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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

CITRUS COUNTY, FLORIDA, 
and CYPRESS AND OAKS VILLAGES 
ASSOCIATION, 

Appeal No.: 

PSC Docket No.: 92-0199-WS 
Appellants, 

vs. 

SOUTHERN STATES UTILITIES, INC., 

Appellee. 

NOTICE OF APPEAL 

NOTICE IS GIVEN that Citrus County, Florida, and Cypress and 

Oaks Villages Association, Interested Parties/Appellants, appeal to 

the District Court of Appeal, First District of Florida, (1) the 

order of the Public Service Commission dated March 22, 1993, 

motions for reconsideration pending, and (2) the order of the 

Public Service Commission Staff dated September 15, 1993, approving 

implementation of the final rates approved by the March 22, 1993 

order. Conformed copies of these orders are attached hereto. 

The nature of the combined orders is final agency action 

granting increased utility rates on a permanent, nonrefundable 

basis (although the Commission has not entered written orders 
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disposing of the motions for rehearing or reconsideration filed by 

- /? t h e  parties). 

Assistant Attorney General 
Department of Legal Affairs 
The Capitol, PL-01 
Tallahassee, Florida 32399-1050 
(904) 488-5899 
Florida Bar No. 0199461 

Macfarlane Fe&son 
P. 0. Box 1531 
Tampa, Florida 33601 
(813) 273-4200  
Florida Bar No. 2 4 1 5 4 7  
Attorney for Cypress and Oaks 

Villages Association 

Route 28, Box 1264 
Tallahassee, Florida 
(904) 421-9530 
Florida Bar No. 

and 

LARRY HAAG, ESQUIRE 
County Attorney, C i t r u s  County 
107 North Park Avenue - S u i t e  8 
Inverness, Florida 34450 
Florida Bar No. 

Attorneys for C i t r u s  County, Florida 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY t h a t  a copy of the foregoing has been 

furnished by U. S . Mail this F . A d a y  

following persons: 

Ken Hoffman, Esquire 
Messer, Vickers, Caparello, 
Madsen, Lewis, Galdman & Met2 
215 S .  Monroe Street, Suite 7 0 1  
P. 0. Box 1876 
Tallahassee, Florida 32302-1876  

2 

of 1993 to the 

41-56 00 I537 



Harold McLean, Esquire 
Associate Public Counsel 
Office of the Public Counsel 
c/o The Florida Legislature 
111 W. Madison Street, Room 812 
Tallahassee, Florida 32399-1400 

Cathy Bedell, Esquire 
Division of Legal Services 
Florida Public Service Commission 
101 East Gaines Street 
Tallahassee, Florida 32301 

Brian Armstrong, Esquire 
Southern States Utilities 
General Offices 
1000 Color Place 
Apopka, Florida 32703 

Michael Mullin, Esquire 
Nassau County Board of County Commissioners 
P. 0. Box 1563 
Fernandina Beach, Florida 32034 
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BEFORE THE FMRIOA PUBLIC s+e comrssroN 

' I n  Ra: hppllcstlon for rat. ) DOCKET NO. 920199-WS 
incream in Earward, ) ORDER NO. P8C-93-0413-?0F-WS 
Charlotto/Lom, Citrus, Clay,', ) ISSUED1 0 3 / 2 2 / 9 3  
DuvaI, Highlsnd8, takm, Marion, 1 
Martin, Haonau, Orangb, OSCOOh, 1 

Volusia, and Washington Countie6 
by SOUTHEM STATES UTILITIES, 
IHC.; in Collier county by WCU } 
S~IORSS W~LZTXBB (Deltona) ; in ) 
Ilernando County by SPUIHG HILL ) 
W I L ~ T ~ ~ S  (Dmltona); and in 1 
VolurIa County by D E L W A  M B S  ) 
U!NLXTIES (lleltona] 1 

1 

pnmco, hltnam, Sominoh, 1 

I The following comrissianere participated i n  the dlspasition of 
i h l e  matter: 

THOMAS n. BEARD 
EUSAN P. c m  

A P P E h M C E S :  KENWEl'II A. HOPFFW, Euquire, Heaset, Vickere, 
Caparello, Hadaen, Lawis, Goldman, C Heta ,  P.A., 
215 South )(onrota Street, .Fir& F l a .  Bank Building, 
Tallahamsee, Florida 32303, and 

BAIRN P. IIRnSTROHG, Esquira, Southern S t a t e s  
U t i l i t h u ,  Inc., 1000 Color Place Apopka, Flarhla 
32703 

as Utilities. Incr 

JACK SHREW, Esquire, and HAROLD MCLEAN, EEqUire, 
Ortice of Public Counsel, The Claude Pepper 
Building, 111 W e s t  Hadison Street, Tallahaesee, 
Florida 32399-1400 

of the - o f  P m  
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L l l R R Y  H. I t M C ,  Saqulrs, County Attorney, Citrua 
county, 107 Worth Park Avmnus, Suite 8 ,  Invetn%as, 
Florida, 34450 ,  and 

M I C f U E t  B. 'RKIIIBY, tSqultP, Department of Legal 
Affair6, Roor 1603, The Capitol, Tallahassee, FL 
32399-1050 

l r  O t  th. B oard o t  Countv C O W l E e U  B O  - 
l l N u I Y  JOMEB, Preaidant, and Bw) IIANSEH, Cyprosu and 
Oak Villapea Amnociation of Sugitr H i l l  Hoods, 
Hmomanaa, 91 Weat Cyprmms Boulevard, Homosassa, 
Florida 32646 

of c v m u  

CATHERINE BEDELL, MTTHEW FBIL, L I M  JABER, LEMHN 
KHbWLES, REX GOIQDW, WRBH ASHER-COHEtl, and SUZANNE 
SWMHERLIH, Eaquirei, Florida Public Service 
commiesion, 101 East Fainea Street, Tallahaeeea, 
Florida 32399-0863 

PAENTICE P. PRUIlT, Eequira, Florid8 Public Service 
Comnisaion, 101 East Gain06 Gtreet, Tallahassee, 
Plotida 32399-0861 

t o  the C m d m b m z a  

BY TllE COPMISSION: 

BEamQUQ 

~ o t i t ~ i e r n  statecr Utilitfee, Inc. , and Deltona U t i l i t i e i l ,  T n c . ,  
(hereinnEter referred to a8 the utility o r  68U) are c o l h c t i v e l y  a 
claes A water and wastewatiw utility oparating in varioua counties 
i n  the S t a t e  of Florida. SSU hag filed an application to hcrfmstt 
the r a t e s  and charges Cor l a 7  Q f  ita uater and wasteuatet eysterne 
regulated by t h i s  Conmls~~ion. According t o  the information 
contained I n  the m i i i i m u m  filing requiremanta (HFRs), the tota l  
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annual revenue for t h e  water mymtems f :ation for 
1991 WQO Sl2,319,32l and the net  operating income w b s  $1,616,165. 
Tho to ta l  annual revenue for the wastewater symtens Ci,led In this 
appl icat ion for 1991 wan $6,669,168 4nd tho  net operating income 
ua6 $324,177.  F o r  t h e  myatens involved I n  th ia  rate eppllcation, 
the Utility smrves a total of ' 15 ,055  w s t f i r  customers and 2 5 , 9 6 6  
wastewater cuato-ra. 

The UtilLty'e last rata caam f o r  31 of its water and 
waetewster nymtsma warn I n  Docket HO. 900329-W8. That caae waa 
diemissed by ths Conmhsioa i n  Order No. 21715, issued June 2 6 ,  
1991. The P i r u t  District Court of Appeal affirmed thia 
Conmlsaion'@ act ion on July 16, 1992. 

On May 11, 1992,  the u t i l i t y  Piled i t u  requeat for Increaeed 
ratea and charqaa. Th. MPAe vere deficient. On June 17, 1992, the 
utility submitted ths rrqulred Inforaation, and tlie official date 
or riling warn mstab1ish.d a8  June 17, 1991. 

In total, the utility requested interim ratea designed to 
generate annual revsnues of $16,806,594 for its water ayeteme and 
$10,270,606 for ite wn~tewater a y s t e m ~ ,  increases of $3,961,192 
( 3 1 . 5 7 2 )  and $2,997,359 (41 .222) ,  respectively, according to the 
HFRe. The utility taqueeted final rates deelqned to generate 
annual revenuaa of $17,998,776 for its water s y s t e m s  and 
$10,872,112 for itn wastewater Byateme, increasce of $5,064,353 
(40.161) and $3,601,165 ( 4 9 . 5 3 % ) ,  xeapeetively, according to the 
MFRs. The approved test year for determining both lnterim and ' 

f i n a l  rate6 is the historical year ended December 31, 1991. 

By Order Wo. PSC-32-Oa32-FoP-Ws, isiued hugust 27, 1992, thls 
Cornmimeion suspsndud SSU's requested rates.  The utlllty wslved the 
IO-day 8tatutory parhd  for interin rate8 until August 18, 1992. 
On that date,  we voted to authorize interim rates. By Vrder Wo. 
PSC-92-094O-POP-US, issued September 8 ,  1991, arid as  amended by 
Ordat No. PSC-92-094Bh-M)F-W, iasued October 13, 1992,  we approved 
interim ratea dedgned to generate annual water and wasteuatar 
aysters revenues o f  $16,317,596 and $10,270,606, respectlvely. 

Between huguat, 1993, and November, 1992, we held a total of 
ten service hearings throughout the s t a t e  for the purpove of 
recoivhg customer t e a t h o n y  for thi0 ca6e. Beginning November 6, 
1992, we conducted a f ive-day hearhg in Tallahaasee. 

0 
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I thls a m 1  

APPI 
AFUDC 
A H A  
OFC 
CIAC 
CHIP 
DER 
QCh 
ERCS 
ERUa 
FASB 

W m  
ITCs 
MCLs 
NFAs 

HPL 
PHFW 
PPm 
SFRS 
TDS 
WTP 
WWTP 

gpd 

m9d 

AIBRBVIATIONS 
The ' f o l l o u h g  abbrevhtlona are uaed h a t s i n  for reference 

purposes : 

Companv and Partv W 

COVA 
DUI  
PSC 

OPC 
ssu 
SSUSI 
TG E 
UFU 
vcu 

nmf, 

Cypreee and Oak vlllagee of Homasassa 
Deltana Utlllties, Tnc. 
Florlda Public service Commission 
Minnesota Power and Light Company 
Office OC Public Counsel 
Southern Statem Wtilitise, I n c ,  
southern Stntem Utilities Services, fnc.  
Topeka Group, fnc.  
United Florida Utllitims Corporation 
Venice Gardons Utility 

Technicai Terms 

Allowance for Funda Prudent1 Inveeted 
hllouance for Funds Used During Conutruction 
American wataruorkm A 8 a o c h t h n  
Base Facility Char e 
contributions In J d  o t  Conetruction 
Conmtruction Work I n  Progress 
Ploridn Department of &witonrental Regulation 
EuvironmontaL Protection hgency 
q u l v a l e n t  Reeidentlal Connactlons 
Equivalent Residential Units 
Financial Accounting Standards aoard 
GallOnE Per Day 
Gallons Per ninute 
Investment Tax Cred i ta  
Haximua Contaminant Levels 
Minimum Piling Requireaanta 
Million Gallone Per  Day 
H l l l i g r a r r s  Per L i t e r  
P l a n t  IIdd for Future Use 
Parte Per Million 
Statement of Financial Accounting standards 
Total Olesolved Solids 
Water Treatment Plant 
Wastewater Treatment Plant  

? 
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FINDING S OF FACT, L h W  L_ELLp POLICY 

' Having considered the e v i d e n c e  presented, t h e  briefs of the 
p a r t i e s ,  and t h e  recommendation of our s t a f f ,  we hereby enter out 
findings of f a c t ,  law, and policy. 

S T X P U C A T I o e s  

A t  the Preheerlng Conference, the  par t i e s  and our  Staff 
reached 'a number of proposed s t i p u l a t i o n s .  We believe the 
s t i p u l a t i o n s  are reasonable, and hereby accept them. These 
stipulations fall Into four general categories: (1) Those 
stipulations where the utility and Staff agreed, but where none of 
the other parties took part i n  the stipulations or took positions 
on the issues from which the stipulations were derived; ( 2 )  Those 
where a l l  of the partfes  and Sta€f agreed; ( 3 )  Those where the 
utility, QPC, and Sta€f agreed, but where COVh did not take part 
nor take  positions on the  issues from which the stipulations wer8 
derived; and ( 4 )  Those whore the utility, COVA, and S t a f f  agreed, 
but where OPC d i d  not take  part nor t a k e  positions on  the  i s sues  
from which the stipulations were der ived .  The stipulations are 
listed below by category. 

catoaorv One S t i n u l a t i m  

1. 
system for ratemaking purposes. 

2 .  Interlachen Lake Estates and Pack Manor should be c o n s i d e r e d  
one sys tem for ratemaking purposes. 

3. Saratoga Harbor and Welaka should be considered one system f o r  
ratemaking purposes. 

4 .  The Commission should s e t  the cost of equity using the leverage 
formula in effect at the time of the Agenda ConPerence for  the 
final order in t h i s  case. The range for the cost  of equity should 
be plue or minus 100 basis po in ts .  

Western shores and Silver Lake Estates should be considered one 

5 .  The fol lowing plant  retirements should be made for the Roll ing 
Green water system due to that system' interconnection w i t h  
another system: 

hcct, d s Retirement 
304.2 structures C Improv - Source of Supply $1,252.14 
304.3 Structures L Improv - Treatment Plant 6 2 7 . 2 6  
3 0 5 . 2  Collection Reservations 4 . 0 6  
307.2 Wells & Springs 1 6 , 5 9 9 . 4 6  
3 0 9 . 2  Supply Mains 7 . 9 6  

339.2 Other P l a n t  & Mise - Equip-Pumping Plant (5 .14 )  

The accumulated depreciation for these retirements Is: 

Acctd $ Retirement 

304.2 Structures & Improv - Source of Supply $ 118.60 

310.2 Power Generation Equipment 4.58 

3 0 4 . 3  structures & rrnprov - Treatment Plant 60.36 

307.2 Wells & Spring= 1,679.88 
3 0 5 . 2  Collection Reservations .20  

3 0 9 . 2  supply Mains .40 
310.2 Power Generation muipment -22 
3 3 9 . 2  Other P l a n t  C Hisc - Equip-Pumping Plant  ( . 2 6 )  

The CIAC associated with the retired assets is $16 ,568 .64  and 
accumulated anorthat ion of CXAC associated wi th  the ratired assets 
ia $ 9 0 2 . 4 4 .  

6. Water p l a n t  d i s t r i b u t i o n  system additions at Quail Ridge were 
not C l a B d f i P d  i n  th% proper accounts. The appropriate adjustments 
u r e  contained i n  the utility's response to Btaff  Interrogatory No. 
7 5 ,  which will be stipulated into the  record as an Exhibit .  

7 .  The average provision f o r  net plant for the Deltona Lakes 
wastewater collection Byatam should be increased by $97,778; 
depreciation expense should be increased by $2,222. 

8. P u b l i c  € ire  protection rates should be eliminated. 
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9. The rate base provision for deferred income taxes should be 
reduced to the extent prepaid amounts (debi t  accounts) correspond 
to interim rata6 from Docket No. 900329-WS which are to be 
refunded.  

10. Plant In service for the Venet ian  Village system should be 
reduced by $19,736 t o  correct a double-counting error. Average 
rate base should. be reduced by $9,375,  and depreciakfon expense 
should be reduced by $987. 

11. The South Forty wastewater plant balance should be reduced by 
$269 ,774  w i t h  correspondinq adjustments to accumulated 
depreciation, depreciat ion expense and nonused and useful balances.  

12. The land balance for Deltona Lakes should be reduced by 
$ 3 0 , 0 0 0  t o  correspond with an appraisal  performed i n  1992. 

13. Water systems CIAC should be adjusted to correct errors 
detected during the e t a € €  a u d i t .  The adjustment6 are as follows: 

SEE CHART ON FOLLOWING PAGE 

0 
0 
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Hame of System 

YTBU 8Y9’3BHg 

Amella faland 

Apache Shores 

Carlton Village 

Dretuylex Shore0 

Bast Lake Harris 

Fern Terrace 

Friendly Center 

aolden Tetrace 
Herml tm Cove 

Interlachen Lakee 

Reyetone ~ e i p h r e  

Lake ccnway Park 

Leilhnl Halghtm 

oak FDreOt 

Palm P O K t  

Palms Mobile Home 
Park 

Plccola Isle 

Plney Wood4 

Pomna Park 

Postmaster Village 

R i v e r  Park 

skycrest  

S t .  JDhne Highlands 

Troplcal Park 

UntversLty ShOreB 

venetian villago 

Welaka 
P 

CIAC 

$ ( 7 1 5 )  

$ 4 5 0  

S ( 1 , 9 1 5 1  

$7,650 

$I 1,800) 

F 19, e99 1 

S ( S 2 S )  

$1,690 

(635,586) 

$388 

S ra25) 
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1 4 .  Wastewater aystems CIAC should be adjusted to correct errors 
detected during thR etatf audit. The adjuatments are ae fol lows:  

npsche shoree 

Lmllanl nelghte 

P a l m  F o r t  

15. R a t e  bases and expanses should be adjusted to correct 
rnisclassifications detected during the s t a f f  audit. T h e  - adjustments are a8  fOllOW6: 

pame of System , & eeBh, (loaf. 

clttum Springe W $1,019 $ 1 3  $(. 1,032 I 

Un iverr l ty  W $2,031 $88 $ ( 2 , 1 1 8 )  

Plant F= KL(E 

Jungle Den S $1.669 $16 n i v 6 e d 1  

ghormr 
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16. Adjustments should be made to correct errors i n  reporting 
previously-eaEablished rate baae amount8, an stated in the staff 
audit. The adjustments are as fallows: 

Hame o f  System A/S Plant 

CLtxus Park 

cItxus Park 

Daetwylsr Bhores 

Royotono HeLghts 

take conway Park 

Rolling Oreen 

Salt Springe 

Salt Springs 

Samtra  V l l l a e  

South Forty $(1 ,154)  I $462 

Name o€ Systsm 

C l t r u s  Park 

c l t r u s  Park 

Obetwyler Shoree 

Flmhermsn'u Ilaven 

Grand TBrfaEB 

Interlachen take E a t .  

Lake Cenway Park 
Rolling Oreen 

Salt sprinqa 

Salt Springs 

saraira V l l l a e  

St. Johns Highland 

wls 
H 

s 
H 

w 
w 

w 
w 
w 

H 

6 

H 

w - 

CIAC 

$1,439 

$213 

S(7,892) 

$100 

$41,800 

$(e751 

$7,892 

S(29,1951 

$11,73E 

$ ( I 1 3 1  

$(  7,3601 

S ( 2 2 5 )  
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17. Test year revenues should be adjusted t o  reflect annualized 
miscellaneous chargee, the  correct o r i q l n a l  rates prior to Docket 
No. 900329-WSI and adjustments required based on the billing 
analysis. These amounts are a s  stated i n  the interim order. 

18. Test year expenses should be reduced by $ 1 , 4 4 7  to remove from 
t h e  test year expenses for a drinking water study performed i n  
1984. 

19. Test year expenses should be reduced by $ 2 , 9 8 4  to remove 
certain organizational costs expensed during the test year. 

2 0 .  Test year expenses ahould be reduced by $ 5 , 6 4 1  to- reflect 
above the line treatment for vendor discounts .  

21. Test year expenses 5hOUld be reduced by a minimum of $ 1 , 5 4 1  to 
remove charitable c o n t r i b u t i o n s .  

2 2 .  T e s t  yenr expenses should be reduced by $ 3 2 , 7 3 9  to remove DER- 
mandated testing that the Company failed to defer and amortize. 

Cateaory Three stiaslati 0118 

23. The f i r e  Plow requirement for the Deltona Lakes system is 
2 ,500  gallons per minute for 2 hours. 

2 4 .  Rate base provisions for land alrould be adjuated due to 
mechanical errors i n  calculat ing  the impaot: of appraisals as s ta ted  
in the s t a f f  audit. The adjustments are as follows: 

. 

v: Cateaorv Four S k b u l a t i o n s  

2 5 .  The base facility and gallonage charge rate structure should 
be implemented €or a l l  systems. 

26.  The billing cycles for a l l  systems should be converted to 

Qo 

m t f i 1 y  billing- 

0 

op 
4 z  
Lk 

- 

QUALITY OF SER VI= 

Staff witnesses employed by DER testified that not  all SSU 
water and wastewater systems were meeting a l l  DER rule 
requirements. U t i l i t y  witness  Sweat testified that arty DER 
deficiencies were temporary and that SSU was providing eafe, 
efficient, and suf f i c i ent  servfco to its customers. B e l o w ,  in 
alphabetical order, we address the  SSU 6yStQIUS with  quality of 
earvice problems. 

Beechers PQI& - staff witness Haher testified t h a t  the MCLs 
for sodium and chloride were exceeded at the Beechere Point water 
treatment plant. Utility witness Sweat responded that he expects 
the sodium and chloride problems at Beechers Point t o  be resolved 
when the system is interconnected with the C i t y  vf Welaka in early 
1993. 

Staff witness Hourlet t e s t i f i e d  that t h e  Beechers Point 
wastewater p l a n t  had an avsrage nitrate-nitrogen level during the 
period June, 1991, to May, 1992, of 15 ppm, which exceeds the 
permitted level of 12 ppm. Hr. Sweat testified that t h e  utility 
increased the  sludge removal rate and put a l l  blowers on separate 
timare and that the  nitrate level& are now below MCLs. 

ChaluQtn - S t a f f  witness Enage testified t h a t  the combined 
radium 2 2 6  and 28B levels exceeded the allowable HCts at the 
Chuluota water treatment system. Mr. Enage further s t a t e d  that  
pursuant t o  Rule  17-550.510(7)(a)10, Florida Administrative Code, 
quarterly sampling w i l l  be required until the annual average does 
not  exceed the HCL. Utility witnees Sweat stated in h i 6  rebuttal 
testimony t h a t  t h e  Utility completed the recheck samples for radium 
2 2 6  and 2 8 8 ,  and, as of August, 1992, the  results indicate full 
compliance. Hr. Sweat also  testified that the problem of rust i n  
the water at Chuluota would be resolved when SSU replaced 
approximately 3 ,000  f e e t  of pipe in the  system. 

FOX RUQ - Staff witness Oblaczynski s ta ted  that even though 
the utility has just installed several  new i r o n  removal f i l t er s  at 
t h e  Fox Run water plant, iron concentration in the water still 
exceeds the MCL ot 0.3 ppm. Hr. Sweat acknowledged the iron 
problem. I I e  stated t h a t  SSU recently installed 13 iron removal 
filters to eliminate t h e  iron problem and that SSU had spent about: 
half-a-million dollars a t  Fox Run t o  resolve all water quality 
problems since acquiring t h i s  system. Nr. Sweat testified that the 
u t i l i t y  was still searching for  tha cause of the elevated iron 
levels a t  this system. - 

I 
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* 
Staff witness T h i e l  testified t h a t  the Fox Run wastewater 

p l a n t  was in compliance with its permits, but SSU wag falling 
behind on a corrective a c t i o n  schedule, Hr. Sweat tastified t h a t  
the Fox Run wastewater system is due t o  bo t i e d  into a regional 
system sometime after  mid-1993. 

Golden TQr- - S t a f f  witness B a l l  teetified t h a t  the Golden 
Terrace water p l a n t  w a s  exceeding the HCLs for iron and had been 
issued a warning notice for t h i s  on Hovember 14, 199t. Witness 
B a l l  a160 stated that DER wa8 vorkhg with  the u t i l i t y  to sign a 
consent: order agreement i n  order to expedite correction of the 
vio lat ion,  Hr. Sweat testified that, upon r e t e e t i n g  a t  Golden 
Tarrace, a l l  lavels met requirements. 

-pel Is land - S t a f f  witness Ball also testified that SSU was 
issued a warning notice on November 19, 1991, for its Gospel Island 
water  treatment f a c i l i t y ,  whlch wa6 exceeding the MCLs for 
manganese. M r .  Sweat d i d  not respond to t h i s  teetimony. 

Hermit‘s C m  - Staff witness Haher t e s t i f i e d  that the 
Hermit’s Cove water system d i d  not meet the secondary HCLs for 
manganese and TDS. Br. Haher also s t a t e d  that  these contaminants 
did not clear the 1992 rechecks and that a noncompllance letter was 
sent to the u t i l i t y .  Utility witness Sweat testified that the 
utility experienced no prior diffiCUltie8 complying w i t h  HCLs for  
manganese and TOS i n  Hermit’s Cove and that the utility suspected 
improper lab t e s t i n g .  

Ceilani Hefoht B - Staff witness Thiel testified that a 
noncompliance letter was gent to SSU following a DER i n s p e c t i o n  on 
June 2 ,  1992, a t  the Leilanf Heights wastewater p l a n t .  DER noted 
SSU’s bypassing filters, sludge i n  one o f  t h e  percolation ponds and 
weir box, and a lack of a atandby blower a s  required by the permit. 
Utility witness Sweat t e s t i f i e d  t h a t  Lei lanf  Heights was near 
buildout and that: the blower mentioned in the LeiIan1 IIelghts 
report was being repaired at t h e  tine of the  inspection.  

Pa lm Terrace - S t a f f  witness Barker testified that a 
noncompliance l e t t a r  had been aent to the utility regarding t h e  
P a l m  Terrace (Ell-Har) water system. The letter addressed 
turbidity, primary organics, primary inorganics, secondary 
contaminants, unregulated contaminants, and quarterly testing for 
volatile organic contaminants,  Rr. Sweat responded that sampling 
kits were rece ived on October Z l s t  and samples would soon be 
Forwarded to DER. 
0 
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P i n e  Rfdqe - One customer of t h e  Pine Ridge Utilities water 
system testified that pressure a t  Pine Ridge was hconsistent  and 
oEten inadequate. He stated that  although SSU was responsive, t h e  
problem was n o t  rectified. Another Pine Ridge customer stated that  
wi th  a one-inch meter on her home, she can only draw 10.5 g p p m ,  when 
the meter has a maximum potential of 50 gpm. If the shower is on, 
she complained, she could not wash her handm at another fixture. 
She noted that  she has a gauge at: her home and t h e  gauge indicates 
that  she does not get 2 0  pounds of pressure. With the  new well SSU 
braught on line in September, t h e  customer perceived no difference. 

M n k  0’ Wood@ - Staff witness Ball tnatified that  iron has 
commonly exceeded HCLs at  the Point 0’ Woods water plant ever since 
February, 1991. The utility entered into a consent order with DER, 
witneas B a l l  stated, and therein agreed to add i r o n  filters to the 
system. customers from Point 0 ‘  Woods testified that t h e  water 
quality was less than desirable; specifically, they complained of 
iron (rust], hardness, and sand In the water. One customer 
testified that  she had to install filters Eo remove the rust and 
sand fros her water. Another customer testified that  the i r o n  
level at Point 0’ Woods ~ E I  0 . 3  ppm, and the hardness of t h e  water 
is undesirable. Utility witness  Sweat testified that  a new well 
and iron removal I i l ters  have been installed at Point 0 ’  Woods. 

Staff witness squitierl t e s t i€ i ed  that, according to the 
Citrus County Health Department, the percolation ponds at the Point 
0‘ Woods uastewater treatment plant are overgrown with vegetation. 
Utility witness sweat responded that pond cleaning had been 
budgeted for 1 9 9 3 .  

plaar M m  - Staff witness Squitieri also testified t h a t  
the Sugar Mill Woads wastewater p l a n t  violirked standards for 
wastewater ree idua ln ,  poorly maintained i t a  effluent: d i s p o s a l  
f a c i l i t i e s ,  had inadequate digester capacity, failed to  report  
abnormal events, spilled raw influent at bar screens, and 
dimcharged p l a n t  Bolide i n  t h e  sprayffelds and groundwater 
monitor+ng area. M r .  S q u i t i e r i  ale0 t e s t i f i e d  that the site lacked 
a fence as required by DER Rule 17-6.070(2)(b), F l o r i d a  
A d m h f s t r a t i v e  Code. Utility uitnege S w e a t  responded that ssu was 
experiencing some difficulties with a developer in the area, but 
SSU was informed that the developer was planning to relieve t h e  
problem wi th  construction of new wastewater  l i n e a .  nr. Sweat did 
not address the fence  violation. 

U n i v e r d t v  Shores - Staf f  witness Dentice testified t h a t  
resul ts  of a bioassay o f  t h e  effluent from t h e  Universfty Shores 
No. 1 wastewater treatment plant showed t h a t  t h e  effluent was 
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acutely tox ic .  He also s t a t e  that effluent from the No. 2 plant  
at University Shares was pondinq on the drainfields and that  t w o  of 
t h e  percolation ponds were discharging to eurface waters. Utility 
witness  Sweat testified t h a t  resampling of effluent was perfornwd, 
and the result8 were sent to DER. As of October, 1992, hs stater; ,  
no formal results had been received. Mr. sweat testified t h a t  
problems at University Shores No. 2 wastewater treatment plant were 
caused by rainwater,  not &Fluent. 

zeohvr Shares - Staff w i t n e s s  Burqhardt testified t h a t  the 
Zephyr Shores wastewater treatment plant has inadequate effluent 
d i s p o s a l  capac i ty  and t h a t  SSU needa to  build additional capacity 
or divert flows to Pasco County.  Utility witness Sweat t e s t i f i e d  
that SSU has a bulk uastowater agreement w i t h  the County, but a 
force main and pumping s t a t i o n  must be constructed before an 
interconnect can occur. Mt. Sweat further atated t h a t  the work 
should be completed by tho  end of 1993. 

Finally, several of the DER witnesses testified t h a t  the 
utility had no cross-connection control program. In h i s  r e b u t t a l  
testimony, utility w i t n e s s  Sweat testified that S S U  has a cross- 
connection control program for each of I ts  systems and t h a t  copies  
of the  program were providad to each DER office i n  A p r i l ,  1989. 

In consideration oE the evfdence on the record, as detailed 
above, we f i n d  that  Fox Run, Golden Terrace, Gospel I s l a n d ,  Pine 
Ridge Utlfitiea, and P o i n t  0' Woods water aystems are n o t  in 
compliance w i t h  DER rules ,  and we therefore conclude t h a t  their 
quality O E  service 1s definitively unsati6factory. Further ,  we 
f i n d  that both the Beechera P o i n t  water and wastewater systems, t h e  
Chuluota, Hermit's Cove and Palm Terracs (Ell-Nar) water systems, 
and the Fox Run, Leilani Heights, Point 0' Woods, Sugar M i l l  Woods, 
Univarslty Shores 1 and 2 ,  and Zephyr Shorea wastewater systems 
have also f a i l e d  to meet DER standards. However, s ince  the 
regulatory deficiencies for those systems are of a lesser 
magnitude, we find that the q u a l i t y  of service for these  systems is 
less than satisfactory. 

The service problems c i t ed  above do not appear to be immediate 
e a l t h  or safety hazards. As f n d i c a t e l ,  some of the  proLlems 

&ear to have been reso lved  or ace i n  the process of being 
solved. Honetheless, we are concerned by the problems a t  each of % e systems. From time to t i m e ,  a sample taken will not rnect tw!,fi. 

mis could  result from an improper sampling t echn ique  or 
m n t a m i n a t f o n  of the sample. Immediate resampling and t e s t i n g  
e o u l d  be conducted, and the alleged problem r e s o l v e d .  Our 
& a t e s t  concerns are w i t h  those water or wastewater  systems w i t h  

q u a l i t y  problems which either have u direct and immediate impact on 
the  cu13tomars or which create a health hazard. For instance, for 
those water sys tems  where excessive iron or sand are problems, the 
customers experience a direct and lmmediete impact. The need for 
a fence around the treatment facility or the l a c k  of automatic 
s tar t  on un auxiliary power u n i t ,  while Important, should have less 
priority. 

I n  its brief, OPC suggests that any rate increases granted be 
held  in abeyance for those systems which are not meeting DER 
standards.  Al though we are sympathetic to OPC's rat lonale ,  we 
s h a l l  not adopt I ts  suggestion. For some systems with q u a l i t y  of 
service problems, the  rate increase is  i n s i g n i f i c a n t ,  but €or most, 
we have ordered a rate decrease. We find that corrective action i n  
6 specific t h e  frama is, t h i s  caae, 8 sound approach. If the 
utility f a i l s  to cornp!y with any required corrective action, we 
will consider initiating show cause procEedings to compel 
comp 1 iance , 

We s h a l l  not a t  this t i m e  penal ize  SSU for the above-described 
quality of eetvlce deficiencies; however, the following corrective 
actions s h a l l  be taken. FOK a i l  of the below-listed 16 systeme, 
SSU shall submit, w i t h i n  30 days of the  date of this Order, a 
status report on t h e  deficiencies of each system. 111 addit ion,  
w i th in  60 days of the date of this Order, SSU shall submit a 
specific, dekalled plan describing what will be required for it to 
correct the deficiencies and bring each system i n t o  compliance, 
including a time schedule for d o h g  so.  SSU shall submit quarterly 
reports on the status of each of the below-listed deficiencies 
u n t i l  a l l  of t h e  deficiencies have been corrected and verified i n  
w r i t i n g  by DER. Our staff will notify SSU of ita receipt and 
acceptance of any such DER compliance letters,  and upon staff's so 
doing, SSU may cease se L3lng B report for the system(8) covered. 

For t h o  fo l lowing  five systems, SSU s h a l l  complete a i l  work 
required to cure the l i s t e d  d e f i c i e n c y  within eight months of the 
date of thls Order. If DER grants a r u l e  waiver pertinent t o  any 
of these deflciencles, SSU s h a l l  advise us o f  the waiver end shall 
comply w i t h  same. 

SY$TElq 

F o x  Run Iron exceeds MCLs 
Iron exceeds MCLs Golden Terrace 

Gospel Is land Manganese exceeds MCLs 
Pine Ridge  Utilities Inadequaks pressure 
Point  0' Woods Iron exceeds MCLs 
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For the following eleven ayatems, SSU s h a l l  complete a l l  work 
required to cure t h e  listed deficiency within 12 laonthe of  the date 
of t h i a  order. If DER grants a rule waiver pertinent to any of 
thee9 deficiencies. SSU shall advise us of the waiver and shall 
comply wi th  same. ' 

WATER SYSTEM 

Beechers Point 
Chuluota 

Hermits Cove. 
P a l m  Terrace 

( Ell-Hnr) 

W&STEHhTER S Y S W  

seechere Point 
FOX Run 
Leflani Heights 
p o i n t  0' WODdS 
sugar M i l l  Waods 

Univentity Shores 
Zephyr Shores 

DEFICIENCY 

Sodium and Chlorides exceed MCLs 
Radium 226 and 288 exceed MCLs; rust in 

the system 

Manganese and TDS exceed MCts '  
OUtStandhg DER noncompliance latter 

QEu!amx 

Nitrate lavsl exceeds HCLs 
Inadequate disposal capacity 
Outstanding DER noncompliance letter 
Overgrown percolation ponds 
Various effluent v i o l a t i o n s ,  
no fence as required by rule 

EfEluent disposal capacity 
Inadequate diSpO8al capacity 

Further, the utility should keep a copy o f  -its cro6s- 
connection control program on site for each system. This way, DER 
inspectors can verify the plan's existence during h i s  or her 
inapection.  

WTE BASE 

our calculations of? the  appropriate rate bases for the purpose 
of t h i s  proceeding are depicted on Schedules Nos. 2-A for water 
systems and on Schedulea Nos. 2-8 €OK uastewater eyetems. Our 
adjustmenta are itemized on Schedules Nos. 2-42. All of  the 
foregoing schedules are grouped by system, i n  alphabetical order. 
those  adjustments which are self-explanatory or which are 
eseentially mechanical in nature are reflected on those schedules  
without further d i s c u s s i o n  in the  body of t h i s  Order. The major 
adjustments are discussed below. 

0 
:o -- 
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W G I N  RESERVE 

Utility witness Hartman described the use of a margin reserve 
in the regulation of water and wastewater utilities a s  followa: 

The margin remerve is the additional water and wastewater 
f a c i l i t i e s  neceseary to meet the customer demands w h i l e  
additional facilities are being constructed. The 
Commiseion realizaa t h a t  a u t i l i t y  must construct 
fEtcilities beyond the needs of I t B  current customers and 
has air obligation to do so, since the utility's customer 
base is a continuously growing and dynenic element, while 
the construction of facilities takes a great deal  of 
time. 

Failure to recognize a margin teeerve in used and u s e f u l  
c a l c u l a t i o n s  would encourage utilities to construct plant i n  
Increments, Hr. Hartman claimed, and t h i s  would increase t h e  
utility's plant investment at build-out and, ultimately, increase 
the customers' rates.  Conversely, he explained, economies of scale 
can produce significant cost savings in plant  construction. 

staff witnes8 Shafer also described the margin rewarve 
concept I 

The Commfssion requires every utility to serve a l l  
cuatomers in i t s  service territory within a reasonable 
the .  . . - - Essentially, a margin reserve allowance 
is recognition in rate base of that  portion of plant: 
needed to serve short-term growth. Through the margin 
reserve, a utility will earn a return on that  capaclty 
needed for growth. 

OPC provided no direct testimony in opposition to a margin 
reserve, but it: expresses disagreement wi th  t h e  margin in its 
br ie f .  OPC sta tes ,  

"The C i t i z e n s  take no issue with the engineering 
requirement which suggeets that a margin teeerve must be 
maintained to protect ex is t ing  customern against  a 
deterioration of xerdce occasioned by the  addit ion of 
customers to the system." 

Ilowever, OPC continues, it takes issue with requiring the utility's 
current customers to pay the carrying costrc for t h a t  increment of 
plant maintained tor future customers. OPC argues that it Is 
illogical and unfair to require exlstlng customers to pay these 
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costs. Chapter 367, Florida Statutes,  au thor izes  a fair return to 
investors  on property used and useful in the public service,  and, 
OPC contends, the margin reserve  la not  w e d  and useful to present 
customers. 

I n  its brief, the utility empli<a.,!ze5 H r .  Hartman's testfmony, 
and it cites several examples of CGnmissfon precedents wherein the 
margin t e s e x v e  was allowed. 

In consideration of the evidence, we find it proper to include 
a margin reserve  in t h e  calculation of used and useful p l a n t .  A 
margin reserve allows the utility t o  recover investment i n  plant 
which is needed to serve fu turo  customers the  utility must, by l a w ,  
aerve with in  a reasonable t i m e .  Further, a margin reserve  benefits 
existing customers by ensuring t h a t  future customers will not 
overload existing f a c i l i t i e s  and Impact on the quality and sa fe ty  
of servica provided. We have recognized and allowed a margin  
reserve in numerous cases f n  the p e t .  See, e . g . ,  Order No. 2 2 8 4 4 ,  
i s s u e d  March 23, 1990, and Order No. PSC-92-0594-FOF-SUI issued 
July 1, 1992, both of which we took official notice of i n  t h i s  
case. 

The record r e v e a l s  s e v e r a l  proposed methods for calculating 
tho  amount of tho  margin reserve. In its #FRs, SSU did not r e q u e c t  
a rnaxgin reserve for a l l  of the systems included in this rate 
request, but  wherc it d i d  request a margin reserve, it c a l c u l a t e d  
the amount by averaging the percentage of growth i n  ERCs over the 
past five years (the five-year average). 

OPC witness Dismukes recommended using the ERC growth 
projections SSU provided in response to OPC interrogatory no. 210, 
(Exhib i t  140. 127). Hs. Dlsmukes t e s t i f i e d  t h a t  sha compared t h e  
hiatorical growth rates shown i n  the WFRs to those projected by the 
utility in the interrogatory response, and, in nany instances, the 
historic growth rates were not similar to what SSU projected. Ms. 
Dismukes  advocated that the Commission use the projected number of 
ERCs i n  the interrogatory response where u difference Qxlsted 
batween the projections and the fivi-year average growth rate. 

Utility witness  Hartman testified that the data provided in 
the interrogatory response was prepared for a report which wus 
rev iewed  a t  an annual meeting of the Board of Directors of MP&L, 
S S V ' G  ult imate  p a r e n t .  Hr. Har tman explained that the subject 
growth projections were needed i r i  order for SSU to calculate a 
conservative estimate of revenues as p a r t  O C  the process of 

staining capital financing. Mr. Hartman oplned that t h e  data 
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should not  be relied on for margin reserve calculations since it 
was not prepared for that purpose. 

Ht. Hartman recommended using the five-year average to 
calculate margin reserve. Ha stated t h a t  t h a  five-year average i s  
t h e  m o s t  reasonable method for calculat ing tho margin and i t  1s the 
standard method historically u t i l i a e d  by this Commission. Mr. 
Hartman opined that the five-year average levelizes misleading 
recent experiences of declining growth whfch r e s u l t  f r o m  a 
recessionary economy, experiences whfch may be reversed when 
economic conditions improve. We note, however, that M r .  Hartman 
d i d  not present  any evidence tending to show t h a t  declining growth 
rates for any SSU systems were misleading vr that  t h e  economy would 
improve. Mr. Hartman also t e s t i f i ed  that  If the Commission were t o  
use a method other than the f ive-year average, he advocated 
extending the t i m e  periods covered by the margin (12 months for 
lines and 1s months f o r  treatment p l a n t )  in order for the margin 
periods to better coincide wi th  real-world permitting and 
construction requirements. 

Staf  P witness  Ghafer testif led that the margin remerve should 
' reflect: positive or negative growth trends. Because calculating 
growth by means of an average ignores the f a c t  that there may be a 
r e l a t i o n s h i p  between t i m e  and t h e  ra ta  of growth, Hr. Shafer 
recommended that we w e  e method whfch takes such relat ionships 
i n t o  account, specifically, a regression a n a l y s i s .  Mr. Shafet  
testified that l inear regression is a re la t ive ly  simple, but 
superior method for calculating the margin reserve and that  the 
1Inear regression has t h e  bene€lt of  reflecting positive or 
negative growth trends. 

Mr. Hartman testified t h a t  he agreed that  using a regression 
analysis uould more accurately reflect the actual historical data  
i n  certain s i t u a t i o n s ,  but he questioned t h e  regression's accuracy 
as a tool for projecting growth for the futuro. Further, he 
contanded t h a t  growth for small SSU systems could be great ly  
chan ed by new reeidential or commercial development w i t h i n  the service areas. The regression analysis, he stated, would not  
ref lect  such growth.  He note, however, that  Hr. llartman did not  
present evidence tending t o  prove thaC new res ident ia l  or 
commercIa1 development wa5 planned for the small systems involved 
i n  this proceeding. 

I n  its brief, SSU argues  that s i n c e  nr. Stiafer did n o t  condnct 
and present t h e  output of the regression a n a l y s i s ,  SSU was deprived 
of its due process r ights  to study, e v a l u a t e ,  and cross-examine sr.. 
Stiafer. We disagree. Due process does not  require an expert to 
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apply the methodology which he or she advocates in order €or the 
expert's methodology t o  be adopted. This is not: to say, however, 
that an expert's faf lure  to apply the methodology he or she 
advocates to available data  does not  detract from t h e  credibility 
of t h ~  methodology. opinions against  Hr.  Shafer'a suggested 
methodology and the numbers necessary to calculate margin reserve 
by the various methods ara a l l  i n  the record, and we have c a r e f u l l y  
considered all of this evidence. 

In i t s  brief, SSU a l s o  argued, 

[Slhould t h e  Commission elect: t o  calculate margin 
reserves by UQB oP the linear regress ion  analysis 
advocated . . . by Mr. Shafar or choose to use the 
proj%ctions o f  growth employed by M8. Diamukes, a larger 
margin reserve period au supported by Mr. Hartman should 
a l s o  enter the calculation. 

SSU witness Hartman testified that SSU limited the margin,reserve 
i n  the MFRs to 18 months to avoid controversy in this proceeding 
but that he believed four years for waetewater treatmenb plants  w a s  
appropriate .  Mr. llartman cited DER R u l e  17-600.405, Florida 

. Administrative Code, which addressee the  permitting process for 
wastewater treatment plante, to support his p o s i t i o n  that  48  months 
is required for designing, permitting, constructing, and p lac ing  
wastewater treatment p l a n t  into service. 

SSU did not request 
t h e  longer margin reserve period in its d i r e c t  case. To a degree, 
then,  by requesting n different method for  c a l c u l a t i n g  the mar i n  
In its rebuttal case, SSU impeaches the method it used i n  Tts 
direct case. Notably,  SSU did not propose a method for calculating 
growth overthe four-year margin period it recommended in r e b u t t a l ,  
and it failed to oCfer any reason why our rejecting t h e  €ive-year 
average mandated our accepting t h e  longer margin reserve period. 
In nddition, w e  do not believe DEB R u l e  17-600.405, F l o r i d a  
Administrative Code, compels ua to extend tho  margin reserve period 
for wastewater treatment plante to four years. The subject rule 
requires utilities to  begin preliminary planning and design of 
facilities if flows will equal or exceed design capacity w i t h i n  
four years.  This rule doe8 not  address actual construction time. 
It o n l y  speak9 to planning .  Most of t h e  costs for building plant 
will be incurred during the construction phase, SO we believe that 
t h e  12 and 18 month periods are appropriate when c a l c u i a t i n g  a 
margin reserve.  

We are not persuaded by SSU's argument. 
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In consideration o f  the above, we f l n d  Hr. Ghafer's proposal 
for using a linear regression a n a l y s i s  t h e  most persuasive. .Mr. 
Shafer's methodology was the on ly  one offered that  accounts for 
growth trends. The five-year average fails to account for growth 
trande. Further, there i8 no explanation on the record for haw the 
projections in sSU'S response t o  OPC Interrogatory no. 210 were 
calculated, and w e  do not think it appropriate to accept them for 
this reason. 

In  addition, based on our experience with statistical 
projections, we believe one change is nocesaary t o  the regression 
snalyals examples offered by Br. Shafer in order to maintain 
theoretical accuracy: t o t a l  ERCs (including grouth), rather than 
just growth In EWE should be used. If we were t o  USB growth in 
ERCs, the  final p o i n t s  plot ted i n  the analysis do not teke into 
account the ERC6 added to and removed from the system during prior 
periods.  To illustrate, for  the Dsltona Lakes water system, where 
the number of ERCE ha6 increased each year over the last five years 
but where t h e  rate of growth in ERCs ha6 decreased, the regression 
analysis using growth i n  ERCs predicts 131 EACs o f  growth at 12 
montha, but a negative 228 ERCs of growth a t  16 months. By using 
a c t u a l  ERCs in the regression analys is ,  we avoided this sort of 
problematlc resu l t  and g e n e r a l l y  found a batter correlation of the 
data than when using growth in ERCs. 

We used the regression analysis to c a l c u l a t e  the margin 
reserve for a l l  ayatema for whlch we deemed a mergin appropriate, 
with the following exceptions: Quail Ridge water, PalISadeB water, 
Fountains water, and Salt Springs wastewater. I n  addition, we used 
the ERC data provided in Schedules Nos. F-9 and F-10 of t h e  MFRs 
for our regression calculat ions ,  with the exception of data for 
Sugar Mill Woods, where we. recalculated the  water and wastewater 
systems' ERCs (1935 water ERCs and 1812 wastewater ERCs for the 
test year) as discussed later i n  t h i s  Order. 

SEW did not use the five-year average for the Quai l  Ridge, 
Palisades, and Fountains water systems, all o€ which were placed i n  
service during the  1991 test year. Utility wftneas  Horse t e s t i f i e d  
t h a t  SSU'e propoeed margin reserves for Quai l  Ridge and Palisades 
were based an h i s  convarsatian with M r .  Hangold, an am loyee of the 
utility who d i d  not testify. There i n  no information !?I t h e  record 
indicating how the margin reserve at: Fountains was est imated.  

A regress ion  a n a l y s i s  cannot be done w i t h  only one yeas of ERC 
information. Therefore, ue find that t h e  growth that occurred 
during 1991 should be used to calculate the margin reserva for t h e  
Quail Rfdga, Palisades, end Fountains water systems. We f i n d  t h a t  



"~ 

ORDER NO. PSC-93-0423-FOF-WS 

DOCKET NO. 920l99-WS 

PAGE 23 


!. 

actual growth during the test year is a better measure for 
estimating the margin reserve than is the recommendation of a 
utility employee who did not testify in this proceeding. 

with regard to the Salt springs wastewater system~ utility 
witness Hartman testified that the system was not built out and 
still had vacant lots. Mr. Hartman admitted that the system has 
not shown any growth during the past three years, but he stated he 
believed a margin reserve is appropriate because a bulk customer is 
considering an expansion. We disagree and find that a margin 
reserve is not appropriate for Salt Springs. The system has had no 
growth during the past three years. MFR schedUle No. F-10 shows 
that the average number of ERCs has decreased between 1988 and 
1991, from 181 to 167.5. Therefore, a margin reserve is not 
appropriate. ' 

In a later section of this Order, we discuss our use of the 
average five maximum days to calculate used and useful water plant
and our exclueion of fill-in lots from used and useful for 
collection and distribution lines. In some cases, these 
calculations lowered the used and useful percentage belOW SSU's 
requested loot. When this occurred, we used regression'analysis to 
calculate a margin reserve even though SSU did not request a margin 
reserve, since growth for those systems was present. Such 
adjustments were made to the following systems and facilities: 
Beacon Hills water and wastewater lines, Leisure Lakes wastewater 
lines, Marco Shores water and wastewater lines, Marion Oaks water 
plant (supply wells), Woodmere water lines, springhill wastewater 
lines, venetian village water and wastewater lines, and Zephyr 
Shores water and wastewater lines. 

The approved margin reserves for each system are set forth in 
Attachment A, which is affixed to this order and by reference 
incorporated herein. 

USEP ANP USEFUL 

In its MFRs, the utility evaluated used and useful by plant 
component. Witness Hartman testified that in its· component
analysis for water treatment equipment, SSU compared firm reliable 
capacity to a sipgle maximum day of flows since water treatment 
equipment is designed to'meet demand on a maximum day. According 
to the MFRs, firm reliable capacity means the pumping capacity of

<::b water system's wells with the largest well out of service for 
<:)those systems with more than one well and with the two largest 
~wells out of service for those systems with ten or more wells. For 
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wastewater plants, he stated, SSU compared rated capacity to 
average daiiy flow from the peak month. 

, with regard to lines (water transmission and distribution 
facilities and wastewater collection facilities), Hr. Hartman 
explained that lines for some SSU systems are in developments which 
have some vacant lots. Since building in many of these areas never 
'reaches loot of development capacity, Hr. Hartman opined that 
calculating used and useful by comparing occupied lots to total 
lots would never allow the utility to receive a full return on its 
prudent investment in lines. He testified that he did not believe 
electric and telephone utilities were subject to a used and useful 
adjustment for vacant lots, but he assumed the materiality of such 
an adjustment was similar among all utilities. He admitted, 
however, tp~t this assumption stemmed from conversations he had 
with other persons and was not drawn directly from his own 
knowledge. 

In the Deltona Lakes development, there are about 7,000 
vacant, or "fill-in, II lots. Hr. Hartman admitted on cross
examination that Deltona Lakes' present customers may be payIng a 
return on these vacant lots, if included as used and useful, for an 
indefinite period of time. Mr. Hartman also stated ,that he 
believed a prudently designed system was one that met the needs of 
the overall customer base, as well as projected needs. Some 
aspects of the system, although prudently designed, he said, might
be held for future use and would therefore not be used and useful. 

Staff witness Chapdelaine agreed with the utility that 
different components of water and wastewater systems have different 
regulatory ,requirements. lie explained that the reason the 
Commission makes used and useful adjustments is to prevent current 
customers from paying for plant capacity that should be paid for by
future customers. Mr. Chapdelaine testified that design and 
construction requirements established by DER should be considered, 
as well as the prudence of investment and maximum flow rates. 
commission practice for calculating water treatment facilities' 
used and usefUl levels, he said, is to compare capacity to the 
average flows of the five highest pumping days in the highest flow 
month. For wastewater, the Commission traditionally compares
capacity to the average daily flow from the peak flow month. In 
calculating used and useful, Mr. Chapdelaine stated, the Commission 
also considers margin reserve, redundanoy, fire flow requirements, 
excessive unaccounted-for water, and inf iltration, 'wh~re 
applicable. 

r 
,.... 
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Mr. chapdelaine specified those areas where SSU deviated from 
commission practice for calculating used and useful as follows: 
ssu used a single peak day for water plant, it used a factor of 15 
instead of 10 for pressure tanks, and it included fill-in lots as 
used and useful for distribution and collection facilities. with 
regard to SSU's use of a singular maximum day for water plant, Mr. 
Chapdelaine testified that an anomalous occurrence on the maximum 
day would result in an excessive used and useful level. In his 
rebuttal testimony, Mr. Hartman admitted that an anomaly, a line 
break, occurred at the Marion Oaks system on the maximum day
reported in the MFRs and that the utility therefore revised its 
used and ,useful figures to reflect that discovery. 

We note here that we agree with the utility's used and useful 
methodology and percentages for wastewater plant, so further 
discussion on that subject is unnecessary. 

He agree with Mr. Chapdelaine's testimony on using an average 
of the five highest flow days of the highest flow month (the five 
maximum day average) to calculate water plant used and useful. We 
have serious concerns with SSU's use of a sin9ular maximum day. An 
anomaly, such as a line break, will cause used and useful to be 
inflated. Moreover, if the plant flow meter is not read every day 
at the same time, the flows recorded for the maximum day will be 
skewed. Using a five maximum day average mitigates ~hese problems, 

In his test,imony, Mr. Hartman emphas hed the water plant 
design requirements for demand and storage. He testified that when 
a water system has little or no storage, as is true for most of the 
small systems in this case, the water plant m~st meet the maximum 
demands of the system. We understand this; for if the plant is not 
able to meet the maximum flow demand, pressure to the customers 
will diminish. We are not, however, persuaded that such concerns 
mandate use of the maximum flow day for calculating water plant 
used and useful, since storage facilities would help prevent such 
problems from occurrin9. 

We agree' with the utility's proposed component analysis; 
however, we have corrected used and useful by incorporating the 
preferred five maximum day average. Generally, using the five 
maximum day average lowers SSU's requested used and useful 
percentage for supply wells, finished water storage, and hi9h 
service pumps. 

With respect to Hr. Chapdelaine's observation regarding SSU's 
uae of a factor of 15 for pressure tanks, we note that we 'consider 
the factor SSU used to be slightly excessive. However, from a 
o 
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practical standpoint, a larger pressure tank will promote better 
operation of the water plant and will help provide consistent 
pressure throughout the water distribution system. Moreover, 
investment in the pressure tanks is not significant according to 
the A-5 schedules of the MFRs. We are therefore not greatly 
concerned with allowing an additional increment of pressure tank 
capacity as used and useful, and, accordingly, we have not adjusted
the pressure tank accounts. 

In its brief, OPC expresses its opposition to counting fill-in 
lots as used and useful for distribution and collection facilities. 
ssu argues that its prudent investment in lines designed and sized 
to serve the area as if built-out does not change if the service 
area is less than built-out and, therefore, the used and useful 

, percentage should not change either. ope argues that under this 
logic, used and useful would not change even if there was a 
sUbstantial change in the number of customers. 

In resolving the controversy over fill-in lots, we focus on 
the principle enunciated by Mr. Chapdelaine: timing. As he 
indicated, this Commission makes used and useful adjustments to 
prevent current customers from paying for plant capacity that will 
be used by future customers. 

Witness Hartman gave an example of a 100-lot SUbdivision Where 
95 units are constructed and the other 5 lots abut lots owned by 
existing customers, are unbuildable lots, or are lots which will 
never be sold. In such a case, Hr. Hartman postulated, the 
utility's investment in lines for 100 lots is prudent and should be 
100\ used and useful. We a9ree that such a system should be 100\ 
used and useful. We also accept that customer density will vary 
from system to system and that some lots may never be built on. 
However, SSU did not refute the proposition that fill-in lots will 
be built on in those developments which have experienced historical 
growth. Many of the systems included in this filin9 have 
experienced growth, and SSU requested a margin reserve to account 
for that growth. 

Exhibit No. 110 presents a much different scenario for fill-in 
lots than the one presented by Hr. Hartman. This exhibit shows 
that there are lines in Deltona Lakes which are capable of serving
7,000 vacant lots. SSU asserts that these lines are loot used and 
useful since the investment in said lines was prudently made from 
both an en9ineering and economic perspective. He are compelled to 
differ with this used and useful evaluation. In our view, it is 
inconceivable that these 7,000 vacant lots are lots which either 
abut other lots owned by existing customers, are unbuildable lots, 

, ' 
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or are lots t h a t  will never be sold. Beside#, even if i t  wife 
prudent from an engineering or economic viewpoint to install lines 
for an entire subdivision at one t i m e ,  OPC makes a v a l i d  point in 
that such prudence ia of no benefit to t h e  e x i s t i n g  customer. 

In consideration of  the foregoing, we have calculated uaed and 
useiul Par water distribution and wastewater col lect ion frrcil it iea 
by comparing lots served t o  lots available,  thereby excluding 
vacant lots from used and useful  plant. Ae discussed earlier, a 
margin renerve has been added to this ratio ror those nystems with 
growth. 

Our iotmulse for c a l c u l a t i n g  used and useful are contained on 
Attachment B, which is affixed hereto and by reference incorporated 
herein. The formulae for determining the uaed and useEul 
percentages of water plant components for water systems without 
storage are contained an page 1 o f  Attachment B. The formulae for 
determining t h e  used and useful percentagee of water plant  
components for  umter systems w i t h  storage are contained on page 2 
Q €  Attachment B. The formula for  determining used and u s e f u l  for 
water dietrlbution end wastewater col lect ion facilities is 
contained on page 3 of Attachment B. We note  that i f  the 
regression a n a l y s i s  for calculating margin reserve resulted in a 
used and useful percentage greater than what SSU requested, we 
capped used and useful at the level raquaeted. 

We used the aforementioned formulae for  a l l  of the systems in 
t h i a  filing. What follows 16 a discussion of used and use€ul ' 

adjustments for certain SSU systems, listed in alphabetical order. 

Keystone I l e h h t s  - Watex 
As stated earlier, the utility uaed firm reliable capacity to 

calculate water p lant  used and useful.  According to the MFUs, firm 
reliable capacity means the  pumping capacity of a water system's 
wells w i t h  the largsst  well out of service for those mystems with 
more than one well and with the two largest wells out of service 
far those systems w i t h  ten  or mate Wells. 

Keystone Height6 has three wells. In its HFRs, SSU treated 
Keystone Heights as a two-well, rather than a three-well, water 

According to 6SU 
w i t n e s s  Morse, this wus done because t h e  second of the three wells 
was taken c u t  of eervice in 1989 and was not available far service 
during the test year. Exhibit No. 114, a SSU response t o  a staff 
m r r o g a t o r y ,  reveal5 t h a t  in April, 1492, SSU installed a 430 
m - n l r a  stage peerless pump at the well at a cost of $9,800;  the 

r i C %  

.~~ system when calculating f i r m  reliable capacity. 

a a 
6;3 

Exhfbft  does not contain receipts, work orders, or invoices. ALter 
t h e  repaire in t h e  exhibit Were made, the well uas placed back on 
line. Hr, Morse agreed that  when a well i s  off - l ine  f o r  repairs, 
t h e  utility does not  remove or retire the well from its books since 
t h e  expectations are t h a t  the repairs w i l l  be successful and the 
well will be returned to service. 

I n  its brief, SSU s t a t e s  t h a t  It does not  object to t h e  
Commission's adjusting used and useful to account for the known and 
measurable change of the second well's being placed back Into 
service, but it argues that the Commission must a l so  allow SSU to 
recover t h e  known and measurable costs incurred for repalring the 
well. 

We are not: persuaded by the utillty'g argument. A I 1  three 
wells were on the  utility's books before, during, and after  t h e  
t Q S t  year; therefore, &ll three wells should be considered i n  the 
used and useful calculations. Our rtdjusbent to used and useful is 
based on cantinufty in ratemaking, rather than on what is known and 
measursble. Accordingly, we adjusted used and useful to add one 
well to t h e  syatsm's firm reliable capacity, but we shall n o t  allow 
the $9,800 pro forma, out-ol-period expense. 

River Par k - Water 
According to the MFRs end SSU witnes's Horse, the River Park 

water system consists of four water eupply wells and three water 
treatment plants.  Plant no. 2 and one well were removed iram 
service and were not in service during the test year. To calculate 
firm reliable capacity in the HFRs, SSU removed two o f  t h e  total  
four wells. Hr. Morse agreed again that when, as here, facilities 
are temporarily taken out o f  service, the amount of  plant-fn- 
service does not normally change. IIe a l so  acknowledged that 
removing t w o  wells instead of one to calculate f i r m  reliable 
capacity causes used and useCul to be greater. Hr. Morse then 
stated h i s  belief that if the Commission adjusted used and useful 
to account for SSU'S returning plant no. 2 to service,  an event 
outside the test year, it should a l so  allow the utility to recover 
the costs incurred to bring the plant back on I h e .  In its brief, 
SSU echoes M r .  Hor59's latter point. 

Since  the well and plant were not removed from the utility's 
books, we t h i n k  s a i d  facilities must also be considered i n  used and 
useful  calculati~ns. Although SSU requests recovery of costs 
incurred to return the facilities to service, the record does n o t  
reveal an amount for SSU's doing so. hccordingly, ne have adjusted 
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used and useful to include the third well in firm reliable 
capacity, but have not allowed any out-of-period expense. 

QLlv~r Lake oaks'- Water 

In 1991, the utility made improvements to its silver Lake oaks 
system in order to comply with a June 6, 1990, letter from DBR 
concerning the level of iron and air in the water. The utility's 
MFRs indicate that the subject improvements were included in rate 
base for the test year, but Hr. Horse agreed that they were not 
considered in the used and useful calculation. Mr. Morse agreed 
that it was appropriate to recalculate used and Useful, and he 
prepared Late-filed Exhibit No. 117 for that purpose. We agree
that used and useful should be recalculated, but Late-filed Exhibit 
No. 117 reflects SSU's use of the single peak day which we have 
above rejected. Therefore, we have adjusted the utility's figures
using the five-day average. 

Sugar Mill - Water 

According to the MFRs, SSU removed two of the four wells at 
the Sugar Mill water system to determine firm reliable capacity. 
Mr. Hartman testified that several of the wells are too close to 
each other and that SSU could not "operate more than two wells at 
a time without causing a problem in the aquifer system in yield."
Mr. Hartman testified that this problem was not anticipated in 
designing the system because the technology and criteria used at 
the time were not as sensitive to this type of problem as they are 
now. 

We believe firm reliable capacity allows for redundancy of 
facilities on the premise that maintenance will occasionally be 
needed or mechanical failure may occur so that some of the system 
will be shut down for a period. In this instance, we do not think 
that the utility's rationale for removing a second well from the 
firm reliable capacity calculation agrees with the purpose of 
redundancy. Moreover, we do not think that the utility should 
receive the benefit of a poorly designed system. Accordinqly, we 
have adjusted used and useful so that only one well is removed to 
calculate firm reliable capacity for this system. 

s'iat Mill Woods ' 
C 
... COVA took isdue with three aspects of SSU's used and useful 

calculations for the Sugar Mill Woods systems: the ERC 
dGIIulation, the firm reliable capacity calculation, and the fire 
." requirement. The first affects water distribution and 
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wastewater collection used and useful, whereas the latter two 
affect only water plant used and useful. 

'ERC 'Calculation 

In the MFRs, SSU calcUlated distribution and collection 
facilities used and useful, before adding margin reserve, to be 
47%, which equals the ratio of 4,291 to 9,054 "ERCs/Lots."
According to utility witness Hartman, 4,291 represents the number 
of active ERCs during the test year. He stated he arrived at that 
figure by usinq AWWA lDeter equivalency standards, under Which 
certain meter sizes equate to a set number of ERes. For instance, 
I" meters are the equivalent of 2.5 ERCs. Mr. Hartman indicated 
that SSU used 9,054 as the denominator for its 'comparison because 
it was the number which SSU and caVA stipulated using in the last 
rate case. 

COVA witness Jones testified that the 9,054 ERCs figure used 
in the ,last case was based on the premise that each lot was served 
by a 1" meter. In the case of Sugar Mill Woods, ERCs should be 
based on lots instead of meter equivalents, Mr. Jones stated. 
Therefore, he asserted, SSU improperly used strict meter 
equivalents for test year ERCs in the numerator of the used and 
useful equation and 9,054 in the denominator. In order to make the 
comparison consistent, Mr. Jones contended, SSU should have 
multiplied 9,054 by the 2.5 AWWA meter equivalent. 

Mr. Hartman never definitively stated Whether the 9,054 listed 
.in the MFRs represented lots or ERCs. He stated only that Mr. 
Jones suggestion of multiplying 9,054 by the AWWA meter equivalents 
"would require us to assume that all residential connections in the 
future would contain a 1 inch meter. This may not be true as time 
goes on in the Sugar Mill Woods development." We note, however, 
that according to the MFRs, 98\ of the test year water bills were 
rendered to customers in the residential class with meter sizes of 
I" or smaller. 

In consideration of the above, we reject SSU's calculation of 
used and useful for the Sugar Mill Woods water distribution and 
wastewater COllection facilities. Each of the lots with service 
available should be counted as one ERC, as each residential lot 
will have one meter to serve the dwelling, regardless of meter 
size. This comparison will encompass 98% of the billings for the 
test period. When each lot with an active customer is treated as 
one ERC, the systems will be 100\ used and useful at build~out. 
However, since commercially zoned lots may have a higher density 
and have individually metered units, we believe using meter 

'- , 
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equivalents  for such customers i s  a better measurement than 
counting each lot as one ERC, 

We used the billing data in the HFRs to calculate t h e  
appropriate numbor of ERCs below. For water, we relied on Schedule 
No. E-ZA and calculated each residential customer with a 1" or 
smaller meter as one ERC. Counting a l l  other meter sizes using 
meter equivalents, w e  f i n d  1,800 residential kUCs and 135 general 
6ervice ERCs. lor uastewater, we counted a l l  residential customers 
8s one ERC and usad meter equivalents for a l l  general service 
cuetomers. WQ calculated 1,717 residential ERCs and 9 5  general 
service ERCs. 

Water ERCs, from p. 3 5 9 ,  Volume 11, Book B of  11: 

1843 + 12 = 154 X 1 ERC - 
4 3 9  + 12 - 5 6  X 1 ERC = 

18,858 4 12 = 1572  X 1 EBC = 
71 + 12 = 6 X 5 ERCs = 
12 4. 12 = 1 X B EHCs = . 

Eauivalents 

48 t 12 = 4 x 1.0 EAC = 
73 -I. l a  = 6 X 1.5 EAC = 

138 f l a  = 12 X 2 . 5  EAC = 
1 4 4  + I2 = 12 X 5 . 0  ERCs = 

9 8  + 12 = 4 x B . 0  BRCS = 

154  ERCs 
3 6  ERCS 

1572 ERCs 
30 ERCS 
B ERCS 

1800 ERCa 

ERCg 

4 ERC6 
9 ERCs 

3 6  ERCs 
60 ERC6 
32 ERCs 
135 ERCS 

TOTAL WATER EFlCS: 1835 

Wastewater E A C s ,  from p- 165, Volume 111, Book 4 of 6 :  

jlesidentia 1 
Hater ~ L z a  u muivalents EI!a 

5 / 0 "  X 3 / 4 "  1753 + 12 = 1 4 6  X 1 ERC = 1 4 6  ERCs 
3/41' 4 3 3  f 1 2  = 36 X 1 ERC = 36 ERCs 

1" 18 ,345  + 12  = 1 5 2 9  X 1 ERC = 1529  ERCs 
1 1/2" 5 9  i 12 = 5 X 5 ERCs = 25  ERCs 

2 1' 12 + 1 2  = 1 x e ERCB = e ERCS 
1717 ERCS 
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Commercia$ 
Meter size mu iva lents 

37 + 12 = 3 X 1.0 ERC = 3 ERCs 
60 f 12 - 5 X 1.5 ERC = 8 ERCs 
84  + 12 = 7 X 2 . 5  ERC = 18 ERCs 

120 + 1 2  - 10 X 5 . 0  ERCa - 50 ERCs 
24 + 12 = 2 X 8 . 0  BRCS = 16 ER C6 

95 ERCs 

~ A L  W ~ A T E R  wcs: iait 

E.LL&hH 

In its MFRs, SSU included a 2 , 5 0 0  gpm fire flow requirement in 
its used and useful calculation for  the  Sugax Hill Woods water 
system. COVA w i t n e s s  Yanes testified that the fire flow 
requirement for thicl eyetem should be 1,509 gprn, not 2 , 5 0 0  qpm. 
Mr. Jones sponsored Exhibit  No. 122 which containe a letter from 
the Citrus County Deputy Fire Marshall stating t h a t  tho fire flow 
requirement for Sugar Mill Woads i s  1.500 gpm. The subject letter 
addreseea sugar M i l l  Woods and specifies t h e  commercial corridor 
along US 19, but it i5 n o t  clear how much or what portion of the 
development requires the 1,500 gpm for fireflow. 

SSV witness Hartman testified that  the 2 , 5 0 0  gprn fireflow 
requirement the utility used fs s t r a i g h t  out of Citrus County 
Ordinance No. B6-10,  which was entered as Exhibit No. 103. Mr. 
Hartman disagreed with M r .  Jones' t e s t imony  and testified that the  
Citrus County Ordinance requires fire f l o w  of 2 , 5 0 0  qpn. hccording 
to t h i n  ordinance, when peak demand is between 1,250 and 1,500 gpm, 
the fire f low requirement is 2 , 5 0 0  gpm. According to the  utilftyts 
MFRs, peak hour demand was 1 , 2 5 8  qpm. Hr. Hartman stated t h a t  the 
Deputy Fire Marshall'6 letter would not  relieve the utility o f  its 
obligation to provide fire f l o w s  as dictated by county Ordinance 
and that he believed the  letter was referring t o  a specific area i n  
the Sugar Hill development smaller than the whole service area. 
Mr. Hartman also testified that  h i s  firm contacted the Fire 
Marehall's office, which confirmed t h a t  the  fireflow requirement 
wa6 indeed 2 , 5 0 0  gpm. 

We find t h e  testimony oC witness Hartman more persuasive. It 
is not  clear how much or what portion of the Sugar Mill W ~ o d s  
development was required  to have the 1 , 5 0 0  fire flow requirement 
referred to in E x h i b i t  No. 122. Therefore, based on t h e  foregoing, 
we f ind t h a t  the appropriate fire flow requirement for Sugar M i l l  
Woods is 2 , 5 0 0  gpm. 
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In i t a  application, the utility deducted t w o  6 0 0  gpm w e l l s  in 
the Sugar Mill Woods aystern when it calculated firm r e l i a b l e  
oapacity. The introduction to the engineering schedules in the 
BFRs states that for water systems with  no Eltorage, the wells must 
be able to meet the peak hour demand, which i~ tw ice  the maximum 
day demand, plua the fire flow requirement. U t i l i t y  witness Hartman 
t e s t i f i e d  t h a t  t h e  Sugar Hill Wood6 syatem ha# nine wells to meet 
the  maximum hour demand and the fire flow requirement. Hr. Hartman 
tastiiied that in order for the Utilfty to m e t  t h i s  requirement, 
the water symtem should be evaluated with the two largest wall8 out 
of service. He explained that two wella could be o u t  af eervice a t  
the 6a1118 time; one wall may be down for maintenance, and another 
way have B mechanical failure. 

A s  stated earlier, SSU'S generic formula for  calculating firm 
reliable capacity for mystems with ten or more wells was to remove 
the capac i ty  of the two largest wells. Sugar Mill Woods syatem has 
nine wells, yet  SSU removed two. Although Mr. I tsrtman's  
justification for removing two welle ha6 some merit, w e  t h i n k  i t  
u n l i k e l y  t h a t  SSU would voluntarily allow the two largest wells to 
ba out of service a t  the same t i m e .  Scheduled maintenance should 
be planned during an off-peak period (auch as during the wet 
season) when demand is lower. Maximum flows during such a period 
would be lower than t h o s e  d u r i n g  t h e  dry season, and cupac l ty  would  
still be suf f i c i ent .  

Theroeore, although Nr. Hartman's suggestion to remove t w o  
wells may promote an additional degree of safety and reliability, 
we believs the better approach is to be consistent: wi th  the firm 
re l iable  capacity formula in tho W A S .  Accordingly, based on t h s  
foregoing, ne find that only one well should be removed when 
calculating used and useful for t h e  Sugar Hill woods system. The 
well capacity for the  e i g h t  remaining wells i s  4,200 gpm. 

Used and Useful - Conclusion 

Our calculations of the appropriate used and u s e f u l  
percentages for the systems included i n  this filing are depicted on 
Attachments C ,  D, E, and F, all of which are affixed hereto and by 
reference incorporated herein.  Attachment C. pages 1-10, contains 
t h e  used and useful  percentages for t h e  water treatment p l a n t  
components. Attachment D, pages 1-2, contains  the used and useful  

entagea for the water distribution facilities. Attachment E, 
1-2, contains the used and useful  percantagas for the 

=ewater treatment and effluent d i s p o s a l  facilities. Attachment - 
en 
*' 

m 

F, which 1s one page, contains the used and useful  percentages for 
the waeteuatsr collection facilities, 

SYSTEM P W T  - -  IN -E AI) JUSTMENTS 

Adjustments to the plant-in-service balances of certain SSU 
systems, arranged in alphabetical order, are discussed below. 

EBx Run - Water 
B y  Orger No. 21408,  issued Juno 19, 1989, i n  Docket No. 

880294-ws, the Commission establ ished rate base for the Pax Run 
water and wastewater Bystem. By a previous Order entered in t h e  
docket, Order No. 19860, i6sUed August 22 ,  1988, the Commission had 
approved the  transfer of the Fox Bun systans to SSU, but delayed 
establishing rate base because of Pox Run's water q u a l i t y  problem. 
The Comission ordered SSU to preeent options for improving water 
guulity and the costs therefor, including the option of 
fnterconnectfng w i t h  the nearby Martin Downs Utilities, Inc. In 
Order No. 21408, the Commission discussed the vasious options SSU 
considered. 

According to Order Uo. 2 1 4 0 8 ,  SSU reported that the least-cost 
alternative for improving water quality and complying w i t h  DER 
standards was to refurbimh three existing iron f i l ters ,  install two 
additional Pl l tera ,  add two high servlca pumps and three backwash 
ponds, and connect two existing tanka t o  the system, SSU estimated 
that these improvements would cost approximately $99,3138 using an 
o u t s i d e  contractor and $03,088 using in-house personnel. The next- 
to-least-cost alternative was to interconnect with the Martin Downs 
system, which the Order indicates would have cost $159,840 in 
service availability fees and l i n e s .  The Commission accepted SSU's 
preferred least-cost alternative, but ind ica ted  it would review t h e  
choice and t h e  costs involved i n  Pox Run's next rate proceeding. 

According t o  its MFBa, the utility booked a total of $132,418 
of net  plant  additions for 1909 and 1990. In Exhibit  No. 1 4 4 ,  
which contains t h e  utility'= response to staff interrogatory no.  
178,  the u t i l i t y  indicate8 t h a t  none o f  the plant additions 
contemplated i n  order Ho. 21408 were included in late base, but 
that the installation cost of e i g h t  additional iron removal filters 
may be as much as $352 .082  i n  CWIP. Ms. Klmball, the same utility 
witness  who prepared the response t o  interrogatory no. 178, a 1 5 0  
prepared Late-filed Exhib i t  No, 145.  That e x h i b i t  i n d i c a t e s  that. 
the utility spent approximately $ 1 1 7 , 5 4 5  on plant additions 
contemplated i n  Order No. 21408,  but the exhib i t  does not s t a t e  how - 

c 
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is included In the 1989 and 1990 plant 

the installation of eight iron removal 

much of that  amount 
addit ions,  

After completing 
f i l t e r s ,  the utility has continued to experience iron problems at 
Pox Run. Both utility witness Sweat and s t a f f  witness Oblaczynski, 
from DER, confirmed t h h .  Mr. Sweet ale0 t e s t i f i e d  that the 
utility has spent approximately $ 5 0 0 , 0 0 0  on improving water quality 
since it acquired Fox Run. 

I n  consideration of the evidence discuesed above, w e  can on ly  
conclude that  some or all of t h e  $117,545 the utility adwits it 
spent on r l a n t  improvements contemplated in Order Ho. 21408 is 
included n the 1986 and 1990 addltione reported i n  the  MPRs. 
Thus, it appears the utility spent considerably more than what it 
eatfmated i t  would spend to improve w a t e r  q u a l i t y  in Order No. 
21408. Although we question the prudence of SSU's decision n o t  t o  
interconnect  wi th  Martin Douns, we need not make any adjustments i n  
t h i s  proceeding aince the accumulated plant addition6 far 1989 and 
1990 were less than t h e  S1~9,840.interconnect cost. 

Eosemont and Rolli na Green - wafer 
In Hay, 1992, the Rosemont and Rolling Green systems were 

interconnected. SSU witness k!ood explaitlad that the two 4 "  wells 
a t  Rollinq Green had to be takwn out of service. Mt. Wood 
testified that the p l a n t  additions booked a t  Rocemcnt pertained to 
a new w e l l ,  tho transmission main requited to interconnect  t h e  two 
aystems, and other equipment needed to implement the intercon- 
nection. A s  a result of tha interconnection, Rolling Green no 
longer has its own source of  supply and relies upon the Rosemont 
water p l a n t .  T h a t  being SO, we think these two systems should be 
combined for ratemaking purposes. 

In addition, we are concerned with whether t h e  u t i l i t y ' s  
decision t o  interconnect RQSemOnt and Rolling Green w a s  prudent.  
I n  1 9 9 1 ,  SSU increased plant-in-service by S243,941 to upgrade the 
Roaemont p l a n t  and interconnect w i t h  Rolling Green. Rr. Woad 
tsetified that the  City of Invernesa was w i l l i n g  to provide s e r v i c e  
to R o l l i n g  Green, but o n l y  on a temporary basis. H a  testified that  
i n  order for Rolling Green to have a permanent long-term supply, 
the utility would have to d r i l l  another well or tis into the 
Rosemont syBtem. The u t i l i t y  concluded t h a t  upgrading ROSERlOnt 
was t h e  yost feasible alternative. 

E x h i b i t  No. 152 c o n t a i n s  a September, 1989, letter, from the 
City of I n v e r n e s s  to SSU; B May, 1990, letter from SSIJ to the  City; 

and a draft agreement for & temporary interconnect, The letter 
from t h e  City addreasts aervice t o  both Rolling Green and Rosemont 
and the- separate metaring of each aystem, and i t  lists the 
connection fees for each meter and monthly charges. The letter 
states, apparently in response to B request from SSU, t h a t  the C i t y  
had no bulk rate for water, and it liata the connection charges for 
Rolling Green as $30,115.  The l e t t e r  makes no reference t o  the 
proposal bejng for temporary service or for a permanent 
interconnect. 

S S U ' s  letter t o  the City discusses an emergency connection 
and uholesele water s a l e s  for Rolling Green through tu0 master 
meters. The letter a l so  mentions the p o s s i b i l i t y  of RosemontlS 1211 
well providing service to the Ci ty ,  if needed, once the well was 
placed in service. The letter ata tae  that  other alternatives could 
be discussed, but it is clear that SSU was interested in meeting 
its immediate watex needs. no mention of a permanent interconnect 
is made in t h i s  letter. 

From the testimony and exhibits, we can conc lude  that  the City 
of Inverness was willing to provide temporary service t o  Rolling 
Green. It appears t h a t  t h e  least-cost alternative for providing 
service to Rolling Green was to have the City provide the water on 
a permanent bas ia ;  connection charges were $30,125, compared to the 
$ 2 4 3 , 0 0 0  t h e  utility invested. However. there 16 insuf f i c i ent  
evidence to make the determination t h a t  long-tarm or permanent 
service from the City was available, and, therefore, we refrain 
from making any adjpstments t o  rats base for  imprudence. In  
addition, we believe that the utility's declalon t o  put another  
well in service and to install an emergency generator at Rosemont 
coincident to the interconnect enhanoes water plant reliability for 
the  benefit of customers at both systems. 

During the test year, the u t l l i k y  abandoned i t s  Salt Springs 
water p l a n t  in Marion County and constructed a new p l a n t .  Utility 
witness X l m b a l l  t e s t i Y  ied t h a t  this was an extraordinary 
abandonment and, therefore, a loss should be recognized. s h e  
testified that rate base should be adjwted to reflect the 
retirement OF the assets a s  well a s  the related contr ibut ions ,  
depreciation, and amortization. Specifically, she stated plant 
should be credited $ 1 8 , 7 0 4 ,  accumulated depreciation be debited 
$7,561, and CIAC and CIAC amartfzation should be debited and 
credited, respectively, $ 3 , 7 0 3 .  The $11,143 loss calculated from 
the68 figures, Ms. Kimball testified, ahould be derected and 
amortized. 

Q;, 
0 
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Exhib i t  No, 1 4 6  c o n t a i n s  Accounting Instruction 27  o f  the 
Uniform System of Accounts. Paragraph B of t h o  instruction 
requires that equal and offsetting entries to  plant and accumulated 
depredation be recorded for ordinary plant  retirements. Paragraph 
H allows recognition of an extraordinary loss when the reserve 
account would be seriously depleted or eliminated by t h e  accounting 
treatment prescribed i n  paragraph B. On cross-examination 
regarding the  instruction, Ha. Kirnball explained that in the case 
of the  Salt springs retirement, there was n o t  a sufficient reserve 
in the system eubaccounts to handle the  write-off. 

Although Ma. Kimball advocated extraordinary retirement 
treatment for the 1086, she d i d  not specify an appropriate 
amortization period. In addition, t h e  record does  not  divulge 
clrcumstances, other than reserve account deple t ion ,  which' tend to  
juetify t r e a t i n g  th% retirement as an extraordinary one. 

Since the record f a i l a  to indicate an appropriate amortization 
period,  we b e l i e v e  that it i s  appropriate t o  c a l c u l a t e  an 
amortization period based on current Commission practice. 
Accordingly, we calculated the return on the n e t  plant that would 
have been allawed i f  t h e  p lant  were to remain in rate baee. The 
n e t  investment, and the amount of the loss, is -$11,143. The rate 
of return on t h e  p l a n t  (10.67%), adjusted for income taxes ,  is 
$ 1 , 2 9 7 .  To that amount we added $812 f n  annual deprec ia t ion  
expense. The totsl, $ 2 , 2 0 8 ,  represent8 the rev&nue requirement 
effect of the assets had the plant remained in service. Wa then 
divided t h e  $11,143 loss by the revenue effect and rounded off the 
quotient .  Thus, we determined that an amortization period of Eive 
years i 0  appropriate, The utility s h a l l  retire this asset on it6 
books and recognize a loss of $11,143 over five years. 

We conclude that the recognition of an extraordlnary 
retirement loss does n o t  increase the revenue requirement in this 
proceeding. Ns. Xiinbal l  testified that the loss should be deferred 
and amortized. tlouever, as noted above, the amortizatlon period is 
established to produce the same revenue amount before and after  the 
extraordinary ret irement i s  ofPlcially recwnized. Accordingly, 
revenues are neither enlarged nor reduced while t h e  lose is being 
amortized. Thus, while we agree that an extraordinary retirement 
entry ifi appropriate for tha Salt Springs water system, the 
utility's revenue requirement i E  unaltered due to thls accounting 
traatrnent. And, while the attached accounting schedules do not  
reflect this extraordinary retirement, we shall verify t h a t  the 
appropriate retirement e n t r i e s  have been recorded i n  the u t i l i t y ' s  
n e e r a t e  filing. 

0 - 

skvcresf - Water 
During our review of SSU's application, we discovered that a 

double-counting error had been mado in determining plant-in-service 
for the skycrest water system. The part ies  stipulated that there 
was an error, and we have therefore reduced Skycrest's plant-in- 
service by $ 4 , 1 2 4  to correct the error. 

F OR AL MCATKON 

In  its MFRs, the u t i l i t y  - a l l o c a t e d  common p l a n t ,  
administrative and general expenses, and customer accounting 
expenses on t h e  b a s i s  of the relative number of customers, Utility 
witness tudssn tastlfied t h a t  this allocation methodology i s  the 
standard used by the Commission for water and wastewater systems. 
He s t a t e d  t h a t  he was not aware of any comparable u t i l i t y  in this 

s t a t e  t h a t  employs a different allocation approach and t h a t  he w a s  
not aware of any Commission order declaring that  allocating on the 
basis of  customers is unreasonable.  

OPC nitness olsmukes testified t h a t  there are many ways to 
allocate common costs, but regulatory commissions have not adopted 
one method os unfversal ly  preferable. She stated that the 
administrative convenience of allocating common costs on the b a e i s  
of customers might j u s t i f y  t h i s  method Cor small aystoms, but this 
approach "may n o t  be appropriate for SSU, which i s  the lrtrgest 
water and wastewater operation i n  Florida." She stated th&t for  
SSU, allocation based on relatlve customers agtsigns less common 
costs to the utility's non-regulated gas operations than allocation 
based on direct labor, which is the mathod SSU employs for internal 
accounting purposes. Hs. Dismukes added that the sam8 skewed 
d i s t r i b u t i o n  may be true f u x  costs allocated to SSU water and 
wastewater systems not subject to this Commhslon's furisdiction. 

Me. Dismukes said she reviewed the reasons offered by t h e  
utility In i t a  last rate proceeding, i n  Docket No. 900329-WS, €or 
allocating common charges based on direct  labor. Testimony in that 
proceeding indicated t h a t  an a l locat ion baaed on direct labor would 
ass ign greater costs to l abor  intensive operations, specifically 
wastewater sys tems  and reverse osmosis water systems. Ms. Dismukes 
testified t h a t  allocating by relative customers aright cause water 
cuntomere to subsidize the c w t  of providing wastewater service. 
She opined t h a t  any such subsidization, i f  deemed appropriate, 
should be implemented thraugh t h e  revenue dlstrlbution process, not  
through improper allocations. 
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Hs. Dfsmukes testified t h a t  common costs should be distributed 
based on u cause-and-effeot relationship, but sho conceded such 
treatment was generally impossible for administrative expenses 8nd 
general plant  accounts. She thereCore concluded that some 
"arbitrary" allocation method must be used. She stated t h a t  
various factors should be considered, including benefits received, 
ability to pay, an5 the fair diatribution of costa. Hs. Dlsmukes 
proposed allocating common costs based on a two-part factor: 50% 
€or direct labor and 5 0 %  for ERCs. With this factor, zhe s t a t e d ,  
any relationship between direct labor and admin i s tra t ive  soate 
would be accounted f o r  i n  the labor portion and t h a t  customers and 
their usage characteristics would be accounted for in the ERC 
factor. This approach, Hs. Dismukea therefore concluded, was 
superior to the u t i l i t y ' s .  Using her proposed allocation method, 
she determined that 63.51%, rather than 72.21%, of common costs 
uould be assigned to the  water systems, and 3 6 . 4 8 % ,  rather than 
2 7 . 7 9 % ,  would be assigned to the wastewater systems. 

Under cross-examination, Ms. Dfsmukes acknovledged that she 
had never before proposed her recommended allocation methodology to 
any regulatory body. She also stated that she wan not aware of any 
Cornmiasion precedent adopting her recomunded approach. - 

I n  r e b u t t a l ,  utility witness Ludsen testified that, to h i s  
knowledge, Ma. Dismukea' proposed allocation technique was unlike 
any previously presented before a regulatory agency. Ire contended 
that MS. Dismukee inaccuratoly presumed a non-existent  relationship 
between water usage (GRC6) and t h e  l eve l  of administrative and 
general costs.  I I e  also opined that her methodology added needless 
complexity and obfuscation to the principal issues: whether a 
particular allocation i8 f a i r  and whether it h e l p  create 
reasonable rates. 

Hr. Ludsen explained t h a t  h i s  advocacy in Docket N o .  900329-Ws 
for allocating common costs based on direct labor was rooted in h i s  
experlenca in the electric industry. He stated, however; that he 
WBB now convinced t h a t  allocating common cogts bzsed on relative 
customers is best for t h e  utility and i t s  customers. He offered 
the following reasons to support SSU's customer-based allocation: 
(1) In Docket Ho. 900329-WS, the  Commission expressed 
dissatisfaction with  the results of allocating cormon costs based 
on labor, particularly the  corresponding assignment of substantial 
charges to small systems; ( 2 )  No allocation technique is perfect; 
(3) Allocations based an relative customers have heen employed i n  
previous sSU rata  proceedings; (4) Labor-based allocations 
undermine 6ome of  the b e n e f i t s  resulting from economies of scale; 
( 5 )  Small utility systems may incur different labor costs from year 

0 -  
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to year because of maintenance projects, wheretts customer numbers 
are relatively Eteady; (6) nost administrative expenses are not 
d i r e c t l y .  related to the staffing requirements that regulatory 
agenciws impose through ru lea  and perrnittfng provisions; ( 7 )  since 
labor costs are mote pronounced in t h e  Wastewater d i v i s i o n ,  labor- 
based allocations would lower water ratefa and, accordingly, 
conPound water conservation efforts; and ( 8 )  Customer-based 
allocations are easy to administer and veri fy ,  whereas Ms. 
Dismukes' proposed method would be both difficult to administer and 
v e r i f y .  

We hereby approve the  utility's- proposal to allocate cammon 
p l a n t ,  administrative, and customer accounting expenses based on 
relative customer numbers. We agree with Mr. Ludsen's evaluation 
of the beneficial results of customer-basad allocations. We a160 
agree that customer-based allocations provide consistent results 
compared to labor-based allocations because small  sygtems are 
particularly sens i t ive  to yearly variations I n  labor costs. While 
no method of allocation f s  perfect, a d i v i d o n  of common coats i n  
a reasonably f a i r  manner is essential. Hs. Diernukea' observations 
that customer-based allocations be unreasonable for SSU, t h a t  
water users rn be subsidizing the cost of wastewater service, that 
non-jurisdictional systems benefit  from t h i s  allocation are 
speculations not supported by the ovldence i n  the  record. 

Ms.  Dismukes acknowledged t h a t  a direct cause-and-effect 
relationship.for administrative costa is impossible tu devise and 
t h a t  some arbitrary allocation was therefore needed. since labor- 
based allocations s i g n i f i c a n t l y  a€fect small water and wastewater 
systems, the a b i l i t y  of customers of theaa syetems to pay their 
allocated share of common costs would certainly be strained.  While 
Hs. Dismukes' proposed re-allocations are n o t  profoundly different 
from the utility'a when the water and wastewater systems are 
combined, t h e  re-allocations within those groups show greater 
variation. 

Although the i s s u e  we direct ly  address hereinabove concerns 
allocating general plant ,  tho  same r a t i o n a l e  applies to  the 
allocation of administrative and general, customer accounting, and 
depreciation expenses. We therefore accept the utility's 
allocation of those expenses based on relative customers witnout 
further discusslon elsewhere in t h i s  Order. 

ALLOCATION Q P GENERA L PLANT T O  ACOUISITION EFFORT S 

OPC witness Dismukes t e s t i i i s d  that  a portion of the utility's 
general plant balances, administrative and general expenses, and- 

- 
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dapreciat lon expense should be allocated to Ita acquisition and 
aales efforts because SSU devotee considerable e f for t  to such 
actlvitiea. she teatified that her proposed allocation W 8 f i  proper 
because that activity benefits from administrative expenaea and 
general plant no less than the utility's water and wastewater 
bus iness .  She said treating t h i s  acquisition activity a8  a 
separate division would warrant a corresponding allocation. 

Ma. Dlsmukes calculated her recommended allocation percentage 
by comparing test year expensee charged to two epecific deferred 
accounts--Account 166.100, Possibl~Acqu18it:ions-Miacelleneous, and 
Account 166.200, Possible Sale-Gas Divfsion--wlth the l e v e l  of 
ttdirectll wages. she calculated a rat io  of 2.28%. Applying the 
rat io ,  she recommended the following: reduce administrative 
expenses by $166,976, reduce net  general plant by $ 2 5 9 , 7 3 7 ,  and 
reduce depreciation expense by $34,B20.  

Utility witness Ludsen testiPIed t h a t  the utilityls sales and 
. a c q u i s i t i o n  efforts are n o t  separate business u n i t s ;  rather, they 

are activities with in  the water, wastewater, and gas businesses .  
On t h a t  basis, he stated t h a t  the ratJanale underlying Ms. 
Dismukes' proposed allocation was factually defective. He 
testified that SSU labor related to acquisition and s a l e s  efforts 
was d n ~ m a l .  TGI and BP&L personnel, he contended, psrformed the 
"vast majority" o f  work in t h a t  area. Ile a160 teGtifled t h a t  any 
SSU administrative labor related to those ectlvitierr was charged 
below the  line and, thus, Ms. Disrnukes' proposed allocation would 
double count those labor charges. He stated that only $24,007 out 
of the to ta l  company payroll of $10,200,389 was charged to possible 
acquisitions and t h a t  the resulting 0.2% ratio was de m i n i m i s .  
SSU's acquisition activities, M r .  Ludsen added, did not impact the 
utility's customer eervice, rates, purchasing, engineering, human 
raeource, or accounting departments. He a i s o  e x p l a i n e d  that the 
deferred charges used by Ms. Dismukee to calculate a 2 . 2 8 %  
allocation factor included both labor and non-labor charges, and,  
t h u s ,  her calculation was flawed. 

We agree with Mr. Ludsen that general plant should not be 
allocated to acquisition and s a l e s  activities. The record 
Indicates that only about 0.2% of SSU's total test year p a y r o l l  
c o s t  w a s  incurred for  t h i s  activity. We consider this an 
insignificant share.  Further ,  w e  believe that Ms. Dismukes' 
proposed 2.2Blt  a l l o c a t i o n  factor is flawed i n  at least two 
respects! the numerator includes non-labor costs; and the 
denominator consists of direct labor, not to ta l  company labor. We 
agree that since the administrative payrol l  charge related to 
acquisition and sales activity is a l r e a d y  charged below-the-l ine,  

- 8  
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a f u r t h e r  allocation of administrative overhead would double count 
that: element. We also agree that the administrative expenses to be 
al located i n  th is  proceeding include rate, customer service, 
engineering, and other departmenta with very little or no 
involvement in the erubject activities. 

As with the previous section of t h i s  Order, although we 
direc t ly  address  allocating general plant, the  same rationale 
appllas to the allocation of  administrative and general, customer 
accounting, and depreciation expenses. Therefore, we deny #PCi6 
recommendation t o  allocate a portion of those expenses t o  
acquisition a c t i v i t i e s  without further discussion elsewhere in t h i s  
Order .  

mi RLLOCATION OF GENERAL PLANT TO GAS HEACIIANDISING A I D  

The utility ' e  operating d i v i s i o n s  that serve l i q u i d  propane 
(Le)  gas customers also sell end i n s t a l l  gas appliances for the ir  
customers. That collateral service is conaidered a 9nerchandhing 
and jobbing'' function. The LP qas business Is not  regulated by 
t h i s  commission. , Utility witness Ludsen t e s t i f i e d  that the costs 
related to merchandhing end jobbing are charged to a separate 
below-the-line account. During cross-examination, he t e s t i f i ed  
t h a t  administrative expenses are allocated t o  the gas operation 
based an relative cuetomera, so charges related to merchandising 
and jobbing are thereby allocated to the gas operations. 

In its brief, OPC argues t h a t  merchandising and jobbing should 
receive an s d d i t i o n a l  allocation of administrative charges. OPC 
m a k e s  the analogy that customers u s i n g  water service a l s o  muy use 
wastewater service, but each service i a  considered a separate 
business and allocated a separate share of expenses. The gas 
merchandising and jobbing services of the LF gag business should 
therefore a160 be considered separate and d i n t i n c t ,  OPC contends. 

In its br ie f ,  the utility argues that  since the gas operation 
is unregulated, its share of common costa i s  already exaggerated 
because it receives allocated costs associated with water and 
wastewater regulatory requirements. 

W e  find that an additional share o f  comon plant and expenses 
should n o t  be allocated to the merchandising and jobbing segment of 
the LP gas operation. Mr. Ludeen testified t h a t  comon costs 
r e l a t e d  t o  merchandising and jobbing a r e  allocated t o  the gas 
business based on customers served by the gas systems. T h a t  
testimony was not roCuted. Further, we agree t h a t  allocating 
additional general p l a n t  and expenses to the merchandising segment 
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uould be inappropriate since t h e  LP gas operation, a non-regulated 
buminees, receives a proportionate share of the incremental costs 
t h a t  are introduced through regulation of the water snd waatewater 
syeterna. 

again, although we direc t ly  address only allocating general 
p lant ,  the aawe rat lonale  appllee t o  the allocation of 
administrative and general, customer accounting, and depreciation 
expenses. Therefor%, we deny OPC'a recommendation t o  al locate  
additional expense8 to the  gas operations without f u r t h e r  
d i 6 c U s d o n  elsewhere in this Order. 

- UTURE USE P U N T  SITES 

Exhib i t  No. 112 is Appendix 70-8 provided by SSU in response 
to OPC interrogatory no. 7 0 .  The exhibit listm various parcela of 
land under headings f o r  the c i t r u s  Springs, Sunny Hills, Pine 
Ridge, Marion Oaks, Spring Hill, and Deltona Lakes systems. Beside 
6am0 of  the parcels l i s t e d ,  the description "held Pcr future U s e "  
appears. SSU witness Horse testified that these parcels currently 
have no utility assets o n t h e m .  Mr. norme stated that he thought 
the utility might have a plan o f  Intended ufiefi for these parcels. 
Wtility witness L a w h  sta ted  hlE belief that the subject psrcels 
would pxobably have some construction on them within the next 18 
inOnthB to five years. Mr. Lewis also stated that he b e l i e v e d  a 
written plan of intended uses e x i s t e d .  SSV was requested to 
provide i t s  plan for u6e of t h e  parcels in L a t e - f i l e d  Exhibit: Wo. 
116, 

I n  Lata-filed Exhib i t  No. 116, t h ~  utility explained that the 
land held for future us0 should be included in rate base because it 
was considered a8 a part  of the master plan at build-out. The 
e x h i b i t  a l s o  includes several maps of projected water presaure 
design et build-out of the  d i s t r i b u t i o n  bj7sLem. However, the 
exhibit provided no written development plans for the near future, 
as uaa discussed at the heering. 

In consideration of the above, we can o n l y  conclude that, 
while the lands held  f o r  future ~ 1 6 8  ray be used at build-out, none 
u l l l  be developed w i t h i n  the next f i v e  years ,  Exhibit  No. 116 
provldee no definite plan for future use, and none of SSU's 
w i t n e s s e s  could categorically state t h a t  the subject  parcals would 
be developed w i t h i n  t h e  next  f i v e  years. Therefore, we f i n d  that 
the s u b j e c t  parcels are non-used and useful property and have 
removed from rate base the following: Citrus S p r i n g s  - $ 1 9 , 4 0 0 ;  
Deltona Lakes - $ 1 0 ~ , 6 7 0 ;  Marion Oeks - $126,300; pine ~ i d g a  - 
$ 3 5 , 0 0 0 ;  Spring Hi11 - $370,241; and Sunny Illlls - $18,380. 

F1 
0 - 

C TO OPFSeT W G I N  3- 

utflity witness Hartman testified that CIAC should n o t  be 
imputed on any of the margin reserve capacity. In his view, the 
utility'@ duty to maintain an increment of capacity so that it may 
provide service to  future customers in a t i m e l y  manner is a f i x e d  
regulatory requirement. However, he contended, whether the utility 
 collect^ CIAC in tho  f u t u r e  and how much ft will collect la 
uncertain. He concluded that  any CIAC offset to the margin would 
be merely an est imate ,  and this eetfmate would preclude the utility 
from recovering a return on a portion of prudently inveated funds. 

In its brief, OPC recornends imputing CIAC as an o f f f ie t  t o  the 
margin reserve, if one is allowed.  OPC argues that having granted 
recovery on imn-used and uaeful  property, i .  w . ,  the capacity needed 
to Berve future oustomera on demand, the  Commission has, an a 
practice,  assumed that there will be additional contributions from 
the future customers. The utility recovers i t s  investment in p l a n t  
from those customers, OPC states, so the utility's shareholders 
should n o t  earn  a return on that plant i n  the interim. Moreover, 
OPC argues, current ratepayers ahauld not have t o  pay a return on 
non-uaed and useful Iant held for futuro customere. Laatly,  OPC 
states that the utilyty should be required to recover a return on 
t h i s  excess p l a n t  through APPI charges, developar agreements, 
advances for construction, and/or AFUUC allowances. 

In its br ie f ,  SSU argue8 that  t h e  imputation of CXAC unfair ly  
penalizes the utility because t h e  collection o f  future 
contributions i s  fortuitous and beyond the utility's control, y e t  
the u t i l i t y  is required t o  invest  funds for the additional plant 
which makes up the margin reserve. 

He f i n d  that an offset to margin reserve should be made to 
account for the anticipated collection of CIAC from future 
ratepayers. Contrary to t h e  utility's belief that the imputation 
i s  a penalty,  we believe it merely recognizes that future customers 
will hook up to the systsn with  contributione in hand. These 
contributions will change the  i n v e s t m e n t  balance between customers 
and investors by reducing the  shareholders'  fnveetmenk i n  used and 
useful plant. Our practice of imputing CIAC on margin regetve i a  
well establ i shed,  as evidenced by the decisions which we took 
o f f i c i a l  notice of: Order No. 23660 ,  i s s u e d  October 24, .  1990, and 
Order 140. PSC-92-0594-FOF-SU, issued July 1, 1992. We ate not 
persuaded to reverse our practice here. Accordingly, for t h c s e  
systems where we allowed a margin xeserve and where the utility has 
approved cfnc charges, we have imputed CIAC on the ERCs i n  the, 
margin reserve. 

w 
CR 
0 
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LEHIGII P U N T  OMISSION FRQH GENERAL P m  

In its MFRs, the utility grouped all general plant assets, 
however dispersed among the operating divisions, into a single 
general plant category ,  and then allocated the total among tlie 
various systems based on relative customers. Thus,  allocations 
were made to jurisdictional water and wastewater systems and to  
non-jurisdictional gae, water, and wastewater SyBtems. 

During the a u d i t  invefitfgation, our s t a f f  auditor discovered 
that a $222  , 290 general p l a n t  structure was omitted from t h e  merged 
common p l a n t  accounts. According to the a u d i t  report, Exhibit No. 
131, that facility, located in the Lehlgh Utilities (Lehigh) 
service area, evidently serves E O P ~  general purpose in the tehigh 
LP gas division. Lehigh's water, wastewater, and gas divisions, 
just like all. other  operating systems, receive a share o f  pooled 
general plant balances,  A s  the omission was an inadvertent  
mistake, the auditor proposed an edjuatment that  would include this 
general p l a n t  i t e m  with a l l  other pooled general plant. 

I n  its brief, OPC contends t h a t  a gas plant account should not 
be allocated t o  water and wastewater utilities. We do n o t  agree 
with OPC'e perspective. General  p lant  facilities that primarily or 
exclusively serve water and wastewater systems are pooled f o r  
allocation to the gas systems. The subject p l a n t  item her8 should 
not  be s i n g l e d  o u t  for separate treatment. Based on average t e s t  
year balances, w e  have  increased general plant  by $221,662, 
accumulated depreciation by $77,178, and depreciation expense by 
$5,542. Consistent with the a l i o c a t h n  treatment applied in this 
case, general plant Items are a l l o c a t e d  to each system's rate base 
in direct proportion to each system's relative number o f  customers. 

ULQCATION OF L!BUC DEFE RRED ThX REIJQ&U T 0 CIAC 

The utility included 60me debit deferred t a x e s  in rate base. 
This Commission allows debit: deferred t a x e s  to be inc luded  i n  rate 
base only when said amounts relate to CIAC collected uithout gross- 
up charges,  l . e . ,  where t h e  utility makes an investment i n  t h e  
taxes paid on the C I A C .  See Order No. 23541, issued October 1, 
1990.  

The u t i l i t y  allocated debit de ferred  t a x e s  r e l a t e d  to CIAC on 
t h e  b a s h  of the sys tems '  1991 CIAC activity. Although w e  th ink  
t h a t  allocating on the  basis of C I A C  activity is reasonable,  w e  do 
not  belleve t h a t  a l l o c a t i o n  on t h e  b a s i s  o f  1991 C I A C  activity i s  
appropriate because 1991 does not appear to be representative o f  
taxable CIAC a c t i v i t y .  

According t o  Late-filed E x h i b i t  No. 1 4 1 ,  several systems had 
no taxable CIAC a c t i v i t y  af ter  1986, t h e  year sect ion 118(b) of the 
Internal Revenue Code (IRC) #as anended to make a l l  C I A C  taxable. 
The utility did not  allocate any defetred taxes to these systems, 
and we agree there should be none now. I~OWQVB~, Lata-filed Exhibit 
No. 141 a l s o  indicates t h a t  several systems had taxable C I A C  
activity after 1986, but, according to t h e  MFRs, Volume I, Book 2 
of 4 ,  pages 4 - 3 0 ,  those eystems had no taxable ClAC activity i n  
1991. Since there uaa no taxable CIAC activity for those systems 
in 1991, the u t i l i t y  d i d  n o t  a l locate  any deferred taxes  to those 
systems. We do n o t  believe that this allocation is equitable, and 
we conclude that 1991 is not representative. 

The systems that had taxable CIAC activity should have 
deferred taxes related to CXAC allocated t o  them. Late-filed 
Exhib i t  No. 1 4 1  indicates that most of the systems have had some 
l eve l  of taxable CTAC a c t i v i t y  s i n c e  1986. We have, there€ore, 
allocated CIRC-related deferred taxes to the various systems on the 
basis of  taxab le  CIAC a c t i v i t y  since 1986.  A s  a result, defarred 
taxes  have been allocated to the fallowing systems to which the 
utility allocated none: Bay Lake Estates, Daetwyler Shores, 
Fisherman's Haven, Friendly Center, Imperial Mobile Terrace, 
Kingswood Manor, Palm Terrace, Pine  Ridge Estates, Salt Springs,  
Samira Villae, Skycrest, St. Johns l i ighlands, Stone Mountain, 
Nindsong, and Zephyr Shores. We have changed only the utility's 
method of allocating deferred taxes related to CXRC i n  ACCOUII~ 190. 

ELATED TO QPEBs -RED INCOME T W S  R B 

OPC witness Aontanaro testified that the application of SFAS 
106 would create a t a x  t i m i n g  difference unless a corporation funds 
its post-retirement plan using a tax-advantaged fund.  Ms. 
Hontanaro further s t a t e d  that if SPAS 106 is adopted f o r  ratemaking 
purposes, booked t a x  expense w i l l  be less than t h s  t a x  payable 
amount, resulting i n  a d e b i t  deferred t a x .  The debi t  deferred 
taxes,  she stated, should o f f s e t  zero cost deferred taxes.  

Later in this Order, w 0  adopt SFAS 106 for ratemaking purposes 
in this cage and remove from rate base the unfunded liability of 
the Utility's SFAS 106 obligation. A s  a result, debit deferred 
t a x e s  ara created which, we agree, should offset zero cost  (credit) 
d e f e r r e d  tax(ee.  Volume 1, Buuk 2 o€ 4 ,  pages 4-30, of the n ~ R s  
indicates that for SSU, d e b i t  deferred taxes  from a l l  sources 
exceed c r e d i t  deferred t a x e s  from all sources. Therefore, w e  f i n d  
it appropriate t o  allocate debit deferred t a x e s  related to O P E B s  to 
the rate bases of the  systems based on relative customers. 
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TRERTREHT, OF VNFUNDEU W T Y  FOR O P m  

Witness Gangnon s t a t e d  that SSV i n t e n d s  to fund its SFAS 106 
obligation because it does not want the liability reported on i t s  
balance sheet and because funding ensureB that t h e  money will be 
used for its intended purpose. In its,brief, OPC contends that t h e  
unfunded liability should be treated a8 a zero coat eource of 
c a p i t a l  and that t h e  Commission should reduce rate base. 

We note from the MFRe t h a t  SSU has no speciffc p l a n s  to fund 
the SFAS 106 obligation and that SSU 1s in tne prucess of f ind ing  
a funding method. He also note that funding for OPBBe l a c k s  the 
t a x  advantagas of funding for pensions. In both  the United 
Telephone and Florida Power rate casefi, the unfunded SPAS 106 
liability reduced working capital and therefcre, rate bnse. See 
Orders Nos. PSC-92-070a-FOP-TL, pp. 39-40 and PSC-92-197-FOF-EI, p. 
25 .  He believe that the unfunded liability should reduce rate base 
because SSU'a f u n d h g  plans are unclear. Therefore, we have 
reduced water and waateuater rate barren by ".hc amount of the 
unfunded liability. 

S TIOU ADJUST M B  

fn its b r i e f ,  OPC argued that t h e  utility should be required 
tu make a negative acquisition adjustment to its rate bass. I n  
support of its position, OPC stated, "The Commfssion can n o t  ellow 
a raturn 011 Jnveztrnent which WUB not  actually made h providing 
utility service to customers." 

OPC d i d  not  sponsor or solicit evidence on the record t end ing  
to show that any specific negative acqui~ition adjustmsnt(s) should 
be made. It is our policy to disallow posit ive or negatlva 
a c q u i s i t i o n  adjustments unleaa extraordinary circumstances exist. 
Ha such circumstances were shown. Th~refore, based on the 
foregolng, we have made no acquisition adjustment to rate base. 

I H G  CAPITAL 

I n  it6 M P R s ,  t h e  utility used the formula method (om-eighth 
of annual operation and maintcnaoce expenses) to c a l c u l a t e  a 
working capital allowance. This calculation comports wi th  Rule 25- 
30.437, Flor ida  Adrninlstrative Code, which incorporates and 
requirss the u6e of Form PSC/WAS 17 Hinirnum Filing Requirements for  
class A and B ut i l i t ies .  T h i s  form's instructions s t a t e  t h a t  t h e  
utility should c a l c u l a t e  working c a p i t a l  using the formula method. 
0 
0 - g 
M 

Tn i t s  brief ,  OPC argues that  in tho absence of an acceptable 
ahowing of working capi ta l  c a l c u l a t e d  by the balance sheet mathod, 
working . c a p i t a l  should be $ 0 .  However, OPC d i d  n o t  sponsor or 
solicit  any evidence in t h e  record disputing $911'6 use of the 
formula method. Therefore, ne f i n d  that the  allozdnce for notking 
capital shall be establ ished in accordance with the formula 
approach, 

Based on our adjustments t o  operation and maintenance 
expenses, working capi ta l  allowance8 are approved as shown in the 
individual system schedules attached hereto: Schedules N o s .  2-A 
for water systems, Schedules Nos. 2-B €or wastewater systems; and 
adjustments on schedules Nos. 2 - C .  

-FAR UATE DASES 

Based upon our decisions and adjustments discussed above, we 
f i n d  the appropriate test year rate bases are as shown i n  t h e  
i n d i v i d u a l  system schedules attached hereto: Schedules MQS. 2-A 
for water systems, Schedules Nos. 2-B f o r  wastewater systems, and 
adjustments on Schedules Hoa. 2-C. Totel water systems rate base 
is $30 ,064 ,565;  total wastewater nystema rate base is $19,486,775.  

Our calculation of the appropriate cost of  c a p i t a l  is depicted 
un Schedule No. 1-h, nnd our adjustment8 appear on Schedule Ilo. 1- 
D .  Those adjustments which are self-explanatory or which are 
essentially mechanical in nature are re€lected on t h a t  schedule 
without further d ~ s c u s s l o n  i n  t h e  body of this Order. The major 
adjustments are discussed below. 

ble Rate Debt  Cost of Yaria 

Tn i t 6  MPRs, SSU used 11.16% as the  cost rate for debt. Part 
of SSU's debt la variable rate debt with interest rates based on 
the prima rate, the London Interbank offered Rate ( L I B O R ) ,  the T- 
B i l l  rate, and other short-term i n t e r e s t  rates .  SSU witness 
Vierlma agreed that t h e  cost of c a p i t a l  set: i n  t h i s  proceeding 
should reflect current economic condit ions.  OPC, the  utility, and 
S t a f f  agreed that the cost of  variable rate d e b t  should be based on 
current interest rates. He agree that t k e  utilftyls c o s t  of 
c a p i t a l  should reflect current economic conditions. A t  the time of 
the h e a r i n q ,  the current prime rate was 6 . 0 0 t 1  the  current 30 day 
LKBOR rate was 3 . 2 5 % ,  and t h e  current T-Bill rate was 3.05%. Based 
on these ratesl we find the appropriate effective cost  rata  of the . 
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utility's variable rate long-term debt to be 5 . 4 7 %  and the overall 
cosl: of debt to be 10.31%. 

I n  the HFRs, the utility calculated the cost rata €or deferred 
investment t a x  credits (ITCs) based on the weighted cost rate of 
long-term debt, preferred stock and common stock. D e l t o n n  
Utilities, Inc .  (DUI) and U n i t e d  F l o r i d a  Utilities (UFU) which 
inergad with SSU in 1991, had elected XTC treatment under the 
Internal Revenue Code (IRC) , Section 4 6 ( € ]  (1) , which allows zero 
cost or rate base reduction v i t h  amortization below the line. SSU 
made i t a  election under IBC section 4 6 ( f )  ( 2 )  which allows weighted 
cost  of investor funds ,  if included i n  capital s t r u c t u r e ,  and 
amortization above the line, The record does n o t  reflect the ITC 
treatment: selected b y  SSU prior  to its acquisition by HPhL in 1984. 

In a later portion of t h i s  Order, we have determined that t h e  
appropriate c a p i t a l  structure ia a total company c a p i t a l  structure. 
Thus, we find i t  appropriate t o  aeaign a weighted average cost rate 
to the reconciled, unamortized XTC balance included in that total 
company capital structura which recognizes the  elections of DUI, 

. UPU and SSU. Accordingly, w e  f i n d  the appropriate cost rate for 
deferred ITCs to be 2 . 2 2 % .  

Uaferred Income Taxes 

The amaunt a €  our adjustment to accumulated deferred Income . 
taxes  is based on the resolutfon of other issues i n  this case. 
Based on the record, w e  f i n d  t h a t  t h e  appropriate amount of net 
accumulated deferred lncomo taxen is a debit  balance to be included 
i n  rate base.  The allocation t o  rate base i c r  addressed in an 
earlier portion of this Order. Our adjustments to deferred income 
t a w 6  are shown by system on Schedulec N o s .  2-A and 2-B, attached 
t o  t h i s  Order. 

Fhort-term Debt 

I n  its M F R s ,  the utility did not  include short-term debt i n  
t h e  capital structure. However, short-term debt fs i n c l u d e d  in the 
capital structure filed in the MPRs for the utility's pending r8te 
application for its Marco Island systems i n  Docket No. 920555-WS. 
When asked to explain this apparent diecrepancy i n  the c a p i t a l .  
structures, utility witness V i e r h a  testified that the short-term 

included in the Marco Is land rate case was issued i n  1992, s r the c o n c l u s i o n  of the 1991 historic test year used i n  this 
m e e d i n g .  Since this short-term d e b t  was n o t  issued u n t i l  after - 
cbl oa 
w 

t h e  test year, we f i n d  the utility correctly excluded short-term 
debt from t h e  c a p i t a l  structure. Accordingly, we have made no 
adjustments to the c a p i t a l  structure to include short-term debt. 

--term Mortaaae Bonds 

OPC raised the issue of whether t h e  interest rate on the long- 
term mortgag%- bonds should be reduced from the 15.95% fixed rate to 
what would be a reasonable rate had the bonds been refinanced. In 
its br ie f ,  O W  argues that it i s  the failure of  the utility t o  take 
the high coet of debt into consideration in the negotiation of the 
purchase price t h a t  i 8  really at issue here, not the  high cost of 
debt  itself. The utility argues that i f  t h e  insue i n  not the coet 
of debt but t h e  purchase prfce, then the adjustment would be more 
appropriately addressed ln the acquisition adjustment issue and not  
in the cost of debt issue. We find no 
evidence in t h e  record t o  support OPC'S position. In Harco Island 
Utilities v. Public Service Commission, 566 So.2d 1325 (1st DCA 
1990), t h e  First District Court of Appeal he ld  that where there wea 
no basis i n  the record for the Cornisdon to dieregard the 
provision that the bonds could n o t  be refinanced, "it was incumbent 
on the Commission to view t h e  bond-financing transaction as being 
fixed i n  i t s  terms without an opportunity Eo renegotiate for a 
lower interest rate." a. at 132s. I n  the instant case, utility 
witness V i e r h a  testified that the bonde cannot be refinanced. W O  
f i n d  t h a t  the &rc o X s W  case clearly controls in t h i s  instance. 
Therefore, it would be inappropriate for t h i s  Commission to assign 
a n o t h e r  debt cast to the $ 2 2 , 5 0 0 , 0 0 0  of fixed-cost mortgage bonds 
for the reasons raised by OPC. Accordingly, we have made no 
adjustments to  the c o s t  of debt capital tor the long-term mortgage 
bonds. 

We agree with the utility. 

Overall  Cost of c a o i t a l  

Based on the adjustments dlscussed above, we have calculated 
t h e  appropriate overall cost of capftal  by using the utility's 
total company capital structure, as adjwted.  The components, 
amounts and cost rates assoc ia tad  with t h e  c a p i t a l  structure are 
shown on Schedule 1-A; our adjustments are shown on S c h e d u l e  1-B. 
Based on the current leverage formula determined in Order No. PSC- 
92-0686-?0F-WS, issued J u l y  21, 1992, the appropriate cost rate for 
equity is 12,14% with  a range o f  p l u s  or minus  100 basis p o i n t s .  
Based on the foregoing, we f i n d  t h e  appropriate weighted average 
cost of c a p i t a l  to be 1 0 . 6 7 1 .  
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o u r  c a l c u l a t i o n s  of net operating income are depicted on 
ScheBulss  N o s .  3-h for the Qatar systems arid on schedules N o s .  3-B 
for the wastewater systcns. Our adjustmenta are itemized on 
Schedules  Nos. 3-C.  A 1 1  o f  t h e  foregoing schedules are grouped by 
system, i n  alphabetical order. Those adjustments which are s e l f -  
explanatc-y or which are essentially mechanical in nature are 
reflected on those schedules without further discussion i n  t h e  body 
of t h i a  Order. The major adjustments are diecussed below. 

TS TO ADMItlISTRATIVE M D  GENERhL iBhGl  EXPENSES 

what follows fs a dfscusaion of issues pertaining to S S U ' s  A&G 
expenses.  

In i t s  MFRs, the utility included $ 9 1 4 , 5 7 4  for SPAS 106 
re lated ( O P B B )  expenses. This amount represented L e h i g h  ' 3  sharo  o f  
a total of $ 1 , 4 3 5 , 4 6 3  o f  SFAS 106 expenses requested. Utility 
xitneas Gangnon testifled that the utility Wished t o  f u l l y  fund its 
SFAS 106 expenses, and he explained t h a t  the failure to provide for 
these expensea w i l l  negatively impact t h e  utflfty's ability to 
obtain the lowest c o s t  financing, s i n c e  investors and landers will 
be confronted w i t h  significant unfunded 1 1 8 b i l l t h S  i n  the absence 
of 8UCh recovery.  The utilityla adjustment tu expensos to reflect 
SFAS 106 implementation fa  a pro forma adjustment as SSU d i d  not  
incur SFAS 106 oPW3 expenses during the test year. 

SSU witness Gangnon testified that this Commission shou ld  use 
SFAS 106 for ratemaking purposes. He further t e s t i f i e d  that  the 
OPE0 expense shol i ld  be recovered as employees earn  them, and t h e  
OPER expense should be paid by the  ratepayers for whom the employee 
i s  performing services rather t h a n  by future ri.te:)i- erg.  Mr. 
Garignon testified that, although the utility will adopt a SFAS 106 
plan i n  i993, SFAS 106 should be used t o  calculate OPEB expense in 
this rate case because it i 6  a kriown cost t h a t  will be inciirred 
be€ore f i n a l  rates i n  this docket become effective. 

E x h i b i t  Nv. 38 ig t h e  transcript of and late-filed exhibits 
for NK. GangnOII's deposiifon. A t  h i s  deposition, Mr. Ganqnon 
testified that h e  d i d  n o t  know the fol lowing:  how long SSU haB 
ofrered WEBS; whether the t ,r!ef i ts  tiad i n c r e a s e d ,  decreased, or 
stayed t h e  same; and t h e  number of employees enrolled i n  the 
benefits p l a n .  The  t r a n s c r i p t  also reveals thit .  Mr. Gangnon was 
riot familiar w i t h  the pollcy reasons f o r  SSU'a decis ion to provide 

Q 
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t h 8  OPEBs requested i n  the HFRs. The late-filed exhibits attached 
to th8 deposition indicate t h a t  SSU informally offered OPEBe 
beginning i n  the early 1980's and t h a t  a f o r m 1  OPEB policy was 
adopted on January 1, 1991. 

OPC witness Montanaro testif i ad  that w e  should use the pay-as- 
you-go method, not SFAS 106, to calcuiate W E B  expense for t h e  
following reasons: 1) SSU may restructure its benefits plan to 
reduce costs in the future; 2)  SFAS 106 calculat ions are 
-unreliable; 3 )  t h e  application o f  SFAS 106 reassigns the costs of 
prior periods to current ratepayers; 4) future ratepayers will 
enjoy the benefits of r e l i a b l e  c o s t  est imates and cost containment 
measurementaj and 5) there is no asaurance t h a t  funds collected 
through rates will actually go to pay benefits. 

In rebuttal, 6SU w i t n e s s  Gangnon t e s t i f i e d  that, while SPAS 
106 cost estimates cannot be exact ,  the est lmates are based on 
carefully researched assumptions and the costs are reasonable. In  
addition, he t e s t i f i e d  t h a t  the accumulated OPEB obligation t h a t  
exists today was incurred i n  providing utility service to preserit 
and previous customers, unl ike  the pay-as-you-go method which does 
n o t  match the  customer who pays the costs with the customer who 
incurs the cost . 

We f i n d  it appropriate to use SFAS 106 for ratemaking 
purposes. SFAS 106 allows the matching of OPE8 costs with the 
period in which the employees are working nnd eatning the b e n e f i t s ,  
whereas the pay-as-you-go method does not allow such matching. 
Further ,  w e  believe the u t i l i t y ' s  est imated expenses are based on 
reasonable assumptions and c a l c u l a t i o n s .  Our conclusion is 
consistent with our decisions in other recent rate casee. See 
Orders Nos. PSC-92-0708-FOF-TL8 issued July  2 4 ,  1992, and kSC-92- 
1147-FOF-EI, issued October 22, 1992. 

In determining the appropriate amouiit of the OPEB expense, we 
examined the coats of the various plans SSU considered, the 
discount rate ,  and the capitalized amounts. He have made several 
adjustments, discussed below. 

First, ue have substituted the lowest cost OPED plan SSU 
considered to calculate the OPEB expense.  We base this d e c i s i o ~  on 
t h e  following: witness Gongnon'rt testimony that S S U  is considering 
severa l  p r o p s o d  pfan6 contained i n  i t 6  a c t u a r i a l  study; t h e  
irtconsistencies i n  w i t n e s s  Gangnon's testimony; witness Gangnnn's 
s c a n t  knowledge of the  policy behind, a5 w e l l  as t h e  mechanics  o f ,  
the utility's SFhS 106 request; OPC witness HOntanarO'6 testimmy 
t h a t  there I s  an o v e r a l l  trend to reduce OPEB costs; and OPC 

* '  
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witness Montanaro's specific testimony that S9U may reetructura its 
benefits plan to reduce costs in the future. Accordingly, we have 
used the utilltyts Proposed Plan 2 to determine the appropriate 
SFAS 106 costs.  The utllity'e annual n e t  periodic cost  of t h i s  
plan is $ 7 3 0 , 7 9 3 .  

We have also increnssd the diacount rate from 0 %  to 8 . 2 5 % .  
OpC witness E l o n t a n a r o t e s t i f i e d t h a t  the appropriate rate should ba 
SSU's cost of capital. Utility witness Gangnon testified that the  
use of a discount rate for ratemaking that differs from the 
discount rate used for financial reporting unnecessar i ly  
complicates an already complex iaeue. 

Regarding the selection of an appropriate discount rate, SFAS 

[EJmployers shall look to rates of return on high-quality 
fixed income investments currently available whose cash 
flows match the t h i n g  and amount of expacted benefit 
payments. 

106, 9 31, states the following: 

l ased  on this provision of SFAS 106, we have n o t  used the utility's 
cost of capital as the discount r a t a .  However, w e  find an AA-rated 
u t i l i t y  bond rate of 8 . 2 5 %  i s  the appropriate dhcounk rate to use 
for SSU. AA utility bonds are high quality, fixed income 
securities, and 8 . 2 9 %  is c lose ly  in l i n e  wi th  the M utility bond 
y i e l d .  Accordingly, we have reduced the net periodic cost from 
Proposed Plan 2 by 4 . 8 2 5 %  and made a corresponding reduction in the 
OPEB cost Irom $730,793 to $697,155. 

Our third adjustment concerns the c a p i t a l i z e d  portion of the 
SPAS 106 costs. During t h e  test year t h e  u t i l i t y  capitalized 
approximately 18.025 of its sa lar iee .  utility witness GangnOn 
t e s t i f i e d  that a reduction to OPEB expense i a  appropriate for t h i s  
reason. I n  its brief ,  SSO agrees that 18.020 of SPAS 106 costs 
should be capitalized, but it also contehda that the capitalized 
amounts should be included in rate base. The OPEB expense is a pro 
forma expense, but we believe i t  appropriate to capitalize 18.02% 
of the SFAS 106 costs. 

Based on tho foregoing, we f i n d  the appropriate total OPE3 
expense amount to be $410,515, which we have allocnted to t h e  
various water and wastewater systems. 

On cross-examination, u t i l i t y  witness Gangnon testifled that 
nce the utility will not begin accruing post-retirement benefits 6 il 1993, no portion of that pro  forma adjustment should be added - 

We address rate b a s e  augmentation below. 

70 
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to plaht  built in 1991 or before. However, on redirect, Mr. 
Gatignon agreed t h a t  t h e  excluded portion should be added t o  rake 
base to permit recovery of the full cost of post-retirement 
b e n e f i t a .  Utility witness Ludsen stated t h a t  the 18.02% portion 
related to construction should be considered general plant and 
allocated among the various aystems based on re la t ive  customer 
numbere. 

The utility's requested proviaion for an added element of 
general plant as a representative sum, a surrogate for Cost6 to be 
incurred i n  later  years, is denied. Since accrual of these post- 
retirement benefits will not commence until 1 9 9 3 ,  plant  b u i l t  
before that  time could n o t  possibly include t h i s  incrkmental cost .  
Conceptually, t h i a  incremental increase for employee benefits ia no 
different than a wage increase ,  and we certainly would not allow an 
increaae i n  t e s t  year p l a n t  to account for a potential increase in 
employees' wagea after the keet  p a r .  Therefore, recovery of 
subsequent construction costs should be considered when plant 
additions are placed i n  service. 

OPC questioned whether S F ~ S  requires the  utility to incur 
expenses It would not otherwise incur .  Clearly, the application o€ 
SFAS 106 does no t  a l t e r  the ultimate amount of OPED costs. It only 
chanqea the reporting period i n  which such costs are recognized due 
t o  t h e  change In t h e  accounting method: from pay-as-you-go 
accounting to accrual accounting. He conclude that SFAS 106 does 
iiot require the utility to incur OPEB coats. However, as stated 
above, we believe t h a t  the  accrual accounting for such costs is 
appropriate. 

OPC also  questioned whether SSU's OPEB obligation was certain 
enough to j u s t i f y  SSU's recovering t h e  expenses,  I n  its brief, OPC 
argued that this Commission has a statutory obligation to determine 
whether an identified expense will actually be incurred prior to 
allowing t h e  expense. OPC asserts that SSU'S SFAS 106 obligation 
may be smended during the period of t h e  that the rates set in t h i s  
case W i l l  be in effect. Therefore, OPC contends, SSU's OPEB 
o b l i g a t i o n  is not certa in  enough t o  be the basis for an expense 
allowance. SSU w i t r i c s s  Gangnon testified that  the utility's OPEB 
obligation is c e r t a i n  enough to justify expense recovery since the 
expense wag calculated according to SFAS 106 and since the 
Commission has adopted this methodology for estimating OPEB expense 
In other cases. 

OPC witness Montanaro testified that SFAS 106 ca lcu la t~ons  are 
inherently unreliabie and that the estimates are volatile. SSU 
ni tness Gangnon testiried that  w h i l e  SPAS 106 c o s t  estimates cannot 
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be exact,  t h e  estimates are based on carefully researched 
essumptions and result in a reasonable cost. 

Above, we determined t h a t  estimated OPEB costs are acceptable 
for ratemaking purposes if the eetimatea are based on reasonable 
assumptions, and we made several adjuabents  to the utiliky's 
requeeted level of CPEB expantle. Therefore, we believe that with 
these adjustments, the utility's OPEB obligation is appropriate for 
determining a reasonable SFAS 106 expense allowance. 

In its MFRs, SSU proposed to amortize the transition 
obligation of Its  SFAS 106 expense. OX witness Montanaro 
testified that the amortization of the trans i t ion  obligation 1s t h e  
utility's request to recover expenses incurred i n  prior periods 
from current ratepayers. 

We bel ieve  t h a t  the amortlzatlon of the transition obligation 
is a necessary component o€ the  utilityls SFAS 106 expense and i s  
necessary for t h e  t r a n s i t i o n  from pay-as-you-go accounting to 
accrual accounting. We have ruled on a similar issue in tha recent 
Florida Power rate ca8e. O r d e x  Na. PSC-92-1197-FOP-E1 states: 

The transition obligatfcn represents the present value of 
benefits to be paid In the f u t u r e  and the  amortization of 
the transition obligation allocates t h e  present va lue  of 
those  future benefits to a 2 0  year period In the future. 
Under pay-as-you-go accountfng, there will always be a 
mismatch between the tima an employee earns post- 
retirement benefits and the time the company recognizes 
t h e  cost of those b e n e f i t s .  Even with tho amortization 
of the transition obligation, SFAS No. 106 is clcser to 
achieving intergenerational e q u i t y  thnn the pay-as-you-go 
method. 

Order Ho. PSC-92-1197-FOF-E1, p .  12. Since t h e  utility w i l l  
implement SFAS 106 in 1993, it W i l l  n o t  incur the transition 
obligation bmfore 1393. 

In consideration o f  the above, we finu t h t t  t h e  t r a n s i t i o n  
adjustment is not  a request to recover expenses incurred iF prior 
p e r i o d s .  SFAS 
106 obligation, and, as discussed earlier f n  this Order, :F,ZS 106 
matches the expense to the period i n  which the employee earns  the 
benefit. 

Pfnally, we approve of t h e  stipulation which t h e  p a t t i e s  
O r e a c h e d  a t  the f i n a l  h e a r i n g  that $32,806 i n  pay-as-you-go expenses 

Rather it is a necessary component o f  the utilit.': 

Q - 

be removed since w e  have adopted SFAS 106. I n  addition, W e  have 
also removed t h e  utility's 3.639 inflation augmentation to the  pay- 
as-yourgo amount. 

GAIN ON SALE OF TWO SYSTEMS 

The utility sold t h e  St. Augustine Shorea water and wastewater 
utility division to  S t .  Johns County i n  August, 1991, as a result 
of condemnation by St. Johns county. St. Augustine Shorea was not 

SSU sold a portion of the University 
Shores wastewater system before the test year. OPC witness  
DIsrnukea t e s t i f i e d  t h a t  the gains on the s a l e s  of these Bystems 
s h o u l d  be recognized to the benefit of u t i l i t y ' s  customers by 
treating an amortized p o r t i o n  of the  gain as above-the-line test 
year revenue. DPC ala0 recommends that the unamortized portion of 
the gains reducz rate base. 

' regulated by t h i a  Cornmiasion. 

ELLAW&- 

OPC witness Disrnukeo testifled that according to MP&L's Annual 
Report, t h e  net  a f t e r - t a x  g a i n  associated with  SSUla sale of 6t. 
Augustine Shores (SAS) was $ 4 . 2  raillion. Us. Dismukes proposed 
that ssil share a portion of the gain on t h i s  sale with  i t s  
customers. In support of her proposal, Ms. Dismukes testified t h a t  
a d d i t i o n a l  cost6 are being borne by th8 remaining Commission- 
regulated systems because those systems are ebsorbing the general 
plant costa and administrative and gensral expenses t h a t  would have 
been allocated to SRS had It not  been sold. She contended that 
since S S U  has persistently argued in the past that i t s  acquisition 
of small water and wastewater systems is beneficial t o  the 
C U S t O I n e r 6 ,  t h e  gain on the sale should also be shared with the 
customers. Ms. Dismukes also asserted that in past proceedings, 
this Commission has required utilities to share  w i t h  ratepayers the 
gain on the sale of  u t i l i t y  property. 

Ms. Dismukes recommended allocating a portion o f  t h e  gain on 
the  aale of SAS on t h e  b a n i 6  o f  relative customers: $1,932,332 to 
the waEer sys tems  and $668,304 to t h e  wastewater systems, The 
g a i n ,  she stated, should be amortized over four years so t h a t  the 
adjustment to increase test year above-the-line income would be 
$ 4 8 3 , 0 8 3  for water and $167,076 €or wastewater. Ms. Dismukes 
testified t h a t  she would allow a portion of the  g a i n ,  $118,162, to 
be kept by the stockholders. 

Hs. Dismukes proposed an alternative to sharing and amortizing 
the gain for SAS (and university Shores, discussed below). She 
recommended removing the associated dollars from the equity portion 
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of SSU'e capital s truc ture ,  which would reduce the utility's e q u i t y  
ratio and overall c o s t  of capital. 

Utility witness Sandbulte testified that Ms, Dismukes' 
proposal should be rejected because SSU'6 remaining ratepayers 
c o n t r i b u t e d  nothing to S S U ' 6  rekovery of i t s  investment i n  the SAS 
w a t e r  system and they bore none of the risk of loss. He testified 
that the condemnation of tha SRS system involved no t  only the sale 
of SSU's assets, but the loss of customers and revenues as well. 
Mr. Sandbulte opined that Us. Dismukes' theory wan illogical. 
According to her theory, the utility would be permitted to retain 
only that portion of t h e  condemnation gain equhl to t he  common 
costs which would have been allocated to SAS's  customers. PIr. 
Sandbulte continued, 

If the only adverso Impact on SSU's  remaining customers 
i s  the allocation to them of the portion of t h e  common 
costs that would have been allocated to St. Augustine 
shores1 cwtomers, then SSU's remaining customers can be 
made whole by requiring Southern States to absorb t h i s  
portion of the common c o s t a .  Hs. Didmukes' rationale 
supports no further adjustment than that. However . . . 
the suggestion t h a t  SSU'S remaining customers are 
entitled to benefit from t h e  condemnation gain based 
solely on the condemnation's impact on common cost 
allocations is without merit. 

Mr. Sandbulte a160 disputad Ms. Oismukes' alternative 
recommendation that the dollars associated with  t h e  g a i n s  from the 
sale of ShS (and University Shores) be removed from SSU's  capital 
structure, thus reducing t h e  utility's overall equity r a t l o .  H e  
testified Chat t h e  proceeds derived from the  condemnatfans have 
been retained by SSU a s  equ i ty  and deployed for utility purposes. 
Be contended that the capital rightfully belongs to ssu and its 
shereholders, and SSU should not: be penalized for  devot ing  t h i s  
c a p i t a l  to its other utility sys tems .  

The utility cross-examined Ms. Dismukes regarding infurmation 
i n  Exhibit No. 128. This e x h i b i t  shows that t h e  number of SSU 
custorpers for t h e  1991 historfc year, lass ShS's customers, was 

~ 1 5 8 , 5 9 4 .  With S A S ' s  customers, the total 16 163,105. Tlius,  
accord ing  to the exhibit, SRS's customers represent 2.8134% of the 

I t o ta l .  Total customer and administrative and general expenses 
' reported for the test year were $9,060,797. Ns. Uisrnukes 

knowledged that 2.81341, or $254,917,  of the $ 9 , 0 5 0 , 7 9 7  to ta l  
However, 

Dismukes disagreed with t h e  suggestion that these costs would 
4 Id have been allocated to SAS had it not  been sold. 
*- .--- 
?- - w  
OI 
;4t 

have been offset by SSU'a acquisi t ion of and ellocation of Cost8 to 
Leh igh 

In i t s  brief, 6sU smphasiaes that the Commission should not 
accept OPC'S rat ionale  to give sSU'B remaining customers the 
benefit of some $2 million of t h e  gain because the same customers 
may theoretically bear an additional $254 ,917  In common costs, 

sitv Shores 

ns. Dismukes testified t h a t  during the test year the utllity 
received a pre-tax gain of $224,703 aaaociated w i t h  condemned 
property a t  the University Shores wastewater  yete em. She continued 
t h a t  in response to OPC'B Interrogatory no. 1131 t h e  utility 
indicated that  the property was previously included i n  xate base as 
100% used and ueeful property--paid for by the ratepayers. 
Therefore, she concluded, the gain should be shared with the 
ratepayers. Ms. Dismukes advocated moving 9 B I ,  or $141,120, of the 
$ 1 4 4 , 0 0 0  aEter-tax gain above t h e  l ine ,  leaving the remainder to 
SSU's stockholders. S h e  explained that  the percentage she would 
have the Commission give the stockholders was based on the 
percentage of SSU's efforts devoted t o  the acquisition and sale of 
various  water, wastewater, and gas systems. She proposed using a 
four-year amortization, SO the adjustment t o  test year net 
operating income would be $35 ,280 .  

Hr. Sandbulte testified t h a t  Ha. Dismukes' proposal should be  
rejected because neither the  customers served by University Shores 
nor SSU's remaining customers contributed to SSU's recovery of its 
investment i n  the condemned wastewater facilities. Further, 
neither the customers current ly  served by the University Shores 
wastewater  system nor SSU's remaining customers bore any risk of 
loss of the  utility's inveetment in the condemned f a c f l i t i e s .  He 
testified that the condemned University Shores wastewater  
facilities were not placed into service u n t i l  March, 1986. 
According to t h e  Utility'e HPRs, rata baee was last established for 
the twelve months ended June 3 O I  1979.  Hr. Sandbulte contended 
t h a t  the condemned U n i v e r s i t y  Shores facilities were ever included 
in rate base. 

€QnGl!!dz&m 

We agree w i t h  Hr. Snndbulte t h a t  customers who d i d  n o t  reside 
i n  the ShS service area did not contribute t o  recovery of any 
return on investment in the  SA6 system. Further ,  when this system 
was acquired by St. Johns  County, SSU's investment in the shs 
system and its future contributions to profit were forever lost .  
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Thus, the gain on the sale serves to compensate t h e  utility's 
shareholders f o r  the  loss oP future earnings. Arguably, i f  the  
s a l e  of this system had been accompaded by a loss, any suggestion 
t h a t  the loss be absorbed by the remaining SSU customers would be 
met w i t h  great opposition. However, t h e  rational% for sharing a 
loss  ic basically the same as the rationale for  sharing a gain. 
Since  SSU's remaining customers never subaidizsd the investment i n  
the SAS systemr they are no more e n t i t l e d  to share in the  g a i n  from 
that sale than they would ba required to absorb a loss from it. 

However, Hr. Sandbulte seemed to concede that some element of 
admfnistrative costs previously incurred t o  manuge the ShS syetem 
persisted i n  the pool (I€ common expenses to be allocated in t h i s  
procaeding. H% testified t h a t  the only possible adverse impact on 
the remaining SSV customers i s  Chat they will bear t h a t  portion of 
cammon costs that would have otherwise been aeslgned to the SAS 
~ y s t s t ~  if it had n o t  been Sold. As shown in Exhibit  No. 1 2 8 ,  S A S ' 6  
allocated share of A&G expenses under would have been $ 2 5 4 , 9 1 7 .  We 
have removed this amount from t h e  administrative expenses to  be 
allocated i n  this proceeding. With t!iis adjustment, the ratepayers 
i n  this proceeding are assured that  th8y w i l l  incur no expense 
related to o p e r a t i o n  of t h e  sold $AS system. 

He believe that the gain from t h e  sale should not be shared 
w i t h  SSU's current customers because the sold University Shores 
a s s e t s  were never included i n  SSU's r a t e  basa. 

We a l s o  cofiaider it inappropriate t o  remave either o€ the 
subject gains from SSU's  c a p i t a l  structkre because, as  Mr. 
Sandbulte testified, the proceeds have been retained as equity and 
deployed for utility purposes. If we made the proposed adjustment, 
it would penalize the utility In i t s  efforts  to properly maintain 
and improve its aystems. 

Bonuses 

In i ts  MFRs, SSU requested provision f o r  employee wages and 
cornpensat ion ,  i n c l u d i n g  an a l l o v a n c e  for bonuses. U t i l i t y  witness 
Sandbulte t e s t i f i e d  t h a t  bonuses are important because they h e l p  
the utility retain good employees by rewarding t h e m  for exceptional 
performance. Utility witness Phillips testified that 3n employees 
cou ld  qualify for a bonus hy b e i n g  one of t h e  ten employees covered 
by the bonus plpn or by being a n  employee not cwered by the plan ,  
but rendering extraordinary service. 

0 
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The salary provision in the MFBe assumes t h a t  the same number 
of pereons w i l l  qualify for the same amount of bonus money each 
year. W i l i t y  witness Ludeen stated that $ 4 7 , 4 9 0  for 1990 bonuses 
were paid i n  March of 1991 and were included i n  the administrative 
salaries. 

I n  its br ie f ,  SSU argues that the administrative sa lar ie s  It 
requested are reasot:;bie end that the  bonuses are appropriate. Tha 
bonuses, SSU contends, are beneficial to its customers and to  the 
shareholders by creating an incentive to achieve targeted results. 
ssu states that, s i d l a r  to its merit incentive payroll system, the 
bonuses provide continuing quality of performance incentives that 
result in tl higher quality a€ service and efficiencies for the 
utility's customers. Xn its brief, OPC argues only t h a t  a l l  bonus 
or a t - r i s k  compensation should be eliminated from test year 
expenses.  

We believe that  Incent ives  such a s  bonuses are useful in 
improving the performance of employees. Such improvement in 
performance w i l l  benef i t  the ratepayers,  a s  well as the  
stockholders. There  is no evidence that indicates that the overall  
amount of employee wages and compensation requested i o  excessive o x  
unreasonable.  Therefore, w e  f ind the utility's request for 
employee wagea snd compensation, including the $47,910 in bonuses, 
t o  be appropriate and we hereby approve it. 

I n  i t s  MFR8, t h e  utility requested a 5 %  pro forma allowerice 
far increased payroll costs .  Utility w i t n e s s  Ludeen testified that 
the increase is n o t  aimply an across-the-board salary increase. H e  
s t a t e d  t h a t  the increase reduce8 employee turnover, produces more 
skilled and experienced utility personnel, and improves job 
performance. He fur ther  testi€ied that  the wage i n c r e a s e s  include 
equity and licensing adjustments and education reimbursements. 
Employees i n  the  lowest ten pay grades are hired below market 
sa lar ie s ,  Mc. tudsen explained, and they are gradually given step 
increases as they  demonstrate an ability to f u l f i l l  the 
responsibilities of t h e i r  jobs. Hr. Ludsen teatified, and Exhibit 
uo. 411 confirms, that SSU's a c t u a l  payroil increase since the  test  
year and through July, 1992,  would be 5 . 3 4 % .  

M r .  Ludsen testified that each employee was evaluated 
individually to determine whether a merit increase wag epproprlate. 
On cross-examination witness Ludsen testified that 3 . 3 3 %  was t h e  
a c t u a l  merit increase and t h e  bonus portion was 0 . 7 5 % .  It h 
apparent from Exhib i t  No. 4 0  t h a t  e q u i t y  and licensing adjustments 
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and step increases  account for the remaining 1.26% of the 
adjustment . 

He believe t h a t  it is approprfate to allow a 4 . 5 9 % ,  rather 
than a 5% l n c r e a ~ e  in payrol l .  By this reduction, we have removed 
that portion of t h e  requested salary increase a t t r i b u t a b l e  to 
bonuses. Were t h i s  adjustment not made, the utility would recover 
bonuses in the test year payroll expenes and a second provision for 
bonusas In t h e  .75% factor. 

location of Lehiqh A&G E m e n  Bee 

In its NFRs, the u t i l i t y  proposed two pro forma adjustments to 
customer accounting and administrative chargee due t o  the 
acquisition of Lehigh. 

Utility witness Phfllips testified that the f i r s t  adjustment 
was needed to restore t h r e e  months of common expenses allocated to 
Lehigh in 1991 af ter  SSU acquired that system. Hr. Phillips 

' explained that the adjustment was necesaary 60 that prospectively 
' B f u l l  t w e l v e  months  of expenses would be allocated to Lehigh, 

rather than j u s t  three months, ae was the  case in t h e  test year. 
The impact of tide adju~traent was $ 7 0 , 0 8 2  to water and $ 2 4 , 2 3 0  t o  
wastewater. These amounts were poolad, l i k e  all other common 
expensse and general plant  costs, then allocated to SSU's gas, 
water, and wastewater systems baaed on the  number of customers 
served. 

Hr. Phillips testified t h a t  the second adjustment was needed 
to show t h e  a d d i t i o n a l  A&G expenses SSU will incur as a result of 
its acquisition of Lehigh on June 3 0 ,  1991. T h i s  adjustment was 
necessary, M r .  Phillips testified, t o  annualize the L e h i g h  customer 
accounting and administrative expenses. The adjustment increases 
h&G expenses for  the systems i n  t h i s  filing by a t o t a l  of $125,226 
for water and $43,310 for wastewater. 

Based on the above testimony, we believe t h a t  these 
adjustments are reasonable, and we approve them. 

u f l a t i o n  Fa- 

In i t s  application, the utility adjusted its operating and 
maintenance expenses other than payroll by a price i n d e x i n g  factor 
of 3.63%. U t i l i t j r  p i t n e s s  Ludsen testified t h a t  the requested 
prtce index adjustment would be available to the utility but for 
the dire financial circumstances facing t h e  utility which required  

enetal rate increase. MC. Ludsen testified that  he thought the 
a &  
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3 . 6 3 9  adjustment was reasonable. He stated that  in Order No, PSC- 
92-0136-FOP-WS, issued March 31, 1992, Docket No. 9200O5-WS1 the 
Commission recognized that  t h e  annual rate of inflation is 3.63%. 
In arriving at the 3.63% figure, he stated, the Commission relied 
on Information which impactB and will continue to impact S6U in 
1992. 

Mr. tudsen pointed o u t  that by the t h e  this Cornlesion 
establishes final rates In t h i s  proceeding, the  utility's historic 
annual expenses for the twelve months ended December 31, 1991, will 
be mors than thirteen montha old -and that the  utility will have 
forever lost tha ability t o  recover additional expenses associated 
with inflation s ince  March 31, 1992. Mr. Ludsen spined t h a t  SSU 
should not be penalized for its urgent need for rate relief, which 
virtually forced the utility to f i le  th is  ca-e based on a h i s t o r j c  
test year i n  an attempt to e l i m i n a t e  some of the controversy which 
pervaded Uocket No. 900329-WS. 

In its brief, OPC argues that SSU's requested Inflation factor 
is an attrition allowance, but the u t i l i t y  has failed t o  provide 
any evidence showing .it w i l l  experience attrition. OPC cltes  
Commission precedent in support of this argument: Order Ho. 17600, 
i s s u e d  Hay 26 ,  1987. In that order, the-Commission d i d  n o t  accept 
the utility's proposal to use a price index  mechanism i n  l i e u  of 
pro forma adjustments where t h e  utility made no showing attrition 
was present. OPC a160 contends that S 3 6 7 . 0 8 1 ( 4 )  ( a ) ,  Florida 
Statutos, defines t h e  price indexing mechanism as an entirely 
separate process from the rate case procedure and no provision 
e x i s t s  for combining the two processas. 

In  consideratfon of the above, we find that SSU w i l l  have 
experienced inflation during 1992.  ThErefOr8, w e  shall allow t h e  
3.63% inflation index. We note that Order No. 17600 i n d i c a t e s  that 
t h e  utility made no showing t h a t  it wae e n t i t l e d  to the inflation 
index .  That 1s not the case here, I!owever, to the extent  our 
d e c i s i o n  herein conflicts w i t h  our decision I n  Order No. 17600, we 
believe the change is justified in thin case. 

Meraer Exuenseq 

In i t s  HFRs, the utility included test year expenses of 
$11,640 associated w i t h  the  1991 merger of SSU, UFU, VGU, and DUI. 
SSU believes that the merger will r e s u l t  i n  future savings such as 
lower accounting fees and costs  of reporting. 

DPC witness Dismukes testified that these costs should be 
disallowed for the f o l l o w i n g  reasons: t h e  u t i l i t y  d fd  not recognlze 



OXDER NO. PSC-93-0423-FOF-WS 
DOCKET NO. 920199-WS 
PAGE 63 

ORDER NO. PSC-93-0423-FOF-WS 
DOCKET NO. 320199-WS 
PAGE 64 

any associated savings i n  t h e  test year;  there will be a mismatch 
between expenses incurred and the b e n e f i t s  to be derived as a 
result of the merger; and t h e  costa were non-recurring. Ms, 
Diarnukes testified t h a t  the merger expense should bo allowed only 
if t h e  expected savings are a150 recognized.  However, she could 
not cite any prior commfssion decis ion which a u p p ~ r t e d  her position 
on t h a t  point .  

U t i l i t y  witness Vierima t e e t i f i e d  that  the merger expenses 
ehauld nuk b e  disallowed because t h e  future savlr.gs were not known 
and measurable. WK. Vierima a l s o  t e s t i f i e d  that  expenses should 
n o t  be disallowed s imply  because they may be non-recurring. The 
merger costs, he emphasiecd, were prudent and reasonable, and 
dimallowing them would discourage the utility from seokirrg ways to 
streamline, Mr. Vierima a l so  contended that the merger costs Mere 
not necessarily non-recurring s lnce  SSU is act ive  i n  t h e  
acquisition of other utilities, so future mergers were probable. 

Although the utility anticipates that f u t u r e  merger costs will 
be incurred, when and how €reque:*tly such costs will be incurred 1s 
uncertain. However, there is no evidence in ",he record which 
indicates  that the test year merger axpensos were imprudently 
incurred. Therefore,  based on the foregoing. we find that the 
costa associated with the merger should be recovored over a five 
year period. Accordingly ,  w e  have reduced test year expenses by 
$4,312. 

of f i ce  c l o s i n q a  

OPC witness D i s m u k e s  t . e s t i F i e d  t h a t  SSir d i d  not reduce i t s  
Costs to reflect the consolfdation and closing of some of i t s  
customer service offlces. Because these conaol!dations occurred i n  
1992, she stated, certain expenses incurred during the test year 
would n o t  be lncurred i n  the  future and thersfore adjustments 
should be made to reflect the cost savings. Els. Dismukes 
calculated that the total annualized savinqe for t h e  office 
consolidations and closings was $ 7 0 , 0 2 4 .  

Utility w i t n e s s  Ludsen test?fied t h a t  reducing t h e  utllity'6 
test year  expense by t h e  projected savings From these 
consolidations wo3ld n o t  be appropriate because p o t e n t i a l  cost 
savings i n  one area of customer service expenses daes n o t  translata 
into an overall reduction to such expenses. In its br ie f ,  SSlJ 
argued that the adjustment proposed by CPC is not "known and 
measurable" and, thus, shollid not be made. 
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We do n o t  find t h e  utility's argument persuasive s ince  t h e  
utility i tself  provided OPC w i t h  t h o  a n t i c i p a t e d  savings from t h e  
closlnge and consolidations which Hs. Ofsmukes t e a t i f f e d  to. Based 
on t h e  record, we believe that a aavingn adjustment should be made. 
Accordingly, we find i t  appropriate to reduce common expenses by 
$70 ,024 .  

In-house Re mit tance  processing 

According to Exhibit No. 150, the utility purchased a computer 
recording device f o r  in-house procfssing c f  utility b i l l s  and 
ch;cks. T h i s  device, acc;:dfng to the exhibit, will perform Work 
previously done at SSU'a banks, at a possible savings of $ 7 9 . 7 9 8 .  

U t i l i t y  w i t n e s s  Kimball testified that expenses should not be 
adjusted for potential  savings because this CBSB ie based on a 
hlstorlc period and reducing expenses without adjusting €or known 
increases i n  costs is inherently unfair. she further testified 
t h a t  although the s u b j e c t  equipment was placed in service on 
December 9, 1991, it was not  booked until 1992. Thus, the  
equipment l e  not in rata baae. Ms. Ximball explained t h a t  the cost 
sav ings  estimate In E x h i b i t  No, 150  did not acoount for a return on 
the utility's irlvestment In the equiFment, deprec ia t ion ,  or labor 
costa for running the machine. MS. K i w l ! a l l  a l s o  explained that  
Cred i tB  which the utility's banks allcwed for remittance processing 
would be lost and, thus, SSU's banking chorgea would increase. 

In consideration of the above, we s h a l l  not  adjust expenses. 
Wa have considered Ms. Kimball's explanation t h a t  the cost savings 
may be difficult to q u a n t i f y  at this point. I n  addition, we 
recognize that  billing coats will escalate as a result of t h e  
utility's switching a l l  systems to a monthly cycle (hereinabove). 

I t l - I I O U S I  Mail PF mess inq 

Exhibit No. 1 5 0  a l so  shows that SSU e s t i m a t e d  t h a t  mailing 
Cost6 would be reduced by 5 . 0 2  per item by the utility's processing 
its mail In-house. We calculated a potential savinga of $12,125. 

Iiowever, aB d i s c u s s e d  previously, we have approved monthly 
b i l l i n g  f o r  a l l  systems, The utility argues i n  i t s  brief that  the 
changed b i l l i n g  cycles w i l l  increase i ts  costs  for postage, bills, 
and envelopes by $45,000,  but  it cites no svidecce supporting this 
figure. In consideration of the  change i n  the utility's billing 
cycle, WE believe that t h e  aforementioned calculation of 
anticipated savings i 6  no longer applicable. Accordingly, we find 
that no adjustment 1s appropriate for postage expense. 

..c 
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a z b e r  of Commerce Dues and Florida 
~ x b l i c  Rela tions As SociatiQn E XuenSBs 

In i t s  HFRs, SSU requested recovery of its chamber of Commerce 
dues and related expenses, totalling $1,843, as vel1 as expenses 
related to SSU and two  of its employees' membership i n  the Florida 
Public Relations Pssociation (PPRA), totalling $1,180. 

OPC's witness Dlsmukes t e s t i f i e d  that the Commission should 
disallow the utility's request to recover these expenses bacause 
the benef i t s  of these expenses flow to the stockholders, not  to the 
ratepayers. oPC also presented commission orders in which this 
commission has, i n  other cases, disa l lowed  such expenses. 

Utility w i t n e s s  Phillips testif led  t h a t  the Chamber o€ 
Commerce assisted i n  defeating t a x  proposals t h a t  would have 
effectively cost SSU's customers a minimum of $1,20o,000 in 1991.  
He also stated that the Chaiaber o€ Commerce 1s involved i n  h e a l t h  
care issues, workers' compensation costs and abuses,  and provides 
information on a timely baaia so that SSU'B position can be heard. 

Mr. Philllps testified that the FPXA provides services and 
programs dedicated to  improving t h e  professional competence of I t s  
members. The utility ha5 two employees who participate in the 
FPRA's activities and who have been able to share t h e  
communicatlons techniques they learned with other company 
person,;el, especially tha Speakers' Bureau, According to Mr. 
Phillips, the Speakem'  Bureau made more than 50  presentations in 
1991 regarding the  benefits of and techniques for general 
conssrvation and xeriscaping. 

Mr. Phillips e t a t e d  t h a t  the utility wished to change t h e  
Commission's view from previous cases that Chamber of Commerce dues 
benefit t h e  image of the utility, which benefit inures to t h e  
stockholdera and not the ratepayers. HR asserted t h a t  the b e n e f i t s  
o f  the Chamber of Commerce activities do flou t o  the ratepayers 
because they  assist In  holdfng down the cost of doing b u s i n e s s .  

Upon cross-examination, Mr. Phillips acknowledged t h a t  the  
ratepayers would bz paying for such a c t l v l t i e s  whether or not they 
supported t h e  position t a k m  by SSU or the  Chamaer oI commerce. 
Although SSU's  p r e s e n t a t i o n s  regarding water conservat ion  and 
xeriscaping a r e  commendable, we continue t o  believe t h a t  t h e  
benefits from the Stility's Chamber of commerce and PPRA activities 
flow to the s t a c k k s l d e r s  and not to the ratepayers. Upon - -ideration, we f i n d  it appropr ia te  to disallow the utility's 

c w s t  to recover i ts  Chanber of Commerce dues and re lated 
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expensefi, as w 0 l l  us the expenses ralatsd to its membership I n  the 
F P W .  

Professional A s s O C h t h n  Membershin Dues 

I n  its R F m ,  SSU included a request far professional 
association membership dues. In its brief ,  OPC argues  t h a t  an 
adjustment should be made to disallow those memberahip dues becausl  
they support the lobbying efforte of those professional 
aasocietions. A l s o ,  OPC argues that thate should be an adjustment 
to reflect a reduction in these inemberehip dues resulting from the 
consolidation of the SSU corporate structure. In its brief ,  the 
utility agrees that a $3,137 adjustment should be made to reflect 
t h e  membership dues savings r e s u l t i n g  fron the consolidation of  
ssu. 

The record does not contain any evidence suggesting that the 
balahce of t h e  membership dues is inappropriate. Therefore, we 
find it appropriate to disallow $3,137 in the  requested membership 
dues representing the  savings resulting from t h e  consolidation of 
t h e  SSU corporate structure. 

savihas Plan Audit  

OPC w i t n e s s  Dismukes testified t h a t  a portion oP Price 
Waterhouse audit: ,fees should be removed from test year expenses 
because a Price Waterhouse employee stated that recurring fees 
ehould be s u b s t a n t i a l l y  less. She proposed an adjustment o f  
$3,800, which represents one-fourth o f  Price Waterhouse's labor 
charges, to remove the non-recurring portion of the total. 

Utility witneaa Vierima contended that this adjustment is not 
known and measurable, that there i s  no h i s t o r i c  data  to support a 
projection of 25% a8 being non-recurring, and that there  i s  no 
certainty that the Price Waterhouse audi t  fee  w i l l  be substantfally 
less i n  f u t u r e  years. 

OPC's proposed adjustment is no t ,  
i n  a strict sense, known and measurable, and I t  1s based on an 
assumption that may or may not  coma t o  pass. Ms. Dlsmukes 
acknowledged t h a t  she used no h i s t o r i c  data  to derive her 
projection that 25% of these expenses will be non-recurring. She 
also agreed with Kr. Vierima t h a t  there ie no c e r t a i n t y  t h a t  the 
Price Waterhouse audit fee will be nubstantially less in fu ture  
years.  We believe t h a t  OPC based its adjustment primarily on a 
sales representation made by Price Waterhouso. Without a slgned 
contract f o r  a lesser sum, historical information showing the f e e  

We agree w i t h  the utility. 
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was reduced, or other evldence showing that the expense is 
overstated, we cannot agree that an adjustment is warranted. 

OPC w i t n e s s  Uiemukes asserted that the l eve l  of relocation 
expenses included i n  t h e  t?st year was excessive. She explained 
that SSU has been underrj:,liig a fairly s i g n i f i c a n t  reorganization 
over t h e  l a s t  thrac years and t h a t  it appeared t h a t  t h e  level of 
relocation expense incurred i n  t h e  test yoar would not recur in the 
future. According to Hs, Uismukes' sponsored Exhibit No. 1 2 7 ,  a6 
of July 31, 1992, SSU had incurred only $ 6 , 7 9 5  In relocation 
expanses w i t h  ths reorganizat$on ~ ~ h t a n t i a l l y  completed. 

Hs. Dismukee recommended a $ 2 2 , 0 0 0  reduction t o  t o t a l  
r e l o c a t l s n  expenses. She c a l c u l a t e d  the difference between the 
$42 ,000  1992 budqeted amount, and the $ 5 8 , 7 0 8  test year expense. To 
the  $16,788 difference, she added $6 ,795  i n  1992 to-date relocation 
expanses  and the utility's $ 2 5 , 0 0 0  i n  est imated relocation costs.  
She rounded o f f  the $ 3 1 , 7 3 5  total to $32,000. The difference 
between t h i s  amount and k i w  $58,788 t e c '  y€ar amount is $ 2 6 , 7 8 8 .  
14s. Dismukes then averaged the $26,7?4 the $ 1 6 , 7 8 8  :!guros to 
arrive a t  her recommended $ 2 2 , 0 0 0  adjustment. The adjustment shs 
arrived a t  would allow t h e  u t i l i t y  to recover $ 3 6 , 7 8 8  in r t l l cca t ion  
O X Q R ~ S Q E ~  f u r  t h ~  t e s t  year. The allocated portion of t h e  $ 2 2 , 0 0 0  
ndjustmerit  to the 127 systhms in this filing w d . ~  $13,697. 

Mr. Ludsen testi€ied t h a t  test year relocation expenses werp 
not unusual because they were slgnif i c a n t l y  lower than the $191,402 
expense for  1989 and the $ 8 5 , 5 3 2  expense for 1990. He disputed Ms. 
Disrnuk85' belief that t h e  1991 l e v e l  of raloczt ion expense was 
unrepresentative. Late-tiled Exhibit NQ. 63, prepared by SSU,  
shows that estfmatcd expenses for the l a s t  three months of 1992 
were $~9,813. 

A s  noted In E x h i b i t  No. 131, the s t r f f  :udit report, the 
utility contends that rslocatfon expenses a r e  zn ordinary cost o f  
doing business, partl;-ularly for a curnpany cf SSU's  s i z e  and 
complexity. Given the cpecializad nature of utility Work, as well 
a s  its licensing requirements, it is o f t e n  d i i f i c t ? l t  to  locate and 
a t t r a c t  q c a l i f  l e d  experienced personnel, and therefore, the ~ l f - L l i t y  
claimed, it is more l f R t 2 l y  t h a t  new e m G i * p c s  would have to be 
relocated. Reimbursing i iew employees f o r  r e l a c a t i o n  expenses,  the  
u t i l i t y  continued, is a s tandard  practice for companies lika SSU 
and is offered a s  part  3f t h e  new employee's compensation package 
i n  order to attract q u a i i f  fed atid experiaiiced personnel. 

CP 

Mr. Todd, t h e  s t a f f  auditor, testified t h a t  i n  perPorminq 
audite ha may analyze a particular category of costs for years 
prior to the test year in order to determine whether an expense i 6  
recurring. ne agreed that an average o€ relocation costs aver a 
four-year pet lad  is one standard t o  e s t i m a t e  future costs, Mr. 
Todd agreed that the four-year trend for  S S U ' s  relocation expenses 
indicated that t!rose costs were declining. 

We be l i ev t .  that  t h e  evidence in the record shows that  SSU w i l l  
incur relocation expenses over the n e x t  several years. Ilowever, we 
conclude that the amount w i l l  be less than in t h e  test year. The 
record c o n t a i n s  several different methods for reducing t e s t  year 
relocation expenses. The metho? apparently suggested by SSU 1s an 
average o f  rolocatlon costs  o v e r  the last four year~. We consider 
this average, $ 3 4 , 4 3 0 ,  to be unreasonable s i n c e  the expense has 
been s t e a d i l y  du?reasing over t h a t  period. Thus, the record leaves 
us w i t h  t w o  remalrlfng options: oPC'S c a l c u l a t e d  alnount, w h i c h  is 
an average Of estimated and actual  expenses, and SSU's $ 4 2 , 0 0 0  
budgeted amount. We accept SSU's ; ? 3 2  budgeted amount 86 a 
reasonable allowance on a going-foruard bash. We have therefore 
reduced test year relocation expense by $11,781. 

Bad Debt E m e n s e  

QPC w i t n e s s  D h m U k e f i  testified t h a t  four adjustments should 
be made to S S U ' s  bad debt expense!. S3e t e s t i f i e d  Chat bad debt 
expense should be redaced by $30,000 to reflect SSU's sale of M&M 
Utilities {M&N) and by $15,000 to reflect SSU'B sale o f  the Deltona 
Gas operatloris. since )3&Rts and Deltona Gas's customers are 
removed from SSU's allocation base, Hs. Disrnrrkes concluded that  
SSU's current  customers should n o t  have to pay for bad debts €or 
these systems. 

Utility w i t n e s s  Kitriball testified that M&M's actual  1991 bad 
debt expense was $17,719. If an adjustment was appropriate, stbe 
contended,  the adjustment should be $11,774--$17,719 multiplied by 
the 66.4503% allocation factor fox systems inc luded  in t h i s  filing. 
However, we note t h a t  Late-filed E x ! i i b i t  Nc. 139 i n d i c a t e s  t h a t  bad 
debt expense waa increased $31,283 as a result of an aging analysis 
s p e c i f i c a l l y  related t o  M&M. Ms. Kirnball generally agreed t h a t  
non-regulated expelrsss should not be allocated t o  SSU's w a t e r  and 
wastewnter customerE. She t e s t i f i e d  that S S U ' s  gas customers were 
aliocated $14,411 of bad debt expense  as a result o f  the pooling of 
customer service expenses, and the $15,000 i n  bad debt expense from 
Deltona Gas was included i n  this a l l o c a t i o n  ~ 0 0 1 .  
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In It6 brief, OPC argued that  ME. X h h a l l  failed to recognize 
that the utility's current customers will pay for 6 2 %  of thio 
$15,000 expense when SSU's gas customers should pay their al located 
sliere of bad debt axpetme p l u s  the $15,000. 

Ms. Dismukes' third adjustment was to reduce bad debt expense 
by an amount attributabl% to a single customer, Citrus Sun Club 
Condo Associat ion,  Inc. [CSCCA). During t h e  t e s t  year, SSil filed 
a lawsuit against CSCCA for $ 2 0 , 0 0 0  it owed SSU. After the lawsuit 
was settled, the customer agreed to a p e p e n t  plan.  As. Disrnukss 
testimiad that this amount should be removed from the test year bad 
debt expense. 

# 

Ms. Ximball testified that CGCCA owed SSU this money for 
several years end by year-end 1990, it owed $20,523. The 1991 
increase in bad. debt expense, she safd, W ~ B  unrelated to CSCCA, 
w e n  though CSCCA still owed $19,398 at that time. Although CSCCA 
had a peymant agreement with SSU, sha explained, it was not u n t i l  
September, 1992, that CSCCA became current on Its  account. 

In ita brief, OPC proposed a fourth adjustment to bad debt 
expense based on Late-filed Exhibit No. 139. In t h i s  e x h i b i t ,  SSU 
s e t  forth how it calculated the increase to bad debt expense which 
appears in the MFRs and the xeserve for bad debts an a company-by- 
company basis. The e x h i b i t  indicates that on October 31, 1991, SSU 
increased its reserve account for  bad debts by the difference 
between the current reserve and the closed accounts. SSU increased 
bad debt expense when the r e ~ e r v e  waa less t h a n  accounts receivable 
over 60 days old. However, t h e  u t i l i t y  d i d  n o t  reduce bad debt 
expense  when the reserve was more than accounts receivable over 60 
day8 o l d .  

Rs. Kimball testffied that reserve requftements are analyzed 
on a total company basis, n o t  on a SyStem-by-SyStem b a s i s  and t h a t  
t h e  r e s u l t i n g  expense charged to each system is based on that 
system's balance of the accounts receivable over 6 0  days p a s t  due 
aEi a percent of the total. She explained that customere who may 
rspay t h e  u t i l i t y  for outstanding sums are replaced by other 
customers who do not  pay t h e i r  bills. Further ,  M E I .  Ximball 
emphasized, the bad debt  expense i n  this case is 0.61  of revenue. 
This, she said, is reasonable given  industry averages, SSU'S system 
demographics, and t h e  state of the economy. 

Even though we consider a 0.6% l e v e l  of bad debt expense 
reasonable, we believe it i s  appropriate to make adjustments for 
known changes. We do not b s l i e v e  that SSU's water and wastewater 
a o m e r s  should be expected to pay for the  bad debt expense of 
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sold utilities because thoae expenses have become non-recurring. 
We disa1:ree wi th  OPC'E proposed adjustment to reduce bad debt 
expense because tho allowance €or bad debt expense is greater than 
accounts receivable over 6 0  days .  The a l l o c a t i o n  process t a k e s  
i n t o  account the fact that cuetomarm may repay the utility for 
outstanding suns. 

since the level of bad debt expense less adjustments for ttie 
s o l d  systems and t h e  amount oued by CSCCA la reasonable,  we do n o t  
believe that a further reduction to the allowance is necessary. 
Bad debt expense associated with M&H, Deltona Ga6, and CSCCA to ta l s  
$61,950.  We adjusted this amount by 6 2 . 2 6 9 ;  thus, the t o t a l  
reduction for filed systems i s  $ 3 8 , 5 7 0 .  

Test Year Laqal m e n s e  8 

OPC w i t n e s s  Dlsrnukes testified that legal fees associated with 
SSU's defending itself against  DEI fines and violations should be 
disallowed since the f i n e s  thernsLLves are nonrecoverable. Qn 
cross-examination, however, Hs. Disaukes acknowledged t h a t  if the 
utility defends iCself against DER act ion ,  t h e  customers would 
benef i t :  i f  rate base were lower because the utility did n o t  have to 
mako improvements. In  its brief,  OPC argues that these  defense 
efforts accrue directly to the benefit of the stockholders just a6 
the utility's avoidance of a fino does. 

U t i l i t y  witness Ludsen testified that  not allowing SSU to 
recover expensee incurred in defending it0elf against the various 
regulatory entities would deny SSU a legitimately incurred cost of 
operating i t a  systems. He fur ther  t e s t i f i ed  that knowledge of how 
DER operates is c r i t i c a l  to the Commission's determination of the 
merit of this adjustment. 

we believe that  t h e  evidence supports t h e  contention that  
ratepayers b e n e f i t  from t h e  utillty'a defending itself in 
regulatory proceedings. I f  the utility succeeds i n  its efforts,  
rate base or other expenses may be lower. We, therefore, find it 
appropriate to allow ttie utility t o  recover legal fees associated 
w i t h  DEA/EPA violations or f ines.  

paveloner Asreements 

E x h i b i t  No. 53 contains tha utility's response to OPC 
interrogatory no. 272 .  In this response, SSU asserted that  l e g a l  
f e e s  regarding developer agreements should be allowed i n  test year 
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expenaes because those axpexas b e n e f i t  customers through expansion 
of the cuatomer base. The utility also stated that “ttle majority 
of these legal  Cees resulted from t h e  draft ing of it form effluent 
difiposal agreement uhich will allow the company to spray e f f l u e n t  
on golf course8 located in varioua developments throslghout the  
S t a t e  of Florida.” 

E x h i b i t  No- 5 5  18 the late-filed e x h i b i t  OPC requested during 
utility uitneas Ludsen‘s depos i t ion .  151 this exhibit, the utility 
responded that no test pear l e g a l  f s e v  were associated with 
ttdevslopsr agreementB.” A t  hearing, HK. Ludsen t e s t i f i e d  that a t  
the t i m e  he prepared the deposition e x h i b i t ,  he knew of no legal 
fee# associated w i t h  developer agreements. Gubsaq‘lsntly , OPC moved 
to strike any evidence supporting the $ 5 , 7 0 0  In l e g a l  fees 
associated w i t h  developer agreements because of what OPC perceived 
as a discovery violation. 

During the debate over this motion, the use of the term 
“developer SgreeisntB was discussed.  The utility stated that a 
utility employee other than Hr. Ludseo was responsible for the 
questions rega JIng l e g a l  expenses, Later  in t h e  d a y ,  howaver, Mr. 
Ludsen testified that during a hearing brerk, OPC was given the 
sff luent disposal  agreements. 

We note that It was t h e  utllity’e choice of wordn that linked 
developer- agreerneats w i t h  effluent nqreaments i n  the MFRs and 
discovery responses. Althuugh we understand UPC1s Erustratfon on 
this question, the evidence in the record i n d i c a t e s  that  prior to 
t h e  completion o f  1.k. Ludsen’s testimony, OPC received the effluent 
agreements and Hr. Ludsen W B ~  available for cross-examination on 
Same. 

The o n l y  evidence in the record that supports the prudence of 
test year expenses i s  the statement In Exhih i t  No. 53 that  the  
legal fees benef i t  the ratepayers by increasing the customer base, 
which creates oconamies of sca le .  Bo e:.idencc was produced that  
showed these amoupts were unreasonable or should he recorded below- 
t h e - l i n e .  

Based on the foregoing, we beliave t h a t  OPC‘s rights were n o t  
compromised i n  t h i s  instance, and OPC d i d  n o t  experience 
subatantial harm from any alleged discovery  v i o l a t i o n .  Therefore, 
we find It appropriate to allow the utility to recover its l e g a l  
expenses r e l a t h g  to l leveloper agreements. Accordingly, no 
adjustment t o  the legal expeasee related to the developer 
agreements has been mada. 

hccfuis i t fon AdiU8tment ReSeRrqh 

In i t s  brief, OPC argued that $7,014 of legal fees a s s o c i a t e d  
with researching acquisition adjustment policies of other s t a t e  
commiaaions should be dlsallowea becaufie t h e  utility‘s research 
efforts in t h i s  matter only benef i t ted i t 6  stockholders. 

Utility witness Ludsen testified that legal fee5 associated 
with research concernlng the acgulsftion adjustment policies of 
other states fa appropriate to pass on to the customera because 
t h i s  type of research may be necessary to pereuade the  Commission 
t h a t  its policies are consistent with other jurisdictions. OPC, h e  
stated, conducts similar research, and i t  would be unfair for  the 
commission to disallow t h i s  expense and thus deter the utility from 
presenting the Commirrsfon with both eides of an iasue. 

Tha utility spent $15,6I39 on its acquisition policy pioject, 
inc lud ing  legal fees for research on the  acquisition poliaies of 
other  s t a t e s .  We be l ieve  that $ 1 5 , 5 8 9  i s  excessive. 

The utility hired outs ide  attorneya to perform research when 
it could have been performed by utility employees. We believe 
Exhibit No. 67 supports our finding o f  excessiveness. This exhibit 
i s  SSU’S filed s u b m i t t a l  from this Commission’s acquisition 
adjustment docket, Docket No. 891303-WS. The exhibit should 
contain SSU’s best  arguments against  t h i s  Commission’s making a 
change to its acquisition adjustment pol icy .  Notably, t h e  document 
is fiEteen pages long, and oniy  thrss pages are devoted to t h e  
acquisition adjustment policies of other jurisdictions. We thlnk 
it unreasonable that SSU would spend so much--$15,689--On i t s  
acquisition adjustment  project. However, we recognize t h a t  some 
amount should be allowed for reseerch and for participating in 
Commission-aponsored proceedings, e s p e c i a i l y  since SSU’s 
participation may be warranted at similar proceedings i n  t h e  
future. Therefore, we find i t  appropriate to allow one-fifth of 
the incurred amount, or $3,138, i n  t e s t  year expenses. Test year 
expenses a r e  reduced by $12 ,551 .  

Hon-recurrina Leait1 Fee s - ShadwbrQoR 

OPC argued i n  Its  brief that l e g a l  fees of $ 5 , 4 9 9  associated 
w i t t i  the utility’s sale of its Shadoubrcok system should be 
disallowed because the utility w i l l  not  incur this expense in t h e  
future. The utility agreed to sell this system to the Shadowbrpok 
Ilomeowners‘ Association. Exhibit No. 53 indicates that the l e g a l  
fees were incurred in order to maintain t h e  utility’s ownership i.n 
t h i s  system. In light of the utility’s arquments regarding gains 
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on t h e  s a l e  of utility property, we believe it would not be 
appropriate to require the remaining customers to pay legal  fees 
which ultimately resulted in the sale of a system. Therefore, we 
f i n d  t h a t  these fees shall not be allowed. Accordingly,  we have 
reduced those test year l e g a l  fees by $ 5 , 4 9 9 .  

Aircraft 'Exvense 

In its H F R s ,  the utility requested aircraft expenses of 
$ 3 , 4 0 0 .  U t i l i t y  w i t n e s s  Ludsen testified t h a t  s e v e r a l  senior 
management employees traveled t o  Tallahassee on December 2, 1991, 
to at tend  an Internal  Affafrs meatlng of the Commission. nr. 
Ludsen testified that  the expenses for th is  t r i p  were charged to 
A&G expenses and not rate case expense because the trip d i d  not 
specifically relate to any rata case. '  The purpose of t h e  meeting 
waa not  to influence the commission on any particular matter 
relating to SSU, Hr. Ludsen stated, but rather to inform the 
Commlasicn about 53U. He explained that other simllar expenses 
could bo incurred in the future. The invoices in Exhibit No. 56 
indicate that the tr ip c o s t  $ 3 , 2 0 0  and that additional expenses for 
rooms and meals was $ 2 0 0 .  

I n  i ts  br ief ,  OPC arquas t h a t  the C o m m i s s i o n  should not a l l o w  
such lobbying expenses. We find that the record is clear that  the 
purpoae of the trip was to inform t h e  Commission and not to lcbby 
about any particular matter. Wanetheless, we f ind  that these 
expenses axe non-recurring and ehould be removed. Accordingly, we 
have reduced aircraft expense by $3,4QO. 

hdvertis 

In its MFRs, tha  utility requested advertising expenses of 
$ 1 1 , 7 4 4 ,  a portion of which include2 gas promotional expenses. 
Utility witness Kirnball agreed that $ 5 , 4 6 8  in gas advertising 
expense8 should be removed. Ms. Kimball also agreed t h a t  $1 ,384  
related to a possible collier County condemnation, as u e l l  as a 
$ 5 0 0  promotional expense for Florida Blue Key should n o t  be 
inc luded  in advertising expense. 

Be are s a t i s f i e d  that a l l  other adver t i s ing  expenses are 
reasonable and relate to the prov is ion  of rater and wastewater 
utility servlces. Dased on the foregoing, we find it appropriate 
to reduce t o t a l  advertising expenses by $7,352. 

~rofesaional Studies services 

I n .  its MPRs, SSU requested recovery of expenses related to 
professional atudiem and contractual services. OPC'a witness 
Dismukes propoeed reducing the utility's request by $6,141 for a 
non-recurring actuarial study, by $15,758 for W & L  organizational 
development chargee, and by $18,156 for a survey done by Cambridge 
Reports of Massachusetts. 

Regarding the actuarial  study, OPC asserts that  t h i s  atudy, 
done by t h e  firm Milliman and Robertson, i s  a non-recurring expense 
re lated to a n a l y s i s  of SSU's OPEB program. The purpose of the 
study wan to attest to the actuarial assumptions that the OPEB plan 
i s  based upon and to calculate its t a x  consequences and funding 
requirements. 

In its brief, SSU argues that profeseional studies such as 
this actuarial study are an ordinary cost of doing business and, 
t h a t  the utility would be Vaken  to task" if i t  d i d  not conduct 
such studies. Therefore, SSU asserts, this actuaria l  study fs a 
recurring expense and should be allowed. 

Based on the record, we f i n d  t h a t  an a c k U a F h 1  valuation of  a 
retirement p l a n  is a determInatton o f  the present vaiue of future 
beneCits and the funding requirements necessary to meet future 
obligations. According to the record, SSU has had an actuarial 
review o f  i t s  pens ion  p l a n  for t h ~  past two years  In order t o  
implement SPAS 106. We do not f i n d  any evidence supporting As. 
Dismukes' conclusion t h a t  these studies are non-recurring expanses. 
Indeed. Hs. Dlsmukes  herself testified khat such s tudies  are 
necessarily recurring in nature because  the utility would 
irresponsible i r  it d i d  not review the level of benefit8 
provides to i t s  employees. She also testified that  these benef 
are a prudent business expense and that  they are necessary 
attract and retain quality employees. 

We agree with the utility and with Us. Dismukes  that  it 
prudent and necessary for the utility to review the level 
benefits i t  provides and to review its pension plans for fund 
and t a x  consequences. Therefore, we find that  the Hillaman 
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Robertson actuarial study fs not a-non-recurring expense and hereby 
authorize SSU's recovery of t h i s  expense.  

SSU has also requested recovery of organizational development 
costs paid t o  MP&L. In i t a  b r i e f ,  SSU describes these u s  ongoing 
costs r e l a t e d  to "effective, inter-departmental relations, 
communications and coordination, a s  Well as functional work des igns  
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to achieve Company goals in the most efficient manner poasible,I' 
OPC contends that SSU will not axperienca costs  at t h i s  l e v e l  on a 
recurring basis. Therefore, OPC states t h a t  these coets should  be 
amortized over five years. OPC'8 adjustment would result in a 
$15,758 reduction to SSU's test year axpensaa. The utility argues 
in its brief that these costs are both prudent and recurring, and 
it  offera as support t h e  evidence i n  t h e  record of t h e  cost8 it has 
incurred over 1 9 9 0 ,  1 9 9 1  and 1992. 

Wa f ind that OPC is carrect that these costs should be 
amortized because c o s t s  of this nature will contribute to the 
acquisition of resources that produce revenue for more than one 
fiscal period.  The benefit received here, the training of 
employees, i s  properly allocated over future years. W e  f i n d  t h a t  
five years is an appropriate amortization period to approximate the 
average period of time for which employe%s stay a t  the u t i l i t y  and 
utilize t h e  organizational trainlng they receive. 

SSU has  a160 requested recovery of $ l e  , 156 i n  expen6es related 
to a customer survey performed by Cambridge Reports of 
Massachusetts. OPC conterds that this survey is a non-recurring 
expense because there is no evidence that the u t i l l t y  will inctur 
this expense i n  the future. SSU witness Kirnball- asserted that * d 
will incur this expense a y a h  i n  1993 and that it i6 a recurring 
expenso. Witness Xirnball also testified that t h i s  ehpense provides 
direct bensfits to customers by enhaticing the utility's quality of 
service in respondinq to customer compla!ntc. 

As t h e  record reflects that BSU has planned another customer 
survey and since it Is clearly prudent for the  utility to perform 
such surveys, we f ind i t  epprcpriate to allow SSU to recover t h i s  
expense. 

Rake Case Exnensg 

I n  I ts  HFRa, SSU estimated total rat9 caee expense would be 
$1,772,200, consisting of $?71,59*? in accounting fees, $ 3 3 7 , 0 9 0  i n  
legal fees, $ 8 2 , 9 7 2  in engineering fees, $ 5 7 8 , 2 9 1  i n  misce l laneous  
charges, and $ 2 , 2 5 0  in filing f e e e .  In Late-filed Exhibit  N o .  71, 
6SU updated its rate case expense figures. That e x h i b i t  shows 
total rete case expense (actual expenses to date and estimates to 
complete) to bo $1,305,399, c o n s i s t h ~ g  o f  5 6 7 3 , 1 9 9  i n  accounting 
fees, $ 2 3 7 , 9 5 9  i n  l e g a l  fees, $66,180 In engineering fees, $319,061 
I n  miscellaneous charges, and $9,000 i n  f i i h g  fees .  Late-filed 
Exhibit NO. 71 also contains supportjng it iformation f o r  S S u l s  
attorneys and eng ineer ing  consultant to complete t h e  c a s e .  

In addition to Late-filed.Exhibit No. 71, t h e  record c o n t a i n s  
severa l  other a x h i b i t s  pertinent to the issue o f  rate case expense. 
Exhibit  N o .  41 contains the bulk of the siipporting documentatlon 
for rate  case expense incurred as o f  October, 1492. Late-filed 
Exhibit NO. 69 contains SsU's  explanation for  certain i tems billed 
by le al counsel in the  invoices in Exhibit No. 4 1 .  Late-filed 
ExhJb?k Ho. 70 contains general ledger e n t r i e s  tying the legal 
services invoices o f  Exhibit No, 41 to SSU'a bookm, and ft also 
contains SSU'S explanation for c e r t a i n  billing errors on the legal 
services invoices. The t o t a l  rate case expense i n  Late-filed 
Exhib i t  No. 71 reflects the adjustments which SSU suggested i n  
Late-filed E x h i b i t s  Nos. 69 and 70.  

In its br ie f ,  OPC advocates several adjustments to SSU's 
requested rate case expense, ell of  which pertain to legal 
servicea. OPC argues rate caae expense should be xeduced as 
follows: (1) $ 3 3 0  should be removed for legal  fees a t t r i b u t a b l e  to 
t w o  attorneys'  monitoring 8 Commission Agenda i t e m  in another case 
where a motion similar t o  one filed in SSU'E c a m  was considered 
because f t  would be inappropriate for SSU's ratapayers t o  pay for 
educating SSU's attorneys i n  t h i s  manner; ( 2 )  $56  should be removed 
for  a b i l l i n g  error which SSU admits i n  Erhfbit No. 6 9 ;  and ( 3 )  
$ 1 , 9 1 4  s h o u l d  be removed for legal fees attributable to curing MFR 
def fc iencies,  

We agree with OPC's proposed adjustments and the reasons 
therefar. In  addi t ion ,  we have refuced rate case expense by $ 9 0 8  
t o  remave expenses not  properly supported by invoices. Combined, 
the above adjustments represent a reduction of 0 . 2 6 6 %  to the total 
rate case expense requested i n  Late-filed Exkibft No. 71. 

In its br ie f ,  OPC asserts that a utility files a rate case to 
benefft itself, not  i t s  ratepayers. OPC continues, "Although tho 
ratepayer has no say I n  what course of action the utility will taka 
to raise rates,  he/she bears the entire burden of an expense t h a t  
should a t  l e a s t  be shared with stockholders." OPC apparently 
suggests that rate case expense be i n  some way prorated between the 
utility and t h e  ra tepayers .  

?:e f i n d  nothing i n  the record i n  t h i s  case which tends to 
s u p p o r t  sharing rate case expense between utility and ratepayers. 
N o t a b l y ,  OPC proposes no factor or methodology for making a sharing 
adjustment, nor does it c i t e  precedent where its suqgestIon was 
accepted. Bate case expense is an opsrzYing expense which must be 
considered as part  of t h e  cost of providing service pursuant to 
5 367.061 (21 ,  F l o r i d a  S t a t u t e s .  S e c t i o n  3 6 7 . O B 1 ( 7 )  , Florida-  
S t a t u t e s ,  supports this interpretation.  It provides, 

- -  
* '  
I 
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1, 

The commissicn shall determine the reaaonablenees o f  rate 
case expense and shall disallow all fcte case expense 
determined to be unreasonable. No rate case expense 
determined to be unreaeonable shall be paid by a 
consumer. 

\:e, therefore, reason t h a t  t h e  Legislature intended UQ to protec t  
the ratepayers' interests by examining the reasonableness of rate 
case expense, n o t  by exercising discretion to treat reasonable rate 
case expense as a below-the-line expense by virtue of a sharing 
concept. Accordingly, we conclude that OPC's suggestion 16 w i t h o u t  
merit. 

In COVA's b r i e f ,  under the heading "Real E s t a t e  Taxes," the 
CollowIng sentence appears: "Approximately $130,000 s h o i l l d  be 
adjusted from the rate case expenses." Given t h a  context of the 
statement, we conclude t h a t  COVA's use of the word6 "rate Cas8 
e%cpanse" w a s  inadvertent and that COVA i n s t e a d  advocates a 
reduction to property tax  expense.  

We have reviewed the amounts requested lor each category of 
rata case expense and the invoices and documentation filed i n  
support thereof. hf ter making the above-described adjustments, ue 
conclude t h a t  $1,302,191 in t o t a l  rate case expense is reasoi i~5le .  
Considering the volilma and complexity o f  tho MFRs, interrogatories, 
production of doctiment rsquests, and e x h i b i t s  irivolved, we b e l i e v e  
SSU d i d  reasonably  well i n  preparing, processing, and presenting 
its case. We note t h a t  the  $ 2 3 7 , 9 5 9  tots1 for l e g a l  fees i n  Late- 
Filed Exhibit No. 71 1s $ 9 9 , 1 3 1  lass than what SSU estimated i n  its 
HFRs; the $66,179 to ta l  for engineering fees in Lete-Filed Exhib i t  
No. 71 i s  $16,796,  or 2 0 $ ,  less than the HFRs est imate;  the  
$673,199 total for accounting fees in Sate-Filed Exhib i t  No. 71 is 
$98,398 leas than the MFRs est imate (according to the e x h i b i t ,  no 
additional c o s t s  for accounting work af ter  t h e  hearing were 
incurred); and, finally, t h e  $328,060 total for  miscellaneous 
expense is $ 2 5 2 , 4 8 1 ,  or 4 3 % ,  less than the MFRs e s t i m a t e .  

Furthermore, w e  are impressed by t h e  per system end p e r  
ratepayer costs of this rate case. Whereas most water and 
wastewater rate cases involve between one and four systems, t h i s  
case invoived 127 systems. SSU witness Ludsen.testified that the 
almost $2so ,ooo  In legal rate case expense from sSU'S l a s t  rate 
case, which involved 3 4  systems,  waFj about the same a s  l e g a l  rate 
case expense for this case. Legal rate cane expense per system for 
the last case, then, Would be approximately $7,352, whereas legal 
rate case expense per sys tem for this filing is $ 1 , 8 7 4 .  Total rate 
case expense  per sys tem f o r  t h i s  filing is $10,253. This figure 

compares very favorably to rate c8se expense incurred for cases 
involving only one or sevaral aysteme. For ins tance ,  the total 
allowed rate case expense for  Lehigh U t i l i t i e s ,  a SSU subs id iary  
whfch f i l e d  a stand-alone rata case, waa $ 2 6 3 , 1 0 3 .  Docket No. 
911188-WS, L R e :  Anolfcation fo  r a Rate Xncrease in Lee County by 
Lehiqh Utilities. Inc., Order No. PSC-93-0301-FQF-WS, issued 
February 25 ,  1993. 

T o t a l  allowed rate case expense for t h i s  case is $1,301,191. 
Pursuant  t o  9 367.0816, Florida Statutes, this amount s h a l l  be 
amortized over four years; t h u s ,  the annual allowance for rate ca6e 
expense shall be $ 3 2 5 , 5 4 7 .  

The following t a b l e  compares requested rate case expense to 
what we have allowed above; it also ShOWS the aggregate division of 
rate case expense between the water and wastewater systems. 

Ant. In MFRs 

T o t a l  Request Per $1,305,399 $ 9 6 9 , 9 3 7  $ 3 3 5 , 4 6 2  
LF EX11 7 1  

Adjustments (3,208) (2,388) ( 8 2 0 )  

Approved Rate $1,302,191 $ 9 6 7 , 5 4 9  $ 3 3 4 , 6 4 2  
Case Expense 

Amort, Per MFRs $ 4 4 3 , 0 4 9  - $329,134 $113,855 

mort. Per Comm. 3 2 5 , 5 4 7  241 ,887  83 ,660 

Required A d j .  $117 ,502  5 0 7 , 3 0 1  $30,195 

F o r  our record-keeping purposes, 6SU shall submit a detailed 
statement of the actual rate case expensa incurred Within 60 days 
of t h o  d a t e  of t h i s  Order or, if applfcabla, within sixty days 
after t h e  issuance of an Order disposing of a motion for 
reconsideration of t h i s  Order. The information shall ba s u b m i t t e d  
hi tlie Eorm prescribed for Schedule  B-10 of the MFRs. 
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W M  0PE;BBTIOEI AND MAINTEAANCE l OLM1 EXEE NSE IDJ- 

Adjustments to the O&M expenses of certain SSU systems are 
discussed below. 

unaccounted-far Watel; 

StaPf w i t n e s s  Chapdelaina testified that unaccounted-for water 
l eve l s  exceeding 10% should be investigatad i n  order to determine 
i f  adjustments should be made to expenaaa or used and useful p l a n t .  

Utility witness Sweat  testified t h a t  eccording to t h e  AWWA 
Manual, the proper amount of unaccounted-fcr wator in any g iven  
system is a function of that system alone.  He stated,  "1 believe 
we c a n ' t  look at a system as zn individual and h c . 2  fast t o  our 10 
percent policy. I t h i n k  they have t o  be weighed on an individual 
syetea ! ,  Laken [sic] in to  consideration age, types  of metere, types 
of material, e t  cetera." Hr. Sweat tsstffied that t h e  A W A  Manual 
provides that  a f a i r  average of unaccounted-for water mlght be 101 
t o  2 0 9  €or fully metered sys tems  sith a good meter maintenance 
program and average systein conditions. Mr. Sweat indicabed t h a t  
fox thone systems experisnuing unaccounted-for water levels above 
20%' SSU has provided sufficient evidecce of mitigating 
clrcumstances to j w t i f y  acceptance of tho ind ica tod  lovoln ul thout  
any adjustments for rateKaking purposes. 

A t  the hearing, we took officfal n o t i c e  of Order6 Nos. 2 3 5 1 1 ,  
issued September 18, 1 9 9 0 ,  and 2 4 4 8 5 ,  issued May 7, 1 9 9 1 ,  wherein 
we enunciate our practice of allowing 1 0 %  unaccounted-for water 
without explanatlon. I n  its br ie f ,  6SU emphasizes the  AWWA 
Manual $ 6  i n d i c a t i o n  that unaccaunted-for water I e v e l s  of 202 are 
reasonable and, therefore, suggests that the  Corh;sLssfon modify i ts  
standard to 15%. 

We do not  believe SSU has justified its request for us to 
alter what we have done i n  the past. Tj.2 AkWh Manual offers a 
range for  uhat le..mls o f  unaccounted-for water arc acceptable. SSU 
does not deny that we have  discretion to chocse the lower end o f  
t h a t  range, which we have done i n  the past arid will do 60 here. 
Propar mafntenarice and record keeping should  enable a u t i l i t y  to 
document most of t h e  uses designated a s  "Other Uses" i n  F Schedules 
in the MFRs. For  sone of the systems In t h i s  filing, tho  utility 
has estimated substant ial  amounts of water i n  t h e  blother Uses" 
category. Accordingly, we I f n d  t h a t  10% is an acceptable level of 
unaccounted-far water pnd anyzhing above that percentago is 
considered excessive absent justification. * 

r 
cc 
c. 

We examined the F Schedules i n  the BFRs to determine whether 
any of the systeme included in this filing have been experiencing 
excessive unaccounted-for water. When unaccounted-for water is  
excessive, w e  have traditionally reduced chemical, electric power, 
and purchased water expenses (If appl icable)  because we do not 
think it Is appropriate for the customers to pay for chemicals and 
power required to treat non-revenue producing water. In the case 
of purchased water, the reduction does no t  allow the utility to 
recover expennes for excess water purchased which is lost by t h e  
utility. 

The following is a discussion of SSU's explanations for 
unaccounted-for water at Borne of SSV's  systems. Exhib i t  No. 9 4 ,  
referenced below, contains Fir. S U e 8 t ' S  answers to staff 
interrogatories concerning unaccounted-for water. 

Beechers Point  

A t  Beechers P o i n t ,  excess unaccounted-for water is 25%. I n  
E x h i b i t  No. 9 4 ,  Mr. Sweat explained t h c t  there was a leak on the 
bottom aide of a v a l v e  whhh allowed the water t o  leak into the 
ground. IIe stated that if tho 3,200 gallons par day or 9 6 , 0 0 0  
gallons per  month lost through the leak wore subtracted from the F- 
1 schedule, t h e  unaccounted-for w a t e r  percentage would be 189. 
However, we note, 1Bk i= 8 %  higher than the acceptable level. Hr. 
Sweat explained that some of the unaccounted-for water could have 
been caused by t h e  placement of thin system's flow meters. We find 
i t  inappropriate for customers to Sear expenses arising from 
engineering errors, problems with systom components, or the failure 
to fol low proper maintenance procedures that would have revealed 
such problems. 'i'herefore, we find that adjustments are appro- 
priate. 

Intercession city 

Intercession C i t y  experienced 7 . 4 %  excefis unaccounted-for 
water during the .test year. The utility's E?Ra state t h a t  it was 
upgrading t h i s  distribution system because it was undersized and 
contained several thousand feet of black thin wall PVC tubing. In 
Exhibit No, 9 4 ,  MY. Swsat atated t h a t  the old tubing was 
deteriorating and t h a t  an estimated 2 5 %  of the pumped-water was 
lost due to leakage. Mr. Sweat a l s o  stated t h a t  improvements were 

, to be completed before the firat quartor of 1993. With the 
completion of the planned upgrade, the  u t i l i t y  should be able t o  
control some of i t s  unaccounted-for water problem. However, we 
find that adjustments  are appropriate since unaccounted-for wate: 
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was excessive during t h e  test year and since the excess expenses 
w i l l  no longer be incurred once the improvements a r e  complete. 

In Exhibit No. 9 4 ,  Mr. Sweat stated that the  u t i l i t y  
attrlbutad 135 of excess unaccounted-for water at Interlachen 
Estates to thinwall and schedule 4 0  PVC pipe i n  the distribution 
nymtem, sandy soil, and lightnin in the area. Interlachen Estates  
is experiencing losses of approximately 6 , 0 0 0  gallons per day. The 
utility apparently has no plana to upgrade or repair t h i s  system, 
We do not think that  the utility's justification i s  sufficient. 

v 
In Exhibit Ho. 94 ,  Mr. S w a t  explained that  the 6% excessive 

unaccounted-for water at th8 Keyatone Heights system is a result: of 
the systen's age. It was built 50 years ago with  PVC, translte, 
cast Iron, and galvanized pipe, and a portion of the system is 
beneath pavement. Mr. Sweat ala0  reported that the  unaccountad-for 
water was 12.9% for the period January through June. 1992. The 
utility has not provided plan8 or objactivea for correctfve action 
regardfng the unaccounted-for water, ,Therefore, w e  f i n d  that  
adjustments are appropriate. 

KiwskKd 

In the A F R s .  the utility states t h a t  the Kingswood sys tem , 

purchases a l l  o f  I ts  water from Bravard County. Ilouever, i n  
Exhlbit  No. 9 4 .  M r .  Sweat indicated t h a t  the floumeter 
malfunutioned, necessitating SSU's use of an e s t i m a t e d  gallonage 
figure. Th8 problem existed during t h e  entire year. We believe 
t h a t  the utility could have been more d i l i g e n t  In correcting It. 
Therefore, we f i n d  that an adjuetment t o  purchased water expense is 
appropriate. 

oakwood 

In its BFRs, the utility estlmeted that there were 
approximately 1.200 pipe jo ints  leaking a t  a rate of 120,000 
gallons per month. We consider this w a t e r  to be unaccounted for, 
and we therefore f i n d  that an adjustment i s  appropriate.  
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Palisndes 
Palisades experienced-17% excess unaccounted-for water during 

the t ea t  year. This is a new system, and the HERs indicate t h a t  
the problem may now be under control. Since unaccounted-for water 
during the  test year exceeded acceptabfe lirnLts, we find t h a t  an 
adjustment i a  appropriate. 

River GtOVQ 

I n  Exhibit Ho. 9 4 ,  H r .  Sweat stated that the 32% excess 
unaccounted-for water in the River Grove system was the  result of 
an erroneom calculation. The plant  flowmeter became inoperable 
during the t e s t  year, and utility personnel used 6 5 0  gallons per 
k i l o w a t t  hour t o  e s t i m a t e  t h e  flow6 during that period. The 
calculat ion,  Mr. Sweat s ta ted ,  was l a t e r  found t o  be incorrect. We 
f i n d  that: adjustments of $21 t o  chemical expense and $ 4 0 4  to 
electrical expense are appropriate. 

According to Ht. Sweat's explanation i n  Exhibit  No. 94 , thO 5% 
e x c e ~ s  unaccounted-for water a t  Saratoga-Harbor is a t t r i b u t a b l e  to 
water lost  during road construction performed by the county. Mr. 
Sweat ala0  sta ted  that water lost during replacement of a section 
of pipe was not recorded. The u t f l i t y  should take measures to 
record such uses in the future In order t o  more accurately account 
for  water losses. We find that adjusitments are appropriate. 

Stone Mountain 

In t h e  AF'Aa, the utility states t h a t  It has not  been able t o  
determine the cause of the 4 3 2  excess unaccounted-for water at the 
Stone Mountain ~ystem.  According to nr. Sweat's explanation in 
Exhibit NO. 9 4 ,  the utility believe@ that the configuration of the 
pipes a t  the flowmeter ia causing the problem. We find that  
adjustments are appropriate. 

fonclusioq 

I n  sum, the fol lowing systems have experienced excessive. 
unaccounted-for water, and we have made the following ndjuetments 
for chemicals, electricity, and putchased water: 
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t EXCESSIVE lIDIl2§It!ENT§
UNACCOUNTEP- PURCHD. 

§.!§ID [OB W6l:1S tHEM... ELm!... WATER 

Beechers Point 25 $ 22 $ 341 n.a. 
Harmony Homes 5 $ 55 $ 19 n.a. 
Intercession City 7 $ 25 $ 166 n.a. 
Interlachen Lake Est. 13 $ 6 $ 211 n.a. 
Keystone Heights (; $ 6 $ 689 n.a. 
Rinqswood 15 0 0 $1,086 
Lake Harriet Estates 7 $ 41 $ 261 n.a. 
Oakwood 2 0 $ 415 n.a. 
Palisades 11 0 $ 69 n.a. 
River Grove 32 $ 21 $ 404 n.a. 
Saratoqa Harbor/Welaka 5 $ 4 $ 11 n.a. 
stone Mountain 43 $ 44 $ 294 n.a. 

*Percentages are net of acceptable level of lOt. 

InflltratiolL!m!L1nf1oy~ 

utility witness Hartman explained that infiltration is the 
passing of groundwater into the gravity sewer system due to gaps in 
joints and cracks in pipes. Inflow, he explained, is the passinq 
of surface water into the collection system through manhole lids, 
illegal connections, and stormwater connections into the collection 
system. 

In order to determine Whether the utility's various systems 
are experiencinq excessive IIiI into the wastewater collection 
systems, we examined company records for any indication that 1&1 
was greater than lOt. In examining the MFRs, we were initially 
concerned with IIiI at Jungle Den. However, utility witness sweat 
described the work the utility performed to rectify the IIiI problem 
at Jungle Den. Since the utility has cured the problem at Jungle 
Den, we have made no adjustments. No other systems appear to have 
a serious IIiI problem. .. 

Purchased water Expense - Beacon Hills 

ope witness Dismukes testified that from August 21, 1981, to 
January 11, 1991, Jacksonville Suburban Utilities Corporation (Jax
suburban) underbilled SBU for purchased water due to improper meter 
readings. In December, 1991, the utility paid Jax Suburban $14,925 
for the underbilling that took place during 19B1, 1988, 19B9, and 
1990. Hs •. oiSlllUkes proposed removing $14,925 from test year 
e~penses. 

C) 	 ~ 

N 


,~ o." 
': ~ 

Q 

onDEn NO. PBC-93-0423-FOF-WS 
DOCKET 	 NO. 920199-WS 
PAGE 84 

utility witness Kimball disagreed with the proposed
adjustment. She stated BSU was required to make payment to Jax 
Suburban based on Jax suburban's tariff and this Commission's rUles 
reqardinq backbilling. Ms. Kimball proposed the alternative of 
amortizinq the $14,925 over three years, the approximate time 
period during which the underbilling occurred. The unamortized 
portion of the expense, she asserted, should be included in rate 
base. 

We acknowledge that SSU was required to pay Jax Suburban the 
underbilled amount. However, we find that the $14,925 payment 
should be removed from expenses as an out-of-period expense. We 
disaqree with Ms. Kimball's suqqestion to amortize the amount and 
include the unamortized portion in rate base. We believe that 
including an unamortized portion of this amount in rate base is 
innppropriate where, as here, the formula method for calculating
workinq capital has been used. The formula method produces an 
approximation of the utility's Working capital needs. The 
unamortized portion of the purchased water expense would be a 
deferred debit. The balance sheet method accounts for such 
deferred debits directly as part of the calculation. Thus, it 
would be theoretically inconsistent for us to use the formula 
method and yet allow in rate base a deferred debit related to this 
expense. 

Reuse Feasibilitv study - Leilani Heights 

During the hearing, SSU and ope agreed to amortIze the expense 
for the reuse feasibility study for Leilani lIeights over four 
years. There was some dispute over the actual amount of the test 
year expense. Our review of the MFRs. indicates that the actual 
price paid by the utility was $10,150. Therefore, the $10,150 test 
year expense shall be amortized over four years. 

Line Repairs - Jungle Den 

In its MFRs, SBU included $14,321 in expenses for televising 
and repairing wastewater collection lines I'It Jungle Den. OPC 
witness Dismukes testified that this amount shOUld be exclUded from 
test year operating expenses because utility witness Kimball 
previously stated that those tasks would not be repeated. Ms. 
Kimball testified on rebuttal that Ms. Dismukes misinterpreted her 
deposition testimony. The work performed on the specific manholes 
and lift stations in 1991 will not be performed again, Ms. Kimball 
explained; however, this type of work is performed on some manholes 
and lift stations each year. In its brief, ope argues that if the 
$14,326 is amortized, the amortization period should be 30 years 

.... ~ 
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since the MFRs show that this type of work has baen performed only 
once for all 30 sewer systems. 

without more supportinq information in the record, we do not 
think it would be appropriate to amortize the repairs cost over 30 
years. utility witnesses Kimball and Lewis provided unrebutted 
testimony that if the costs are amortized, they should be amortized 
over three years and that the unamortized balance should be 
inclUded in Jungle Den's rate base. As explained by Ms. Kimball 
and Mr. Lewis, these were prudent expenses, and similar repair work 
will ba performed in the future as an ordinary and necessary cost 
of maintaining the Jungle Den system. 

We agree that the three year amortization period is 
reasonable, but we shall not allow the unamortized balance to be 
included in rate base for the same reason enunciated above 
regarding the purchased water overbilling at.Beacon lIills. 

tAXES OTHER THAN INcoME TAXES 

Property Taxes - Non-used and Useful property 

In its MFRs, the utiUty proposed recovering all property 
taxes through customer service rates. OPC witness Dismukes 
testified that current ratepayers should not be required to pay 
property taxes on plant which is considered non-used and useful. 
She recommended reducing test year property taxes by $283,653. Ms. 
Dismukes maintained that unless the utility could show that 
counties do not assess property taxes on non-used and useful plant, 
the utility should request recovery of taxes on non-used and useful 
property through the AFPI charge. 

utility witness Ludsen testified that used and useful 
adjustments to property taxes are not appropriate. He testified 
that Charlotte, Citrus, Collier, Hernando, Hillsborough, Lee, 
Marion, Sarasota, volusia, and Washington counties assess property 
taxes on non-used and useful plant. In addition, he eXplained that 
some counties tax non-used and useful plant at reduced raEes. He 
also opined that economies of scale related to plant construction 
should be considered in any non-used and useful adjustment to 
property taxes. 

Mr. tUdssn proposed reducing any adjustment to recognize a 
county's reduced tax rate, and ha also proposed using a 50' 
discount to reflect· economies of scale. Mr. Ludsen explained that 
a 50' factor for economies of scale because "there is. less than a 
one to one relationship between the non-used and useful percentage 
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and the valuation of utility plant for property tax purposes." Mr. 
Ludsen concluded that if a used and useful adjustment to property 
taxes is made, the adjustment should be limited to $89,517 for all 
systems. 

utility witness Lewis agreed that property taxes associated 
with non-used and useful plant could be recovered through AFPI 
charges. Mr. Ludsen maintained that the entire amount of property 
taxes shOUld be included in the test year because the utility must 
pay all of its property taxes each year. There is no guarantee,
through the AFPI charge or otherwise, that the utility will recover 
these prudently incurred operating expenses unless they are 
recovered through monthly service rates. 

We agree with Ms. Oismukes that property taxes should not be 
charged to customers for plant that is not used and useful. 
Howeve~, we believe it would be erroneous to reduce property taxes 
by the non-used and useful plant ratio unless the utility is taxed 
at the same rate on all of its property. In addition, we have 
considered the evidence in the record and are not convinced that an 
economies of scale adjustment is appropriate. It is more 
appropriate to account for economies of scale in the used and 
usefUl calculation itself, particularly because non-used and useful 
property taxes can be recovered in the AFPI calculation. 

Accordingly, we have removed property taxes on non-used and 
useful plant from test year expenses and included them in the 
calculation of AFPI charges. The individual adjustments to each 
system are reflected in the net operating income schedUles attached 
to this Order. 

On a different basis, OPC witness Dismukes proposed reducing 
test year property expense for the Harion oaks system by $4,477 to 
remove taxes on property held for future use. She testified that 
property taxes shOUld not be charged to customers if the plant was 
not considered used and useful. How Ms. Ms. Oismukes calculated 
the $4,477 amount was not explained at the hearing. 

We believe that property taxes should be reduced in each 
system to the extent any portion of its land is held for futUre 
use. The record does not reveal what portion of the utility's 
property tax expense is due to real property taxes and what portion 
relates to personal property taxes. However, we think it 
reasonable to presume that the reported tax expense was 
attributable to each property class in proportion to its relative 
dollar value. Therefore, we have reduced property taxes for each 
system in proportion to the amount of plant held for future use. 
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Our adjustments for property t o x e s  attributable to fu ture  use 
property appear on tho net  operating adjustment achadulee attached 
to t h i s  Order. 

D a m t v  Tax es - Land A D U ~  aisal4 

The only evldence in the record concerning the issue o f  
property tax  adjuetrente aa a r e s u l t  of the  write-down of DUI and 
UFU land was presented by u t i l i t y  witneee Klmball, uho testified 
that  no adjustment w a s  appropriate. She explained that t h e  
utility dome nat report  it^ booked land values to  the  county Tax 
Rssessors' Offices. Thoae e n t i t l e s  perform their own appraisals on 
property values for assessment purposes, she e ta ted ,  and the 
aseesaed values could be based on any number o f  methods, Thus, she 
noted, t h e  aseessed value could be greater or less  than the v a l u e  
recorded on the utility's books. 

W e  accept Hs, K h b a l l ' s  explanation. Therefore, we have not 
made an adjustment to property taKes ns a result of the WUI and UFU 
write-downs. 

t v  Tax 98 - SUQar H i l l  Woods 

In the MFRs, the utility'B 1991 property taxes €or i t s  Sugar 
Mill Woods system were $71,953 for water and $ 1 2 6 , 6 5 8  for 
wastewater. Utfllty wltness K i m b a l l  agreed that those expenses 
should be reduced by $53 ,063  to exclude an out-of-period charge. 

COVA witness Jones tes t i f ied  t h a t  t h e  u t i l i t y  did  n o t  
challenge a substant ia l  property t a x  Increase in citrus County. 
Utility witness Kirnball disagreed and explained why proparty taxes  
for Sugar Will Noode incteatred by $ 3 6 , 5 4 6  (to a to ta l  of $172,910) 
in 1490. Ma. Kimball testified t h a t  BSU tr ies  to reduce property 
taxes  whenever passfble. When SSU getm a tax  bill, it monitors the 
increases and it attempts to t i e  those increases in t h e  assessed 
values  back t o  what was reported to d i s t i n g u i s h  t h e  differences. 
She s a i d  that when dlfferences occur which ssu does n o t  underatand, 
it contacta the t a x  o f f l c e  to f i n d  out  what are the differences. 

As to Sugar Hill Woods, Me. Kimball atated t h a t  the  u t i l i t y  
filed its tax  returns c o n s i s t e n t  wlth the previous owner's 
reporting with one exoeption: Investmerlte i n  Used and useful 
distribution and collection lines were added. Sha explained t h a t  
t h e  utility thought that it would be t-axed on used and useful 
transnisafon lfnes atEl In other counties.  hftor  Citrus County 
obtained copies of t h e  utility's annnal reports, i t  proposed 
additional property taxes on non-used and useful  lines, which = *  -a - -  

yielded e prnpn-erl tax b i l l  of $ 2 2 8 , 1 2 5 .  Hs. Kimball testified 
that SSU challenged this bill, and, 8 8  a resu l t ,  t h e  assessment was 
reduced to  $ 1 7 4 , 6 5 6  before discounts .  She added that although 
Citrus County would nct accept full exclusion of a l l  nom-used and 
u s e f u l  p lant ,  4 0 2  was u l t i m a t e l y  excluded. She also said that the 
utility requested an offset for C I h C ,  but was unsuccessful. 

In its brief, OPC contends that funds  should be set  a s i d e ,  
aubjec t  to refund,  until the question o €  the appropriate method nnd 
amount of property taxea 18 s e t t l e d  between Citrus county and t h e  
Sugar Mill Woods system. OFC suggested that a corporate 
undertaking would be the appropriate procedure for handliriq these 
funds whi le  the issue is being resolved. 

In cons iderat inn  of the evidence on the record, we f i n d  that 
p i e  u t i l i t y  ha6 not acted imprudently i n  its handling of t h e  t a x  
s i t u a t i o n  w i t h  Citrus county. Moreover, we are not  in a position 
to dictate what the County should and should n o t  a6se6s t a x e s  on. 
Therefnre, w e  comider  i t  inappropriate to hold any disputed amoiint 
subject to refund. 

We have reduced property taxes for t h e  Sugar M i l l  Woods 
systems by the $33 ,063  out-of-parlod expense a s  discussed above. 
We allocated this amount on the b a s i s  of reported t a x e s :  a $11,978 
reduction to the water system and a $21,085 reduction to t h e  
wastewater 6 ystem. 

I tiCOME TAXES 

Aased on the MFRs and our decisions regarding the level of 
revenues and expenses in other portions of this Order, WE 
c a l c i l l a t e d  the test year income t a x  expense to be a negative 
$129,153 for water and a negat ive  $697,977 €or W m t e W a t e r .  Based 
on the  final revenue requirements amounts. we r i n d  the approptiste 
f i n a l  income t a x  amounts corresponding ta those revenue amounts to 
be $766,495 and $518,361 for the water and wastewater divisions, 
r e s p e c t i v e l y .  

ITC AMORTIZATION 

The utility h;ts  amortized inveatrnent t a x  credits ( I T C s )  above 
the line. AB we difiCUEEed i n  an earl ier  portion oE t h i s  Order, a l l  
ITCs have a blended, weighted cost rate. The affect of this 
blended,  weighted cost  rate 1s to treat the  ITCs of DUX and UFU a s  
though they had a cost rate of B e t o .  Therefore, consistent w i t t i  
the requirements of I n t e r n a l  Revenue Code (TRC) sertion 4 6 ( i ) ( l ) ,  
t h e  nrnort lzat iun of those ITCs i s  recorded below the l ine.  Xn 
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addition, cons latent  with t h e  requirements of IRC section 4 6 ( f )  ( 2 ) ,  
the amortization of ITCB which were aseigned a cost rate in the 
celculatlon of the blended rate i s  recorded above the line. We 
have allocated the amortization to e l l  of the systems on the basis 
of groae plant  consistent with the allocatfon method used by the 
utility. Based on the foregoing, we find t h e  appropriate amount of 
amortipation of KTCs to be $10,793. 

In an earlier portion of this Order, we dotarmined i t  
appropriate to  include ITCa i n  the utllity'a capital structure at 
a net p o a l t i v e  coat xate. Therefore, WQ Iind that i t ,  i m  
appropriate to make a corresponding I T C  Interest synchronization 
adjustment of $ 4 , 1 2 3 .  

The utility included a parent debt adjustment i n  i t s  HFRs. 
However, based on our other adjustments i n  this Order and 
consistent with the provisions of Rule 25-14.004, Florida 
Administrative Code, Ute f i n d  i t  appropriate t o  make corresponding 
adjuetmente to the amount o t  the parent debt adjustment requested. 
hccordlngly, we f i n d  the appropriate amount of  the  parent debt 
adjuatment to  be $140,162 and $134,816 for water and wastewater, 
respectively, allocated to each system on the basis of gross plant .  

Below f a  our d i s c u s s i o n  on various issues regarding test year 
revenues. 

v 
SSU booked interest income earned on utility deposits below 

the  l i n e .  U t i l i t y  wItncss Vieri ina t e s t i f i e d  that i f  customers 
provided 6SU a return on amounts SSU deposited with other 
utilities, then interest income should be included above the l i n e .  
However, HK. Vierima testified, SSU's customers a r e  not paying a 
return on SSUte Bepoelts with  other u t i l i t i e s .  

In its brief, QPC argues t h a t  the formula method for 
calculating working capital i m p l i c i t l y  includes u t i l i t y  deposits a s  
working c a p i t a l  and, therefore, the customers do pay a return on 
the d e p o s i t s .  Accordingly, DPC concludea, any interest earned on 
lnveator c a p i t a l  should be treated above t h e  line. 

We Ahagree with DPC's argument. The formula method, as we 
have Indicated previoualy, is a surrogate for calculating working 
capital and approximates the amount that would be derived under the 
balance sheet method. Under the balance sheet method, all interest 
earning tlccounta, such a8 the utility deposits here, are excluded.  
Were interest earning accounts not excluded, the utility would earn 
a return from i t s  customers through working capital on an amount i t  
ie already earning a return from the utility h o l d i n g  the deposi t .  
Therefore, we believe t h a t  i t  is incorrect to conclude that the 
formula includes something the  balance sheet did not. Accordingly,  
we shall make no adjustment for interest income. 

Weather Norm a l h n t i o n  

OPC witnesm Dfsmukes sponsored yearly p r e c i p i t a t i o n  
in E orme ti on bn aed on F 1 of f d ~  S t a t  is t i c ~ ~ A , ~ & c @ . c ~  i n  Ex h i bi t Ilo . 
1 2 5 .  Tha exhibit s h o w  t h a t  an abnormally high  level of 
p r e c i p i t a t i o n  occurred during the test year compared with t h e  
previous ten  years in the S t a t e  of Florida and in varioue selected 
cities i n  t h e  State o f  Florida. 

Utility witnesa Loucks explained that when a his tor ica l  test 
year i s  used, edjustmentB should be macle for abnormal ractors 6uch 
as out-of-period items, but should not reflect: adjustments for 
weather normalization.  hcoording to  M8. Loucks, if weather 
normalization i0 considered in t h i a  procesdfng, great care must: be 
taken to  determine that  t h e  data used for comparative purposes is 
representative o f  SSU'a service a f e a B .  She questioned whether the  
d a t a  i n  E x h i b i t  No. 125 is indicative of SSU's service areas since 
SSU has n o t  conducted its own study (for comparative purposes) and 
since OPC offered nothing which definitively showed that the data 
in Exhibit No. 125 i a  t y p i c a l  of t h e  rainfall in S W O s  service 
areas. Hs. mucks then emphasized the geographic d i v e r s i t y  of 
SSU'e service areas. The wide range In territory, she said, could 
result in no significant not difference in water consumption; that  
i s ,  reduct ions  in consumption experienced in soma service areas may 
be offset by increases i n  consumption experienced in other service 
areas. 

Ms. Loucks pointed out that if adjustments are made to 
revenues based on weather normalization, only variable costs 
related to consumption should be adjusted, and OPC, she asserted, 
d i d  not indicate which variable expenses s h o u l d  be adjusted. Ms. 
Loucks contended that any weather normalization adjustments shou ld  
be mads only for irrigation uses, not €or domestic or commercinl 
consumption. She a l s o  noted that other factors, such as 
conservation, should also be taken into consideration. 
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We Iind that there is- i n e u f f i c l e n t  evidence i n  the record t o  
support an adjuetment for weather normalization. OPC witness 
Disaukae praaented evidence wf t h e  r a i n f a l l  on certa in  cities in 
Florida from 1 9 8 1  through 1991. Ilowevar, the record does not 
r e f l e c t  t h a t  the data is representat ive  of SSU'a service area, nor 
doe6 it quantify, of  explain how to quantify, the impact of 
precipitation on coneumption. Therefore, we find that SSU shall 
not be required t o  adjust  revenues for  weather normalization. 

Reuse- S a l  es Revenues 

Exhibit  No. 127 contains SSU's responaa to an OPC 
Interrogatory regarding e f f l u e n t  sales a t  Deltona Lakes. I n  i t a  
response, the u t i l i t y  stated that the be l tona  Lakes country C l u b  
golf course had an effluent charge of s i x  cants per 1.000 gallons 
set by contract, which was equivalent t o  an annual charge of 
$9,308. Utility w i t n e e s  Sweat agreed that t e a t  year revenues 
should be increased by - $ 9 , 3 0 8  even though the utility did not 
receive revenues for salem during the 1991 test year. According to 
Hr. Sweat, t h e  e i x  cents per 1,000 gallons charge represents 
avoided costa as w e l l  as a repayment of the $75,000 i n  c a p i t a l  
improvements that SSU made to the Deltona Lakes Golf & Country Club 
property in exchange for the r i g h t  to dispose the effluent. 
Accordingly, we have adjueted Deltona Laken' teet year revenues by 
$8,308. 

In fts brief, OPC ale0 suggests that t h e  Comrnicslon establish 
chargea and impute revenues for a l l  other SSU systems which sell 
effluent. In a l a ter  portion of this Order, we f i n d  that the 
utility's reuse agreements and rates are reasonable. hccordingly, 
we have not imputed any other additional revenues for effluent 
sales. 

m u t i n g  Hev enuw for  Estimated U se 

In its brief ,  OPC argues that revanu~m should be imputed for  
water estimated as attributable t o  stuck and slow maters. OPC 
contends t h a t  there would, be a substantial mismatch of revenues and 
expenses if  revenue8 aeaaciated w i t h  thin water i s  not imputed. 

Utility witness sweat testified that SSU recently instituted 
a comprehensive meter testing program under which a l l  meters w i l l  
be tested and defective ones replaced within seven years. Hr. 
Sweat sta ted  that according to t h a  AWWA Manual, meters tend t o  run 
3 %  slower after f i v e  or s i x  years. currently, the utility has a 
zero usage report which indlcates how many meters in a given system 
registsred zero for  the month. He explained that the  utility sends 

A 
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a service person out to phyeically check non-registering meters in 
order to determine whether the meter is stuck or turned off because 
t h e  resident is away. Depending on the  billing cycle, Hr. Sweat 
noted, stuck meters can be detected w i t h i n  two or three months. 
Utility witness- Loucks testified t h a t  only a small percentage of 
residential meters are stuck and that cuetomera uith stuck meters 
are b i l l e d  the base f a c i l i t y  charge. 

We believe e l l  water u t i l i t i e e  will have some portion of water 
loat because of stuck or slow meters. We diaagree w i t 1 1  OPC that 
there  would be a substantial mismatch of revenues and e a p a n s e s  i f  
revenues associated with the estimated water usaqe for the s t u c k  or 
slow meters uere n o t  imputed. While there  will may be some 
mismatch, we believe that this m i s m a t c h  is not suhstantial. 
Hoteovet, w e  have treated es t iaated water losses which SSU 
attr ibutes  to stuck or slow meters as unaccounted-For water and 
have thereby mitignted the mlsrnatch i n  cases where unaccounted-Ear 
water is excessive. 

W e  are encouraged by the f a c t  that: t h e  u t i l i t y  has tnken 
positive s teps ,  by implementing a tes t ing  program, to reincdy ally 
problems. The utility shall update i t 6  progress on this program by 
E iling quarterly reports f o r  the tu - lve  months after the f i n a l  
order date. 

TEST YEAR OP-E-Ii-TTING INCOME 

In consideration of tha adjustments discussed above, we Cind 
that test year operating income, before increased revenues, is 
shown on the attached schedules: Schedules N o s .  3-A for the water 
systems and Schedule0 Nos. 3-B for the waktewatar systems. 
hdjiratments are itemfzed on Schedules NOS. 3-C. A l l  of t h e  
foregofng schedules are grouped by system, in alphabetical order. 

BEVEHUE REQUIREMENTS 

I n  consideration of the adjustments discussed above, we f i n d  
that the proper revenue requirements are shown on the attached 
nchedules: Schedules  N o e .  5-A for the water Bystems and Schedules 
Nos. 3-8 for the wastewater  systems.  A l l  of the foregoitig 
schedules  are grouped by system, i n  alphabetical order. The final 
revenue requirements requested by the utility were $17,998,776 for 
water and $10,873,112 for wastewater. The requested revenues 
represent increases of $ 5 , 0 6 4 , 3 5 3  (40.15%) f o r  water and $3,641,165 ., 

( 4 9 . 5 3 % )  for  uastewater based on the test year ending December 31, 
1991. We have determined the  appropriate revenue cequixenents ate - 
$ 1 5 , 8 1 9 , 9 0 8  for water and $10,108,775 €or wastewater on nn annual 
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basis. These represent revenue increases of $ 3 , 3 4 7 , 1 9 5  ( 2 6 . 7 7 % )  
for water and $3,352,838 (48.61%) for wastewater. 

oritv TO Fix state- Rates 

In eupport of i t a  position that this Commission should a prove 
stand-alone rates, Citrus County argues that this commissron is 
authorized to s e t  rates only on a system by syntem baeis. We 
dimagree. 

Section 367.081, Florida Sta tu tes ,  governs our authority to 
f i x  r a t e s  for a " u t i l i t y . "  Nowhere in Section 357.081 is there a 
reference to fixing rate8 for spec i f i c  systems. Section 367.021, 
Florida Statute# , defines both laut1lityn and "system. lt Pursuant to 
36?.02l(ll), usyetemlr means facilities and land used and u s e f u l  i n  
providing service. Pursuant to  367.021(12], " u t i l i t y u i  means a 
water or wastewater utility and except for certain exemptiona, 
inoludea every person, leasee, trustee, or receiver owning, 
operating, managing, or controlling a system who is providing 
service to the public for compensation. I n  the rate application 
before UE, we have bemn asked to fix rates tar 127 systems of one 
utility, SSU. This Commission has previous ly  approved uniform 
rates for multiple systems by county for  SSU, Jacksonville Suburban 
Utilities Corporation, Utilitlea, Xnc.,  and other w a t e r  and 
w a s t e w a t e r  utilities.. Further, w a  routinely approve statewide 
rates in other 1nduEttries such as telephone, gas and eiectric. 

Based on the fwregoinp, we f i n d  that ft i s  w i t h i n  this 
Commissionis purview to f i x  uniform, gtatewida xates for the 127 
system included in t h h  rate application, if we so choose. 

uniform, s t a t  w i d e  Rate S 

In I ts  M M I s ,  the utility requested & r a t e  a t r u c t u r e  designed 
with a capped or maximum bill for customers a t  a 10,000 gallon 
level of consumption. Revenue Beficieneies caused by using t h i s  
alcapn design wera to be borne by water and waatewater aystema which 
had lower revenue requitesente based on a pure stand-alone r e t e  
calculation. 

Utillty witnesses Ludsen and Cresse testified that uniform 
rates would not be appropriate because they do not t a k e  i n t o  
consideration the d i f f erences  in costs related to treatment types 
and systems' locations, such as on the coast as opposed to inland. 
utility witness cresse t e s t i f i e d  t ha t  the utilityls proposed r a t a  

structure would be i n  the beat interest of the customers because i t  
recognizes economies of scale and prevents rate ahock. When 
questioned concerning h i e  opinion on uniform, statewide xakes, U t .  
Creme testified that uniform rates would provide longer rate 
stability and lees erratic rate changea. He further t e s t i f i e d  that 
uniform rates uould require less accounting expense and rate case 
expense in the long run. Witness Crasse also testified that this 
commiesion has estnbllmhed uniform rata6 fn  other industries 
without regard to geographical area or type OE treatment. Further, 
Hr. Cresse t e s t i f i ed  that  there is no such t h i n g  a s  100% p a t i t y  for  
each claes of customern receiving service from a utility for every 
service customers receive, and that t h e s e  types of decis ions  are 
made regularly by this Commission wi th  t egard  to all of the 
utilities we regulate .  In addition, Mr. Cfasse testified t h a t  
uniform rates would be appropriate in the broadest sense, i f  the 
Commission were aeeking unlformiky and that  the  most appropriate 
aggregation of rate# would be statewide, r a t h e r  than other options. 

S t a f f  witness  Williams testffied that the utiiltyrs proposal 
was a good first step in a gradual move t o  some type of uniform 
rate structure. In h i s  opinion, uniform, statewide rates should be 
a Commission goal f o r  t h i s  utility. However, Mr. Williams 
testified, the utility should revise its service svailabllity 
charges prior to implementation of statewide rates. Ile further 
t e s t i f i e d  that atatewide rates would put  SSU on par w i t h  telephone 
and electric utilities, would provide SSU w l t h  incentives to 
continue acquiring small system, would provide economies of  scale,  
would provide better acces~ t o  capital, and would provide a larger 
customer base within  which t o  spread costs. Witness Williams 
further t e d t i f i e d  that uniform rates are o h p l y  derived, e a s i l y  
understood and economically implemented. He a l s o  t e s t i f i e d  t h a t  
statewide rates would mitigate rate shock releted to high p l a n t  
costa or operating expenses incurred as a r e s u l t  o€ plant upgrades, 
expansion, or regulatory requirements. In addition, Mr. Williams 
testified t h a t  t h i s  C o m m i s s h n  hae previously grouped water and 
wastewater system3 by geographical area, such a8 county, and by 
company. For example, Marlon Utilities, sunehhe Utilities, and 
Utilities, Inc. are utilities w i t h  some type of uniform rates. 

OPC took no position on this issue. COVh and Citrus County 
support rates calculated on a stand-alone basis. Citrus County's 
main argument concerning our authority to set rates on a statewide 
baaia is discussed separately in an earlier portion of t h i s  Order. 
COVA argues i n  i t s  brief that  approving a uniform rate structure 
would b e  t h e  same 88 our levying a t a x  on a l l  customers of systems 
paying rates in excess of the s tand-alone  rates .  Technically, a 
t a x  is collected for the benefit of t h e  government, not a private 
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utility and for this reason we reject COVA'e  argument t h a t  
stateulds rates would be the 88me as l e v y l n g  a tax .  Howevar, we 
f i n d  that in determining the fairness OE rates being fixed for t h i s  
utility, we must weigh the benefits of statewide rates t o  a l l  
customers against any inequities created by these rates. 

fn reaching our decision approving uniform, statewide rates, 
we have given consideration t o  many isaues. W e  have considered the 
ismem of aervice availability chargae, conservation rates, rate 
structure, and surcharge6 for advanced treatment systems. Each o€ 
these issues and our s p e c i r k  decision concerning them are 
discussed i n  a later pottion of thia Order. Our calculation of t h e  
final rates 1s also discussed  i n  a later portion of this Order. 

We find that uniform, statewide ratea provide t h e  following 
advantsges: 1) adminhtrat ive  e f f h h n c i e s i  in accountlng, 
operations and maintenance; 2 )  rate stability; 3) i n s u l a t i o n  of 
customer6 from rate shock from major c a p i t a l  fnprovemente OF 
increased operating casts{ 4 )  recognition of economies of scale; 5 )  
ease of implementation; and 6)  lower rate c a m  expense i n  the long 
run. In addition, we f i n d  that uni€orai statewide rates wLll not  
generate the CtoB6-subBld€zation of revenue deficiencies from 
wastewater to water customers created by t h e  utility's propoeaf. 
Any daficlencies that would result from a difference in the 
statewide rate to the stand-alone rate will be spread over the 
general body of ratepayers of the affected c l a s s  of service. In 
reaching our decision herein, we elf30 compared the stand-alone 
rates calculated on a syatem by system baeis to the final uniform 
statewide rates. I n  conparhg t h e  uniforn statewlde rates to the 
stand-alone rates, we found that for locations w i t h  both water and 
wastewater systems, a t  consumption level of 6,000 gallons per 
month, approximately t h i r t y  locations (60  ayskems) would have paid 
uniform higher water and waetewater rates than the u d € o m  rates; 
of those, approximately tourteen locationg would have  been paying 
$ 4 0  to $130 more than the uniform rates.  Only seven l o c a t i o n s  
would have had lower rates combined water and wastewater rates on 
a s t a n d  alona basis;  uf those, the difference between stand alona 
and uniform rates ranged from approximately $19 t o  $ 2 .  

Based on t h a t  comparison, we f i n d  t h a t  the wide dispari ty  of 
r a t e s  calculated on a etand-alone basia ,  coupled with  the above 
c i t e d  benefits of uniform, statewide rates, outweighs the benefits 
of the t r a d i t i o n a l  approach o f  setting rates on a stand-alone 
basis. Based on tho foregoing, w e  f i n d  i k  nppropriate to c a l c u l a t e  
unifotm, statewide rates for the 127 systems f i l e d  i n  this rate 
proceeding. 

In Its application, the  utility proposed t h z t  customers' bills 
be capped a t  $52 for water and $65 for wastewater for  10,000 
gallona of water usage. This proposal was par t  of the utility's 
step toward uniform rstea. Because ue have chosen t o  approve 
stetewide;  uniform raten without going through a gradual process 
leadin to uniform ratee, we f i n d  that the utlllty's request for a 

fs not appropriate. hccordingly, the rates approved uere not  
calculated with a "cap" on cu6toiners~ bills in the  manner proposed 
by the U t i l i t y .  

Conservation Rate 9 

I n  t h i s  Order, we have approved uniform, statewide rates 
des igned  using a bane f a c i l i t y  and gallonage charae (BFC) rate 
structure. In reaching t h a t  decision, we considered the issue or 
conservation rates .  

Utility wlknesa Ludsen t e s t i f i e d  t h a t  the 8FC rate s t r u c t u r e  
is a simplified conservation rate. Witneea Ludsen also t e s t i f i e d  
that before the utility proposed any other type of conservation 
rates, it would want to conduct studies on price e l a s t i c i t y  and the 
effects of conservation on consumption. O t h e r w i s e ,  ha testified, 
the  rates would be based on speculation. H r .  Ludsan also testified 
that  conservation can be promoted in other ways than rate 
structure, auch as through consumer education. In addition, Hr. 
Ludsen testified that f f  consaxvation rates were designed by 
reallocating a portion oC the revenue requirement from the  base . 
f a c i l i t y  charge t o  the gallonage charge, then full-time residents 
would pay more than their fa i r  Ehare of t h e  f i x e d  costs in those 
areas where there a t e  part-time residents. 

Staff witness Williams testified that for most s5u systems, 
the  BPC rate structure may be considered an adequate consarvatlon 
rate structure. Witness  Williams identified three systems In 
critical UBB areas which, i n  h i 8  opinion, should have a 
conservotion rats structure with stronger i n c e n t i v e s  for 
conservation.  Witness Williams proposed two conservation 
structures: one proposal would allocate revenua requirements so 
t h a t  more tevenue i s  recovered in the gallonage charge; and the  
second proposal would raise the gallonage charge and apply excess 
earnings to revenue d C f i C h n C i E B  created by t h e  move to uniform 
rates. 

Utility w i t n e s s  Lewis t e s t i f i e d  t h a t  for systems experiencing 
negrrtlve growth, a large increase In rates  due to the 

C .  
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implementation o f  conservation rates could have a s u b s t a p t i a l  
detrimental effect on growth. According to Hr. Lewis' testimony, 
one such system which experiences negative growth 1s the Stone 
Mountain system, one of the three mentioned by S t a f f  witness 
Williams. Mr. L e w h  testified that the negative growth for thia 
syetem offsets the high average us8 per customer. 

Neither OPC, COVA, n o r  Citrus County took p o s i t i o n s  on t h i s  
issue. 

We have considered t h e  BFC rate structure to be a conservation 
r a t e  structure i n  previous d e c i s i o n s  because it allocates fixed 
expensen i n t o  the base charge and variable  expenses f n t o  the 
gallonage charge. Thus, customers axa given the opportunity to 
understand the efEect of, and t o  control, their usage. Rates s e t  
on any other conservation rate structure would not be supported by 
any evidence in t h e  record. 

Based on the foregoing, we f i n d  that ' the  BFC rate s t r u c t u r e  ia 
an appropriate conservation rate structure for  a l l  SSU systems in 
this rate case, at this time. 

Po rchara B For svatems With Advanced Treatment 

I n  our determination t h a t  uniform, statewide rates are 
appropriate for a l l  o f  the 127 aystems f i l e d  in t h i s  proceeding, w e  
considered the issue of whether a surcharge for advanced treatment 
would be appropriate. The u t i l i t y  d i d  n o t  ask for uniform, 
statewide rates nor such a Surcharge in its application. Hone of 
the other partie6 took a position on the surcharge issue. 

Utility witness Cresse testified t h a t  whi l e  the utility was 
not seeking uniform rates,  treatment type may be en npgropriata 
nethod for grouping utility systemo. lbwevex, utility witness  
Ludsen testified that  tha utility should avo id  a surcharg% for 
myetema w i t h  advanced treatment eyetems because the of the 
difficulty with customers' understanding of these charges aa w a l l  
B E  t h e  difficulties involved with billing. When asked about 
criteria to be considered for establishing rnte bands, witness 
Ludeen testified that treatment type wag no t  one of the major 
determinants of cost. In addltion, Mr. Ludsen testliied that 
because the additional cost associated w i t h  treatment type  Is 
r e l a t i v e l y  small in t h i s  case, a uniPorrn, statewide rate for a l l  
systems would not reflect much distortion as a r e s u l t  of advanced 
treatment costs. F u r t h e r ,  w i t n e s s  Ludsen testified that the 
u t i l i t y  had not done any ana lys in  of t h e  additional costs related 
to advsrlced treatments systems. However, he also testifled t h a t  
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even standard treatment Eacilitiett can have wide ranges of c o s t s .  

- Based on the foregoing, no providon for A surcharge for 
advanced treatment systems was inc luded  In our calculmtion of the 
final, uniform, statewide rates. 

I n  an earlier portion of this Order, we approved St ipu la t ion  
No, 2 6  which e skabl i ehes  a monthly b i l l i n g  cycle for a l l  systems. 

Base Facilitv Charse 

Prior t o  hearing, the u t i l i t y ,  COVA, and staff agreed t h a t  a 
BFC and gallonage charge structure should  be fmplemented for a l l  
6SU systems. We approved t h i s  stipulation in a earlier portion of 
this Order. llowewr, in i t a  application t h e  utility calculated the 
residential Wastewator BFC using the hwWh ERC factors. In i t s  
brief the utility s t a t e s  that  I t  does n o t  oppose t h e  elimination of 
the as long as the utility's revenue requirements can be met. It 
is COVA's  position that the proposed 3FC calculation i s  
inappropriate for reaidential  wastewater customers because most 
water used i n  larger meter sizes is  used €or i rr igat ion and i s  not 
returned t o  the system. 

' 

, QPC took no position on t h i s  issue. 

Generally, in the d e s i g n  of the BFC for wastewater, ne have 
d~ekinguished between the usage of residential and general service 
cuatoraers. Utility witness toucks agreed that most residential 
customers usa a 5 / 8 "  x 3 / 4 "  meter, and that i f  a customer is u s i n g  
a larger meter, it Is for irrigation purposes. She further 
testified that i r r i g a t i o n  water i n  n o t  returned to the collection 
system and thus, does n o t  increase t rea tment  costs. 

The BPC escs lated for AWWh factors would be appropriate i f  t h e  
residential customer were placing an addit ional  demand an t h e  
wastewater treatment system. However, as w i t n e s s  Loucka testified, 
the additional water received by the larger res ident ia l  meter s izes  
1s used mainly for  irrigation. We find k h a t  escalathg t h e  8FC for  
the AWWA factorcr for residential wastewater customers would force 
customera w i t h  larger residential meter sires to pay a 
disproportionate share Of the utility's Ilxed costs related to 
treatment and collection. h c c o r d h g l y ,  we have calculated t h e  
residential wastewater DFC based on one ERC for a 5/8"x 3 / 4 "  mater, 
and not on the AkWA ERC factors. 
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Fallonaae chnrue 

In its application, SSU requested a uniform wastewater 
gallonage charge for both rerldentlal and general s e r v i c e  
auatomets. The praviously authorized gallonage charge recognizQd 
that R higher percentage of water 1s returned to the waetewater 
system by the general eervice customer than by the r e s i d e n t i a l  
CUStDm0r a 

Utility witness M u c k s  t e s t i f i e d  that she w B a  aware that t h e  
gallonage charge s e t  by the Cormisdon generally was designed to 
recognize that 8 0 1  of  the water aold to xssidential customam and 
96% of the water aold to the general service customers was returned 
t o  the waetewater system. Further, ah& agreed that where the 
return f l o w  o f  t h e  rasidential and general service cueEomerJ to 
t h e  wastewater eyetem are different and gallonage rates are equal, 
remidential customara would be subsidizing general service 
customers. She also t e s t i f i e d  that  she had not seen any study 
re lated Eo SSU's eyatems t o  verify whether or not this differential 
Has truo far SSU. 

This Cornisdon has previously approved t h i s  dlffetential 
between residantisl and general eervlce flows for this u t i l i t y  and 
many other utilities. We f i n d  no evidence to m p p o r t  a deviation 
from using t h e  t r a d i t i o n a l  differential in this instance. 
Therefore, w e  have C r s l C U f a t d  the gallonage charges recognizing 
that a 0 1  of water gold to reaidentlal customers and 96P of water  
oold to general service cuatomers i 8  returned to the wastewater 
system. 

Gallonacre C ~ Q  

I n  its applfcation, the utility proposed a residential 
wastewater gallonage OB of 10,000 gallons for a l l  systems. 
Currently, t h e  utility ut!lizes several gallonage caps ranging from 
6,000 t o  10,000 gallons. COVA took the position t h a t  the cap for 
Sugar Hill Wood8 should remain a t  6 , 0 0 0  ga l lons .  OPC kook no 
position on this issue. 

Utility v f t n e m  Mucks testified that the 10,000 gallon 
proposed r e s i d e n t i a l  wastewater cap wae based on a ttjudgemant 
call," and was not based on an analysis of consolidated factors. 
In i t e  brief, the utility state8 that it ~ E I  not oppoged to a 
wastewater gallonage cap lower than the  requested 10.000 gal lons .  

The Co~nmIsslon's goal In setting a wastewater gallonage cap is 
to recognize the general usage level of a U t i l i t y ' 6  customers in 

the ir  d a i l y  uae. Hater used beyond that  level  is water probably 
used tor Lrrlgafhn. and would not be returned to the wastewater 
system. Consolidated factor analys is  based on company data, as 
well ail cuatomer testimony, indicatea that a 6,000 gallon 
residential wastewater cap would encompass the average usage o€ 
most of t h e  utilityt# custoraers. Baaed on the foregoing, w e  f i n d  
t h a t  the 6,000 gallon cap will meet t h e  utility's revenue 
requirements and w i l l  a i t igatm rate shock by providing residential 
customers wi th  a lower maximum wastewater b i l l .  hccordingly, we 
f i n d  t h e  appropriate residential  wastewater gallonage cap t o  be 
6 , 0 0 0  gallons for all systems. 

Fire Protection 

In an earlier portion of this Order we approved Stipulation 
No. 8 eliminating public f i r e  protection rates. A t  hearing, w e  
approved II s t i p u l a t i o n  which provided t h a t  the private  fire 
protection rates were to be uniformly calculated at one third of 
the  BFC for the appl i cab le  metet she. 

The utility requested a private fire protection rate  bo 
approved for llnes less khan four inches in diameter. Utility 
witness  Loucks testified that  a t  hmelia I s land  the utility has two 
cuatomere who receive sprinkler service throuqh a tu0  inch l ine .  
We f i i i d  that lines less than two inches are not appropriate €or the 
provision vf adequate water pressure and flors for f ire  protection, 
u n l e s s  those lines are serving a s p r i n k l e r  sys tem.  Based on the 
foregoing, w e  approve t h e  utillty'e request for private fire 
ptokection rates for t i n e d  lass than four i n c h e s  where t l m  service 
provided i s  limited solely to sprfnRler system ~ e r v i c e ,  n o t  hydrant 
service. Any future requests for private fire protection through 
a l ine less than two inches must be approved by the Commission on 
a case by case b a s k .  

Service Avaflabil itv Charges 

In determining t h a t  uniform ra tea  ara appropriate In t h i s  
case, we considered the issues of whether servlce availability 
charges must be revised prior t o  establishing statewide rates, and 
when t h e  utility should file an application for changing service 
availability charges. 

Utility w i t n e s s  Ludsen testified that SSU chose not to f i l a  
for revised service availability charges I n  t h i s  case because the 
u t i l i t y  needed a rate case a6 quickly as possible due t o  i t s  
financial situation, and t h a t  preparation of such a request at t h e  - 
same time as t h e  rate case would have delayed t h e  filing for rate 

-, - 
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relief. Mt. Ludsen a l s o  t e s t i f i e d  that with the magnitude oE the 
rate case filing, there may have been too much to prepare to also 
file the service availability case at the same tlme. I n  addition, 
witness Ludsen testified thoE t h e  filing of a service avnilabfllty 
case Warn not necessary baeed on the rate s t r u c t u r e  requested by the 
, u t i l i t y .  He further testified that, even if t h e  utility requested 
any change8 i n  service availability charges, it would be eight t o  
ten years before those changes would have any impact  on the overall 
level of CIIC. Further, w i t n e s s  Ludsen testified t h a t  the utility 
intends to fils a service availability case within  the next two  
years. 

Utility wltn*mm Crease teetifled t h a t  t h e  rate structure 
should be moved more toward uniformity before the service 
availability charges are changed. Utility w i t n a e s  Cresse also 
terntifled that he dosm not believe that GSU'S service availability 
chargem noad to be chenqed prior to, or aimultansously with, a 
change i n  rate structure. According to Mr. Cresse, any changes 
made to service avaflability chsrges will not make the authorized 
rateB wrong, nor will a chunge in the rate structure make the 
service availablllty charges unreasonable. Hr. Ctestle also 
testified that i f  the Comi6lsion chooiea 8 statewide rate based on 
a statewide revenue requirement, any required changes tu service 
availability charges could be done prospectively. 

staff witness wil l iams testified t h a t ,  i f  t h i s  Commission 
approves a uniform rate structure, we should a l s o  require the 
utility to file 8 service availability case as soon as possible. 
Witness Willfame a160 teetitied that carefully designed service 
availability charges can move each system's average investment per 
cuetomer closer together and cause the average investment per 
cucltomer to be mor% uniform. 

COVA argues t h a t  t t s  members pay substantial service 
availability charges which resul t  i n  the Sugar M i l l  system's having 
a vary l o w  rats base. Recording to COVA'e argumenta, i f  a 
atatewide rate is approved, their members, who have Invest-ed and 
aria still inveeting more than $2,000 each i n  their utility, would 
Lw penalized by having to pay dfsproport~onate ly  h igher  rates.  

There is no evidence i n  tha record ahowing that other 
utilities have been required to achieve a specific level of 
contributlone prior to obta in ing  uniform rates, or fd%ntl€ying any 
s p e d f i c  level of C I A C  for SSU to achieve prior to implementing 
uniform rates. 
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Baaed on the foregoing, we find a s  follows: 1) that. a review 
of a a r v h e  availability charges is n o t  required prior to 
establishing the rates i n  thlm proceedlng or prior to lmplemeut lng  
uniform, statewide xataa; 2 )  that a chnnge in the service 
availability charges will not affect current revenue requirementm; 
and 3) that it w i l l  be many years before any increase in service 
availability charges would affect rates. However, we a l s o  find 
t h a t  i t  1s appropriatt? t o  require the utility to file an 
application for servics availabflity charges u ~ t h l n  t w o  years of 
the date oI t h i s  Order. 

&tee For Reuse of Rs_claimed Water 

According to data  filed by SSU, f i v e  o f  i t s  systems have 
agreements ~ O K  effluent reuse, and two of  those systems receive 
compensation for the u6e of effluent. The systems providing 
ePCluent: reme for no charge are  P o i n t  O'Woods, Amelia Island and 
University Shores. The t w o  systems with a nominal fee for 
providing effluent reuse are Deltona Lakee and University Shores. 

Witness Sweat testified that for the Pvinl: 0' Woods system, 
the reuse agreement for no compensation i s  mutually b e n e f i c i a l  
becsuse it provides a d isposa l  slte for t h e  u t l l i t y  and a source of 
irrigation water for  the golf course. The  Point 0' Woods sys tem is 
not in a critical use area. 

, 
According Co witness Sweat,  even though t h e  Fuaelia I s land  

system i s  now i n  a critical use area, the  t h r e e  golf course- which 
receive approdmately 600,000 gallolls a day of  reuse at no cost 
have consumptive use permits which would provide alternative 
6ource8 of water irrigation should t h e  utility be required to 
charge for effluent reuse. 

The third system which provides effluent rouse for no charge 
is University Shores. According t o  utility witness Sweat,  at the 
time the reuse agreement vas entered into twe lve  year? ago, DER warn 
not permitting effluent disposal  in the Econ River. Hr. Sweat a l so  
teBtified that in order to have more land for disposal, t h e  utility 
entered into  an nqreement with Chapel Hi11 Cemetery which provided 
the utility with approximately 9 5  acres for d i s p o s a l .  Utility 
wltnesa Sweat  opined t h a t  t h i s  agreement was t h e  best possible  
agreement that the utility could have entered into at the t i m e .  

U t i l i t y  witneas Sweat t e s t i f i e d  that the Deltona Lakes system 
entered into & reuse agreement w i t h  Glen Abbey Golf and Country 
Club when the system wa6 ordered by DER to cease discharging 
effluent i n t o  Lnke Aontoe. Mr. Sweat Curther ter;tlfied t h a t  G l e n  
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Abbey has i t a  own wells and a consumptive use permit and therefore, 
the utility warn unable to negotiate a r8te far reune. 

Rr. Sweat also testified t h a t  the Deltclna t a k e s  ayatem was 
able  t o  negotiato a nominal fee  for reme at another go l f  courie i n  
the area. The twenty-year agxeement between Deltona Lakes and 
Deltona Golf and Country Club provides for a rate of 6 cents per 
1,000 gallons for up to 500,000 gallone per day which is based on 
avoided electric costs and repayment for $ 7 5 , 0 0 0  of  improvements. 

According t o  Ar. SWeat'a testimony, the Florida Central 
Commerce syetem €0  authorized by this commission to charge a rate 
of 12 cents per aprinkler head for the provision o f  effluent t o  an 
industrial park. The 12 cents was authorized t u  recover the coat 
of the wastewater treatment plant. 

OPC arguer t h a t  a rate for ef€luent should be snt at the full 
coat of providing the ef f luent  reuae. 

Based on the foregoing, we f i n d  th8t the utility has made a 
good f a i t h  effort t o  negotiate t h e  best agteemente for prov id ing  
effluent reuse under the circumstances surrounding each of the 
individual systems. We agree with the utility t h a t  establishing 
rates for  effluent reuee tor t h e  systems providing reuse could 
cause the 106s of t h e m  outlet8 for efrluent disposal .  
Accordfngly, we f h d  the current effluent reuse agreements and 
retes, nhere applicable, to be reasonable under the circumstances. 
In addition, w e  f i n d  i t  appropriate to  requira t h e  utility t o  file 
t a r i f €  sheets for approval of the effluent rata established by the 
contract between the D%ltona Lake8 system and the Deltona Lakest 
Golf and country Club. 

t To T est Year Con sumwtloq 

OPC proposed that the test year consumption a s  shown on BFR 
Schedules N O S .  E-2A should be adjusted t o  reflect a hfgher amount 
of consumption because t h e  r a i n f a l l  for the  test year was hfgher 
than normal. In support of t h i s  position OPC offered an exhibit 
showing that the S t a t e  of Florida had a greater r a i n f a 1 1  during the 
test year than ia t y p i c a l .  In an eerlisr portion of t h l e  order, we 
determined that  no adjustment would be appropriate for weather 
normalization. conaiatant with that decision, we have made no 
adjustment8 to the test year consumption shown in the HFAs. 
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Final  Rates 

The final. rates requested by the utility are designed to 
produce annual revenues of $17,998,7?6 and $10,872,112 for water 
and wastewater, reapectivaly. The requested mvenues represent 
increases of  $4 ,064 ,353  (40 .16%)  for water and $3,601,165 (49.53%) 
f o r  wastewater based on the test year ending December 31, 1991. 

We have  determlned the approprfate revenue requirement to be 
$15,849,908 and $10,1t38,775 for water and Wastewater, respectively, 
on an annual basis; These represent  an increase of revenues of 
$3 ,347 ,195  ( 2 6 . 7 7 % )  and $3,332,838 (48.61%) for water and 
wasteuater, respectively. The f i n a l  rates, which w e  find t o  be 
f a i r ,  just and reaaonabls, are designed t o  achieve these revenue 
requirements,  using the BFC rets structure as discussed in an 
earlier portion of t h h  Order. The final rates a t e  a uniform, 
statewide water rate o f  $$.OD for the BFC with a $1.19 gallonage 
charge, For wastewater, the DFC is $ 1 2 . 0 1  with  a $3.41 gallonage 
charge and a 6,000 gallon gallonage cap. Tho statewide rate 
calculated %ppxoved herein allows revenue de€iciencies iron water 
customers to be recovered from other water customers. Likewise, 
deficiencies from wastewater customers will be recovered from other 
wastewater customers. 

The approved rates w i l l  be effective for service rendered on 
or after the stamped approval date of the revised tariff sheets to 
insure Chat the new rates are implemented for the same period O C  
service for a l l  customera. P r i m  to the implementation of the 
increased rates, the utility s h a l l  submit revised t a r i f f  sheets and 
a proposed customer notice explaining the increased rates and the 
reasons therefor. The revised tar i f f  sheets will be approved upon 
staff's veriffcation t h a t  they ate conufstent with this 
Commission's decision and t h a t  the proposed customer notice i e  

The n t i l i t y ' s  present rates, interim rates, requested rates 
and our final approved rakes for each system are shown on Schedules 
Nos. 4 ,  at tached  hereto. 

I 

adequate.  

Rate Case Expense Amortionment 

S e c t i o n  367,0816, Florida Statutes, requires that rate case 
expense be apportioned for recovery over a period of four years .  
T h e  statute further requires t h a t  the rates o r  t h e  utility b e .  
reduced immediately by the amount of rate case expense previously 
included in the rates. accordingly, we find that the  water rates 
should be reduced by $253 ,257  (1.63%) and the waetewater rates 
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should be reduced by $87,601 ( . 8 6 t )  af ter  four y e a r s .  The revenue 
reductions reflect the amortized annual  rate case amounts plus the 
gross-up for regulatory assessment t e e s .  Our calculation OF the 
rates a f t e r  the reduction are ehoun on Schedules N o s .  7 and 8 for 
water and wastewater, respectively. 

The utility 8haLl Lile tariffs no l a t e r  than one month prior 
to the actual date of the required rate reduction. In addition, 
the u t i l i t y  s h a l l  file a proposed customer letter s e t t i n g  forth the 
lower rates and the reason for the reduction.  If the u t i l i t y  files 
t h i s  reduction i n  conjunction with a pr ice  index or pass-through 
rate adjustment, separate data shall be f i l e d  for t h e  price Index 
and/or pame-through increase or decrease and the reduction i n  the 
ratee due t o  the amortized rate case expense. - 

By O r d e r  No. PSC-9Z-0948-FOF-WSl issued September 8 ,  1992, we 
approved interim rate increases, subject  to refund, of $3 ,853 ,414  
(30,842) and $3,441,905 ( 5 0 . 4 4 % )  for water and waatewater, 
respectively. These increases  resulted in annual revenues of 
$16,347,596 for water and $10 ,270 ,606  for wastewater. Pursuant to 
Section 3 6 7 . 0 8 2 ,  Florida Statutes, any refund should be calculated 
to reduce the rate of re turn  of the utility during the pendency of 
the proceeding to the same leve l  within the range of the newly 
authorized rate of return. Adjustment8 made in the rata case test 
period that do not relate to the period interim rates are i n  effect 
should be removed. 

The approved interim rates for t h e  interim t e s t  year ending 
December 31, 1991, did not include any pro forma provisions for 
increased operating expenses or Increased plant .  The interim 
fncreaae w 1 8  designed to allow recovery of  actual interest costs, 
and the floor of the last authoriaad range €or equity earnings. 

Since t h e  f i n a l  test  year for thim case was an historical 
period, pro forma adjustments Were made i n  tha case. To establish 
the proper refund mount, we have c a l c u l a t e d  a revised i n t e r i m  
revenue requirement u s i n g  the 5ame data used to establinh final 
rates, but excluding the pro forma provisiona for rate cane expense 
and SFAS 106 coclt8. Those pro forma charges were excluded s i n c e  
they were not a c t u a l e x p e n s e u  during the interim collection period.  
The comparable revenue requirement was calculated using the  cost of 
capital determined in an earlier portion of thls order. T h i s  
overall coat a€ cap i ta l  includes the return on equi ty  that, by 
statute, is the prescribed return to be used to test for excessive 
earnings during the interim collection period.  
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Based on the foregoing, we have recalculated the interim 
revenue requirements t o  be $15,277,225 for the water and $ 9 , 9 9 0 , 7 0 9  
for t h e  wastewater. For water, the previously approved i n t e r i m  
revenue exceeds the adjusted revenue amount by 6 . 5 5 a .  For 
wastewater, t h e  previously approved amount exceeds the recalculated 
interim revenue requirement by 2.73%. S i n c e  the interim rates 
approved exceed t h e  adjusted interim calculat ion,  a refund is 
necesaary. 

The fnterln increase Was calculated on an equal incremental 
increaee for each syetem. Therefore, we f lnd it appropriate t o  uae 
the same proportionate methodology to refund interim rates. The 
interim water nnd nastewdter base facility and gallonage charges 
a h a l l  be reduced to  t h e  extent  t h a t  the appropriate refund amount 
will ba accomplfalied. The refund revenues are to be split 405 to 
the base facility charge and 601 to the gallonage chaxga and 
calculated on a per SRC and gallonage basis .  Wastewater systemz 
with flat rates shall be decreaeed by the Elat rata per  ERC amount 
p l u s  the average usage of metered customers multiplied by the 
gallonage charge decrease amount. 

Prior to implementing the refund, the utility @ h a l l  submit, 
and have approved, the water and wastewater refund rates along with , supporting documentation of the calculatfon of those rates, The 
interim refund s h a l l  be made with interest and in cofiformity w i t h  
Rule 25-30.360,  Florida hdmhistrative Code. 

m 
W e  have made several adjustments to t h e  utility's requested 

RFPI charges for non-used and useful  p l a n t .  The first adjustment 
is to the utility's calculation of W P I  charges based on gross 
plent rather than net  plant. Utility witness L e w i s  acknowledged 
t h a t  i n  o a l c u l a t h g  AFPX chargea, the Commission generally uses net 
plant. However, w i t n e f ~ a  L e w i s  testiffad, i f  or ig inal  hFPI charges 
are n o t  based on gross p lant ,  the u t i l i t y  will never recover 
portion of t h e  accumulated depreciation attributable t o  t h a t  p l a n t .  
Witnetls Lewis also t e s t i f i e d  t h a t  if a predecessor utility, such a s  
Deltona was collecting AFPI cn t h e  non-used and useful  p l a n t ,  then 
i t  would be appropriate to calculate the hFPI for t h a t  p lant  based 
on net  plant; o t h e r w h e ,  the utility Would be recovering 
deprec ia t ion  expense t h a t  t h e  predecessor utility had recovered. 
Witness Lewis a l s o  t e s t i f i ed  t h a t  in order t o  make t h i s  
determination,  one would have t o  g o  back to tho  records o f  t h e  
predecessor utility to deterrnfne whether there were A F P I  charges 
and on what plant  those charqes were calculated. llowever, we f i n d  
that  ne i ther  Hr. Lewis' testimony nor any other p a r t  of  the record 
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i d e n t i f i e s  thc plant fox which h F P 1  was not previously charged and 
for which t h e  gross plant calculation might  possibly apply.  
Therefore, w e  f ind it appropriate to calculate AFPI kharges bnsed 
on n e t  p l a n t .  

A l s o ,  w e  have reduced t - h ~  AFPI Charge6 for the Sugar All1 
Woods and Burnt  store systems to recognire prepaid CXAC which 
witness  Lewie acknowledged had been Improperly excluded. W e  h a v e  
a l s o  adjusted hFPX chatgea to recognize our odjuatmcnts to used and 
useful plant  and cost  of capital, ae dhcussed i n  earlier portions 
of this Order. 

For several systems, the APPK charges requested were blended 
charges covering both trentment: and distribution and c o l l e c t i o n  
p l a n t  regardless o f  the c a p n d t f e s  for t h e  v n r i o u s  components. 
Utility witness Lewis testi€ied that i t  would n o t  b e  unreanonablo 
to calculate AFPI charges separately for different components. 
Therefore, we have calcuIated APPI chargee seporotefy for system 
components with substantially d i f f e r e n t  capacities. 

In its calculation of APPI chargee the utllity exc luded  
propetty taxes. In an earlier portion of thio Order we determined 
that it ia sppropriate t'? Include property taxee on non-used and 
useful plant i n  the calculation of AFPI charges. W G  have adjusted 
t h e  AFPf  charges accordingly. I n  add i t ion ,  we have o n l y  c a l r u l a t e d  
hPPX charges  for those s y s t e m s  for  w h i c h  the u t i l i t y  requested an 
hFPI charge. !l%e h F P l  charges a r e  s z t  forth In Schedules Uos .  6 ,  
attached hereto. 

iw.L!lE 

In its application, the utility requested an allowance for 
funds uaed during construction (AFUDC) ualng a discounted rate  of 
0 . 3 0 0 8 9 9 % .  Utility u!+nePs I & u h  testified t h a t  if the rate  of 
return on equity or the i n t e r e s t  rate on d e b t  were lower, then t h e  
AFUDC rate would a l s o  change. Based on our determination o€ t h e  
cost of copital i n  an earlier portion of this Order, and c o n s i s t e n t  
wi th  Rule 25-30.116, Florida A d m i d s t r a t i w  Code, we have 
calculated the appropriate annual AFUDC rate t o  be 1 0 . 6 3 8 ,  which 
repteeante  a discounted monthly rate of O . t l 4 5 1 0 9 t .  Further ,  
consistent with the above-referenced r u l e ,  the effective d a t e  for 
t h i s  rate is January 1, 1P92. 

. hvnl icat lon of SPAE 106 

OPC r a i s e d  tho i rsue  o f  whether t h e  pronouncements of the 
Financial Accounting Standards  Board (FASB) l e q n l l y  compel thie 
Commission to use any specific accounting methodoloqy €or 
r a t e m a k i n g  procedures under Chapter 367, Florida Sta tu tes .  SSU, 
OPC and staff agree that  the Commission i a  not  leyn!ly compelled to 
use t h e  proaouncements of FASB for ratemaking p r p m c s .  As OPC 
witness Nor!tanaro testified, the Statement of Financial Accounting 
Standards  (SFAS) 106 was designed €or externa l  f l n a n c f a l  
statements. llowever, to the extent  t h a t  t h e  FhS8 pronouncements 
provide reasonable  methodologies for recogitising w p e n a e s  in II 
regulatory framework, we f i n d  it epprnprlat~ ' ~ R C  those 
pronouncements for ratcmnking purposes I f  w e  so c':::?. 

SSU and OPC agree t h a t  t h i s  Commission cannot  s u b s t i t i i t o  SFAS 
106 a s  t h e  standard by whfch it judqcs whether utility OPER 
expenses are incurred and are reasonable. It 1s t h e  u t i l i t y ' s  
posltion that t h l s  i s s u e  ha5 h e n  resolved i n  Crdcts tlos. 24178 ,  
issued February 2 8 ,  1991, and PSC-92-070A-FOF-TL. issued July 24 .  
1992, in which we found that SFAS 106 is an appropriate standard by 
which to judge whether u t i l i t y  expenses are inc~irrc! and, If 
incurred, reasonably incurred. However, i t  i s  OPr's position t h a t  
this: Commission must examine all expenses tu determlne i f  they nre 
reasonably Incurred by the utility. OPC further states t h a t  the  
CommIsuion cannot delegate its authority to FhSR. 

We agree t h a t  t h i s  Commission may n o t  delsgata its a a t h o r f t y  
to FASB. However, we f i n d  t h a t  it La inherent In cur obligation to 
regulate i n  the prihlic interest t h a t  L'E may dntermine  a 
methodology, such as SfAS 1 0 6 ,  t o  be appropriate tor ratpmaking 
purposes. This docs not const i tu te  deleqation of authority. We 
may employ the b a s i c  guhklinee found in SFAS 106, and s t i l l  make 
adjustments to t h e  OPER expense ca lcu la ted  under STAS 106 by 
adjusting iterne wlch zs the  underlying assumptions, timing or 
beneflta. Further ,  we f i n d  t h a t  t h e  burden or p r c c i  I n m i n s  with 
the utility no m a t t e r  what methodology i6 used. Therefore, wm find 
that, while a methodoloqy under a S F M  may bn q m e r a l l y  acceptable, 
it remains t h e  obligation of t h e  u t f l i t y  to prove that an expense 
i s  B reasonable,  prudent, and u t i l i t y - r e l o t p r l  cxprnse. 
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In an earlier portion of t h i s  Order, we determined it 
appropriate to approve the utility's use of SFAS 106 for ratemaking 
purposes. We also determined t h a t  the amortization of the 
t r a n s i t i o n  obligation 16 necessary for t h e  transition from pay-as- 
you-go accounting t o  accrual accounting. OPC has raised the issue 
of whether the amortlzntion of the transition obligation violates 
the prohibition' against retroactive ratemaking. It 1s SSU's 
posi t ion  that allowing SFAS 106 expenne for  ratemaking will n o t  
violate the prohib i t iv l l  against retroactive ratemaking because t h e  
rates seL in this proceeding will be charged prospectively, 

The Florida supreme court he ld  in Gulf Power Co. v, Cressa, 
4 1 0  So.2d 4 9 2  (Fla, 1982), and of  t h e  Gtate of Florida vL 

a Public Service C o m r n i s p h ,  4 4 8  So.2d 1024  ( F l a .  1 9 # 4 ) ,  that 
retroactive ratemaking only occur6 when new rates are applied t o  
prior consumption. we find t h a t  i n  t h i s  case the recovery of the  
trans i t ion  adjustment i s  not retroactive ratemaking because I t  is 
an accounting change t h a t  does not a f f ec t  c o s t s  incurred by ths 
utility beCore SFAS 106 is implemented and because the transition 
obligation represent= the ptesent value of benefits t o  be paid in 
t h e  future. Rased on the foregoing, we f ind that the amortization 
of t h e  transition o b l i g a t i o n  1s a necessary part o f  the utility's 
SFAS 106 expense and t h a t  including it in the a l l o W m c e  for SFAS 
106 axpenae is appropriate and doea not  result i n  retroactive 
intemaking. 

1. The Conmission has-jurisdiction to determine the 
water and wastewater ratas and charges o f  Southern 
S t a t e s  Ukilitia3, mc., pursuant to Sections 
367.081 and 367.101, Florida Statutes. 

2. As the applicant in this case, Sout-hern States 
Utilities, I n c . ,  has the burden of proof t h a t  I ts  
proposcd rates  and chargee are justiripd. 

3 .  The rateG and charges approved herein are just, 
xeaKonable, compensatory,  n o t  unrairly 
diacriminatory arid i n  accordance w i t h  t h e  
requirements of Section 367.081 ( 2 )  , Florida 
S t a t u t e s ,  and other governing l a w .  

4 .  Pursuant t o  Chapter 25-9 .  P O 1  ( 3 )  , Florida 
Admfnistrative Code, no rules and regulations, or 
schedules of rate8 and charges, or modifications or 
revisions of the same, shall be e f f e c t i v e  u n t i l  
filed with and approved by the C o m h s i o n .  

Based on the foregoing, it is 

ORDERED by the Florida Publ i c  Service Commission t h a t  the 
a p p l k a t i o n  by Southern States U t f l l t l e s ,  Inc. for  increased  rates 
and charges for water and wastewater service Is hereby approved. 
It Is further 

ORDERED that each of the findings contained in the body of 
t h i s  Order I s  thereby approved in every respect.  It is further 

ORDERED that a l l  matters contained herein, whether in the form 
of discourse i n  the body of this Order or schedules attached hereto 
are ,  by refereixe, expressly Incorporated herein. It is further 

ORDERED that the increased rates approved herein shall be 
effective for service rendered on or after the stamped approval 
date of the revised t a r i f f s  sheets. It is further 

ORDERED that, prior to t h e  implementation of the rates and 
chargee approved herein, Southorn States Utilities, ha., s h a l l  
Eubrnik a proposed customer notice explaining the increased rates  
and charges and t h e  reasons therefor. Xt ie further 

ORDERED that, prior to the  implementatton of the rates and 
charges approved herein, Southern States Utilities, ha., shall 
submit, and have approved, reviaed t a r i f f  sheets. The revised 
t a r i f f  sheets w i l l  he approved upon staff's verification that  they 
are consistent with t h i s  Commission's decision and that the  
proposed customer notice Is adequate. It i s  further 

ORDERED t h a t ,  simultaneous with the filing of revised tarifP 
sheets, Southern S t n t e s  Utilities, Xnc., shall fila t a r i f f  sheets 
for approval of the effluent rate established by the  contract 
between the Deltona takes system and Deltona Lakes Golf and Country 
Club. It is further 

ORDERED that, p r i m  to t h e  implementation of the refund, 
Southern States utilities, xnc . ,  s l i a l l  eubmlt, and have approved, 
the water and wastewater refund rates along w i t h  supporting 
documentation of the calculation of those rates. Ik is further 
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ORDERED t h a t  the refund and t h e  refund report shall be 
completed In accordance with Rule 25-30.360. Flor ida  Administrative 
Code. It 1s further 

ORDERED that the rates approved herein shall be reduced a t  the 
end of the four-year rate case expanse amortization period. 
Southern States Utilities, Inc., shall file rsviaed tariff sheets 
no l a ter  khan one month prior t o  the actual data of the reduction 
and shall a l s o  file 8 customer notice. It is further 

ORDERED t h a t  Southern Statee Utilities, fnc., shall f i l e  all 
required report8 within the t i m e  periodm prescribed in the body of 
this Order. It is f u r t h e r  

ORDERED that Southern S t a t e s  Utilities, Inc., s h a l l  file an 
application for change of service availability charges within tu6 
yaare of the date o f  this Order. It l a  furtlier 

ORDERED that this docket s h a l l  be closed upon t h e  approval of 
revieid tariff sheets, and verification of the required refund. 

By ORDER of the Florida P u b l i c  Service commission, t h i s  
day of ~erch-, 1993. 

( S E A L )  

CB 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

ay : 

BOTICE OF FWR THER PROCEEDINGS OR JUDICIAL REvIH 

The F l o r i d a  P u b l i c  Service Commfssion is required by Section 
1 2 0 . 5 9 ( 4 ) ,  Flor ida  Statutes, to n o t i i y  partie6 of any 
administrative hearing or j u d i c i a l  review of Commission orders that 
la available under Sections 120.57 or 120.68, Florida S t a t u t e s ,  as 
well as t h e  procedutes and time llmite that apply .  T h i s  notice 
should not be construed to mean a l l  requests for an administrative 
hearing or judicial review will be granted or result in the relief 
8 ought . 
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Any party adversely af fected by the Commissionqs final act ion 
in t h i s  matter may request: 1) reconeideratlon of the decision by 
filing a motion for reconsideration with the Director, Div is ion of 
Records and Reporting within f i f teen (15) days of the issuance of 
t h i s  order In tha farm prescribed by Rule 2 6 - 2 2 . 0 6 0 ,  Florida 
Administrative Coda; or 2)  judic ia l  review by the Florida Supreme 
Court i n  the case of an electric,  gas or telephone utility ox the 
F i r e t  District Court oP Appeal i n  the  cage OP a water or sewer 
utility by filing a notice of appeal with t h e  Director, Div is ion  of 
Recordg and Reporting and f i l i n g  a copy o f  the notice of appeal and 
the filing fee  w i t h  the appropriate court. This filing must be ' 

completed within t h i r t y  { 3 0 )  day8 after the imauance of thfs order, 
pursuant to Rule 9.110, Florida Rules  o f  C i v i l  Procedure. The 
notice of appeal must be i n  the form s p e c i f i e d  in Rule  9.900 ( a ) ,  
Florida Rules of Appellate Procedure. 



September 15, 1993 

WS Fila Hunbor: 435 . -  9 2  DLps 

Daekmt No. 920199aWS - Appxoval o f  Southern S k t e a  U t l l l t i a a ,  
Znc, Final Uniformd b t m  Schduls Taxiff Shrrts. 

T h m  following tar i f f  ahmtm hwm barn approvrd sffrctiw Saptmbrr 15, 1993 : 

Volrrtnr I, saction v: Volror n, Sattion v: 



If you have m y  qurrtionr concrrning chis filing, plsara  contac t  B i l l i e  
Meermr or Charlotto Hand at (904)  488-8482. 

Sincsrmly , 

Charha H, Hill 
Diractor 

c c :  Division o f  Watrr and Wantawatrr (Wlllir, Kmrrmr, Hand, WS-92-0128) 
Diviaim o f  k g r l  Sirvices ( B i d a l l )  



September 2 4 ,  1993 

Mr, Kenneth A. Hoffman 
Heoser, Vjckrrs, Caprrel 10, Hrdsen 

LQWiS,  Goldmoll a netz 
Sutte 701 
215 South Honroe Street 
T a l  1 rharsee, F t  32302- 1876 . 

Subject: Docket No, 920199-YS, Correctlon o f  Tariff Wing for 
Resldontlrl Mutewater Only T8rlff Sheets rnd Correctlon o f  
Tarfff Sheets for 6eneva take Estates, K e y t t m  Club Estates, 
tehigh and Troplcal Isles. 

Dear Mr. Hoffman: 

admlnlst rat lve ly  approved w i t h  a t a r i f f  approval date o f  September 24,  1993: 
The followdng Resldontlri Uattewrter Only (RWO) trriff sheets have beon 

The effective date of the RWO r a t e s  remains September 16, 1993 which Is 
t0nsiSteiit wi th  the t f f c t t l v t  date o f  the u i l t f o m d  rats trrtff Sheets 
transmitted t o  you on S t  ternber 15, 1993 by authority number W S - 9 2 4 2 8 .  As you 
are aware, the FlWo tar1 B f sheets war0 inadvertently ontltted. 

In rbdf t lon,  the following corrected trrjff sheets for Geneva Lake Esta tes ,  
Keystone Club Eotrtes, Lshlgh, and Tro ier l  lrlas hwa been &dmln Is t ra t ivdy  
approved with I tariff approval date o P Septembrr 24, 1993: - 

Wlhr V O I U M  I1 S 9 C t I O n  V 
F f r s t  Revlmd Sheet Hos. 3.b - 3.1 Cancels Qrlg inr l  Sheet Nos. 3.0 - 3.1 
Fjrst Revised Shest Hog. 4.D - 4.3 Cancels Orfginrl Shoot Nos, 4.0 - 4 , l  
First Revised Shaet Nos. 5,D - 5.3 Cancels OrIglnrl  Sheet Nos. 5 , O  - 5.3 



Letter t o  Mr, Konneth A. Hoffman 
September 2 4 ,  1993 
Page Two 

Uistowatsr Vol uma 11, Seet lon V 
F l r s t  Revised Sheet Nos. 3 .O  - 3,7 Cancel ;6 Original Sheet Nos I 3 .O - 3 ,7  
First Revhed Sheet Nos, 5 . q  - 5 , 1  Cancels Original Sheet Nos, 5 , O  - 5 . 1  

The rates were not affected however, the effective date of thm rates has been 
corrected 

Please have there tiriff sheets incorporated i n t o  the approved tarlff on 
f f l a  a t  the Utlllty'r o f f l c e ,  I f  you have my questlons, contact Hichela  
frank1 in a t  our o f f t c o ,  

S ncertll y , 

CHH/MLF/ml f (hoffmrn ,nl f) 
Encl o s w n s  

00 I 5 9 8  




