sal~ Spt::-:c s . 

13. ISSUE : Sho u ld deprec t atton e :{pcnse oe c.llcu lat ·~J based 
~pon o r1 qt nal c o st o r t he purcnase ~HlCe! 

?OS fT I ONS 

SOUTHERN STATF.S: OriCltnal cost . (r;uJsLe lla) 

OPC: Purc h ase pnce . (De ason) 

STAff : ~o pos ::1 o n . 

19. I SSUE : \~h at amv un 0 1 t ,tt. c <.:.Jsc •' XPC II :.il.! ·.t:. uld be borne 
b y the ratepaye rs! 

POSrTI ONS 

SOUTHERN STATES: 5 50 . 13 7 inc urred through January 31 , 
1989 , plus $1 2 . 000 e st ima ted t h rouo h t he conclus1 o n o f the 
hea r 1ng proce ss . (Lewi s ) 

OPC: Only that arr.oun t pro ven by the company to reaso nab ly 
and p rudent ly incurred. 

STAFF : $ 28 , 801 
reasonabl e and 
process . 

J ncurrcd to d ace . plus 
pruden t co~ts incur r.:!d 

any add itional 
in t he hearing 

I 

I 

20 . ~: lvhat 1s t h e utility ' s ces:: y ea, net operating I 
income o r Loss? 

?OS IT IONS 

SOUTHERN STATES: The applicant ' s net o perating 
water is $5 , 9 15 f o r the yea r enced Decc:nbe r 3 1, 
$ 21.711 for the tes ~·ear ended December Jl. 

income f o r 
19 87, and 

1988 . The 
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net operating income for se1~er is $32,7 67 
e nded December 31, 198 7, and $87,3 20 for 
ended December 31, 1988. (Lewis) 

f o r the year 
t he test yea r 

OPC: No pos itio n at this time. This will be a 
Ciilcula tion cas ed upon t he d i spos 1t ion Ot othe r issues . 

ST:!.FF: No pod t i ou at th i s t i me. - his wll l be a 
c alcula t i on based upon the dispositi on oi ot her issues . 

21. ISSUE: Wh a t is the utility's re venue requirement? 

POSITIONS 

SOUTHERN STATES: $30 1. 098 . (Lewi s) 

OPC : No posit i on at tnis time . Th is will be a 
CiTculation based upo n t he dis pos 1t ion of o ther i s sues . 

STAFF : No pos 1t ion at tnis t i me . Th i s ~~I I be a 
c alcu latlon based upo n t he dispos ition ot other t s s ues . 

22. ! SSL'2 : Are the r ates and rate structure proposed by t he 
uti l ity appropriate? 

POS ITION& 

SOUTHERN STATES: Yes. (Lewi s ) 

OPC: No position at t his time. This will be a 
calculation based upon t he dispos ition of othe r i ssues . 

STAFF: xes , subjec t t o modification when the final 
revenue figures are estab l ished subsequent t o the hearing, 
if modifications are indicated. 

STIPULATIONS 

The f o llowing issues have been stipulated by Southern 
States , OPC and Staf f. 

1. Utility plant-in-se rvi ce s hould be reduced by $9,200 
for the Salt Springs water system to remove 
misclassi f ied p lant . 

2. The app ropriate balances of CIAC are as fo llows: 

3 . 

Citrus Park/Salt Springs Wate r 
Salt Springs Sewer 
Citrus Park Sewe r 

Accumul ated deprec iatio n and 
shou ld be reduced by $303 and 
remove deprec i a tion associat ed 
Salt Springs water p l ant. 

($139,729) 
($116,222) 
($105,587) 

dep reciat i on expense 
$214, respectively, t o 
wi th t he misc lass ified 
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4. The appropriate balances of accumulated amortization 
o f CIAC are as follows: 

Citrus Park/Salt Springs Water 
Salt Springs Sewer 
Citrus Park Sewer 

$ 35,113 
:S 47,495 
$ 29, 776 

5 . Wor k i ng capi ta 1 s h0u ld be reduced by .Sl , 520 for wa te r 
and $2.19~ for sewer co e xclude "possible acquisit lon· 
costs. 

6 . The appropr :ate cost o f debt is R. ~ l\. 

7 . The ~pp rcpriate cost o f equity i s 14.35 percent. 

S. ~outhern States is an Optio n 2 company and ITCs 
snould , therefore. oe ilssi gned a cost r ate based upo n 
the cost fo r io no term debt . p re ferred stock and 
c u;;-.rr,on equ 1 t y . 

~ . The approprxa t e o veral l c ost of cap i tal is 10 . 28% . 

!0 . The ..:ppropriate a:t ~unt :> f inc :>ne tax expe:1se ·.-~ill be 
calculated based ucon the deter~1nati on of other 
issues. I!1terest r~conc1liation and sync h roni zatio n 
adj ust~ents must be i ncluded in the c alculatio n . 

1 l. The appropr1ate test year depreciati on e xpense s hould 
be calculated using t he gu ide line rates conta1ned in 
Rule 25-30.140, Florida Administrative Code . 

12. The composite rate for 
be used t o calculate 
expense. 

test year depreciation s hou ld 
test year CIAC a~ortization 

13. The allowed rate c ase e xpe nse should be amo r t ize d over 
four years. 

14. If final revenues are found to be less than interim 
revenues, Southern States s hould refund the excess 
revenues c o llected . wi t h inte rest. pursuant to Rule 
25-30.360, Flo rida Administrative Code . 

The following i ssues bave 
States and Stat'f. OPC ·.-~i 11 
issues. 

been st i pulated by 
no t take posit ions 

Southern 
on these 

15. The appropri ate method t o calculate working capital is 
the balance shee t method. The working capi t a 1 
allowance s hould be allocated based on operation and 
maintenance (O&M) expenses as fo llows: 

Citrus Pa rk/Sa lt Springs Water 
South Fo rty Sewer 
Sa lt Springs Sewer 
Citrus Park Sewer 

$ 5 ,703 
$ 2 ,221 
$1, 98 1 
$4,022 

16. The allowed rate case expense s hould be a llocated to 
the water and s ewer systems base d o n the ratio of 
customers in each Mar ion County system to total Marion 
County customers. 

I 

I 

I 
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17 . Southern States · proposed misce llaneous se r vice 
c harges are in acco rdance wi t h Second Revi sed Staff 
Advi so r y Bulleti n No . 13 and should be approved. 
T~ese c harges arc a s follows: 

Descr iott on 

Initial Connection 
Nc rmal R~con11ecti on 
V~o la tion Reconnecti on 
Premises Visit Charge 

De sc rt ott on 

Initial Co nnecti o n 
No rma i Reconnecti o~ 
Vt o l ation Reconnectt o n 
Premtses Vt sit Cha rge • • 

Cha tge Duri ng 
Regular Hours 

$ 
$ 
$ 
$ 

15.00 
15. 00 
15 . 00 
.10.00 

Charge Du rtng 
Reaul.lr HOULS 

15 . 00 
15 . 00 
so . oo • 
10. 00 

Charge Al'ter 
Reaull r Hours 

$ 
$ 
$ 
$ 

15 . 00 
t5 .00 
l5 .00 
N/A 

Charge Af t er 
~eau lar Hours 

~5 . 0 0 

~5.00 
50.00 • 

N/A 

• Pursuant t o Rule 16 .0, Sewer Tariff Sheet No. 11 
• • Appltcable to "Sewe r Only" c ustomers 

18. Southe rn States· l eve l of C!AC 
wi t h Ru l~ 25-30 . 580 , Flor ida 
Howeve r. in vte•.-~ of no growth, 
nec e ssa ry tn this proceeding . 

EXHIBITS 

is not in comp I i ance 
Administr ative Code . 

no change in po l icy 1s 

Wttness Pre fe rred By Exh ibit No . Desc riptio n 

Char les Sweat Southe r n States 

Char les Lewis Southern States 

Wtll i am Becker Southern States 

Gary Mil l er Staff 

2 

J 

4 

Schedule E-JWS 
(locat io n map 
o f service 
areas ). 

Schedul es f-1 
t hrouqh ~'-26, 

R-lW through 
R-12WS-A of the 
minimum filing 
requirements. 

Schedu les E-1W, 
E-25, E-JWS and 
E-WS. 

11/30/88 letter 
discussing 
11/14/88 wate r 
system sanitary 
s urvey . 
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Witness Pro ferred By 

William Darling Staff 

~\ark Ci r:chet'"t Staff 

~\.H k Cicc netti Staf f 

~\ a1k Cicchet t l Staff 

Pending Mot i o ns 

Ex h ibit No . 

5 
(Compos1te ) 

6 

7 

8 

Doscri ptl on 

11/14 / BB waste 
wa te r recon
naissance 
repo rts. 

Derivat i o n o f 
C\oll? met hod. 

Example 
app 1 icat ion of 
cwr p mode 1. 

Schedules 
applying CWIP 
method to 
Cit rus Park/ 
Salt Springs ~ 
Sout h forty 
s ystems. 

At the p reheari ng c onCere nce. t he Preheati ng Of f icer 
co nsidered OPC's motion f o r t he Commi ss 1on to accept its 
late-filed prehearing stateme nt . Southern States did not 
o ppose the mo tion. OPC's motion is, the r eto re. granted. 

Based upo n the foregoing, it i s 

ORDERED by Commissioner Gerald L. Gunter . as Prehea r lng 
Officer. that this Preheari ng Order shall govern the conduct of 
these proceedings un l ess modified by t he Commission . It i s 
furt her 

ORDERED t hat the motion by t he Off ice of Public Counse l. 
f o r the Commission to accept its late-filed pcehe aring 
statement, is hereby granted. 

By ORDER of 
Off ieee. thi s 

( S E A L ) 

RJ P 

Commi ss ioner Gera ld L. Gunter , as Prehcaring 
17 tb daY 0 f __._f"-e.._br..,l.._.!aut~)''--------- • _1,911,9_ • 

' 
GERALD L. GUNTER . Commissioner 

and Prehea-ri ng Officer 

_j 

• 
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