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5206 

P R O C E E D I N G S  

(Transcript continues from Volume 42.) 

CHAIRMAN CLARK: We will reconvene the 

iearing. 

MR. HOFFMAN: I have a preliminary matter, 

4adam Chairman. I would ask that the Commission take 

Ifficial recognition of two orders. 

CHAIRMAN CLARK: All right. 

MR. HOFFMAN: I have copies of the orders 

iere today available for the parties. 

CHAIRMAN CLARK: Would you give us the 

lumbers? 

MR. HOFFMAN: Yes, ma'am. The first is 

xder number 14380 issued in docket number 840206-WS 

involving Twin County Utility Company. The second 

xder is order number 15440 in the same docket 

involving the same utility. 

CHAIRMAN CLARK: All right. We will take 

2fficial recognition of those two orders, and please 

3ive copies of those orders to the parties. 

MR. HOFFMAN: Yes, ma'am. 

CHAIRMAN CLARK: All right. We are back 

with Mr. Ludsen. Is it our intention to put his 

rebuttal testimony in, and then go through the 

questioning as we have done before with the 

FLORIDA PUBLIC SERVICE COMMISSION 
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understanding that when we get to staff they will be 

doing both direct and rebuttal? 

MR. ARMSTRONG: Yes, Madam Chair. 

MR. TWOMEY: Is it at all possible, Madam 

Chair, to let the staff finish their cross on 

direct? 

CHAIRMAN CLARK: We can do that. 

MR. TWOMEY: I’d prefer that because I can 

probably shorten my questions. 

CHAIRMAN CLARK: You know the 

representation to make to get that kind of 

agreement. Yes. We can do that, Mr. Twomey. So 

lets go through the procedures of getting 

Mr. Ludsen‘s rebuttal testimony in the record and we 

will begin with Staff. 

Staff, if you want to do the direct and the 

rebuttal at the same time, that is up to you; or you 

can simply do direct and then we will go to rebuttal 

and go through the parties. 

MS. CAPELESS: I think what we would prefer 

to do is do direct and then do rebuttal when we would 

normally do rebuttal, if that is okay. 

CHAIRMAN CLARK: That’s fine. Go ahead, 

Mr. Armstrong. 

FLORIDA PUBLIC SERVICE COMMISSION 
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5208 

FORREST LUDSEN 

was called as a rebuttal witness on behalf of 

Southern States Utilities and, having been duly 

sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. ARMSTRONG: 

Q Mr. Ludsen, do you have before you 43 pages 

of prefiled rebuttal testimony? 

A Yes, I do. 

Q Do you have any changes to make to that 

testimony? 

A Yes, I do. 

Q Can you give the changes now, please? 

A Yes. Page 7, line 16, 17.1 percent should 

be 18.9 percent. 

COMMISSIONER KIESLING: 18.9? 

WITNESS LUDSEN: 18.9. Line 20, $73 should 

be $74. Line 21, the 21,725 should be 22,070. Page 

14, line 16, the word "is" at the end of the 

sentence, should be "in". And Page 17, line 4, the 

word "along" should be "alone". That's it. 

BY MR. ARMSTRONG: 

Q With those changes, if I asked you those 

questions contained in the 43 pages, would your 

answers be the same? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

MR. ARMSTRONG: Madam Chair, we request 

:hat the 43 pages of prefiled rebuttal testimony be 

.ncorporated into the record as though read. 

CHAIRMAN CLARK: The prefiled rebuttal 

:estimony of Mr. Forrest Ludsen will be inserted in 

:he record as though read. 

MR. ARMSTRONG: Thank you. 

(Prefiled Rebuttal testimony inserted as 

Iollows : ) 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q .  

A .  

Q .  

A.  

Q .  

A .  

Q .  

A.  

WHAT IS YOUR NAME AND BUSINESS ADDRESS? 

My name is Forrest L. Ludsen and my business 

address is 1000 Color Place, Apopka, Florida 32703. 

ARE YOU THE SAME FORREST L. LUDSEN WHO SUBMITTED 

PRE-FILED DIRECT TESTIMONY IN THIS PROCEEDING? 

Yes, I am. 

DO YOU HAVE ANY COMMENTS IN REBUTTAL TO INTERVENOR 

WITNESSES OPPOSING A UNIFORM RATE STRUCTURE? 

Yes. The intervenor's witnesses opposing uniform 

rates raise no new facts or arguments from those 

already considered by the Commission in Docket Nos. 

920199-WS and 930880-WS. Therefore, there is no 

evidentiary basis for the Commission to alter its 

prior findings in favor of a uniform rate 

structure. 

COULD YOU PLEASE DESCRIBE EXHIBIT 347 (FLL-6). 

Exhibit a?? (FLL-6) provides the rate schedules 

and supporting data reflecting the five alternative 

rate design proposals identified by Staff witness 

Gregory Shafer, as applied to the 1996 test year. 

As indicated in the exhibit, based upon the revenue 

requirements being requested by SSU, there would be 

no service area which would be effected by the 

minimum $1.00 gallonage charge or $4.00 base 

facility charge suggested in Staff witness Shafer's 

1 
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proposal. Also, due to time constraints and 

unfamiliarity with the proposed mechanics of the 

'treatment type/CIAC factor" design, SSU was unable 

to show the Commission and parties what the rates 

based on such a factored design would look like. 

The exhibit provides the service area specific 

data necessary to establish rates on Mr. Shafer's 

stand alone or modified stand alone rate designs 

for 1996. Information supporting these designs is 

identical to the information previously provided on 

three occasions to the Commission, and the Public 

Counsel (1) during on site audits to Staff in July 

and Public Counsel in September, (2) through 

document requests responded to by SSU in September 

and (3) a third time in supplemental MFR Volumes 

filed with the Commission and served on all parties 

in November, 1995. This exhibit is being presented 

to reflect the actual rates which would arise under 

the rate structure alternatives identified by Staff 

witness Shafer as well as to rebut accusations 

during customer service hearings that SSU has not 

provided service area specific data such that rates 

could be calculated on a stand alone or modified 

stand alone basis. At an agenda conference on 

February 6, Commissioner Deason indicated that he 

2 
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would oppose the introduction of the supplemental 

MFR information if he later determined that the 

information somehow bolstered SSU's case. To this 

day, SSU does not understand the Commissioner's 

concerns, however, we felt compelled to file this 

exhibit for two reasons: (1) to make sure that the 

record contains sufficient rate information and 

supporting data relative to Staff's rate design 

alternatives to satisfy anyone's purported due 

process rights: and (2) to ensure that the 

Commission knew that the service area specific cost 

information had been available to the Commission 

staff and the parties since as early as July and 

September 1995, respectively -- despite repeated 

protestations of Public Counsel to the contrary. 

IF EITHER THE "MODIFIED" RATE DESIGN OR MODIFIED 

WITH MINIMUM GALLONAGE/BASE FACILITY CHARGE RATE 

DESIGN PROPOSAL IS ADOPTED BY THE COmISSION, HOW 

WOULD SSU PROPOSE THAT FUTURE INDEXINGS AND PASS- 

THROUGHS BE TREATED? 

If either the "modified" or "minimum" rate design 

proposals are adopted, future indexings and pass- 

throughs should be implemented so as to increase 

the caps and minimums by the amount of increases. 

Commission consideration of new caps and minimums 

3 
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would not be set until another full-blown rate 

proceeding is conducted. The indexings and pass- 

through adjustments would be applied to the 

Commission's approved rates which would increase 

the caps and minimum levels. To do otherwise would 

create extraordinary complexity and confusion to 

customers. 

Q. MS. DISMUKES SUGGESTS THAT SSU'S CUSTOMERS HAVE NOT 

BENEFITED FROM SSU'S ACQUISITION PROGRAM AND HAS 

RECO-NDED THAT THE COmISSION REDUCE SSU'S 

ADJUSTED TEST YEAR A&G EXPENSES BY $243,773 TO 

ACCOUNT FOR WHAT SHE REFERS TO AS DISECONOMIES OF 

SCALE. DO YOU AGREE WITH THIS ADJUSTMENT? 

A. No I do not. MS. Dismukes examined the 

Buenaventura Lakes acquisition which occurred at 

the end of 1995 and the Lehigh acquisition which 

occurred in late 1991 and determined that because 

costs to the customers of those systems increased 

after SSU acquired the utilities, specifically the 

administrative and general costs, that SSU's 

customers have not benefited from these 

acquisitions. I must note that Public Counsel 

already raised this argument as it relates to the 

Lehigh service area in the last rate proceeding. 

The Commission rejected Public Counsel's argument 

4 
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in that case. 

DID THE COSTS TO CUSTOmRS IN THOSE SERVICE AREAS 

INCREASE AFTER SSU ACQUIRED THEM? 

Yes, the cost to the customers of those facilities 

did increase; however, it must be understood that 

both Buenaventura Lakes and Lehigh were developer 

owned utilities and it is not uncommon for 

developer owned utilities to be subsidized by the 

developer to keep utility rates artificially low to 

help the sale of homes. A s  an example, 

Buenaventura Lakes shows in its 1994 annual report 

a management fee of $30,000 from its parent 

corporation Landstar Development Corporation. This 

management fee is for accounting and data 

processing services. The fee was developed for a 

1987 rate case and is the same amount included in 

the 1994 annual report. Obviously, Landstar is not 

billing the utility for the true cost of these 

services. 

DID THE COMMISSION APPROVE THE TRANSFER OF THE 

BUENAVENTURA AND LEHIGH UTILITIES TO SSU? 

Yes, the Commission approved both transfers and 

found the transfers to be in the best interest of 

customers. A s  I indicated earlier, in the case of 

Lehigh, the Commission also reviewed and approved 

5 
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the increased administrative and general costs 

associated with the transfer to SSU in rate case 

Docket No. 911188-WS. MS. Dismukes fails to bring 

this fact to the Commission's attention. 

Q. DO YOU AGREE WITH MS. DISbTUSU3.S THAT ACQUIRING 

UTILITIES LIKE BUENAVENTURA LAKES AND LEHIGH IS NOT 

NECESSARILY BENEFICIAL TO CUSTOMERS? 

A. No I do not. The attached Exhibit act1 (FLL-7) 

shows a comparison of A & G and customer service 

costs per customer without and with the 

Buenaventura Lakes acquisition. SSU's total cost 

per customer of A & G and customer service expenses 

without the Buenaventura acquisition is $85 per 

customer. The total cost with the acquisition is 

$80 per customer. Therefore, although Buenaventura 

customers experience an increase in costs, the 

overall body of SSU customers benefited by the 

acquisition because it provided a larger customer 

base over which to spread common costs. Whenever a 

utility is acquired, the cost/benefit to the 

acquired utility can be positive or negative 

depending on the acquired utility's cost structure 

as compared to SSU's cost structure. Generally, 

the result of adding additional customers is the 

lowering of the cost per customer of the common 

6 
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costs allocated to SSU's other customers. 

Ultimately it is the stimulation of growth that 

provides the economies of scale to help hold down 

costs. This does not mean that an acquisition will 

result in a rate reduction. 

Q .  HOW DO THE CUSTOMER SERVICE AND A 6r 0 COMMON COSTS 

FOR SSU COMPARE TO OTHER UTILITIES? 

I have attached as Exhibit a (FLL-8) a schedule 
which compares Southern States to the National 

Association of Water Companies (NAWC) survey 

information. This exhibit shows that SSU's 

customer accounts and A & G expenses compare 

favorably to the NAWC companies when compared to 

revenues, customers and employees. In 1994 SSU's 

combined customer accounts and A & G expenses were 

21.5% of actual revenues and db of required 

revenues. The comparable NAWC companies were at 

21.3% of revenues. Comparing these same expenses 

on a cost per customer and cost per employee basis, 

we find that SSU's 1994 cost per customer was $93 

A. 

1g.9 

l494 

.a9 m 
and SSU's 1994 cost per employee was $5%,&3§. 

Similar sized NAWC companies in 1994 had a cost per 

customer of $94 and a cost per employee of $33,991. 

Although Ms. Dismukes may consider our costs high 

compared to the developer owned costs of 

7 



5217  

,/- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

2 4  

25 

Buenaventura and Lehigh, our common costs compare 

vary favorably with the NAWC "utility" companies 

surveyed. 

Q. DO YOU FEEL THAT COST IS THE ONLY CONSIDERATION IN 

WHETHER CUSTOMERS BENEFIT BY AN ACQUISITION? 

A. No. Low cost does not necessarily equate to good 

quality and reliable service. As verification of 

this fact, we invite the Commission to review the 

transcript of the customer service hearing held in 

Kissimmee on September 19, 1995 in this docket. 

The acquisition of the Buenaventura Lakes service 

area by SSU had not yet been approved by the 

Commission at that time so the utility owning and 

operating the related facilities was Orange Osceola 

Utilities, not SSU. The customers of OOU expressed 

extreme dissatisfaction with the service they were 

receiving from OOU in terms of quality of water and 

customer service. What we believe will be seen 

from a review of the transcript is that over the 

long term, customers are better served by someone 

like SSU that can provide all the services of a 

full-time utility rather than a developer that has 

its primary focus on home sales and often sends the 

wrong price signal to customers by subsidizing the 

utility rates. Our belief is supported by the fact 

8 
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that one of the witnesses from the Kissimee 

hearing testified that he owned property in three 

service areas -- two properties received service 

from SSU and the other OOU. The witness emphasized 

that he was happy with the service from SSU but OOU 

was a problem. SSU believes we can rectify the 

problem. 

Q. MS. DISMTJKES HAS PROPOSED AN ADJUSTMENT TO INCREASE 

RATE CASE EXPENSE BY $30,481 TO REFLECT THE 

OVERTIME INCLUDED IN THE 1995 BUDGET. DO YOU AGREE 

WITH THIS ADJUSTMENT? 

A. Yes I do. I believe it is reasonable to include 

in-house overtime as rate case expense rather than 

a normal expense item. Overtime related to rate 

case may not be an ongoing annual expense; 

therefore, including this expense as part of rate 

case expense with amortization over four years 

avoids this possibility. 

Q. MS. DISMTJKES HAS REMOVED THE RATE CASE EXPENSE 

BUDGETED FOR m. GARTZKE AND m. CRESSE BECAUSE 

THEY DID NOT PROVIDE DIRECT TESTIMONY IN THIS 

PROCEEDING. SHE HAS ALSO REMOVED THE ESTIMhTED 

FEES OF THE COST OF CAPITAL CONSULTANT, DR. MORIN 

WHO DID PROVIDE DIRECT TESTIMONY IN THIS 

PROCEEDING. DO YOU AGREE WITH THESE ADJUSTMENTS? 

9 
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A. Mr. Gartzke and Mr. Cresse did not provide direct 

testimony in this proceeding and are not going to 

provide rebuttal testimony; therefore, I agree that 

these costs should be removed. Similarly, we have 

added additional witnesses for rebuttal testimony 

to address issues raised by customers and their 

counsel and those costs should be added to and 

recoverable as a part of rate case expense. 

Ms. Dismukes has removed Dr. Morin's rate case 

expenses because the Commission developed the 

leverage formula to estimate water and wastewater 

utilities' cost of equity. I do not agree that 

this adjustment should be made. Dr. Morin has 

shown that the past leverage graph formula did not 

properly reflect the cost of capital required for 

water and wastewater utilities through the cost of 

capital workshop and specifically demonstrated in 

this proceeding that it is not appropriate for SSU. 

If the leverage graph is flawed and SSU cannot put 

a witness before the Commission to correct the flaw 

because it cannot cover its rate case expense, then 

it becomes a catch 22 for the Company. I have been 

advised as stated in Dr. Morin's testimony that 

certain changes he recommended were incorporated 

into the current leverage graph by a Commission 

10 
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order issued on August 10, 1995 -- six weeks after 

his direct testimony was filed in this proceeding. 

Therefore, his testimony has been beneficial and 

his rate case expenses should be allowed to be 

recovered by SSU. In addition, Section 

367.081(4) (f) of the Florida Statutes states that 

the use of the leverage graph is optional to the 

utility as follows: 

(f) "The commission may regularly, 

not less often than once each year, 

establish by order a leverage 

formula that reasonably reflect the 

range of returns on common equity 

for an average water or wastewater 

utility and which, for purposes of 

this section, shall be used to 

calculate the last authorized rate 

of return on equity for any utility 

which otherwise would have no 

established rate of retcrn on 

equity. In any other proceedina in 

which an authorized rate of return 

on eauitv is to be established, a 

utility , in lieu of presentinq 

evidence on its rate of return on 

11 
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common eauitv, may move the 

commission to adopt the range of 

rates of return on common eauitv 

that has been established under this 

paraaraDh." (emphasis added) 

Rule 25-30.415(1), (2) also allow the Commission to 

consider a generally accepted financial model as 

follows: 

(1) "The Commission will establish, 

at least once each year, a leverage 

scale or scales that reflect the 

range of returns on common equity as 

required by Section 367.081 (4) (f) , 

F.S. 

(2) In determining the range of 

returns on common equity, the 

Commission may consider generally 

accepted financial models." 

Again, SSU should not be foreclosed from testing 

the leverage graph as clearly permitted under the 

law. Finally, we note that Public Counsel 

submitted testimony contesting Dr. Morin's 

testimony. SSU cannot legitimately be denied 

recovery of expenses incurred to rebut Public 

Counsel's witness -- particularly since nobody, 

12 
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including SSU, could have known whether Public 

Counsel intended to present a cost of capital 

witness regardless of whether SSU did. 

Q. DO YOU AGREE WITH MS. DISMUKES' ADJUSTMENT TO 

DISALLOW $345.671 OUT OF THE $432,069 ASSOCIATED 

WITH THE DOCKET NO. 930880-WS UNIFORM RATE 

INVESTIGATION? 

A. No I do not. Ms. Dismukes has disallowed 80% of 

the costs related to the uniform rate investigation 

and has not specified how she has arrived at this 

percentage. The costs relating to the uniform rate 

investigation as outlined in Ms. Dismukes testimony 

include: $ 3 4 , 3 5 8  on telemarketing consultants, 

$95,285 on consultants testimony, $ 4 , 5 8 7  on image 

marketing associates, $102,629 on legal services, 

$ 1 0 4 , 8 0 4  on FPSC notices, transportation and 

security, $54 ,963  for customer education mailings, 

$1 ,574  for open houses, and the remainder of 

$33,888 on miscellaneous travel and federal express 

and other miscellaneous items. Ms. Dismuke' 

proposed allowance of $ 8 6 , 3 9 8  does not even cover 

our cost for FPSC notices required to meet the 

requirements of the Commission. Ms. Dismukes 

agrees that SSU had an obligation to bring to the 

Commission a reasonable and not unduly 

1 3  
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discriminatory rate design and that SSU had an 

obligation to fully cooperate with the Commission's 

investigation. However, she felt the advocacy of 

uniform rates in that docket was unnecessary. SSU 

believes it had a right to take a position on the 

issues in that case. SSU supported uniform rates 

consistent with the Commission's decision in Docket 

No. 920199-WS because SSU believes that it is in 

the long term best interest of SSU, our customers 

and the environment to have uniform rates. 

Ultimately, the Commission heard evidence from 

those supporting and opposed to uniform rates and 

decided in favor of uniform rates for SSU. To not 

allow the Company to recover such costs is 

equivalent to informing the Company to not 

participate in any such generic proceedings is the 

future. Of course, such a signal would not serve 

the customer or the Commission well in future 

generic proceedings of this type. Obviously, the 

customers opposed to uniform rates were very well 

represented throughout this proceeding and would 

have preferred that SSU did not advocate uniform 

rates so the Commission would not have the record 

evidence to issue their decision supporting uniform 

rates. Because of SSU's advocacy role in support 

in 
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of uniform rates and the intervenors advocacy role 

against uniform rates, the Commission had a 

complete record upon which to base their decision. 

Public Counsel chose not to participate. s su 
believes that all costs incurred to date, currently 

$451,385, should be recoverable through rate case 

expense. This includes the costs incurred to 

educate customers on the potential impact to them 

of uniform and non-uniform rates and our efforts 

made to encourage customers to attend and 

participate in the hearings whether for or against 

uniform rates. A final point -- Ms. Dismukes' 

proposed disallowance, in SSU's view, is yet 

another none too subtle demonstration of the Public 

Counsel's activities evidencing Public Counsel's 

opposition to the uniform rate structure. 

Q. HAVE YOU DETERMINED THE ACTUAL RATE CASE EXPENSE TO 

DATE? 

A. Yes. Attached as Exhibit %'7 (FLL-9) are the 

actual rate case expenses paid through January 31, 

1996 for both the current Docket No. 950495-WS case 

and Docket NO. 93 0880 -WS uniform rate 

investigation. We projected a total rate case 

expense in the current case of $995,152 and the 

actual to date is $975,364. Our actual costs are 

15 
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running higher than originally projected primarily 

because of the impact of extending the case, 

scheduling additional customer service hearings, 

and renoticing customers. A significant portion of 

the increased cost has occurred in outside printing 

required to meet the noticing schedules. The 

actuals through January 31, 1996 for the uniform 

rate investigation are $451,385 as compared to the 

$432,089 filed in the MFRs. The Company requests 

that additional costs incurred for rate case 

expense over the filed amounts be used as an offset 

to any Commission reductions in expenses. 

Q. DO YOU HAVE ANY C O m N T S  REGARDING PUBLIC COUNSEL 

WITNESS KIM DISMUKES' ATTEMPT TO USE THE 

COMMISSION'S "ONE SYSTEM' FINDING IN DOCMT NO. 

930945-WS TO JUSTIFY A CUSTOmR SHARING OF THE GAIN 

FROM THE SALE OF THE VENICE GARDENS FACILITIES? 

A .  Yes. MS. Dismukes' attempt to use the Commission's 

"one system" finding is outrageous since it is 

contrary to the Public Counsel's opposition 

throughout the remand proceedings in Docket No. 

920199-WS to SSU's position that the "one system" 

finding reflected in the Commission's July 1995 

order in 930945-WS acted to cut of f  SSU's alleged 

refund liability and, indeed, obviated the 

16 
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Commission's perceived need to revert to a modified 

stand alone rate structure as a result of the 

appellate decision in Citrus County v. FPSC. For 

this inherent inconsistency-, Public Counsel's 

contention should be rejected outright. Further 

reasons to reject Public Counsel's proposal include 

the fact that the "one system" finding was made 

after every sale, including Venice Gardens, 

identified by Public Counsel. Public Counsel seeks 

retroactive application of the finding without 

presenting any evidence in support of its 

proposition. Also, a "one system" finding does 

little to counteract the multitude of reasons 

provided by SSU's witnesses Sandbulte and Gower 

confirming that requiring SSU to share any portion 

of the gain with customers would be unlawful and 

improper. 

Ww\c 

Q. m. WOELFFER INDICATES THAT HE SEES NO BENEFIT FROM 

THE WEATHER NORMALIZATION CLAUSE FOR SSU'S MARC0 

ISLAND CUSTOMERS. DO YOU HAVE ANY COMMENTS? 

A. Mr. Woelffer suggests that the weather 

normalization clause is a risk shifting mechanism 

and that seasonal variations in water sales due to 

weather is a risk of SSU. I do not agree with Mr. 

Woelffer because variations in weather are a risk 

17 
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to both the customer and SSU. The adoption of the 

weather normalization clause is merely a mechanism 

to minimize risk to the customer and SSU from 

events which would cause the consumption per 

customer to vary from the levels reflected in the 

design of their rates. The consumption per 

customer could vary from such factors as weather, 

the impacts of conservation education, or the 

impact of the rate design that the Commission 

ultimately recommends. The goal of the Company is 

to include a level of consumption in the design of 

the rates which we think is realistic and reflects 

the elasticity of the rate design we have proposed, 

however, if the pattern of usage should change for 

whatever reason, then the weather normalization 

clause would protect both the customer and the 

Company. The suggestion by anyone that the WNC 

penalizes customers by raising their rates if they 

use less water ignores the fact that rates will 

rise in such event regardless of the existence of a 

WNC. However, customers will save the cost of rate 

cases if the WNC is approved because the WNC will 

provide gradual monthly adjustments to reflect 

consumption decreases over time. 

Q .  DO YOU HAVE ANY C O m N T S  TO MR. WOELPFER'S 

18 



5228 

,- 

I- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

12 

1 3  

14 

15 

16 

17 

1 8  

19 

2 0  

21 

22 

23 

24 

25 

STATEMENT ON PAGE 16 THAT THE UNIFORM RATES 

PROPOSED BY SSU WOULD REQUIRE MARC0 ISLAND 

RESIDENTS TO SUBSIDIZE THROUGH HIGHER RATES SSU'S 

REVENUE REQUIREMENT? 

A. Yes I do. Mr. Woelffer indicates that the Marco 

Island subsidy would be $ 1 , 5 6 8 , 0 2 6 .  The actual so- 

called "subsidy" indicated in the M F R s  is 

$1,229,194 consisting of $346,331 for water and 

$882,863 for wastewater. However, I would like to 

point out to Mr. Woelffer that the uniform rates of 

Marco Island are based on a combined rate for Burnt 

Store and Marco Island. SSU's basic position on 

uniform rates is that they are in the long term 

best interest of the total body of customers. At 

any point in time, some customers benefit and other 

customers don't benefit. This can be dependent on 

many factors such as the density of the service 

areas, the age of the facilities, the amount of 

CIAC for the service area, the operating efficiency 

of the plant, the consumption of the customers in 

the service areas, and the environmental 

requirements for capital in any particular area. 

As Staff witness Greg Shafer indicated, all rates 

contain subsidies including stand-alone rates. 

Marco Island customers should be aware that 

19 
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although they are currently subsidizing Burnt 

Store, eventually it could be Burnt Store providing 

the subsidy to the Marco Island customers. Part of 

the reason Marco Island is subsidizing Burnt Store 

is because Burnt Store has low density and low 

consumption and because it is a start-up facility. 

At the end of 1994 Burnt Store had approximately 

400 customers while Marco Island had about 6,000 

customers. Burnt Store's average consumption for 

residential customers was 3,924 gallons while Marco 

Island's average consumption per customer was 

17,508. Marco's average consumption per customer 

is decreasing. At the end of 1995, the average 

consumption (residential and non-residential) 

dropped to 15,000 gallons. Burnt Store currently 

is growing at a very fast rate, approximately 35% 

per year, which is somewhat deceiving because they 

are working from a low base but they are adding 

approximately 150 customers per year to their 

service area with an eventual build-out in our 

current service area of approximately 4,350. As 

Burnt Store continues to build-out, their cost per 

customer should become less than Marco Island 

because their incremental cost will be less and 

they don't have the costly critical water supply 

20 
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problems of Marco's island environment. If the 

current growth continues, within the next five 

years you could see the average cost for Burnt 

Store customers be less than Marco Island 

customers. 

Q .  DO YOU HAVE ANY CO-NTS WITH RESPECT TO MR. JOHN 

WILLIAQlS TESTIMONY ON SERVICE AVAILABILI'TY CHARGES? 

A. Yes, I do. Mr. Williams has made several 

significant statements which demonstrate that the 

Staff recognizes the problems inherent in the 

application of current FPSC CIAC policy. These 

include the following: 

1. Obviously, changes in charges will only affect 

a growing utility (p. 4 ,  14). 

2 .  A utility's CIAC level, which is the basis for 

complying with the rule, is a moving target (p. 4, 

2 2 ) .  

3 .  Over time, it is inevitable that some 

utilities will be under-contributed with no 

apparent means available to inject additional CIAC 

into the system under the traditional scheme (p. 5, 

9 ) .  

4. When SSU acquired systems, SSU inherited the 

individual CIAC levels which were based upon 

various levels of charges, donated property as well 

2 1  
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as imputed CIAC (p. 5 ,  19). 

5.  SSU's present mix of individual service 

availability charges and CIAC levels are to a great 

extent dependent upon the service availability 

policies implemented by the prior owners of the 

systems (p. 6 ,  14). 

6. It has long been established that there is an 

inverse relationship between rates and CIAC level 

(P. 7 .  5 ) .  

I .  Service availability charges may need to be 

modified to compliment the chosen rate structure 

(P. 8 ,  3 ) .  

8. Service availability charges designed to bring 

the Company to a 75% CIAC (maximum) level would be 

unreasonably high in many cases, and would 

unnecessarily stifle growth (p. 11, 8). 

9. The appropriate service availability goal for 

SSU would be to design charges that will help to 

move the utility closer to the minimum levels 

outlined in the rules (p. 11, 11). 

10. If the Commission finds that it is appropriate 

to calculate separate service availability charges 

for each service area, it will be very difficult to 

design reasonable charges and still comply with the 

minimum/maximum guidelines contained in the rule 

2 2  
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(p. 11, 1 4 ) .  

11. The Commission should be prepared to grant an 

exemption from the guidelines if charges are set on 

a service area by service area basis (p. 11, 2 5 ) .  

Q. DO YOU AGREE WITH ALL OF THESE STATEMENTS? 

A. Yes, with the exception of item no. 6 above. I do 

not believe there is always an inverse relationship 

between rates and CIAC levels although there is a 

predominant perception that this is true. In fact, 

customer density and consumption are the 

predominant determinations of rates. 

Q. DO YOU HAVE EVIDENCE TO DEMONSTRATE THAT THERE IS 

NOT ALWAYS AN INVERSE RELATIONSHIP BETWEEN RATES 

AND CIAC LEVELS? 

A. Yes, 1 have prepared Exhibit 247 (FLL-10) which 

sorts the service areas (plants) included in this 

filing by the percentage of CIAC to plant in 

ascending order and subtotaled in increments of 

10%. Also shown is the stand alone bill for each 

of these service areas at a theoretical 10,000 

gallon consumption level for ease of presentation. 

I have also weighted the information by the number 

of customers in each service area to emulate a 

uniform rate comparison. 

Q. DOES THIS ANALYSIS DEMONSTRATE A CONSISTENT INVERSE 

2 3  
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RELATIONSHIP BETWEEN RATES AND CIAC LEVELS? 

A. No. This exhibit shows that sometimes there is a 

relationship between rates and CIAC levels and 

sometimes there is not. This inconsistent result 

clearly demonstrates that CIAC is only one factor 

that determines the level of rates and therefore it 

would be unreasonable to assume that high CIAC 

equates to low rates or that raising the level of 

CIAC will mean low rates. It also means that it 

does not make sense to attempt to base rate 

structure on only the levels of CIAC. Other 

factors, which in some service areas can be more 

critical than CIAC in influencing the level of 

stand alone rates, may include density, the level 

of consumption, the type of treatment, the age of 

the facility, location, growth and environmental 

requirements. 

Q. WHAT WAS THE BASIS FOR SSU'S DETERMINATION OF THE 

LEVEL OF CIAC RATES PROPOSED IN THIS FILING? 

A. SSU based the level of CIAC rates proposed in this 

filing on a market comparison of other utilities. 

Q .  DID MR. WILLIAMS ADDRESS THE IMPORTANCE OF THE 

MARKET WITH RESPECT TO ESTABLISHING THE LEVEL OF 

CIAC RATES AND WHAT AN APPROPRIATE LEVEL OF CIAC 

SHOULD BE UNDER EACH OF H I S  ALTERNATIVES? 

2 4  



5234 

,- 

rc- 

1 A. 

2 

3 

4 

5 

6 

7 Q. 
8 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Not directly. Mr. Williams did indicate that 

service availability rates designed to bring the 

Company to a 75% CIAC (maximum) level would be 

unreasonably high in many cases, and would 

unnecessarily stifle growth and that the FPSC 

guidelines may not be appropriate. 

WHAT DO YOU BELIEVE IS THE MAIN CONSIDERATION IN 

DEVELOPING CIAC RATES AND WHAT DO YOU BELIEVE IS AN 

APPROPRIATE LEVEL OB RATES? 

I believe that CIAC guidelines are, in theory, 

significant in providing a new utility with a 

target for developing CIAC charges, however, I 

believe that reality is that the market is the 

critical factor in determining CIAC charges and 

that the guidelines should only be used to move 

charges plus or minus within the market range. I 

believe that there has been a misguided reliance on 

CIAC being the answer to high rates. I agree it is 

part of the answer, but only if the level of CIAC 

rates does not hamper growth. Ultimately growth is 

more important in keeping rates low than CIAC. If 

YOU have significant growth in a service area you 

still can have low general rates without CIAC 

because of the benefits of economies of scale. 

However, without growth you have nothing because if 

25 



5235 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

19 

2 0  

2 1  

2 2  

23 

2 4  

25 

no new customers are connecting you are not 

collecting any CIAC and in addition you do not have 

the benefits of economies of scale. Obviously, the 

ideal situation is to have CIAC charges which 

reflect the market so that growth is encouraged. 

In this way you get the benefit of economies of 

scale from the growth plus you get the CIAC fees as 

new customers connect which offsets investment 

costs. 

Q .  HOW DOES THE LEVEL OF CIAC CHARGES AFFECT GROWTH? 

A. Most of SSU's growth results from building by 

developers. Developers build in areas where they 

are able to build homes at market prices. CIAC 

charges which do not reflect market prices act as a 

disincentive to the developer building in our 

service area and thus builders may move to another 

area where costs are competitive. It does not 

really matter to the developer if the CIAC charges 

meet or do not meet the FPSC's guidelines. All he 

cares about is if he can build his homes at a 

competitive price so that they can be sold. 

Q .  DO YOU HAVE AN EXAMPLE OF HOW AN UNREASONABLE LEVEL 

OF CIAC CHARGES HAS STOPPED GROWTH? 

A. Yes , I do. On September 18, 1990, the FPSC issued 

Order NO.  2 3 5 1 1  attached as Exhibit aV7 (FLL-11) 

2 6  
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relating to an SSU rate increase request in 

Seminole County. Included as part of this filing 

was our Chuluota wastewater service area. 

Stipulation 3 5  stated that service availability 

(plant capacity) charges should be implemented for 

the Chuluota wastewater system. CSU's position was 

that service availability charges should be 

designed to generate the minimum levels of CIAC 

rather than the maximum. The FPSC ordered the 

service availability charges be designed to achieve 

the maximum CIAC level set forth in Rule 2 5 - 3 0 . 5 8 0 ,  

F.A.C. of 7 5 % .  The Order further states that if 

the FPSC were to accept SSU's position of using the 

minimum CIAC level permitted by the rule, the 

related facilities only would be 7.7% contributed. 

The FPSC suggested that such a contribution level 

would be contrary to the intent of the rule. 

Q .  HAS THIS DECISION STOPPED GROWTH? 

A. Yes, it has. In 1984 we had 117 wastewater 

customers in Chuluota and in 1990 when the FPSC 

implemented the maximum levels of CIAC we had 132  

customers. This represents about a 2 . 5 %  growth 

rate. Year-to-date in 1996 we have 1 3 4  customers. 

We have had virtually no growth in wastewater since 

the implementation of the maximum CIAC charges. In 

2 7  
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fact the 7 . 7 %  level of CIAC which the Commission 

then deemed unreasonable under SSU's minimum level 

proposal has now gone down to 2 . 6 5 %  of plant and 

Chuluota has the highest stand alone wastewater 

bill of all of our wastewater service areas. Their 

stand alone wastewater bill at the capped level of 

6 , 0 0 0  gallons of consumption is $ 2 7 1 . 1 1 .  Chuluota 

customers receive the worst of all worlds, no 

economies of scale related to growth and, with no 

growth, no collection of CIAC to reduce investment 

costs. In this case, perhaps implementing the 

minimum charge would not have made a significant 

difference in their current rates, but implementing 

the maximum charge stopped any chance for growth. 

Q .  WHAT IS THE CURRENT SERVICE AVAILABILITY CHARGE FOR 

CHULUOTA? 

A. The capacity charge is $ 2 , 7 3 0 ,  the minimum service 

installation charge is $350 ,  the main extension 

charge is actual cost less 20% and the AFPI charge 

is $ 3 , 1 9 7 .  Therefore the minimum service 

availability charge to the developer for just 

wastewater would be $ 6 , 2 7 7  not including the main 

extension charge. 

Q .  KR. WILLIAMS HAS RECOMMENDED ALTERNATIVES TO STAND 

ALONE CIAC CHARGES, BUT HAS NOT MADE ANY 

2 8  
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RECOMWENDATIONS ON WHAT THE LEVEL OF CIAC CHARGES 

SHOULD BE EXCEPT THAT IT MAY BE APPROPRIATE TO 

DESIGN THE CHARGES TO MOVE SSU TOWARDS THE MINIMUM 

LEVELS. DO YOU AGREE WITH THIS POSITION? 

A. If we have growth we will move toward minimum 

levels, however, to the developer, the FPSC's 

theoretical minimum may not reflect reality. 

Reality is the level of CIAC which reflects the 

market and which will enable SSU to attract 

developers to our service areas which will create 

the growth to lower general rates through economies 

of scale and collect CIAC as customers connect. 

What are the CIAC charges you have proposed in this 

filing? 

Q .  

A. We have proposed a $750 CIAC charge for 

conventional water, a $1,500 CIAC charge for 

reverse osmosis water and a $1,500 wastewater 

charge for all wastewater customers. 

Q .  WHAT ARE THESE RATES BASED ON? 

A. These rates are based on a market study SSU did of 

Florida utilities located in the proximity of our 

service areas and was based on judgment of what 

appeared to be the average rate based on the 

utilities analyzed. 

Q .  W YOU AGREE WITH MR. WILLIAMS THAT IF THE 

29 
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C O m I S S I O N  ORDERS A STAND ALONE RATE THAT THE CIAC 

CHARGES SHOULD BE STAND ALONE AND THAT I F  THE 

ORDERED RATE IS UNIFORM THAT THE CIAC CHARGES 

SHOULD BE UNIFORM? 

A. In theory I agree, however, the reality is that 

the CIAC charge should be based on the market to 

stimulate growth rather than costs based on the 

FPSC formula. The goal should be to develop a rate 

which will encourage growth which will ultimately 

benefit the customer the most through economies of 

scale and increased CIAC collections. We cannot 

change the past and no matter where you set the 

CIAC charges you are not going to significantly 

change history or the effect of history on the 

future. I have no problem with a uniform CIAC rate 

for all customers if the Commission orders stand 

alone rates since the stand alone general rate 

itself would theoretically reflect the so called 

stand alone cost of the service area. Mr. Williams 

did not specifically address what the CIAC rate 

levels should be, however, if you review the stand 

alone CIAC charges based on the Commission's 

minimum and maximum rules, a significant number of 

the charges are unreasonable and do not reflect the 

market. I agree with Mr. Williams that it will be 

30 
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very difficult to design charges that comply with 

the minimum and maximum guidelines. 

Q. WHAT DO YOU RECOMMEND IF STAND ALONE RATES ARE 

ORDERED AND THE COmISSION ORDERS STAND ALONE 

SERVICE AVAILABILITY CHARGES? 

I would recommend that the market rates provided in 

my exhibit be used and that a deviation from this 

rate to reflect stand alone characteristics be no 

more than plus or minus 20% from the rate filed by 

the Company. All rates will, therefore, still be 

within a reasonable market range. I believe that 

all new customers, in all service areas, should pay 

a fair and reasonable CIAC charge as they connect 

to our system. Ultimately growth, whether you have 

stand alone rates or uniform rates, helps all 

customers since common costs are allocated between 

all service areas and the Company's revenues are 

determined on a total company basis. Charges to 

past customers, and the history which cannot be 

changed, should not be determinative of the charges 

that future customers should pay. 

A. 

Q .  MS. D1S-S LISTS SEVEN PROBLEMS WITH SSU'S 

PROPOSED WEATHER NORMALIZATION CLAUSE (WNC). DO 

YOU HAVE ANY COMMENTS WITH RESPECT TO HER CONCERNS? 

A. Yes, I do. MS. Dismukes,like Mr. Woelffer, first 

31 
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concern is that the WNC shifts the risk of revenue 

recoverability from SSU's shareholders to 

customers. This is not true. The WNC is designed 

to eliminate risk to both the customer and 

shareholder from events which influence consumption 

levels such as dry years, wet years, conservation 

efforts or unpredicted rate design effects. The 

clause goes both plus and minus which means nobody 

is benefiting but rather the customer is paying 

exactly what they should be paying and the Company 

is recovering only the revenue at which it is 

entitled based on the rate assumptions determined 

in its last rate case. What is the problem with 

that? 

Q .  WS. DISMU?33S SECOND CONCERN IS THAT THE WNC WILL 

NOT REDUCE THE AMOUNT OF LITIGATION ASSOCIATED WITH 

ESTABLISHING THE APPROPRIATE TEST YEAR CONSUblPTION 

LEVELS AS I IUD INDICATED IN MY DIRECT TESTIMONY. 

Do YOU HAVE ANY COMMENTS? 

A. There certainly is no guarantee that the OPC will 

not keep raising the consumption issues over and 

over again in future rate cases even if a WNC is 

allowed; however, I would hope that the WNC would 

eventually result in less litigation relating to 

consumption issues. Apparently Ms. Dismukes 

32 
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believes that because SSU proposed a repression 

adjustment and a conservation adjustment that we 

must not believe our own statement. I am not sure 

what Ms. Dismukes' reasoning is because even if a 

WNC is approved, the consumption levels used to 

design rates should reflect the best estimate of 

what actual consumption will be under the proposed 

rates. The WNC is designed to be a true-up 

mechanism which should go positive and negative; 

therefore, it is important that base consumption 

reflects the best estimate possible for consumption 

which requires that we reflect the repression 

adjustment and conservation adjustment in our 

estimate of consumption. 

Q .  MS. DISMUIWS THIRD CONCERN CLAIMS THAT SSU HAS NOT 

STARTED WITH WEATHER NORMUIZED TEST YgAR 

CONSUMPTION. IS THIS CONCERN VALID? 

A. No, Mr. Bencini addresses this issue in his 

testimony and shows that SSU's 1995 and 1996 

projections when compared to actual 1995 

consumption are far more realistic than Ms. 

Dismukes' projections and in fact show that 

consumption as filed by SSU should be reduced 

rather than increased as Ms. Dismukes proposes. 

SSU based its projections on historical consumption 

3 3  
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which takes into account all factors affecting 

consumption, not only weather. 

Q. MS. DISMUKES FOURTH CONCERN IS THAT SSU HAS NOT 

PROPERLY ACCOUNTED FOR CHANGES IN COSTS THAT WOULD 

BE AFFECTED BY CHANGES IN CONSUMPTION. DOES THE 

WNC ACCOUNT FOR CHANGES IN COSTS? 

A. Ms. Dismukes is correct that the WNC does not 

specifically provide for adjustments relating to 

changes in costs relating to changes in 

consumption. I see this as a risk to the customer 

and Company that is no different than if you do not 

have the WNC, except that the risk is less with the 

WNC because at least the customer is not overpaying 

or underpaying revenues. If the test year 

consumption used to develop the base rate is 

realistic the WNC adjustment over time should go 

positive and negative. What is not needed is a 

clause that is burdened with micro regulatory 

requirements which in the final analysis do not 

make any difference in the overall impact on 

customers. This includes MS. Dismukes' proposal to 

include an interest adjustment in the clause. 

Without the clause there is no means of even 

truing-up over or under collections let alone 

interest without incurring the expense of rate 

3 4  
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cases and associated costs to customers. Why does 

it suddenly becomes necessary to reflect interest 

when a clause that will true-up the over and under 

collections is implemented. 

Q. WS. DISMUKES FIFTH CONCERN IS HOW SSU PROPOSES TO 

RECOVER OVER OR UNDER COLLECTIONS ON THE CUSTOMERS 

BILL. HOW DO YOU PROPOSE TO SHOW THE ADJUSTIWNT ON 

THE BILL? 

A .  The WNC adjustment would appear as a separate line 

item on the customer's bill similar to the fuel 

adjustment on an electric bill. 

Q. WS. DISMUKES SIXTH CONCERN IS THAT THE CLAUSE MAY 

CRgATE CUSTOMER CONFUSION BECAUSE IF CUSTOMERS 

CONSUME LESS, (IN TOTAL) THE ACTUAL UNIT COST WILL 

INC-SE AND VISE VERSA. DO YOU BELIEVE CUSTOMERS 

WILL BE CONFUSED? 

A .  My experience is that there always will be some 

customers confused when something new is 

introduced, but if the clause is explained 

properly, customers will understand over time. 

Q. WS. DISMUKES SKVENTH CONCERN IS THAT THE WNC COULD 

LBAD TO PERVERSE INCENTIVES RELATED TO QUALITY OF 

SERVICE ISSUES. IN OTHER WORDS WS. DISMVKES 

SUGGESTS THAT SSU PROBABLY WOULD NOT HAVE THE 

INCENTIVE TO FIX LINE BREAKS IF WE EWEW WE WOULD 

3 5  



5245 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1 9  

20 

2 1  

22 

23 

2 4  

25  

STILL COLLECT OUR REVENUES. DO YOU AGREE? 

A. No, I think Ms. Dismukes is really reaching. If 

SSU where to provide customer service in the 

fashion outlined by Ms. Dismukes we would not be in 

business very long. I have a difficult time 

visualizing a ssu customer service representative 
or operations person just ignoring the customer and 

his or her complaint about a line break because SSU 

will recover the revenue anyway. 

Q. DO YOU HAVE ANY OTHER CO-S WITH REGARD TO THE 

WNC? 

A .  Yes, the staff has proposed several alternative 

rate structures. Application of the WNC is only 

practical if you have uniform rates because without 

uniform rates it would be necessary to have a 

separate clause for each service area where the 

gallonage rate is different. If the Commission 

orders stand alone or modified stand alone rates we 

would have approximately 100 different gallonage 

charges which would mean 100 different clauses 

which would be administratively impractical to 

administer. 

Q. I F  THE COBMtSSION DECIDES TO IMPL-NT THE CLAUSE 

ON A TRIAL BASIS, WHAT SERVICE AREAS WOULD YOU 

RECOMBEND BE INCLUDED I N  THE TRIAL? 

36 



5 2 4 6  

1 A .  

2 

3 

4 

5 

6 Q .  

7 

8 A .  

9 

10 

11 

12 

13 

14 Q .  

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I would recommend the Marco Island or reverse 

osmosis class be used in the trial because of the 

significant changes in consumption patterns and the 

limited number of service areas included in the 

reverse osmosis class. 

STAFF WITNESS SHAFER S-IZES FIVE RATE DESIGN 

OPTIONS IN HIS TESTIMONY. WHAT ARE THESE OPTIONS? 

Option I is a modified stand alone rate, Option I1 

is a stand alone rate, Option I11 is a new rate 

design option reflecting modified stand alone rate 

with minimums, Option IV is a uniform rate, Option 

v is a new rate design option called a 

CIAC/treatment type factored rate. 

HOW DO THESE OPTIONS COMPdpARE TO THE COMPANY'S FILED 

RATE DESIGN IN THIS RATE CASE? 

The Company has proposed final rates similar to the 

Option IV uniform rates which consists of a uniform 

water rate for conventional treatment, a uniform 

water rate for reverse osmosis treatment, and a 

uniform wastewater rate. The Commission has 

ordered the Company to implement modified stand 

alone and stand alone rates similar to Option I and 

Option I1 for interim rates. The modified stand 

alone rates reflect a $52.00 cap at 10,000 gallons 

for water and a $65.00 cap at 10,000 gallons for 

37 
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wastewater and apply to those service areas which 

previously had uniform rates. Option I11 is a new 

rate proposal and is a variation of Option I, with 

a $1.00 minimum for gallonage and a $4.00 minimum 

for the base charge. The Option I modified stand 

alone rates provided in Exhibit 247  (FLL-6) 

exceed these minimums. As previously stated, the 

Option V CIAC/treatment type factored rate is a new 

rate proposal. 

DO YOU SUPPORT THE NEW CIAC/TRBATMENT TYPE FACTORED 

RATE PROPOSAL? 

No, I do not. 

COULD YOU EXPLAIN WHY? 

The CIAC/treatment proposal is not only complex and 

difficult to understand, but it takes into 

consideration only the cost factors relating to 

CIAC and treatment type. It does not take into 

consideration the many other costs factors which 

determine the lev51 of a customer's bill, such as 

density, consumption, age of facilities, economies 

of scale, location, and environmental requirements. 

DO YOU HAVE ANY OTHER CO-S RELATING TO THIS 

RATE PROPOSAL? 

Yes, I do. I have prepared Exhibit 247 (FLL-12) 

which is a comparison of SSU's CIAC to plant, 
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sorted by treatment type and the stand alone 

residential bill; Exhibit 247 (FLL-13) is a 

comparison of stand alone residential bills, sorted 

by treatment type and the percent of CIAC to plant; 

and Exhibit 3l47 (FLL-14) is a comparison of 

treatment types and stand alone residential bills, 

sorted by the percent of CIAC to plant. 

Q. WHAT DO THESE THREE EXHIBITS SHOW? 

A. These three exhibits contain the same information 

sorted three different ways and all show that there 

is no consistent pattern of costs relative to CIAC 

or treatment type. In other words, low CIAC does 

not consistently mean high bills and vice versa. 

An example is shown on Exhibit 9q7 (FLL-14) page 

2 of 3, lines 121 and 122 for Gospel Island which 

has a CIAC to plant ratio of 74.23% and a typical 

residential bill of $105.50 at 10,000 gallons. 

Amelia Island which has a 75.02% CIAC to plant 

ratio, however, only has a typical residential 

stand alone bill of $15.58 at the same consumption 

level. 

Q .  HAS STAFF WITNESS SKAFER RECOEMENDED A PREFERRED 

RATE DESIGN IN HIS TESTIMONY? 

A. No. 

Q. IF THE COMMISSION SHOULD NOT GRANT THE COMPANY'S 
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PROPOSED UNIFORM RATES, WKAT OPTION DOES THE 

COMPANY SUPPORT? 

A. If the Company's proposed uniform rates are not 

granted, the Company supports the modified stand 

alone rate Option 111 with minimums and with a 

lower cap than the one used by the Commission to 

set interim rates. The modified stand alone rate 

has the advantage over the stand alone rate Option 

11 of recognizing affordability, and has the 

advantage over the CIAC/treatment Option V of being 

less complex while reflecting all factors 

influencing costs such as density, consumption, 

CIAC, treatment type, location, age of facilities, 

etc. It also provides a means for the Commission 

to move toward a uniform rate by lowering the cap 

or maximum bill at 10,000 gallons of consumption. 

Q .  HOW DOES SSU'S UNIFORM RATE PROPOSAL DIFFER FROM 

THE OPTIONS PROPOSED BY STAFF? 

A .  SSU has established two classes of uniform rates 

for water based on whether the treatment is for 

fresh water (conventional treatment) or brackish 

water (reverse osmosis treatment). The 

distinguishing factors between these two classes is 

(1) there is a significant difference in the 

treatment process, (2) there is a significant 

40 



5250 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

15 

1 6  

1 7  

18 

19 

2 0  

2 1  

2 2  

23 

2 4  

25  

difference in the product being treated, and ( 3 )  

there is a significant difference in the average 

cost of the particular water treatment. The lime 

softening, filtration aeration and disinfection 

only treatment types are all variations of 

freshwater treatment at SSU and have been included 

in the determination of conventional uniform rates. 

Reverse osmosis treatment is used for the treatment 

of brackish water and is the last resort for 

treatment because of its high cost and therefore 

has been included in a separate uniform rate class. 

Typically, R.O. facilities are located along 

coastal areas where you have high populations which 

have depleted the freshwater supply resulting in 

the intrusion of brackish or salt water. 

The average cost of R.0 treatment is 

significantly higher than the average cost of 

conventional or freshwater treatment and this is 

confirmed when you compare the uniform conventional 

freshwater rate with the uniform R.O. rate. SSU’s 

uniform conventional rate averages the cost of 9 5  

plants and therefore provides a representative 

average cost of conventional treatment. This 

average rate also reflects the variances that 

result between plants due to a number of factors 
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such as freshwater treatment types, customer 

density, consumption, CIAC, differences in 

depreciated value and O&M due to the age of the 

facilities, as well as manpower requirements which 

can vary due to regulatory requirements or 

operating characteristics of individual facilities. 

The R.O. uniform rate reflects the cost Of SSU'S 

two R.O. facilities at Marco Island and Burnt 

Store. Exhibit 2qT (FLL-15) shows a comparison 

of the Company's proposed final conventional and 

reverse osmosis uniform rates. As shown on this 

schedule, the base charge for the uniform 

conventional rates is $9.17 while the base charge 

for the uniform R.0 facilities is $23.62. The 

gallonage charge for uniform conventional plants is 

$2.16 while the gallonage charge for uniform R.O. 

plants is $3.27. The bill at 10,000 gallons for 

the uniform conventional plants is $30.71 while the 

typical bill for the uniform R.O. plants is $56.32. 

The uniform base charge for R.O. treatment is 

2.5 times the uniform base charge for conventional 

treatment which reflects the highly capital 

intensive nature of R.O. treatment compared to 

conventional. Within the R.O. group, Marco Island 

and Burnt Store have almost identical stand alone 
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capital costs for R. 0. treatment. 

The uniform gallonage charge for R.0 treatment 

is 1.5 times greater than the conventional uniform 

gallonage charge. Within the R.O. group, Marco's 

gallonage charge is low compared to Burnt Store 

because of higher per customer monthly consumption 

at Marco in 1995 of approximately 26,000 gallons as 

compared to approximately 10,000 gallons at Burnt 

Store. Residential consumption at Marco is 

projected to be approximately 15,000 gallons 

compared to 4,000 gallons at Burnt Store in 1996. 

In summary, the overall annual average cost of 

R.O. treatment is approximately 1.8 times or almost 

twice the average cost of SSU's 95 conventional 

water treatment plants. The average of the cost of 

95 water plants reflects the true levelized cost of 

service of conventional treatment and represents a 

significant and permanent cost difference between 

conventional and R.O. treatment. 

Q .  DOES THAT CONCLUDE YOUR REBUTTAL TESTIMONY? 

A. Yes, it does. 

43 



P 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5253 

:Y MR. ARMSTRONG: 

Q Mr. Ludsen, are you sponsoring Exhibit 

‘LL-6 through FLL-15? 

A Yes, I am. 

Q Do you have any changes to those? 

A No. 

MR. ARMSTRONG: Madam Chair, we request the 

iext available exhibit number. 

CHAIRMAN CLARK: The next number I have is 

!47. 

(Exhibit No. 247 identified.) 

IY MR. ARMSTRONG: 

Q Mr. Ludsen, you have no summary, correct? 

A That‘s correct. 

MR. ARMSTRONG: He is available for cross. 

CHAIRMAN CLARK: Ms. Capeless, we are ready 

:o have the Staff’s cross of Mr. Ludsen’s direct 

:est imony . 
MS. CAPELESS: 

CROSS EXAMINATION 

iY MS. CAPELESS: 

Q Good evening, Mr. Ludsen. 

A Good evening. 

Q I have some questions for you on behalf of 

:he Staff concerning various topics which you cover 

FLORIDA PUBLIC SERVICE COMMISSION 
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5254  

in your direct testimony. What I will try to do is 

:o take those topics in roughly the same order as you 

liscuss them in your testimony. 

So I would like to begin by asking you some 

pestions pertaining to your proposed service 

mailability charges. 

A Yes. 

Q You selected your proposed service 

availability charges based upon the average of your 

narket survey with the caveat these charges would 

?lace SSU within the Commission's minimum and maximum 

pidelines; is that correct? 

A Overall, yes, that's correct. 

Q With the minimum being the percentage that 

transmission distribution or collection facilities 

3re to total plant, and the maximum being 75 percent 

>f total plant; correct? 

A That's correct. 

Q If you would, please, turn your attention 

to what was marked last week as Exhibit 127, which is 

attached to your direct testimony, as FLL-3. 

A Okay. 

Q This is a summary of total water and 

wastewater service availability charges for 1996; 

right? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A That's correct. 

Q Column 6 shows the proposed uniform charge; 

Zorrect? 

A Yes. 

Q And except for column 6, doesn't the 

remainder of Exhibit 127 represent figures pulled 

Erom Mr. Bliss' analysis found in volume eight of the 

4FRs, 2 through 4; correct? 

A Yes. 

Q We did not copy those because they are 

Joluminous, but we've got the three books here for 

four reference if you are interested in browsing 

:hrough them. Is it correct that columns 2 and 3 of 

Zxhibit 127 represent minimum and maximum charges 

Jased upon Commission guidelines which were developed 

JY Mr. Bliss based upon Staff's model? 

A That's correct. 

Q And column 5 of the exhibit represents a 

stand alone rate based upon the assumptions derived 

in the same model; is that right? 

A Column 5, yes. 

Q Okay. And again, referring to the same 

Zxhibit 127, for numerous systems in columns 2 and 

three both the minimum and maximum charges are zero. 

30 you see that? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q What is the significance of both columns 

)eing zero with a charge appearing in column 5? 

A The significance is that columns 2 and 3 

And the reason that :epresent future connections. 

rou have zeroes there is because you do not have any 

future ERCs in this system. 

Column 5 represents the stand alone 

:harges. In other words, it is the average cost of 

:he facilities currently installed at Amelia Island. 

Q Okay. If you will direct your attention to 

?age 2 of the exhibit, FFL-3, which is Exhibit 1 2 7 .  

?lease take a look at line number 95 on that page. 

A Okay. 

Q Those are the service availability 

zalculations for the Zephyr Shores plant, right? 

A Yes. 

Q In column 2 of line 95, you show a minimum 

Zharge of $857; correct? 

A Yes. 

Q And in column 3 you show a maximum charge 

Jf $2,362; right? 

A Yes. 

Q In column 5 you show a stand alone charge 

3f $383, correct? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q Doesn't that show that the stand alone 

harge in column 5 is not within the minimum/maximum 

'ange? 

A Yes. 

Q Why does that stand alone charge fall 

sutside of the range? 

A It could be for various reasons. I would 

.ave to look at the schedules, I guess, or have 

Ir. Bliss look at the schedules that he prepared to 

ixplain that, but it could be a variety of reasons 

lecause the calculations are different for stand 

.lone versus the projected, or the minimum/maximurn 

ialculation, which actually looks into the future. 

Q Okay. Let me direct your attention, 

ilease, to page 14 of your direct testimony, 

)eginning at line 15. Here you show three 

)ercentages for contribution levels, correct? 

A Yes. 

Q One percentage is for your conventional 

later plant and service, one for your reverse osmosis 

rater plant and service, and one for your wastewater 

)lant and service; right? 

A That's correct. 

Q Is it correct that these are projected year 

FLORIDA PUBLIC SERVICE COMMISSION 
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end 1 9 9 6  percentages which include projected plant 

additions? 

A Yes. Those are existing. 

Q And based upon these percentages you've 

determined that at year end ' 9 6  SSU will on a company 

wide basis be below Commission minimum guidelines? 

A That's correct. 

Q If you will turn your attention back again 

to Exhibit 127 ,  FFL-3 attached to your testimony 

there. Haven't you provided this exhibit to support 

the contention that your proposed service 

availability charges are within Commission 

guide1 ines? 

A Could you repeat the question? 

Q Have you provided this exhibit in order to 

support the contention that your proposed service 

availability charges are within Commission 

guidelines? 

A Partly, yes. That is a total composite. 

If you look at the detail schedules under the service 

availability filing, for instance the 750,  results in 

a minimum of 5 3 . 9 5  percent. Well, the minimum is 

5 3 . 9 5  percent that we need for the conventional 

treatment. And the 750  produces a percentage of 

5 6 . 3 8  percent, which is above that minimum. 
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So what that schedule shows is that we 

noved from the 32.77 existing to 56.38 percent, which 

is above the minimum for that grouping. 

Q And these numbers were derived from 

Yr. Bliss’ service availability analysis; right? 

A Yes. 

Q Isn’t it true that you are unable to assure 

the Commission that your proposed service 

availability charges will place SSU in compliance 

with Commission service availability guidelines 

beyond the year 1996? 

A Yes, but I think that would be the case no 

matter what you did, since they are just using 

projected information. 

Q Okay. Thank you. Lets move on to some 

questions pertaining to SSU’s conservation efforts. 

If you will refer, please, to page 20 of your direct 

testimony, starting at line 17. There you indicate 

that SSU has reduced 1996 consumption based on 

anticipated savings resulting from its expanded 

conservation programs; correct? 

A Yes. 

Q Are you aware that SSU estimates that 

consumption will be reduced by a total of 142,788,000 

gallons per year resulting from conservation 

FLORIDA PUBLIC SERVICE COMMISSION 
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programs? 

A Yes, I am. 

Q Are you aware that in the MFRs SSU did not 

adjust its operating expenses further reduction in 

consumption associated with the conservation 

programs? 

A Yes, I am. 

Q Theoretically shouldn’t there be some 

corresponding reduction in operating expenses as a 

result of anticipated reduced demand? 

A Yes, there should. I think we provided an 

interrogatory response in regard to that issue. 

MS. CAPELESS: We would like to go ahead 

and pass this out. It is an exhibit, which is the 

late filed Exhibit No. 4 from the 11/14 deposition. 

We would like to have that marked, please. 

CHAIRMAN CLARK: That will be Exhibit 248. 

You have two more exhibits. 

MS. CAPELESS: Thank you. 

CHAIRMAN CLARK: That is a Late Filed 

Exhibit No. 4 From the Ludsen Deposition on November 

14th. 

MS. CAPELESS: Correct, thank you. 

BY MS. CAPELESS: 

Q Does this document appear to be a true and 

FLORIDA PUBLIC SERVICE COMMISSION 
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:orrect copy of that late filed deposition Exhibit 

JO. 4, Mr. Ludsen? 

A Yes, it is. 

Q This exhibit contains anticipated 

reductions in operating expenses from the 

zonservation programs, right? 

A That's correct. 

Q And attached to this Exhibit 248 is a 

zchedule which details the operating expense 

3djustments by plant for the anticipated reductions 

in consumption associated with the conservation 

srogram; right? 

A Correct. 

Q Thank you. Let's move onto the proposed 

weather normalization clause or WNC. Isn't it true 

that this weather normalization clause affects only 

those customers whose rates are being reviewed in 

this rate case? 

A That's correct. 

Q Now, if SSU were to buy a new facility the 

transfer of ownership would have to be approved by 

the Commission; right? 

A Yes. 

Q So lets just assume for the moment that the 

Zomrnission approves a weather normalization clause in 

FLORIDA PUBLIC SERVICE COMMISSION 
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:his docket as proposed by SSU, okay? 

A Yes. 

Q If that were true, would it be necessary 

Eor the Commission to make a determination as to 

uhether the WNC should apply to a newly acquired 

Eacility during a subsequent transfer or amendment 

Jroceeding? 

A No, it wouldn't. The intent would be that, 

Eirst of all, that the WNC would only be applicable 

3r usable if you had uniform rates, because otherwise 

you would have to have a WNC adjustment clause for 

?very facility throughout the state. 

If you acquired a new system, those systems 

3s has happened in the past, would come in under 

their current rate, which would not be the uniform 

rate. So therefore, they would not be included in 

the WNC until a subsequent rate case. 

Q Thank you. Isn't it your opinion that 

SSU's tariff would not need to be updated each time 

the rate changed as a result of the WNC? 

A Yes. 

Q And the tariff, in your opinion, wouldn't 

need to be updated because the Commission would 

approve the mechanism, right, and the mechanism would 

be applied each month to the billing? 
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A That‘s correct. 

Q Again, assuming that the Commission were to 

ipprove your proposed WNC, lets say that the 

:ommission later receives a phone call from a 

xstomer questioning his or her bill. And let’s 

3ssume that the Commission or Staff intends to 

research that billing question. We here at the 

:ommission wouldn’t be able to ascertain the 

appropriate amount of the customer’s bill from 

Looking at the tariff, would we? 

A Well, yes, you would because the WNC would 

3e a separate line on the bill at the bottom of the 

sill, or after you actually calculated the rates 

zhrough and determined that total dollar amount you 

nrould have a separate amount for the WNC adjustment. 

rhen that would be rolled into the total. 

You would have the amount up to the WNC. 

4nd then the WNC would be a separate calculation 

nrhich you would audit periodically or whenever, or 

aonthly, if you chose to have us send copies to you 

nonthly. 

Q We would have to take a look at the tariff 

in conjunction with the customer’s bill? 

A Normally what you would do is we would send 

you a copy of the adjustment each month so you would 
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mow what the adjustment factor was for each month 

:hat the bills went out. And so you would have a 

:opy of the adjustment factor. 

Q so we would - -  Staff would first have to 

zalculate the weather normalization, the adjustment, 

€or that specific customer's bill in order to 

letermine - -  

A Repeat the question, please. 

Q Staff would need to calculate the weather 

normalization adjustment for that particular 

zustomer; is that correct? 

A No. Well, you would receive the actual 

rate from us. If you had a copy of their bill 

sbviously you would see it on the bill; or if you 

were talking to them over the phone, you would know 

what that rate was, and you would have to multiply it 

times the consumption for the month. Just like you 

would to bill it out, also; you would have to look at 

the rate schedule to see what the rates are, and bill 

those out based on consumption. You would do the 

same thing with the adjustment factor. 

Q Okay. Thank you. Mr. Ludsen, are you 

aware that fuel adjustment clauses are reviewed once 

every six months for fuel and environmental costs and 

yearly for conservation costs? 
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A NO. 

Q Do you have an opinion as to how frequently 

:he WNC should be reviewed? 

A At least once a year. 

Q Okay. Isn't it true that you don't 

mticipate any change to the pass through index 

Jrocedures if the WNC is approved? 

A That's correct. 

Q Would you agree that one of the reasons why 

SSU has requested this mechanism is to insure that it 

receives its gallonage revenue requirement in rainy 

seasons? 

A That is part of it. It is a balancing 

account which works both ways. It assures that we 

neet the level of consumption per bill that was 

included in our last rate case, and it varies plus or 

ninus and refunds to the customer or collects for the 

company. So it is really a balancing account. 

Q In requesting this mechanism, isn't SSU 

3cknowledging that Florida has many rainy seasons? 

A Yes, it is also involved in a very intense 

conservation effort throughout the state. It is 

a l s o ,  we are also involved in significant changes in 

rate design. 

Q Isn't it true that there is no other 
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xivately-owned water or wastewater utility in the 

Jnited States which utilizes such a mechanism? 

A I'm not aware of any. 

Q So this idea of implementing a weather 

iormalization clause is a new idea to the water 

industry, correct? 

A I haven't seen another clause for the water 

industry; that's correct. 

Q Are you aware that Dr. Morin has testified 

that the WNC will reduce SSU's cost of equity by 25 

basis points? 

A I believe he indicated that, from the 12 

point - -  or I think we filed with the 12.25, and he 

felt that the cost equity would be 12.50 if we didn't 

have the WNC. 

Q Wouldn't the fact that this is a new 

nechanism cause it to be considered more risky? 

A Risky to who? 

Q Risky to lenders. 

A Well, I consider it to be a stabilization 

nechanism in terms of revenues to the company and to 

the customers. So I would say it is less risky. 

Q Okay, thank you. On Page 21 now of your 

direct testimony. Here you provide a step-by-step 

jescription of the mechanics of the WNC; correct? 
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A Yes. 

Q And you describe that there are various 

iteps involved in computing the monthly WNC 

ldjustment, right? 

A Yes. 

Q Attached to your direct testimony as 

:xhibit FLL-4, which is also part of 127, Exhibit NO. 

.27, if you would please turn to page one of that 

)ortion of the Exhibit FLL-4? 

A Yes. 

Q The actual number of bills and consumption 

:hat are approved in this rate case is the starting 

)oint in the process of calculating the WNC; is that 

:ight? 

A That's correct. 

Q And this is because the approved number of 

)ills and consumption is used to calculate an average 

ionthly consumption per bill, right? 

A Yes. 

Q Okay. The monthly WNC revenue rebate or 

mrcharge amount is the calculation of the monthly 

7evenues that are over or under the target revenues; 

:orrect? 

A That's correct. 

Q There are four month and two month lags 
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:hat are built into the WNC calculation; aren't 

:here? 

A Yes, in the clause that we've developed, 

:hat's correct. 

Q And it is your opinion that the WNC should 

3e implemented only if a uniform rate structure is 

?ut in place? 

A That's correct, and if it is based on a 

gallonage charge. If you have an inverted rate it 

Hould be virtually or almost impossible to use a WNC 

3ecause you would have to keep track of consumption 

3y intervals. 

MS. CAPELESS: Okay, thank you. We would 

like to move on to some questions concerning the 

topic of reuse. And we want to go ahead and hand you 

3. few more documents at this point. One of them 

zonsists of SSU's responses to certain discovery 

requests. And if we could have that identified, 

please, Madam Chairman, as composite exhibit. 

CHAIRMAN CLARK: That number will be 249. 

(Exhibit No. 249 identified.) 

MS. CAPELESS: Thank you. And the other 

m e  is a late filed deposition Exhibit No. 2, if we 

could have that one marked, please. 

CHAIRMAN CLARK: That will be 250. 
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MS. CAPELESS: Thank you. 

(Exhibit No. 250 identified.) 

3Y MS. CAPELESS: 

Q Mr. Ludsen, if you would direct your 

3ttention first to the exhibit that was marked 249,  

;SU's responses to certain discovery requests. 

MR. ARMSTRONG: Could we have a reference 

:o the page in his testimony you are referring to? 

MS, CAPELESS: If you give me a minute I 

:hink I can probably come up with that. Can we go 

3ff the record for about a minute? 

CHAIRMAN CLARK: Yes. 

(Brief pause. ) 

MS. CAPELESS: Okay. Staff has refreshed 

ny memory on this. These questions on reuse were in 

Y s .  Kowalsky's testimony. And some of the questions 

that we asked Ms. Kowalsky at deposition concerning 

reuse and rate structure were deferred to 

Yr. Ludsen. 

MR. ARMSTRONG: Oh. I'm sure he is 

delighted. 

BY MS. CAPELESS: 

Q Again, referring to what was marked 249,  

Exhibit 249,  does this appear to be a true and 

correct copy of S S U ' s  responses of certain OPC's 
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iiscovery request, Mr. Ludsen? 

A It appears to be, but I haven't seen it 

3efore. 

Q Okay. And with respect to the exhibit 

narked 250, the copy of your late filed deposition 

Zxhibit No. 2, does this also appear to be a true and 

zorrect copy of that document? 

A Yes. 

Q Thank you. Now, I think Staff also 

iistributed a copy of Page 464 of volume 5 of the 

YFRs, that is for reference purposes. Did you 

receive a copy of that? 

A Yes. 

Q Thank you. Focusing for the moment on the 

zomposite Exhibit No. 249,  is it correct that SSU 

3resently provides reuse for spray irrigation from 

sight of its plants? 

A Yes, including Buenaventura Lakes, yes. 

Q Thank you. And is it also correct that the 

clharges proposed by SSU for reuse range from no 

charge at all to $0.87 per thousand gallons? 

A Yes. 

Q Doesn't SSU intend to increase the reuse 

Eharge for the Lehigh and Florida Central Commerce 

Park facilities by the average percentage revenue 
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increase approved in this docket? 

A Yes. 

Q Are you familiar with the testimony of 

Yr. Guastella filed in this case? 

A I've read it before, yes, but it: has been 

3while now. 

Q Okay. Are you aware that he performed a 

zost study to develop a cost based rate of $0.87 per 

thousand gallons for reuse for Marco Island? 

A Yes. 

Q And SSU's proposed $0.87 charge for Marco 

Island is based upon Mr. Guastella's study; is that 

right? 

A That's correct. 

Q You've not conducted similar studies for 

any of your other service areas, though, have you? 

A No. 

Q SSU proposes to charge a cost base reuse 

rate for Marco Island and to continue to provide 

reuse at no charge for several other locations; is 

that right? 

A Yes. Well, there are different 

circumstances involved for each one of those. The 

ones that were charging zero is because we are really 

under contract in those situations. And in the case 
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2f Marco Island, that is a situation where we are 

replacing potable water. The $ 0 . 8 7  rate is a potable 

Mater replacement rate. It has a different value of 

service, then for the golf courses. And .Lt is not 

inder contract. 

Q So your rationale for this cost 

iifferential then is based upon differing 

zircumstances at the various locations? 

A That's correct. 

Q For example, alternate water sources may or 

nay not be available to the end user, and you 

zonsider that in determining whether or how much to 

zharge for reuse; is that right? 

MR. ARMSTRONG: Objection, Madam Chair. I 

just - -  this is my witness. I prepared him for this 

testimony. I looked through the issue statement. I 

don't see any issues regarding appropriates reuse 

rates. So I know this is an off-the-cuff discussion, 

because he hasn't been prepared, because there is no 

issue. Again, I think we are going into a m  area - -  

if it was an issue, we should have had notice there 

was an issue, and I could have had him prepared. 

MS. CAPELESS: I would refer Counsel to 

issue 1 2 2  of the prehearing order. 

MR. ARMSTRONG: If I ' m  wrong, I will take 
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it back, but I looked through. Okay. This is why I 

rasn't prepared with Mr. Ludsen because it says 

Kowalsky is the witness. Is it because of what you 

said in t.he deposition that she couldn't answer the 

questions that you didn't ask her? 

COMMISSIONER KIESLING: That happened right 

here when they had with Kowalsky on direct. 

MR. ARMSTRONG: I wasn't here eitther. 

COMMISSIONER KIESLING: She deferred 

mswers on some of the reuse questions. 

MR. ARMSTRONG: I take it back. I wasn't 

here when she was on the stand. I will take it back 

wid you can go ahead. 

MS. CAPELESS: Thank you. 

BY MS. CAPELESS: 

Q I will repeat the question, Mr. Ludsen. As 

an example, when you've got alternate water sources 

which may or may not be available to the end user, 

and our question is do you consider that in 

determining whether or how much to charge for reuse? 

A I think that has to be one of the 

considerations. I think ultimately we will have to 

end up with probably two reuse rates for our service 

areas. We will have to have a potable water 

replacement rate for reuse, and a non-potable water 
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replacement rate. 

If you have a customer that is (currently 

taking potable water, they are going to have to be 

charged a rate which reflects a value of the service 

that is being provided and the replacement of potable 

dater. In some case like Deltona where they have 

zero charge currently, we are going to need another 

rate for those customers that are replacing potable 

water with reuse. 

The golf courses aren't replacing potable 

water with reuse. They are replacing groundwater. 

It has a different cost and it is usually under 

separate contracts with different situations. 

Q Are you planning - -  you are not planning to 

do this in this rate case, are you? This is in 

future considerations? 

A Well, I would prefer it was done in this 

rate case, quite honestly, if there was a separate 

rate established for potable replacement. 

Q Would supply and reuse to a golf course - -  

if supply and reuse to a golf course is the lowest 

cost disposal option for SSU at a given location 

wouldn't that be also taken into consideration, as 

well? 

A Yes. 

FLORIDA PUBLIC SERVICE COMMISSICIN 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5275 

Q Okay. If you would please refer again to 

:he Composite Exhibit 249, and go to pages 13 through 

L 5  of that exhibit. If you would just take a minute 

3r two to look through those pages, please, sir. 

A Which exhibit? 

Q This is the Composite Exhibit 249 at pages 

13 through 15. 

A Okay. 

Q Which is where Mr. Sweat provides a 

3.etailed justification for not charging for reuse for 

several plants. 

What we would like to know, Mr. Ludsen, is 

if you are in agreement with Mr. Sweat’s response to 

this discovery request? 

A I haven’t gotten through it yet. 

Q When you are ready. 

A It is a lot to digest in a very short time 

here. 

Q I don’t mean to rush you. (Brief pause.) 

A I guess I’ve read it. 

Q Pardon me, sir? 

A I‘ve read it. 

Q Are you in agreement with that response? 

A I have no way of verifying it. 

Q Okay. Does anything jump out at you as 

FLORIDA PUBLIC SERVICE COMMISSION 



5276 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 P 

being blatantly wrong? 

A N o .  

Q Thank you. Moving on to the other exhibit, 

nrhich was passed out to you and marked as Exhibit 

250, the late numbered file number 2 to your April 

8th deposition. 

A Okay. 

Q You have outlined which customeirs have 

their ow11 water wells, right? 

A Yes. 

Q And you provided additional information on 

why these customers are not charged? 

A Yes. 

Q If you would refer to the fourth paragraph 

from the bottom of the page of that exhibit. You 

indicate that customers with their own supply wells 

have agreed not to use them; right? 

A Yes. 

Q Do you know whether these wells are 

abandoned or whether they are still available for 

backup for the golf courses? 

A No, I don't. 

Q This exhibit seems to indicate t:hat in 

determining whether or how much to charge for reuse 

that you consider whether SSU has acquired a contract 
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Nith a particular plant; is that right? This is on 

the second paragraph from the bottom of the page. 

A Yes; in those situations, yes. 

Q And the exhibit, which is the exhibit 

narked N o .  250 indicates that you also consider 

xhether t.here are disposal problems at a particular 

glant ; right? 

A Yes. 

Q Are you aware of the Commission"s authority 

to allow a utility to recover the costs of a reuse 

project from the utility's water, wastewater, or 

reuse customers? 

A Yes. 

Q Didn't SSU support the initial draft of the 

legislation which provides the Commission with that 

authority? 

A Yes. 

Q From the utility support of the legislation 

can we assume that SSU believes that the ability to 

allocate some cost to water customers is it good 

idea? 

A Well, I think there is a benefit. to the 

water customers. 

Q But SSU doesn't propose recovery of any 

reuse cost from any of your water customers at this 
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given it a lot of 

thought. I'm not sure exactly how to quantify the 

amount, but I realize there is benefit to the water 

zustomers from reuse. 

Q So you didn't propose such an allocation in 

this docket because you haven't given it enough 

thought? 

A That' s correct. 

Q Okay. Are you saying, though, that you 

agree that reuse benefits water customers because it 

ultimately results in preserving groundwater 

supplies; is that right? 

A Yes, that's the ultimate benefit: of it, 

yes. 

Q Is it correct that to date SSU has not 

attempted to quantify any benefits of reuse to water 

customers? 

A That's correct. 

Q And to date SSU has not developed a 

methodology for allocating such benefits to water 

customers; is that also correct? 

A Yes. 

Q Referring again to what was marked as 

Exhibit 250, the late filed Exhibit No. 2 to your 

FLORIDA PUBLIC SERVICE COMMISSION 



5279 

P 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 h 

Lpril 9th deposition. In column 2 you show that 

!ight reuse customers received reclaimed water at no 

tost; correct? 

A Yes. 

Q Is SSU presently providing service to these 

-euse customers pursuant to contract; do you know? 

A Did you say eight reuse customers? 

Q Yes, sir. 

A At zero cost? 

Q Yes, sir. 

A I've got five on the exhibit heire. Are you 

.ooking at the - -  

Q I'm looking under customer name. 

A Okay. 

Q Which is column two. 

A I see it, yes. 

Q Okay. Is it your testimony then that there 

ire eight. reuse customers who receive reclaimed water 

it no cost? 

A Yes. 

Q Do you know whether SSU is presently 

lroviding service to these reuse customers pursuant 

:o contract? 

A That's my understanding, yes. 

Q On what was marked Exhibit 250 you indicate 
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that the Deltona plant is among those plants that 

?rovi.de reuse service at no charge, right'? 

A That's correct. 

Q If you would please, sir, refer to the MFR 

?age we handed you a few minutes ago, Page 464 of 

irolume five. If you would go to line 50. Let me 

know when you are there. 

A I'm there. 

Q Thank you. Mr. Bencini shows a present and 

proposed effluent rate of $0.06 per a thousand 

gallons for the Deltona plant; right? 

A Yes. 

Q Also on this schedule, if you will look at 

footnote three at the bottom of the page, Mr. Bencini 

indicates that this rate is by contract and that it 

cannot be changed; do you see that? 

A Yes. 

Q In light of this information, can you 

explain why on Exhibit 250,  your late filed depo 

Exhibit N o .  2, that the Deltona plant provides reuse 

service at no charge? 

A I think the situation there is that we have 

to have a site for our reuse. We have no 

alternatives, but to deliver it there. And even 

though - -  I believe the contract does say $0.06, but 
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7e are unable to force them to pay because we have no 

tlternative disposal for our reuse at Deltona. 

Q So you are currently not charging it? 

A That‘s my understanding. 

Q Do you know whether a charge is included 

rithin your tariff for reuse service for the Deltona 

Ilant? 

A According to the schedule here there is a 

:harge, but I would have to look at the tariff, 

gpecif ically. 

Q Okay. Also by exhibit marked No. 250, at 

:he bottom of the page you indicate that the 

:ommission chose not to change revenues for these 

reuse customers in docket number 920199-WS, which was 

X U ’ S  last rate case; correct? 

A Yes. 

Q But in that docket reuse rates were not 

:numerated as a separate issue in which the 

:ommission voted not to change those rates, were 

:hey? 

A Yes, they were a separate issue. 

Q Okay. Thank you. 

A In fact, there was a significant cross 

2xamination on that issue by particularly the OPC. 

Q Thank you. That’s all I have on reuse, if 
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Ne could move on. I have a few questions on price 

slasticity and billing determinants. That’s not to 

say that’s all I have, but that’s all I h,3ve on that 

topic. 

If you would please refer to page 20 of 

four direct testimony, beginning at line 18. Here 

fou state that SSU reduced 1996 water consumption to 

reflect the conversion of certain water customers to 

reuse; right? 

A Yes. 

Q Regarding the conversion of certain water 

customers to effluent reuse, none of these customers 

lave been converted as of now, have they? 

A Which customers are you referring to 

Specifically? 

Q Pardon me, sir? 

A Which customers are you referring to 

specifically? 

Q The conversion of water customers to 

sffluent reuse, any of them. 

A Are you referring to the Marco customers? 

Q To any of the customers. What we would 

like to know is if any of them have been (converted to 

2ffluent reuse as of now? 

A I don’t believe so. 
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Q Thank you. Do you know when those 

customers’ conversion to reuse will be coinplete? 

A No, I don‘t. 

MS. CAPELESS: Okay. Thank you. I would 

like to move on to the topic of wastewater only flat 

rates. And we will hand you a few more documents 

here. One is a copy of late filed Exhibit 3 from 

your April 9th deposition which we would like to have 

marked please, Madam Chairman. 

CHAIRMAN CLARK: The next exhibit number is 

251. 

MS. CAPELESS: Thank you. 

(Exhibit No. 251 identified.) 

BY MS. CAPELESS: 

Q The other is an MFR which we wi:ll refer 

to. If you would take moment to look over the late 

filed deposition exhibit marked 251, does this appear 

to be a true and correct copy of that document? 

A Yes, it does. 

Q Thank you. Did you prepare this exhibit at 

the request of Staff? 

A Yes, it was prepared under my supervision. 

Q Does it show that SSU service area - -  does 

it show the SSU service areas that have wastewater 

only residential service? 
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A Y e s .  

Q And according t o  t h i s  exhib i t  marked 251,  

rou have nine such serv ice  a reas ;  co r rec t ?  

A Yes. 

Q I f  you would please take a look a t  t h e  MFR 

)age t h a t  S ta f f  j u s t  d i s t r ibu ted ,  which i s  MFR 

ichedule E - 2 1  page 59 of 72;  according t o  t h i s  MFR 

xhedule Buenaventura Lakes a l s o  has r e s iden t i a l  

iastewater only customers; is t h a t  cor rec t?  

A I t  has zero b i l l s .  

Q I t  has zero b i l l s ?  

A Well, the  schedule shows zero b i l l s .  

Q Is t h a t  why you d idn ’ t  include Buenaventura 

,akes i n  your exhib i t  which i s  marked 2 5 1 ?  

A I would have t o  check and ve r i fy  t h a t .  

Q Okay. I s n ’ t  t h e  f l a t  r a t e  based on an 

hstimate of water consumption f o r  these customers 

rhich i s  applied t o  the wastewater r a t e ?  

A Yes. 

Q Under the present r a t e s  i s n ’ t  i t  t r u e  t h a t  

.h i s  estimate of water consumption i s  difEerent  f o r  

!ach of t h e  wastewater only service a reas?  

A Yes. 

Q I s n ’ t  it a l so  t rue  t h a t  under t h e  present  

-a tes  t h i s  estimate of water consumption is based on 
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the average consumption of the metered residential 

xstomers within the particular service area? 

A Yes, with the exception of Tropical Isle. 

Q Okay. According to Exhibit 251, Tropical 

Isle has no metered residential customers in the 

service area; right? 

A That's correct. 

Q Under present rates where do you get the 

average consumption upon which to base the flat rate 

€or Tropical Isle? 

A Basically, it is just taking the total 

revenue requirements for Tropical Isle and dividing 

it by the number of bills for the customer so you end 

ip with a flat rate. 

Q Thank you. Under the utility's proposed 

rates, isn't it true that you have used tlhe same 

Zstimate of water consumption for all of the 

uastewater only service areas? 

A Yes. 

Q This estimate of water consumption under 

:he proposed rates is based on the average for the 

Zntire SSU residential water customer base; right? 

A Yes. 

Q Mr. Ludsen, are you aware that ,at one of 

:he service hearings held in this docket (a customer 
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of Tropical Isle stated that he is a water customer 

of another utility and is metered for water service? 

A I recall that, yes. 

Q And he questioned why he should have to pay 

a flat rate for wastewater, rather than paying a 

metered rate like the other wastewater customers. 

Are you aware that other wastewater only customers at 

that service hearing wanted to know why there isn't a 

vacation rate so that when customers are away for a 

period of time they won't be billed the full 

wastewater only flat rate? 

A I recall that discussion from my 

deposition. And I think my response was that it 

would be very difficult to have a vacation rate; 

because first of all, you don't know when people go 

on vacation. 

But second of all, no matter what you do 

they are going to end up paying that total revenue 

requirement. If you had a vacation rate you would 

have a lower rate for a certain period of time. Then 

you would have to have a higher rate for lthe 

remaining period of time. So ultimately lthey end up 

paying the same amount anyway. A vacation rate just 

wouldn't, to me, wouldn't make sense for 228 

customers when the end result is going to be the 
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Q Isn't it true, though, that because the 

oastewater only rate includes some estimate of 

:onsumption, that when these customers are away they 

ire paying for consumption even though they are not 

:here and not using water that goes to the wastewater 

;ys t em? 

A It could be. I mean, but that's very 

lifficult to predict. I mean if you had a vacation 

rate and they didn't go on vacation they would get a 

Lower rate during the vacation period and a higher 

rate when they are not in the vacation period. So it 

is very difficult to predict. Ultimately, they are 

yoing to pay basically the same amount no matter how 

fou do it. 

Q Is that true only under a stand alone 

rate? 

A Well, it would be the same amount under a 

uniform rate, too. 

Q Okay. If the company were to offer a 

vacation rate, couldn't you establish certain 

criteria requiring customers to notify the utility 

when they are going away and when they plan to 

return? 

A Boy, that would really be an administrative 
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iightmare. Then you would have people t e l l i n g  us  

:hey a r e  going on vacation when they a r e  not going on 

Jacation so they can get t h e  lower r a t e .  I don't  

mow how you would ever pol ice  something Like t h a t .  

Q Residential  wastewater customers t h a t  a r e  

netered by SSU f o r  water se rv ice ,  they pay t h e  

rrastewater base f a c i l i t y  charge during months t h a t  

they a r e  not there;  is tha t  r i g h t ?  

A Yes, they do. 

Q Wouldn't it be f a i r e r  t o  b i l l  tlhese f l a t  

ra te  wastewater only customers t h e  same base f a c i l i t y  

zharge f o r  the months t h a t  they a r e  away? 

A I don't  understand t h e  question. Could you 

repeat it? 

Q Sure. Wouldn't it be f a i r  t o  b i l l  these 

Elat r a t e  wastewater only customers the s(3me base 

Eac i l i ty  charge f o r  t h e  months t h a t  they ,are away? 

A They are  b i l l e d  t h e  same. I me,an, t h a t ' s  

#hat a f l a t  r a t e  bas i ca l ly  is. I t  i s  a base f a c i l i t y  

zharge . 
Q But t h a t  i s  base f a c i l i t y  charge and 

including gallonage, i s n ' t  it? 

CHAIRMAN CLARK: M r .  Ludsen, I t h i n k  what 

she i s  suggesting i s  why - -  the  people you don't  

neasure the water f o r  - -  why don't  you j u s t  charge 
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:hem the same base facility charge that YOU charge 

Eor the customers who have, who are also water 

xstomers for you? 

3Y MS. CAPELESS: 

Q Assuming you could somehow get :rid of the 

3dministrative nightmare that you just testified 

about. 

A Well, that's a big concern. I mean, that 

is a very big concern. 

Q Now, according to Exhibit No. 2'51 that was 

just - -  

COMMISSIONER KIESLING: Wait a minute, I 

never heard the answer to why he couldn't. 

BY MS. CAPELESS: 

Q Okay. Could you explain further, please, 

sir? 

A I just want to make sure I understand it 

again. Would you go through it once again? 

Q If you could somehow eliminate the 

administrative nightmares involved - -  

A Is this for Tropical Isle you are speaking 

3f now? 

Q For any of the wastewater, the flat 

wastewater only rate customers, wouldn't it be fairer 

to bill these customers the same base facility charge 
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lor the month that they are away? 

A They are billed the same base facility 

:harge for the month they are away. 

COMMISSIONER KIESLING: I don't think you 

ire understanding the question. The same base 

iacility charge as your other charges who are both 

rater and wastewater. 

WITNESS LUDSEN: But then you are not 

zharging them for the other side of the eguation, 

rhich is the gallonage part of the equation. And how 

io you know when they are away? We don't have meters 

In these customers. 

3Y MS. CAPELESS: 

Q Assuming you can determine they are away, 

is the question. Wouldn't it then be fairer to 

zharge them the same as what you are charging the 

xher customers, which is the base facility charge 

ninus the gallonage? 

A Well, I suppose theoretically if they are 

away then they wouldn't have the gallonagse part of 

it, but then you would have to monitor whsen people 

are going away again. 

Q Okay. Thank you. 

CHAIRMAN CLARK: Mr. Ludsen, as I 

understand your concern, the reason you wsmldn't want 
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o do that is because you have no way of verifying by 

.he water bill whether they are there or not. 

WITNESS LUDSEN: Right. 

CHAIRMAN CLARK: When you do both water and 

iastewater you can verify they are not there based on 

LOW much water they don't use. 

WITNESS LUDSEN: That's correct. 

CHAIRMAN CLARK: Would that be 'your 

:oncern, if you are not metering the water, to be 

ible to tell that they are actually on vacation 

:hrough their usage, you just can't do it. 

WITNESS LUDSEN: That's correct. 

3Y MS. CAPELESS: 

Q Thank you. According to what was marked 

Cxhibit No. 251, again, that was just passed out, 

Cropical Isle is the only service area that has 

vastewater only residential customers who receive 

netered water service; is that right? 

A Non-metered. 

Q Tropical Isle, are they not metered? 

A No. 

Q For water service? 

A We don't meter Tropical Isle's customers. 

Q They are metered by some other utility? 

A Fort Pierce. 
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Q Thank you. You also state in Chis exhibit 

that the company has had problems in the past trying 

to get metered consumption information from 

nunicipalities in order to bill wastewater only 

zustomers; is that right? 

A Yes. I talked to the billing psople. They 

have had experience with this. They said it is very 

3ifficult, especially if you have any customer 

zomplaints. You know, how do you solve a customer 

complaint when you don't have the billing information 

for that customer. You have to rely on somebody 

else's information. 

Q Have you ever experienced a problem in 

getting this information from the City of Fort 

Pierce? 

A We've never tried to get the information 

from the City of Fort Pierce, to my knowledge. 

Q Okay. Also, in the same exhibit, 251, you 

state since Tropical Isle has no customers other than 

residential wastewater only customers, that any 

change in billing structure from a flat rate just 

redistributes the revenue requirement among those 228 

customers; right? 

A That's correct. 

Q Isn't that true only if a stand alone rate 
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structure is approved in this docket? 

A It depends on what kind of rate structure 

you ended up with. 

Q Thank you. Now, Mr. Ludsen, you are 

vice-president in charge of finance and 

administration; correct? 

A Yes. 

Q And I see according to your testimony that 

you are responsible for all matters relating to 

rates, accounting, human resources and 

administration; right? 

A Yes. 

Q I note from the company's filinsg that you 

have requested increases in monthly service rates, 

base facility and gallonage charges for both water 

and wastewater, and increases in your service 

availability charges, main extensions, meter 

installation and so forth, but you've not requested 

increases for any of the miscellaneous service 

charges. 

Can you tell me, Mr. Ludsen, was that your 

decision? 

A We haven't done a study on miscellaneous 

service charges. We relied on Staff Advisory 

Bulletin number 13, as we did in our last rate case, 
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rhich outlines what the miscellaneous service charges 

;hould be. And since we have not done a istudy to 

ipdate or to determine what the actual charges are 

:or SSU, we relied on Staff's charges out.lined in 

idvisory Bulletin 13. 

Q Okay. So what kind of cost study do you 

mvision would need to be undertaken in o.rder to 

ietermine a change in those charges? Would it be 

;omething along the lines of determining the 

iunctions involved, determining the appro:ximate times 

:o perform the functions, the hourly costs? And then 

:inally, estimating the cost of each of t:he services? . .  

A Yes, including computer time, et cetera. 

Q I'm sorry, sir? 

A Including computer time, et cetmera. 

Q Wouldn't you agree that if the 'company had 

ianted to request an increase in these ch,arges that 

:here are other ways to demonstrate the c'urrent 

:harges are inappropriate other than doin83 a cost 

~tudy? 

A I don't know on what basis. I guess I 

iaven't - -  if you haven't looked at the information, 

.f you haven't looked at the cause of the costs, and 

since the Staff has the charges outlined, I wouldn't 

.- without a study I wouldn't know what the cost 
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For instance, I notice on one O E  the 

?roposals by Staff was increase of the bad check 

charge to $30, return check charge for $313. And in 

:hat case, there is a statute, I believe, Statute 

332.07(1) (a), which says that the return (check charge 

zan‘t exceed $20 or five percent of the bill. 

Q Okay. Thank you, sir. 

A So that is what I’m talking about, as far 

as doing an analysis and research on these costs to 

nake sure that the costs are appropriate. 

Q Well, as an example, Mr. Ludsen, I’m 

recalling from looking at your filing and your direct 

testimony that you based your requested service 

availability charges on a market survey, ,3 

zomparative analysis, if you will; isn’t that right? 

A Yes, that’s correct. 

Q Couldn‘t you have done the same thing for 

niscellaneous service charges if you had wanted to do 

it that way? 

A That’s one of the things we would do if we 

nrere to analyze the charges. We would do a survey of 

3ther utilities in the State of Florida tO determine 

nrhat type of charges they charge for and what the 

zharges are to make sure that we are competitive with 
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zharges. But in that case you would prob,3bly end up, 

you would want to have a rate that’s competitive with 

&her utilities around you, also. 

Q Wouldn’t you agree it would have been a 

relatively simple task for the company to demonstrate 

that the current charges are old and haven’t changed 

in several years? 

A Well, I don’t know how simple it would be 

because we were pretty busy putting the rest of the 

filing together and doing studies on service 

availability and the like. So, the answer is no, it 

wouldn’t have been an easy task for us. If you 

weren’t in the middle of a rate case it probably 

wouldn’t have been that difficult. I think it is 

something that should be done in the future. 

Q Wouldn‘t you agree that the underlying 

costs of the services are captured in the NARUC 0 & M 

accounts which have been indexed annually? 

A In the NARUC accounts. I don‘t understand 

that. 

Q Operation and maintenance accounts. 

A I can’t say that. I would assume there has 

been some increase in the costs since 1988, which is 

when the Staff Advisory Bulletin was put out; but 
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:hen again, I guess, you know, maybe the :Staff 

4dvisory Bulletin should be updated for inflation or 

Nhatever. 

Q Mr. Ludsen, do you believe that as a 

regulatory philosophy the Commission should look to 

311 possible revenue sources when setting rates, or 

should they just assume any revenue increase should 

zome from monthly service rates? 

A Well, I think that before we change rates 

Ne should have some basis for the change <and some 

support for the change. And my problem with this is 

there isn't any support for these changes, other than 

just doubling the rate, which I don't think is 

3ppropriate. Or it may be appropriate, but I don't 

know if it is appropriate. 

Q Okay. Do you believe that the (Commission 

should consider indexing miscellaneous service 

charges; that is when the Commission allows utilities 

to index their monthly service rates, do you believe 

it would be appropriate to also index these charges? 

A I think it probably could. I think you 

would want to make sure that your starting point is 

correct, though. I would certainly want to look at 

Dther utilities, though, and get a comparison of what 

Dther utilities in the state are charging. Because I 
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don't know, you would have to figure out ,what index 

really applied to these types of charges. So I would 

like to see surveys done periodically by the Staff to 

determine what these charges should be. 

Q Okay, thank you, sir. My last series of 

questions for you concerning your direct testimony go 

to rate case expense. 

Do you agree that the costs incurred for 

the jurisdiction docket, docket number 930945-WS are 

non-recurring costs? 

A I'm not sure if they are or not because I 

think there are some workshops coming up for like 

used and useful. I think we consider those to be in 

the same category as those type of proceedings. So I 

think that, I think to some extent they are recurring 

m e r  time. Maybe not - -  it won't be the same topic, 

but you are going to have other proceedings. 

Q But the topic that was involved in the 

jurisdiction docket, that is not something that will 

recur; is that correct? 

A Not that particular topic, but I think when 

you are looking at costs you are looking at - -  it may 

not be exactly the same topic, but you could have 

another proceeding of a different topic, which, you 

know, ends up costing the company money. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5299 

Q Is it your testimony that you could have a 

similar topic of the same magnitude every year as the 

nagnitude of the jurisdictional docket? 

A Probably not. The jurisdictional docket 

costs us about $95,000, I believe it was. I wouldn't 

suspect that a workshop would cost that much. It 

could, I suppose if you had to bring in experts to 

testify in those proceedings, but probably not. 

Q The company doesn't object to amortizing 

this amount over five years as long as the 

unamortized portion is included in working capital; 

is that right? 

A That's correct. 

Q Do you agree that these costs should be 

amortized over five years? 

A Yes. As I responded to, I think it was an 

interrogatory response, we would not object to having 

those amortized over five years because we don't know 

in this case if there would be other proceedings of 

the magnitude of that proceeding. So that would seem 

fair to us, as long as we can include the amortized 

portion and working capital. 

Q Is it correct that you budgeted $47,765 for 

both 1995 and 1996 for these costs? 

A Yes. 
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Q Isn’t it correct that the amount included 

in the 1996 test year expenses for jurisdiction costs 

is 48,696? 

A Yes. It was about that. 

Q In SSU’s position in the prehearing order 

3n issue 95, it states that the total costs incurred 

€or the jurisdiction docket were approximately 

$100,000; right? 

A Yes. 

Q Is this supported by any testimony or 

sxhibits, do you know? 

A I don‘t know if it is specifically referred 

to in testimony, but the costs are included in the 

Eiling. 

Q Is it correct that these costs should be 

spread to all SSU’s customers and not just the 

xstomers of facilities included in that docket? 

A That’s correct. That case applied to - -  it 

.vas a jurisdictional case. If it is charged to 

regulatory commission expense, other would be 

2llocated to all customers. 

Q Okay. According to your response to the 

interrogatory that you mentioned, it was 

interrogatory number 426, the most recent estimate 

€or these costs you said was $95,530, and that it 

FLORIDA PUBLIC SERVICE COMMISSION 



r.? 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5301 

should be amortized over five years, for an annual 

!xpense amount of 19,106; does that sound right? 

A Yes. 

Q Isn't it correct that in determining the 

imount of rate case expense amortization requested in 

:his case, that you've taken the prior unamortized 

)alances of rate case expense for the following rate 

:ases, those being Charlotte County, the Marco 

:sland, which is 920655-WS, and the 920199 docket, 

ind the Lehigh rate case, which was 911188-WS? 

A Would you repeat those? 

Q Yes, sir. You want me to repeat the rate 

:ases? 

A Yes. 

Q Charlotte County, the Marco Island, which 

gas 920655-WS, the 920199 docket, and the Lehigh rate 

:ase, which was 911188-WS. 

A Yes. 

Q Thank you. And then you added the 

idditional costs, not considered by the Commission, 

tncurred for the appeal of docket number 920199-WS to 

:he prior unamortized amounts; is that right? 

A That's correct. 

Q You then added the current estimate of rate 

:ase expense to this amount and amortized the total 
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er four years; is that right? 

A Yes. For the estimate of the current rate 

se, yes. 

Q For those prior rate cases mentioned above, 

mentioned earlier, except for Charlotte County 

U's  rates will be reduced at the end of four years; 

that right? 

A That's correct. 

Q The amounts of the four year rate 

ductions were a fixed amount included in those 

nal orders based on the approved rate case expense; 

ght ? 

A Yes, at that time. 

Q Based on the dates the rates in those prior 

ckets went into effect, do you agree that the four 

ar rate reductions will occur in 1997? 

A No. 

Q When will it occur? 

A Well, if you reamortize them they will 

cur four years from the effective date that the 

te is going in effect in this docket. 

Q But the rates will still be reduced after 

ur years according to the law, correct? 

A Well, what you've done is reset the rates 

filed before the four year expiration date. We 
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are resetting new rates, so you reset a new reduction 

amount in four years. If we hadn't filed - -  if we 

had filed later than the four years we would have, or 

if we hadn't filed this case after four years then 

you would reduce the rates. But we are in another 

proceeding now and you are resetting the rates. In 

essence, you are reducing them automatically by 

resetting the rates. 

Q If the Commission adds those prior 

unamortized amounts to the current expense to be 

amortized over four years, the dollar amount of 

amortization will be less than the amount approved in 

those dockets, won't it? 

A Well, you are just redistributing the 

dollars that were already approved in the prior 

docket. 

Q But you are taking the remaining balance 

previously amortized over four years and then 

dividing that amount by four more years, aren't you? 

A You are taking the unamortized balance, the 

mount that we didn't recover from the prior rate 

zase, you are taking that balance and you are 

redistributing it over the next four years, because 

you are resetting the rates in this case. And then 

at the end of €our years, assume we didn't have 
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mother rate case, we would reduce our rates for the 

imounts that we included in this case. 

Q Okay. Pardon? 

A Okay. Do you need more on that? 

Q If you want to give more, that will be 

- 

.. :ine. I didn’t mean to cut you off. 

A I just wanted to make sure 

that I‘m saying. 

Q That‘s fine. Thank you, s 

you understand 

r. Mr. :Ludsen, 

loving on, the Spring Hill facilities were included 

.n docket numbers 920199-WS and 930880-WS; correct? 

A Yes. 

Q Has the utility requested to spread the 

idditional costs incurred for that docket to any of 

.he Spring Hill customers? 

A Which docket are you referring to? 

Q Either one of those two dockets, the last 

rate case or the jurisdictional docket. 

A No. They are not FPSC customers anymore, 

)r they are not under the FPSC jurisdiction anymore. 

Q Isn‘t it correct that Spring Hill’s 

residential rates changed as a result of docket 

lumber 930880-WS? 

A Spring Hill’s wastewater rates, yes. 

Q Thera are also several facilities in this 
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number 920199 or 930880, right? 

A Yes. 

Q Such as Marco Island, Lehigh and new 

facilities? 

A Yes, they were different dockets. 

Buenaventura is also in this case, which wasn't in 

m y  previous docket. 

Q Why should the customers of Marco Island or 

Lehigh pay the increased costs for a docket that did 

not relate to them? 

A Because they are under the FPSC 

jurisdiction now. When new customers come on they 

3ssume the costs of that jurisdiction or that one 

system. And when facilities leave the FPSC 

jurisdiction they are removed of those costs. 

So basically it is like any allocation. 

fou don't go back and try to determine, you know, 

#hen that cost originated or why. Everybody within 

the jurisdiction gets allocated the costs equally. 

That's one of the basic tenets of allocation. 

Q Thank you. Mr. Ludsen, do you agree that 

the Commission should calculate revenue requirements 

3n a plant specific basis? 

A I would like to see them determined on a, 
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if you have uniform rates, on a total jurisdictional 

basis; but in this case we did calculate the revenue 

requirements on a plant specific basis. You almost 

have to because of the way the used and useful 

numbers are calculated plant by plant. 

So my answer to that under the current 

situation, yes, you almost have to do that plant by 

plant. 

MS. 'CAPELESS: Okay. Thank you, sir. 

That's all I have concerning the direct testimony. 

CHAIRMAN CLARK: Mr. Beck, you indicated 

you had no questions. 

MR. BECK: That's correct. 

CHAIRMAN CLARK: Mr. Twomey, how much do 

you have? 

MR. 'TWOMEY: I will probably just take - -  

well, Mr. Ludsen is such a good witness I'm always 

leery to guess, but I would say probably in the 

neighborhood of a half hour, something like that. 

CHAIRMAN CLARK: Why don't we take a ten 

minute break, and we will come back and start with 

your cross examination. 

(Brief recess. ) 

CHAIRMAN CLARK: Call the hearing back to 

order. Mr. Twomey. 
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CROSS EXAMINATION 

1Y MR. TWOMEY: 

Q Good evening, Mr. Ludsen. 

A Good evening. 

Q I'm going to try and be as succinct as I 

:an in my questions, which is difficult for me, then 

isk you to just do yes or no and whatever explanation 

rou think this hour will tolerate. 

Let's see. At page 19 of your rebuttal 

.estimony, you begin a discussion about how you 

iefend the adoption of a uniform rate classification 

:or the reverse osmosis treatment category; is that 

Zorrect, sir? 

A Yes. 

Q You base that notion on the fact primarily 

)ecause they are the same treatment, right? 

A Different treatment. 

Q I'm sorry. They are different treatment, 

)ut the same as each other. Both of them are R.O.? 

A Yes. 

Q Now, at some point, Mr. Ludsen, I 

ipologize, you mentioned that the costs, the average 

:ost of the - -  I found it. On Page 42 you indicate 

:hat the average base charge for the uniform 

:onventional rates is $9.17 while the base charge for 

FLORIDA PUBLIC SERVICE COMMISSION 



,- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5308 

the uniform reverse osmosis facilities is 23.62; 

right? 

A That's correct. 

Q Now, it is not your testimony that all 

conventional treatment plants on a stand alone basis 

are less than 23.62, is it? 

A No. 

Q Because, in fact, isn't it true, 

Yr. Ludsen, that on a stand alone basis there are 

some 14 conventional water treatment plants that have 

base facility (charges you have calculated as 

exceeding $23.62? 

A That's possible, yes. I haven't counted 

them. 

Q Well, let me just read them and see. I 

show Fountains - -  if you know of one you could object 

to or want to double check. I show Fountains, 

Foxrun, Gospel Island, Lake A J Estates, Lake 

Brantley, Lake View Villas, Marco Shores, Palms 

Yobile Home Park, Quail Ridge, Silver Lake Oaks, 

Skycrest, Stone Mountain, Lakeside, and Palm Valley. 

So in fact there is a - -  do you have any basis for 

Dbjecting to those, any of them being less than 23.62 

an a stand alone? 

A No, I don't. 
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Q And you recognize that there is a cost 

iifferential, in fact, between Marco Island's reverse 

)smosis plant (and that of Burnt Store; right? 

A Yes, on the - -  

Q What page is that? 

A On the base charge you are talking about? 

Q Yes, sir. 

A Yes, they are very close. 

Q You just turned to page. I've lost it. Do 

~ O U  have the page? 

A Yes, I'm looking at FLL-15, page one of 

me 

Q Okay. Your exhibit shows that there is 

mly about, what, a 1.43, something like that - -  

A Yes. 

Q - -  difference in the base. Big jump in the 

rallonage charge, though, right? 

A Yes. 

Q The difference in the gallonage charge is 

;3.11 per thousand for my clients at Marco Island; 

-ight? 

A Yes. 

Q And €or the others at Burnt Store on a 

stand alone basis it would be $7.19; is that 

!orrect? 

FLORIDA PUBLIC SERVICE COMMISSION 



5 3 1 0  

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

13 

14 

15 

1 6  

17  

1 8  

1 9  

20 

2 1  

22  

2 3  

2 4  

2 5  

A Yes. 

Q Okay. Now, isn't it also true that there 

is a big difference in - -  there is a big variance in 

gallonage charges for conventional water treatment 

Eacilities, as well, on a stand alone basis? 

A Between various facilities? 

Q Yes, sir. 

A Yes, there can be. 

Q And, in fact, isn't it true that several of 

them exceed even the stand alone gallonage charge for 

3urnt Store of $ 7 . 1 9 ?  

A That's possible, yes. 

Q Okay. I mean, let me just read you a 

zouple. If you have any - -  if you want to double 

:heck them and disagree with me, please do. 

I see from a chart that Mr. Hansen has 

srepared for me from your MFRs, that the gallonage 

:harge on a stand alone basis at Fountains would be 

1 9 8 1 ;  at Gospel Island, 7 . 2 3 ;  Lake View Villas, 9 . 9 3 ;  

vlarco Shores, '7 .59; Palms Mobile, 1 6 . 1 9 ;  Silver Lake 

laks, 1 6 . 0 5 ;  Skycrest, 8 . 6 4 .  And the last one that 

2xceeds the 7.:L9 is Palm Valley at 8 . 7 7 .  

Now, my question to you is if all that is 

:rue, isn't it true that the only thing that the two 

reverse osmosis plants have in common is the fact 
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that they are reverse osmosis plants? 

A Yes, they are both reverse osmosis plants. 

I'm not sure if that is the only thing they have in 

common. I think they have in common the fact that 

their base costs or their base charges are very close 

to each other. Certainly their consumption is 

radically different, which accounts for the 

difference in the gallonage charge. Burnt Store has 

about 4 , 0 0 0  ga:Llons average consumption. And Marco 

Island has about 15,000 gallons average consumption. 

Q Yes, sir, but look back at your page one of 

one of FLL-15. 

A Yes. 

Q Now, what you've calculated as a bill at 

10,000 gallons of consumption is my clients at Marco 

Island paying their own freight, it would be $54.61 

per month, right? 

A Yes. 

Q The Burnt Store folks - -  let me ask you 

this. These rates that we have on stand alone here 

are based upon your current filing, right? 

A Yes. 

Q So that of necessity it includes the 

Commission givi.ng you - - well, the hydraulic modeling 

doesn't affect this - -  but the reserve margin request 
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'ou've asked for, elasticity - -  isn't that correct? 

A Yes. 

Q The elasticity adjustments you requested? 

A Yes. 

Q The weather normalization clause you 

yequest ed? 

A Well, the weather, we did propose a 

;eparate weather normalization clause, but it doesn't 

iecessarily affect these rates like the other items I 

:hink you spoke of. 

Q Yes, sir, but some of it, it is the, these 

rates here assume that you get everything you've 

xsked for in your filing; right? 

A That's correct. 

Q Okay. So, the Burnt Store folks can assume 

:hat if you get everything in your filing that you've 

mked for, that they would have a bill of 98.84 on a 

3tand alone basis for 10,000 gallons; right? 

A Yes. 

Q Now, what you are proposing to do, if I 

inderstand it at its core, is just basically say, 

hey, Burnt Store at 10,000 gallons, assuming you get 

sverything you ask for, is a little less than twice 

as much as what my clients would pay. And you would 

average them and charge an average rate, right? 
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A Yes. 

Q Okay. Now, on page - -  I want to go to page 

?3 for a moment. I think it is a discussion of 

fir. John William's testimony about service 

ivailability charges. You say at Page 23, line 6 ,  

:hat I do not believe there is always an inverse 

relationship between rates and CIAC levels, although 

:here is a predominant perception that this is true. 

In fact, customer density and consumption are the 

?redominant determinations of rates. 

And I wanted to ask you with respect to 

that, isn't it true under the current regulatory 

policies of the Florida Public Service Commission 

that CIAC always reduces rate base? 

A CIAC' is a reduction to rate base. I'd hate 

to use the word "always". 

Q Well, let me ask you this, if you are 

uncomfortable with the word "always", let me ask you 

if you can give me a single exception. 

A I can't think of any, but traditionally 

CIAC is a reduction to rate base. 

Q Right. Now, isn't it true, as well, 

Mr. Ludsen, that reduced rate base - -  all other 

things held equal - -  necessitates a lower revenue 

requirement? 
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A In theory, all other things held equal, it 

rould. 

Q 

rou again. let me 

3sk you if you can think of a single exception to the 

lotion that, to the statement that reduced rate base, 

311 other things held equal, necessitates a lower 

revenue requirement? 

Let me try and get a "yes" or "no" out of 

Instead of pushing you to say yes, 

A I don't believe that is true. 

Q I'm sorry, I thought - -  let me try again. 

I asked you isn't it true that a reduced rate base, 

all other things held equal, necessitates a lower 

revenue requirement? 

A Not necessarily. 

Q Why not? 

A Beca.use you are missing the expense side of 

it, which could result in a higher revenue 

requirement. 

Q No, I said all other factors held equal. 

That may not occur, you may want to say that doesn't 

occur in the real world. I'm saying to you the 

supposition of: my question to you is if everything 

else is the same, doesn't one case that has a lower 

rate base than another necessarily result in a lower 

revenue requirement? 
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A Yes, that would be true. 

Q Okay. Now, the perception that - -  

.herefore, isn't it true that the perception that 

.ower CIAC equals lower rates is generally true 

lnless the CIAC is shared in some manner? 

A 

:qual? 

Are you still back to everything else being 

Q Yes, sir. 

A Then I think you meant higher CIAC, also. 

Q I beg your pardon? 

A You probably meant higher CIAC rather than 

lower CIAC? 

Q Yes, higher CIAC results in lower rates? 

A Everything else being equal, that would 

probably be a true statement. While not necessarily 

either, because you are talking about rates now, not 

revenue requirements. 

Q I'm sorry, I meant revenue requirements. 

A Revenue requirements, that probably would 

be a true statement. 

Q And it is not true that necessarily results 

in lower rates because one reason is that uniform 

rates can foul that relationship up, can't it? 

A Well, that's not the only thing that can 

foul it up. It can also be fouled up by density and 
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onsumption which are other factors that go into 

eveloping ratles. 

Q Yes, sir, but it is one of the things that 

an foul it up; right? 

A Yes, there is always various elements which 

:an change the situation. 

MR. TWOMEY: Okay, sir. Now, on Page 3 7  

rou talk about some of the options testified to by 

iitness Shafer by the Staff. 

I have two exhibits, Madam Chairman, I 

rould like to have identified, please. The first 

;mall one, Madam Chairman, I would ask for a number 

:or. 

CHAIRMAN CLARK: Okay. The 

.ynn Adams, that will be Exhibit 2 5 2 .  

(Exhibit No. 252 identified 

etter to Ms. 

MR. TWOMEY: The second is a copy in its 

3ntirety of a report prepared by the Staff of the 

Florida Public: Service Commission, or I should say it 

is a report of the Public Service Commission. 

CHAIRMAN CLARK: Entitled Analysis of 

Jniform Rates for Water and Wastewater Utilities, 

:hat will be marked as Exhibit 2 5 3 .  

MR. TWOMEY: Thank you. 

(Exhibit No. 253 identified.) 
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Y MR. TWOMEY: 

Q Now, you say at Page 40 of your rebuttal 

estimony - -  well, you describe some of the 

dvantages of the option you support if the 

'ommission doesn't adopt uniform rates; is that 

morrect, Page 40? 

A I discuss the difference in the options, 

res. 

Q Okay. Now, they include that they - -  they 

tie less complex, right? They reflect all factors 

xfluencing costs such as density, consumption, CIAC, 

:reatment type, location, age of facilities, et 

:etera, right? I don't mean to be unfair, that's in 

TOUT text between lines 3 and 14 of Page 40. 

A Okay. 

Q Now, I want to ask you some questions with 

regard to some of those same factors that compare it 

:o some of the texts that appears in Exhibit 252, 

4r. Ludsen. You recognize that document as being on 

southern States Utilities, Inc.'s letterhead, right? 

A Yes, I do. 

Q Okay. It has got the same address as your 

:urrent address, right? 

A Yes. 

MR. TWOMEY: Let me say, Madam Chairman, I 
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.hink we can for starters tear off the last two pages 

)n this exhibit, which were inadvertently - -  

MR. ARMSTRONG: Do you want to just leave 

:hem, that way I won have to identify them later? 

MR. 'TWOMEY: Pardon me? 

MR. ARMSTRONG: Why don't you just leave 

:hem and I wouldn't have to identify them later. I 

im glad they are there. I will bring it up myself. 

MR. TWOMEY: Yeah, I'm sorry, I didn't mean 

:o take them out because they say something - -  

MR. ARMSTRONG: That's okay. It makes it 

?asier, one exhibit. 

MR. TWOMEY: Okay. Let me put them back, 

:hen. 

3Y MR. TWOMEY: 

Q Okay. What I was trying to get to was the 

2nd of the letter, Mr. Ludsen, and ask you if you 

recognize the name Chuck Lewis, Director of Rates. 

A Yes, I do. 

Q Okay. Is he still with SSU? 

A No. 

Q Okay. 

A This letter was written before I was with 

W U ,  also. 

Q I just wanted to ask you a couple of 
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iuestions here, 

tnswer to a survey sent out by the Public Service 

:ommission Staff. At the top of Page 2, I want to 

Isk you some questions about the answers contained 

:here and see if they are consistent with the reasons 

you give for proposing uniform rates for the reverse 

xsmosis, the two reverse osmosis plants. 

These questions are apparently in 

Now, that answer says at the top, it says 

in the counties which Southern States has systems 

dth uniform rates, those systems are grouped in such 

3 way to reflect similar types of water and sewer 

slant operations, including 0 & M expense 

similarities. 

First, I want to ask you do you think that 

four Exhibit 15 attached to your rebuttal suggests 

ihat the 0 & Ivl expenses demonstrated by a difference 

in the gallonage charge of $3.11 per thousand and 

7.19 per thousland suggest that they are similar? 

A Well, the difference in those charges is 

nore due to density than anything else. Basically, 

you are dealing with the same type of treatment. SO 

you would have very similar costs, as far as expenses 

3re concerned. 

However, because of the gallonage 

ionsumption used by the different customers, you are 
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going to end up with a significantly different rate. 

It is supposed to use in this - -  I didn’t use this as 

a basis for the decision to - -  

Q Well, are you finished? Isn’t it true that 

a properly designed base facility/gallonage charge 

rate structure attempts to put the majority of the 

fixed costs in the base facility charge so it will be 

recovered with or without consumption in most of the 

variable costs in the gallonage charge; isn’t that 

true? 

A Well, basically what we‘ve done is - -  

Q Mr. Ludsen, if you can answer my question 

first “yes“ or “no“ and then explain - -  

A No. 

Q - -  it will help the process? No? 

A No. 

Q It is not true that a properly designed 

base facility charge attempts to, rate structure, 

attempts to put the fixed costs and the base facility 

charge in the variable costs in the gallonage 

charge? 

A The way it used to be done, before there 

was emphasis on conservation, that is what was done. 

You went through an analysis of your expenses to 

determine which were fixed and which were variable. 
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md in the years past, usually about 55  to 60 percent 

)f your costs were in the fixed category. 

remaining costs  were in the variable category. 

And the 

Now with the move towards conservation, 

:hat analysis Eor the most part has been pretty much 

ignored. And now it is more on what would be 

:onsidered a cmservation type rate, which is what we 

Eile in this case, which is 40 percent of our costs 

in the base charge and 6 0  percent in our gallonage 

zharge, knowing full well that your fixed costs were 

>robably in the area of 55  to 60 base would be in the 

Jase charge. So we pretty much ignored traditional 

2pproach to separating our costs. 

Q Is it, going back to your FLL-15, is it 

four testimony that the difference between the stand 

2lone gallonage charge of 3.11 €or Marco Island and 

;he stand alone gallonage charge for Burnt Store of 

$7.19 is not primarily due to a difference in the 

Jperation and maintenance expenses of those two 

systems? 

A Well, yes. 

Q Okay. 

A I look at it and I see the average 

Zonsumption for Marco Island to be 15,000 gallons in 

this example; and for Burnt Store, 4,000. So when 
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'ou use that a:3 a denominator against your cost that 

QU are going to include in the gallonage charge YOU 

rill end up with a significantly higher rate for 

iurnt Store than you are for Marco Island. 

Q Because you are spreading 0 & M costs over 

L smaller body of billable units, right? 

A That's correct. And Burnt Store, of 

:ourse, is pretty much of a start-up service area, so 

IOU do get some aberrations in your costing. 

Q Quickly on that point, Mr. Ludsen, if it is 

3 start-up operation now, it was certainly a start-up 

>peration when you bought it; right? 

A Yes. 

Q Okay. Now, you say that the - -  I'm still 

3n the top of Page 2 - -  the geographical locations of 

:he systems are also critical to combining systems 

Nithout causing undue cross subsidization within the 

rate structure of the various classes of customers. 

The next paragraph apparently attempts to 

jescribe what geographical closeness requires. It 

says close enough to exchange operators and/or 

mpervisors. Is that the case for what you do at 

3urnt Store and Marco Island now? Do you exchange 

3perators and/or supervisors? 

MR. ARMSTRONG: Just for clarification, you 
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lentioned that "you" state in the letter. Mr. Ludsen 

las indicated this letter was written before he was 

wen with the company. 

MR. 'TWOMEY: I'm sorry. When I said "you", I 

neant SSU. 

MR. .ARMSTRONG: Okay. 

WITNESS LUDSEN: No, I don't use this. I'm 

lot using this letter as a basis for what we've 

lone. 

3Y MR. TWOMEY: 

Q That's not the question I asked you. 

guestion I asked you is do you exchange plant 

3perators between Marco Island and Burnt Store 

A No. 

Q Okay. 

A Not to my knowledge. 

The 

Q Okay. This answer which was provided in 

1988, apparently, says in the middle of Page 2, 

"Southern States has requested uniform rates in 

geographic areas, i.e., counties where plant 

Jperations are similar, fixed and variable 0 & M 

associated with these plants is comparable and cross- 

subsidization was at a minimum." 

I take it, Mr. Ludsen, that this is no 

longer the position of your company; is that 
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iorrect? 

A Well, I can tell you one thing, that 

statement isn't true back then either because I know 

3t that time they had county uniform rates. There 

#ere extreme differences in the cost between the 

individual facilities within those counties. 

Q If y3u weren't there when this letter was 

written, Mr. Ludsen, how do you know that? 

A Because when I came here in 1989, they were 

involved in some cases in Duval and Seminole County. 

I know for a fact that there was significant 

difference in the costs for a facility within those 

counties and the Commission ordered uniform rates 

within those counties. 

Q Question four, the bottom of the Page, 

asks, "Would you like to see uniform rates 

implemented in all of the systems operated by your 

company statewide? Why or why not?" 

Let me read the answer and see if you still 

agree with it - -  by "you", I mean the company. 

"Uniform rates should be implemented in geographic 

areas which have similar operating characteristics, 

comparable 0 & M levels, and comparable social 

economic levels and life styles. '1 

Then there is a statement, "Do we want to 
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3ase our rate design on cross-subsidization merely to 

?lacate a difference in social economic levels within 

z~eopolitical areas? " 

Now, I would ask you first, is it your 

testimony that all of the systems in this case for 

which you have requested uniform rates have similar 

operating characteristics? 

A I'm sure they all don't have similar 

operating characteristics. 

Q Did you say you are sure they do not all 

have ? 

A I'm sure there are differences between 

individual facilities in all different areas, but we 

do operate as one system. I think that is the 

predominant. 

Q Isn't it true that you want to operate as 

one system, Mr. Ludsen? 

A We do operate as one system. 

Q Okay. 

A The Commission has found us to rate as one 

system. 

Q Is it your testimony that all of the 

systems or service areas contained in this case for 

which you are asking uniform statewide rates have 

comparable 0 & M levels? 
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A As I will repeat, there is differences in 

:osts. There .LS differences in CIAC. There IS 

iifference in age of facilities. But the basic, for 

:he water, the conventional water treatment that we 

)repose, the basic thread is that they all treat 

fresh water tr,eatment and the reverse osmosis 

facilities treat brackish water. 

Q Let me ask you this: Do you know whether 

211 of the systems included in this rate case for 

uhich you have requested uniform statewide rates 

serve customers that have comparable social economic 

Levels and life styles? 

A I ' m  sure they don't. 

Q Okay. On Page 3, Mr. Ludsen, isn't it true 

:hat in this case you have requested that your 

3dministrative and general expenses be allocated on a 

zustomer basis? 

A Yes. 

Q Okay. Let me read this question to you or 

this answer arid see if it is - -  let me read the 

question, first . Question five. "Do you have any 

recommendatiorts for ways to implement uniform rates 

such that the benefits of reduced administrative 

costs could be realized while minimizing the negative 

Sspects of cross-subsidization? Please describe your 
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ecommendations in detail. " 

The answer that SSU gave then is, "Because 

outhern States Utilities allocated A & G expense 

lased on customers back to all its systems, it would 

ake a tremendous savings to offset a situat.ion where 

'ou were faced with cross subsidization." 

And my question to you is aren't there 

Iross-subsidizations involved in this case, 

lr. Ludsen? 

A There are cross-subsidizations involved in 

very case, even your so called stand alone case. 

Q Let me ask you again? 

A In fact, when you are looking at allocation 

Factors, if th.e Commission were to change the 

illocation factors in this case that would change the 

.esults on a s!tand alone basis. For instance, if you 

Tere to alloca.te based on ERCs, Marco Island would 

)robably get amother million dollars worth of costs. 

io there is a lot of things that can change. 

Q Isn't it true, Mr. Ludsen, that there are 

:ross-subsidizations involved between service areas 

.n this case? 

A Well., if you - -  

Q I'm sorry, was your answer "yes"? 

A Yes, but we are still one system. And I 
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hink there are cross-subsidizations no matter what 

,ou do. 

rhether you have stand alone rates, so called stand 

,lone rates, o r  so called uniform rates or modifled 

;tand alone rates. 

You allocate common costs across all systems 

Q You've already indicated to me that you 

Illocate - -  you are your questioning the allocation 

>f A & G expense based on customers. 

:rue, as well, Mr. Ludsen, that the rates you now 

Zharge allocate A & G expense based on customers? 

And isn't it 

A That's correct. 

Q Okay. Can you demonstrate to this 

Zommission any tremendous savings resulting from 

uniform rates that would offset cross subsidization 

in this case? 

A Well, I think you have to look at the long- 

term benefits to all customers. You have to look at 

various, you have to - -  you just can't look at one 

element of costs. You have to look at all €actors. 

You have to look at potability. You have to look at 

rate shock. You have to look at the rate case 

expense. You have to look at ultimately what is 

going to be best for customers in the long run. 

Q Okay, sir. I want to read you a statement 

and ask you to see if this still remains true. ~f 
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IOU combine for rate design purposes three or four 

;ystems with completely different modes of operation, 

lissimilar expenses, and very uneven social economic 

Levels, you are going to have a real problem with 

zross-subsidization within that combined systems 

;ervice territory. Isn't that a true statement now? 

A Well, if you are one system, then I guess 

theoretically it really doesn't matter. 

Q Theoretically it doesn't really matter? 

A I f  you are one system it doesn't matter. 

That's what we are. 

Q Okay. The next thing I want to ask you 

about, the next sentence, cross subsidization is a 

very legitimate concern, not only to rate design 

experts and regulators, but also to the customer 

trying to make ends meet. 

Now, I don't know how long you have sat in 

on these hearings the last two weeks, Mr. Ludsen, but 

have you been here and heard Mr. Bud Hansen testify 

about his neighbor whose husband went in the 

hospital? 

A No, I missed that. 

Q Did you by chance here the gentleman who 

came over and spoke about the inability to even f l u s h  

his toilets on a regular basis because of the expense 
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,f their water bill? 

A I waim' t here. 

Q Okay. 

A Was this a customer that was on modified 

;tand alone rates? 

Q I don't recall, Mr. Ludsen. Mr. Armstrong 

-an probably ask you that. 

MR. ARMSTRONG: I won't bother. 

3Y MR. TWOMEY: 

Q The last question on this document, 

Yr. Ludsen, the 9th question put to your company by 

the Staff said, "One of the claimed benefits of 

Jniform rates is that they facilitate centralized 

recordkeeping and billing functions. However, 

Centralized recordkeeping and billing activities are 

benefits which. appear to be due to centralized 

management andl ownership rather than the use of 

uniform rates. HOW have uniform rates enabled your 

company to reduce costs over and above cost 

reductions attributable to centralized management?" 

And the answer given by your company in 

1988 was this: "After discussing the subject with 

other managers at Southern States, I don't believe 

that we can show a cost savings associated with 

implementation of uniform rates over and above that 
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My question to you, Mr. Ludsen, is can you 

lame me one cost savings, aside from whatever expense 

savings you associate with the filing of a 

:onsolidate annual report that you would not 

>therwise obtain simply from centralized management? 

A Well, I think that - -  I can't identify any 

specific cost savings. 

zost savings in your billing and your customer 

service with uniform rates. Wherever you reduce the 

natrix of rates it does create efficiency, but I 

think what you have to look at is over the Long term 

how uniform rates will enable the company to grow, 

which allows you to have economies of scale. And I 

think ultimately you do realize significant cost 

savings from uniform rates. 

I know there are inherent 

Q Mr. Ludsen, this is at least the third 

uniform rate case you've participated in. It is at 

least the fourth proceeding, is it not, that 

questioned the advantages of uniform rates in the 

last five to six years; isn't that correct? 

A Yes. 

Q Your- company is asking for something in the 

neighborhood of 18.1 million dollars in increase 

rates in this proceeding, right? 
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A Yes. 

Q You <are asking this Commission to change 

:he rate structure currently imposed in your interim 

rates to uniform rates, right? 

A Yes. 

Q We are in what is hopefully the last hour 

My question If the last day of a two-week hearing. 

:o you is, isn't it now time to give to this 

2ommission and to your customers some tangible 

?vidence, some concrete evidence of savings that will 

xcrue by having uniform rates over merely having 

zentralized management? 

A Well, I think again you have to look at the 

whole picture. You just can't look at one element 

relating to uniform rates. One of the big factors is 

the potability. If you get the customer complaints 

that we've gotten from the rates that are currently 

in place, you would understand that it is very 

critical to our customers to have uniform rates. 

Q Let me try one more time. You have spoken 

before of achieved savings from a consolidated filing 

of an annual report, right? Have you quantified 

those savings in this case in dollars and cents? 

A Well., we have talked about the savings 

related to our costs of capital. We've quantified 
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:hat savings. 

Iould be a savings of cost capital. 

:he annual report. 

That has been confirmed that there 

We talked about 

Q Let ‘me start again. Can you quantify f o r  

ne the savings in dollars and cents that you will 

:ell these five commissioners your customers will 

xcrue as a result of you being granted uniform rates 

Jersus merely operating as a centralized management? 

:an you give us the dollars and cents? 

A I told you before we haven’t calculated it, 

b u t  we do know there is administrative efficiency, we 

io know that it does ultimately result in a lower 

cost of capita.1. It does result in customers that 

can afford to pay their bills. It insulates from 

rate shock. S ; o  there are many benefits associated 

with uniform rates. 

And cost is not, cost savings is :just not 

one of the benefits. There is also the sav.ings 

associated with the annual reports, which is not 

significant, but it is an example of how you can 

become more efficient when you don‘t have to deal 

with the magni.tude of numbers that you have to deal 

with on a stand alone basis. 

Q I take your answer to be that not only can 

you not give me dollar and cents cost savings 
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)enefitting from uniform rate structure over any 

)ther type of rate structure involving centralized 

ianagement, but isn't it true that you cannot give me 

i single quantification in dollars and cents of 

;avings of uniform rates over just centralized 

nanagement? 

A We admitted before we haven't quantified 

:he dollars. 

Q Thank you. Now, I want to ask you to turn 

20 page, look at Exhibit 253, please, which is a 

?ublication of the Public Service Commission of 

'lorida, November of 1990. You were with the company 

3t the time that it filed its rate case in 900329; is 

:hat right? 

A Yes. 

Q Okay. That case was initially filed in 

July of 1990, right? 

A It sounds right. 

Q Okay. Let me ask you, Mr. Ludsen, if you 

nrould turn to - -  these pages are numbered in the 

document, themselves, in the top of the page. 

A Which page? 

Q 1-3. I just want to ask you, Mr. Ludsen, 

if you know, and you may not, I would like you to 

read to yourself the - -  let me read it, starting at 
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he first line. They are not numbered. It says at 

'age 1-3 - -  I would like you to tell me when I finish 

-eading this iE this didn't describe your company at 

.hat time. 

It says, "Southern States Utilities, Inc., 

;SUI, provides an example of the water and wastewater 

itility which formally requested consolidated 

ratemaking treatment for its 13 water systems and 

Eour wastewater systems in Lake County in 1985. The 

Zompany claimed that it made 'good economic sense' to 

:reat these systems as a single ratemaking unit 

secause plant operations and operating and 

naintenance expenses were similar. 

"In addition, SSUI claimed that geographic 

proximity insured similar water treatment and 

zustomer demand characteristics, and comparable 

capital investments per customer across systems 

encouraged a single tariff price method." 

Did that describe, if you know, your 

company back then? 

A I can't say. I mean, I didn't write this. 

Q Okay. Would you agree with me, Mr. Ludsen, 

that with respect to the comparable capital 

investment part there per customer, would you agree 

with me that there is a wide range of variance in the 
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bapital investment per customer amongst your various 

;ystems filed in this case? 

A I think that I would have to look at each 

;ystem; but I think if you look over time I think it 

LS going to pretty much even out. 

from year to year and you will have signific:ant 

investment in a particular facility, and maybe no 

investment in another facility; but over time I think 

zhese costs even out. 

I think you can go 

Q For the purposes of my question, and I 

3on't mean to be rude, Mr. Ludsen, but for the 

purposes of my question I'm not interested over 

time. My question to you is wouldn't, if you know, 

wouldn't an analysis or review of your MFRs filed in 

this case reveal that there is a wide variance in the 

capital investment per customer from system to system 

filed in this case? 

A Because - -  the answer is, yes, because you 

are looking at a very short time period and not a 

long time period. 

Q Yes, that is fine. That's all I wanted you 

to say. Isn't. it true that there is little 

geographic proximity amongst the 140 plus systems 

filed in this case? 

A I wouldn't say that. 
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Q Okay. Would you - -  you have on occasion 

made note of tlne fact that my clients in Sugarmill 

Woods use a l o t  of water, right? 

A That's correct. 

Q And that other locations use substantially 

less, isn't that right? 

A Yes. In fact, the so called subsidizers in 

this case use twice as much, have twice as high 

consumption as the non-subsidizers in this case. 

Q Sure. On that basis wouldn't you agree 

with me that customer demand characteristics among 

the systems yc'u've filed in this case vary 

substantially from system to system for service area 

to service area? 

A They can. In fact, what the basis for our 

grouping of the plants is the fact we are one system, 

and the fact we group them by differentiation between 

the fresh water treatment and the brackish water 

treatment. 

And part of the reason that you have 

significant differences in characteristics and costs 

is because of consumption and density. And I think 

if you look at: the subsidizer list with their average 

consumption of! 11,600 gallons and non-subsidizer list 

with average consumption of 5300 gallons, I think 
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,hat tells a big part of the story. 

Q I haire one last question for you. Let me 

iouble check t:hat. Would you turn to Page 1-11. 

pootnote 3, I want to ask you if you can agree with 

:his definition whether or not, Mr. Ludsen, you agree 

:hat subsidies occur in this case. That is this: 

'Subsidization occurs when a person, government, or 

3gency voluntarily or involuntarily provides 

Einancial assistance to another person, government, 

>r agency to achieve a reduction in cost or price of 

goods and services for the latter group." 

Can you agree with that definition? 

A I ccmuld agree with that. And I a:Lso, it is 

inherent in all rates there is subsidization. 

MR. TWOMEY: Thank you, Mr. Ludsen. 

WITNESS LUDSEN: Whether they are stand 

alone or unifcrrm. 

CHAIRMAN CLARK: Thank you, Mr. Twomey. 

Mr. Jacobs, you had questions. 

MR. JACOBS: Yes, ma'am. 

CHAIRMAN CLARK: Okay. 

CROSS EXAMINATION 

BY MR. JACOBS: 

Q Mr. Ludsen, you've been seated for quite 

awhile. Would you like to stand up for a minute? 
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A NO, t'm fine. 

Q You want to get it over quickly? 

A I'm used to it. 

Q All right, sir. I just have a few 

uestions for you. And first is, in your position as 

n charge of administration and human resources, you 

ind of operate the company then so to speak; is that 

.ight? 

A I do what? 

Q You sort of operate the company. 

A No. 

Q You don't? Are you in charge of the 

)illing as the bills go out, that sort of thing? 

A Yes. 

Q You've been there since 1989 - -  I guess you 

vouldn't say you operate the company if the president 

LS still here - -  but since 1989 you have watched SSU 

3row to be the company that it is today. And they've 

yrown because they've bought utility companies. 

When they buy utility companies they 

:apture a customer base who are there because of the 

nonopoly, and they have to use that utility company 

3r either sell. their house and move on. So I think 

{ou've made the statement in your rebuttal testimony 

:hat when you sell one of these - -  I mean when you 
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buy one of these companies, you acquire a company, 

hat all the customers benefit, even though as I 

.hink you note in your testimony that Buenaventura 

,akes, whenever you bought that company, the rates 

light have gons up some, but everybody gets the 

,enefit of that purchase because you have a larger 

:ustomer base and you can distribute the overhead 

mongst more people. 

That is your testimony, is that not 

Zorrect? 

A Generally that's a true statement. You 

mow, as a general statement the economies of scale 

is improved when you have a larger customer base that 

you can spread your costs over. 

MR. JACOBS: Madam Chairman, I ' m  in a hurry 

to leave, too. I think if he just said l'yes'l or "no" 

and then explain, that would be okay with me. 

BY MR. JACOBS: 

Q But I think it is your testimony, as well 

when, you sell, conversely, a company, customers do 

not really benefit, do they? 

A If you are shrinking your customer base it 

will have an i.mpact on customers. 

Q So the answer would be "yes" or "no" , the 

answer to that. question would be they do not benefit? 
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A You would have to look at all the factors 

.nvolved. I can't say yes or no, because it would 

iepend on the individual situation. 

Q Well, all things equal, if you have a 

Zompany that you acquire a larger customer base, all 

xstomers benefit. You've made that statement. All 

:hings being equal, when you sell one, conversely 

:hen there is an impact on the customers, which is 

lot favorable; is that not correct? 

MR. ARMSTRONG: Objection, Madam Chair. I 

think this question obviously goes to the gain on 

sale issue. Mr. Ludsen is not the company's witness 

>n that issue, so he is not prepared to answer the 

question. 

MR. JACOBS: Madam Chair, I beg to differ 

nrith that. I think the statement is made in his 

rebuttal testimony regarding that particular issue. 

MR. ARMSTRONG: Only with regard to the one 

system claim made by the Public Counsel's office. 

MR. JACOBS: It says also a one system 

Einding as little to counteract the multitude of 

reasons provided by SSU witness Sandbulte and Gower 

requiring SSU to share any portion of the gain with 

xstomers would be unlawful and improper. 

He has kind of opened it up there I think 
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for proper inquiry. And I just have a very few 

questions to ask him about it. It won't be lengthy. 

CHAIliMAN CLARK: Just the fact it is not 

going to be lengthy doesn't make it admissible. 

MR. ,JACOBS: Again, he talks about 

acquisitions. 

CHAIRMAN CLARK: Mr. Jacobs I will allow 

the question. Go ahead. 

BY MR. JACOBS: 

Q All I want is a "yes" or "no" about the 

impacts not being favorable when you sell a company. 

Based on the logic that you have that when you 

acquire one it is favorable, so if you sell one and 

shrink the customer base, logically it has an 

unfavorable impact on the customers, is that not 

correct? 

A Well, you do shrink your customer base, 

yes. 

Q Thartk you. So as I understand it, as well, 

if you were to sell let's say the headquarters in 

you ' ve Apopka, of the company, from your rate base - -  

lost part of your rate base because that headquarters 

is now part of the rate base that you are trying to 

get rates based on. So when you sell that, isn't 

there some met:hodology here where the customers 
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ltimately benefit from that because you've reduced 

our rate base" 

A Not if you sell your headquarters. 

Q If YOU sell any building that is part of 

he rate base, there is no benefit given to 

:ustomers? 

A Well, I mean if you sell your headquarters 

7ou won't have much of a company. 

Q Well, say you have an tent, and you move to 

:he tent and y3u sell the headquarters. And I 

ippreciate the levity at this time of night because I 

ieed some of that. I thank you for that. 

I just wondered if you do sell a building 

:hat is part of the rate base, isn't some benefit 

3assed on to the rate payers? 

A Well, I think you are taking all these in a 

iacuum. You really have to look at the whole 

sicture. I can't answer that. 

Q All things being equal, you can't say that 

if you sell part of the rate base that some benefit 

zomes to the customers through the rate process, your 

rate base is less? 

A It may not be less. If it is fully 

depreciated it may not change. 

Q Given the point that it does diminish your 
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-ate base, isn't there a benefit passed onto the 

:ustomer? 

A If your rate base is less, all other things 

>eing equal, there will be a reduction in revenue 

requirements. 

Q All right, sir. Thank you. So I think 

your point is that, and Mr. Sandbulte and that 

testimony, also your comments about the Buenaventura 

thing would be that you don't think the customers 

mght to receive the benefit from the sale of, say, 

some utility that occurred in a year when you didn't 

have uniform rates, because that particular asset at 

the time was nDt being contributed to by other parts 

of - -  although you are one company - -  to the other 

parts; is that not correct? 

A I can't answer that question. 

Q Well, let me ask you another one then. Say 

that if that were your theory, now we are into the 

situation where you do get the uniform rates that you 

are asking, and if it is uniform rates, then all the 

CIAC of all the companies gets lumped into that, and 

everybody is kind of treated equally, and you have, 

as I understand it from Mr. Sweat's testimony, 2 0  

companies that he thinks ought to be sold, that is 

about 13 percent of the companies you own, and now 
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ou sell off one of those companies and you have 

niform rates, shouldn't the customers then get the 

enefit of that because your rate base has been 

iminished? 

MR. ARMSTRONG: Objection, Madam Chair. We 

'an get into this kind of speculation until midnight 

f we wanted to, but it has no relevance to this 

:ase. I think we've already determined that those 

;ales are all speculative, not even knowledge of a 

uyer, not even knowledge that it is a company 

)olicy. 

;tuff. 

We can go until midnight with this kind of 

MR. ,JACOBS: I'm not going to midnight. 

ladam Chairman, I think the issue is - -  

CHAIRMAN CLARK: Let me hear your question 

?.gain. 

MR. JACOBS: All right. If he gets uniform 

rates, which he is advocating, and they now, all the 

2IAC which I represent some folks got some pretty 

iigh CIAC in their utility, and that CIAC is now 

Iiminished, it is all part of the amorphous company 

now, and our uniform rates are now going - -  we are 

3.11 being charged the same, so he sells part of the 

rate base because now our CIAC is part of his rate 

base. He sells that - -  
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CHAIRMAN CLARK: Mr. Jacobs, let me tell 

fou something. Part of the reason is you 

Zditorialize on your question. It is hard for me to 

Eollow. If you want to give u s  - -  don't talk about 

your people having it. Just state what you want to 

state. 

MR. JACOBS: All right. Forget about my 

people having it. If we have a situation where going 

forward he has uniform - -  he gets what he wants, and 

he sells part of the rate base, which would be one of 

the utility companies, shouldn't that money then be 

in some fashion to the ratemaking process, since the 

rate base has been diminished, do the customers now 

benefit, all things being equal. 

CHAIEtMAN CLARK: Can you answer that 

question, Mr. Ludsen? 

W I T N E S S  LUDSEN: My answer is that if the 

company sells an asset that is an investor-owned 

asset. It is not a customer-owned asset. 

CHAIRMAN CLARK: Let me ask, maybe I can 

help out. If you sell part of what is - -  if you get 

uniform rates, and you sell one of the utilities that 

has customers who take service under a uniform rate, 

and you sell that utility, your rate base will be 

reduced. Would that be correct? 
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WITNE,SS LUDSEN: That's Correct. 

CHAIEMAN CLARK: So your revenue 

Sequirement would be reduced; is that correct? 

WITNESS LUDSEN: Right. 

CHAIFW CLARK: Let me ask you this. The 

Jain on sale, assumed you gained, you made money on 

:hat sale, how is that going to be recorded? Is it 

ibove the line or below the line? 

WITNESS LUDSEN: I believe it should be 

>elow the line because it is an investor-owned 

:spital, it is investor-owned assets. You are also 

Losing the customers. It is not just the loss of 

rate base. You've lost the customers. You've lost 

che earning power on those assets. So it is really 

investor-owned assets, not customer. 

It is like the example in Mr. Sandbulte's 

testimony. If you own an apartment building - -  

CHAIliMAN CLARK: Let me ask you this, do 

you know what 'the Commission policy is on gain on 

sale when it has been in the rate base? 

WITNESS LUDSEN: No, I don't; but in our 

last case we had the sale of St. Augustine. There 

was a gain that went onto the shareholders. 

CHAIRMAN CLARK: Had that been in the rate 

base, a Commission jurisdiction company? 

FLORIDA PUBLIC SERVICE COMMISSION 
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WITNESS LUDSEN: It was in the, it was a 

:oun t y j ur i sdi c: t ion. 

CHAIRMAN CLARK: Is that "no"? 

WITNESS LUDSEN: It had not been in the 

'PSC . 
MR. JACOBS: Thank you, Madam Chair. I will 

nove into another area of inquiry. It is my last 

area, I promise. 

3Y MR. JACOBS: 

Q You state, and you've told me you are in 

:barge of billing. Whenever you state on Page 15 

:hat the reason - -  you think you ought to get all 

:hese costs that were involved in fighting this 

inquiry as to uniform rates, you say on Page 15 line 

7, this includes the cost incurred to educate 

zustomers on the potential impact of them of uniform 

3nd non- uniform rates, and are efforts made to 

sncourage customers to attend and participate in the 

hearings whether for or against uniform rates. 

All right, sir. That is your position. 

Now, that would include letters you've sent out; is 

that correct? 

A Yes. 

Q That would include whoever's effort it took 

to put notices on bills about meetings and that sort 
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A It includes customer notices. 

Q That would just be a "yes" or "no" , if you 

nrould, please. In other words, any effort you made 

zowards - -  

A Yes. 

Q Educating people like notices on bills. 

R11 right, sir. Now when you sent out the notices, 

did you send t:he same notice to all customers? 

A I don't recall. I didn't send the 

notices. 

Q But 'your billing was under your authority. 

If the company sent out notices, were those all sent 

with the same message? 

A They weren't sent out through bill-ing. 

Q No messages went out through billing? 

A No. My recollection is they were sent out 

in separate mailings. We had FPSC notices t.hat had 

to be sent out. Those are mailed out separately. We 

had other notices that were sent out, that were sent 

out separately. And I don't recall if there is a 

notice or information on the bills or not. 

MR. JACOBS: Madam Chair, I just have a 

brief handout here. Not very lengthy. 

CHAIRMAN CLARK: Customer bill with 
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suggestion by company that customer contact their 

Legislature, we'll mark that as Exhibit 2 5 4 .  

(Exhibit No. 2 5 4  identified.) 

3Y MR. JACOBS: 

Q Now, just to explain the condition it is 

in, we didacted the comments by the customer who 

sresented us with the bill. Didn't want to be unfair 

3bout it. 

Now, Mr. Ludsen, this is a notice on a bill 

that was sent out. And I think as it states, SSU, 

niddle of it says, "SSU is seeking reconsideration of 

this change. If you want to keep your uniform rates, 

please write or call the Public Service Commission." 

Then it skips down, our phone, and your 

State legislators, Florida legislature, Tallahassee, 

Florida, at thsir local offices. Now, this was a 

message that was sent out. Do you know whether or 

not this was sent to all customers, whether they 

benefitted from uniform rates or not? 

A No, I don't. When I answered the question 

before, I thought you were referring to the uniform 

rate proceeding. 

Q But it says in your, on Page 15, your 

testimony, line 9, that you - -  potential impact to 

uniform and non-uniform rates, and efforts made to 
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earings, whether for or against uniform rates. 

CHAIRMAN CLARK: Mr. Ludsen, I think, if I 

light clarify that. As I understood your answer, you 

iere talking about the other rate case on 

.econsideration. 

WITNESS LUDSEN: Yes. 

CHAIRMAN CLARK: And I think that is the 

iistinction he is trying to make, Mr. Jacobs. That 

iotice had to id0 with the prior case where we were 

-eversed by tha DCA. 

3Y MR. JACOBS: 

Q All right. You are saying even though this 

?as done in December, this particular effort is not 

)art of this $451, OOO? 

A This letter relates to this rate case, not 

30  the prior uniform rate cases. 

Q So this relates to this rate case then? 

A Or - -  I'm not sure. 

Q If it does then, should we be required - -  

A My discussion in the testimony relates to 

:he uniform rate proceedings which occurred in 1993. 

Q 19 what? 

A I believe it was the '93-'94 period. 

Q All right. I don't want to be unfair about 
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it. This bill,, though, relates to the current rate 

Zase, doesn‘t it? 

A I think this bill might relate to that 

Zase, also; but: I didn’t send the bill out, so I’m 

lot sure. 

Q My point is, isn’t contact your legislator, 

isn’ t that lobbying, advocacy? 

MR. ARMSTRONG: Objection. Are we talking 

3bout this context in his testimony, or are you going 

-0 another rate case? Because this portion of his 

:estimony doesn’t relate in any way to this bill, 

nrhich is what the evidence is now. 

3Y MR. JACOBS: 

Q Mr. Ludsen, do you know whether or not this 

Zommission had made a decision about stand alone, 

nodified stand alone rates at the time this bill was 

sent out in December of 1995? 

A I th.ink they had. 

Q They had made that decision, right? So 

that is done. Now, did you think that you would 

influence the .Public Service Commission in that case 

3fter they already made the decision? 

A I didn’t send the bill out. I had nothing 

to do with it. 

Q But :your company did. 
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A Yes. 

Q So really this is not about that rate case, 

his is about this rate case; isn't it? 

MR. AFNSTRONG: Objection. This relates to 

,20119. The testimony would state - -  it does not 

-efer to this bill or relate to it in any way. So 

.he whole line of questioning is irrelevant at this 

)oint. 

CHAIRMAN CLARK: You know, I am having 

.rouble understanding the point that is trying to be 

nade and the answers, quite frankly. Where are you 

tn his testimony? 

MR. JACOBS: I'm on Page 15. 

CHAIRMAN CLARK: 15? 

MR. JACOBS: Yes, ma'am. 

CHAIRMAN CLARK: Because as I read of the 

iotice that is on the customer bill, it seems to me 

ihat it says is we have reversed our '93 decision, 

and unless we reconsider - -  it gives the average bill 

m d  urges them to contact their legislator. 

Now, Mr. Ludsen, what are you talking about 

In Page 15? 

WITNESS LUDSEN: I'm talking about the rate 

zase expense related to the uniform rate case docket 

lumber 930880. 

FLORIDA PUBLIC SERVICE COMMISSION 



.P 
1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

15 

1 6  

17  

18 

1 9  

20 

2 1  

22  

23  

2 4  

25  

5354 

CHAIRMAN CLARK: Okay. Then it is the same 

:hat is listed on this bill. 

MR. ARMSTRONG: N o .  

WITNESS LUDSEN: This bill, I believe, 

relates to the cost - -  this is a generic procedure on 

:he uniform rates is what I ’ m  talking about in the 

:estimony. What this bill relates to is docket 

320199-WS.  

3Y MR. JACOBS: 

Q A l l  right. I will move onto another 

pestion then. Mr. Ludsen, the effort that you had 

- -  in other words, did you send, and you say you 

lon’t know, I guess, I will ask you again. Did y’all 

lave, your meetings, are you familiar there is an 

3xpense in here about the meetings you had around the 

state, you notified people. Did you have meetings in 

311 counties affected or in all counties where your 

itility companies are located that were affected? 

A I wasn’t involved in that. 

Q So don‘t know whether or not this rate that 

you want, this 451,000 was in all counties? 

A This $ 4 5 1 , 0 0 0  relates to the generic 

miform rate proceeding. 

CHAIliMAN CLARK: It is your testimony that 

this notice is not part of that? 
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5355 

1 

2 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

WITNESS LUDSEN: Yes. 

CHAIIWAN CLARK: Okay. 

MR. ,JACOBS: Just a minute, please. 

(Brief pause. ) 

3Y MR. JACOBS: 

Q Mr. :Ludsen, this rate case was going on at 

the same time, wasn't it? 

CHAI!RMAN CLARK: As what? 

MR. (JACOBS: As the generic uniform rate 

case he is talking about. 

WITNESS LUDSEN: No 

BY MR. JACOBS: 

Q Wasn't it filed prior to th-i b 

A The generic - -  

.ling? 

Q This case that we are in right now, wasn't 

this case filed? 

A This case was filed on June 28th. It was 

accepted on August 2nd. The generic uniform rate 

proceeding was over. 

COMMISSIONER DEASON: Let me ask a 

question. Why then is it relevant that you have 

actual, through January 31, 1996 - -  if the case was 

already over why did you have to update that through 

January 31st? 

WITNESS LUDSEN: I believe there is an 
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appeal outstanding, but the order was issued by the 

Commission. The proceeding, the actual FPSC 

proceeding was over except for the appeal, which I 

think there is still an appeal outstanding in that 

case. 

BY MR. JACOBS: 

Q Didn't you hope by sending this that 

legislators would contact the Public Service 

Commission? 

MR. ARMSTRONG: Objection, Madam Chair. 

The witness ha:; already indicated that he didn't send 

the bill. I think we are getting far extraneous. 

If they had this kind of testimony, they 

could have given it through their own witness and we 

would have an opportunity to cross examine and get 

the real facts into evidence through cross 

examination. They chose not to do so. 

CHAIRMAN CLARK: Mr . Jacobs. 

MR. JACOBS: Madam Chairman, they get the 

benefit, I guess, of the fact we have two uniform 

rate cases moving along at the same time. 

CHAIliMAN CLARK: He is just asking you 

about the lobbying. He is asking you about your 

question, 

MR. JACOBS: I would ask him to repeat it 
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igain. What was his question about the lobbying? 

MR. AFNSTRONG: I don't have a question. 

CHAIliMAN CLARK: He objects to your asking 

the question about whether or not this is lobbying as 

being, as outside the scope of the testimony of this 

nritness. And he said he didn't know about the 

notice. 

MR. ,JACOBS: But he did say he was in 

charge of all billing. 

CHAIRMAN CLARK: I agree with that. 

MR. JACOBS: All the bills were sent. I 

think he is imputed to some knowledge all things 

under his administration and jurisdiction. 

MR. ARMSTRONG: That's ridiculous. 

CHAIRMAN CLARK: I will sustain the 

objection. 

MR. JACOBS: All right, thank you. No 

further questions. 

CHAIRMAN CLARK: Staff. 

MS. CAPELESS: Thank you. 

CROSS EXAMINATION 

BY MS. CAPELESS: 

Q We don't have terribly many questions for 

you, Mr. Ludsen. 

A Thank you. 
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Q On Page 3 of your rebuttal testimony, at 

lines 21 through 24. You state that if either the 

modified or minimum rate design proposals are 

adopted, future indexings and pass throughs should be 

implemented so as to increase the caps and minimums 

by the amount of increases; correct? 

A Yes. 

Q By this you mean that under either of those 

two rate designs a specific pass through should be 

implemented on:Ly for that specific plant rather than 

on a system wide basis; is that right? 

A Yes. 

Q D o  you believe that under either of those 

two rate designs that indexings should also be 

implemented on a plant specific basis or on a system 

wide basis? 

A Well, what I would like to do, I would like 

to see it on a system wide basis because of the fact 

you are going to kind of maintain a steady cap level 

between the individual plants. And in that way you 

are not going to have a huge jump in the rate for any 

particular facility. And then the cap would be reset 

in the next rate case. So my preference would be to 

do it on an overall basis, both for the pass through 

and for the indexing. 
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Q Mr. Ludsen, would you agree that indexes 

Ire allowed in order to recover increase in expenses, 

increases in expenses due to inflation? 

A Yes. 

Q Would you agree that the index factor is 

:he same for each service area throughout Florida no 

natter where it is located? 

A Yes. 

Q Then under a modified stand alone scenario 

rouldn’t it be reasonable to assume that an index 

should be applied to SSU on a system wide basis and 

lot on a service area by service area basis? 

A Under a modified I would believe that would 

3e a better alternative, yes. 

Q Thank you. I have a few questions 

regarding SSU’s wastewater main extension charge of 

$280. According to SSU’s position on issue 134, you 

3gree that a wastewater main extension charge of $280 

€or Sugarmill lrJoods was never approved by the 

2ommission; is that correct? 

A Yes. 

Q Also stated in position, in S S U ’ s  position 

3n that issue, 134, is that the tariff submitted by 

SSU effective June 5th of 1992, reflected the 

incorrect main extension charge of $280; right? 
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A Yes. 

Q But S S U  has not charged this amount to this 

Sugarmill Woods customers; is that right? 

A That s correct. 

Q If at: some later date it is substantiated 

:hat a wastewater main extension charge of $280 was, 

indeed, charged to any customer of Sugarmill Woods, 

l o  you agree that given SSU’s position on this issue 

it would be appropriate for SSU to refund that charge 

vith interest? 

A Yes. 

Q Thank you. Just a few questions on rate 

zase expense. Isn’t it true that a portion of 

flinnesota Power and Light‘s expenses have been 

3llocated to S8U as test year expenses? 

A Would you repeat that? 

Q Sure. Is it true that a portion of 

rlinnesota Powe:r and Light’s expenses have been 

3llocated to S S U  as test year expenses? 

A That‘s my understanding. 

Q How can the Commission be assured that the 

rate case expenses for Minnesota Power and Light have 

lot already been included in test year expense? 

A We will have invoices for the rate case 

sxpense charges. 
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Q Isn't: it true that rate case expense should 

be reduced for any witness that was stipulated into 

the records since they didn't have to appear to 

test if y? 

A Yes, if their original estimate included 

costs for the hearing, the rate case expense should 

be reduced for that. 

MS. CAPELESS: Thank you. That's all we 

have. 

CHAIRMAN CLARK: Thank you very much. 

Redirect. 

MR. ARMSTRONG: Madam Chair, the first 

item, the company would like to request an 

opportunity to file the updated rate case expense 

exhibit which generally is filed as a late filed. It 

has been provided to all the parties. Obviously, we 

didn't have the updated exhibit at the time we filed 

that testimony. 

MS. CAPELESS: Madam Chairman, if that's 

the case we wi:L1 have some more questions on that 

exhibit. 

CHAIRMAN CLARK: Hold on a minute. How do 

we get updated rate case expense? We've handled this 

before. 

MS. JABER: Madam Chairman, may I? What 
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iypically happens is the utility's witness has to 

;ponsor the updated rate case expense. 

MR. ARMSTRONG: Madam Chair, he will 

;ponsor that expense. This is what we were concerned 

3bout given discussions. We typically provide all 

:he information, and then it is asked for as a late 

Eiled exhibit. It is all provided through a late 

Eiled exhibit. 

Now we are concerned we did not do - -  have 

3 request of a late filed exhibit. All of a sudden 

x r  expenses would be subject to question because we 

iidn't have it in evidence. We are simply requesting 

:hat the updated exhibit, Madam Chair, be placed into 

2vidence. Obviously, as I indicated, we could not 

lave placed that information into evidence through 

rebut t a1 test irnony . 
MS. JABER: Madam Chairman, if I may 

respond, we don't allow the utility witness to do 

that at the end of the case. We don't have an 

2bjection to them providing the update, but Staff 

3oes have additional questions in light of what just 

happened. 

CHAIRMAN CLARK: What additional questions 

3.0 you have? 

MS. JABER: If they are going to provide an 
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ipdate t o  r a t e  case expense, obviously we've got t o  

lo cross examination on the exh ib i t .  

MR. ARMSTRONG: Madam C h a i r ,  what I ' m  

Zalking about :is what we provided t o  Staff  and t o  the  

i t he r  p a r t i e s ,  as w e l l .  A s  you know, Public Counsel 

i lready cross examined on i t .  If  there  a re  questions 

- -  t h i s  i s  exact ly  what we were concerned about. I f  

:here a r e  questions Staff has ,  they have t h e  

2pportunity t o  ask those questions a s  did Public 

Zounsel . 

C H A I I W  CLARK: Let m e  back up a minute. 

J u s t  a minute. D o  you have an exhib i t  now t h a t  shows 

ipdated r a t e  case expense t o  a cer ta in  t i m e ?  

MR. ARMSTRONG: 2,000 pages, I bel ieve,  o r  

1,500 pages have been provided t o  a l l  t h e  p a r t i e s  a s  

n a s  been t h e  course of conduct i n  the pas t ,  Madam 

3ha i r .  

CHAIRMAN CLARK: The pages have been 

3rovided already t o  S t a f f .  

MR. ARMSTRONG: Yes. That i s  h o w  Public 

lounsel got i t .  

CHAIliMAN CLARK: A s  of what date? 

M S .  JABER: Day before yesterday. They d id  

3rovide the copies t o  S t a f f ,  and they did provide 

them t o  the p a r t i e s .  That doesn' t  automatically ge t  
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it in the record. 

CHAIRMAN CLARK: Let me ask Staff this, do 

ue traditionally take updated rate case expense? 

MS. JABER: We have - -  the utility has been 

illowed to update rate case expense. Traditionally 

uhat happens is the utility witness when he takes the 

itand makes the modification to his testimony that he 

nas updated the rate case expense. 

CHAIliMAN CLARK: Do you have that updated 

2xpense now? 

MR. lVlMSTRONG: 1,500 pages have been 

?rovided to al:L the parties. 

CHAIliMAN CLARK: Let’s take that 1,500 

?ages and put it in as a exhibit, and then you can 

xoss examine on it. 

MR. I3ECK: Madam Chairman, you haven‘t 

neard from all the parties on that issue. They’ve 

not offered this exhibit into evidence at all. Now 

they are doing it now that the witness is getting 

ready to leave the stand. 

We object to their attempts to try to offer 

m exhibit at Ithis point in the hearing. The burden 

is on them to offer an exhibit at an appropriate time 

m d  have the w.itness to sponsor that exhibit,. Merely 

providing it to the parties two days before the end 
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of the hearing is inadequate. They have to have a 

witness come up and have that witness sponsor an 

exhibit. 

CHAII?NAN CLARK: Mr. Beck, what I'm 

concerned about is that my recollection of water and 

wastewater cases is that we do take updated rate case 

expense through the hearing. 

MR. I3ECK: But it would be the burden of 

the company to do it an appropriate way. 

CHAIRMAN CLARK: They have brought it up 

now. I will allow the witness to sponsor the 

exhibit. I wi:Ll allow the cross examination, too. 

MR. ARMSTRONG: Thank you, Madam Chair. 

CHAIliMAN CLARK: Do you have copies of the 

exhibit ? 

MR. ARMSTRONG: Do we have the whole thing 

here? They've already been provided to all the 

parties, Madam Chair, 1 , 5 0 0  pages or so. I don't 

believe we have enough to give to all the 

commissioners at this point. 

CHAIliMAN CLARK: Staff do you have your 

copy? 

MS. CAPELESS: We have a summary, I 

believe. 

MR. iWSTRONG: It consists of the two 
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3inders Mr. Ludsen has there or three binders. 

WITNESS LUDSEN: Four binders. 

MR. TWOMEY: I don’t recall getting this. 

1 could be mistaken. How did we get this? 

MR. HOFFMAN: It was mailed to you. It was 

nailed to you. 

MR. TWOMEY: A couple days ago? 

MR. HOFFMAN: Yes. 

MR. ARMSTRONG: Madam Chair, the cross 

2xamination occurred on these pages already by the 

3ffice of Public Counsel. To say they didn’t have 

:he information is pretty incredible. 

MR. I3ECK: That‘s not true. My cross 

3xamination was on documents I had before we walked 

into this case, not the same documents he is 

referring to. Mine was based on their response to 

jocument request 305. 

WITNESS LUDSEN: That’s what this is. 

MR. ARMSTRONG: It is the updates to 305. 

Yadam Chair, as you recall very correctly, it is 

3lways done in this manner through a late filed 

sxhibit. It has always been every case I’ve been 

involved in. I find it rather incredible this is the 

tact that‘s being taken at this point in time. 

MR. ‘TWOMEY: May I comment? 
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CHAIRMAN CLARK: Go ahead, Mr. Twomey. 

MR. ‘CWOMEY: I‘m not one to unnecessarily 

:rod on traditzton, but we’ve heard the company 

repeatedly in these two weeks object to somebody 

caising a question outside the scope, crying due 

Jrocess, and that kind of thing. 

Now, I haven‘t even checked my mail, post 

3ffice box, in ten days. They have four, three or 

€our volumes 017 maybe it is five Mr. Ludsen has just 

mlled out. My understanding, although I haven’t 

seen it, is that there is, that the request has gone 

Erom some $900,000 to 1 . 6 .  That’s $700,000.  

I would suggest, in a general sense, that 

h e  process of - -  I mean, he whipped those out of a 

iat some place and put them up on the table. And 

:hey wanted to ask you that it be a late filed 

2xhibit even though he was sitting on them. Now, 

:here is something inappropriate about that. 

CHAIRMAN CLARK: Well, Mr. Twomey, I 

inderstand that. I am concerned about how voluminous 

:he document is at this point. 

MR. ARMSTRONG: Madam Chair, it is no 

lifferent than it has been in the past. No different 

than ever in the past. 

CHAIRMAN CLARK: Let me put it this way. 
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tate case expense is a legitimate expense. It is 

:hough subject to examination by the parties, and 

:Toss examination by the parties, as well. My 

recollection is that it is either provided as a late 

Eiled exhibit or provided at the end. And there is 

iot that much opportunity to look at it. 

Now, I need for some proposal for a 

3olution out of this dilemma because I do believe it 

is appropriate to allow the rate case expense to be 

Ipdated. 

MS. JABER: That is traditionally what has 

iappened. It happens when the witness first takes 

:he stand. Not that this isn't workable, Staff is 

ready with its questions. We can go forward. As for 

:he parties in getting their copies, you know, 

2bviously I can't speak for them. We got our copy 

IWO days ago. 

We have taken the view this is the 

ltility's burden, it is the utility's case. Now, 

I've had conversations with utility counsel. I told 

them we weren't going to prepare this as an exhibit. 

It is not our job. 

MR. ARMSTRONG: Which is sort of what 

tipped the hand as to what might be going on. 

CHAIliMAN CLARK: Why did you bring it up 
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now? Why wasn't it brought up when you were having 

these discussions? 

MR. ARMSTRONG: We understood it was going 

to be standard operating procedure, Madam Chair. 

CHAIIW CLARK: If you had doubts about it 

- -  when did you have doubts about it? 

MR. ARMSTRONG: When Mr. Feil came up to me 

and told me five minutes ago. I debated it with him 

saying they wouldn't possibly do that, would they, 

Mr. Feil? He said, I'm concerned by the conversation 

he'd just had that might occur. I find it incredible 

it has occurred. 

CHAIRMAN CLARK: What we are going to do is 

we are going to have it as a late filed exhibit, but 

it is subject 1:o objection. And if we need to hold a 

brief other period of time to review that and allow 

cross examination, we will do it. 

MR. ARMSTRONG: Thank you, Madam Chair. 

That's acceptable to the company, certainly. 

MS. JABER: Madam Chairman, we are ready 

with our questions. Would you prefer we go ahead and 

ask our questions because it may take care of some of 

the concerns the other parties have? That might 

expedite matters. 

MR. TWOMEY: It might, but given the hour 
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m d  given we w:t11 probably have some questions, I 

vould suggest that you consider setting a time in 

vhich the rest of us could indicate the need for a 

short hearing. 

CHAIIWAN CLARK: That’s what I‘m going to 

lo. It is getting late. I realize you may have just 

3 few questions. So I will mark it as a late filed 

?xhibit, updated rate case expense. 

MR. JACOBS: Madam Chairman. 

CHAIRMAN CLARK: Yes, Mr. Jacobs. 

MR. JACOBS: Before you put a number in 

:here, I was going to move my exhibit forward, as 

uell, as No. 2!54. 

CHAIRMAN CLARK: We haven’t done that yet. 

Jpdated rate case expense. I‘m sorry, you are 

right. That’s 2 5 5 .  It will be a late filed exhibit, 

Nhich means it is subject to objection. And the 

Jarties should review it. And we will discuss the 

:ime frames f o r  reviewing it and letting me know a 

sossible time to hold a brief continuation of the 

Tearing for that exhibit only. 

(Exhibit No. 255 identified.) 

CHAIIWAN CLARK: Other exhibits. 

MR. ARMSTRONG: Excuse me, we are at 

redirect. 
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CHAIRMAN CLARK: You are right. 

MR. IWSTRONG: Thank you. 

REDIRECT EXAMINATION 

3Y MR. ARMSTRONG: 

Q They are very brief. Mr. Ludsen, earlier 

3n in your discussion with regard to the direct, the 

xoss by Staff of your direct testimony, there was 

some questions that you referenced a potable reuse 

rate and a non-potable reuse rate; do you recall 

:hat? 

A Yes. 

Q Do you support any adjustment to the reuse 

rates being requested by the company in the MFRs? 

A No. 

MR. ARMSTRONG: Madam Chair, I have Exhibit 

253, I believe, which is the analysis of uniform 

rates. I wasn’t sure if the letter was part of 253, 

the letter dated July 12, 1988. 

CHAIliMAN CLARK: That’s 252. The letter to 

Lynn Adams? 

MR. ARMSTRONG: Yes. 

CHAIliMAN CLARK: I have that as Exhibit 

252. 

MR. ARMSTRONG: Thank you. 

BY MR. ARMSTROIVG: 
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Q Mr. Ludsen, drawing your attention to 

;xhibit 252,  and specifically the last two pages of 

hat exhibit. 

A Yes. 

Q This is a response from Deltona Utilities 

nc., and United Florida Utilities Corporation; is 

hat correct? 

A Yes. 

Q Those two companies recently have been 

ierged into Southern States Utilities; is that 

:orrect? 

A Yes. 

MR. ARMSTRONG: Madam Chairman, that's it. 

CHAIliMAN CLARK: Exhibits. 

MR. jZRMSTRONG: The company moves Exhibit 

147. 

MS. CAPELESS: Staff moves Exhibits 248,  

149, 250,  and 2 5 1 .  

MR. TWOMEY: 252 and 253,  please. 

MR. ARMSTRONG: Objection to 2 5 4 .  

CHAIliMAN CLARK: All right. Wait a minute 

prom 2 4 7  through 253 will be admitted without 

)bjection. 

(Exh.ibits 2 4 7  - 253 admitted.) 

CHAIliMAN CLARK: All right. 
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MR. ARMSTRONG: Madam Chair, 254 was the 

Jill not authenticated by Mr. Ludsen. No questions 

relating to the exhibit could have been answered by 

4r. Ludsen. So we object to it being introduced into 

widence. 

MR. JACOBS: Madam Chairman, he's testified 

ie is in charge of billing. That's a bill from his 

iompany. It speaks for itself. 

CHAIRMAN CLARK: Mr. Armstrong, you don't 

2elieve this is a bill from Southern States 

Jt i 1 it ies ? 

MR. ARMSTRONG: Just for the purpose that 

it was offered. 

CHAIRMAN CLARK: I think he was using it to 

zross examine the questions on Page 15. And 

Yr . Ludsen c1a:rif ied that. 
MR. ARMSTRONG: And Madam Chair, if we have 

3 representation that was the purpose it was offered 

€or, and the oiily use that this bill would be used 

€or, that would be okay. Otherwise, my objection 

uould stand. 

MR. JACOBS: Madam Chairman, Page 15, he 

says we sent the same message to everybody. I asked 

him, you know, regarding - -  

CHAII2MAN CLARK: I will allow the exhibit. 
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MR. ARMSTRONG: Note my objection. 

MR. TWOMEY: Since you allowed that. 

CHAIIW CLARK: The objection is noted. 

MR. ARMSTRONG: Thank you. 

(Exhibit No. 254 admitted.) 

MR. TWOMEY: I was trying to find - -  

CHAIRMAN CLARK: Have you lost Exhibit 93 

3gain? 

MR. TWOMEY: Mr. Hansen was reviewing it. 

I’ve got, I never got, I apologize, I never got to 

ulr. Armstrong because he started the cross. 

CHAIRMAN CLARK: That’s the big problem. 

MR. TWOMEY: What had happened was 93 has 

Deen not admitted a couple days ago or a week ago or 

#hatever, my exhibit, because there was a page in 

there Mr. Hansen had cut and pasted different 

schedules from the last rate case. That‘s why it 

Nasn’t admitted, as I recall. And we proposed to 

substitute two pages that were taken from the case, 

itself. 

MR. IFEIL: Commissioner, I don‘t even 

remember who the witness was on that, although I 

remember seeing the exhibit. It was a hodgepodge, if 

you will, of various pages taken from various 

sources. 
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CHAIIW CLARK: I think it must have been 

4r. Gower, right? Was it Mr. Gower? 

COMMISSIONER KIESLING: My records show it 

vas Mr. Hartman. 

CHAIRMAN CLARK: Okay, Mr. Hartman. 

COMMISSIONER KIESLING: Is when this was at 

least offered and not accepted. 

I also think that there was more than just 

:he hodgepodge or the cut and paste ones. 

There were, also, if I recall, a number of 

locuments in here that you never even asked him 

mything about. 

MR. TWOMEY: That is possible, Commissioner 

ciesling. I’m not questioning your recollection. I 

just don’t recall. 

CHAIRMAN CLARK: Well, Mr. Twomey, have you 

reviewed it? IJo you need this exhibit? 

MR. TWOMEY: I think at this hour that 

lon’t need it. 

CHAIIIMAN CLARK: All right. Then we w 

l o t  admit Exhibit 93. 

I 

1 

MR. I3ECK: Madam Chairman, I believe we did 

lot finish the full cross of Mr. Ludsen when he was 

3n direct. I never moved in our exhibits on direct. 

CHAIliMAN CLARK: I believe that is 
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:orrect. We were still waiting for Mr. - -  Yes. And 

1 have that from Exhibit 127 which would be the 

zompany's exhibit for Mr. Ludsen's direct. 

MR. ARMSTRONG: We'll move that in. 

CHAIliMAN CLARK: That will be without 

>bjection. 

(Exhibit No. 127 admitted.) 

CHAIRMAN CLARK: I have two OPC's of 128 

m d  129. They will be admitted without objection. 

h e  is the uniform rate investigation expenses and 

>ne is rate case expense. 

(Exhibit Nos. 128 and 129 admitted.) 

CHAIliMAN CLARK: 130 is a late filed 

3xhibit. And :I have 131 as pages from the MFRs. And 

that will be admitted without objection. 

(Exhibits 130 and 131 admitted.) 

CHAIIW CLARK: Let me just review the 

3xhibits and make sure I have no other unadmitted - -  

I have Exhibit 71 is again the late filed, 78 is the 

late filed, 92 is a late filed exhibit. 120 is a 

late filed exh.ibit. 130 is a late filed exhibit. 

COMNISSIONER KIESLING: Could I slow you 

down? Did you say 94? I have 94 as being a late 

filed. 

CHAIRMAN CLARK: 94 is also a late filed 

FLORIDA PUBLIC SERVICE COMMISSION 



5377  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
c 

:xhibit. I don't have 156, which is production of 

iocuments request 221 as admitted yet. 

MS. CAPELESS: We didn't move that one into 

:he record. 

C H A I I W  CLARK: You don't want it in the 

record? 

MS. CAPELESS : Correct. 

CHAIliMAN CLARK: 180 has been admitted in 

:he record? 

MS. CAPELESS: Yes. 

COMMISSIONER KIESLING: 180 was identified, 

m t  it was part of the rebuttal exhibits of Mr. 

rerrero . 
CHAIliMAN CLARK: We decided not to move it 

in. 

lave. 

you rea 

COMMISSIONER KIESLING: That's what I 

C H A I l W  CLARK: Okay. 

MR. FEIL: Excuse me, Madam Chairman, could 

the description for Exhibit 180? 

CHAIIW CLARK: They were also, it was 

part of an exhibit to Mr. Terrero's rebuttal. It was 

identified as lan exhibit for a questioning of another 

nritness. 

COMMISSIONER KIESLING: It was Pages 1 and 
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2 from RAT-11 from his rebuttal. 

MR. I?EIL: Another witness was questioned 

about it. Okay. Thank you. 

COMMISSIONER KIESLING: Right. 197? 

CHAIliMAN CLARK: 197, I don't have 197 as 

admitted . 

MS. O'SULLIVAN: I indicate it was not 

moved by the parties. 

MR. FEIL: What was the description? 

CHAIliMAN CLARK: Work papers from Staff 

management studies of SSU. That was not admitted in 

the record. 

MS. JABER: That's correct, Madam 

Chairman. 

CHAIliMAN CLARK: I have Exhibit 205 as a 

late filed exh.ibit. I have 215 as a late filed 

exhibit. I have 237 as a late filed exhibit. I have 

246 as a late :filed exhibit; and finally, 255. 

Staff, are there any final items we need to 

take up? 

MR. 'IWOMEY: Madam Chair, pardon me. I 

think, let me $see, Mr. Pellegrini is not here, but at 

some point earlier - -  I think it was this day - -  you 

asked the Staff and myself and Mr. Feil to get 

together and d.iscuss what company agreements would be 
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nade on the lead education thing. And we came to an 

%greement, I believe. I think we just need a 

lumber. 

CHAIRMAN CLARK: A l l  right. M r .  Feil, can 

you give me what the agreement is? 

MR. I7EIL:  A s  I understand it, what they 

rvould like as the late filed exhibit would contain 

:he Beacon Hills education requirements for lead and 

zopper - -  well, actually for lead testing because 

:here is no education requirement for copper, from 

ktober, 1994, on. Staff would like the test 

results. 

Mr. Twomey made a request regarding Deltona 

secause he thought there was an action level exceeded 

rhere, but the action level was for copper. And 

2gain, there are no education requirements f o r  

2xceeding action levels for copper. 

CHAIliMAN CLARK: So it is the Beacon Hills 

?ducation requirements for lead testing and the 

testing results for the period you identified. 

MR. F E I L :  Yes, ma’am. A l s o ,  so for Marco 

Island from January 1, 1996, on the same materials, 

testing, and compliance materials. 

CHAIliMAN CLARK: That will be late filed 

Exhibit 256. 
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(Late Filed Exhibit No. 256 identified.) 

MR. FEIL: Also for the record, Madam 

:hairman, we w:t11 make every effort in this late 

iiled exhibit to give the parties what they want; but 

)ecause of the nature of the late filed exhibit, I 

lave no idea whether or not they are going to be 

iappy with what they get, but we will do our best. 

CHAIRMAN CLARK: Okay. MS. O’Sullivan. 

MS. O’SULLIVAN: Just a few brief matters. 

Ye have not set: a deadline for late filed exhibits. 

Ye should probably set one for all exhibits of 

Jerhaps two weeks of today‘s date. 

CHAIIWAN CLARK: Mr. Armstrong, the 

leadline for late filed exhibits, and I believe it is 

mly your witnesses that have them - -  

MR. ARMSTRONG: We will get them in. 

CHAIRMAN CLARK: - -  is two weeks from 

:oday. So that makes it - -  

MS. O’SULLIVAN: The 24th. 

CHAIRMAN CLARK: The 24th. Okay. 

MR. ARMSTRONG: They will be there. 

CHAIRMAN CLARK: All late filed exhibits 

w e  subject to objection. 

MS. O‘SULLIVAN: That’s correct. One more 

Einal point. The briefs are due June 3rd, according 

FLORIDA PUBLIC SERVICE COMMISSION 
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:o the case. 

CHAIIWAN CLARK: We have set a different 

amount of pager; for the briefs, is that right? 

MS. O'SULLIVAN: That's correct. I believe 

it is 150 page!;. 

CHAIRMAN CLARK: Now, with respect to the 

rate case expense, I would like - -  let me ask you 

:hat. We have identified it as a late filed 

:xhibit. Can .it be provided to all the parties by 

:his Monday? 

MR. ARMSTRONG: Yes, it sure can. 

CHAIRMAN CLARK: By Friday I would expect 

staff to inform me whether or not we need tc hold a 

xief hearing to review the rate case expense. 

MS. O'SULLIVAN: The parties will advise 

3taff and we will get back to you by Friday. 

CHAIliMAN CLARK: Anything further? 

MR. l?EIL: One other thing. I mentioned an 

Jrder that I would like administrative notice to be 

taken of. I have copies of it here. 

CHAIRMAN CLARK: Give us the order number. 

MR. 17EIL: The order number is 24134 issued 

February 18, 1'391. And we would also like to have - -  

I did not advii3e you of this previously - -  but have 

3dministrative notice taken of another order which is 

FL0R:IDA PUBLIC SERVICE COMMISSION 
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:he 1 9 9 6  p r i ce  index order .  That number i s  

?SC-96-0177-FOF-WS issued February 9 ,  1 9 9 6 .  

CHAIRMAN CLARK: All r i g h t .  We w i l l  take 

i f f i c i a l  no t i ce  of those orders .  And you have 

zopies? 

MR. FEIL:  We have copies of t h e  f i r s t ,  but 

lot  of the second. We w i l l  have it t o  the  p a r t i e s  by 

flonday . 
CHAIIWAN CLARK: Is there  anything e l s e  w e  

ieed t o  take up? L e t  me say t o  each one of you, t h e  

3ttorneys and p a r t i e s  t h a t  par t ic ipa ted  i n  t h i s  case,  

t r e a l l y  appreciate your hanging i n  t he re .  I know it 

ias  been a grueling t w o  weeks. This case has 

zer ta inly been one of the more d i f f i c u l t  ones I ’ve  

zver been involved i n ,  but I think t h e  proceedings 

lave gone smoothly for  t h e  most p a r t .  I appreciate 

:hat. 

I want t o  thank a l l  of you and t h e  Staff  

€or your hard work. I t h i n k  w e  have a complete 

record. I think w e  have thoroughly explored the  

issues,  and I think we‘ve done it i n  a professional 

nanner. I ce r t a in ly  appreciate t h a t .  

MR. TWOMEY: Thank you, Madam Chairman. 

MR. PEIL :  Thank you. 

CHAIliMAN CLARK: T h i s  hearing i s  

FLORIDA PUBLIC SERVICE COMMISSION 
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adjourned . 
(Thereupon, the  hearing adjourned a t  8 : 35 

p.m.) 
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SUMMARY OF RATE SCHEDULES AND SUPPORTING DATA 
ASSOCIATED WITH STAFF PROPOSED RATE DESIGNS 

BOOK 1 OF 13 - Staffs’ Rate Design Alternatives: 
STAND ALONE RATES 
MODIFIED STAND ALONE RATES 
UNIFORM RATES 
MODIFIED STAND ALONE RATES WITH MINIMUMS 
CIAC I TREATMENT TYPE FACTORED RATES 

BOOK 2 OF 13 - Summary 1996 Operating Income Under Staffs’ Rate Design Alternatives: 
STAND ALONE! RATES 

BOOK 3 OF 13 - Summary 1996 Operating Income Under Staffs’ Rate Design Alternatives: 
MODIFIED STAND ALONE RATES 

BOOK 4 OF 13 - Summary 1996 Operating Income Under Staffs’ Rate Design Alternatives: 
UNIFORM RATES 
MODIFIED STAND ALONE RATES WITH MINIMUMS 
CIAC / TREATMENT TYPE FACTORED RATES 

BOOK 5 OF 13 - Detailed 1996 Water Rate Base and Operating Income For Uniform Plants: 
AMELIA ISLAND - DOL RAY MANOR 

BOOK 6 OF 13 - Detailed 1996 Water Rate Base and Operating Income For Uniform Plants: 
DRUID HILLS - HOLIDAY HAVEN 
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BOOK 7 OF 13 - Detailed 1996 Water Rate Base and Operating Income For Uniform Plants: t - I  

I C 3 ‘  
6 HOLIDAY HEIGHTS - MARC0 SHORES 

L 
L 

BOOK 8 OF 13 - Detailed 1996 Water Rate Base and Operatlng Income For Uniform Plants: 
MARION OAKS - POINT 0’ WOODS 

BOOK 9 OF 13 - Detailed 1996 Water Rate Base and Operating Income For Uniform Plants: 
POMONA PARK - ST. JOHNS HIGHLANDS 

BOOK 10 OF 13 - Detailed 1996 Water Rate Base and Operating Income For Uniform Plants: 
STONE MOUNTAIN - ZEPHYR SHORES 

BOOK 11 OF 13 - Detailed 1996 Wastewater Rate Base and Operating Income FodUniform Plants: 
AMELIA ISLAND - FLORIDA CENTRAL COMMERCE PARK 

BOOK 12 OF 13 - Detailed 1996 Wastewater Rate Base and Operating Income For Uniform Plants: 
FOX RUN - PARK MANOR 

BOOK 13 OF 13 - Detailed 1996 Wastewater Rate Base and Operating Income For Uniform Plants: 
POINT 0’ WOODS - ZEPHYR SHORES 
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SOUTHERN STATES UTILITIES 
COST PER CUSTOMER OF CUSTOMER ACCTS AND A&G EXPENSES WIO & WITH BUENAVENTURA LAKES (OOU) 
DOCKET NO. 950495-WS 

1996 CUSTOMER AND A&G COSTS PER CUSTOMER 

Addilion of SSU Wilh 
Line ssu WIO Buenaventura Buenaventura 
No. Description Buenaventura costs (As Filed) 

SSU Customers (Total Company) 

1 Water 
2 Sewer 
3 Gas 
4 Told 

Customer Accounts Expenses 

5 Cuslomer Cos1 
6 Cost Per Customer 

A&G Expense 

7 Customer Cost 
a Cos1 Per Customer 

Total Customer & A&G Expenses 

9 Combined Costs 
10 Cost Per Customer 

2,437 
149,313 15,488 

103,173 8,599 111,772 

164,801 

43,703 6,889 50,592 
2,437 

3,170,452 193,624 3,364,076 
21.23 12.50 20.41 

9,645,059 273,397 9,gi 8,456 
64.60 17.65 60.18 

iz,ai5,5ii 467,021 i3,zaz,532 
85.83 30.15 80.60 

Note: 
1) The Buena Venlura Customers offset the loss of the VGU customer base of 15,380 customers (7,751 
water and 7,629 wastewater = 15,380 VGU Customers). 

311 2196242 PMOOU_EFF.XLS 



COMPARISON OF SSU'S CUSTOMER ACCOUNT AND A&G EXPENSES (CA/A&G) T O  NAWC SURVEYED COMPANIES 
SUMMARY OF PERCENTAGE OF CA/A&G EXPENSES T O  REVENUES 
SUMMARY FOR YEARS 1991 - 1996 

CUSTOMER ACCOUNT AND A&G EXPENSES PERCENTAGE OF EXPENSES TO REVENUES 

Subtotal 
OPERATING Subtotal C u t  CA + 

INVESTOR-OWNED WATER UTILITIES REVENUES Cost Account A&G CA + A&G Acct A&G A&G 

SOUTHERN STATES UTILITIES: (A) 
Tolal Company 

Actual Operating Revenues 
1991 32,830.368 
1992 37,683,702 
1993 50,236,218 
1994 50,269,655 

Requesled Operaling Revenues 
1994 57,934,205 
1995 64,873,467 
1996 76.426.789 

NAWC SURVEYED COMPANIES: (B) 

Revenues $34. $50 Million 
1991 
1992 

Revenues $50. $70 Million 
1993 
1994 

1,669,313 6,857,412 8,526.725 
1.868.076 7.027.572 8.895.648 
2,150,542 7,288,683 9,439.225 
2,428,591 8,368,783 10,797,374 

2.469.232 8.499.374 10.968.606 . .  . .  . .  
2,951,233 8,632,425 11,583,658 
3,364,079 9,918,456 13,282535 

222,050,926 13,207.4 I2 32,401,377 45,608.789 
332,915,849 19,050,368 53,194,637 72,245.005 

533,145,563 33,506,143 93,274,013 126,780.156 
556,251,870 30,293,904 88.317.192 118.61 1.096 

5.1% 
5.0% 
4.3% 
4.8% 

4.3% 
4.5% 
4.4% 

5.9% 
5.7% 

6.3% 
5.4% 

20.9% 26.0% 
18.6% 23.6% 
14.5% 18.8% 
16.6% 21.5% 

14.7% 18.9% 
13.3% 17.9% 
13.0% 17.4% 

14.6% 20.590 
16.0% 21.7% 

17.5% 23.8% 
15.9% 21.3% 

NOTES: 
(A) SSU Operating Revenues for 1991 is Tow1 Company Operating Revenues from audited 1991 Financial Stalemenls for Lehigh t SSU. Docket No. 920199-WS includes 

SSU O&M Expenses for 1991 from Docket No. 920199-WS. Volume 1, Book 3 of4. pages 16 - 19. 
SSU Operating Revenues and Operating Expenses for 1992 and 1993 from Audited SSU Financial Statemenl for Ule Yews Ended December 31.1992 and December31.1993. 
SSU Requested Operating Revenues for 1994 - 1996 from Docket No. 950495-WS, Volume 11-A. Bwk I of4, page 37 "Rcquwted Total Operating Revenues". 
SSU Operating Expenses for 1994 - 1996 from Docket No. 950495-WS. Volume 11-A, Book 3 of 4. pages 5 - 16, "Water & Sewer - Total O&M Expenses". 

(B) Summary of 1991 - 1994 NAWC Operating Revenues and Operating Expenscs by revenuc size summarized from 1991 - 1994 NAWC Financial& Operating Data, 

only FPSC filed systems in amount of $27,077.200. 

Table J-1 "lncamc Statements & Selectcd Ratios", pages 1-17. 

T.L. 1/12/96 



COMPARISON OF SSU'S CUSTOMER ACCOUNT AND A&G EXPENSES (CNA&G) 1 0  N.\WC SURVEYEI) COMI'ANIFS 
SUMMARY OF CNA&C EXPENSFS PER CUSTOMER ASD PER EMP1.OYEE 
SUMMARY FOR YEARS 1991 - 1996 

Average O&M EXPENSES Customer AceounU A&G E ~ p e n s ~  Subtotal CA + A&G 

INVESTOR-OWNED WATER UnLlTlECustomers (A) E m p l ~ y e ~ s  (B) Cusl ACEU (C) A&G (D) CA + A&G Cuslorner Employee Customer Employee Customer Employce 
Number of Number of Suplolal per per per per per Per 

------ 
SOUTHERN STATES UTILITIES: 

Total Company 

1991 
1992 
1993 
1994 
1995 
1996 

NAWCSURVEYED COMPANIES: (E) 
Cuslomers lW,oOo - m,oao 
1991 
1992 
1993 
1994 

158.594 
154,961 
159,626 
148.082 
149,313 
164.801 

1,060.325 
1,177,753 
1,186,077 
1,356,590 

438 
461 
475 
497 
473 
478 

3.354 
3,555 
3,722 
3,742 

1.669.313 6357.412 8.526.725 
1.868.076 7.027.572 8.895.648 
2.150.542 7 288,683 9,434,225 
2,469,212 8.499.374 10.968 606 
2 951.213 8 612.425 11,583,658 
3.364.079 9.918.456 13,282.535 

31.629.647 49,317,051 80.946.698 
33.051.254 66,670.573 99,721,827 
30,342,029 97,561,439 127.903.468 
27.431.085 99,763,067 127.194.152 

10.53 3,811 43.24 15.656 53.76 19,467 
12.06 4,052 45.35 15.244 57.41 19,296 
13.47 4.527 45.66 15.345 59.13 19.872 ~~ ~~~ ~~,~~ 

16.67 4,968 57.40 17,101 74.07 22,070 
19.77 6,239 57.81 18,250 77.58 24,490 
20.41 7,038 60.18 20,750 80.60 27,788 

29.83 9.430 46.51 14,704 76.34 24,134 
28.06 9,297 56.61 18.754 84.67 28,051 
25.58 8.152 82.26 26,212 107.84 34,364 
20.22 7,331 73.54 26.660 93.76 33,991 

NOTES 
(A) SSUNumbcrofCvrtomcnforycar1991 fromDoc~elNo.920199-WS,Valumc I.Bwk3of4,page 19. 

SSU Numbcr of Curtomen for yean 1992 - 1991 from the 1992-3 Avenge Number of Curromrs by System by Revenue Account prepared for the 1992-3 Annual Repam. 
SSU Numberof Curtomen for y e w  1994. I996 from Docket NO. 950495-WS, Volvm IIA, Book 1 of4, page 349 "Allocation Method: Avcrnge No. of Cusromen - Including Gar'' 

(8) SSU Numbcr of Employes and TOM Gross Payroll for yeus  1991 - 1996 from Docker No. 950495-WS. Volume 11. Book I of 4, page 39, "Avg. No. of Employccs" and 'Total Gmrs Prymll" 
(C) SSUCustowrAccoun(Enpnreiforihcyeu 1991 fmm DoekerNo.920199-WS.VolumcI.Book3 of4,pagc 18. 

SSUCuaomcrAccounlE~pnwr foryean 1992- 1993 fromiheAvdiledSSUFinaneiPlSfalcmenlsforthcYcwrEndcdDccembcr31, 1992& 1993. 
SSU Customer Account Erpnscr for he ycan 1994 - 1996 from Dockcf No. 950495-WS. Volumc 11-A, Bwk 3 of 4, pages 5-16, 'Water & Sewer - Total O&M Eipcnwr". 

SSU A&G Expnses for year6 1992 - 1993 from the Audited SSU Financial Slatemem for the Years Ended December 31. 1992 & 1993. 
SSU A&G Erpnser for the ycan 1994 - 1996 from Docket No. 950495-WS. V d u m  11-A. Book 3 014. pa861 5-16. "Wrtcr & Sewsr. Total O&M Expsnrer". 

(E) Summar) Of 1991. 1994 NAWC dam by numberof  stom omen summarized from 1991 - 1994 NAWC Financial & Opcraring Dam. Table 1-3 "Gpcmting Dam & Ratios'', page 35-51 

ID) SSUA&GE1pnriforiheycu1991 fromDockelNo.920199-WS.VolvmeI.Bwk3of4,pagc 19. 



EXHIBIT mL-9) 

PAGE 1 OF 2 

ANALYSIS OF RATE CASE EXPENSE 
ACTUALcharges through January, 1996 

_. 
52 Sbml - mrfihg Csls 
U TOTAL ESTIWTEDICURRENT RATE CASE a P E N S E S  

t94 

w 
$160 

rim 

$125 

$250 

%a 

$110 

$125 

$150 

170,OW tsaw 

49.750 42.870 

3.m 9,818 

3.MO 0 

3 , W O  1.111 
3,QlQ 
1.238 

627 
250 
113 

B 
7.265 

21.m 11.542 

20.w 1 7 . N  

12.wo <,e7 

i0 .m 2,337 

2w.wo WJ15 

NIA 263 

NIA n.w6 

NIA 
s473250 

171.6W 
1 w,wo 
56.583 
45,260 
41,m 
28,631 
26.W 
13,m 
1o.m 
lo.m 
9,m 
4.m 
2,zo 
2,078 
1.m 

5521.902 
y185.152 

1.265 
$262,610 

216.W2 
127.993 

19 .a5  
59.38 

24 1.778 
13.695 
15,250 

1C6 
88 

4.&2 
4 s  

9.m 
4 . m  

293 
318 

$712,753 
187534 
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ANALYSIS OF UNIFORM RATE INVESTIGATION 
ACTUAL charges through January, 1996 

NIA 

$246 

U1.m U1.m 

5 Emrl6Ymg 
6 
7 

19.346 
1 ,772 

ui.m 

19.36 
1,772 

$21.118 

M.164 
707 

W.867 

9 Jade Teh, im. 
10 
11 
12 
13 h 4 m F U W t  
14 
15 
16 
17 
18 bJtellr A=. 1w. 
IS 

Daw Rebs 
T W d  

2o.m 
m 7  

W 8 6 7  

1150 
$125 

4.263 
12.228 
2.170 

$18,661 

90 
10,195 

m 
$11.515 

4,263 
12.m 
2,170 

118,661 

@I 
10,195 

6 9  
111615 

8 . m  
24 
61 
M 
45 

567 
131 

w.919 

7.485 
1.019 

I1 m 
$150 

m 
21 
22 
a CHZM Hill 
24 

P.L. Wder 
FJ. Wlllunr 
J.S. Aair 
P.ESml#l 
Y.M. W n n d  
Tnwl 
MJColSnearr Eqenre 

$118 
Y1 
$41 
€e4 
$41 

8 . m  
24 
61 
€4 
45 
567 
1% 

w,919 

7.185 
1.M9 
1.885 

110,389 

4.587 

1029 

2.310 
1BL 

12.532 

140 

101371 

17.m 
1255,116 

lM@l 
55.m3 
17,414 
5,589 
4417 

Rat Fee 

WA 
w.594 

NIA 4587 

$37 3.m 

JenyFod-Travel 140 

Bs.m 

Legal SeMCeS 17.6% 
t236859 

51 
52 ?.mvWnSaisr Vormwe 
53 
M 
id 
55 
67 
55 
53 
64 
61 
67 Subidl-OherWngCork 
63 
€4 TOTAL ESTIMTED d CURRENT FXTE CASE ElPENSES 

IM.801 
Y.rn 
17.414 
5.559 
4,417 
2.0iE 
1,574 
3,m 
l.W 

..... 
2.078 
1,574 
1278 
1.W 

129 
1196.m 

126 
S l % P  

Y32.080 $451S5 
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SOUTHERN STATES u m i m  
COMPARISON OF TREATMENT TYPES AND STAND-ALONE RESIDENTIAL BILLS 

WHEN SORTED BY % OF ClAC TO PLANT 
PROJECTED TESTYEAR - 1996 (AS Filed) 

Ll" l  
No. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
46 
49 
50 
51 
52 

n 

No. of 
Plant Treatment Customers 

PlantName No. Type 

Harmony Homes 
East Lake Hanls Eslalfs 
Palm Valley 
Lake Carnay Pah 
Daewler Shores 
Ki?@wmd 
Palms Mobb Hams Park 
sanspnng 
Fern Park 
hk&e 
Hermb Cove 
Mmingvlew 
Ouail Ri$s 
Hobby Hlllr 
DruidHIb 
PabadBs Country Club 
Dol Ray Manor 
Tqica l  Pah 
Skycresl 
Lake Branaey 
Slhw Lake oaks 
piney woods 
Keynone Club Enalfs 
GaldenTenace 
Chuluna 
Valewk Tenace 
KeysloneHaigMs 
Msredlh Manw 
Bay Lake Estates 
Wdaka 

I"l~rcBSsl0" my 
FemTerrace 
Holiday Helghls 
imperial MobileTetrace 
PosmBs1er v1sgs 
Sunny Hills 
R h r  Park 
carnoon vulage 
aakwmd 

BUml SlOl8 

1054 
326 
557 

104 
105 

1701 
559 

1115 
324 
995 
4% 
562 
578 
5% 
334 
579 
336 
761 
551 
325 
473 
553 

1279 
992 
335 
554 

1W4 
330 
784 
447 

2m2 
780 
552 
121 
570 

1095 
2801 
439 
555 

1 702 

no1 

Total. Less than 1O.W CiAC 
Avg .Loss than lO.W% ClAC 

Woolem 446 
Rmemont 968 
St Johm HigMandr 471 
RiverGmve 442 
Maw Island 2801 
Wheh Point 472 
Palm Po0 440 

CL 
CL 
CL 
W 
W 
w 
W 
IF 
CL 
AIS 
IF 

AIS 
CL 
CL 
CL 
AIS 
CL 
AIS 
CL 
CL 
AIS 
AIS 
AIS 
CL 
CL 
AIS 
CL 
AIS 
AIS 
CL 
AIS 
RO 
CL 
CL 
CL 
CL 
CL 
AIS 
AIS 
CL 
W 

CL 
CL 
AIS 
AIS 

RO 8 LS 
w 
AIS 

12 
63 

176 
210 
88 

125 
62 
58 

119 
182 
88 

174 
37 
18 
96 

249 
80 
61 
548 
115 
67 
29 

168 
162 
108 
684 
365 

1.W4 
651 
74 

139 
706 
258 
125 
53 

241 
160 
437 
359 
148 
2W 

8,704 

25 
129 
84 
105 

6,144 
47 

108 

Apprx. Uniform Rate 
(Welghted Avg.) 

Stand-Alone Residential 
Blll @ 10,000 

Net Plant Net ClAC 

and NUU) and NUU) @lOKgallons p) gallons (2) 
Bill - 5/8" 

%of ClAC to Plant 

(Ex1 DBpm (Excl Am00 

12,868 
80,089 

507,261 
1,139,046 

28,221 
54,641 
11.139 
73,570 

347,760 
331,362 
247,874 
181,031 
n,758 
93,727 
41,739 

260,780 
251 275 
73,213 

626.186 
319.148 
155,273 
74,707 

224.201 
183,365 
1W.339 

1,535,209 
193,140 
781,153 
752,472 
55,199 

113,075 
4.OW.195 

205.898 
95,406 
79,555 

270,982 
233.972 
895,064 
176,159 
362,295 
n,565 

0 
379 

3,650 
10.657 

266 
752 
216 

1.708 
8.237 
7,863 
6.205 
5,260 
2,280 

1,361 
9,071 
8,882 
2,657 

23,227 
12329 
6,125 
3,395 

10,457 
8,596 
5,818 

83.205 

2,770 

11,410 
48,698 

3,697 
7,725 

278.200 
14,447 
6,727 
5,742 

20,948 
18,756 
56,890 
15,501 
34,182 
2,747 

48,225 

15,094.820 799,081 

28,746 3,169 
281,582 31,374 
49,766 5,587 
88,495 10,034 

39,678,429 4,516,062 
215,512 29.m 
111,551 13,877 

O.W% 
0.47% 
0.72% 
0.94% 
0.94% 
1.38% 
1.94% 
2.32% 
2.37% 
2.37% 
2.50% 
291% 
2.93% 
2.96% 
326% 
3.48% 
3.53% 
3.63% 
3.71% 
3.86% 
3.94% 
4.54% 
4.88% 
4.69% 
5.33% 
5.42% 
5.91% 
8.22% 
8.41% 
8.70% 
6.83% 
6.94% 
6.99% 
7.05% 
7.22% 
7.73% 
8.02% 
8.18% 
8.80% 
9.43% 
9.97% 

123.00 1.476.00 
53.08 3,344.04 

169.48 23,828.46 
126.94 26,657.40 
40.88 3.51568 
38.73 4,818.75 
40.60 2,517.20 

186.11 10,794.38 
54.16 6,415.04 
40.93 8,905.26 
81.41 7,001.26 
99.90 17,38260 
74.28 2,718.36 

14022 2.523.98 
41.56 3,989.76 
31.05 7,731.45 
38.40 3,152.00 
15.40 Z769.40 
57.29 31,394.92 

110.38 12,893.70 
70.81 4,744.27 

140.84 4,084.38 
18.26 8,107.68 
59.57 9,650.34 
78.28 8,454.24 
63.68 43.54314 
34.11 12.454.15 
31.44 31,565.76 
30.93 20,135.13 
54.27 4,015.38 
86.87 12,047.13 
96.84 68,369.04 
60.13 15,513.54 
36.08 4,885.00 
56.50 2,994.50 
45.35 10,929.35 
53.68 8,565.60 
68.46 29,317.02 

125.40 45,018.80 
89.78 10,327.44 
41.21 8,612.89 

Z958.11 
529% $ 72.18 

11.09% 168.14 
11.14% 55.55 
11 23% 81.34 
11.34% 58.04 
11.38% 54.61 

12.44% 58.21 
11.81% i n . 8 9  

553,871.40 
I t  63.81 I 

4,203.50 
7,165.95 
6,832.56 
6.094.20 

5,813.43 
7,016.26 

335.523.84 

1 0 1 3  
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SOUTHERN STATES unLinEs  
COMPARISON OF TREATMENT TYPES AND STAND-ALONE RESIDENTIAL BILLS 

WHEN SORTED BY % OF ClAC TO PLANT 
PROJECTED TEST YEAR - 1996 (As Flled) 

Line 
No. - 

53 
54 
55 
56 
57 
sa 
59 
60 
61 
62 
63 
64 
65 
66 
67 
88 
69 
70 
71 
72 
73 
74 
75 
76 

76 
79 
80 
81 
62 
83 
64 
65 
66 
87 
68 
69 
90 
91 
92 
93 
94 
95 
98 
97 
98 
99 

1 w  
101 
102 
103 
104 
105 

n 

Plant Treatment 
PlantName No. Type 

@at Foresf EB3 
Smne Mounain 566 
lmeilachen Lake EStales 470 
hmom Pah 443 
Feneva Lake Enalss 1298 
Deep Cmek 2201 
POhlO W W b  907 
CRNP s+filgr 906 
~ h n d v  &mer 556 
MafbnOakr 1106 
vemmn village 567 

Tolal-lO.W%~ZO.W%CIAC 
Avg. lO.W%.2O.W%CIAC 

ManoShom 2602 
Leilanl HeQhIs 675 
Sliver Lake Enales 574 
Fox Run 679 
Lake Aky Eslales 773 
Lake Haniel Esbles 323 
FWermaPlS Haven 673 
PMQla Island 564 
Jum$3Oen l8GZ 
sptlrg Oaldsm 99( 

&ache shores 990 
WLWb valley 332 

Ane RNe 907 
Zephyshom 1427 

Palm Terrace 1429 

TOW. 20.00%. 3.00% CIAC 
Avg.20.W%.3O,W%ClAC 

Lehigh 2901 
Grand Ternace 575 
Laburs Lakes 2401 
Beacan Hilk 886 

T 0 ~ - 3 0 . W %  -4O.OO%ClAC 
A"g. 30.WX. 40.WX CIAC 

RemlngmnForesl 23M 

Wlndrarg 783 
FO"rnIr6 772 

Holday Haven 573 

Oebna 1806 

Wwdmsn 688 

Buena Yemum Lakes 785 

Told -40.00%-50.00%ClAC 
Avg. 40.00%. 50.00% CIAC 

CL 
CL 
AIS 
CL 
CL 
PN 
IF 

AIS 
CL 
AIS 
CL 

LS 
CL 
AIS 
IF 

AIS 
AIS 
CL 
CL 
PN 
CL 
IF 

AIS 
CL 
CL 
CL 

LS 
pw 
AIS 
AIS 

AIS 
AIS 
CL 
AIS 
AIS 
PN 

Apprx. Unliorm Rate 
(Weighted Avg.) 

No. of Net Plant Net ClAC Stand-Alone Resldentlal 
Ell1 @ 10,WO 

and NUU) and NUU) @ 10K gallonsy) gallons (2) 

%of ClAC to Plant 

Customers ( ~ x c l ~ ~ p r e c  (Exclhon 

1 47 
8 

250 
173 
93 

3,162 
361 

1,917 
21 

2.797 
110 

15.729 

308 
396 

1,449 
1 07 
1 M  
284 
114 
134 
113 
134 
1 52 
983 
464 
936 

1,193 

6,919 

9,079 
111 
243 

3,176 

12,811 

87 
25,911 

105 
34 

1,169 
111 

9,176 

34,613 

187,512 
9,738 

140,823 
105,742 
n.618 

1,889,372 
599.886 

3,121,004 
7,888 

5,188,734 
118,121 

52,213,341 

961,498 
325,396 

1,409,433 
341,332 
276,846 
130.184 

66.226 
57,749 

27,133 
46.71 1 
82,316 

730,936 
160,657 

4,125,230 
279,706 

9.023.Y5 

9,273,000 
103,567 
140,834 

4,455,692 

13,973,@33 

139,147 
16.493.528 

135,437 
240,536 
863.815 
83.509 

5,370,896 

23,276,769 
- 

20,913 
1251 

19.191 
15,288 
11,399 

287,036 
94,631 

519,691 
1,471 

1,095,117 
2461 1 

6,690,726 

195,942 
67,054 

296,622 
75,720 
62,189 
29,335 
13,805 
16,516 
6,743 

11,884 
20,914 

188,902 
14,826 

1,171,325 
80,561 

2,282,119 

2,906,664 
38,074 
54,382 

1,766,103 

4,785,223 

56,204 
6,655,814 

59.029 
108,972 
391.334 

15,198 
2,534,468 

10,021,019 

12.46% 
1285% 
13.63% 
14.46% 
14.69% 
15.19% 
15.76% 
16.64% 
18.6% 
19.95% 
19.99% 

12.S3X 

20.38% 
20.61% 
21.05% 
2218% 
22.46% 
22.54% 
23.91% 
24.21% 
24.85% 
24.97% 
25.41% 
25.84% 
27.87% 
28.39% 
28.80% 

2523% 

31.35% 
36.76% 
39.60% 
39.64% 

%.lo% 

40.39% 
41.57% 
43.58% 
15.30% 
45.31% 
45.35% 
47.19% 

43.05% 

43.42 5.941.74 
105.39 843.12 
51.31 12,827.50 
53.58 9,269.34 
33.53 3.11829 
67.04 213,321.28 
67.55 24,335.55 
39.65 74,09205 

57.79 181.638.63 
M.73 6.822.20 

54.08 1,135.88 

1225.65 886.047.12 
$ 68.09 I $ 56.33 I 

102.30 31,506.40 
28.46 11,270.1 6 
20.40 29,559.60 
90.02 9,632.14 
94.83 9,483.00 
30.25 8,591.00 
37.94 5,463.36 
34.81 4,864.54 
79.54 6,988.02 
24.81 3,324.54 

111.25 16,910.00 
25.12 24,892.96 
56.17 27,186.28 
43.53 40,831.14 
37.92 45,23858 

817.35 277,343.70 
$ 5419 I $  40.08 I 

56.90 516.595.10 
38.53 4.276.83 
79.34 19.279.62 
24.38 77.418.08 

199.13 617.567.63 
1 49.78 I $ 46.97 I 

49.49 4,305.63 
20.86 488,783.46 
53.12 5.577.60 

245.92 .8.361.28 
21.50 25,56350 
n.86 8,642.46 
27.36 251,055.36 

490.1 1 802,289.29 
$ m.67 rt 23.18 I 
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SOUTHERN STATES unLinEs  

PROJECTED TEST YEAR - 1996 (As Filed) 

COMPAEISON OF TREATMENT TYPES AND STAND-ALONE RESIDENTIAL BILLS 
WHEN SORTED BY % OF ClAC TO PLANT 

(1) (2) (3) (4) (51 (6) m (8) (9) 
Apprx. Uniform Rate 

(Welghted Avg.) 
Stand-Alone Aesldentlal No. of Net Plant Net ClAC 

Llno Plant Treatment Customers ( ~ x c l ~ e p m  ( ~ x c i h n  
No. PlaniName No. Type and NUU) and NUU) @ 10K gallons (1) gallons (2) 

Bill -#E-' Bill@ 10,ow 

% of CIAC to Plant 

106 
107 
108 
109 
110 
111 
112 
113 
114 

Weslmofl 122 

Sugar Mill 1601 
cnrus Palk 1117 

Sugar Mill WON& 989 

me Ridge Ernes 782 

Told .5O.W%.6O,W%CUC 
Avg .50.00%. 60.WX CUC 

c q a l  River Highlands 984 
UnNenlly %re3 106 

~ 0 1 4 .  60 .oo~ .  m.oox cuc 
Avg. ~ O . W % . ~ . ~ ~ % C I A C  

G w e l  Island Eslales 936 
m l l a  Island 1518 

Total. 70.W%. 80.04% ClAC 
Avg.m.wx-8o.oo%clnc 

pw 
AIS 
LS 
CL 
AIS 

50.81% 
51.79% 
52.04% 
5420% 
55.32% 

32.84 
16.86 
61.26 

139 
2,622 
@a 
366 
21 8 

3.983 

34264 
3,424,194 
797,734 
137,118 
%,250 

4,726,559 

17,410 
1.773.532 
415.131 
74,321 
184,365 

2,464759 

4.584.76 
44.259.38 
51,643.86 
10.Mo.42 
10.W0.16 

120,698.60 I $  30.351 

3.69920 
79,081.70 

82,782.90 
I $  zo.asJ 

w.00 
27,374.06 

26,216.06 
I t  15.99] 

27.67 
46.01 

204.86 
$ 40.97 

e.24 
20.33 

52.15% 

8082% 
67.66% 

115 
116 

IF 
AIS 

80 
3.890 

1 ~ , 0 1 4  
3,807,693 

3,943,707 

82,724 
2.576.131 

2,658,656 
117 
116 3,970 66.57 

t $320 119 
120 
121 
122 
123 
124 
125 
126 

6712% 

7423% 
75.12% 

IF 
AIS 

8 
1,757 

10.607 
2,423309 

7,674 
1,820,303 

105.50 
15.58 

121.06 
t 60.54 

1,765 2,433,816 1,828,177 
75.1% 

127 Ememdse 1607 PW 244 134,216 118,902 67.10% 30.03 7,327.32 
126 
129 ToI~I.~O.OO%.~W.OO%CUC 244 134,216 116,902 30.03 7,327.32 
130 A~ivg~6O.OO%-IW.OO%ClAC 87.10% $ 38.03 I $ 30.03j 
131 
132 
133 Total FPSC Residential 

Average FPSC Residential 

~- 
86538 $ 124,819357 $ 31$34,861 6,118.89 3.376.1 46 02 

25.34% $ MA1 I t  38.13 
- 

Trmrnsnt Typo: 
AIS AirB1DIIISlorqe 
IF Imn Rliiratlon 
pw P w k s e d  W m r  
RO ReYsn OsmoIIS 

CL Chlorlndlon 
LS LIW sonening 

Note-Thelolakloreachcatagaryare tasedan: 
( I )  Simple Average (rolal of an plam I Number of Aam) 
(2) W e Q M  amwe Which awmxlmales a uniform rats Vola1 of a6 plam weQhIed bynwrberol customers1 Total Number of cuaomen) 

3120196 WPIXIM.xLS KAJ 3 013 
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SOUTHERN STATES UTILITIES 

COMPARISON OF % ClAC TO STAND-ALONE RESIDENTIAL BILLS - SEWER 
WHEN SORTED BY % OF ClAC TO PLANT 
PROJECTED TEST YEAR - 1996 (As Filed) 

. 

(1) (2) (3) (4) (51 (6) (7) (8) 
Appr. Uniform Rate 

(Weighted Avg.1 
Stand-Alone Residential 

Bill @ 10,000 Bill - 518" 

%of ClAC to Plant 
No. of Net Plant Net ClAC 

Line Plant Customers (EXCI b p m    EX^ h o t  
No. Plant Name No. and NUU) and NUU) 

FPSC Residential 
1 Sunny Hills 
2 Chuiuota 
3 Dekona 
4 Holiday Haven 
5 ParkManor 
6 Valencia Terra- 
7 Rsherman's Haven 
8 Morningview 
9 Cilrus Park 

10 Citrus Springs 
11 MarionOakn 

2801 179 
335 136 

1806 4,719 
573 92 
444 30 

366 
673 144 
562 36 

1117 272 
906 692 

1106 1,371 

173,205 
1,409,322 

10,941.176 
428,183 
41,254 

235,753 
251,463 
23346 

591,021 
701,060 

2,2ffi,7M 

1,837 
37,382 

430,077 
21,761 
2,121 

12,347 
15,484 

1,724 
47,350 
69,288 

231,605 

1.06% 
2.65% 
3.93% 
5.08% 
5.14% 
5.24% 
6.16% 
7.38% 
8.0196 
9.88% 
1o.w. 

78.40 
271.11 
69.03 

203.81 
72.98 
39.59 
84.76 
84.10 
67.76 
54.31 
69.26 

14,033.W 
36,870.96 

325,752.57 
18,750.52 
2,189.40 

14,489.94 
12,205.44 
3,027.60 

18,430.72 
37.582.52 
94.955.46 

12 
13 Total. Less than 10.00% ClAC 8.037 17,032,488 870,977 1 ,095.11 578,288.73 
14 Avg.vgLerothanlO.M)%CUC 5.12% s 99.56 I s 71.95 I 
15 
16 Palm Port 
17 Enterprise 
18 Apache Shores 
19 Leilani Heights 
20 Silver Lab Oab 
21 Beechets Point 
22 Marw Island 

24 Tropical Isles 
23 Zephyrshores 

440 107 
1807 136 
990 112 
675 391 
473 27 
472 16 

2601 1,937 
1427 482 
2101 284 

125,308 
35,836 
72,116 

384,501 
42,953 
49,041 

13,612,593 
402,609 
358,245 

16,256 
4.839 

10.084 
59,024 
6.702 
7.761 

2.269.562 
75.390 
69.528 

12.97% 
13.5% 
13.98% 
15.35% 
15.60% 
15.83% 
16.67% 
18.73% 
19.41% 

109.91 
40.72 
89.39 
43.61 

107.70 
209.76 
44.66 
75.19 
36.86 

11.760.37 
5,537.92 

10,011.68 
17,051.51 
2.907.90 
3.356.16 

86.506.42 
36.241.58 
10,468.24 

25 
26 Total. 10.00%. 20.00% C!AC 3,492 15,083,202 2,519,146 757.80 183,841.78 

52.65 27 Avg .10.00%. 20.00% ClAC 16.70% S 
28 

84.20 I s  
.~ 
29 Lehigh 2901 7,183 11,841,499 2,707,046 22.86% 53.66 385,439.78 
30 SailSprings 1115 114 151,483 35.631 23.5% 42.53 4,848.42 
31 JungleDen 1602 117 3 6 5 , M  59.098 27.14% 162.26 18,984.42 
32 Woodmere 688 1 .1 80 1,589,073 443,368 27.9040 47.32 55,837.M) 
33 Apple Valley 332 167 84,606 24,024 28.37% 38.35 6,404.45 
34 
35 Total. 20.00%. 30.00% ClAC 8,761 14,U31,759 3,309,147 344.12 471,514.67 
36 Avg .20.00%. 30.00% ClAC 23.58% S 68.82 1 s  53.82 I 
37 
38 Poinlo' Woods 
39 FoxRun 
40 PalmTelrace 
41 MarwShores 

987 147 306,203 
679 104 356,198 

1429 1,035 448,800 
2602 265 786.137 

94,856 30.98% 
119,590 33.57% 
151,921 33.85% 
305,947 38.9% 

79.42 
113.88 
44.16 
68.29 

11,674.74 
11,843.52 
45,705.W 
18,096.85 

42 
43 Total. 30.00%. 40.00% ClAC 1,551 1,897,338 672.314 305.75 87.320.71 
44 Avg .30.w% -40.00% ClAC 35.43% s 76.44 I S 56.30 I 
45 

3120196 SPISCIA2.XLS KAJ i o 1 2  



EXHIBIT PLL-101 

SOUTHERN STATES UTILITIES PAGE 5 OF 5 

COMPARISON OF % ClAC TO STAND-ALONE RESIDENTIAL BILLS - SEWER 
WHEN SORTED BY % OF ClAC TO PLANT 
PROJECTED TEST YEAR - 1996 (As Filed) 

- 

Line 
No. - 

46 
47 
46 
49 
50 
51 
52 
53 
54 
55 
56 
57 
56 
59 
60 
61 
62 
63 
64 
65 
66 
67 
66 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 

Appr. Uniform Rate 
(Weighted Avg.) 

Stand-Alone Residential 
Bill @ 10,000 Bill - 518" 

%of ClAC to Plant 
No. of Net Plant Net ClAC 

Plant Customers (EXCI ~epm (Exci bolt 
Plant Name No. and NUU) and NUU) 

Amelia Island 1516 1,455 4,a22,450 2,157,138 
Buena Vsnlura Lakes 765 7,360 12,594,101 5,646,730 
Univenily Shoras 106 3,637 6,154,211 2,930.185 

Total. 40.00%. 50.00% C!AC 12,452 23,570,762 10,734,053 
Avg .40.w%. 50.00% CUC 

Spring Gardens 
Beacon Hills 666 

134 68.533 39,458 
3.178 4,564,273 2,675,404 

Total. 50.00%. 60.00% C!AC 1.656 2.316.403 1,357,431 
Avg .50.00%. 60.00% CUC 

Sugar Mill 1801 a 4  978,926 597,573 
Merednh Manor 330 29 25,927 16,599 
Vanetian Village 567 89 83,703 55,768 
Bum1 Slors 2202 641 668,522 453.159 

Total. 60.00%. 70.00% CUC 1.393 1,757,077 1,123.1 19 
Avg .60.00%. 70.00% CUC 

Sugar Mill Wccds 969 2.548 3,616,288 3,198,301 

Total. 81.00%. 90.00% CUC 2.548 3,616,288 3,196,301 
Avg .81.w%. 90.00% CUC 

Leisure Lakes 2401 230 96,766 91,226 
Deep Creek 2201 3.259 3,304,378 3,248,379 

Total-91.00%.1W.O0%ClAC 3.489 3,401,144 3,339,605 
Avg.91.00%-100.00%ClAC 

Total FPSC Residential 45,035 $ 84,994,864 $26,481,525 
Average FPSC Residential 

44.73% 35.45 51,579.75 
44.84% 47.61 350,409.60 
47.61% 46.25 168.211.25 

12931 570,200.60 
45.54% s 43.10 [ s 45.79 I 
57.58% 24.66 3,333.92 
56.62% 32.81 104,270.18 

26.65 53,802.05 
58.60% s 28.65 I S 32d9 1 
61 .M% 53.45 33,887.30 
64.0% 35.95 1.042.55 
66.65% 52.52 4,674.28 
67.79% 32.66 20,935.06 

174.58 60,539.19 
63.9% s 43.65 I S 43.46 j 

88.39% 23.w 58.833.32 

23.09 58,833.32 
88.39% 0 23.09 I S 23.09 I 
94.27% 43.05 9,901.50 
98.31% 47.25 153,967.75 

90 30 163,669 25 
98.19% s 45.15 I S 46.971 

2,977.75 2,282,032.35 
72.63 I $ 50.67 33.51% S 

Note - The totals for each calagoly are basad on: 
(1) Simple Average (rolal of all planls I Number of Plants) 
(2) Weighted average which appmximale? a uniform rate (Total of all plants weighted by number of customers /Total Number of Cudomen). 

3120196 SPISCIA2.XLS KAJ 2 Of 2 
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CITE as 90 FPSC 9 : 3 0 5  FPSC 

Section 367.0816, Florida Statutes, requires that rate case 
expense be apportionea for recovery over a period of f o u r  
years. The statute further requires that the rates of the 
utility be reduced immediately by the amount of rate case 
expense previously included in the rates. This Statute applies 
to all rate cases filed on o r  after October 1, 1989. 
Accordingly, we find that the water rates should be reduced by 
$ 9 . 0 2 6  and the wastewater rates should be reduced by $940 a s  
shown in Schedule No. 4 ,  at the end of the four year recovery 
period. The revenue reductions reflect the annual rate case 
amounts amortized (expensed) plus the gross-up for regulatory 
assessment fees. 

The utility shall file revised tariff sheets no later than 
one month prior to the actual date of the required rate 
reduction. The utility also shall file a proposed customer 
letter setting forth the lower rates and the reason f o r  the 
reduction. If the utility files this reduction in conjunction 
with a price index or pass-through rate adjustment, separate 
data shall be filed f o r  the price index and/or pass-through 
increase or decrease and the reduction in the rates due to the 
amortized rate case expense. 

By Orders N O S .  22620 and 22620-A, issued March 1, 1990 and 
March 3 ,  1990, respectively, w e  authorized the utility to 
collect increased water rates on an interim basis, subject to 
refund with interest, pending the outcome of  this proceeding. 
Since the final revenue requirement for the water system is 
larger than the interim water system revenue requirement, no 
refund o f  interim water rates is required. 

&vir- . . .  

Stipulation 35, which we accepted, states that service 
availability (plant capacity) charges Should be implemented f o r  
the Chuluota wastewater system and adjusted for the Florida 
Central Commerce Park, to be consistent with Rule 25-30.58.0. 
Florida Administrative Code. However, the stipulation did not 
address the specific level of service availability charges. 
The utility's position is that the service availability charges 
resulting from the stipulation should be designed t? generate 
the minimum levels of  CIAC rather than the maximum. We 
recognize that the utility did not reqaest a change in its 
water service availability charges. However, it is our  policy 
to review service availability charges when a company comes in 
for a rate case so w e  can determine whether the utility's 
contribution levels are appropriate and consistent with our 
rule. 



- 
9:306 FPSC CITE as 90 FPSC 

ORDER NO. Z3S11 
DOCXET NO. 890868-WS 
PAGE 29 

Upon review of the utility's water. service availability 
charges, we Eind that no adjustment is necessary. Of the four 
wastewater systems contained in the utility's filing. we will 
make no changes to the existing service availability charges 
for the Apple Valley and Meredith Manor systems. We will, 
however. implement and adjust, respectively. the charges for 
the Chuluota and Florida Central Commerce Park wastewater 
Systems in order to achieve the mazimum CfnC 'level of 75 
percent a s  set forth in Rule 25-30.580, Florida Administrative 
Code. 

A new wastewater treatment plant has been built to replace 
the old Chuluota plant. This system has no existing plant 
capacity charge. In o r d e r  to achieve the 75 percen: 
contribution level in conformance with our rule, we find that 
the utility should charge a plant capacity charge of S2,JJo per 
E X ,  with an ERC equalling 250 gallons per day (,gpd) for 
residential customers. For all 6thers. the charge 1s $11.04 
per gpd. The utility should continue collecting the existing 
service line installation Eees shown in its tariff. If we w e r e  
to accept the utility's position of usinq the minimum CIAC 
level permitted by the rule, this system would be 7.70 percent 
contributed. Such a very small contribution l e v e l  would be 
contrary to the intent of our  rule. The purpose of CIAC is to 
reduce the utility's investment and thereby keep service cates 
within a reasonable range. which benefits the utility's 
customers over the long term 

The Florida Central Commerce Park wastewater treatment 
plant serves a n  industrial park. The existing plant capacity 
charge is $350 per ERC. 

At hearing, utility witness Lewis testified that the plant 
capacity charge should be increased from the present $350 per 
ERC level. He further testiEied that the long range effect on 
wastewater rates would be to lower them if the plant capacity 
charge were increased. HDWBYB~. witness Lewis further 
expressed his concerns regarding a substantial increase in the 
plant capacity charge. He stated that the utility was now 
having problems getting the CUStomeZs to abandon their septic 
tanks and hook-up to the utility's wastewater facilities at the 
present plant capacity charge Of $350 per ERC. 

Utility witness Lewis further testified: 'My concern is 
that if we don't Come up with some kind of additional plant 
capacity fee. that keeping uniform rates. which we requested in 
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this rate case, would, put more exposure on Apple Valley and 
Meredith Manor customers. So the alternative is. as  you s a y .  
to increase the CIAC pdrtion of these plants to back off the 
revenue requirement for everyone." 

This witness further testified that, under the uniform 
rates proposed in the utility's application, the Apple Valley 
and Meredith M a n o r  systems would be subsidizing the Chuluota 
and Florida Central Commerce Park systems, and it was this 
cross-subsidization impact that w a s  a factor in the utility's 
stipulating t o  an across-the-board increase Of 2 0  percent. 

Upon consideration, w e  do not believe that Florida Central 
Commerce Park should be treated differently than any other 
wastewater system. Accordingly, the present plant capacity 
charge of $350 must be increased. In order to achieve the 
maximum CIAC l e v e l  of 75 percent, the appropriate charge is 
$ 1 , 4 3 5  per ERC, with an ERC equalling 2 2 0  gpd. For a l l  others, 
the charge shall be $6.52 per gpd. If w e  were to implement the 
minimum CIAC level, this system would be 3 4 . 9 3  percent 
contributed. In addition, the same service line fees 
applicable to the Other three wastewater systems shall be 
established for this System. 

The service line fees a r e  set forth below: 

L W E  

- 
Short Service Line (Note  1) - 
Long Service Line (Note 2 )  - 
Long Service Line (Note 3 )  - 

- $ 350 
- $ 450 
- $ 650 

Note 1: Short se'rvice Line - Tapping into the wastewater 
collection main located on the same side of the street as 
property to be served. 
Note 2 :  Long Service Line - Tapping into the wastewater 
collection main located on the opposite side of an unpaved road 
o f  the property to be served. 
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Note 3:  Long Service Line - Tapqing into the wastewater 
collection main located on the opposite 5ide of a paved road of 
the property to be served, requiring jacking or boring the 
service line under the street. 

The approved service availability charges should become 
effective for all connections made on or after the stamped 
approval date on the revised tariff sheets. The revised tariff 
sheets will be approved upon staff's verification that the 
tariffs are consistent with the Commission's decision and the 
proposed service availability charge notice is adequate f a r  
those parties known by the utility who will be affected by the 
change. 

fillawan- for Funds Puident 1~ I n v e s t e d  iAF PI1 mu- 
The AFPI charge is designed to allow the utility to recover 

a fair rate of return on the portion of the plant facilities 
which were prudently constructed. but exceed the amount 
necessary to serve Current CUStomerS. The utility requested 
AFPI charges for its Chuluota and Florida Central Commerce Park 
systems. Stipulation 37 provides that since the utility agrees 
with the AFPI methodology and agrees to the used and useful 
percentages for the Chuluota and Florida Central Commerce Park 
wastewater systems, the AFPI amounts a r e  €all-out numbers. we 
have calculated the AFPI charges based on the audited actual 
costs of $1,035,945 for the Chuluota system and $1,372,667 for 
the Florida, Central Commerce Park system. Howevec ,  since 
$479.413 of plant for the Florida Central Commerce Park system 
w a s  contributed by the seller of this system. w e  have excluded 
this plant from the AFPI calculation because it does not 
represent an investment of the utility. This amount would be 
excluded from rate base in the ratemaking process. and the 
utility would not be allowed to earn a return on this 
contributed plant. Therefore. it is appropriate to exclude 
this amount from the AFPI calculation. Similarly, since 
a d v a n c e s  for construction do not represent an investment of the 
utility and are excluded from earning. a rate of return in the 
rate base calculation. advances €01  construction totalling 
$400,000 have been excluded from the AFPI calculation. 
Therefore, based on these adjustments and the used and useful 
percentage of 20 percent for the Florida Central commerce park 
system, the amount of non-used and useful plant eligible to 
accrue AFUDC has been Calculated to be $433,254. The Chuluota 
plant was determined to be 3 9  percent used and useful. 
Therefore, the amount Of "on-used and useful plant eligible to 
accrue AfUDC was calculated to be $742.496 for the Chuluota 
sys tem. 
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The calculation of the AFPI charges for the Chuluota and 
Florida Central Comme,rce Park systems is shown on Schedules 
N O S .  5 and 6, respectively. The Cost of the qualifying 
assets is the net p l a n <  cost removed from the rate base. The 
capacity of the qualifying asset is that portion left over 
after considering test year consumption, fire flow, and margin 
reserve and the number of future customers is calculated based. 
on the remaining capacity and the average usage of the current 
~ustomers. The charge for the Chuluota system shall begin a t  
$ 4 6 . 2 5  in April 1990 and accumulate to $3,197.04 over a five 
year period. The charge for the Florida Central CommeICe Park 
system shall begin at $20.07 a t  December 1989 and accumulate to 
$1,372.75 over a tive year period. While the utility is n o t  
prevented from collecting the charge after five years, after 
five years, the amount should remain fixed a t  the five year 
level. After the utility collects the charge from 2 4 4  ERCS for 
the Chuluota system and 3 4 7  ERCs for the Florida Central 
Commerce Park system, the charge should be discontinued. 

During the course  of this proceeding, the issue w a s  raised 
regarding whether a charge should be implemented for s p r a y  
irrigation and who should pay the charge if one is implemented. 

The utility supports the establishment of a rate for 
treated effluent far spray irrigation. Its position is that 
this charge will reduce the charge for wastewatec by the amount 
of revenues to be derived for effluent water and that the 
charge should Only be applicable to the Florida Commerce Park 
system because none of the other systems have in place the 
necessary piping to transport effluent to individual property 
owners for use. In the future, it would be t h e  intention of 
the utility to review the opportunity for expanding effluent 
disposal where cost effective. This will reduce the Cost to 
the individual property owners in that they will not have to 
use and pay for potable water for irrigation purposes and, 
therefore. is a positive conservation effort on the part of the 
'utility. 

We believe a charge for spray irrigation is appropriate and 
have approved Stipulation 38 which explains how the charge 
Should be developed. The only item absent at the time of the 
stipulation was the number of sprinkler heads to be used in the 
calculation. O u r  staff has received this information from the 
utility and we hereby develop the charge, which we find to be 
reasonable, a s  shown below. 
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1 m . a  
51.16 

11027 
41.56 
39.10 
5TW 

l l 0 X  
58.57 

31.11 

7428 

7am 

M n  
80.13 
39.06 
=Sa 
4535 
53.86 

168.14 
65.65 
10.12 

101.33 
53.58 

68.76 

1.476.W 
3,344.01 

29.626.49 
6.445.M 
2746.36 
2523.03 
3089.76 
3.152W 

31.3M.W 
1Z69.70 
9,650.34 
8,43424 

1Z450.15 
4.01 5p8 

15.513.M 
4.BBs.W 
2.00450 

10.929.35 
8,585.60 

10.32U4 
1203.M 
7.165.85 
591.74 
w.12 

936.34 
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SOUTHERN STATES unLinEs 
COMPARISON OF STANBALONE RESIDENTIAL BILLS 

WHEN SORTED BY TREATMENTTYPE AND % ClAC TO PLANT 
PROJECTED TESTYEAR - 1996 (As Filed) 
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81 
85 
68 
61 
fa 
fa 
m 
n 

n 
n 
74 
71 
76 

76 
73 

n 

m 
a 
62 
81 
81 
85 
fa 

fa 

Io 
si 
9 
03 
94 
% 
I6 
97 
93 
a 

87 

ea 

im 
io1 

im 
I@ 

1C4 
101 
I 0 1  
107 
rm 
i m  
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 

1298 
ys 
561 
615 
m 
566 
99( 

147  
pn 

1120 
781 

1117 

m 
2101 
(mi 

Wl 
l M  
101 

llm 
4n 

281 
lam 
5i3 
m 
12 

imi 

I m7 

a 
a 
a 
a 
a 
a 
a 
a 
a 
N 
N 
N 

IF 
IF 
IF 
IF 
IF 
IF 
IF 

Ls 
Ls 
Ls 

Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 
Fw 

1 8  
121 Tohl FPSC Residential 
ln Avenge FPSC Residmtial 

m RO 
2611 ROdlS 

gl 

21 
1 4  
393 
144 
131 
131 
484 
08 

1.103 
IS 
356 

7,588 
- 

210 
56 
lZ 
a 
2(8 
n 

3.1FZ 
113 
111 
111 
139 
244 

4,ms 
- 

7m 
6,144 

S W  
- 

n,m 
7 . w  

118.121 
325296 
57,743 
faP 
46.7ll 

1w.657 
4,1252lO 
m7m 
135,137 
137.118 

1 O P l W  
- 

73.570 
247874 
Seopeo 
31192 
82316 

138.014 
10.607 

1,431,411 
- 

w,w 
9mm 
73734 
- 

ii,mz,ni 

1,139,018 
zapl 
M,Ml 
11.139 
n.w 

245.512 
1,88*,3n 

nw 
1m.w 
3.m 
31261 

131.26 

3,128,186 
- 

4,m9.1% 
39,676,120 

u.fa7.624 
- 

11.399 
i,~n 

n,m t 
67.m 
13,805 
16,516 
11,m 
44.a 

1,171,325 

ss,m 
74.3% 

1,811,w 

m,m 

1.7m 
6 s  

1 W  
ZW,W 

415.131 

3,517,757 

10,657 
288 
7 2  
216 

2.747 
29.m 

287.ffl6 
6,743 
38,014 
15.198 
17,410 

116;xQ 

525.m 

1 4 . W  
1- 
199% 
m.m% 
nmx 
2421% 
2497% 

28.35% 
am 
U.Sk* 
a m  

n m  

31815 

0.94% 
094% 
1 . m  
1.94% 
S97% 

11.61% 
15.15% 
24.85% 
36.76% 
45.35% 
50.61% 
67.1% 

14.08% 

6.94% 
11.36% 

l3m 
81.w 
48.73 
2818 
3 7 M  
31111 
24.81 
5617 
43.53 
37.g 
53.12 
n.61 

2.31 7.63 
I 67.84 

leg11 
81.41 
61.55 
m m  

11125 
4824 

101.50 

m.m 
$ IQ;y) 

lU230 

8126 

240.46 
t a 1 5  

12694 
4.56 
38.73 
u).W 
41 21 

61.M 
73s 
38.53 

3281 

56m 

in69 

n.38 

30.111 

n 7 s  
t SlISo 

OBlY 
M.61 

151.45 
t En 

3,mn 
1.135.88 

682220 
11270.16 
5463.38 
4.mE4 
3924.W 
n,ma 
4.631.14 
4 5 m x  
5577.w 

l02W.42 

3n.w.82 
I t  48.n j 

7 , m m  
10,784S 

24,38555 
9,63214 

16.910.0) 
3.69920 
W.W 

7 3 m u  
Lt rn 

31.scB4 
516.59510 
51,W.fa 

m.947.38 
Is 91s 

26,657.4 
3pis.m 
4,818.75 
251720 
9.61280 
5813.13 

21391128 
8,868.cQ 
4 ~ 7 6 8 1  
6,64246 
4.5M76 
7,32732 

rnPf f i .W 
[ s  MA7 I 

fa,368M 
335,523.81 
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EXHIBIT ELL-14) 
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SOUTHERN STATES u m m s  

PROJECTED TESTYEAR - 1996 (As Filed) 

COMPAREON OF TREATMENT TYPES AND STAND-ALONE RESIDENTIAL BILLS 
WHEN SORTED BY % OF ClAC TO PLANT 

(11 (2) (3) (41 (5) (8) m (8) (91 
Apprx. Uniform Rate 

(Welghted Avg.) 
Stand-Alone Residential 

Bill @ 10,WO 
No. of Net Plant Net ClAC 

Ll"e Plant Treatment Customers (EXCIDBprm (Excl Amon 
No. PlaniName No. Type and NUU) andNUU) @ 10Kgallons (1) gallons (2) 

Blli - 98" 
%of ClAC to Plant 

FPSC Resldenilal 
1 LakeviswVilks 1054 CL 
2 Hamany Homer 326 CL 
3 EaslLakeHank Estates 557 CL 
4 Palm vai1ey 2301 
5 Lakecow*"Pah 104 
6 Daewler Shores 105 
7 Kingrwaod 1701 
6 Palms Mobile Home Pah 559 
9 sansprtngs 1115 

10 FemPah 324 
995 11 Lakede 

12 HermlsCova 438 
13 MOmbgvlaw 562 

. .  

14 CUailRidge 578 
15 HCbbyHIS 558 
16 OruidHilk 334 
17 Palmdes CoumwCbb 579 
I6 Dol Ray Manor 336 
19 Tro(lh1Pah 781 
20 skycrest 551 
21 LakeBrandey 325 
22 Silverlake Oaks 473 

24 Keystone Club Estates 1279 
25 GoldenTewca 992 
26 Chuluala 335 
27 Valenck Terrace 554 
26 Keynone HeWhlr 1094 
29 Merednh Manor 330 
80 Bay lake Ellales 734 
31 Wskka 447 
32 BUmtSlOre 2202 
33 lnlelCeSlon C E Y  780 
34 FemTerace 552 
35 HaUdayHeigMr 121 
36 Imperial MObileTerraCe 570 
37 PO~lmaSlerVllbge 1W5 
36 SunnyHlk 2801 
39 RtverPah 439 
40 c a m  visge 555 
41 oakwwd 1702 
42 
43 
44 
45 
46 Wwlem 446 
47 Roremam 988 
46 St JohmHighbndr 471 
49 RiverGravs 442 
50 Mac0 l s h d  2601 
51 Beechdr Point 472 
52 PalmPon 440 

n P I ~ ~ ~ W O O ~ S  553 

Told. 10s than 10.00% CIAC 
Avg . Less than 10.00% CIAC 

Fw 
Fw 
Fw 
pw 
IF 
CL 
AIS 
IF 

AIS 
CL 
CL 
CL 
AIS 
CL 
AIS 
CL 
CL 
AIS 
AIS 
AIS 
CL 
CL 
AIS 
CL 
NS 
NS 
CL 
AIS 
RO 
CL 
CL 
CL 
CL 
CL 
AIS 
AIS 
CL 
Fw 

- 

CL 
CL 
AIS 
NS 

RO 6 LS 
Fw 
AIS 

12 
83 

176 
210 
86 

125 
62 
56 

119 
182 
Ea 

1 74 
37 
18 
96 

249 
80 
81 

546 
115 
67 
29 

168 
162 
106 
Ea4 
365 

1,004 
651 
74 

139 
700 
258 
125 
53 

241 
160 
437 
359 
148 
2W 

6,704 
- 

25 
129 
64 

105 
6,144 

47 
106 

12,898 
80,069 

507.261 
1,139,046 

28,221 
54,641 
11,139 
73,570 

347,780 
331,362 
247.674 
181,031 

93,727 
41,739 

260,760 
251,275 
73,213 

626,186 
319,148 
155,273 
74,707 

224,201 
183,365 
109,399 

1,535,209 
193,140 
783,153 
752,472 
55,199 

113,075 
4.009.195 
m.698 
95.406 
79,555 

270,982 
233,972 
695.064 
176,159 
362,295 
27,565 

15,094,620 

77,758 

28,746 
281,582 
49.768 
88.495 

39,676,429 
245.512 
111,551 

0 
379 

3,650 
10,657 

266 
752 
216 

1.708 
8,237 
7.863 
8,205 
5,260 
2.280 
2.770 
1,361 
9.071 
8,882 
2.657 

23.227 
12.329 
6,125 
3.395 

10,457 
6.596 
5,836 

83,205 
11,410 
18,698 
48,225 
3.697 
7,725 

278,200 
14,447 
6.727 
5.742 

20.948 
16,756 
56.690 
15.501 
34,182 
2,747 

799,081 

3.189 
31,374 
5,587 

10.034 
4,515,062 

29,M3 
13,677 

O.M% 
0.47% 
0.72% 
0.94% 
0.94% 
1.38% 
1.94% 
2.32% 
2.37% 
2.37% 
2.50% 
2.91% 
2.98% 
2.96% 
326% 
3.48% 
3.53% 
3.83% 
3.71% 
3.86% 
3.94% 
4.54% 
4.66% 
4.69% 
5.33% 
5.42% 
5.91% 
6.22% 
6.41% 
6.70% 
6.83% 
6.94% 
6.99% 
7.05% 
7.22% 
7.73% 
8.02% 
6.16% 
8.80% 
9.43% 
9.97% 

529% 

11.09% 
11.14% 
11.23% 
11.34% 
11.38% 
11.81% 
12.44% 

123.00 
53.06 

169.48 
126.94 
40.66 
38.79 
40.60 

166.11 
54.16 
18.93 
81.41 
99.90 
74.26 

140.22 
41.56 
31.05 
39.40 
45.40 
57.29 

110.38 
70.81 

140.84 
46.26 
59.57 
78.26 
63.66 
34.1 1 
31.44 
30.93 
54.27 
66.67 
96.84 
W.13 
39.08 
5650 
45.35 
53.66 
68.46 

125.40 
68.76 
4121 

2958.11 
$ 72.15 

158.14 
55.55 
81.34 
58.04 
54.61 

123.69 
58.21 

1,476.00 
3.344.04 

29.628.46 
26.657.40 
3,515.68 
4.846.75 
2.517.20 

10,794.36 
6.445.04 
6,905.26 
7,001.26 

17,38260 
2,718.36 
2.5n.96 
3,989.78 
7,731.45 
3,152.00 
2,769.40 

31,334.92 
12,698.70 
4,744.27 
4.034.36 
6,107.68 
9,650.34 
6,454.24 

43,513.44 
12,450.15 
31,565.76 
20,135.43 
4,015.98 

12,047.13 
68,369.04 
15,513.54 
4.865.00 
2.994.50 

10,929.35 
8.585.60 

29,917.02 
45.016.60 
10.327.44 
6,612.69 

553,671.40 
L$ 63.61 1 

4.2LU.50 
7,165.95 
6,832.56 
8,094.20 

335,523.84 
5.613.43 
7,018.26 
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EXHIBIT ELL-14) 

PAGE 2 OF 3 

SOUTHERN STATES UTILITIES 

WHEN SORTED BY % OF ClAC TO PLANT 
PROJECTED TEST YEAR - 1996 (As Filed) 

COMPARISON . OF TREATMENT TYPES AND STAND-ALONE RESIDENTIAL BILLS 

15) (6) m 18) 191 
Apprx. Uniform Rate 

(Weighted Aug.) 
Stand-Alone Resldentlal 

Bill - 5iE" Bill@ 10,000 
Net Plant Net ClAC 

and NUU) and NUUJ @J 10Kgallons (1) gallons (2) 

% of ClAC to Plant 

(Excl Deprec (Excl Amon 
No. of 

Customers Llns Plant Treatment 
No. PlantName No. Type 

20.913 
1,251 
19.191 
15,288 
11.399 
287.036 
94,831 
519.691 
1.471 

1.095.1 17 
23.611 

53 OakForest 993 
54 StOneMoumaIn 565 
55 lnmtiactmnlakeES1211es 470 
56 P o m o ~ P a K  443 
57 Geneva Lake Eaalsr 1298 

59 Poio1c?wwds 987 
58 DeepCreek zM1 

60 CRNB Spm@ 90s 
61 FhndlyCemer 556 
62 Ma!banOaks 1106 
83 VenelbnVillaga 567 
54 
65 Total. 10,04%. 2O.W% CIAC 
66 AVg .10.00%- 20.04% ClAC 
67 
68 MarcoShores 2w2 
69 Leibni Heurns 675 
70 Silver Lake Estals 574 
71 FoxRun 679 
72 Lake AYy EsIaler 773 
73 Lake Harriet Estates 323 
74 Flrhermarfr Haven 673 
75 Ptdda Island 564 
76 JungleDen 1802 
77 SptingOardens 994 
78 apactmshores 990 
79 &pievalley 332 
60 Zephyr Shares 1427 
81 PineRWe 907 
82 PalmTenace 1429 
83 
84 Total-20.04%-30.W%CIAC 
85 Avg .20.00%. 30.00% CIAC 
86 
87 Lehgh 2901 
66 GrandTerracs 575 
89 LisureLaker 2401 
90 BBaconHillS 886 
91 
92 Tolal-30.00% -4O.OOXCW.C 
93 Avg .30.00%. 40.00% CIAC 
94 

96 Denona 1806 
95 Rernlngton ForBst 23.32 

97 w w n g  763 
98 Fountalm 772 
99 woadmere BBB 

1W Holiday Haw" 573 
101 BYdMVenURLaks 765 
102 
103 Total -40.00%. 50.04% CIAC 
104 Avg-40.W%-SO.OO%CIAC 
105 

CL 
CL 
AIS CL 

CL 
Fw 
IF 

AIS 
CL 
AIS 
CL 

187,512 
9,738 

140.823 
1M,742 
n.618 

1,889,372 
599,698 

3,124,044 
7.898 

5,488,734 
118.121 

1248% 
12.65% 
13.63% 
14.46% 
14.89% 
15.1% 
15.78% 
16.64% 
18.62% 
19.95% 
19.99% 

40.42 5,941.74 
105.39 843.12 
51.31 12827.50 
US8 9,269.34 
33.53 3.118.29 
67.04 213,321.28 

38.65 74,W.05 
M.08 1.13568 
57.79 161.638.63 
48.73 6,822.20 

67.55 24,365.55 

147 
8 

250 
1 73 
93 

3.182 
361 

1,917 
21 

2,797 
140 

15,729 52,213,341 6,698,726 1,225.65 886,047.12 
12.83% I 58.09 1 $ 56.33 I 

Ls 
CL 

308 
396 

1,449 
107 
104 
284 
144 
134 

S61.498 
325,396 

341.332 
276,846 
130,164 

S a P 6  
27.133 
46.71 1 
82.316 

730,936 
160.857 

279.706 

1,409,433 

57,749 

4,125,230 1 

195,942 
67,054 

296,622 
75,720 
62,189 
29,335 
13.605 
16.516 
6,743 

11,664 
20,914 
188,902 
44,826 

,171,325 
80,561 

20.38% 
20.61% 
21.05% 
22.18% 
22.46% 
22.54% 
23.91% 
24.21% 
24.85% 
2437% 
2541% 
25.84% 
27.87% 
28.3% 
28.8G% 

102.30 
28.46 
20.40 
90.02 
94.83 
30.25 
37.94 
34.81 
79.54 
24.81 
111.25 
25.12 
56.17 
43.53 
37.92 

31,508.40 
11,270.1 6 
29,559.60 
9,63214 
9.463.00 
8,591.00 
5,483.36 
4,664.54 
8,988.02 
3,324.54 
16.910.W 
24,692.96 
27.186.28 
40.831.14 
45,238.56 

AIS 
IF 

AIS 
AIS CL 

GL 
Fw CL 

IF 

113 
134 
152 
983 
484 
938 

1,193 

6.91 9 

AIS 
CL 
CL CL 

9,023.535 2.292.1 19 817.35 277.343.70 
2529% 1 51.49 Ls 40.08 1 

LS 
Fw 
AIS 
AIS 

9.079 9,273,000 2,906,684 31.35% 56.90 
103,567 38,074 36 78% 38.53 
140.834 54,382 38.60% 79.34 

4,455.692 1,766,103 39.64% 24.36 

516.595.10 
4,27583 
19,279.62 
77.416.08 

1 1 1  
243 

3.178 

12.611 13.9J3,OSa 4,765,223 199.13 617,567.63 
34.10% $ 49.78 I $ 4897 I 

AIS 
AIS 
CL 
AIS 
AIS 
PN 

87 
23,911 

105 
34 

1,189 
111 

9,176 

139,147 56204 40.39% 49.49 
16,493.528 6,855,814 41.57% 20.86 

135,437 59.m 43.58% 53.12 
240.536 108,972 45.3m 245.92 
863,615 391.334 45.31% 21.50 
33.M9 15,198 4635% n.86 

5,370,996 2.534.468 47.19% 27.36 

4,30553 
498.763.46 
5.577.60 
8,361.28 

25.563.50 
8,642.46 

251,055.36 

34,613 23,276,769 10,021,019 498.11 802.289.29 
43.05% S 10.87 IS 23.18 I 

2 013 
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SOUTHERN STATES UTILITIES 

COMPARISON OF TREATMENT TYPES AND STAND-ALONE RESIDENEAT BILLS 
WHEN SORTED BY % OF ClAC TO PLANT 

. 

PROJECTED TEST YEAR - 1996 (As  Filed) 

Llns 
No. - 

106 
107 
108 
1W 
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 
130 
131 
132 
133 

A p p ~ .  Unlform Rale 
(Welghted Avg.) 

Stand-Alone Resldentlal 
Bill @ 10,OW 

and NUU) and NUU) @ 10Kgallons (1) gallons (2) 
Bill - 518" 

% ol CIAC to Plant 
No. of Net Plant Net ClAC 

Plant Treatment Customers ( ~ a c i ~ e p r e c  (Err1 Amm. 
Plant Name No. Type 

122 FW 139 54.264 17,410 y1.81% 32.84 4,564.76 Wanmora 

989 AIS 2,622 3,424,194 1,773,532 51.79% 18.88 44.25936 SugarMlR WoOm 

%car MM Is01 LS 638 797.734 415,131 52.04% 81.26 51.843.88 
1117 CL 366 137.1 18 74,321 54.2m 27.87 lO.xyI.42 ClW Pa* 

pine Ridge EStalBS 7@ AIS 218 333,250 184.365 55.32% 46.01 10.030.18 

TOIal~5O.OO%-8O.OO%CIAC 
AVg. 50.00%. 80.00% ClAC 

3,983 4,726,559 2,464,759 204.86 120,898.60 
5215% S 40.97 I$ 30.35 I 

CFpalRiverHighlandr 984 IF 80 138,014 82,724 60.8% 46.24 3,699.20 
unlvesny Shares 105 AIS 3,890 3,807,693 2,578,131 67.86% 20.33 79.01u.70 

T~lal.SQ.CQ%. 70.CQ%ClAC 
Avg - 60.00%. m.Oo% CUC 

3,970 3,943,707 2,658,856 6657 82,782.90 
674% $ 3329 I S 20.85 J 

Gospel Island Enales 986 IF 8 10,607 7.874 74.23% 105.50 844.00 
k l l a  lsland 1518 AIS 1.757 2,423,209 1.820.303 75.127~ 15.58 27.374.06 

Total. 70.W%. 80.00% ClAC 
Avg .70.00%. 80.00% CIAC 

1,765 2,433,816 1,828,177 121.08 28,21805 
75.12% S 60.54 I $ 15.99 I 

Enterprise 1807 FW 244 134,216 116.902 67.10% 30.03 7,327.32 

ToIal.8O.OO%. lOO.OO%CIAC 
Avg.8O.W%-1OO.OO%CUC 

Total WSC Resldential 
Average FPSC Resldential 

244 134,218 116,902 30.03 7.327.32 
87.10% S 30.03 I S 30.03 I 

88538 $ 124,819,857 $ 31,634,881 6,118.89 3,376.1 46.02 
25.54% s €4.41 I S  38.13 

- - 
Tredmsm TYPO: 

AIS AorsllordSlorage 
IF Irn" Fllllrallo" 
pw Purchased Waler 
RO R a w s  Osmods 
LS Lime sonening 
CL Chlorlnallon 

Noln - The folak lor each calagorf are bassd an: 
(1) Simpk Amage (Tolal ol an plams I Number 01 Marts) 
(2) Weohled average whichapqmximakra urUlom rale (rolal olallplantrwelghled bynullberolcuslomerriTolalNumberaf Cuaomerr). 
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SOUTHERN STATES UTILITIES 
COMPARISON OF PROPOSED FINAL CONVENllONAL AND REVERSE OSMOSIS UNIFORM RATES 
DOCKET NO. 950495-WS 

Reverse Osmosis (R.O.) 

Line 
Uniform Stand-Alone 

Conventional Uniform Marco Burnt 
- No. Description (95 Plants) R.O. Island Store 

1 Basecharge 

2 Gallonage Charge 

3 ,Bill @ 10,000 Gallons 

$9.1 7 

$2.1 6 

$30.77 

$23.62 

$3.27 

$56.32 

$23.51 

$3.1 1 

$54.61 

$24.94 

$7.1 9 

$98.84 

3120/968:14 PMRAT-C0MP.XL.S 



DOCKET NO. 950495-WS 

Application for rate increase by 

SOUTHERN STATES UTILITIES, INC. 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DESCRIPTION. . 

Ludsen Deposition on November 14, 1995: 
Late Filed Exhibit No. 4 -- 

Anticipated Reduction in Operating Expenses 
From Conservation Program 



DEPOSITION LATE FILED EXHIBIT NO. 4 
OF 

FORREST LUDSEN 

(REQUESTED BY ROSANNE G. CAPELESS, ESQUIRE 
FLORIDA PUBLIC SERVIm COMMISSION STAFF) 

ANTICIPATED REDUCTION IN OPERATING EXPENSES 
FROM CONSERVATION PROGRAM 



DEPOSITION LATE FILED EXHIBlT NO. 4 
OF FORREST LUDSEN 

ANTICIPATED REDUCTION IN OPERATING EXPENSES FROM 
CONSERVATION PROGRAM 
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57Q R. PomcOrp. 05721 49170 12 0 12 318' 3.80% 

12 0 12 44 27.27% 
QlalBdm 

rn m. pam cap. 41131 urn - 
989 M.PowerCarp. lsa?SO5330 
SBS R . m r c a p .  2316474452 
989Fh.Pomcap. 1954688693 
989 R. Power Carp. 19545 44887 
989 R. Powu corp. 22872 40422 

12 183 175 
12 0 12 

630 27.78% 
135 8.Llgx 

12 160 172 570 30.18% 
12 194 206 814 2591% 
12 €a 00 524 15.27% 
80 585 645 2.673 24.13% 

blwawxl 
2601 R.Power6-1 0349738161 38 0 38 38 100.00% 
2601 M. Power 6 Light 22646341% 10 0 10 10 100.00% 

2601 Fla.Power6lighl 0113133318 38 0 38 38 1w.oOx 
2801 R.Power6LQhl 0114131345 41 3.250 3.291 6.654 49.46% 

2601 LeeCountyElecL 9109160125 15 275 290 1,951 14.86% 
2601 LeeCounlyEM. 9109160073 15 270 285 2,460 11.59% 
2601 Leecoun(yuect. 9109180126 15 195 210 1.702 12.34% 
2601 LeeCountyElect 9109170246 15 285 3W 1,733 1791% 
2601 LeecountyEkcl. (no5080581 15 285 300 2,556 11.74% 
2601 Leecountyoect. 9205080585 15 290 305 358 85.67% 
2601 LeecwntyElecL 88501ooOo1 9 0 9 35 25.71% 
2801Leecountyuect. 8696MQooo 15 5.100 5.115 39.294 13.02% 
2601 LeeCMlntyEkcl. 8421650005 50 2,200 2350 13.881 16.47% 
2801 LeeCounlyEM. 842169oo03 50 250 300 323 82.68% 
2801 LrCantyElecL 8421700008 50 125 475 1.841 25.80% 

391 12.825 13316 72.652 l8.lOX 

4.140 34.63% 1.434 

2.400 3.80% 91 

460 27.27% 131 

8.618 27.78% 1.838 
1.418 8.8996 126 
5.988 30.18% 1.807 
8.551 25.31% 2.184 -. 
5.505 1527% e40 

28,080 24.13% 8,776 

444 
117 

77.Bo8 
444 

22.814 
28.788 
19,902 
M2a5 
29.888 
4.183 
409 

459.481 
159;7U 
3.777 

1w.oOx 
1 w.oo% 
4n.46X 

lW.W% 
14.86% 
11.59% 
12.34% 
17.31% 
1 1.74% 
85.67% 3.566 
25.71 X 105 
13.02% Sg.812 
18.47% 28.310 
0 2 . a ~  3.508 

444 
117 

38.483 
444 

3.391 
3,333 
2.458 
3.508 
3.508 

21.528 25.80% 5.554 
Mg.550 18.lOX 154,510 



EXHIBIT NO. g c f 9  

WITNESS: FORREST LUDSEN 

DOCKET NO. 950495-WS 

Application for rate increase by 

SOUTHERN STATES UTILITIES, INC 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

D ESCRl PTlO N: 

COMPANY RESPONSES TO OPC'S INTERROGATORIES 84, 
190,192 AND OPC'S POD 129 



SOUTHERN STATES UTILITIES. INC. 

RESPONSE TO INIFRROGATORIES 
DOCKET NO.: 950495-WS 

REQUESTED BY: 
SET NO: 
INTERROGATORY NO: 
ISSUE DATE: 
WITNESS: 
RESPONDENT: 

INTERROGATORY NO: 

OPC 
1 
84 
071 18195 

CARLYX HARPER KOWALSKY 
Carlyn Harper Kowdsky 

54 

List each system of the Company's that resells efffuent. indicate when the Company began reselling the 
effluent, and provide the gallons sold for yean 1989 ttvough 1994 and 1995 to date. 

RESPONSE: 84 

Attached as Appendix S4-A is a list of SSU's reclaimed water customers which have incurred a charge for 
reclaimed water to date. 

Tie Mainsail Commons Condominium Association purchases effluent from .Marc0 Island at the rate of 
$0.25/iOOO gallon. There is currently (as of 8/22/95) no Reuse Agreement. 

The Marc0 Shores Counuy Club purchases effluent from Marc0 Island at the rate of S0.2511000 gallon 
There is currently (as of 8/22/95) no Reuse Agreement. 

I 



Plant Name 
Reuse Customer 

Interrogatory +SA 

Gallons Sold Date the Sale of 
Reuse Began 

~ 

SSC does not record gallons sold at t ! s  
fadicv.. ?rrrsuant LO conhact, SSU 5d.k a 
!?at rate ior ?dl sFrinkler head. Tne 
iollowin~ is a list of Businesses .,viL-.in 
Fiorica Cenzal Commerce Park and +.e 
nurn’cer oi ;pxxkLer heads associated wi-LLI 
each ’cusL-.ess. 

.<<A awinrss Cmter - IO 
United ?xed Sewice - 2 5  

Firestone %12% ~ IS 
Storage E X  - 20 
Erxde:’ ?!i;..bilg Sup~ ly  - 71 
5 0 ~ t ~ C C ~  9.c. - 71 

St.  Lac;en :  Propeties - 78 

S I Go1L-m - 54 
Scxt  r ) e s i n  cf Sot-i~a.  b.c. - 40 

a 



- 
... 

>larco Island ~ 4larck11993 i993 - 6,37S,ZCO ; dons  

account on 2/10/C5 

scennan F. Fabiac.0 - oper.4 
x z 3 u n t  on 2/10, 53 

i thru C8/C8/95 - 3,245,300 
.\farce Island 
L [ & , F ~  C o m c r s  Conc!orri.-i.-m , 

3 3~ B Lawm Ser,.ices - dosed 1994 - 1 1 , 1 C O , 6 C O ~ d 0 ~  

thri 08/C3/95 - 2,479,000 g d m s  

>la.- 3, !$34 1994 - 1,%,3CO 

3 



SOUTHERN STATES LTILITES.  INC. 

RESPONSE TO INTERROGATORIES 
DOCKET NO.: 95W95-WS 

REQUESTED BY: 
SET NO: 
INTERROGATORY NO: 
ISSUE DATE: 
WITNESS: 
RESPONDENT: 

OPC 
6 
190 
09/15/95 
Carlyn Harper Kowalsky 
Carlyn Harper Kowalsky 

INTERROGATORY NO: 190 

For purposes of this request, please refer to the Company's response to O K s  interrogatory 84. Provide 
information analogous to that provided in this response for reuse customers that do not incur a charge and 
state why there is no charge. Also. with respect to the Company's response to interrogatory 85. please 
provide the rate charged to the reuse customers in each of the years 1989 through 1995 to date. 

RESPONSE: 190 

Attached as Appendix IW-A is a comprehensive chart of all customers that are provided with reclaimed 
water from the year 1989 - present. This presents the information in two p&%. The first portion of the table 
lists reuse customers that incur a charge for reclaimed water. The second pan of the table lists customers 
that do not incur a charge for reclaimed water. 

The following is a list of all customers that do not incur a charge for reclaimed water and the plan& that 
provide them service: 

1. 

PLANT 

Amelia Island Plant: 

n. Deltona Plant 

III. Point 0' Woods Plant 

CUSTOMER 

Amelia Links 
Long Point Golf Club 
Summer Beach 

Deltona Hills Golf & Counny Club 
Glen Abbey Golf Club 

The Moorings at Point O'Wocds 

W .  University Shores Plant Chapel Hill Cemetery 

These customers have nor incurred a charge for reclaimed water because SSU is obligated to provide 
reclaimed water at no charge pursuant to existing conaacrs with these customers. At the time SSU or its 
predecessor entered into these contracts, providing reclaimed water to these customers was the most cost 
effective and environmentally beneficial method of wastewater disposal availabie. As OPC is aware. no 
charge for reuse arrangements have been reviewed and approved by the Cornmission in the past. 

4 
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SOUTHERN STATES UTILITIES. INC. 

DOCKET NO.: 950495-WS 
RESPONSE TO REQUEST FOR PRODUCTION OF DOCUMENTS 

REQUESTED BY: 
SET NO: 
DOCUMENT REQUEST N O  
ISSUE DATE: 
WITNESS: 
REsPoNDLrn: 

DOCUMENTREQUEST: 

OPC 
1 
129 
07/18/95 
CARLYN HARPER KOWALSKY 
Carlyn Harper Kowalsky 

129 

Please provide a copy of all cosuknefit studies which address the Company's charges (or lack thereof) for 
effluent reuse. Rovide this for each customer that the Company provides redaimed warn. 

RESPONSE: 129 

Attached as Appendix DR129-A is a copy of the cosuknefir study that was done for the Timber Pines 
Reuse Project. ALSO attached in Appendix DR131 is a copy of the reuse conuacr with Collier County 
School Board which describes the cost justificadon for providing reclaimed water to the Tommy Barfield 
School at no charge. SSU initiated reuse service to the zhiainsail Condominiums in May 1994. The race 
charged is the me reflected in the applicable tariff for k o  Island reuse service. No cost/benefit study 
was performed. All other reuse charges previously have been reviewed and authorized by the 
Commission. SSU rerponses to prior OPC document requests on this subject in Docket No. 920199-WS 
are attached as Appendix DR129-B. 
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SOUTHERN STATES UTILITIES, INC. 

RESPONSE TO INTERROGATORIES 
DOCKET NO. 920194WS 

REQUESTED BY: 
SET NO.: 
INTERROGATORY NO.: 
ISSUE DATE: 
PREPARED BY: 

INTERROGATORY: 17 

FPSC 
1 
17 
Aug 26,1992 
Charles L Sweat 

Please identify all systems that provide effluent to golf courses or other commercial 
customers. For each system providing this type of service, specify who the effluent 
customer is, and the charge assessed, if any. 

RESPONSE: 17 

System 

Point O'Woods 
Amelia Island 

Florida Central Commerce 
Deltona Lakes 

University Shores 

Customer 

Point 0' Woods Golf Club 
Amelia Island Golf & Country 
Club 
Florida Central Commerce Park 
Dekona Lakes Golf & Country 
Club 
Glen Abbey Golf & Country Club 
Chapel Hill Cemetery 

Agreement between Deltona Golf and Country (D.G. & C.C.) and Southern States 
Utilities, Inc. (SSUI) requires the golf course to repay the capital improvement for 
the pumping station and holding tank at a rate equal to the D.G. & C.C. operating 
cost (electric power) at Qt per 1 ,OOO gallons over the 20 year l ie of the agreement. 

Chapel Hill Cemetery located in East Orange County and served from our 
University Shores WWTF is permitted to use effluent for irrigation purposes on 
approximately 70 acres. Chapel Hill is permitted for 0.285 MGD and is a portion 
of the total disposal capacity. There is no charge to Chapel Hill for this disposal. 

Florida Central Commerce Park has an approved rate of .126 per sprinkler head 
for each commercial establishment located within the industrial park. 

Point 0' Woods Golf Course is permitted by DER to dispose of treated effluent for 



irrigation purposes. Under Easement and Disposal Agreement dated July 20,1988 
allows SSU to dispose of 50,OOO GPD. No charges. 

Amelia Island : is permitted to dispose of treated effluent from it's waste water 
treatment facility at three golf courses located on Amelia Island Plantation. Namely, 
Amelia Island Links, Summer Beach, and Long Point. Collectively the three 
courses are disposing of the total daily flows of the treatment facility, which 
averages slightly over 600,000 GPD. No charge. 

Glen Abbey Golf & CC is permitted to dispose of an average of 420,000 GPD. No 
charge. 
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SOUTHERN STATES UTILITIES, INC. 
RESPONSE TO INTERROGATORIES 

DOCKET NO. 920199-WS 

REQUESTED BY 
SET NO.: 
INTERROGATORY NO.: 
ISSUE DATE: 
PREPARED B Y  

INTERROGATORY 19 

FPSC 
1 
19 
Aug 26.1952 
Charles L. Sweat 

For those srjtems which provide effluent to golf courses or other commerical customers 
but which do not charge for that service. please provide a detailed justification for the 
absence of a charge. 

RESPONSE: 19 

Chapel Hill Cemetery: there are no charges billed to the cemetery. The agreement to 
provide effluent to the Chapel Hill Cemetery was entered into by the owner's of the 
cemetery and Southern States Utilities February 19, 1985. Typically effluent disposal 
agreements of this nature are negotiated at no charge to the user. The University Shores 
.275 MGD WWTF facility was reaching copacity in 1982 due to growth in the area. The 
effluent of the ,275 MGD plant was permitted through the waste load allocation method 
of permitting surface water discharges (through the DER) and such discharges were no 
longer being permitted by DER where alternative disposal was available. SSU was 
planning o 1.0 MGD expansion to its wastewater treatment plant to accommodate 
development that required effluent disposal by land application. The utility investigated 
numerous sites. Acreage in the nearby vicinity of the WWTP ranged from $15,000 to 
S60,000/acre. Using a median price of $37,500/acre and needing 7O+acres would have 
required an investment of approximately S2.625.000. Also. major improvements would 
have to be factored into the price for effluent disposal. Thus, the Chapel Hill agreement, 
even at no charge to the cemetery, was the most Cost-effective alternative and in best 
interest of ratepayers. 

Point 0' Woods disposal to the golf course was in place and in operation at the time 
Southern States acquired the utility. In all probability the reasons for a no charge 
agreement are quite similar to the Chapel Hill scenario. 

From the time of development the effluent from Amelia Island was disposed of via a golf 
course, known as Amelia Links. This agreement was negotiated by the former owners. 
As the area grew in population, so did the concern of the utility for having availability of 
effluent disposal. Around 1985, Southern States applied to DER in Jacksonville for a 
surface water discharge. The permit application was denied. Fortunately, a second golf 
course coiled Long Point became ovailable for effluent disposal, and finolly most recently 
Summer Beach, which also will be using effluent. Had there not been this fortuitous 
situation, the utility would have faced another very expensive exercise in locating land. 

13 
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It must be noted that the utility only supplements the irrigation water for me goif courses. 
They have active wells and active CUP permits that supply the majority of the irrigation 
water. Therefore, there is no incentive for me owners of the courses to pay me utility for 
supplemental effluent water. 

A reclaimed water delivery agreement was negotiated and entered into on April 5, 1990 
by Deltona Utilities, Inc. and Glen Abbey Golf Club, Inc. The utility does not charge Glen 
Abbey for the effluent. Glen Abbey was unwilling to enter into an agreement 8 there was 
a charge for our effluent. It was essential that this land application be secured in order 
for the util i i  to meet a DER mandate (via consent order) to stop the discharge of effluent 
into Lake Monroe by November 1990. 



SOUTHERN STATES UTILITIES, INC. 
RESPONSE TO REQUEST FOR PRODUCTION OF DOCUMENTS 

DOCKET NO. 920199-WS 

REQUESTED BY: 
SET NO.: 
DOCUMENT REQUEST NO.: 
ISSUE DATE: 
PREPARED BY: 

OPC 
9 
175 

Charles Sweat 
o c t  oa, 1992 

DOCUMENT REQUEST: 175 

For purposes of this request, please refer t o  the Company's response to  Staff Interrogatory 
17. Please provide a copy of all costlbenefit studies which address the Company's charges 
(or lack thereof) for effluent reuse. Provide this for eachcustomer that the Company provides 
reclaimed water. 

RESPONSE: 175 

The Point of Woods Country Club was using reclaimed water at  the time Southern States 
Utilities, Inc. acquired it. Due diligence did not reveal any cost studies by the seller. 

The Amelia Island facility was providing reclaimed water to  two golf courses a t  the time of 
the acquisition. The due diligence did not reveal any cost studies associated with reclaimed 
water a t  the time of purchase. 

The Florida Central Commerce Park system was designed to  dispose of effluent on each 
commercial property being served at  the time of the acquisition by Southern States Utilities. 

Along with the Deltona Lakes Golf & Country Club a number of other sitss were investigated. 
The least cost alternative was determined t o  be the Deltona golf course. The golf course 
consisted of approximately 150 acres and a functional existing irrigation system that did not 
have t o  be purchased by Southern States and ultimately the rate payers. 

The Glen Abbey Golf & Country Club, once again, was the least cost alternative available to 
the utility. The utility needed this golf course in order t o  conclude the successful removal of 
the .9 MGD effluent from Lake Monroe. In addition, Glen Abbey has on site a three day wet 
weather storage pond that the utility was provided access to. And fortunately, contiguous 
to the Glen Abbey pond was a existing pond owned by others that the utility acquired. Thus 
completing the regulatory requirement that stated the utility had t o  have nine days of wet 
weather storage for approximately $120.000.00. The alternative solution for disposal would 
have cost the utility approximately $500,000.00. 

There was no cost study for the Chapel Hill cemetery per 
located across the street from our University Shores waste water facility. The cemetery 
consists of approximately 95 acres, which includes a holding pond of which effluent is stored 
and irrigated from. The alternative disposal method was t o  purchase large acres of land a t  
a extremely high cost. 

>L / The Chapel Hill cemetery is . 



EXHIBIT NO. 

WITNESS: FORREST LUDSEN 

DOCKET NO. 950495-WS 

Application for rate increase by 

SOUTHERN STATES UTILITIES, INC 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DESCRIPTION: 

LATE FILED EXHIBIT 2 TO MR. LUDSEN'S APRIL 9, 1996 
DEPOSITION 



Late Filed Exhibit # 2 For Forrest Ludsen Conceming Reuse Rates. 

Staff has requested information on plants where an agreement exists to provide reclaimed water for no cost The 
following table highlights those plants. 

Southern States Utilities, Inc. 
Forrest Ludsen Late Filed Exhibit # 2 
Reuse Customers With No Charge Contracts 

(1) (2) (3) (4) (5) 
Alternative Aqulntd 

LIne. Plant Customer Water Contract Disposal 
No. Name Name Sources 11 WIth Plant Problems 31 

1 AmeBa Island Amelia Island Llnks Go!! Course Supply Well Yes 
2 Long Point Golf Course 
3 Sl.I1lIT1er Beach Golf Course 
4 

5 De~ooa De~ooa Hills Golf and CoIl'1Iry ClLb Supply Well Yes 
6 Glen Abbey Golf Club, Inc. 
7 
8 Marco Island 21 Tommie Balfiald School None 
9 

10 Point 0' Woods Point 0' Woods Go!! Course SUpply Well Yes 
11 
12 University Shores Chapel Hill Cemetery, Inc. Supply Well Yes 

Note: In Docket 1920199-WS Ihe Florida Public Service Commission chose not to change revenues. 
(Marco Island was not part of docket 920199·WS). 

11 Supply wells were taken off Iirie as part of agreement 10 use reclaimed water. 
21 SSU has several water supply wells 00 Tommie Barfield School property and utilily easement was granted 

to SSU partly in exchange for no d1arge reclaimed water. 
31 Dellcna and University Sha..s are densely populated areas where large tracts of land are not readily 

available and/or very expensive. 

All of the no charge reclaimed water customers, with the exception of Tommie Barfield School, had their own supply 
wells. They agreed not to use them if we would provide sufficient reclaimed water to meet their irrigation needs. 

Disposal of effluent is of major concem. It takes very large tracts of land in order to have aspray field for disposal of 
reclaimed water. Our Deltona and University Shores plants are in densely populated areas where the price andlor 
availability of large tracts of land make acquiring suffICient land for disposal impractical. 

No charge contracts for reclaimed water were acquired along with both the Amelia Island and Point O' Woods plants 
and Tommie Barfield School on Marco Island has granted SSU easements in exchange for no charge reclaimed water. 

The language of the contracts with the no charge customers state that the utility is the benefiting party and the 
Commission. in Docket # 920199·WS, did not change revenues for them. 



SCHEDULE OF WASTEWATER RATES ~ 1996 
Summary of Proposed Rates for Proposed Unlfon 

Company: SSU I FPSC Jurlsdlctlon I Present Unlform 
Dahe l  No 850485-WS 
Schedule Ye- Endad 1U3IIBB 
Waler I I Wsrlwaler 1x1 
lnlenm 1 I Fnd 1x1 

Prerenl FPSC U n U m  1x1 FPSC Non-un~brm ] 
Prtlwed FPSC Unllwrn [xi 

IIIIIwMI 1 I Plqsded 1x1 

FPSC 
Schedule El-1 
Pago 8 01 19 
Pfepanr Bendnl 
Suppottima Schadulr E l 4  

27 
28 
28 
30 
31 
32 
33 
34 
35 
36 
37 
38 

38 
4 1  4 0  

42 
43 
14 
45 
46 
47 
48 
49  
50 

11267 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

34" 
I' 
1 - lW 
2 
3" 
4 
8' 
8 
lo" 
GALLONAGE CHARGE I MG 

All Gabnape $4 38 

-2l 
5/(1"x314 
314 
I" 
I . 112" 
2 
3" 
4" 
0 
(I" 

1 0  
GALLONAGE CHARGE I MG: 
AN Gallanags 

$0 w 
so 00 
SO 00 
sow 
$0 00 
$0 w 
$0 00 
so w 
$0 w 
$0 00 

SO 06 

I1  SS and P u W  Aulhodly are MI larrllled classes bul are dawn fepatalely on ihe 
21 There IS no billmg hislory Iw Dellona 
31 BY cotllracl. [ale cannol be changed 

$16.21 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

$5.61 

so 00 
$0 w 
sow 
so 00 
$0 00 
sow 
so 00 
so 00 
sow 
$0 00 

SO06 31 

E-2 and E-13 Scheduler The ,ales ern 

51758 
$17 59 
SI7 59 
$1759 
SI7 58 
5i759 
$17 58 
SI7 58 
$1759 
$17 59 

$5 69 

$0 00 
sow 
so 00 
so 00 

S O 0 8  31 

Ihe same as General and Munl Fsn~ty 



EXHIBIT NO. f zo  

WITNESS: FORREST LUDSEN 

DOCKET NO. 950495-WS 

Application for rate increase by 

SOUTHERN STATES UTILITIES, INC 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DESCRIPTION: 

LATE FILED EXHIBIT 2 TO MR. LUDSEN'S APRIL 9, 1996 
DEPOSITION 



Late Filed Exhibit # 2 For Forrest Ludsen Concerning Reuse Rates. 

Staff has requested information on plank where an agreement exists to provide reclaimed water for IX) wst The 
following table highlights those plants. 

Southern States Utilities, Inc. 
Forrest Ludsen Late Filed Exhibit I) 2 
Reuse Customers With No Charge Contracts 

(1) 

Line. Plant 
No. Name - 

1 Amlialsland 
2 
3 
4 
5 DeiiaM 
6 
7 
8 MarcoirlandZ 
9 

10 PdnlOWocds 

Yes 

svpply we4 Yes 

All of the no charge reclaimed water customers, with the exception of Tommie Barfield School, had their own supply 
wells. They agreed not to use them if we would provide sufficient reclaimed water to meet their inigafion needs. 

Disposal of effluent is of major concern. It takes very large tracts of land in order to have a spray field for disposal of 
reclaimed water. Our Deltona and University Shores plank are in den* populated areas where the price andlor 
availability of large bacts of !and make acquiring sufficient land for disposal impradhl. 

No charge contracts for reclaimed water were acquired along with both the Amelia Island and Point 0' Woods plants 
and Tommie Earfield School on Marco Island has granted SSU easements m exchange for no charge reclaimed water. 

The language of the contracts with the no charge customers state that the utility is the benefklng party and the 
Commission, in Docket # 9201 99-WS. did not change revenues for them. 



SCHEDULE OF WASTEWATER RATES - 1996 
SummaV of Proposed Rates for Proposed Uniform 

Company: SSU I FPSC Jurisdiction I Present Unlfom 
Dockel No 050495-ws 

27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Explsnalkm p r ~  8*-* of psmnl. weim 

__ NO ClarslMeisr Suo Proposed 1895 P m a d  1998 

and wpm rotos. SI~I. nrld.nli.1 ,,..sIo(y.l~, cep i, wIo oxl,lI, 
(4) (2) (5) 

(1) 
Line 

lnlsrlrn Rolw Fhwl Relsa PRwnI Rslea 

YB'XJN' 
314 $12.67 
1" NIA 
1 - 112 NIA 
2 NIA 

4 NIA 

B' NIA 
1 0  NIA 
GALLONAGE CHARGE I MG: NIA 

All Galhnsps 

$17 59 
$17.58 
$17.59 
$17.59 
$17.59 
$17.59 
$17.59 
$17.59 
$1759 
$17.59 

$5.69 

$16.21 
NIA 
NIA 
NIA 
NIA 
NJA 
NIA 
NIA 
NIA 
NIA 

3' NIA 

6" NIA 

$561 $4.39 

EEIluu.ILLBpllpI?LY WB'r3IV 
sow 
50.w 
50.w 
so 00 
50.w 
so w 
50.00 
so 00 
so 00 
50.w 

314. SO w 
I' sow 
1 .  IIZ' so 00 
2 s0.w 
3' so 00 
4' f0.W 
B' $0 00 
8' $O,W 
lo" so w 
GALLONAGE CHARGE I MG: 

sow 
sow 
so 00 so 00 

All Gallanage 
so 06 so06 31 $0.06 31 

'I ss Ond 'Ilk Aulh?ly a'e 'ani"w dafs*3 are sePf4ralehl On lhe E.2 Bod E-13 %hedales The ratel nrB the sBme ~~ G~~~~~~ and Ml,lli FBn,ilv 
21 Tliae if no billmg h l s l v  for D ~ I I ~ ~ ~ .  
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EXHIBIT NO. a7 

WITNESS: FORREST LUDSEN 

DOCKET NO. 950495-WS 

Application for rate increase by 

SOUTHERN STATES UTILITIES, INC. 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DESCRIPTION: 

REQUESTED INFORMATION BY FPSC STAFF DURING APRIL 9, 
1996, DEPOSITION--WHICH RWO CUSTOMERS ARE METERED 

AND WHICH ARE NON-METERED. 



DEPOSITION LATE FILED EXHIBIT NO. 3 

OF 

FORREST L. LUDSEN 

REQUESTED BY FPSC STAFF DURING APRIL 9,1996 DEPOSITION 

WHICH RWO CUSTOMERS ARE METERED AND WHICH ARE NON-METERED? 



Late Filed Exhibit # 3 Foc Forrest Ludsen Concerning Residential Wastewater Only Customers. 

Residential Wastewater Only (RWO) customers are customers that are charged a flat rate for their wastewater service 
because we do not supply the water and therefore have no meter readings by which to charge them. The following 
table reflects the nine service areas in this case where the RWO type flat rate is charged. All customers except 
Tropical Isles receive water servke from wells. The Tropical Isles customers receive thek water from the C i  of Ft. 
Pierce. 

Southern States Utilities, Inc. 
Forrest Ludsen Late Filed Exhibit # 3 
Residential Wastewater Only Customers - 1995 

Line. 
No. 

Ill 

Plrnt 
Name 

Apache shores 
Beam Hills 
Fi~+~enan's H a m  

McfninJview 
Sugar Mill 
Tropical INS 
Unirvenily Shorn 
Venelian M a p  

L e h !  

121 131 

98 15 
3107 1 

138 7 
6876 6 
35 1 

621 5 
0 228 

32M) 1 
85 1 

Staff has suggested getting water meter readings for RWO customers and charging them as we do our other 
wastewater customers. There are several problems with doing that First of all, the only plant where that woukl be 
applicable is Tropical Isles, which gets water service from the City of Ft. Pierce. We have had experience in the past 
dealing with a municipal to get their readings in order to bill our wastewater customers. Problems arise for any number 
of reasons. Meter changa outs and misreads occur as well as adjustments to bills. Since all we get are monihly billing 
records, we do not always know when a problem has occurred. Once we find out a problem has occurred, it can take a 
great deal of effort to determine what the problem was and then try to correct it in our billing system. Getting the metec 
readings from a third party could result in additional costs due to additional billing requirements. 

Tropical Isles has no customers other than RWO. Therefore, those wstmeffi are responsible for the revenue 
requirements of that plant. Any change in the billing structure from a flat rate just redistributes the revenue 
requirements among thos% 228 customers. 
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Along the same lines 1 has been suggested that perhaps we should have a vacation rate for the customers of Tropical 
Isles. Again, the revenue requirements would just be redistributed among those 228 customers. And I feel it should 
be pointed out that you would have to do a survey to determine how often and how many peopk were on vacation at a 
time to develop rates. Then there is the verification problem when someone says they are on m a w .  In the eml, 
either the full time residents would subsidize the part time residents as addressed in the previous paragraph, or the 
rates would have to increase for the non-vacation time the same amount as the decrease during vacation time to 
collect the appropriate revenue requirements. This would mean that the residents woukl still pay the Same for their 
annual service as under the flat rate structure. I see no gains with that methodology. 

For all of the reasons mentioned above, I can find no compelring argument for changing the rate structure in Tropical 
Isles. Any attempt to change the rate structure would require significantfy more administrahe overhead, with the only 
gain being that you have managed to re-allocate the revenue requirements of that plant 



1000 COLOR PLACE 
APOPKA FLORIDA 32703 

M s .  Lynn Adams 
Division of Research 
Florida Public Service Commission 
101 East Gaines Street 
Tallahassee, Florida 32399-0872 

Re: Data Information Request on 
Uniform System Wide Rates 

Dear Ms. Adams: 

TELEPHONE 407.880-01 00 
TOLL FREE 1-800-432-4501 

July 12, 1 9 8 8  

The following is my response to the questionnaire regarding uniform system 
wide rates, and I apologize for not meeting your May 2, 1988 deadline. 

Southern States Utilities, Inc. is somewhat unique for a Florida water 
and sewer utility. We own and operate 115 plus systems in 1 9  counties 
of Florida from Amelia Island down to West Palm Beach across the state 
to Fort Myers area upward into Citrus County. 
different water operations as "basic pumping systems," "lime softening 
and filtration," and "reversed osmosis". Our sewer operations include 
"basic secondary treatment," "tertiary," and "advanced wastewater treatment." 
Our large service territory has many different geographical as well as 
geopolitical considerations which management must deal with at the grass 
roots level on a daily basis. 

Our water systems use such 

1. Uniform countywide rates have been implemented for certain groups of 
systems omed by your company. 

a. 

b. 

C. 

For the purposes of setting these rates, why are systems 
grouped the way they were within the same county? 

Why were consolidated rate making treatments and uniform 
rates been requested only on a countywide basis? 

Why were consolidated rate making treatments and uniform rates 
not requested for all your water and sewer systems within one 
county? 
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In the counties which Southern States has systems with uniform rates, those 
systems are grouped in such a way to reflect similar 
sewer plant operations including .. O&M expense similarities. The geographical 
locations of the systems- arealse-c-ri€-ieal~ W+ ~fwahiIh%-%Lsrems.without- 
caugfag-undo .cross-suhsidization  within^ the. rate structure of  the^ various 
classes o'f customers. 

One can assume that uniform rates should be designed for systems that are 
similar in nature and for geographical purposes close enough to exchange 
operators and/or supervisors. 
operations overlapping into two or more counties which theoretically support 
having the same cost based rates. 

Over the past four years, all county wide rate applications requested for 
by S o u t h r r i i  States involved consolidated rate making treatment and a request 
for uniform water and/or sewer rates. 

types of water and 

In other words, one could have similar type 

2. What prompted your company to file its initial request for separate 
systems to be considered together for the purposes of determining 
total revenue requirements? 

a. In what ways did adoption of uniform rates benefit your company? 

Southern States has requested uniform rates in geographic areas, i.e., counties 
where plant operations are similar, fixed and variable O&M associated with 
these plants is comparable and cross-subsidization was at a minimum. 

The company, and in the last analysis the customer, should receive the 
benefits one realizes from the use of uniformed rates. His or her rates 
should reflect lower A&G expense through simplified accounting, streamlined 
applications and billing, less manpower and man hours needed in the Rate 1 

- . .. -- ~~ 

- 1  

Department area to produce indexing and pass-through filings. - 
3 .  What kinds of customer reactions have there been to the uniform rates 

charged by your company? 

Customer reactions have beer. (1) positive in the case where their rates 
actually were decreased and ( 2 )  negative where the customer saw his rates go 
up. No matter how close you get to cost based rates, the customer only cares 
about the dollar impact! 

4 .  Would you like to see uniform rates implemented in all of the systems 
operated by your company statewide? Why or why not? 

Uniform rates should be implemented in geographic areas which have: 
similar operating characteristics, compariable O&M levels, and compariable 
social economic levels and life styles. Do we want to base our rate 
design on cross-subsidizations merely to placate a difference in social 
economic levels within a geopolitical area? 
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5 .  DO you have any recommendations for ways to implement uniform rates 
such that the benefits of reduced administrative costs could be realized 
while minimizing the negative aspects of cross-subsidization? 
describe your recommendations in detail. 

Please 

Because Southern States Utilities allocated A&G expense based on customers back 
to all its systems, it would take a tremendous savings to offset a situation 
where you were faced with cross-subsidization. 

6. A certain amount of cross-subsidization occurs with any rate making 
scheme and no rate structure is entirely perfect. With that in mind, 
please comment on the issue of cross-subsidizaiton associated with 
uniform rates. Specifically, do you believe cross-subsidization is a 
legitimate concern and why? 

If you combine, for rate design purposes, 3 or 4 systems with completely 
different modes of operations, dissimilar expenses, and very uneven social 
economic levels, you are going to have a real problem with cross-subsidization 
within that combined system's service territory. 

Cross subsidization is a very legitimate concern not only to rate design 
experts and regulators, but also to the customer trying to make ends meet. 
There probably has to be a compromise between cost based rates and uniformity. 
As a general rule, rates should be cost based using an embedded or marginal 
cost study as your allocation tool. However, industry and regulators may want 
blend into a rate a mix of cost embedded rates with that of uniformity over 
a period of time. There are always exceptions. 

to 

7 .  Please identify and estimate, if possible, the kinds of cost savings 
that have been realized as a result of uniform rates in those areas 
where they are in effect? a 

I would think that if any cost savings were realized as a result of 
rates, it would be seen in AhG expense,versus a decrease in the level of 
O&M expenses associated with the systems -being examined. 
to estimate a dollar value at this time. 

I wouldn't attempt 

8. Have uniform rates caused you to incur any unanticipated additional 
costs? If yes, please identify and estimate those costs. Were they 
one-time or recurring costs? 

According to the Managers in billing, operations, and accounting, Southern 
States has not incurred any unanticipated additional costs do to uniform 
rates in the counties that have been authorized uniform rates. 

9. One of the claimed benefits of uniform rates is that they facilitate 
centralized recordkeeping and billing functions. However, centralized 
recordkeeping and billing activities are benefits which appear to be 
due to centralized management and ownerhsip rather than to the use 
of uniform rates. How have uniform rates enabled your company to 
reduce costs over and above cost reductions attributable to centralized 
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management? 

After discussing the subject with other managers at Southern States, I don't 
believe that we can show a cost savings associated with implementation of 
uniform rates over and above that obtained from going to a certralized 
management. 

10. How much would you estimate your company saves in rate case expenses 
by virtue of consolidated rate filings and uniform rates? (Please 
describe how you arrive at your estimate.) 

Over a period of years Southern States' expenses associated with rate case 
expenses would decrease due to (1) consolidated filing fees, ( 2 )  direct 
labor allocated to one consolidated filing versus multiple systems filings, 
( 3 )  outside services, i.e., legal, - esineering, etc. would be consolidated. 
There is a cross over point as to the -est of a consolidated filing but I 
wouldn't attempt to estimate that savings at this time. 

Chuck Lewis 
Director of Rates 



May 12, 1988 

Ms. Lynn Adams 
9il.isinr. nf Research 
Florida Public Service Commission 
Fletcher Building 
101 East Gaines Street 
Tallahassee, Florida 32301 

Re: Data/Information Request on Uniform Systmide Rates 

Dear Ms. Adams: 

Enclosed is our response to your questionnaire regarding the impact Of 
systemwide rates on our company. 

If you need additional information please contact me at 
Ext. 350. 

Sincerely, 

Deltona Utilities, Inc. 
United Florida Utilities Corporation 

(305) 854-1111, 

Eileen Babka, 
Regulatory Accounting Manager 

llg 

cc: Mary Andrews Bane, Director of Research 
Charles Hill, Director Water and Sewer Division 
Gilbert C. Betz, Esq. 



DATA/INFORMATION REQUEST ON 
UNIFORM SYSTEMWIDE RATES 

.r  

COMPANY NAME: Deltona Utilities, Inc. 
United Florida Utilities Corporation 

PERSON TO CONTACT: Eileen Babka, Regulatory Accounting Manager 
(305) 854-1111 Ext. 350 

1. Do you favor uniform rates for all systems operated by your company? Why 
or why not? 

We would favor uniform rates 'for all our utilities because it would 
simplify our accounting, reporting and billing. The rate increase 
percentage that is required to bring us to an equitable return would be 
relatively small because we would be spreading this increase over a large 
customer base. 

2 .  Even though you may not favor uniform rates for all systems operated by 
your company, do you favor uniform rates for certain groups of systems 
operated by your company? Why or why not? 

We would not favor uniform rates for certain groups of systems because in 
doing so would not maximize the cost benefits of systemwide rates. Since 
most of our utility divisions do not operate in the same county, 
systemwide rates by county would not apply to our utilities. 

a. If yes, how would you group systems to apply uniform rates? 

Not applicable. 

3. Is there any likelihood that some of your systems will by interconnected 
in the future? 

At this time, we do not anticipate the likelihood of interconnections. 

a. If so, which ones and why? 

Not applicable. 
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4 .  Do you anticipate cost savings to your company if uniform rates are 
’ implemented? 

Yes. 

a. If yes, please describe in detail what kinds of costs would be saved 
and the magnitude of those cost savings. Would these savings be 
recurring or nonrecurring? 

Recurring costs savings would occur in the following areas: 
1. Data ProcessinR. 

The monthly costs of preparing individual balance sheets, income 
statements would be reduced by approximately 50%. 

2 .  Allocation of General Administrative would be 
simplified, and cost variances would be easily traceable. 

3 .  Accounting labor associated with preparing individual annual 
reports, tax reports, indexing, gross receipt tax reports, etc. 
would be reduced. 

4 .  Customer billing would be simplified, however we would not expect 
cost savings in this,?rea because the number of bills rendered 
would not be reduced. 

5 .  Rate ca~e expense over a four year period would be reduced by 
approximately 50%. Although the cost of preparing a consolidated 
rate case would be initially greater (probably more than double 
the cost of a divisional rate case) the decrease in the frequency 
of filing rate cases would result in a overall cost reduction. 

Overall we would expect to see the following cost savings: 

15-20% reduction in financial accounting labor, and 
50% reduction in regulatory accounting labor. 

L K  50% reduction in data processing, 

1111 

NOTE: Please include a discussion of rate case 
expenses, billing costs, and recordkeeping costs. 

5 .  What, if any, additional costs do you anticipate would be incurred to 
implement uniform rates? 

Initial costs to convert to systemwide rates would be minimal. 

6. What kind of customer reactions do you anticipate to uniform systemwide 
rates? Why? 

If we had systemwide rates in effect today, and if we were allowed the 
revenues currently in effect, the average residential customer (assuming 
10.000 gallons per month for water and 6,000 per month for sewer) would 
pay approximately $15.39 a month for water and $22.05 for sewer. 
Customers at Deltona and Spring Hill would have an overall increase. 
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Chapter 1-1. 

1.1 Precedent - Settina Case for 

Over the past several years. the Flor lda Public Service ComPission 

has considered the Issue o f  unlforn companywide rates (UCRs) for water 
- 

and wastewater u t i l i t i e s  with multiple systems. The te rm 'uniform rates' 

r e f e r s  t o  a pricing structure i n  which the same pr ice i s  charged fo r  a 

un i t  o f  output throughout a company's service area (uniform colapnaywide 

rates). or a portion o f  i t s  sewlce area such as a county (uniform 

countywide rates). despite the fact  that these areas are not served by 

the same system or dlvlsion o f  the company. Uniform rates represent an 

average rate by which customers o f  some systems or divlslons nay pay more 

than the costs o f  provldlng the i r  sewlce w h i l e  others m y  pay l e s s  than 

the i r  f u l l  service costs. 

I n  the early 1970s. the Gmnlsslon permitted Florfda Gas Contpany 

(FGC) t o  f i l e  a consolldated rate case f o r  - i t s  seven operatlng divisions 

fo r  ratemaking purposos.1 The coapany , regarded . .  gas, ,d is t r ibut ion . L~:. as a 

unif ied operation and .. d ld  not .geographical dbperslon of the 

. d i v i  s i  ons--Jacksonvl 1 l e  t o  Miaml impediment t o  consolidation or 

uniform rates- because a l l  the systems were physicrtlly connected. I n  

 support o f  i t s  request, the u t i l i t y  stated tha t ,  It uould be cost 

effect ive t o  contolldate' i , ts".rate ses I n  a ~ sing1 t i l i n g  and..-use ,. a 

single t i r i f t  for a l l  customers. 

The Coi;ssionis declslon to  permit a consolidated f i l l n g  was 
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based on f ind ings i n  Docket number 71625-GLW, I n  which proponents o f  

uniform companywide rates claimed t h a t  UCRs, i f  approved, would create 

operating e f f i c i enc ies  and reduce accounting and recordkeeping costs. 

admin is t ra t ive costs, and the frequency and expense o f  r a t e  cases. 

Arguments i n  favor o f  UCRs were strong, but the proponents d i d  not  

substantiate t h e i r  claims with estiaates o f  J i k e l y  sizes o f  cost  savings 

i n  each category.* Comments indicated some controversy concerning 

whether cost  savings would be s u f f i c i e n t  t o  overcome poten t ia l ,  

undesirable cross-subsidization among customers o f  d i f fe ren t  d iv is ions.  

A de ta i led  suarnary o f  the arguments o f  the  intervenors i s  contained i n  

Appendix A. Based on the record, coaraission s t a f f  bel ieved t h a t  there 

was s u f f i c i e n t  j u s t i f i c a t i o n  t o  al low F lo r ida  Gas Company t o  consolidate 

i t s  seven operating d iv is ions f o r  ratemaking purposes. 

The Comisslon's decision t o  a l low FGC t o  f i l e  a consolidated ra te  

case and implement uniform rates established a precedent for  other 

F lo r ida  u t i l i t i e s  t o  request s im i la r  treatment. Issues debated twenty 

years ago regarding uniform rates s t i l l  dominate current discussions on 

t h e f t  implementation. No guidelines have been -established For when 

uniform rates may c l e a r l y  benef i t  u t i l i t y  ratepayers, and no t es ts  o f  

whether claimed savings ac tua l l y  accde  have ever been conducted. Th is  

repor t  attempts t o  f i l l  t h i s  void. 

J.2 The D e v m t  of- i n  F lor ida H a t s u m l  
r Wastewater U t i l i  t i e r  . -  n 

Uniform companywide rates ( u u l s )  have developed i n  F lor ida 's  r a t e r  

and wastewater fndustry i n  two  ways: (1) consolidated r a t e  case f i l i n g s  
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and (2) system by system r a t e  adjustments. Southern States U t i l i t i e s .  

Inc.  (SSUI) provides an example o f  a water and wastewater u t i l i t y  which 

formal ly requested consolidated ratemaking treatment f o r  i t s  13 water 

systems and 4 wastewater systems i n  Lake County i n  1985. The cwpany 

claimed t h a t  i t  made 'good economic sense. t o  t r e a t  these systems as a 

s ing le  ratemaking u n i t  because p lan t  operations and operating and 

maintenance expenses were s imi lar .  I n  addit ion. SWI claimed t h a t  

geographic prox imi ty  ensured s i m i l a r  water treatment and customer demand 

character ist ics,  and comparable cap i ta l  investments per customer across 

systems encouraged a s ing le t a r i f f  p r i c i n g  method. 

Uore recent ly,  companies have used pass-through or r a t e  adjustment 

indexing t o  achieve uniform companyride rates rather  than undertaking 

consolidated f u l l  r a t e  case proceedings. A t l a n t i c  U t i l i t i e s  of  

Jacksonvi l le (A t lan t ic )  i s  such a company. A t l an t l c  acquired some o f  i t s  

9 water and 2 Wastewater systems i n  Duval County from A t l a n t i s  U t i l i t i e s  

and Southern U t i l i t i e s  i n  1984. A f t e r  the acquis i t ion,  A t l a n t i c  retained 

the s ing le  p r i c e  t a r i f f  already i n  place f o r  the systems. The u t i l i t y  

d i d  no t  f i l e  a fOr laa l  request f o r  consolidation, but  Instead has u t i l i z e d  

pass-throughs and indexed r a t e  adjustments t o  increase rates and preserve 

t h e i r  uniform r a t e  s t ructure across ind iv idua l  systems. 

Pass-throughs and indexed r a t e  adjustments have permit ted other 

u t i l i t i e s .  such as General Development U t l l i t i e s  (QXI). F lo r i da  C i t i e s  

Water Company (F lor ida Ci t ies) .  U t i l i t i e s  Inc. o f  F lo r i da  (UIF). and 

Jacksonvi l le Suburban U t i l i t i e s  (JAX). t o  acquire UCRs se lec t i ve l y  

throughout t h e i r  systems by changing rates o f  the i nd i v idua l  systems. 

That is ,  some u t i l i t i e s  have ef fect ive ly  implemented UCRs without f i l i n g  
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a consolidated rate case, but rathe :phasing them in through separate . .  

rate cases or through the use of., pass-through rate adjustments and 

I . 
. % .  . .  , . .  :r : ,. . '.<;I - 

: .  . 
. indexing. 
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LLnLu!m 2 .  

From claims' made in the FCG case and-from claims by Florlda water 

and. wastewater companies that have implemented uniform rates, cost 

savings occur directly from reduced accounting and recordkeeping expenses 

when uniform rates are implemented. The cost of preparing annual reports 

and statements of  sources and uses of funds, balance sheets, and 

. 

depreciation accounts for  individual systems or divisions should be 

reduced slgnlficantly. Further, one customer billing cycle could be 

maintained for the consolidated systems' customers. This process would 

streamline customer accounts and collectfons and reduce related 
I 

expenses. Finally. filing one consolfdated rate case rather than .- 

separate rate cases for each individual system should slgnlficantly 

reduce rate case related expenses. 

The most significant criticism of  UCRs is the possibility of 

cross-subsi dl zation. Uniform rates could result in cross- 
subsidization ainong systems 1 roviding water services are 

~ significantly different for tho consolidated for ratemaking 

purposes. Costs MY differ ac a number of reasons. For 

example, in th ea, water treatment requires a simple 

applicath of an' aeration and chlorinatton process. whereas Southeastern 
Florfda systems require a more costly lhe-softening and reverse-osmosls 

treatment to meet the required water quality. Therefore. the cost of 

i 
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serving customers who l i v e  I n  areas where water i s  more abundant and 

inexpensive t o  t r e a t  i s  lower than the cost f o r  t r e a t i n g  water f o r  

customers who l i v e  i n  areas where water I s  scarce and expensive t o  

t rea t .  S imi lar ly ,  costs o f  providing servlce my be larger ,  on a per 

customer basis, f o r  a new p lan t  r i t h  a r e l a t i v e l y  small customer base 

than for an o lder  p lan t  wi th  a mature customer base. I n  each o f  these 

instances. i f  the costs are averaged so that both sets o f  customers pay 

the same rates. then cross-subsidization could occur. 

1.3.1 SDeclfic C laims bv F lo r ida  C m  . F lo r ida  water and 

wastewater companies who responded t o  a recent D iv i s ion  o f  Research 

survey on uniform companywide rates presented vary ing current  

perspectives on uniform companywide rates. The surveyed u t i l i t i e s  are 

i d e n t i f i e d  I n  Table 1.1. Survey responses fo r  the u t i l i t i e s  w i th  

consolidated systems and those without consolidated systems are contained 

i n  Appendix B and Appendix C. respectively. Some F lo r ida  water and 

wastewater u t i l i t i e s  contended tha t  consol idat ion and unlform rates would 

r e s u l t  i n  cost  savings for u t i l i t i e s  and ratepayers. For instance. 

F lo r ida  C i t i e s  Water Company stated t h a t  the u t i l i t y ’ s  f ou r  d i s t r l c t s  

f i l e d  separate r a t e  cases a t  a cost of  550.000 fo r  water and $50.000 for  

wastewater f o r  a t o t a l  cost of $400,000. The u t i l i t y  s tated tha t  the 

t o t a l  cost  would have been $150.000 ($75.000 f o r  water and $75.000 f o r  

wastewater) i f  one consolidated r a t e  case was f l l e d  f o r  a l l  the 

d i s t r i c t s .  Similarly. Southern States U t i l i t i e s .  Inc. claimed t h a t  

consol idation and uniform companyvide rates would generate savings i n  

administrat ive and general costs. accounting and recordkeeping costs, 

data processing and ra te  case expenses. The u t i l i t y  s ta ted tha t  costs 
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associated with these functfons could be reduced i f  s m  of the  

OpWatbnS were centralized. Oeltona U t f l l t l e s  Consultant. Inc., a 

, subsidiary of Oeltona Corporation claimed that the u t i l i t y  would save 50 

percent " In data processlng costs, 15-20 percent i n  accounting and 

, recordkeeping, and 50 -percent i n  regulatory accounting labor costs I f  
9- 

consolidation and uniform rates were Implemr&ed.* -. . 
Kingsley Service Company has three systems: Heritage Farm. Orange 

Park. and Fleming Island. Kingsley uses d i f ferent  b i l l i n g  cycles for 

each o f  these systems. The Herltage Farm systes uses a monthly b i l l i n g  

cycle, w h i l e  the Orange Park and Fleming Island systeas b i l l  the i r  

customers on a quarterly cycle. The u t i l i t y  contended that i f  uniform 
. ,- , 

rates were implemented f o r  the three systems. It would generate savings 

i n  postage stamps, supplies, meter reading costs. and accounting costs 

fo r  eight b i l l i ngs  per year f o r  approximately 350 customers. I n  

addition. cost savings were expected from consolidation o f  accounting and 

recordkeeping f o r  the three systems. 

According t o  Kingsley. Increased costs resul t ing . from 

implementation o f  uniform rates would depend on the FF'SC's requirements 

t o  switch t o  consolldated f i l i n g  and uniform rates. for example, 4 f  the 

FPSC requires a f u l l  rate case hearing before swltchlng to  UCRs. the 

costs would be high, but i f  the FPX d id  not requulre a f u l l  ra te case 

hearing. the u t i l i t i e s  affected w i l l  no nce substantial cost 

increases. Addltional costs could rrl d t o  send notices t o  

customers regarding changes I n  rate 3t ."I , 

Hater and wastewater u t i l i t i e s  who Indicated - i n  t h e i r  survey 

resp6nses that they opksiid un1fom"Corpanywide rates are: A t lan t ic  
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l t i e s  o f  Jacksonvllle, Inc. (AUJI) and General DevelopfDent U t i l i t i e s ,  

(GW). Most o f  t h e i r  concerns centered around the amounts of 

cross-subsidies that  w u l d  arjse under such a pr ic ing  plan. AUJI 
strongly opposed uniform companyvide rates on the basis of: (1) p lan t  

investment per customer, and (2) pr lce d i f fe ren t ia l .  The u t l l i t y  argued 

that  bulk vator sewice purchasers vould experience a sharp decline i n  

rates compared t o  customers o f  self-sustained systems. The u t l l l t y  

believed that  investment per customer would d i f f e r  considerably Prom 

county t o  county, or vi th ln a u t l l i t y ' s  sewlce area. Secondly. AUJI 

contended tha t  geographical dispersion and sources o f  vater and cost o f  

water treatment w u l d  create substantial cost d i f fe ren t ia ls .  That means. 

customers who l i v e  i n  geographical areas vhere vater i s  abundant and 

inexpensive t o  t r e a t  would subsidize customers who l i v e  i n  areas vhere 

water i s  scarce and expensive t o  treat. 

CW contended that such rates would create substantlal 

cross-subsidization. For instance, Gw stated that  uniform companyvide 

rates w u l d  create a "high degree" of  cross-subsidization because 

customers o f  one system vould share the costs associated with a new p lant  

b u i l t  t o  sewe another system and might not benefi t  d i r e c t l y  from the nev 

plant. 4 

1.3.2 The Debate i n  Selected Other Stat= . To present additional 

perspectfvet on uniform rates, questionnaires were sent t o  21 states and 

nine other states vere contacted by telephone regardlng the existence o f  

unffom rates f o r  u t i l i t f e s  subject t o  t h e i r  regulatory ju r isd ic t ion .  

Questions vere also asked concernfng the j u s t i f i c a t i o n  f o r  allowing such 

rates when implemented. A l i s t  of the states surveyed and a selected 

s u m r y  o f  t h e l r  responses are contained i n  Appendix D. 
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O f  the 30 cornairsions surveyed, 27 (90 percent) responded. Out of 

the  27 respondents, 17 (63 percent) stated t h a t  they have uniform rates 

on e i t h e r  a companyvide or a countyvide basis. Eight (BO percent) of the 

10 conmissions who do not have UCRs indicated t h a t  the  water and 

 wastewater u t i l i t i e s  subject t o  t h e i r  j u r t s d i c t i o n  do not have m l t t p l e  

systems. Indiana and Uaryland are the only--two surveyed s tates wl thout 

UCRs which have mu l t i p le  water o r  wastewater systems under t h e i r  

j u r i s d i c t i o n .  The Indiana U t i l i t y  Regulatory Comisston ind icated t h a t  

Indiana C i t i e s  Water Colnpany favors uniform rates t o  reduce r a t e  case 

expense and other re la ted  costs. 

Three o f  the states where untform rates are cu r ren t l y  i n  ef fect  

reported t h a t  aost. I f  not  a l l ,  o f  the water and wastewater u t i l i t i e s  

under t h e i r  j u r i s d i c t i o n  have uniform cotopanywtde rates.  The North 

Carol ina U t l l i t y  Conmission stated tha t  a l l  o f  i t s  water and wastewater 

u t i l i t i e s  have untform statewide rates. Mid-South Water Company, the 

s ta te 's  la rges t  water and Wastewater u t i l i t y  w i th  about 3.722 water 

connections and 388 wastewater connections, has about 90 service areas 

throughout the  state. South Carolina stated tha t  most of i t s  mu l t i p le  

system water and wastewater u t i l i t i e s  have untform rates, whi le  Texas 

Indicated t h a t  about 90 percent o f  i t s  132 water and wastewater u t i l i t t e s  

have uniform companywide rates. 

While other  states var ied constderably i n  t h e i r  responses, the 

survey resu l t s  Ind ica te  tha t  uniforw rates are used i n  17 (89.5 percent) 

of the 19 surveyed states which have mu l t i p le  system water or wastewater 

u t i l i t i e s .  

A l l  o f  the  respondents agreed t h a t  cross-subsidization was a 
, " -  
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legttimate concern; however, only six of the states with uniform rates 

addressed cross-subsidization as an issue when the rates Were 

implemented. Several states contended that the benefits associated with 

uniform rates generally offset any negative impacts of 

cross-subsidization. 

approved uniform rates because it has favored mcost-based" rates. 

Only one state, Indiana, indicated that it has not 

1.3.3 S u w .  In general, the main concern of all those who 

argued against uniform companywide rates was the potential for 

cross-subsidization and how to resolve it. Costs of providing services 

could vary across divisions or systems because of different treatment 

requirements and different customer and plant characteristics facing each 

division. Uniform rates would mask these cost differences and could 

result in customers in lower cost systems or divisions subsidizing 

customers In higher cost systems or divisions. 

Proponents of uniform companywide rates generally claimed that 

UCRs would create operating efficiencies. reduce accounting and 

recordkeeplng costs, reduce administrative costs. minimize the frequency 

of rate cases and reduce associated rate case expenses. 

1.4 Study O v e w  i ew 

The purpose of this study is to investigate whether uniform 

companywide rates are desirable for Florida water and wastewater 

utilities with multiple operating systems. In particular. we explore the 

extent of savings and the consequences for rates resulting from 

implementation of unlform rates. Chapter 2 describes the phases of the 

study and method used to obtain and analyze data. The chapter describes 
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the sample selection and data collection procedures, and defines two 

groups of  sample utilities-the treatment group and the control group. 

The groups are used to analyze the consequences of unlfom colapanyrlde 

rates. Chapter 3 presents our analysis. I t  discusses changes i n  

expenses and rates for both groups and presents a colaparison of the 

results. Finally, Chapter 4 presents some general conclusions whlch my 

be drawn based on the results of the analysts i n  Chapter 3. 

E 
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1. The F lo r i da  Gas Company (FGCI was the parent company o f  F lo r i da  Gas 
Transmission Gnnpany w i th  a number of d i v e r s i f i e d  subsidiaries. The 
u t i l i t y  d i s t r i bu ted  natural  gas through I t s  seven d i s t r i b u t i o n  
d iv is ions  I n  the state. The d i s t r i b u t i o n  centers were: 
Jacksonvil le. Daytona Beach. Eustis. Orlando, St. Petersburg. 
Lakeland, and Miami .  The seven - d i s t r i b u t i o n  centers were 
Interconnected through a s ing le transmission pipeline. 

2. Attempts may have been made t o  measure the expected savings tiecause 
75 percent o f  the u t i l t t y  managers we interviewed f o r  t h i s  repor t  
stated unhesi ta t ing ly  tha t  such savings were d i f f i c u l t  t o  quantify. 

3. Subsidization occurs when a person, government. or agency 
v o l u n t a r i l y  or i nvo lun ta r i l y  provides f i nanc ia l  assistance t o  
another person. government, or agency t o  achieve a reduct ion i n  cost  
or p r i c e  o f  goods and services for  the l a t t e r  group. 
Cross-subsidization i s  prevalent i n  service indust r ies where costs 
o f  prov id ing services of ten are d i f f i c u l t  t o  measure d i sc re te l y  or 
t o  t race t o  a spec i f i c  user. I n  such cases. one group o f  customers 
may pay more than the cost o f  providing them wi th  service whi le 
another group nay pay less than the cost  o f  prov id ing t h e i r  
service. Usually. the two groups are receiv ing d i f f e r e n t  services 
or else the two groups are phys ica l ly  separate. This repor t  
addresses customers of d i f f e r e n t  water systems which are phys ica l l y  
separate but  owned by the saate u t i l i t y .  

4. I n  the long run. as each system replaces ex i s t l ng  plant.  the 
benefi ts of shared costs should accrue t o  a l l  custmers. 

r .  

. -  . .  
, : .-. ~ . 
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TABLE 1.1 
LIST OF FLORIDA HATER AND HASTEHATER UTILITIES SURVEYED* 

. . _  . . .  f ~ , 
. .. . 

: . , ". ' ' . .  :~ - - 
. . 

- .. : , .  

'. FloridaCitles $ .(Lie Lunty) 
. ,. Southern States UtilltTes. Inc. - 

Jacksonvi 1 le Suburban Utilities. Corporatton 
Atlantic Utiltties of Jacksonville. ~nc. 
Marion Uttlities. Inc. 
Utilittes Inc. of.florida .~ 

. .  

i 

r .  

. - ,i Aloha Utilittes. Inc. .~ 

Kingsley Service Company .: r'. 

Del tona Lakes Uti 11 ties 

Harion Oaks Utilities 
Central Florida Utllltles. Inc. 
General Development Utllittes, InC. 

I 

..: 

. .  
.? 

*A sample suwey quest the utilities with uniform rates 
and a suarnary of thelr survey responses are provided In Appendix B. The 
survey questionnaire and sumary o f  survey responses for the uttlities 
without untfom rates are provided in Appendlx C. . 
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-3 - 
I n  the las t  chapter, we defined uniform companyvide rates (w31s) 

and 'presented the h is tor ica l  background o f  UCRs i n  Florida r i t h  mphasis 

on the Florida Gas Coapany case. He revieved arguments i n  favor o f  and 

against UCRs from various gas u t i l i t i e s .  and frola ra te r  and vastevater 

(W) u t i l i t i e s  i n  Florida. It vas clear from these coarwnts that  no 

consensus vas ever reached concerning the net benefits (or costs) of 

uniform rates. As ve pursued our revier. i t  also became apparent that no 

t e s t s  were ever conducted on whether c lahed benefits rere realized 

following the i r  i ~ l e m e n t a t l o n  or o f  how much cross-subsidization 

accompanied the i r  use. This chapter i s  the f i r s t  o f  two vhich atteapt t o  

determine the effects o f  uniform rates on u t i l i t y  ratepayers. The 

chapter outlines the sources of data and the method o f  analyzing and 

presenting data. The chapter also defines the "treataent" and "control' . 
r groups as they apply t o  our analysis. d . _ L  i . _ i  

The study o f  the appropriateness o f  uniform companyvlde rates f o r  

Flrst.  ve selected a 

1 ected t r e a b n t  

'i 
Florida NAWW u t i l i t l e s '  vas .conducted i n  phhses. 

~~ 

-. 
11 i ti et:; e, survey. ' Next 

. .  .~ .~ 

and control the surveyed c&anies 

cost data foi':'.these companies; "c0s.t "data'.. rere '11.1 ted t o  those 
. .  . .  -. . .  . I . . .- . .:., ... 
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categories of accounting costs which historical and survey claims 

Indicated would be most likely to be reduced by implementation of unifom 

companywide rates. Finally. we analyzed these data to determine the 

consequences o f  consolidation and uniform companywide rates. . I' 

22.1 Samle S e l e .  The sample was 3initlally limited to 

utilities with annual operating revenues -91 at least SlSO.OO0. He 

believed that utilitjes of this size would be more affected in absolute 

terms by implementation of uniform rates. As we discuss below in Section 

.. 

2.3. our sample was classified into control and treatment groups and 

further liri ted to permit. compari sons between the two groups. 

It should be noted here that no Florida water and wastewater 

utilities have uniform -nwide rates, although some have .: - uniform .. 
c o u n t m  rates. Our ra~ple therefore comprised . .  utilities - 1  il ulth' and 

without uniform countywide rates. fhfs leans that the conclusions of our 

analysis are based on the reasonable assumption that the analysis 

findings generalize to applIcatlons of  uniform companywide rates. 

Table 2.1 lists the selected utilities and the systems of each ~ - i  
- .  ~ .. . - .  . _ .  

utility on which data were collected. Tho vtilIty2ystw . .- .,. are.7isted . .  in 

tuo groups: a treatmen of those which had 

. .  :. -- ~ . I . _  

. uniform rates and a cont 

" countywide uniform rates. . . , 

ed o f  those which  did^ 
-. ~, 

. . .. I 

. .I  

' 

s limfted to.,con'sideration of sample accounts 
i 

described i n  Secti 

further limit substantial differences between the control and treatment 
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2.2.2 Survev e m .  Questionnaires were sent t o  twelve selected 

F lo r i da  WALSJ u t i l i t i e s . ’  Six o f  the selected u t i l i t i e s  had d i v i s ions  

w i th  countywide uniform rates whi le s i x  d i d  not  have countywide u n i f o m  

rates. 

The questionnaire sent t o  u t i l i t i e s  w i th  countywide uniform rates 

was t o  determine: (1) why some d iv is ions  were selected and t h e i r  

ind iv idua l  systems grouped together f o r  consolidated r a t e  case f i l i n g s  

whi le other d iv is ions  wi th  mu l t ip le  systems were not  consolfdated; (2) 

what prompted some companies t o  i n i t i a l l y  request consolidated r a t e  case 

f i l i ngs ;  (3) the types o f  benef i ts  u t i l i t i e s  derived from countywide 

uniform rates, and the magnitude o f  associated cost savings; and (4) the 

concerns o f  u t i l i t i e s  regarding cross-subsidization and t h e i r  perceptions 

regarding how t o  mi t iga te  the negative impacts o f  cross-subsidization. 

The questionnaire and selected survey resu l t s  f o r  the four  responding 

u t i l i t i e s  are contained i n  Appendix B. 

The questionnaire sent t o  s i x  u t i l i t i e s  without countjwide uniform 

rates was to: (1) obtain information on whether or not the u t i l i t i e s  

would favor uniform companyride rates for  a l l  o f  t h e i r  systems or 

div is ions,  or for  selected systems o r  div is ions;  and (2) determine the 

types of benefi ts and the cost  savings the u t i l i t i e s  would expect i f  

uniform rates were implemented. The questionnaire and selected survey 

resu l ts  f o r  the three responding u t i l i t i e s  are contained i n  Appendix C. 

2.2.3 Data Col lect ion Phasa. I n  the data co l l ec t fon  phase, cost  

and r a t e  data were developed from u t i l i t y  annual repor ts  and water 

service t a r i f f s .  respectively. Expense data were co l l a ted  f o r  e n t i r e  

div is ions.  Whi le  every attempt was made t o  c o l l a t e  ra tes  f o r  e n t i r e  
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divisions. the ir;egularity o f  u t i l l t y  requests f o r  ra te  adjustments made 

such co l la t ions inpossible. Rates were therefore collated f o r  selected 

sys terns. 

We col lated data from annual reports and water service ta r i f f s  for 

the yews 1984 t o  1988. -Expense categories uere selected f o r  analysis 

based on u t i l i t y  management claims of accounts nost l ikely t o  be affected 

by implementation o f  UCRs: Customer Accounts and Collections. Outside 

Services,  and Regulatory Related Expenses. Expense data were deflated t o  

1984 dol lars t o  f a c i l i t a t e  comparison over t h e .  2 

The account f o r  Outside Services Employed consists o f  costs f o r  

- a l l  contractual services except those incurred from ra te cases. The 

account i s  divided i n t o  the following subaccounts: (1 )  Contractual 

Services - Engineering, which includes a l l  monies paid t o  an outside 

engineer o r  engineering firm t o  work on the p lant  except those services 

performed f o r  ra te case purposes: (2) Contractual Services - Accounting, 

which includes a l l  costs o f  outside accounting services performed i n  

re la t ion  t o  maintaining and auditing the books and records o f  the u t i l i t y  

or system: (3) Contractual Services - Legal, which Includes costs o f  a l l  

legal services performed by outside fim for the u t i l i t y  r i t h  the 

exception o f  ra te  case related legal services: (4) Contractual Services - 
Management Fees. which includes a l l  costs o f  services performed as a 

management function which could not be charged t o  any other subaccount: 

and (5) Contractual Servlces - Other. whlch Ini ludes a l l  operations costs 

which could not be charged t o  the other contractual 'service subaccounts. 

The Customer Accounts and Collections Expenses account includes 

a l l  costs of  ,labor. materials used, and expenses associated with 
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processing custoaer applications, contracts, orders, credit 

1 nvesti gations , custoaer bi 1 11 ngs, col lectlons and compl ai n t t  . 
The Regulatory Related Expenses account includes all  costs 

incurred i n  connection w i t h  formal cases before regulatory commissions 

p lus  other related expenses, including charges and'fees assessed against 

the u t i l i t y ,  i t s  agents, officers. and employees. It also includes 

salaries and retainer fees for accountants. .I . attorneys, engineers and 

witnesses, solicitors. clerks. and others engaged i n  prosecution who are 

not regular employees of the utility. Other expenses include office 

supplies, pr int ing,  travel and other miscellaneous expenses incurred i n  

connection w i t h  rate cases. 

-.. 

Water rates selected were those faced by the 'typical' residential 

customer, one w i t h  an assumed usage of 7,000 gallons of water per month. 

These rates were used to estimate bimonthly average b i l l s  for each system 

for the period 1904-1900. . * -  

2.2.4 Analvsis Phase . The analysis phase comprised several 

parts. Survey responses were reviewed. along w i t h  case histories. to 

determine the problems or advantages associated w i t h  unifom rates. 

Survey responses also helped to'highlight guidelines on when such rates 

may be appropriate; that is. when such rates rou ld  be more advantageous 

than costly to both the utilities and ratepayers. The expense and rate 

data were collated into tables and graphs. as were data on percent 

I #  

changes for rate data, and canpared over time for the same uti l i t ies.  
r 

The data were also collpared for ut i l l t ies  wi th  wrts and for those vfthwt 

UCRs to determine If  significant changes i n  costs and rates have occurred 

subsequent I to implementation of UCRs. Judgments of significance of 

differences were subjective. 

- -. a. 

L.. .. 
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2.3 Def in i t i on  o f  the Tre-D and the Control Grow 

t G r w  As was observed i n  Section 2.2.1. the 

treatment group was t o  be comprised o f  a selected number of WWW 

u t i l i t i e s  w i th  both a u l t i p l e  systems and uniform countywide rates.  To be 

Included i n  the treatment group, a u t i l i t y  had t o  meet several 

requirements. F i r s t ,  the utiTity must have had tw or more systems 

w i th in  the same county and have converted t o  uniforw ra tes  for those 

systems during the study p e r i ~ d . ~  Second, accounting data and t a r i f f s  

must have been avai lab le for the study period, 1984-1988. F ina l l y ,  each 

u t i l i t y ' s  account balances for the three selected accounts must have 

exceeded $100 f o r  each o f  the f i v e  years. 

Only one o f  the s i x  sample u t i l i t y  companies with uniform rates 

met a l l  o f  the requirements. Southern States U t i l i t i e s .  Incorporated 

(SSUI).4 SSUI was incorporated i n  1961. a wholly-owned subsidiary o f  

Minnesota Power Company. The company i s  considered the  la rges t  

Investor-owned water and wastewater u t i l i t y  i n  Flor ida.  SUI operates 

mu l t i p le  systems i n  15 counties, inc lud ing 80 water and 30 wastewater 

system. Five o f  the 15 counties have systems w i th  uniform countywide 

rates. The SSUI counties selected for the treatment group were Seminole, 

Putnam. and Lake tount les because each o f  these three counties had a 

f a i r l y  large number o f  systems w i th  uniform rates. The other  SSUI 

counties each had fewer than f i v e  systems. 

23.2 The W t r o l  GrouD, The control  group was defined t o  

include selected water and wastewater u t i l i t i e s  or systems t h a t  operate 

one or m r e  water and wastewater systems w l th  d i f f e r e n t  r a t e  structures 

f o r  the same class o f  customers w i th in  the same county or service area 
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over the sample period. As wi th  select ion o f  u t i l i t i e s  f o r  the treatment 

group, cont ro l  group u t i l i t i e s  had to have accounting and r a t e  data fo r  

the five-year study per iod and the account balances had t o  be Of 

s u f f i c i e n t  s ize  t o  permit comparisons Over time. The contro l  group 

included systems frcin three u t i l i t y  companies: Southern States 

U t i l i t i e s ,  Inc.. F lo r ida  C i t i e s  Water Company. and General Development 

U t i l i t i e s ,  Inc. (GW). SSUI's C i t r u s  County d i v i s l o n  was included i n  the 

control  group and had two systems: Oak Forrest and Apalachee Shores. 

F lo r i da  C i t i e s  Water Company i s  a medium sized water and 

wastewater u t i l i t y  that provides water and wastewater sewices t o  three 

counties: Brevard. Lee, and C o l l i e r  Counties. The Brevard County 

d i v i s ion  was selected fo r  the control  group and has one system: Barefoot 

Bay. 

The t h i r d  u t i l i t y .  Gw. operates several smal l  unconsolidated 

water systems i n  ten F lo r ida  counties with var ied r a t e  structures.  The 

F lo r ida  Publ ic Service Conmission has regulatory  j u r i s d i c t i o n  over seven 

of the ten counties. Unconsolidated GW systems i n  two counties were 

selected for inc lus ion i n  the control  group: S i l v e r  Spring Shores I n  

Marion County and Port Malabar i n  Brevard County. 
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1. 

2. 

3. 

4. 

A l i s t  o f  F lo r ida  M u t i l i t i e s  suweyed was provided i n  Table 
1.1. 

Def la t ion  was based on the Bureau o f  Labor S t a t i s t i c s  Consumer Pr ice 
Index-All Urban (CP1-U) found i n  Bureau o f  the Census (1987). 

.The countywide breakdown mas used because none o f  the selected 
u t i l i t i e s  have uniform companywide rates. 

F lo r ida  C i t i es  Water Company operates i n  three counties vh ich are 
under the FPSC's regulatory author i ty,  but the u t i l i t y  does no t  have 
mu l t i p le  systems w i th in  a county. A t l a n t i c  U t i l i t i e s  o f  Jacksonvi l le 
has had uniform rates f o r  over seven years so I t s  ra tes and cost 
data for the five-year per iod analyzed would not provide informat ion 
f o r  before and a f t e r  implementation o f  uniform rates. Suburban 
U t i l i t i e s  o f  Jacksonvi l le phased I n  uniform rates over a per iod o f  
time. so i t  would be d i f f i c u l t  t o  i d e n t i f y  spec l f i c  impacts a t  a 
po in t  i n  t i m e .  Marion U t i l i t i e s ,  Inc. and U t i l i t i e s  Incorporated of 
F lo r ida  maintain a s ing le r a t e  s t ructure f o r  a l l  o f  t h e i r  customers, 
but  ne i ther  company has mul t ip le  systems. 
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TABLE 2.1 
LIST OF UTILITIES SELECTED FOR ANALYSIS 

The Treatme n t GrouQ I. 
A. Southern States U t i l i t i e s .  InC. 

1. Seminole County 
a. Chuluota Water System 
b. Lake Har r ie t  Water System 
E. Apple Val ley Water System 
d. Harmony Homes Water System 
e. Dol Ray Manor Water System 

f. Meredith Manor Water System 
g. Lake Brant ley Water System 
h.. Druid H i l l s  Hater System 
i. Fern Park Water System 

2. Putnam County 
a. River Grove Water System 
b. River Park Water System 
c. Saratoga Harbour Hater System 
d. Welaka Water System 
e. Wootens Water System 

f. Pals Por t  Water System 
g. Park Manor Hater System 
h. Pomona Park Water System 
i . Hermits Cove Water System 

3. Lake County 
a. Spring Lake Manor Water System 
b. Piney Woods Water System 
c. Morningview Water System 
d. Palms Mobile Home Park 

Water System 
e. P i cc io la  Is land Water System 
f. Carl ton V i l lage  Water System 
g. Fr iendly  Center Water System 

u. The Control Grow 

A. General Development U t i l i t i e s  
1. Marion County 

2. Brevard County 
a. S i l v e r  Spring Shores D iv is ion  

a. Por t  Malabar D iv is ion  

6. Flor ida  C f t i es  Water Company 
1. Brevard County 

a. Barefoot Bay Div is ion  

C. Southern S ta te  U t i l l t i e s .  Inc. 

a. Apalachee Shores Water System 
b. Oak Forrest Water System 

1. C i t rus  County 

h. Western Shores Water System 
i. Fern Park Water System 
j. Hobby H i l l s  Water System 
k. Venetian V i l l age  
1. Fern Terrace Hater System 
m. Skycrest Water System 
n. East Lake Harr is  Water 

System 
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3.1 ChaDtet I n t r o d u c t i w  

As was discussed i n  Chapter 1, proponents o f  uniform capanywide 

rates contended tha t  implementation o f  such-rates would r e s u l t  i n  cost 

savings f o r  the u t i l i t y  by reducing accounting and recordkeeping costs 

and reducing r a t e  case expenses. Opponents asserted t h a t  UCRs would 

r e s u l t  i n  an excessive a u n t  o f  subsidizat ion o f  customers i n  higher 

cost  systems by custmers i n  lower cost systems; To-assess the v a l i d i t y  

o f  these contentions, two types o f  data were analyzed. F i r s t ,  if UCRs 

resul ted i n  cost savings, one would expect these savings t o  be re f l ec ted  

i n  af fected accounts i n  the annual reports. We examined three such 

accounts: Outside Services Employed, Regulatory Related Expenses,. and 

Customer Accounts and Collect ions. The second type o f  data analyzed was 

r a t e  data for  the selected u t i l i t i e s .  Cost savings should a lso be 

ref lected i n  reduced average rates when UtRs take e f fec t .  Both the 

account data and the ra te  data were compared f o r  the five-year period, 

1984 through 1988. 

This chapter discusses the resu l ts  o f  the data analyses. Section 

3.2 describes the analysis f o r  the sample u t l l i t y  d iv is ions  which 

implemented UCRs. the treatment group. Sectlon 3.3 describes s i n l l a r  

analyses o f  data for the contro l  group o f  U t i l i t i e s  whose d iv fs ions  d i d  

not implement UCRs. Section 3.4 compares the resu l t s  for  the treatment 

group w i th  the resu l ts  for the contro l  group. Section 3.5 addresses 
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cross-subsidization and what can be concluded about the issue based on 

the resu l ts  o f  the analyses. 

3.2. Analvsis o f  Data f o r  the Trea- 

As discussed i n  Chapter 2. the treatment group conslsted o f  SSUI's 

d iv is ions  i n  Lake, Putnam. and Seminole coubties. Consolidation became 

e f fec t i ve  i n  Putnam County i n  1986 and I n  Lake County and Seminole County 

i n  1987. ~ 

The expense data f o r  the treatment group are presented i n  Table 

3.1 and Chart 3.1. The r a t e  data are presented. in Tables 3.2. 3.3, and 

3.4. 

3-2.1 A nalvsis o f  Chanaes i n  ExDen ses for  the Tre-nt Groyp. 

As shown I n  Table 3.1, the account f o r  Outside Services Employed i n  

SSUIISeminole County and SSUIlLake Qun ty  demonstrated a consistent 

pa t te rn  o f  change over the five-year period, bu t  the data for  SSUIlPutnam 

County d i d  not  show a consistent pat tern over the same period. To the 

extent t ha t  the  u t i l i t i e s  used outside consult ing services for  assistance 

f o r  ind iv idua l  systems, one would expect the expenses shown i n  the 

Outside Services Employed account t o  decl ine i f  the ind iv idua l  accounts 

are consolldated i n t o  one basic system. W i t h  the degree o f  va r ia t i on  

shown i n  Table 3.1. however, I t  i s  not  possible t o  draw any conclusions 

about the e f f e c t  o f  consol idation on expenditures f o r  outs ide services. 

SSUIlSeminole County and SSUIILake County each showed a steady increase 

whi le SSUIIPutnata County general ly declined. 

The second account reviewed. Regulatory Related Expenses, showed 

even greater v a r i a b i l i t y .  As can be seen i n  Table 3.1. none of the three 
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d iv is ions  evidenced a consistent pat tern o f  increase or decl ine I n  these 

expenses over the five-year period. Rather, f luc tua t ions  appeared t o  be 

randm and v o l a t i l e .  The lack  o f  pat tern o f  increase or decl ine may be 

due i n  p a r t  t o  the  fac t  t h a t  u t i l i t i e s  are not  permit ted t o  recoup a l l  

costs o f  r a t e  cases i n  the year i n  which the expenditure occurs. Another 

p o s s i b i l i t y  i s  t h a t  the account la rge ly  r e f l e c t s  costs which are not  t i e d  

d i r e c t l y  t o  r a t e  cases, but  are incurred i n  compliance w i th  other 

regulatory requirements. I n  any case, there i s  no c lear  co r re la t i on  

between the sizes o f  balances I n  t h i s  account and the  consol idat ion o f  

ratemaking which occurred i n  1986 and 1987. 

The t h i r d  account examined. Customer Accounts and Col lect ions.  d i d  

r e f l e c t  a general pat tern o f  decrease a f t e r  consol idat ion occurred i n  

1986 and 1987. Proponents o f  UCRs stated t h a t  consol idat ion for  

ratemaking purposes would s imp l i f y  the b i l l i n g  process and reduce costs 

associated w i th  processing customer accounts. The data seem t o  support 

t h i s  contention. The balances reported I n  t h i s  account increased for the 

years 1984 and 1985 and decl ined a f t e r  the 1986 consol idat ion o f  Putnam 

County systems. SSUIISeminole County showed increases for  1984-1986 and 

the account balances then decl ined i n  1987. the year consol idat ion became 

e f fec t i ve .  and 1988. SSUI/Lake County var ied from the  general pa t te rn  i n  

tha t  I t s  account balances decl ined f o r  the  years 1984-1987 and Increased 

somewhat I n  1988. fo l lowing consolidation o f  i t s  systems i n  1987. 

The data f o r  the three accounts are shown graph ica l l y  i n  Chart 

3.1. I t  I s  evident t ha t  Customer Accounts and Col lect ions I s  the on ly  

one o f  the three accounts which demonstrated the expected pa t te rn  o f  

decl ine a f t e r  consolidation. 
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. The 

residential water rates analyzed for- the -treatment group consisted of 

rates f o r  systems I n  County. SSOIlPutnar County and 

SSOIISeininole County. 81 t a r  b i l l s  shown i n  Table 3.2 were 

*estimated using each system's bimonthly t a r i f f s  and an assumed average 

residential consumption o f  7.000 gallons per month o r  14.000 gallons 

bimonthly. The changes i n  rates are discussed for each div is ion 

individual ly. beginning with Lake County. 

- 

-_  

LakeCountv'. Table 3.2 shows that every water system i n  SSUI1Lake 

County increased I t s  residential rates i n  1985 and a l l  but one of the .14 

systems increased the i r  rates I n  1986. The Increases ranged from 1.92 

percent t o  2.18 percent I n  1985 and from 8.04 percent to  9.17 percent i n  

1986. The exception t o  the increases was the Stone Mountain system which 

had a 20.91 percent decrease i n  1986. With consolidation of the 

systems i n  1987. residential rates declined f o r  10 o f  the systems and 

. Increased f o r  four systems. I f  each system had only one custwer, 

revenues would have declined by a to ta l  of  $39.02 for the ten systems 

with rate decreases and increased by $25.28 f o r  the four systems with 

r a t e  Increases. result ing i n  a net decrease I n  revenues of  $13.74 for the 

Lake County Division. 

I Since the number o f  customers per system varies considerably. 

Table 3.3 estimates the general direct ion o f  revenue Impact on the 

div ls lon by using the average number o f  residential customers (equivalent 

residential connections or ERCs) I n  each system i n  198611987 as weights. 

As shown. weighting the ef fect  o f  the ra te  'changes by the number of  

customers i n  each system did not change the direct lon o f  revenue effect. 
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Net revenues s t i l l  declined f o r  the d i v i s i o n  overa l l .  The ne t  dec l ine in  

revenues ind icates t h a t  customers i n  general had lower ra tes a f t e r  

consol idation even though customers i n  four o f  the systems had higher 

rates. --. 
Table 3.4 provides yet another perspective on the  same data. The 

typ ica l  bimonthly b i l l s  have been _indexed* - with 1984 being the  base 

year.’ Based on the indexed data, 57.14 percent o f  the systems pa id  

2.41 percent less i n  res ident la l  water ra tes i n  1988 than they pa id  i n  

1984 and paid 3.84 percent less  i n  1987 than i n  1984. F u r t h e m r e .  21.43 

percent (3) o f  the systems paid 2.79 percent higher ra tes i n  1988 than 

they paid i n  1984 and another 21.43 percent (3) pa id  between 39.9 percent 

and 56.5 percent more i n  1988 than i n  1984. To focus on the e f f e c t s  o f  

consolidation, consider the change I n  the indexes between 1986 and 1987 

f o r  the Lake County systems. Eight systems had 1986 ra tes  which were 

10.19 percent higher than i n  1984 but  these systems had 1987 rates which 

were 3.84 percent lower than i n  1984. This const i tu tes a 14.03 percent 

decl ine between 1986 and 1987 r e l a t l v e  t o  1984 rates for those e igh t  

systems. Two other systems. Fern Terrace and. Skycrest. experienced 

decl ines of 8.88 percent between 1986 and 1987 re la t i ve  t o  1984 rates.  

The remaining four systems (Picc io la  Island, Stone Mountain. Venetian 

Shores, and Western Shores) experienced Increases between 1986 and 1987 

of 43.82 percent, 20.52 percent, 25.21 percent and 27.31 percent, 

respectively, r e l a t i v e  to 1984 rates. 

-. Table 3.2 shows that “rates increased by 2.95 

percent i n  1985 for 5 o f  the 9 Putnam County systems. and by 3.77 

percent, 13.29 percent and 44.25 percent for an addi t ional  three systems, 
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respectively. A n i n t h  system experienced a decl ine i n  rates of 2.84 

percent. I n  1986, the year o f  consolidation, ra tes increased 

dramat ical ly f o r  a l l  systems: the t yp i ca l  b i l l  increased by 29.49 

percent fo r  four  systems and by 34.96 percent for f i v e  systems. However, 

I n  1987. ra tes decl ined by 4.66 percent f o r  a l l  Putnam County systems. 

The 1987 decl ine may have been a delayed resul t  of  consol idat ion 

r e f l e c t i n g  associated cost adjustments. Table 3.3 shows that the 1987 

decl ine i n  revenues ( ra te  changes weighted by the average number o f  

customers per system i n  198611967) was greater than the subsequent 1988 

increase i n  revenues. The estimates provided i n  Table 3.3 are intended 

t o  ind lca te  d i rec t i on  and general magnitude o f  revenue changes. Although 

countywide rates increased i n  1988. the r a t e  leve l  was s t i l l  lower than 

the 1986 r a t e  level .  

Table 3.4 shows tha t  the 1988 typical b i l l  i n  Putnam County vas 37 

percent higher for 5 of  the nine systems and 24.2 percent, 32.7 percent, 

44.8 percent and 84.4 percent higher f o r  the remaining four  systems. 

respect ively,  than i n  1984. Considerlng the change i n  indexes between 

1986 and 1987. a l l  Putnam County systems had lower ra tes i n  1987 than i n  

1986. w i th  r a t e  decreases ranging frw 5.86 percent t o  8.70 percent, 

r e l a t i v e  t o  1984 rates. 

Seminole . Water systems i n  Seminole County experienced 

moderate r a t e  increases f n  1985 and 1986, ranging frw 1.87 percent to 

5.43 percent. With consolidatfon i n  1987. ra tes decl ined for  6 o f  the 

nine systems (2 by 14.75 percent and 4 by 5.45 percent) and Increased by 

12.23 percent for  the remaining 3 systems. If each system had on ly  one 

customer, d i v i s ion  revenues i n  1987 would have decl ined by $5.50. Table 
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3.3 shows t h a t  when adjusted by the average number o f  customers Per 

system i n  1986/1987. the d i rec t i on  o f  the  ne t  revenue lapact  was the 

same: the  r a t e  adjustments i n  1987 resul ted i n  lower ne t  revenues f o r  

SSUIISeninole County a f t e r  consolidation. A l l  Seminole County sys tms 

experienced small r a t e  increases o f  1.14 percent i n  1988. However. the  

1987 decrease i n  revenues exceeded the 1988 increase i n  revenues so the  

average customer s t i l l  pa id  less i n  1988 than he d i d  i n  1986. 
- 

The indexes i n  Table 3.4 show tha t  for  1986. the  year i n  which 

consol idat lon occurred. rates were 3.79 percent higher f o r  four systems, 

5.09 percent higher for three systems and 13.14 percent higher for  the 

remaining two systems than 1984 rates. Subsequent r a t e  decl ines i n  1987 

resul ted i n  four systems having 1987 rates which were 1.87 percent lower 

than 1984 rates and another two systems with rates which were 7.60 

percent lower. Three systems' rates increased t o  17.94 percent more than 

the 1984 rates. The pat tern continued for 1988. S l x  Seminole County 

systems had rates which were lower i n  1988 than i n  1984 w h l l e  three 

systems had higher rates I n  1988 than i n  1984. 

Uunwy. I t  appears that consolidation resu l t s  i n  lower revenues 

for the  company for a t  leas t  one year a f t e r  consol idation. This i s  

consistent w i th  the premise tha t  consol idat ion would lower u t i l l t y  

expenses and r e s u l t  i n  reduced rates. The increases i n  rates which 

occurred subsequent t o  consolldatlon were minor. ranging froa 1.14 

percent t o  3.54 percent for the three div is ions.  

3.3 Ana l v s i s  0 f Data for the Control Grm 

As ind lcated i n  Chapter 2. a group of, unconsolidated water 
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u t i l i t i e s  or systems were i d e n t l f j e d  and selected as the contro l  group. 

The group consisted o f  systems frolp three u t i l i t i e s :  Southern States 

U t i l i t i e s ,  General Development U t i l i t i e s  and F lo r ida  C i t ies .  The expense 

data f o r  the contro l  group i s  presented i n  Table 3.5 and Chart 3.5. 

Informat ion on the t yp i ca l  water ra tes o f  these systems i s  presented i n  

Tables 3.6. 3.7. and 3.8. - 
i n  W s e s  for the  Contro 1 G r m  . As 

shown i n  Table 3.5. the Outside Services Employed account var ied 

considerably during the five-year period. GWlMarion County's expenses 

f o r  outside services remained f a i r l y  constant i n  the f i r s t  two years, 

increased markedly i n  1986 and declined i n  1987 and 1988. S imi lar ly .  

GDUlErevard County's outside services expense increased moderately 

between 1984 and 1985. increased nottceably dur ing 1986. and then 

declined i n  1987 and 1988. F lo r ida  Ci t ieslBrevard County's outside 

service expenses decl ined s l i g h t l y  between 1984 and 1985. then increased 

more than ten fo ld  i n  1986. Expenses then declined i n  1987 and increased 

again i n  1988. SSUIlCitrus County's outside service account 

demonstrated a steady increasing trend throughout the 1984-1988 period. 

Thus. the Gw and the F lo r ida  C i t l es  d iv is ions  evidenced s im i la r  trends: 

dramatic increases i n  outside service expenses i n  1986. preceded by 

s tab le or moderate Increases i n  the years 1984 and 1985. and fol lowed by 

lower expenses i n  the subsequent years 1987 and 1988. The SSUI d i v i s i o n  

d i f f e red  i n  t h a t  i t s  expenses for outside services increased s tead i l y  

throughout the five-year period. 

None o f  the contro l  group's d iv is ions had a consistent pa t te rn  o f  

change i n  Regulatory Related Expenses. The pat tern o f  f luc tua t ions  and 
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v o l a t l l i t y  exhibited may be attr ibuted t o  the fact  that  u t i l i t i e s  are 

permitted t o  amortize rate case expenses over a four-year period and 

amounts not recouped are added t o  current expenditures for recovery. 

Another poss lb i l i t y  i s  that the account may contain costs which are not 

t i ed  d i rec t l y  t o  rate cases but are incurred i n  compliance with other 

regulatory requirements. . 
The th i rd  and f i na l  account reviewed. Customer Accounts and 

Collections, showed general Increases over the period f o r  three o f  the 

four divisions: the two GW divisions and the Florida Ci t ies division. 

SSUIICitrus county did not show a consistent pattern o f  change i n  

Customer Accounts and Collections expenses during the period. Account 

balances decreased i n  1985 and 1986. increased i n  1987 and decreased 

again i n  1988. 

The lack o f  consistent patterns o f  change i n  the expenses o f  the 

control group i s  i l l us t ra ted  graphically i n  Chart 3.5. Comparison of 

changes i n  the control group's expenses with changes i n  the treatment 

group's expenses will be discussed i n  Section 3.4. .. 
3.3.2 Analvsfs o f  Chancres i n  Rates for the Control Grpup. 

Residential ra te data analyzed for the control group consisted o f  rates 

frola three u t f l i t i r s  and four I _  'Lhconsolfdated water divisions. 
I -  

-, 

SSUIICitrus County was the only control group div is ion with more than one 

system. GWMarlon County. GWIBrevard County. and Florida 

CitiesIBrevard County '-each had only one system serving i n  a glven 

selected county. : 

.I ' ,~ 
~. . . . . .  

. , ~ $,~; 
-.) :.<.. 

~* ,. 
. .  . 

AS shown by the bimonthly water bills ' i n  Table 3.6.' rates 

increased over the five-year period f o r  both SSUIICitrus County systems 
- I/ . . + < ; . - . e +  ~~~ I .  , .  
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and fo r  the  F lo r ida  C i t i e s  system, Barefoot Bay. GW's Brevard County 

system had no r a t e  change over the per iod whi le the GDlJ/Warlon County 

system had a dramatic decrease o f  61.67 percent i n  1987. The l a t t e r  

system's ra tes then increased by 23.61 percent i n  1988. 

Table 3.7 shows that rates were somewhat higher i n  1988 than i n  

1984 for  three o f  the f i v e  systems. SSUIICitrus County's two system had 

1988 rates which were 18.78 percent and 14.92 percent higher than t h e l r  

1984 rates. F lo r ida  C i t l e s '  Barefoot Bay system had rates which were 

8.47 percent higher I n  1988 than i n  1984. Cw's Harlon County system, 

S i l v e r  Spring Shores, had rates which were 52.62 percent lower i n  1988 

than they were i n  1984 wh i l e  Qxl's Brevard County system, Por t  Walabar, 

had rates which remained the same. Wlth the exception o f  GWlMarion 

County. there were no r a t e  declines f o r  the contro l  group during the 

f ive-year per iod revlewed. While there were no dramatic r a t e  increases, 

ratepayers i n  the contro l  group d i d  no t  experience the r a t e  decreases 

over the per iod analyzed tha t  ratepayers i n  the treatment group received. 

3-for the T m n t  G r a  
*Ql w i th  t h  r r  

i m. As discussed i n  Section 3.2, the treatment group 

expense accounts for  Outside Services Employed and Regulatory Related 

Expenses d i d  no t  demonstrate the expected pat tern o f  change: decl ines i n  

expenses fo l low ing  consolldatlon o f  r a t e  case f i l i n g s .  To the  contrary, 

these tu0 accounts for the treatment group showed general increases i n  

expenses over the five-year period. Reviewing the  analysis o f  the same 

two accounts f o r  the  control  group, three o f  the d iv is ions  demonstrated a 
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consistent pat tern o f  increases through 1986. fol lowed by decl ines i n  

1987 and 1988.2 The pattern f o r  the control  group c lear ly d l f f e r s  from 

tha t  shown f o r  the treatment group. but neither pa t te rn  supports the 

al leged e f fec ts  o f  consol idation on expenses. 
- 

For the treatment group, expenses i n  the Customer Accounts and 

Col lect ions account increased through 1986 and then decl ined 

s ign i f i can t l y  i n  1987. This i s  the e f f e c t  one would have expected f f  

consol idation resul ted i n  reduced expenses associated with b i l l i n g  and 

co l lect ions.  The control  group's expenses f o r  the Customer Accounts and 

Col lect ions account d id  not  demonstrate th is pattern. These expenses for 

the control  group d iv is ions e i the r  remained s tab le over the  per lod or 

increased steadi ly. I t  appears that there i s  support f o r  the Contention 

tha t  consol idation would r e s u l t  i n  lower expenses associated w i th  

customer accounts and col lect ions.  

-* 

w. Analysis o f  r a t e  changes f o r  the two groups produced 

in te res t i ng  comparative resul ts .  The treatment group c l e a r l y  

demonstrated r a t e  decreases fo r  the ma jo r i t y  o f  the a f fec ted  systems 

a f t e r  consolidation. whi le four o f  the f i v e  contro l  group's systems 

experienced no decl ine i n  rates dur ing the same flve-year period. Three 

o f  the f i v e  control  group systems showed steady. though d e r a t e .  

increases i n  rates during the period. Further, whi le some treatment 

group systems d i d  experience r a t e  increases, these Increases were 

outweighed by ra te  decreases I n  other systems so tha t  revenues for  the  

af fected d iv ls ions ac tua l l y  decl ined for the year. Overall, customers o f  

the consolidated systems i n  the treatment group had lower ra tes a f t e r  

consolidation. This evidence supports the  contention o f  proponents o f  
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consolldation that reduced costs would result in lower overall rates when 

uniform countywide rates are implemented. 
In sunmary, it appears that there are potential expense savings 

and the possibility of lower overall rates where systeas are consolidated 

for ratemaking purposes and uniform rates are lqlei8ented. The issue o f  

cross-subsidization will be discussed In the-next sectlon. 

3.5 Analvsls o f the w t s  Reaard ina Cross-Subsldlzatfon 

As discussed in Chapter 1, the most significant criticism of  

uniform rates Is the possibility of cross-subsidization of high cost 

systems by the customers of lower cost systems. A certain amount of 

cross-subsidization occurs with any rafemaking methodology, so the Issue 
I s  one of the degree of cross-subsidization rather than whether 

cross-subsidization occurs. Table 3.2 indicates that consolldation 

generally resulted in lower typical bills for the affected systems. 

Whfle the typical bills o f  a few systems increased, Table 3.3 shows that 

the net revenues declined in an absolute sense for each of the three 

utility divisfons after consolidation. merefore. customers in general 
had lower rates after consolidatfon. .' .I 

Sore additional points regarding the issue of cross-subsidization 

merit mention. The telecommunications Industry and the electric industry 

have long been subject to criticisms of  cross-subsidization of one class 

of customers by wtherclas>.of customers or of customers of one type of 

service by customers o f  anothir'type of service. Cost-based pricing is 

one of many objectfves 'of regulation. Achieving other objectives may 

justify settlng prices either above or below the actual cost of providing 

i 

. ~ ., - _  
- . '  . 
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a pa r t i cu la r  group o f  customers wi th  service. Further, t r a d i t i o n a l  

regulatory p r i c i n g  i s  based on h i s t o r i c a l  costs ra ther  than on current 

costs o f  providing service. Customers who are paying t h e i r  share o f  

h i s t o r i c a l  costs may i n  fact  be paying e i the r  more or l ess  than the 

current (or incremental) cost  o f  prov id ing them with service. I n  

general, cross-subsidization among customers -- o f  the  regulated po r t i on  of 

a u t i l i t y ' s  business has not been o f  as much concern t o  regulators  as 

cross-subsidization o f  unregulated services by regulated services. 

While consolidation o f  mu l t ip le  systems o f  a water and wastewater 

company f o r  ratemaking purposes could cause some systems' ra tes t o  e i the r  

increase or decrease, i t  i s  not  possible t o  conclude t h a t  these changes 

r e s u l t  i n  undesirable cross-subsidization o f  customers o f  one system by 

customers o f  another system. The e f f i c i enc ies  associated w i th  a 

consolidated approach t o  a multi-system u t i l i t y  may r e s u l t  i n  long-run 

rates for  a l l  customers being a t  lower leve ls  than they would have been 

w i th  each system treated separately. Consequently. the  issue o f  

cross-subsidization should be addressed on a u t i l i t y - b y - u t i l i t y  basis and 

the decision regarding uniform rates based on the f ind ings I n  the 

pa r t i cu la r  case being considered. 
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1. An index greater than 1 means t h a t  the rates i n  t h a t  year  re re  
greater than the rates i n  1984 for the subject  system. An index 
less than one indicates tha t  the rates were lower i n  t h a t  year than 
i n  1984. 

2. One contro l  group d i v i s i o n  demonstrated'-increases i n  outside service 
expenses throughout the period, as d i d  the treatment group d iv is ions.  
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TABLE 3.1 . . ._ _ _  - . 
REAL MPEMSES FOR THE TREATMENT GROUP* 

SOUTHERN STATES UTILITIES, INC. 

Expense Account 1984 1985 1986 1987 1988 

LAKE COUNTY SYSTEMS 

Outside Services 
Regulatory Related 
Customer Accounts 

WTNAM COUNTY SYSTMS 

Outside Services 
Regulatory Related 
Customer Accounts 

SEMINOLE COUNTY SYSTEMS 

Outside Services 
Regulatory Related 
Customer Accounts 

2.643 
4.033 

11.725 

13.580 
469 

2.287 

4,383 
1.465 

23.963 

3.188 5.810 
2,663 1.181 

10.243 9.982 

9,974 7.174 
678 1,678 

7.427 7,985 

9.399 11.890 
6 1,248 

24,541 29.295 

6.183 
1,327 
5,337 

6,989 
1.115 
5.198 

12.080 
3.262 

20.389 

7.505 
7.056 
6.037 

7.946 
1.205 
5.143 

15.495 
6.610 

19.964 

*Values def la ted t o  1984 values using BLS CPI-U. 
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REAL EXPENSES FOR THE TREATMENT GWP 

SOUTHERN STATES UTILITIES, INC. 

SEMINOLE COUNTY SYSTEMS 

LAKE COUNTY SYSTEMS 
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PUTNAM COVNM SYSTEMS ' . 
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I ',. I , 

.* , Source: 1984-1988 annual reports.  
Notes: Putnam consolldated t n  1986; Semlnole and Lake consoltdated I n  1987. 

A l l  values deflated t o  1984 uslng BLS CPI-U. 
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TABLE 3.2 
NOMINAL RESIDENTIAL MTER RATES FOR THE TREATMENT GROUP 

TYPICAL B I W T H L Y  BILLS. 
SOUTHERN STATES UTILITIES. INC. 

w(E Qlurn WTW 
Carlton Villaem 

. East Lake Harris 
Fern Terrace 
Frimdly Cmter 
Hobby H i l l s  
Ibmingviw 
Palms m Park 
Picciola I s l m d  
Piney b o d s  
skycnrt  
Spring Lake Manor 
Stone Ibuntain 
vmetim Village 
Westem Shons 

WTNUl Q)u(Ty SYSTEMS 
Hemits Cove 
Palm P o r t  
Park Manor 
Pollon. Park 
River Grove 
River Park 
Saratoga Harbor 
Vel aka 
Vootm 

SMINOLE EDUWTY SYSTEMS 
Apple va11.y 
thPI1UOtJ 
001 Ray h o r  
Druid H i l l s  
Fern Park 
H a m y  Hour 
Lake 8r.ntl.y 
Lake Harriet 
Wwdith Manor 

30.23 1.98 30.83 8.04 33.31 (12.73) 29-07 1.48 29.50 
30.23 1.98 30.83 8.04 '33.31 (12.73) 29.07 1.48 29.50 
26.70 2.13 29.31 7.86 31.62 (8.W) 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.46 29.50 
18.85 2.18 19.26 8-05 20.81 39.69 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.48 29.50 
28.70 2.13 29.31 7.68 31.62 (8.W) 29.07 1.48 29.50 
30.23 1.98 30.83 8.04 33.31 (12.73) 29.07 1.48 29.50 

21.30 1.92 21.71 9.17 23.70 22.66 29.07 1.48 29.50 
21.09 1.99 21.51 8.37 23.31 24.71 29.07 1.48 29.50 

28.70 2.13 29.31 (~0.91) 23.18 25-41 29.07 1.4 29.50 

31.54 2.95 32.47 34.96 43.82 

23.46 44.25 33.84 29.49 43.82 
34.83 (2.84) 33.84 29.49 43.82 
29.87 13.29 33.84 29.49 43.82 
31.54 2.95 32.47 %.ob 4.82 
31.54 2.95 32.47 34.96 43.82 
31.54 2.95 32.47 34.96 43.82 
31.54 2.95 32.47 34.96 43.82 

32.61 3.77 3 3 . ~  29.49 43.82 
(4.66) 
(4.66) 
(4.66) 
(4.66) 
(4.666) 
(4.66) 
(4.66) 
(4.66) 
(4.66) 

22.44 1.87 22.66 1.88 23.29 
18.67 2.52 19.14 2.51 19.62 
18.67 2.52 19.14 2.51 19.62 
18.67 2.52 19.14 2.51 19.62 
22.44 1.87 22.86 1.68 23-29 
23.83 2.81 24.50 5.43 25.83 
23.83 2.81 24.50 5.43 25.83 
22.44 1.87 22.M 1.66 23.29 
22.44 1.87 22.86 1.68 23-29 

(5.45) 
12.23 
12.23 
12.23 
(5.45) 

(14.n) 
(14.75) 
(5.45) 
(5.45) 

41.78 3.54 43.26 
41.78 3.54 43.26 
41.78 3.54 43-26 
41.78 3-54 43.26 
41.78 3.54 43.26 
41.78 3.54 43.26 
41.78 3.54 43.26 

41.78 3.54 43.26 

_ .  

41.78 3.54 43.26 

22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 
22.02 1.14 

22.27 
22.27 
22.27 
22.27 
22.27 
22.27 
22.27 
22.27 
22.27 

*The typical bimonthly bi l ls  w n  estimated using each s y s t u ' s  t a r i f f s  md M a s s l u d  
average nsidmtial  consuption of 7,000 gallons per month. 

- 



TABLE 3.3 
EFFECT OF RATE CHANGES ON AVERAGE WATER BILLS AND 

ON TREATMENT GROUP SYSTEM REVENUES* 
SOUTHERN STATES UTILITIES,  INC. 

06-87 1985 65-86 1986 86-67 1987 8546 86-87 8 7 6 8  
I 

U K E  COUNTY SYSTEMS 
Carltan V i l l a w  
E i s t  Lakr Harris 
Fern Trrracr 
Frimdl Cqbr 
Hobb d t l s  
brnlngviw 
Palm8 m Parh 
Picciola Xs lun l  
Piney Woods 
Skycrrs t 
Sprhg Lakr k n o r  
Stonr h t a l n  
Vmrt~rn  villa^ 
Wrstrm S h o m  ,' 

41 .f2 
43.15 
81.11 
11.01 
66.04 

,, 33.10 
23.12 
w.00 

!, 126.34 
, 29.75 

126.35 
8.50 

< 38.66 
I' 61.66 

30.23 
30.23 
28.70 
30.23 

'..SO .23 
40.23 
'30.23 
18.B 
30.23 

.28.70 
30.23 

:.. ' 21.30 
~ ' .: 21.09 

28.70 

SMXNDLE #)uIIy nShS 
A 1. Vallry 

001 Ray Manor 
Druid Hi l ls  
Fern Park 
Hara6ny Hous 
Lakr Ormtlry 
Lakr Harriet 
k n d i t h  Ranor. : 

E ~ l u o t a  

PlmM cowrv SYmJS y 37*1* 
H.mI t s  cove 
pala port 31.33 
Pwk )(mor 12.81 
P w n a  Park 142.40 
Rivrr  6mr 67.80 
R ivr r  Park 79.89 
Saratoga Harbor 16.52 

' Wrlaka 30.46 
wootm 3.53 

939.41 
389.41 
93.77 

365.15 
124.94 
63.44 
46.63 

200.09 
558.02 

0.60 
0.60 
0.61 
0.60 
0.60 
0.60 
0.60 
0.41 
0.60 
0.61 
0.60 
0.61 
0.41 
0.42 

30.83 
30.83 
29.31 
30.83 
30.83 
30.83 
30.83 
19.26 
30.83 
29.31 
30.83 
29.31 
21 -71 
21.51 

2.48 33.31 (4.24) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 
2.31 31.62 (2.55) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 
1.55 20.81 8.26 29.07 0.43 
2.48 33.31 4.24) 29.07 0.43 
2.31 31.62 l2.55) 29.07 0.43 
2.48 33.31 (4.24) 29.07 0.43 

(6.13) 23.18 5.89 29.07 0.43 
1.99 23.70 5.37 29.07 I 0.43 
1.M) 23.31 5.76 29.07 ' 0.43 

,.. 

0.47 19.14 
0.47 19.14 
0.42 2L86 
0.67 24.50 
0.67 24.50 
0.42 22.66 
0.42, 22.86 

~ 

31.54 0.a 32.47 11.35 43.82 (2.04) 41.78 
39.61 1.23 33.84 9.98 43.82 (2.04) 41.78 
23.46 10.38 33.84 9.98 43.82 (2.04) 41.78 
34.83 (0.99) 33.84 9.98 43.82 2.04 41.78 
29.87 3.97 33.84 9.98 43.82 1 1  2.04 41.78 
31.54 0.93 32.47 11.35 43.82 (2.04) 41.78 
31.54 0.93 32.47 11.35 43.82 (2.04) 41.78 
31.54 0.93 32.47 11.35 43.82 (2.04 41.78 
31.54 0.93 32.47 11.35 43.82 (2.041 41.78 

22.44 
18.67 
18.67 
18.67 
22.44 
23.83 
23.83 
22.44 
t2.u 

0.42 22.86 0.43 23.29 
0.47 19.14 0.48 19.62 

0.48 19.62 
0.48 19.62 
0.43 23.29 
1.33 25.83 
1.33 25.83 
0.43 23.29 
0.43 23.29 

(1.27) 22.02 
2.40 22.02 
2.40 22.02 

29.50 
29.50 
29.50 
29.50 
29.50 
29.50, 
29.50 
29.50 
29.50 
29.50 
29.50 
29.50 
29.50 
29.50 

1.48 43.26 
1.48 43.26 
1.40 43.26 
1.48 43.26 
1.48 43.26 
1.48 43.26 
1.48 43.26 
1.48 43.26 
1.40 43.26 

0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 
0.25 22.27 

25.03 103.47 
25.89 .107.01 
49.48 187.36 
6.61 27.30 

39.62 163.78 
19.86 82.09 
13.87 57.34 
39.36 148.80 
75.00 313.32 
18.15 66.72 
75.81 313.35 
5.18 (52.11 

1S.m 76.93 

M M  
34.52 
38.54 

132197 
(1N.W) 
269.17 
74.30 
15.36 
28.33 

-1311 
455.49 

394.55 
183.02 
44.07 

171.62 
52.47 
42.50 
31 -24 

176.89) 17.94 
182.96) 18.55 

(206.83 34.88 

80.01 28.40 I 1  140.34 14.23 
(98.03) 9.94 
792.W 41.28 

(535.66) 54.33 
75.86 ' 12.79 

(535.72) 64.33 
) 50.07 3.66 

207.60 16.62 

1".661 4.73 

I 

! Ma 
421.31 (75.72) 54.94 
312.67 (63.91h 46.37 
127.04 (26.13) le.% 

187.50 (33.70) 24.45 

403.95 (1193.05) 
186.92 934.58 
45.01 225.05 

175.27 876.36 
' 53.72 (158.67) 

84.38 (241.71) 
62.02 177.66 
86.04 1254.111 

M W  

234.85 
97.35 
23 .U 
91.29 
31.24 
15.W 
11.66 

*Changes i n  watrr b i l l s  b a r d  on avrragr ERCs i n  t9ss-87 and bimonthly consunption o f  14.000 gallons. 
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TABLE 3.4 . . ._ __ - . 
RESIDENTIAL WATER RATES INDM FOR THE TREATMENT GROUP 

SOUTHERN STATES UTILITIES, INC. 

1984 1985 1986 1987 1988 

LAKE COUNTY SYSTEMS 

Carl ton V i l lage  
East Lake Harr is  
Fern Terrace 
Fr iendly  Center 
Hobby H i l l s  
Morn1 ngvl ew 
Palms MH Park 
P icc io la  Is land 
Piney Woods 
Skycres t 
Spring Lake Manor 
Stone Mountain 
Venetian V i  11 age 
Western Shores 

W W  COUNTY SYSTEMS 

Hermits Cove 
Palm Por t  
Park Manor 
Pomona Park 
River Grove 
River Park 
Saratoga Harbor 
Welaka 
Wooten 

SEMINOLE COUNTY SYSTEMS 

Apple Val ley 

Dol Ray Manor 
Oruld H i l l s  
Fern Park 
Harmony Homes 
Lake atant ley 
Lake Har r i e t  
Meredl t h  Manor 

. Chul uota 

1.00 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1.00 
1 .oo 
1 .oo 
1 .oo 
1.00 
1 .oo 
1 .oo 
1 .oo 

1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .a 
1 .oo 
1 .oo 
1 .oo 
1 .oo 

1 .oo 
1 .oo 
1 .oo 
1 .oo 
1-00 
1 .oo 
1 .oo 
1-00 
1 .oo 

1 -01 98 
1 .0198 
1.0213 
1 .0198 

1 .0198 
1.0198 
1.0218 
1 .0198 

1.0198 
1 .On3 
1.01 92 
1.0199 

1 .Olga 

1 .a213 

1.0295 
1.0377 
1.4425 
0.9716 
1.1329 
1.0295 
1.0295 
1.0295 
1.0295 

1.0187 
1.0252 
1.0252 
1.0252 
1 .0187 
1.0731 
1.0731 
1 .OM7 
1.0187 

1 .lo19 
1.1019 
1.1017 
1 .lo19 
1.1019 
1 .lo19 
1 .lo19 
1 .lo40 
1.1019 
1.1017 
1.1019 
0.8077 
1.1127 
1.1053 

1.3893 
1 .3438 
1 .a679 
1.2581 
1 .4670 
1.3893 
1 .3893 
1.3893 
1.3893 

1.0379 
1 .os09 
1 .os09 
1.0509 
1.0379 
1.1314 
1.1314 
1.0379 
1.0379 

0.9616 
0.9616 
1.0129 
0.9616 
0.9616 
0.9616 
0.9616 
1.5422 
0.9616 
1.0129 
0.9616 
1.0129 
1 .3648 
1.3784 

1.3247 
1.2812 
1 . n o 9  
1.1995 
1 .3987 
1 .3247 
1.3247 
1 .3247 
1 .3247 

0.9813 
1.1794 
1.1794 
1.1794 
0.9813 
0.9240 
0.9240 

0.9813 
0.9813 

0.9759 
0.9759 
1.0279 
0.9759 
0.9759 
0.9759 
0.9759 
1 .5650 
0.9759 
1.0279 
0.9759 
1.0279 

1 -3988 
1 -3988 

1.3716 
1.3266 
1 .a440 
1.2420 
1.4483 
1.3716 
1.3716 
1.3716 
1.3716 

0.9924 
1.1928 
1.1928 
1.1928 
0.9924 
0.9345 
0.9345 
0.9924 
0.9924 

Putnam consolldated i n  1986; Seminole and Lake consolidated i n  1987. 
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TABLE 3.5 
REAL EXPENSES FOR THE CONTROL GROUP* 

SOUTHERN STATES UTILITIES. INC. 

Expense Account 1984 1985 1986 1987 1988 

FLORIDA CITIES HATER COHPANY 
BREVARD COUNTY 

Outside Services 4.683 4,522 46,647 34.867 40,718 
Regulatory Related 5.621 5.026 5,145 459 71 1 
Customer Accounts 27.346 32.480 21,363 21,613 23.998 

GENERAL DEVELOPMENT UTILITIES, INC. 
BREVARD COUNTY 

Outslde Services 29.726 -40.765 217.630 114.067 89,337 
Regulatory Related 11.516 1,771 4,358 694 2.865 
Customer Accounts 34.033 53.700 108,950 120,923 120.271 

GENERAL DEVELOPMENT UTILITIES, INC. 
MARION COUNTY 

Outside Services 26,155 25.677 351,996 156.213 152.641 
Regulatory Related 11,624 3,542 4.421 1,593 18,016 
Customer Accounts 116.799 126.633 153.583 150,820 158.233 

SOUTHERN STATES UTILITIES. INC. 
CITRUS COUNTY 

Outside Services 875 1,819 2.159 2,094 4.499 
Regulatory Related 1,141 0 0 559 23 
Customer Accounts 3,586 3.174 3.133 4.788 4.655 

Source: 1984-1988 annual reports. 

*Values deflated t o  1984 values using BLS CPI-U. 
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REAL EXPENSES FOR THE CONTROL GROUP* 

GENERAL DEVELOPMENT U T I L I T I E S ,  INC. 
MARION COUNTY 
1 r I W d e  

I I 1 

n n  nm O W ?  1001 

GENERAL DEVELOPMENT U T I L I T I E S ,  INC. 
BREVARD COUNTY 
1 W U d  
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Source: 1984-1988 annual reports. 
* A l l  v a l u e s  d e f l a t e d  t o  1984 u s l n g  BLS CPI-U. 
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TABLE 3.6 
NOMINAL RESIDENTIAL WTER RATES FOR THE CONTROL GROUP 

TYPICAL BIMONTHLY BILLS’ 

RORIM CITIES VATER UmPANy 
BREVARO mUrn - 

Barefoot Bay 21.84 3.66 22-64 1.59 23.00 1.48 23.34 1.50 23.69 

GENERAL DEVELOPMENT UTILITIES. INC. 
BREVARO AND WRIffl CourrIES 

Port Malabar 36.68 0.00 36.68 0.00 36.68 0.00 36.68 0.00 36.68 
Si lver Spring Shores 36.68 0.00 36.68 0.00 36.68 (61.67) 14.06 23.61 17.38 

SWTHERN STATES LITILITIES. INC. 
CITRUS WWlY 

Apache Shores 66.20 2.72 68.00 1.41 68.96 5.02 72.42 5.05 76.08 
Oak Forrest 17.84 4.43 18.63 4.08- 19.39 4.07 20.18 5.00 21.19 

‘The typical bimonthly b i l l s  were e s t i u t d  using each r y r t r ’ s  t a r i f f s  and an a s s d  
avmrage residential consuption o f  7.000 gallqns per month. 
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TABLE 3.7 
RESIDENTIAL WATER RATES INDEX FOR THE CONTROL GROUP 

FLORIDA CITIES HATER COnPANY 
BREVARD COUNTY 

Barefoot Bay 1 .oo 

GENERAL DEVELOPMENT UTILITIES, INC. 
BREVARD AND MARION COUNTIES 

Por t  Mal abar 
S i  1 v e r  Spring Shores 

1 .oo 
1 .oo 

SOUTHERN STATES UTILITIES. INC. 
CITRUS COUNM SYSTEMS 

Apache Shores 1 .oo 
Oak Forrest 1 .oo 

1 A366 - -  1 .D531 

1 .OoOo 
1 .oooo 

1.0272 1.0417 
1.0443 1.0869 

1.0687 

1 .oooo 
0.3833 

1 .0940 
1.1312 

1 .0847 

1 .OoOo 
0.4738 

1.1492 
1 .1878 
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This report has assessed the v a l i d i t y  o f  claims that  consolidated 

ratemaking and UCRs benef i t  ratepayers and resu l t  i n  cost savings. He 

u t i l l z e d  f inancial accountlng data, contalned i n  selected u t i l i t i e s '  

annual reports, and water service t a r l f f  data t o  evaluate the issues 

associated v i th UUIs. Data were also obtained from a suwey o f  the water 

and wastewater Industry i n  Florlda and frm a suwey o f  corrlsslons 

across the nation. Data reviewed were those we belleved would reveal the  

claimed consequences o f  UCRs: selected operating costs and residential 

water rates. 

I n  some cases, data collection, and hence analysis, was hampered 

by inconsistency I n  recordkeeping across u t i l i t i e s .  Data sought were not 

compatible across u t i l i t i e s  and I n  some cases were unavailable. The need 

for compatible data across cmpanies placed severe res t r i c t ions  on the 

number o f  u t i l l t l e s  and systems tha t  were included i n  the study. 

Chapter 1 defined uniform companywide rates, reviewed selected 

h is to ry  o f  UCRs i n  Florida, and discussed Issues surrounding 

implementation o f  UCRs i n  Florida u t i l i t l e s  and I n  u t i l i t i e s  across the 

nation. Chapter 2 mapped out the study lethodology. described the data 

collected, and defined the treatment and the control groups. Chapter 3 

outlined the selected accounts, presented analysis o f  the accountlng data 

and analysis o f  the residential water rates for both the treatment and 

the control groups. 

- 
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, As indicated i n  Chapter 1. proponents o f  UCRs c la im tha t  

consol idation and uniform rates w i l l  reduce costs fo r  accounting and 

recordkeeping and w i l l  streamline a c t i v i t i e s  re la ted  to processing 

customer accounts and col lect ions.  r e s u l t i n g  i n  reduced costs i n  t h i s  

area. Further, f i l i n g  one ra te  case for  mul t ip le  systems ra ther  than 

f i l l n g  separate r a t e  cases for i nd iv idua l  systems ril l  reduce r a t e  case 

re la ted  expenses. Opponents contend t h a t  uniform rates w i l l  r e s u l t  i n  

cross-subsidization among systems i f  the  costs o f  providing water or 

sewer services are s i g n i f i c a n t l y  ' d i f f e r e n t  f o r  t he  systems being 

consolidated for  ratemaking purposes. 

Based on the resu l t s  o f  this study, sane general conclusions my 

be drawn regarding the v a l i d i t y  o f  these claims. Our analysis o f  the 

treatment group data d id  not  reveal the expected decreases - in  two o f  the 

expense accounts examined: Outside Services Expenses and Regulatory 

Related Expenses. The t h i r d  account examined. Customer Accounts and 

Collect ions, d i d  decl ine as expected. Customer Accounts and Col lect ions 

expenses f o r  the control  group e i the r  remained s tab le over the  per iod 

analyzed or increased steadi ly.  It appears tha t  there i s  support for  the 

contention t h a t  consol idat ion would r e s u l t  i n  lower expenses f o r  

processing customer accounts and co l lect ions.  
. 

I f  consolidation resu l t s  i n  reduced costs t o  the  u t i l i t y ,  then one 

evidence o f  the  reduced costs should be reduced rates. Analysis o f  r a t e  

changes for  the treatment and contro l  groups produced in te res t i ng  

comparative resul  tr. The treatment group c l e a r l y  demonstrated r a t e  

decreases f o r  the m j o r i t y  o f  the a f fec ted  systems a f t e r  consol idat ion 

whi le four o f  the f i v e  contro l  group's systems experienced no r a t e  
- 
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decl ines during the five-year per iod analyzed. Further. whi le  some 

treatment group systems d i d  experience r a t e  increases a f t e r  

implementation of uniform countyvide rates, these increases were 

outweighed by r a t e  decreases i n  other systems so t h a t  revenues for the 

consolidated d iv is ions ac tua l l y  decl ined a f t e r  consol idat ion took 

ef fect .  A net  decl ine I n  revenues I s  consistent w i th  a ne t  reduct ion i n  

costs. The analysis o f  r a t e  changes f o r  the-treatment group supports the 

c la im t h a t  consol idation would r e s u l t  I n  reduced costs f o r  the u t i l i t y .  

The analysis o f  rates also permits us t o  general ly assess the 

l i ke l i hood  t h a t  uniform rates r e s u l t  I n  undue cross-subsidization of 

customers o f  higher cost systems by customers o f  lower cost  systems. 

While It i s  not  possible t o  draw a d e f i n i t i v e  conclusion regarding the 

degree o f  cross-subsidization without a deta i led analysis o f  the costs of 

each system, the ra te  analysis indicates t h a t  the average customer had a 

lower b i l l  a f t e r  consol idation since more customers experienced r a t e  

decl ines than r a t e  increases. Further. the decl ine I n  ne t  revenues lends 

support t o  the contention t h a t  consol idation increases u t i l i t y  e f f i c i ency  

and resu l ts  i n  reduced overa l l  costs. Addi t ional  gains I n  e f f i c i e n c y  may 

be achievable i n  the long run as the u t i l i t y  i s  ab le t o  p lan on a 

consolidated basis f o r  addi t ional  p lan t  needs. I f  such-long run gains 

occur. then a l l  customers may have lower ra tes i n  the  future than would 

have been the case i f  the u t i l i t y  had not  consolidated. Therefore, whi le 

some customers may experience short-run increases i n  ra tes when a u t i l i t y  

converts t o  uniform rates, one cannot conclude tha t  such increased ra tes  

const i tu te  undue cross-subsidization. 

While the s ize o f  the sample used for t h i s  study was constrained 
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by a number of factors, these preliminary results indicate that  

consolidation and uniform rates serlt serious consideration on a 

u t i l l t y -by -u t i l i t y  basis. A rate case proceeding would fac i l i t a te  

obtalning the detailed data necessary t o  more de f in i t i ve ly  ass@ss the 

benefits t o  be gained frm consolidation and unlform rates for a given 

u t i  1 i ty. - 

.. 

. , . .  - .  . 
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A number o f  intervenors i n  the F lo r i da  Gas Company Case presented 
testimony on the  appropriateness o f  uniform companywide rates. The 
Indus t r i a l  Gas Consumer Coanittee (IGCC)--an organizat ion with large 
i ndus t r i a l  users i n  the Jacksonvi l le and Lakeland areas d i d  not support 
uniform rates. IGCC stated t h a t  many costs d i f f e r e d  and were r e l a t i v e  t o  
the  therms o f  gas sold, and tha t  cost  charac ter is t i cs  o f  the markets 
served var ied considerably. IGCC argued t h a t  whi le  uniform companywide 
rates would not inmediately r e s u l t  i n  r a t e  increases for  a l l  d iv is ions.  
appl icat ion o f  a s ing le t a r i f f  throughout the company's d i s t r i b u t i o n  
d iv is ions  would eventual ly create a h igh  leve l  o f  cross-subsidization 
between customers o f  d i f f e r e n t  div ls ions.  IGCC i d e n t i f i e d  densi ty  o f  
customers per square m i le .  the load f a c t o r  o f  the market sewed. and the 
size o f  load per custmer as factors  which would vary by service area. 
IGCC argued t h a t  changes i n  these factors  would cause costs t o  vary 
across d iv is ions  and r e s u l t  i n  Subsidization of  customers o f  one d i v i s i o n  
by customers o f  another d i v i s i o n  i f  the rates were the  same. Therefore, 
according t o  IGCC. i f  rates were to  r e f l e c t  costs, rates should be 
determined on an ind iv idual  system basis rather than on a companywide 
basis. 

The F lo r ida  Public U t i l i t i e s  Company (FWC) a lso  argued against 
uniform companywide rates. FPUC d is t r i bu tes  natural gas i n  F lo r i da  
through three separate nonlnterconnected div is ions:  Palm Beach, West 
Palm Beach and Lakeland. The u t i l i t y  s ta ted that consolidated f i l i n g  and 
uniform companywide rates would no t  produce the k i n d  o f  cost savings 
claimed by other u t i l i t i e s  because o f  variances i n  operat ing costs f o r  
the d i f f e r e n t  systems. The u t i l i t y ' s  argument t h a t  costs would vary by 
system was based on three main factors:  the market charac ter is t i cs  
fac ing the div is ions,  the geographical dispersion o f  the operating 
div is ions,  and the c l ima t i c  condit ions a f f e c t i n g  each o f  the d iv is ions.  

FPUC stated tha t  c l ima t i c  di f ferences and d i f f e r e n t  cus tmer  
character is t ics  would discourage uniform companywide rates.  For example. 
the Hest Palm Beach d i v i s i o n  serves a tour is t -o r ien ted  market w i th  
numerous hotels,  motels, restaurants and s i m i l a r  c m e r c i a l  
establishments whose space heating requirements are minimal. The 
Lakeland d i v i s i o n  serves customers whose demand f o r  space heat ing i s  
greater because o f  r e l a t i v e l y  colder temperatures dur ing the  winter  
season. The costs for  servfng these two d iv i s ions  would vary 
considerably because the demand character is t ics  are d i f f e ren t .  FWC 
contended t h a t  i f  uniform rates were implemented, there could be 
s ign i f i can t  cross-subsidization between customers o f  these d iv is ions.  

Peoples Gas System (PGS) presented arguments i n  favor o f  
consolidation and uniform companywide rates. The u t i l i t y  stated t h a t  
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consolldatlon o f  d i f ferent  divisions o f  i t s  company f o r  ratenuking 
purposes was desirable because It would reduce Operating costs by over 50 
percent. Furthermore. the u t i l i t y  claiaed that  a l l  o f  I t s  operating 
divislons were comparable i n  system age, number o f  employees. service 
characteristics. and method o f  distr ibution. The u t i l i t y  concluded that  
consolldatlon and uniform companywide rates could be achieved with 
s lgn l f icant  advantages that  would outweigh the effects o f  
cross-subsidization. 

Florida Gas Company (FGC) argued that  the advantages o f  
consolidated ra te  case f i l l n g s  and uniform cmpanywide rates would far 
exceed the i r  disadvantages. The u t l l i t y  took t h i s  posit ion based on the 
resul ts  o f  a number o f  in-house studies conducted on consolidation. One 
o f  the studies we reviewed demonstrated that  one consolidated 'Statement 
O f  Income And Expense Account' would provide the same data, including 
sources and uses o f  funds f o r  each o f  the seven divisions that  would be 
available l f  each division f i l e d  separately. A consolidated f i l i n g  was 
expected t o  elfmlnate preparing and f i l l n g  seven separate statements o f  
income and expenses. Costs associated with t h i s  expedlted process alone 
would be m r e  than 50 percent less than the costs associated with 
separate f i l i ngs .  

Furthermore. the FGC study showed that  I f  the operating plants 
were treated as a single u n i t  rather than as separate systems, the 
accounting department could consolldate a l l  plant depreciation records 
and re f lec t  a complete picture o f  the en t i re  ut l l l ty. T h i s  would assfst 
i n  identi fying plants requiring increased safety checks and additional 
mafntenance because each plant's operational capabil i ty would be measured 
against other plants with the same l i f e  span. The u t i l i t y  concluded that 
uniform cmpanywide rates would reduce to ta l  Operating costs and the 
savings would be passed on t o  the ratepayers. 
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MTAI INFWTION REQUEsT ON 
UNIFORM SYSTWIDE RATES 

Company Name: 

Name. t i t l e ,  and telephone number of 
company o f f i c i a l  responding t o  request: 

PLEASE RETURN TO: 

D iv is ion  o f  Research 
F lo r ida  Public Service Coarmission 

101 East Galnes Street  
Tallahassee, F lo r ida  32399-0872 

Please be as spec i f i c  as possible 

1. 

2. 

3. 

Uniform countywide rates have been implemented for ce r ta in  groups o f  
systems owned by your company. 

a. For the purposes o f  se t t i ng  these rates, why were systems 
grouped the way they were w i th in  the same county? 

b. Why were consolidated ratemaking treatments and uniform rates 
requested only on a countywlde basis? 

c. Why were consolidated ra te  making treatments and uniform rates 
not  requested f o r  a l l  your water and wastewater systems w i th in  
one county? 

What prompted your company t o  f i l e  i t s  i n i t i a l  request for separate 
systems t o  be considered together for the purposes of determining 
t o t a l  revenue requirements? 

a. I n  what ways d i d  adoption of uniform rates benef i t  your company? 

What kinds o f  customer reactions have there been t o  the uniform 
rates charged by your conrpany? 
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Would you l i k e  t o  see uniform rates impleaented i n  a l l  of the 
systems operated by your company statewide? why o r  h y  not? 

Do you have any recommendations f o r  ways t o  implement uniform rates 
such that the benefits of reduced administrative costs could be 

the negative aspects o f  cross- rea l  1 zed 
subsidization? Please descr be your recoomendations i n  de ta i l .  

A certain amount o f  cross-subsidization occurs v i th  any ra te  making 
scheme and no rate structure i s  en t i re l y  perfect. H i th  tha t  i n  
mind, please coment on the issue o f  cross-subsidization associated 
with uniform rates. Speciffcally. do you believe cross- 
subsidization i s  a legitimate concern and-why? 

Please iden t i f y  and estimate, I f  possible, the kinds o f  cost savings 
tha t  have been realized as a resu l t  of  uniform rates i n  those areas 
where they are in  effect. 

Have uniform rates caused you t o  incur any unanticipated additional 
costs? I f  yes. please iden t i f y  and estimate those costs. Were they 
one-time or recurring costs? 

One o f  the claimed benefits o f  uniform rates I s  t h a t  they f a c i l i t a t e  
centralized recordkeeping and b i l l i n g  functions. However, 
cent ra l f ted recordkeeping and b i l l i n g  a c t i v i t i e s  are benefits which 
appear t o  be due t o  centralized management and ownership rather than 
t o  the use o f  uniform rates. How have uniform rates enabled your 
company t o  reduce costs over and above cost reductions at t r ibutable 
t o  centralized management? 

How w c h  would you estimate your caapany saves I n  ra te  case expenses 
by v i r t ue  o f  consolidated ra te  fflings and uniform rates? (Please 
describe how yw arr ive a t  your estimate.) 

Cwments: 

8inl.izin! 
whl 1 e 

4. 

5. 

6. 

7. 

8. 

9 .  

10. 

11. 
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: pumraM1: Uniform count de rator have boon ilp1aant.d f o r  certain roups of 

rates: 

(a) Vhy wore systms rowad the 
(b) % WN consol?dated r a t s i n  trntmants and uniform rates 

(e) yhy wre consolidated ratmaking treatments and uniform rates not 
requested for a11 your mtu md wastewater systms within one 
county? 

s y s t u  om 2 by your c q y .  For the purposes of se t t  ? ng these 

they wre within tho s w  county? 

ngursted only on a countyrida bu?s? 

RESWNSE - 
At lant ic U t i l i t i e s  (.) Atlantic U t i l i t i e s  operates nine mtor s y s t a  and tw urrtmutw 
of Jacksonville, Inc. systms. a11 of which are located within the consolidated City of 

Jacksonville. V ~ M  there s y s t r s  wore acquirod i n  1983. they already 
had uniform rates i n  place. A l l  o f  AU)I’s systems are unagod md 
opentad by a c-ly shared group of rployoor. tonsowmtly. there 
systms share EolDn costs. (b) Atlantic U t i l i t i e s  of Jacksonville. 
Inc.. OWIS no FPSC-r~lated water md wastwtrr u t i l i t i e s  outside of 
R n a l  County. (e) not applicable.’- 

Florida C i t ies  
Water CWMY 

Jacksonville 
Suburban U t i l i t i e s  

(a) Tho cog lny  oporatos only one s y s h  in  nJI count regulatd by 
the FPPX, except f o r  Lee County. M t h i n  Loo County, &ra are f ive 
s y s t u  ( th rn  s y s t u  south o f  the trloosahatchoo River and two 
s y s t u  north o f  th. river). with auh s y s t a  prwiding both water 
md wartwater tmat..Rt. I n i t i a l l y ,  uniform rates wre adopted by 
region. with on. set o f  rates f o r  water i n  tho northern mgion and 
another set of rates f o r  water i n  the southorn region. A similar 
rata structure applied t o  uastrrator. A t  a la te r  date. cwntyn.de 
uni fom rates wore implmonted. with one set of rater for water 
systems md another set of rates for wastewater systms. In  1986, 
the coqany rwerted to regional uniform rates for wastewater when 
the c a p u y  bu i l t  an advanced wastewater t rea twnt  plant i n  south 
Fort Hyen. lha M plant resulted i n  a signif icant cost 
d i f fe rmt ia l  betwon wartwater trntaont In the southern mion and 
wartmuter treatment i n  tho northern rogion ud the coqmy  f e l t  that 
countyvide uniform rates for wastewater wre no longer jus t i f ied .  
Countywide uniform rates f o r  water wore retained. (b) )lot 
addressed. (c) Countywido uniform water rates a n  s t i l l  i n  place i n  
Lee County, the only county where Florida Cit ies has more than one 
systm. The countywide rates for wartwater w n  revised becurse of 

differentials ktmn sys t ra .  

(a) Systas i n  the s u .  county wore grouped togother so that separate 
f inancial records w l d  not be u in ta ined  f o r  each sys ta .  Uhm 
separate rates wore used i n  tho s w  county, the coqany u in ta ined  
separate rocordkooping for n c h  s y s t r  ditch nquirod additional 
personnel, oquipmt. urd office supplies. Each systm would have to 
f i l e  i t s  o*n rate case. md mot a11 FPX f i l i n g  r e q u i m n t s ,  and 
incur additional rate case exponse. A l l  these added operating 
expenses are eliminated by uniform rator through consolidation of 
oporationr. (b) Tho c a p u y  -rated i n  only one county e t  the t i r  
of tho l a s t  rat. C U ~ .  As a result, uniform rator provided 
administrative e f f i dmcy  since the c-y d id  not have t o  dotormine 
which goographical location o r  h i c k  c u s t w r  certain rates applied 
t o  and i n  what order thoy applied. 

the CmStruCtion of the Iw1 plant which n S u 1 t . d  i n  Significant cost 

(e) Not applicable. 
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QuoTIorr 1: (continued) 

YTILITY RESWNSE 

Southern States (a) In  th. cwnties r h e n  Southern States h u  uniform rates, s y s t r r  
U t i l i t i e s  a n  grouped to reflect similar typos of water urd w t r m t o r  l an t  

oporations operation maintnmce expanses. In  -npffical 
a n u  rh .~  systas a n  intorconnutad o r  co-located, tho SY grarp 
of  mployoos could k used to  pmvid. s e n i c n  i n  a11 th. s y s t r r .  
This practice w u l d  save tho u t i l i t y  additional labor costs. For 
ex-18. one s y s t r  unapr i s  used t o  NMW the s y s t c r  . 
w f i c e  -nistrative porsonrul u. u t i l i z d  t o  ruug.3  custmmr 
accounts and bil l ings. ud OM gray o f  maintmmce onginnrs i s  
u t i l i z d  to  supenire ud maintain a1 systns.  Water urd wastnater 
t n a t m t  costs uy ba similar, u d  pwar costs fo r  w i n g  mtor N 
k similar since water i s  dram from tho SY source. 6.ogr.ghicar 
locations of s y s t r r  a n  c r i t i c a l  ud r a w i r e  consideration bofon 
cabining th. s y s t c r  for ratmaking purposes. This i s  becwse of 
factors such u th. sources of ro tor  s l y .  0.9. surface water, dew 
rill. or  lake rill supplies. A c a n 8  .valuation of these factors 
wuld assist in det8mining rata uniformity for the capmy without 
creating undw cross-subsidixation ktwon various custmmr groups. 
(b) Miform rates should be designed for systas that am similar i n  
N~U- and 0.ographically close .wuoh to exchmgo pwsonnel. Uben 
similar oporations overlap i n  tw or WN counties. uniform rates 
across county limr should k swwrtad. de) SSUI stated that over 
tk. put four n th.y have mquestd consolidated r a t u k i n g  
tna tmmt r  for al?their s y s t a  in  counties when they h v e  u l t i p t e  
s y s t u .  50. of those roquests involving consolidation urd uniform 
rates a n  s t i l l  pending with the FKC. 
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pumron 2: to f i l o  tho ini t ia l  roquost for  A 
%~o~!X2P," ,~casY%Lr than to  f i l o  soparato potitions t o r  - - o u h  systm's. IWUC romnts? 

-.* L ~ 

Atlantic Utill;io# Tho'- h.r & t W d d  i ~ a k t y r i d o  uniform m t o S  for a11 of A W ' S  
of Juksonvillo s t a  si- 1974. rWI W t  such ratos nn i n  .g-t with 

%o ratosotting policy 01 tho WSC. sine. a11 nino of tho rotor .. s y s k r  and ha rutawbtor s y s t r r  a n  unwd ud owratad by a 
of tm rployeos. oporat iy  costs am f a i r ly  similar. Tho , # z ?  fit bf shard rsloyoos i s  00. of  u n y  c h a r ~ t o r i s t i c s  that 

moumgo uniform s y r t r r i d a  ratos i n  tho u t i l i t  industy.  The 
e a p u y  -fits frcr urito* rates b.causo o't s h a d  cotts. 
' I p l r .  assots Ud l iabil i t ios;  and tho worall  costs of u w i c o  
.an rtributod c-ly to a11 of th .fuiliti.s. Thus, tho M f w t  

uintm.nco. di stribution, 
tho burdon on any 

Florida Citios - n a n  1 i k o  costs. 
Vator Capry a n  significant 

ram. I n  Loo . *rating costs a n  gwra13y. similar bocrus. of c o n t r a l i d  i"uI!ng. For oxrple,  i n  Ln County. @nistrative costs in  both 

. lobor. I n  4n C a n t y  rotor s y s t l a .  JNn uniform ratos am i n  
offmet. e u s t m r  accounts ud bil l ing v. cntral i rod.  and data 

Lh. lOCJ? Md tho O.lur.1 O f f i I X  S i d l N  bOCWS0 Of S h d  

a n  fa i r ly  coqarablo. Tho largost savings fraa uniform ratos havo 
born i n  roducod rat .  cas. oxponso. Each s y s t r  maintains soparato 
financial mords, bocauso they n n t  to  bo ab10 t o  doal with my 
ratmaking standards that m y  bo (gosod i n  tho f u t u n .  Bocruso of 
t h i s  anticipation. tho c-y h u  not r e a l i d  any cost savings i n  
tho aroa of accounting and data processing. 

Jackronvillo Uniform ratos provido ah in i s t r a t iv r  officioncy. sinco s w  costs such 
Suburban Uti l i t ies  as . M n i s t n t i v e  and worhoad aro diff icul t  t o  allocato. Undor 

UtRt. uti l i t ios  do not h v o  to s h a  discroto costs u thoy apply to  
0.Ch s y s t a ;  rathor. costs a n  aggrogatod u CQPUIY costs. If 
uniform ratos nro not i l p l u n t o d .  u n a g u n t  uauld havo to  
dotomino tho tiu spont on 0 4 1  s y s t a  to  segng.to costs associated 
with oach s y s t d s  mordkoapin billings, ud uintonanco; rat. 
casos would bo fi lod soparato?;: and oach systam would rmin 
porsonnol for operations. including u r p m d @ s .  Soparato ratos 
r w l d  cause tho c o l p ~ y  to  U h t J i n  soparato accounting and finmetal 
ncords. Thoso ddod oxponsos uauld n su l t  In bighor rator t o  tho 
C U S t o r l - S .  

Southorn Stator Southorn S t a t n  Uti1itil)s roqwsts uniforr ratos i n  goographic aroas 
U t i 1  i t ios  don plant operations an similar, fixod md variablo oporating ud 

m i n i u .  Cross-subsidiration rosults d o n  you combino throo or mro 
systoms with coglotoly difforont 4 0 s  of oporation. such as . dissimilar oxponses. unwon sociooconol.ic levols. goographical 
isolation. and disparato -tor source and t r o a l m t  twhniwos. 
Additionally. cross-subsidiration i s  dnimirod if tho ~ l t i p l o  rotor 
md wastomtor utflities slum oporatiorul similaritios such u 
aMnistrat ivo ud gwral oxp.nsos. s y s t r r '  agos. typos of tmat- 
n n t .  sourus of r to r ,  goographical proximity, labor costs, and 
similar social and oconaic factors. Tho ilplamontation of uniform 
ratn has bonofited tho c m y  i n  sworal ua s. For oxuplo. 

NintMMc8 C o S U  W O  CCqur.ble. Ud cross-subsidization I S  at  

aMnir t ra t ivo ud goneral oporating oxponsos a n  7 owr t h a n  wor i n  
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Southern Statas the past. The accwnting and data processing costs have k m  
Uti1 i t3.S s t n r l i n o d  ond roducod by about 50 percent; the su. cost ravings 
( cont inu4  have occurrod in c u s t a r  b i l l ing  and collections.  Labor hours 

~ a d o d  i n  the rata drplrb.nt to koop up rith rate cases. including 
indexing and f i l ing  rate cases. have also k m  rodusad. A l l  there 
bonefits are attributable to uniform c ~ y u i d e  rates. 
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prnnrow 3: Mat kinds of customer reactions have there been to the uniform ratas 

YTILIW RESWWSE 

charged by your c-y? 

A t l M t i C  Utilities 
of Jrsksonvill e 

Florida Cities 
Water C o a p ~ y  

Southern States 
U t i l i  t ies  

Customers i n  some systms have said that they do not favor 
sharing costs assodatd with operation of other systms which do not 
bmefit t h r  direct1 . Custmers' reactions w r e  negativ: k c u s e  
thry felt they would k subsidizing other customers rates. 
k e n 1 1  customers react positively when their rates decrease and 
n w t i v e Y i  ~ h r n  their rates incmaro. I n  cases *here customers 
us& that their  rates would l i b l y  increase, customr nactions 
have been negative. 

Florida Cities Water Ccrp.ny r a p o r t d  no customer nact ion to the 
introduction of uniform rates. This i s  p a r t l y  k c u s e  customers did 
not notice any urkd difference i n  their water or wartwater rates. 
Inasauch u there was no cur tour  reaction. the ccrp.ny suggested a 
.ore practical approach to r a t u k i n g .  The FPX should se t  ground 
rules and guidelines for  i m p l w n t i n g  uniforn rates and l e t  
ratemaking and implamentation be the functions of u t i l i t y  w a g e r s .  
The tern . rates should not k interpreted t o  YM that 
u t i l i t i es  to i l p l m e n t  one rate structure throughout the 
state regardless of costs associated with providing such services. 

Them was no reaction at the ti- rhrn uniform rates wre i .p lmnted  
because the new r a b s  were phased i n  gradually over a period of 
time. The change n s  spread out to minimize the impact on custaur  
bil ls .  

Customer reactions have been positive when rater decreased and 
ne ative when rates increased. Regardless of h a  rates are 
ca 7 culated. custoaers' u i n  concern i s  the dollar impact. 
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pumrar 4: Would you l i k e  to soa uniform rates i g l m n t r d  i n  a l l  of the s y s t r r  
operated by your cogrny statm'do? 

YTILIW RES-€ 

Atlant ic U t i l i t i e s  Th. coqmy operates i n  only OM county. Howaver. the c-any 
Of Jacksonville opposes s ta tw ide  un i fom rator f o r  the fol lowing masons: (1) 

Source o f  water ud the of water and wastewater t r e a b m t  
d i f f e r .  (2) U t i l i t i e s  that 

purchase water and w t r r o t o t  se%s .for n s a l e  have different 
costs than u t i l i t i e s  Jlo produeo these services ud are 
self-sustainad. (3) hr custmor i n w s t a m t  in plant will d i f fo r  
urkodl i n  d i f f e r m t  counties. For uniform cmpanyride rator t o  ba 
tarorably iq1ammt.d. uu following conditions u s t  similar: (a) 
per c u r t o u r  invesb.nt urt k f a i r l y  s imi lar  i n  a11 s y r t a .  (b) 
thore should not ba a urkd differonce in t n a t M t  ud pur i f icat ion 
costs, (c) s y s t u  should have g m  rrphical prorimfty to avoid 
additional cost of distribution, ud ?d) most of a l l .  the ra te  of 
depreciation u s t  ba the tan. 

florid. Ci t ies florid. Ci t ies dws not oppose campanywide rates. Howaver, UH 
Water Capany c-y operates under t h n e  r o w l a t o y  ju r isd ic t iona l  bodies: the 

FPX; tho krasota bard of County Comissionen (SSCC); and the 
Hillsborough bard of County Camisr imerr (HECC). The campmy has 
to have approval to recover *rating costs fram each of the 
rowlatory bodies t o  set rates. Additional consideration suggosts 
that one rate S t I U C t I I N  may not & appropriate for a11 systems since 
nery sys- has different classes of cus taun ,  d i f fe ren t  

operating characteristics. 
geogr.phiC.1 10CationS. di f ferent ffnUICh1 d K e S .  and different 

Jacksonville Not applicable. The ccmpany operates i n  only OM county. 
Suburban U t i l i t i e s  

Southern States Uniform rates should be iq1unt.d i n  geographical areas with 
U t i l i  t i e r  similar operating characteristics. camparable operating and 

uintenurce costs, and similar social and aeonamic c a p a t i b i l i t i e s .  
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aumxar 5: 

- 
Atlantic U t i l i t i o s  
of Jacksomil l  0 

Florida Ci t ios 
Vator Coqtany 

Jacksonvillo 
suburban U t i l i t i o s  

'. . 

Southorn Stator 
U t i l i t i o s  

(A) Do y w  havo any m o a m d a t i o n s  f o r  n y s  t o  implement unifom 
r ~ t o s .  such that '  tho bmof i ts o f  rd. in istrat ivo off icimcy w i l l  
bo uximizod, r h i l o  minimizing tho nogativo ilp.ct of 
cross-subridi Zation? 

[b) A c o r t ~ i n  Pouat of cross-SubSidizAtion occurs with MY 
r a t d i n g  r t h c d o l  md no rate structuro f s  ont i ro ly 
perfect. W i t h  t h i s %  mind, p1.u. c-t on tho Issuo of 
cross-subsidization USociAtOd 4th unifom n t o s .  SPdf lCa l ly ,  
do you b o l i w o  that Crosr-subrldizAtion i s  a l o g i t i u t o  concorn 
ud rhu? 

[A) IVS (b) Cmss-subsidization orf s t s  i n  nost g o v o n m t ~ l  
taxing w t E i o s :  un ic tpa l i t i * s ,  countios. stat. govomamt. 
tho fodoral o-t. A priVAt0 u t i l i t y  shw ld  not bo Any 
d i f f e m t  md i s s w  shwld bo o f  l i t t l o  c ~ o m  t o  c u s t w r s .  

rator c w l d  bo phuod in w o r  ti- oithor w t o u t i c a l l y  or w o r  a 
rorios o f  rat.  casos. To iglmt uniform n t o r .  tho r ~ t o  structuro 
wi l l  havo CO mogn izo  th. VAr(0ty O f  tmatrWlt i n  both ntor Md 
r o r t o n t e r  sonicos. (b) Cmss-rubs!dixation i s  A phraro rhich has 
rafsod concorn .long w@datory bodir. but if thoro i s  s im i la r i t y  i n  
costs f o r  u l t i p l o  #yurt-. cmss-subsidization w u l d  bo 
insignif icant. W i t h  ro to r  md n s t o n t o r  plant k i n g  supportod i n  
h r g o  pwt by C W .  tho cost o f  supply wd t w t m o n t  of wator md 
wastau~tor i s  tho u i n  difformco in  naluatin the dogne of 
cross-subridization. Tho form of tho ntr CM mtloct most of tho 
cost d i f f o rmt ia l s .  For oxuplo. r ~ t o s  dosi 
custmors w u l d  mfloct tho mount of cross-subs dization botwm tho 
ros idmt ia l  c u s t w r s  if o u h  s y s t a  i s  troatod on a stond-Alaw 
basis. Socondly, if ratos aro dorignod bASod  ut^ usagr 
char~c tor is t i c r .  the d roo o f  cross-subridization would be 

Tho cost of providing rorvicos t o  
c u s t w r s  rho  l i v o  furthor fra tho distr ibut ion cmto r  would bo 
dotominod o r  os t iau td .  

(a) Unifom ratos could bo pharod i n  w o r  a poriod o f  tiu so that 
the i act of chang. could bo spr0.d out. (b) Cross-subsidization i s  
not alpogitiauto concorn. Each tiw a custmor i s  d o d  t o  a sys ta .  
then  i s  s a w  de roo of subsidization. For oxuple. tho concopt of 

unusod plant i n  ardor t o  p rw ido  for short-run growth i n  now 
custmors. This u k o r  c u r m t  custmors pay for a port ion o f  the 
plant i n  tho rat. b ~ r o  t h A t  would normally bo considorod nonusod and 
uroful. Hovrvor. rhon or is t ing  custmors' plants am rrplacod 
without additional rat0 incnasos. thoro i s  subsidization f o r  tho 
or is t ing  custowrs rho m o i v o  tho h f i t  of tho mplacod plant. 
Cross-subsidization goes both ways md ovmtually ~v0rag.s out f o r  
111 C U S t W r t .  - 
(a) TO ach3WO WhiniStratiVO OffiClOnW md W h i z e  the bMOfltS o f  
unifom ratos. uniform n t o s  shwld  bo i m p l m t o d  on A g raphical 
basis i n  *hich operating costs ~ r o  coqrrablo with oach %or, md 
f i r od  and variable costs asSociAtod with l a n t  oporation and 
uintonanco aro also similar. Thus. cross-suhdization w u l d  bo 
minimizod. Tho goographical locations o f  tho s s t a s  aro crucial 
rhon contidoring unifom rat.$. (b) Cross-suisidization i s  a 
l o g i t i u t o  concorn. Thoro has t o  bo a c~ lp roa iso  botnon  cost-buod 
rates md uniform r a t a .  As a gmoral rulo. ratos should ba 
cost-basod using a cost study u tho allocation tool. )(omor, 
induStW And r O g U l A t O r s  U y  Wnt t o  b lmd a r ~ t o  m i x  of cost b a d  
ratos md uniform r ~ t o s  w o r  a poriod o f  ti-. Th is  two-part r i c i ng  
luthod would produco a two-way analysis t o  assist i n  detominrng tho 
dogreo of cross-subridization. 

(a) If rat0 dlffOPult3AlS b e t n M  AmAS Am subst.ntlal, UnffOl'm 

Y-j for rosidmtial 

dotermhod using m t o r  d w  'p cos. 

u r g i n  rosorvo a1 1 ow u t i l r t i o s  t o  put i n t o  rat0 bas. A portion o f  
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pwsnw 7. 8. 9. 
Am 10: 

UTILlPl 
Atlantic U t i l i  ties 
of Juksomille 

florida Cities 
Water Collpmy 

(a) Please i d m t i f y  md estinate. i f  possible, the kind of cost 
savings your c0ap.n has n a l i d  as a nsu l t  of uniform rates i n  

in effut .  
(b) Have uniform rates caused you to incur unanticipated costs? 
(c) Hor have uniform rater mabled your coqrny to reduce costs over 

ud above cost reductions attributable to cmtralized l l n a o w n t ?  
saves i n  rate c u e  exp.nses (d) Hor uch do you estimate your c 

by virtue of consolidated rate cue  f l i n g s  ud uniform rates? 

those areas &ere ti .y 

7 
E 

(a) Since *wI h u  had uniform rates i n  p l u e  for  a long period. i t  
wuld k diff icul t  to estimate rht the savings rould k. (b) No. 
(c) Sarin rsonul khmm w n  than w systm cwld k 
a c c a p l i s d  3 th or ui thwt unWorm rates. Cost of labor i s  reduced 
by 50 percmt i f  p.rsome1 a n  s h a d  mow the systcr .  Although 
uniform rates may d u m  rate c u e  expenses. systms could sham 
persmel  ud save labor costs uhother uniform rates nn i g l m t o d  
or not. For ex..ple. i f  u l t i p l e  n t e r  md uasteuater systaks f i l e  
rate cases separat.ly and i f  the s y s t r r  cabin. their  rate cases. 
rate case cost wuld k reduced by 75 percent. Cabining a11 the 
capany's rate cases wuld reduce the n h r  of 1.0.1 npresmtatives 
needed to argue the cases. (d) I f  umiforr rates a n  not i q l a m t e d .  
rate case rxpenses wuld increase by an estimated 50 percent or 
tSe.099. based upon curnnt  rate case estimates of $176,197.38. 
assuling a threo-yoar uortixation period uith estimated annual 
increased ~ X ~ M S ~ S  of $29,366. 

(a) The visible cost savings f r a  uniform rates i n  Lee County are the 
estimated fso,OOO resulting from conbining two rate cases lnto one 
rate case for the n t e r  s y s t a s  i n  the southern md northern rogions 
of the county. (b) Not addressed. (c) Price policy can k 
i m p l m t d  mn ef fe~t ive ly  and efficiently under W r .  Uniforn 
rates for a11 s y s t a s  wuld fac i l i t a te  a capital i q r o v u n t  cycle 
which wuld smoth out and produce a .on stable lwrl of rates. If 
a11 systm records are consolidated. t h e n  wuld k substantial 
savings i n  the cost of rwordkooping. Field owrating personnel 
could u i n t a i n  time by function only rather than by function and 
area. This wuld save keypunch tin. data processing ti-. paper. 
ud storage costs. Bud e t ing  could k done for  the  ontire capany 

four ra ter  wd uastnater  dis t r ic ts  under the jurisdictional 
authority of the FPCS. Each d is t r ic t  f i l es  i t s  n t e r  md u a s t n r t e r  
rate cases a t  different tins. Rate c u e s  a n  estimated t o  cost 
about  $50,000 each. For the four districts.  total rat. case expenses 
(rater and uasteuatrr) are estimated a t  about $4DO.OOO ($50,000 x 8 ) .  
i f  separate rate cases a n  filed. If one rate case is f i led for a11 
systms. the cost wuld be around $75.000 for ra te r  md $75,000 for 
uasteuatrr. for an estimated cost savings of 62.5 percmt. 

rather than separately ! or . r c h  of the s y s t a s .  (d) The c0.p.n~ has 

Jacksonvi 11 e (a) Not uldressed. (b) Not a d d n s ~ d .  (c) If uniform rates m not 
Suburban Util i t ies  used, aanag-t wuld have to segregate and allocate ti- spent on 

each s y s t a ' s  billing and rwordkooping activit ies.  It is possible 
that u i t h w t  maintaining separate rwords. cmtralired costs cwld k 
allocated in a unnor that could b e f i t  OIU systm Ai10 m l i x i n g  
mother. (d) Separate rat. c u e s  wuld cause the capuy to maintain 
separate bookkeeping for each systm. This wuld mouire additional 
personnel. Each systm wuld have to f i l e  its an rate case md 
prepare the extensive d n i u  f i l ing roquirawnts of the comission. 
thus incnasin rate c u e  expenses. A l l  of these func- tions could 
k c o n s o l i d a d  i n t o  w i f  rates are uniform i n  natun. 
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w m  RES-€ 

Southom t t . tos (a) If my dditlorul cost swings -wrr m l i x o d  b.caur0 of uniform 
U t i l i t i r r  ratos. I t  wuld & sun u a dungr in A&inistntivo and bmral 

( A S )  E.pmros rathor than u a drcrraso i n  tho l w o l  of Owration 
and Ilrintmanco (Our) E.pmrr.  It i s  not ssiblo to o s t i u t o  tho 
dollar v a l w  of tho s w i n p .  (b) No.- b ~ ~ r n  Stator h u  not 
i n c u d  additional costs dw t o  uniform rator. - (c) V. a n  
lm8bl. to% cost ravingt arsoc4at.d dth I q l m t a t i o n  of uniform 
ntos w o r  and h o  thoro obt.inod from going to cmtral ixod 
u n a g w a t .  (d) & consolldatod rat. CUI f f l l n  would CWS. rata 

cost of  labor. ud roducod cost of 1-1 sorvScos. 
CUI oxp.nsos t o  d m u o  b . W r o  of raducod fi 0 ing f r s .  rrducod 

. .  ._ , 
. . .. 
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APPENDIX C 
QUESTIONNAIRE FOR UTILIT IES 
WITHOUT UNIFORM CWNMWIDE RATES 
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WESTIONMIRE FOR UTILITIES 
WITHOUT UNIFORM CWNTYWIDE RATES 

Company Name: 

Name, t i t l e ,  and telephone number o f  
company o f f i c i a l  responding t o  request:  

PLEASE RETURN TO: 

D i v i s i o n  o f  Research 
F l o r i d a  Pub l ic  Serv ice Commission 

101 East Gaines S t r e e t  
Tal lahassee, F l o r i d a  32399-0872 

Please be as s p e c i f i c  as poss ib le  

1 .  

2 .  

Do you favo r  un i fo rm ra tes  f o r  a l l  systems operated by your  company? 
Nhy or why no t?  

Even though you may no t  f avo r  un i fo rm ra tes  f o r  a l l  systems operated 
by your  company, do you favo r  un i fo rm ra tes  f o r  c e r t a i n  groups o f  
systems operated by your  company? Why or why no t?  

a. 

in te rconnected  i n  the  f u t u r e ?  

a. I f  so. which ones and why? 

4. Do you a n t i c i p a t e  cos t  savings to  you r  company i f  un i fo rm ra tes  a r e  
implemented? 

a. I f  yes. please descr ibe i n  d e t a i l  what k inds  o f  cos ts  would be 
saved and t h e  magnitude o f  those cos t  savings. Would these 
savings be r e c u r r i n g  or nonrecurr ing? 

Note: Please inc lude  a d iscuss ion  o f  r a t e  case expenses, b i l l i n g  

I f  yes. how would you group systems t o  app ly  un i fo rm r a t e s ?  

3 .  I s  t he re  any l i k e l i h o o d  t h a t  some o f  your  systems w i l l  be 

costs,  and recordkeeping cos ts .  
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5. What, if any, additional costs do you anticipate would be incurred 

6. What kind of customer reactions do you anticipate to uniform 

to implement uniform rates? 

systemwide rates? Why? 

a. What would your company do to mitigate any adverse reactions? 

7. A certain amount of cross-subsidization occurs with any rate making 
scheme and no rate structure is entirely perfect. With that in  
mind, please comment on the issue of cross-subsidization associated 
with uniform rates. Specifically, do you believe cross- 
subsidization is a legitimate concern and why? 
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RESPONSES OF FLORIDA WATER AND WASTEWATER UTILITIES 
WITHOUT UNIFORH RATES 

CUESTIONS 1 AND 2: (a) Do you favor un i form rates f o r  a l l  systems operated by your 
conpany? 

(b) Assume you do not  favor  uniform rates f o r  a l l  systmns operated by 
your ccqany. would you favor  uni form rates f o r  c e r t a i n  groups of 
systems operated by your conpiny? 

U T I L I T Y  RESPONSE 

Deltona Corporation (a) We would favor  uni form rates f o r  a l l  our u t i l i t i e s  because such 
rates would s impl i fy  our accounting, repo r t i ng  and b i l l i n g  systems. 
The ra te  increase required t o  b r i n g  us t o  an equi tab le r a t e  o f  re tu rn  
would be r e l a t i v e l y  sma l l  because we would be spreading th is  increase 
over a l a r g e  custoner base. (b) Not appl icable.  Deltona would favor 
companywide uniform rates but  would n o t  support uniform rates f o r  
selected groups of systems. 

(a) Yes, we favor uni form rates fo r  a11 systems operated by our 
conpany because a l l  of our treatment processes are the same i n  a l l  of 
the areas we serve. There are no benef i ts  associated w i t h  having 
d i f f e ren t  rates i n  the systems w i t h i n  our  serv ice area. (b) As 
stated above, a l l  o f  our treatment processes are the same throughout 
our system. We be l i eve  that uni form rates should be appl ied unless 
there are extreme s i tua t i ons  where the operat ing o r  p l a n t  cost  on 
c e r t a i n  systems i s  subs tan t i a l l y  more than t h a t  o f  o ther  systems. 

Kingsley Service 
Company 

General Development (a) General Development U t i l i t i e s  opposes statewide uniform rates,  
U t i l i  t i e s  because, as new p lants  are b u i l t  i n  one geographical area, the higher 

cost  would r e s u l t  i n  a substant ia l  r a t e  increase f o r  customers l i v i n g  
i n  a d i f f e ren t  geographical area who would n o t  benef i t  d i r e c t l y  from 
such new p lants  and otherwise would not  have been af fected.  (b) No 
response. 
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QUESTION 3: Is  there any likelihood that some o f  your systems wi l l  be 

YTILITY RESPONSE 

Oeltona Corporation Not applicable.  

Kingsley Service All systems that have interconnecting potential have been 
Company interconnected. No further interconnections are anticipated. 

General Development No response. 
U t i l i t i e s  

interconnected i n  the future? 
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QUESTIONS 4 AN0 5: (a) Do you an t i c ipa te  cost  savings t o  your company r e s u l t i n g  from the 

(b) What, if any, addi t ional  costs do you a n t i c i p a t e  would occur i n  
implementation o f  uniform rates? 

implementing uni form rates? 

UTILITY RESPONSE 

Oeltona Corporation 

Kingsley Service 
Company 

General Oevel opment 
U t i l i  t i e s  

(a) Yes. Recurring cost savings would occur i n  the fo l lowing areas: 
( 1 )  Data processing. The mnthly costs of prepar ing i nd i v idua l  
balance sheets, incolne statements. and o the r  minimum requirements 
would be reduced by approximately SO percent. ( 2 )  A l l o c a t i o n  o f  
general and admin is t ra t ive costs would be s imp l i f i ed  and cost 
variances would be eas i l y  traceable. (3) Accounting l abo r  associated 
w i t h  prepar ing i nd i v idua l  annual reports,  tax reports,  indexing, and 
gross receipts  tax reports would be reduced. (4) Customer b i l l i n g  
would be simpl i f ied.  However, we would not expect Cost savings i n  
t h i s  area because the number o f  b i l l s  t ha t  go ou t  t o  the customers 
would not  be reduced. (5) Rate case expense over a four year per iod 
would be reduced by approximately 50 percent. Although, the cost o f  
prepar ing a consolidated r a t e  case would be greater  i n i t i a l l y  
(probably more than double the cost o f  a d i v i s i o n a l  r a t e  care). the 
ove ra l l  cost  would decrease by about 50 percent as the number of ra te  
case f i l i n g s  decreased. (b) I n i t i a l  cost  t o  convert t o  uniform 
systemwide rates would be minimal. 

(a) Kingsley Service Cmpany uses monthly b i l l i n g  fo r  i t s  Heritage 
Farms customers and quar te r l y  b i l l i n g  f o r  i t s  Orange Park and Fleming 
I s land  systems. If uniform rates were used f o r  the three systems. 
the u t i l i t y  would save postage, supplies, meter readings, and 
accounting costs f o r  8 b i l l i n g s  per year f o r  approximately 350 
customers. An addi t ional  cost  savings would r e s u l t  if the FPSC would 
not requi re  separate books t o  be maintained f o r  each system. (b) 
Addi t ional  costs of uniform rates would depend on FPSC requirements 
f o r  the u t i l i t y  t o  switch t o  uniform rates.  For example, would the 
FPSC require a f u l l  r a te  case t o  e f fec t  the switch? If the FPSC does 
not  requi re  the substant ia l  f i l i n g s  by u t i l i t i e s  t o  e f fect  the 
switch, then the primary costs would be the costs f o r  sending not ices 
t o  customers regarding a change i n  r a t e  s t ructure.  

(a) The primary benef i t  o f  uni form rates would be a reduct ion of r a t e  
case exoenses. Considerina the r e l a t i v e  number o f  customers served -~~ . ~~. ~ ~ ~ ~ . . ~ ~  ~~ ~ r~ ~~~ ~~ ~ 
~~~. . 
by water and wastewater u t i l i t i e s  i n  F lo r i da ,  i t  i s  an important 
consideration. (b) No response. 
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QUESTION 6: What react ion do you ant ic ipate from customers i f  uniform rates are 

UTILITY RESPONSE 

Deltona Corporation Customers o f  the Deltona and Spring H i l l  systems would have an 
overa l l  increase i n  water rates of about 21.37 percent and 75.56 
percent, respectively, and an increase o f  75.56 percent and 0.05 
percent on sewer services. respectively. Custmers of Marc0 Is land 
and Sunny H i l l s  systems would have an increase of approximately 6.0 
percent. A l l  other u t i l i t i e s  would experience a decrease of more 
than 40.0 percent. Adverse reactions are expected in  the Deltona and 
Spring H i l l  systems. However, s ince a r a t e  increase has no t  been 
f i l e d  i n  these j u r i s d i c t i o n s  dur ing the past f i v e  years, the 
opposition would be minimal. The best way t o  m i t i g a t e  adverse 
react ion i s  t o  place the issue o f  uniform rates on a generic docket 
and hold a hearing so tha t  a l l  pa r t i es  can be represented and both 
sides could be heard on the issue. 

Kingsley Service I f  uniform rates cause customer rates t o  increase, customer react ion 
Cmpany w i l l  be negative. I f  customer water rates decrease because of 

uniform rates, customer reactions w i l l  be pos i t i ve .  The primary 
th ing the colnpany can do t o  m i t i ga te  negative reactions i s  t o  promote 
the ef f ic i -ency and the econony r h i c h  resu l t s  from uniform rates for  
the systems. 

General Development General Develowent U t i l i t i e s  would expect customers of systems with  
U t i l i  t i e s  lower costs t o  be re luctant  t o  accept r a t e  increases re la ted t o  asset 

imp1 emented? 

addi t ions i n  other systems. 
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QUESTION 7: 

Kingsley Service 
Company 

A c e r t a i n  amount of cross-subsidization occurs w i t h  any ratemaking 
scheme and no r a t e  s t ructure i s  e n t i r e l y  perfect. With tha t  i n  mind, 
please carment on the issue o f  cross-subsidizat ion associated w i t h  
uniform rates. Do you bel ieve cross-subsidizat ion i s  a l eg i t ima te  
concern and why? 

UTILI TY RESPONSE 

Deltona Corporation I n  1986, Spring H i l l  custonars received approximately $1.3, m i l l i o n  i n  
refunds and h r c o  I s land  custoners MY have received as h7gh as $1.5 
m i l l i o n  i n  refunds. These custoners benefi ted from the Cost savings 
o f  a consolidated group. Soma form of cross-subsidization w i l l  occur 
regardless o f  the f o m  of r a t e  s t ruc tu re  adopted, but there are 
bene f i t s  as a r e s u l t  o f  economies of scale. 

Cross-subsidization i s  a l e g i t i m a t e  concern. However. there m y  be a 
s i t u a t i o n  where a group o f  customers MY be requi red t o  pay more f o r  
the services because of extenuating c i  rcumstmces such as unexpected 
populat ion growth. For e x w l e ,  if demand f o r  water exceeds supply 
plus capacity t o  serve fu ture customers due t o  an unexpected 
populat ion surge, the new curt imars should be required t o  bear the 
add i t i ona l  cost. Should such a s i t u a t i o n  occur, a m u l t i p l i e r  may be 
appl ied t o  the uni form ra tes  ra the r  than in t roduc ing  a d i f f e ren t  ra te .  

General Development Cross-subsidization i s  an extremely important issue. Customers of 
U t i l i  t i e s  systems w i t h  lower costs are going t o  be re luc tan t  t o  accept r a t e  

increases re la ted  t o  asset addi t ions i n  other  systems. If the FPSC 
deternines t h a t  unifonn companywide rates are advantageous, a 
phase-in of the rates over a f ive- t o  ten-year per iod would reduce 
r a t e  shock t o  customers i n  systems who may experience r a t e  increases. 
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LIST OF STATES SURVEYED 

M u l t i p l e  UCRs Cross-Subsidizat ion 
S ta te  S v s t e  m U t i l i t i e s ?  Imolemented ? an Issue? 

STATES CONTACTED BY SURVEY QUESTIONNAIRES* 

Ar izona 
C a l i f o r n i a  
Connect icut  
I 1  1 i noi  s 
I nd iana  
Kentucky 
Loui s i  ana 
Maine 
Mas sac huse tt s 
M i  s s i  s s i  pp i  
New York 
Nor th Carol  i na 
Pennsylvania 
South Caro l i na  
Texas 
Vermont 
V i  r g i  n i  a 
Was h i  ng ton  

Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
No 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 

STATES CONTACTED BY TELEPHONE 

Alabama 
Delaware 
Mary1 and 
Michigan 
Montana 
Ohio 
Oklahoma 
Utah 
Wisconsin** 

Yes 
No 
Yes 
No 
Yes 
Yes 
No 
No 
Yes 

Yes 
Yes 
Yes 
Yes 
No 
No 
Yes 
No 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 

Yes 
No 
No 
No 
Yes 
Yes 
No 
No 
Yes 

Source: Survey quest ionnai res and telephone in te rv iews .  

Yes 
Yes 
No 
No 
No 
No 
Yes 
No 
No 
No 
No 
Yes 
Yes 
Yes 
No 
No 
No 
No 

No 
No 
No 
No 
No 
No 
No 
No 
No 

*Missour i ,  New Jersey, and West V i r g i n i a  were contacted, b u t  d i d  n o t  

**Regulates investor-owned and m u n i c i p a l l y  owned water and wastewater 
p rov ide  survey responses. 

u t i l i  t i e s .  
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DATAIINFORMTION REQUEST ON 
UNIFORH SYSTMIDE RATES 

Agency Name: 

Name, t i t l e ,  and telephone number of 
agency o f f i c i a l  responding t o  request: 

PLEASE RETURN TO: 

D i v i s i o n  o f  Research 
F l o r i d a  Pub l ic  Serv ice Commission 

101 East Gaines S t r e e t  
Tallahassee. F l o r i d a  32399-0872 

Please be as s p e c i f i c  as poss ib le  

1. Please descr ibe t h e  range o f  s i z e s  (ga l l ons  p e r  day and number o f  
customers) o f  investor-owned water and wastewater u t i l i t i e s  i n  your  
s ta te .  

2. Please approximate the  range o f  r a t e s  charged by  each s i z e  
category.  (Please prov ide  est imates o f  bo th  the l o w e s t  r a t e s  
charged and the  h ighes t  ra tes  charged by  these u t i l i t i e s . )  

3. Do any o f  the  m u l t i p l e  system water and wastewater u t i l i t i e s  under 
your  j u r i s d i c t i o n  have un i fo rm ra tes?  

4. I f  no, has the  i ssue  been p rev ious l y  addressed by you r  agency? 

a. What issues were r a i s e d  i n  connect ion w i t h  un i fo rm r a t e s  a t  t h a t  

Approximately how many companies a re  i n  each s i z e  range? 

t ime? 

5. I f  you answered yes t o  quest ion 3. how many o f  you r  u t i l i t i e s  use 
un i fo rm r a t e s  and how long have such r a t e s  been i n  e f f e c t ?  
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a. Are these un i fo rm ra tes  i n  e f f e c t  on a countywide bas is ,  
s ta tewide bas is ,  or some o the r  bas is  (p lease descr ibe)? 

b. Mas crass-subsid izat ion between ratepayers an issue p r i o r  t o  
implementat ion of un i fo rm ra tes ,  and, i f  so, how was i t  resolved? 

I n  F lo r i da ,  l e v e l s  o f  con t r i bu ted  p roper t y  ( C I A O  r e l a t i v e  t o  
t o t a l  p l a n t  o f t e n  vary considerably  between separate u t i l i t y  
systems. This  creates problems i n  t h a t  wi th un i fo rm rates,  
ra tepayers o f  h i g h l y  con t r i bu ted  systems would be subs id iz ing  
ratepayers o f  systems which are  n o t  as h i g h l y  cont r ibu ted .  

c. What were your  agency's j u s t i f i c a t i o n s  fo r  implementing uni form 

6. D id  t h e  s i z e  and organ iza t ion  o f  water and wastewater u t i l i t i e s  i n  
your  s t a t e  i n f l u e n c e  whether or no t  t h e r e  were obstac les t o  
implementing un i fo rm ra tes?  Why or why no t?  

7. What k i n d  o f  research i n t o  the  issues surrounding un i fo rm ra tes  was 
performed p r i o r  t o  implementing such ra tes?  

ra tes?  

a. Please supply t h e  names and telephone numbers of i n v e s t i g a t o r s  
or o the r  persons who conducted such research so t h a t  we may 
o b t a i n  copies o f  any repor ts .  

8 .  Would you l i k e  a copy o f  our r e s u l t s ?  Yes- No- 
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OTHER STATE COHHISSION SURVEY RESPONSES 

QUESTION 3: Do any of the m u l t i p l e  water and wastewater u t i l i t i e s  under your 

STATE RESPONSE 

j u r i s d i c t i o n  have uni form rates? 

Arizona 

Cal i  f o r n i a  

Connecticut 

I 1 1  i n o i  s 

Xndiana 

Kentucky 

Louisiana 

Maine 

Massachusetts 

M i  s s i  ss ipp i  

New York 

North Carol ina 

Pennsylvania 

South Carol ina 

The Arizona Corporation C m i r s i o n  regulates about 380 water companies 
and 37 wastewater ccmpanies. mainly p r i v a t e l y  owned u t i l i t i e s .  Among 
t h i s  number, there are three w i t h  m u l t i p l e  systems t h a t  have uniform 
rates i n  place: E&R Water Company since August 1984; B e l l  V i s t a  Company, 
Inc., since November 1986; and W i l h o i t  Water Conpany since !'lay 1981. 
There are no m u l t i p l e  systen wastewater u t i l i t i e s  t h a t  have uniform rates 
i n  the state.  

Yes. The Ca l i f o rn ia  Publ ic U t i l i t i e s  Cowmission has n o t  addressed the 
subject  o f  uniform rates alone, rather,  t he  conmission discussed a 
re la ted  issue a t  the u t i l i t y ' s  request. There are about twelve small 
companies w i t h  companywide uniform rates.  

Yes. The Connecticut Water Company has "equalized rates." Equalized 
rates are rates designed t o  encourage uni formi ty  o f  ra tes among water 
u t i l i t i e s .  The Connecticut Department of Publ ic U t i l i t y  Control  adopted 
t h i s  r a t e  system t o  gradual ly phase i n  uni form rates i n  water and 
wastewater u t i l i t i e s  wi thout  s t i r r i n g  controversy among ratepayers. 

Yes. C i t i zen ' s  U t i i i t i e s  Ccinpany of I l l i n o i s  had uniform rates approved 
i n  consolidated Dockets No. 50181 and No. 50182 entered November 12. 
1964. Ci t izens U t i l i t i e s  Company of I l l i n o i s  operates eleven separate 
water and wastewater systems and serves three counties. 

No. However, Indiana C i t i e s  Water i s  i n  the process o f  gradual ly  moving 
towards a uniform service charge (no water consumption included).  based 
on a cost  of service study completed i n  1984. 

There are no m u l t i p l e  system water Companies w i t h i n  the s ta te .  

Yes. The Louisiana Publ ic Service Conmission has approved conpanywide 
rates f o r  water u t i l i t i e s .  

No. Maine does not  have any m u l t i p l e  system water companies t h a t  use 
uniform rates. 

No. There are no m u l t i p l e  water and wastewater systems i n  Massachusetts. 

Yes. No fur ther  informat ion was given. 

The New York Department of Publ ic Service regulates only  investor-owned 
water ccinpanies. Sme o f  the m u l t i p l e  water system u t i l i t i e s  have had 
uni form rates i n  e f f e c t  f o r  up t o  twenty years. 

Yes. A l l  the water and wastewater cmpanies under our  j u r i s d i c t i o n  have 
statewide uni form rates.  Uniform rates have been f a i r l y  standard s ince 
1979. 

Yes. The Pennsylvania Publ ic U t i l i t y  C m i s s i o n  has been phasing i n  
s ing le  t a r i f f  p r i c i n g  (uniform rates)  since 1960 f o r  systems owned by the 
American Waterworks. 

Yes. Most of South Carol ina's m u l t i p l e  system water and wastewater 
u t i l i t i e s  have uniform rates.  Rates range frm $12 minimum per  3,000 
gal lons t o  a maximum of $35.45 pe r  3,000 gal lons p e r  month. 
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puEsTIoN 3: (continued) 

STATE RESPONSE 

Texas Yes. Texas has 132 water and wastewater u t i l i t i e s  with UCRs and about 90 
percent of them have companywide rates. 

Vermont 

Vi rg in ia  Yes. Three u t i l i t y  companies have uniform rates. 

Washington 

Vermont has no multiple water system companies. 

Yes. Nine of the multiple water systems regulated have uniform rates. 
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CUESTION 5: (continued) 

STATE RESPONSE 

New York (a) Canpanywide uniform rates.  (b) Cross-subsidization was n o t  considered 
as an issue a t  the time many of the e x i s t i n g  uniform rates were 
implemented. Potent ia l  cost-subsidizat ion i s  checked on a case-by-case 
basis. The process takes a comparative approach. The company compares 
the rates each class of customer i s  paying t o  the r a t e  the c u s t m e r  would 
be paying under uniform rates. For example. X canpany provides water 
services t o  curtcaters A, E. and C from d i f f e r e n t  systems. Further, 
assume tha t  the company's operat ing cha rac te r i s t i cs  are s im i la r .  
i nc lud ing  cost o f  operations i n  a l l  the systems. However, due t o  
di f ferences i n  distance from p o i n t  of supply t o  p o i n t  of c o n s w t i o n .  
each customer pays $300. $350. o r  WOO. respect ively.  I f ,  a f t e r  r a t e  
consol idat ion.  a customer pays $20 more o r  l e s s  as a r e s u l t  of r a t e  
uni formity.  the New York Department o f  Publ ic  Service considers tha t  
l e v e l  o f  subs id izat ion i n s i g n i f i c a n t .  Where cost  subs id izat ion appears 
t o  be s i g n i f i c a n t ,  uniform rates are n o t  implemented. (c)  The New York 
Department o f  Publ ic Service j u s t i f i e d  implementation o f  un i form rates on 
the basis o f  cost  savings r e s u l t i n g  from reduced recordkeeping, 
interchange of labor,  general admin is t ra t ive expenses, and customer 
b i l l i n g s ,  where systems are interconnected. 

North Caro l ina (a) Host cmpanies operate i n  one t o  three county areas. Hid-South Water 
Systems operates i n  about f i f t e e n  count ies and Caro l ina Water Services 
operates across the state.  (b) Subsidizat ion was addressed when a 
coastal subdiv is ion of Carol ina Water Services c la ined t h a t  i t  was 
subsid iz ing some of the CD~~PMY'S mountain and midstate systems. The 
u t i l i t y  was able t o  present a convincing argument t h a t  the coastal 
system's rates would have been h igher  on a stand-alone basis. 
I m p l i c i t l y ,  coastal  systems rates are c o l l e c t i v e l y  being subsidized by 
other  systems. However, i t  was apparent t ha t  a l l oca t i ons  o f  company 
expenses make i t  d i f f i c u l t  t o  quan t i f y  subsidizat ion.  Another case 
involved Carol ina Water Services purchasing a company operat ing f i v e  
systems near Charlotte. The u t i l i t y  being acquired had a n e t  investment 
o f  $200 per customer whi le  Carol ina Water Services had an average n e t  
investment o f  $400 per customer. The net  d i f f e rence  pe r  customer 
investment was 100 percent and the f a c i l i t y  needed substant ia l  
improvement. Carol ina Water Services acquired the system through another 
company, made c a p i t a l  improvements u n t i l  net  investments per customer 
reached $400. o r  became canparable t o  the acqui r ing company's n e t  
investment per customer. The canpanies were merged when the needed 
c a p i t a l  improvements were made, and the company's ra tes were made 
uniform. I f  cross-subsidization i s  occurring, i t  i s  d i f f i c u l t  t o  
quant i fy unless the dif ference i s  so l a r g e  as t o  be obvious t o  everyone. 
(c)  No response. 

Pennsylvania (a) The Pennsylvania col lnission has been phasing in  companywide s ing le  
t a r i f f  p r i c i n g  f o r  h r i c a n  Water Works s ince 1960. (b) Dur ing numerous 
r a t e  proceedings, consol idat ion was the major issue. The C i t y  of 
P i t tsburgh contested the coopany's proposed consol idat ion on the grounds 
of cost-of-service d i f f e r e n t i a l s ,  s t a t i n g  t h a t  s ing le  t a r i f f  p r i c i n g  was 
unjust  and unreasonable. f a i r l y  d iscr iminatory .  The c i t y  representat ive 
stated t h a t  cross-subsidization by customers w i t h  proximi t y  advantage i s  
i nev i tab le .  because i t  w u l d  cost  more t o  service customers l i v i n g  
fa r the r  from the service center as compared t o  customers l i v i n g  c loser  t o  
the service center, and tha t  the c i t y  should have rates t h a t  re f lected 
the actual  costs o f  prov id ing i t  w i t h  service.  The Camonwealth cou r t  
ru led  i n  favor  o f  the c m i s s i o n ' s  dec is ion t o  a l l ow  s ing le  t a r i f f  
p r i c ing .  The cour t  used a two-step process t o  es tab l i sh  what i s  " j u s t "  
and "reasonable": (1) the cour t  establ ished t h a t  the c m i s s i o n  made a 
v a l i d  determination of al lowable increases i n  operat ing revenue, and 
(2) the increase i n  operat ing revenue was equi tab ly  a l l oca ted  among 
customer classes. (c)  The c m i s s i o n ' s  f i nd ings  were supported w i t h  
s u f f i c i e n t  data which ind icated the c m i s s i o n ' s  p o s i t i o n  was a 
meaningful step toward establ ish ing uni form rates.  
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QUESTION 5: (a) Where uni form rates are i n  e f f e c t ,  are these rates i n  e f fect  
countywide basis, statewide bas'ls, o r  o the r  basis? (b) 
cross-subsidization between ratepayers an issue p r i o r  t o  implementation 
o f  uni form rates, and i f  so. how was i t  resolved? (e) What were your 
agency's j u s t i f i c a t i o n s  f o r  implementing uniform rates? 

D-7 

on a 
Was 

STATE RESPONSE 

Arizona 

C a l i f o r n i a  

Connecticut 

I1 1 i noi  s 

Indiana 

Kentucky 

Louis iana 

Hai ne 

Massachusetts 

M i  r s i s s i  ppi  

(a) Not addressed. (b) Cross-subsidization was an issue i n  one case. 
(c)  The c m i s s i o n  reviewed and analyzed h i s t o r i c a l  costs, breaking down 
those costs i n t o  cost  components, as wel l  as reviewing operat ing cost 
character is t ics ,  customer usage character is t ics ,  meter sizes. and 
i n t r a l  abor u t i  1 i ra t ion .  

(a) The c m i s s i o n  authorized companies t o  implement uniform ra tes  ,on a 
companywide basis. There i s  no p o l i c y  gu ide l ine f o r  implementing uniform 
rates. (b) Cross-subsidization was an issue. Dur ing Fresno U t i l i  t y ' s  
ra te  case hearing, customers objected t o  the implementation of uniform 
rates. They contended tha t  UCRs would create a s i t u a t i o n  where some 
customers would pay f o r  services they d i d  n o t  use. (c)  The dec is ion t o  
implement UCRs i s  made based on costs and r a t e  data from each u t i l i t y .  
Data must show tha t  systems share s i m i l a r  operat ing cha rac te r i s t i cs  and 
consolidated systems fo r  ratemaking purposes would generate substant ia l  
cost  savings f o r  the u t i l i t i e s  and ratepayers. 

(a)  Uniform rates are i n  e f f e c t  on a companywide basis. The Connecticut 
Department of Publ ic U t i l i t y  Control c l a s s i f i e s  water and wastewater 
u t i l i t i e s  i n t o  categories A. B. and C based on t h e i r  operat ing revenues. 
The companies' annual operat ing reve:ues are over ''$100.000," "$50,000 t o  
100.000," and " less than $SO.ODO, respect ively.  There are twelve 
companies i n  class A w i t h  f l a t  rates f o r  unmetered customers, wh i l e  class 
B has only one company which maintains f l a t  ra tes f o r  unmetered 
customers. Class C u t i l i t i e s  do n o t  have unnetered customers and do not 
maintain f l a t  rates. (b) Not addressed. ( c )  Not addressed. 

(a) Not addressed. (b) According t o  the commission staf f ,  cross- 
subsidizat ion d i d  not appear t o  have been an issue when the Ci t izens 
U t i l i t i e s  Company o f  I l l i n o i s  asked f o r  uniform rates i n  i t s  1964 rate 
case f i l i n g .  (c)  The u t i l i t y  requested un i fo rn  ra tes i n  1964 and the 
I l l i n o i s  Conmerce C m i s s i o n  approved them upon review o f  cost  data 
submitted by the u t i l i t y .  

(a) Not appl icable. (b) Whenever the issue o f  uniform rates has been 
raised, the c m i s s i o n  has consis tent ly  favored separate rates o r  
cost-based rates. (c)  Not appl icable.  

Not appl icable.  

(a) Louisiana approved companywide rates fo r  water u t i l i t i e s .  (b)  Cross- 
subsid izat ion was an issue, but  the conmission's decisions t o  approve o r  
deny uni form rates were based on cos t  data submitted by the u t i l i t i e s .  
(e) The p rop r ie t y  o f  uni form rates i s  handled on a case-by-case basis. 
The Louisiana Publ ic Service connission encourages mult isystem operations 
e i t h e r  through purchase agreement o r  acquis i t ion.  I t  al lows the company 
which acquires the water and wastewater colnpany t o  apply i t s  e x i s t i n g  
rates t o  form ra te  un i formi ty  across the companies' serv ice area o r  al low 
custmers t o  maintain t h e i r  present rates.  E i t h e r  way, the purpose i s  t o  
s t reun l i ne  operat ional  costs and design rates t h a t  adequately recover 
such costs i n  a11 the systems wi thout  c rea t i ng  a S i tua t i on  h e r e  the 
customers of one system subsidize the customers of another system. 

Not appl icable.  

Not appl icable.  

No response. 



Appendix D-9 

QUESTION 5: ( con t i  nued) 

STATE RESPONSE 

South Caro l ina (a) Most of South Carol ina's investor-owed water and wastewater 
u t i l i t i e s  have uniform rates on a companywide basis.  (b) 'Cross- 
subsidizat ion was an issue. Many custocners stated t h a t  uniform rates are 
u n f a i r  because operat ing and maintenance expenses are l ess  fo r  newer, 
more techn ica l l y  advanced systems than o lde r  ones, which are more 
expensive t o  maintain.  A f f l u e n t  customers who l i v e  i n  the suburban, 
newly developed areas f e l t  t ha t  uni form rates w i l l  r e s u l t  i n  higher water 
and wastewater ra tes  fo r  them, r e s u l t i n g  i n  cross-subsidization. (c)  
Reports compiled du r ing  a company's r a t e  case would i nc lude  j u s t i f i c a t r o n  
f o r  the implementation o f  such rates.  No j u s t i f i c a t i o n s  were stated f o r  
grant ing uniform rates.  However, any j u s t i f i c a t i o n  f o r  requesting uni form 
rates would be presented t o  the conmission dur ing r a t e  case hearings. 
Conmission staf f  were convinced t h a t  uni form rates were i n  the best 
i n t e r e s t s  of the ratepayers. 

Texas (a) Uniform rates are implemented on a companywide basis.  Implementation 
of uni form rates has nothing t o  do w i t h  p o l i t i c a l  boundaries. (b) 
Companies w i t h  a great  many systems may be permit ted t o  use nonuniform 
rates.  For example, a l lowing companies w i t h  m u l t i p l e  systems t h a t  do n o t  
have the prox imi ty  advantage, s i m i l a r i t y  i n  systems' age, camvan labo r  
costs, and s i m i l a r  operat ing Character is t ics  t o  adopt nonuniform rates i s  
l i k e l y  t o  e l iminate subsidizat ion between expensive and l o w  cost  systems. 
However, uniform ra tes  have been genera l ly  encouraged since the incept ion 
o f  the regulatory program i n  1976. The water companies were encouraged 
t o  take advantage o f  cost  savings r e s u l t i n g  frm uniform systenwide rates 
i f  the operat ing cha rac te r i s t i cs  are s im i la r .  Advantages are reduced 
accounting, recordkeeping, and data processing costs, and normal izat ion 
o f  costs across a l a r g e  pool o f  cus tmers  who may have bad systems 
through no f a u l t  o f  t h e i r  own. ( c )  The c m i s s i o n  s ta f f  support 
cmpanywide rates because they avoid e x t r a  accounting costs and because 
most u t i l i t i e s  have poor records t o  support cost  dif ferences. 
Add i t i ona l l y ,  consol idat ion and the spread o f  costs across a l a r g e  
customer base benef i t  custmers who have i n e f f i c i e n t  systems. 

Vermont Not appl icable. 

V i  r g i  n i  a (a) Three cmpanies have companywide uni form rates.  (b) Subsidizat ion 
was not an issue because there was no conmission order  mandating water 
u t i l i t i e s  t o  implement uniform rates. Second, uniform rates were never 
brought t o  the conmission as an issue requ i r i ng  considerat ion.  And the 
c m i s s i o n  d i d  n o t  propose p o l i c i e s  o r  ru les on uniform rates.  (c)  
Uniform rates have been i n  ef fect  f o r  over f i f t e e n  years. The V i r g i n i a  
State Corporation Conmission encouraged water u t i l i t i e s  w i t h  m u l t i p l e  
systems i n  the s t a t e  t o  adopt f l i t  rates (uniform rates)  where general 
and admin is t ra t ive costs are c h a r a c t e r i s t i c a l l y  s i m i l a r .  The coanission 
s t a f f  determined that costs savings r e s u l t  from s i m p l i f i e d  customer 
b i l l i n g  systems, water conservation, reduced data processing costs, and 
reduced accounting costs. 

Washington (a) Companywide. (b) I n  1967, when the "c lass A" u t i l i t y  companies moved 
t o  implement uniform rates on a companywide basis, the rates were low (8  
cents/100 cubic feet ) .  As a resul t ,  there was no p u b l i c  outcry.  (c )  I n  
the State of Washington, when a regulated company acquires a new service 
area, the rates charged w i l l  be the rates before a c q u i s i t i o n  o r  the 
acqui r ing system's t a r i f f  rate, whichever i s  lower. The acqui r ing 
company may request uniform rates dur ing a general r a t e  case. 
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Late Filed Exhibit No. 256 
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Marco Island January 1996 
and 

Beacon Hills October 1994 Lead & Copper Information 



Late File Hearing Exhibit No. 256 

Provide copies of Marco Islands January 1996 lead & copper test results and proof of lead 
education requirements and Beacon Hills October 1994 lead & copper test results and proof 
of lead education requirements. (SSU Witness Ralph Terrero). 

&lam&hd 

The samples referred to as January 1996 lead and copper test results were actually submitted to the 
lab on December 22,1995. The results of this sampling event are shown in Appendix 256-A. 

As noted by these results, Marco Island exceeded the action level for lead. As a result of this 
exceedance, SSU then proceeded with the required public education program. A summary of this 
sampling event and the public education program is attached as Appendix 256-B. 

As a part of the public education program, SSU provided copies of a public service announcement 
to area newspapers, televisions and radio stations. Copies of these notifications are attached as 
Appendix 25642. 

Another portion of the public education program is notification to customers who exceeded the 
action level for lead. Examples of the customer notification letters is provided in Appendix 256-D. 
As noted on the fust page of this appendix notification of the newspapers, radio stations and 
television stations was not done by Marco Island personnel, but was performed by Apopka 
personnel. 

According to SSU’s Marco Island personnel, area day care centers & schools received the lead 
information brochures required by 62-551.810 by hand delivery the week of February 26, 1996. A 
copy of the first page of the day care/school brochure is the last page of Appendix 256-D. 

The public education program also requires a notice to be placed on the customers bills and a FDEP 
approved pamphlet to be inserted with the same bills. While SSU does not make photocopies of 
bills, it does keep copies of bills on microfiche. Appendix 256-E is a copy of a sample bill pulled 
from microfiche with the required notice language thereon and a copy of the FDEP approved 
pamphlet which was inserted with the bill. 

Beacon Hills 

As testified to by Mr. Terrero, SSU has historically sampled Beacon Hills for lead and copper 
separately from Cobblestone. However, Beacon Hills and Cobblestone should have been combined 
for lead and copper rule purposes. The distribution facilities are inter-connected in four places so 
water from both treatment facilities is mixed in the distribution network. The PSC recognizes 
Beacon Hills and Cobblestone as one plant for all regulatory purposes: ratemaking, territory, etc. 
The St. Johns Water Management District has only one permit for water withdrawals for Beacon 
HiMCobblestone. When Beacon Hills and Cobblestone are combined for lead and copper rule 
purposes, as Mr. Terrero testified, the lead action level is not exceeded for the May 1996 sampling, 



and, thus, the notification requirements of the rule would not properly be invoked. In short, SSU 
believes that since October 1994, it undertook notification measures for Beacon Hills in excess of 
that required by the rule. 
The results of the October 1994 sampling event are attached in Appendix 256-F. Also attached in 
this appendix are copies of the notification letters to the customers who exceeded the action level 
for lead. 

A summary of the sampling events and the public education program for 1994 and 1996 are 
attached as Appendix 256-G. 

As noted by the 1994 results, Beacon Hills, when not combined with Cobblestone, exceeded the 
action level for lead. However, as a result of this exceedance, SSU undertook the required public 
education program. Exhibit No. 83 is a copy of a sample bill with the required notification 
language thereon. The public education program requires a notice to be placed on the customers 
bills. While SSU does not make photocopies of bills, it does keep copies of bills on microfiche. 
Appendix 256-H is another copy of a sample bill pulled from microfiche with the required notice 
language thereon. SSU does not have record of the inserts being included in the billing for 
NovemberDecember 1994. 

The public education program includes providing copies of a public service announcement to area 
newspapers, televisions and radio stations. It also includes providing Lead information brochures 
to area daycare centers. A letter summarizing the information that was distributed is attached as 
Appendix 256-1. 

The results of the March 1996 sampling event for Beacon Hills and Cobblestone are being included 
as Appendix 256-5. 

As noted by these results, Beacon Hills, when not combined with Cobblestone, exceeded the action 
level for lead. However, SSU is performing the required public education program. The sampling 
results show that when Beacon Hills and Cobblestone are combined, the lead action level is not 
exceeded. A summary of the sampling events and the public education program is attached as 
Appendix 256-G. 

The copies of the individual customer letters are is attached as Appendix 256-K. 

The copies of the Media package which provided notification to the newspaper, Television Stations 
& Radio Stations is attached as Appendix 256-L 

Beginning with the May 20, 1996 billing cycle the required on bill notification along with the 
approved lead and copper brochure and a general map of the effected area is being mailed to the 
customers in Beacon Hills and Cobblestone (Beacon Hills and Cobblestone cannot practically be 
separated for billing purposes). Copies of the approved lead and copper brochure and the general 
map of the effected area is attached as Appendix 256-M 
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COPPER TAP SAMPLE ANALYSIS REPORT 
MARC0 ISLAND 

Date SubmlKod to the Lab: 12)22/96 
Anelysis Date: Lab Analysis Method: SM3lllB 
Copper Action ~ s v d  concentdon: 1.3 rngR 

32-28/28-95 

k- SAMPLE COPPER LEAD 1 
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APPENDIX 2 %-A- 

COPPER TAP SAMPLE ANALYSIS REPORT 
MARGO ISLAND 

Date Submitted to the Lab: Analysh Date: 12-28129-95 

Lab Anatyais Method: 
copper k t i o n  Leva1 Concantratlan: 

12/22/96 

SM3111B 
1.3 mglL 

Page 4 
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essu 
&ahern Stptes Utilities - 1000 Color Place Apopka. R 32703 407/880-0058 

March 15, 1996 

WGUF 
2640 Golden Gate Pkwy. 
Suite 316 
Naples, FL 33942 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Florida Adminisnative Code. A copy of a local news release is also attached. 

Should you have m y  questions, please fee1 free to call me at 1-407-580-0058 ext. 131. Thank 

,- 

daRoberts 

WATER FOR FLORIDA'S FUTURE 
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e=J Sourhem SLP- Utilities - 1 000 Color Place Apopka. R 32703 407/8804058 

March 15.1996 

WSGL 

Naples, FL 33941 
P.O. BOX n a g  

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 131. Thank 
you. 

WATER FOR FLORIDA'S FUTURE 
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Southern starea Utilities 1 Color Place Apopka. R32703 407/8800058 

March 15, 1996 

WNOG & WAR0 
333 8th St. South 
Naples, FL 33940 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Adminisuative Code. A copy of a local news release is also attached. 

Should you have any questions, pIease feel free to call me at 1-407-880-0058 ext. 131. Thank 
YOU. 

Ida Roberts 

WATER FOR FLORIDA’S FuTufiL 
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->SU sourhem scpm Utii i t iss  - 1000 Color Race bopka. R 32703 407l880-0058 

March 15.1996 

ww 
3337 Tamiami Trail, N. 
Naples, FL 33940-4165 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Ronda Administrative Code. A copy of a local news release is also attached. 

Should you have my questions, please feel free to call me at 1-407-880-0058 ext. 131. Thank 

WATER FOR FLORIDAS FUTURE 
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ypsu s ~ h ~ ~  sa-9 Utilities 1000 Color Place . Apopka. R 32703 407/880-0058 

March 15,1996 

W L - T V  Channel 46 
2150 Goodlettc Rd. 
Naples, FL 33940 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Ronda Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 131. Thank 

WATER FOR FLORIDA'S 
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March 15, 1996 

WSRX 
2132 Shadowlawn Dr. 
Naples, FL 33962 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 I .840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 13 1. Thank 

WATER FOR FLORIDAS FUTURE 



Marco Island Eagle 
579 ~kam Circle 
?.O. Box 579 
Marc0 Island. 33969 

W G W  
2640 Golden Gate Pkwy. 
Suite316 
Naples, FL 33942 

WSGL 
P.O. Box 7789 
Naples, FL 33941 

WNPL-Tv Channel 46 
2150 Goodlette Rd. 
Naples, FL 33940 

. 

Naples Daily News 
1075 Cennal Avenue 
P.O. Box 7009 
Naples, FL 33940 

ww 
3337 Tamiami Trail. N. 
Naples, FL 33940-4165 

WSRX 
2132 Shadowlawn Dr. 
Naples, FL 33962 

W A W  
11800 TKniami Trail. E. 
Naples, FL 33962 

WNOG & WAR0 
333 8th SI. South 
Naples, FL 33940 

WODX 
599 S. Collier Blvd., Suite 203 
P.O. Box 1480 
Marco Island, FL 33931 
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PUBLIC SERVICE ANNOUNCEMENT 

"Know The Facu Abour Lead" 

w h y  should everyone want to know the facts about lead and drinking water? Because unhealthy 

mounts  of lead can enter drinking water through the plumbing in your home. That's why you 

should get your water tested -- and the cost is d h a l - -  about t h i i  dollars. Contact Souchem 

States Utilities at 1-800-432-4501 for infomation on testing and on simple ways to reduce your 

exposure to lead in ~ n k i n g  water. 
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& h a r n  SQ,- utilities - 1 000 Color Place Npopka. FL 32703 407/8800058 

March 15,1996 

WODX 
599 S. Collier Blvd., Suite 203 
P.O. Box 1480 
Marco Island, FL, 33937 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media, This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Florida Administrarive Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 131. Thank 

WATER FOR FLORIDA'S FUTURE 
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March 15.1996 

W A W  
11 800 T a m i d  Trail, E. 
Naples, FL 33962 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media, This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Shouid you have any questions, please feel free to call me at 1-407-880-0058 ext. 131. Thank 

WATER FOR FLORIDA'S FUTURE 
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1000 Color Place, Apopka, Florida 32703 
Phone 407-880-0058 
Facsimile 407-884-7740 

Media Release 
Contacts: Tracy Smith, Ida Roberts or Eileen Ballard 

Date: March 15, 1996 

FOR IMMEDIATE USE 

Southern States Utilities Issues Lead Advisory On Marco Island 

Residents on Marco Island have been notified by Southern States Utilities that some 

drinking water samples taken recently have indicated elevated lead levels. The customer 

advisories suggest steps to reduce the exposure to lead in the home and provide other information 

about lead in drinking water. 

Although most of the 61 random sampling locations in the community had very low levels 

of lead, 9 locations measured slightly higher than 15 parts per billion, or 0.015 milli,.rams of lead 

per liter of water, which is the designed "action level" set by the federal government. 

Because of the health concerns related to lead exposure, especially for young children and 

pregnant women, the sampling. is conducted under a "worst case" scenario. Generally, homes 

included in the sampling are constructed prior to 1986. Water samples are taken only after water 

sits undisturbed in plumbing for at least six hours, allowing extended contact of the water with 

plumbing that possibly contains some lead. Then, the first draw of water is collected and tested. 

Earlier sampling conducted in the same locations tested at below the action level. 

By merely "flushing" the system -- allowing the water to mn for a few seconds -- low level 

lead contaminates are generally removed. Brochures, approved by the Environmental Protection 

Agency (EPA), provided to home owners in Marco Island describe the health effects of lead, and 

recommend specific steps to reduce exposure in the home. 

- more 



' APPENDIX 2.56-C 

Page two - Marco Island Lead Advisory 

The EPA estimates that drinking water can make up to 20 percent or more of a person's 

total lead exposure. Lead seldom pccurs naturally in drinking water supplies, but enters the 

drinking water system primarily as a result of corrosion of materials in the distribution system or 

household plumbing that contain lead. These materials include lead-based solder used to join 

copper pipe. 

In 1986, Congress banned the use of lead-based solder containing greater than .2 percent 

lead and resvjcted the lead content of faucets, pipes, and other plumbing material to .8 percent. 

When water stands for several hours or more in lead pipes or plumbing material containing lead, 

the lead may dissolve into the water. Therefore customers are always advised to let the water run 

from the cold water faucet for 15 to 30 seconds before using it for drinking or cooking any time 

the water has gone unused for more than six hours. 

Southern States Utilities, based in Apopka, is Florida's largest privately held water and 

wastewater utility serving more than 150,000 customers in 113 communities located in 24 

counties. 

# # #  
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FROM: ' e,' J FAX #: 813/390--8137 

SOUTHERN STATES UTILITIES 
WARCO ISLAND PLANT 
P.O. BOX 197 
MARC0 ISLAND, FL 33969 

If you do not receive a l l  material being t r a n s m i t t e d ,  please call 
(813)394-3880. 



r-AGE 2 OF J4 
MARC0 ISLAND OrnCE 

mmnbunbLlar Uollleimm 960 N Collier Bhrd P.0 80% 7 97 MEM I8W. R33969 
CuPrwnar S e m a  [e l  31 39431 68 Buelraes PI 31 394-3880 

March 4,1996 

Dear Customer: 

Our water plant parsomel have been by your home several times to 
speak with you regarding our lead and copper sampling program. To date, 
we have anived while no one is home. 

Please c d  our secretary, Rhonda Smith, at 394-3880 or 394-3160, 
8:OO a.m. to 5:OO p. m. We would like to set up a time and date to speak with 
you personally. 

Thank you! I 

Sinccrely. 

M&o Island Plant 
Lead Opcrator 
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MI\RCO m u 0  omce 
P.O. Box 197 - Marco Islerd. R33969 

February 28, 1995 

Francis Wett 
188 S M s h  
Marco Island. FL 33937 

DW Mr. or Ms. W e t t :  

Thank you for participating in the lead and copper sampling program recently 
conducted by Southern S ta tu  Utilities within your neighborhood. Attached is 8 copy of 
the hbOraKOry analysis performed on the samples you collected. 

The tosting program is designed to look at a “worse case” situation where 
contamination would most likely occur. In taking samples, for example, it was necessary 
for the water to be drawn the first thing in the morning after it sat undisturbed in the 
plumbing for at least six hours. 

In Khe samples taken from your home, copper action levels were within the “action 
lev# standard of 1.3 parts per million. However, lead levels were above the 0.015 parts 
per million standard. Reduction of lead in your water can be simply accomplished by 
running the cold wam for onIy about 15 seconds, especially when it has not been used for 
a long period; ovanight for cxarnple. 

The United States Environmental Protection Agency P A )  sets drinking water 
standards and has determined that lead is a health concern at certain exposure levels. 
Matenale that contain lead have frequently been used in the construction of water suppb’ 
disvibution systems and plumbing systems in private homes and building% The 11l0St 

commonly found materials include service lines, pipes, brass and bronze futures. and 
solders and fluxes. Lead in these materials can contaminate drinking water as a result of 
the corrosion that takes ptace when water comes in contact With those materials. Lead 
can causo a At relatively low level3 Of 

exposure, these &ea3 may include interference with red blood cell chemistry, delays in 
normal physical and mental development in babies and young children, slight defects in the 
attention span, hcaring, and learning abilities ofchildren, and slight increases in the blood 

variety of adverse health effects in humans. 
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pressure of some adults. EPA’s national primary drinking water regulations require all 
public water systcm to optimize corrosion control to minimize lead contamination 
resulting from the corrosion of plumbing materials. Public water systems serving 50,000 
people OK fewer that have lead conccntration3 below 15 parts per billion @pb) in more 
than the 90 percent of tap water samples (the EPA “action level”) have optimized their 
corrosion control treatment. Any water system that exceeds the action level must also 
monitor their source water to determine whcCher treatment to remove lead in the Source 
water is needed. Any water sysrern that continues to exceed rhe action level after 
installation or corrosion control andor source water treatment must eventually replace all 
lead service lines contributing in excess of 15 ppb of lead to drinking water. Any water 
system that exceeds the action level must also undertake a public education p r o w  to 
inform consumers of ways they can reduce their exposure to potentially high levels of  lead 
in drinhng watcr. 

Southern States Utilities has monitored the source water to determine whether 
additional trWltment is needed. Those results have indicated that no detectable Icvcls of 
lead or copper were found jn our source water. Nonetheless, you are still encouraged to 
use the racommendcd steps above. 

To mcasurc the &ctivenesJ of zhe long term treatment alternatives. we would 
like to continue to have you collect water samples from your home periodically in the 
fucure. A Southern States Utilities representative will be contacting you when the next 
test is scheduled. Again, we appreciate your continued cooperation. 

If you have any questions regarding this announcement, please call 1-800-432- 
4501 or 407-880-0058 and request to speak to our Environmental Semccs Department. 
For specific information regarding the sampling and analysis, call the Southern States 
Utilities Central Laboratory at 407-860-7946. 

Sincerely. 
Southern States Utilities, hc .  
Marco Island Plant 

I -  

- 
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March 4,1996 

Doar Customer: 

Our water plan! personnel have been by your home several times to 
speak with you regarding our lead and copper sampling program. To date, 
wc have arrived while no one is home. 

Please call our secretary, Rhonda Smith, at 394-3880 or 394-3 160, 
8:OO a.m. to 5:OO p. m. We would like to set up a h e  and date to speak with 
you personally. 

Thank you!! 

Sincerely. 

Marc0 Island Plant 
Lead Operator 



February 28, 1995 

DanaLp6 
700 Seagrape Drive 
Marc0 Island, FL 33937 

Dcar h4a. Lips: 

Thank you for participating in the lead and copper m p h g  program recmtly 
conducted by Southern States Utilities within your neighborhood. Attached is a wpy of 
the laboratory annlysis performed on the samples you collected. 

The t- program is designed to look at a “worse case” ritrurion where 
conhmuutl on would moa likely occur. In taldng samples, for exampla, it was necessary 
for the water to be drawn the first thing in the morning after it sat undfsnvbod in tho 
plumb- for af lcut dx hows. 

. .  

In the samplu taken fiom your home, copper a d o n  levels wcra within the “adon  
level” standard of 1.3 pans per &on. However, lead levels were above the 0.015 parts 
per million standard. Reduction of lead in your water can be simply accomplished by 
&g the cold water for only about 15 seconds, especially when it has not been used for 
a long period; wcrnipbt for oxample. 

The United S ta tu  Environmental Proteaion Agency (EPA) rets drinking water 
standards and has determined that lead is a health concern at cenain exposum I W d S .  
Materials that contain lead have frequently been used in the construction of water supply 
distribution systems and plumbing system in private homes and buildings. The most 
commonly found materials include service lincs, p l p y  brass and bronze fixtures, and 
solders and hxes. Lead in these materials can contaminate drinkins water as a rcsult of 
the corrosion that takes place when water comes in wntact with those materid% Lead 
can cause a variety of adverse health effects in humans. At relatively low l W d S  of 
wiposure, these effects may include interference with red biood cell chcminy. delays in 
normal physical and mental development in babies and young children, slight defects the 
attention span, hearing and learning abilities of children, and slight Increases in the blood 
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~ ’ B B S L U ~  of mme adults. =A‘s national primary drinking water regulations require all 
public water systems to optimize corrosion control to minimiTe lead contamination 
resulting from the corrosion of plumbing materials. Public water systems serving 50,000 
people or fewer that have lead concentrations below 15 parts per billion (ppb) m . more 
than the 90 pcrcsnt of tap water samples (the EF’A “action level“) have opdmizcd thdr 
corrosion control trratmcnt. Any water system that e x d s  the d o n  level mu= also 
monitor their source water to determine whether treatment to m o v e  lead in the source 
water ia needed. Any warer system that continucs to axcccd tho d o n  level after 
innallation or corrosion control andlor source water treatrnenK must eventually replace all 
lead sewice he8 contributing in excess of 15 ppb of lead to drinking water. Any water 
syatem that e x d r  the d o n  lewd must also undertake a public cducatfon program to 
inSorm consumers of way they CM reduce their exposure to potentially high lwels of lead 
kl Water. 

Southern States Utilities has monirorcd the source -tor to determine whether 
additional umment is needed.  OM results have indicated that no doxcctable 1 0 ~ 1 ~  of 
lead or copper were found w o u n c  wa te c Nonetheless, you are sUll encouraged to 
udc the racommonded steps &OW. 

To measure the sffectiveness of the long term tree%Lmar alremadvu, we would 
li!u to conbuc to have you mllea water samples *om your home periodicdly in the 
fizture. A Southern Stares Utilities representative will be contacting you when the ne* 
test is scheduled. Again, we appreciate your continued cooperanon 

If you have any questions regarding th ie  announcement, please call 1-800432- 
4501 or 407-880-0058 and rquest  to speak to our Enviromnentd SorVices Dcpmmc.  
For ipecac bforrnatlon regarding the smpling and analysis. call the Southorn States 
Utilities ContraI Laboratory at 407-860-7946. 

Sinsorcly. 
Southern Statu Utilities. Inc. 
Marm Island Plant 



March 4, 1996 

Dear Customer: 

Our water p h t  personnel have been by your home several times to 
speak with you regarding our lead and copper sampling program. To date, 
we have &vcd while no one is home. 

Please call our secretary, Rhonda Smith, at 394-3880 or 394-3160, 
8:OO a.m. to 5 0 0  p. m. W e  would like to sct up a time and date to speak with 
you personally. 

Thank you! ! 

Sincerely, 

Larry Lbovitz 
Marc0 Island Plant 
Lead Operator 

WATER FOR FLORIDA'S FUTURE 
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February 28, 1995 

Robert Mnir 
3 16 Handarson Ct. 
MIVCCI Island, FL. 33937 

DearMr. Meir 

Thank you for participating in the lead and copper sampling program recently 
conducted by Southem States Utiliues within your neighborhood. Attached is a copy of 
the laboratory analysis perfanned on the samples you colleceed. 

The tasting program is designed to look at a "worse case" situation where 
contaminstion would most likely occur. In raking samples, for example, it was necessary 
for the water to be drawn the first thing in the morning after it sat undisturbed in the 
p lumbw for at least six hours. 

In the samples taken from your home, copper action levels were within the "action 
level" standard of 1.3 parts per million. Howwer, lead levels were above the 0.015 parts 
per million standard. Reduction of lead in your water can be simply accomplished by 
running the cold water for only about 15 seconds, especially when it has not been used for 
a long period; overnight for example. 

The United States Environmental Protection Agency @PA) sets drinking water 
standards and has determined that lead is a health concern at certain exposure levels. 
MatUials that contain lead have fiequmtly been used in the construction of water supply 
didbution systems and plumbing sysrems in private homes and bulldlngs. The most 
c o m o d y  found materials include service lines, pipes, brass and bronze fixtures, and 
soldma and fluxes. Lead in these materials can contaminate drinking water as a result of 
the corrosion that takes place when water comes in contact with those materials. Lead 
can cause B At relatively low levels of 
exposure, these effects may include interference with red blood cell chemistry. delays in 
normal physical and mental development in babies and young childrcq slight defects in the 
attention span, hearing. and learning abilities ofchildren, and slight increases in the blood 

variety of adverse health effects in humans. 
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pressure of some sdults. EPA's national primary drinking warer regulations require all 
public water eystems to optimize corrosion control to minimize lead contamination 
rcaulting from the corrosion of plumbing materials. Public water systems serving 50,000 
people or fewer that havc lead concentrations below I5 parts per billion @pb) in more 
than the 90 percent of tap water samples (the EPA "action level") have optimized their 
comaion control treatment. Any water system that exceeds the action level must also 
modtor thek source water to determine whether treatment to remove lead in thc source 
water is needed. Any water system that continues to exceed the action level after 
installation or corrosion control and/or source water treatment must eventually replace all 
lead senice linu contributing in cxccss of 15 ppb of lead to drinking water. Any water 
syazcm that exceeds the action level must also undertake a public education program to 
Inform consumers of ways they can reduce their exposure IO potentially high levels of lead 
in drinking water. 

Southern States Utilities has monitored the source water to determine whether 
additional treatment is needed. Those results have indicated that no detectable leveh of 
lead or copper were found in our source w&. Nonetheless, you a n  stiU encowagcd to 
use the recommended meps above. 

To meawre the effectiveness of the long term treatment alternatives, we would 
like to continue to havc you collect water samples ftom your home periodically in the 
future. A Southern States Utilities representative will be contacting you when the next 
test is scheduled. Again, we appreciate your continued cooperation. 

If you have any quutions regarding this announcement, please call 1-800-432- 
4501 or 407-880-0058 and request to speak to our Environmental Services Department. 
For speciflc information regarding the sampling and analysis, call the Southern States 
Utilities Central Laboratory at 407-860-7946. 

Sincerely, 
Sauthcm States Utilities, Inc. 
Marco Island Plant 
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MARC0 ISUND OFFICE 
e r n  Milhie.. 960 N. ColGer W. - P 0 b x  197 Msno Islend, R 33968 

C u a m a r  Sarvica [El 31 394-31 68 Edmss [El 31 394-3880 

March 4,1996 

Dear Customer. 

Our water plant pcrsonncl havc bccn by your home several times to 
speak with you regarding our lead and copper sampling program. To date, 
we have arrived while no one is homc. 

Please call our secretary, Rhonda Smith, at 394-3880 or 394-3160, 
8:OO a.m. to 5:OO p. m. We would ljkc to set up a b c  and datc to spcak witb 
you personally. 

Thank you!! 

Sincerely, 
n . -  

-. 

Marc0 Island Plant 
Lead Operator 

.- - 
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March21, 1996 

Nicholas P a l a ~ o  
1502 #2 Mainsail Drive 
Marco Shores, FL. 33962 

Dear Mr. Pdnzzo: 

Thank you for parricipating in the lead and copper sampling program recently 
conducted by Southern States Utilities within your neighborhood. Attached is a copy of 
the labontory analysis performed on the samples you collected. 

The testing program is designed to look at a “worse c a d ’  situation where 
contamination would most likely occur. In taking samples, for example, it was necessary 
for the water to be drawn rhc first thing in the morning after it sat undisturbed in the 
plumbing for at least six hours. 

In the samples takcn &om your home, copper action levels were within the “action 
level” standard of 1.3 parts per million. However, lead levels were above the 0.015 parts 
per million standard. Reduction of lead in your water can be simply accomplished by 
running the cold water for only about 15 seconds, especially when it has not been used for 
a long ponod; overnight for example. 

The United States Environmental Protection Agency (EPA) sets drinking water 
standards and has determined that lead is a health concern at cemin exposure Ievels. 
Matcriah that contain lead have frequently been used in the construction of water supply 
distribution systems and plumbing systems in private homes and buildings. The most 
commonly found materials include service lines, pipes, brass and bronze h e s ,  and 
solders and fluxes. Lead in these materials can contaminate drinking warer as a result of 
the corrosion that takes place when water comes in contact wirh those materials. Lead 
can cause a variety of adverse health effects in humans. At relatively low levels of 
exposure, these effects may include interference with red blood cell chemistry, delays in 
normal physical and mental development in babies and young children, slight defects in the 
attention span, hearing, and learning abilities of children, and sligh? increases in the blood 
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prcssurs of somc adults. EPA’s national primary drinking water regulations require all 
public water systems to optimize corrosion control to minimize lead contamination 
resulting &om the corrosion of plumbing materials. Public water sy~rcms serving 50,000 
people or fewer that have lead concentration3 below 15 parts per billion @pb) in more 
than the 90 percent of tap water samples (the EPA “action level”) have optimized their 
corrosion control treatment. Any water system that exceeds the a d o n  level must also 
moniror their source water to determine whether treatment to remove lead in the source 
water Is needed. Any water system that continues to exceed the action level after 
installation or corrosion control and/or source water treatment must eventually replace ail 
lead service lines contributing in excess of I5 ppb of lead to drinking water. Any water 
system that exceeds the action lcvcl must also undertake a public oducation program to 
inform wnsumcrs of ways they can rcducc their exposure to potentially high Isvels of lead 
in drinking water. 

Southern States Utilities has monitored the source water to determine whether 
additional treatment i3 needed. Those results have indicated that no detcctabls levels of 
lead or copper were found in our source water. Nonetheless, you are still encouraged to 
use the recommended steps above. 

To memure the eEecGvcness of thc lwng term treatment alternatives. w e  would 
like to continue to have you collect water samples from your home periodically in the 
fimrs. A Southern States Utilities representative will be contacting you when the ne= 
test is scheduled. Again, we appreciate your continued cooperation. 

If you have any questions regarding thlr announcement, please call 1-800-432- 
4501 or 407-880-0058 and request to speak to our Environmental Services Department 
For specific information regarding the sampling and analyais, call the Southern States 
Utilltles Central Laboratory at 407-860-7946. 

Sincerely, 
Southern States Utilities, Inc. 
Marco Island Plant 

LYr3 

L 
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eCl(VICE ADDRESS 
SHORECREST CT 

Bill D u ~  siicm6 
LosaliDn Number 2600000323 
Plan1 Number 26001 

WATER 
R a b  WJe-MIR 
m n p  hid m m  TO 3 m m  
Days in Billing P h d ;  32 
IMler Readiqs: 

Present PIenOYr UIUJB 
2736580 2689140 47440 Gal 

M.bi Sire: 1' 
MeDr Number 9175254 3 
Deposit I OD 
Connect Dale BlIu82 

SOUTHERN STATES UTILITIES, INC. 
1000 COLOR P U C E  
APOPKl  FL a 7 0 3  

Localonim Phone 1-813.394.3168 or WI Toll Fns  1-Bow32.+501 

ANDREW F MALETiCH 
506 E FRONTAGE RD N 
BOLINGaROOK lL 601404000 

CURRENr CHARGES 
PASTDUE AFTER 

4/03/96 

WATER 

GALLONAGE CHARGE 47440 Gd  @ 5 .W3210 152.28 
EFTFACILI~V CHARGE 21.34 

-- 
TOTAL WATER 

CUSTOMER NUMBER 

1043-3 

TOTAL AMOUNT DUE 

$ 173.62 

173 62 

TOTAL CURRENT CHARQES 173.62 

TOTAL AMOUNT DUE S - m E  

* EMERGENCIES CALL 1.813-649.2809 

P k s e  msol dl spnnmer timlnp dnvims m honor a vo lunw higation schedule. by day 01 *e 
week, lime and od3 er wen house numbers: 

Mondays and Thursdays' N of  Collier Blvd. , W ID h e  Gun md 5 lo %e end 01 collier CL 
Tuesdays and Fddays: E 01 Collier Bbd. and N of SR9Z. 
Wednesdays and Salurdays: S 01 SR92 urd E 01 Collier. 

WATERING TIMES: 
odd: 2 a. m 10 6 a m. 
Evm: 10 p.m. IO 2 a.m. . Some horns in your cornmvrily have elwilod lead IewIs in meir d n n k j ~  wabc. 

WATER CONSERVATION REOUEST 

LOCATIONS AND DAYS OF THE: WEEK 

had c ~ n  paw 
a Ugnib:anI risk 10 your hssb. Plea- read *e endorsd rmka lor lrnmer inlomation. 

Local OM- Phone 1-813-3S4-3166 or Cdl Toll Free 1400432-4501 

Make cheob payyab 10 Ssu 

Bill Dale 3114186 

CURRENT CHARGES 
PASTDUEAFTER 

4/03/96 

CUSTOMER NUMBER 1043-9 

- ANDREW F MALETICH 
[ " ?  

:".! .~ SO6 E FRONTAGE RD N - BOLlNGBROOK IL 60440-0000 .. . . 

TOTAL AMOUNT DUE 

SOUTHERN STATES UliLITIES $ 173.62 
P.O. BOX2047 

APOPKA FL 32704.2047 DUE UPON RECEIPT 

PLEASE SHO W AMWNT 
OI'PAYMEM 

1043.9 Piant 26001 W 
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SERVICE ADDRESS 
'0 DANA CT 

Bili D d s  3m5m 
Lotdon Number 2600000352 
Plant Number 26001 

SOUTHERN STATES UTILTnES, INC. 
1000 COLOR PLACE 
APOPK4 FL 32701 

Lou1 MNrs Phons 1-813-595-3168 or Call Toll Free 1 - 8 ~ ~ 3 2 - 4 M i  

HARRY T GORMAN 
'8340 DANA CT 
MARCO FL 339374524 

WATER 
m A C l L l i T  CHARGE 
GALLONAGE CHARGE WATER CHARGES 

WATER 
Rats Code.MIR TOTAL WATER 

*nod 1117146 TO 2IlWQ6 
BUng Penod M TOTAL CURRENT CHARGES 

e d n g i  
Pnvlour usage TOTAL AMOUNT DUE ! .----- *^_._ - . 

CUSTOMER NUMBER 1870-5 

. .~ -- 

CUSi'OMER NUMBER 

1870-5 

TOTAL AMOUNT DUE 

$ 99.75 

8.40 
91 3s 

89 75 

EMERGENCIES CALL 1.813-649.ZMU 

WATER CONSEAVAIION REWEST 

LOCATIONS AND DAYS OF THE M E K  

Pbare rn-1 dI rprmlder h h n g  &w,imc m honor a valunwy irigedwl raheduls. by day of h a  
wMh lime and odd or oven house numben: 

Mondays and Thunday5: N of Collior Blvd., W to mn Gull and s m me end 01 wllier ti. 

W d n s r d s p  and Salurd8yr: S of SR92 end E of anur, 
Tuesdays and Ftidsys: E 01 Collier Elvd. and N of SR92 

WATERiNG TIMES: 
odd: 2 e. rn. 10 6 a m .  
Even: 10 p.m. ID 2 L m .  

* %me nomer in Wui COmmunlty hava elevated lMd *vel6 In bur ddnb'ng water. Lead can pore 
a signiliunl risk to your health. Please mad h a  e n d o w  ~totirs lor fumsr iniorrnslion. 

- - HARRY T GDRMAN 
1140 DANA CT 

L MARCO FL 339374524 

89.75 

$-XiF 

............ WATER USE ............ 
Dally Avenge W w r  Ute: 

Current Monh 964 W n y  
Sems Mmlh h l  Yr 050 QaVDsy 

3. 33 Duly Anerage Warn con: $ 
Pieue bnng enbm bin when pnying in person 

PIeaSs ,*lYrn this portlo" *,Ill payment 

L w l  Oifice Phone 1-913.394.3166 or Cdl Toll Free 1-8004324501 

Make sh&s payable to SSU 

Bill Date 3105196 

CURRENT CHAROES 
PAST DUE AFTER 

3/25/96 

TOTAL AMOUNT DUE 

SOUTHERN STATES UTIUTIES s 99.75 
P.O. BOX 2047 

APOPUA. FL327OwC47 DUE UPON RECEIPT 

PEASE SHOlV AMOUNT 
Of PAYMENT 

1870-5 P h i  26Wl W 



PublipJucation Malerials For 
The Control Of 

Lead And Copper 

~~ ~ 

Marc0 Island 
Water Svstem 

SOME HOMES IN MARC0 ISLAND HAVE 
ELEVATED LEAD LEVELS IN THEIR DRINKING 
WATER. LEAD CAN POSE A SIGNIFICANT RISK TO 
YOUR HEALTH, PLEASE READ THE ENCLOSED 
NOTICE FOR FURTHER INFORMATION. 

March. 1996 

Depanmenl 01 Envlronmenlal Prolecllon 
Bureau 01 Drlnklng Waler 

and Ground Waler Resources 
2600 Blalr Stone Road 

Twin Towers Olllce Uulldlng 
Tallahassee. FL 32399.2400 

(904) 481-1762 

Vlrglnla E. Walherall. Secreta!) 
Lawlon Chiles. Govomor 

INT~,..+UCTION 

The Uniled Slales Environmental Prolecllon Agency 
(€PA) and Soulhern Slales Ulllilles are concerned 
about lead In your drlnking water. Allhough mosl 
homes have very low levels of lead In lheir drinking 
waler. some homes In Ihe communlly have lead levels 
above Ihe EPA aclion level of 15 parts per billion (ppb). 
or 0.015 mllligrams of lead per liter 01 water (mglL). 
Under Federal law. we are rewired lo have a vroomm 
In place lo minimize lead in'your drinking watir by 
January 1997. 

This program includes corrosion control Irealmenl, 
source waler Irealment. and publlc educalion. We are 
also required lo replace each lead sewbe line lhal we 
control I1 Ihe line conlrlbules lo lead concentration 01 15 
ppb or more alter we have compleled the 
comprehenslve lrealmenl program. 

If you have any quesllons aboul how we are carrying 
oul the requlremenls 01 Ihe lead regulation. please give 
us a call at 1-000-432-4501. This brochure explains 
Ihe simple sleps you can lake lo prolecl you and your 
family by reducing your exposure to lead In drinking 
waler. 

HEALTH EFFECTS OF LEAD 

Lead is a common, nalural and oiten useful meld 
found lhroughoul Ihe environment in lead-based paint. 
air. soil. household dust. lood. certain types 01 potlery, 
porcelain and pewler. and water. Lead can pose a 
signilicanl risk Io your heallh If loo much 01 It enters 
your body. 

Lead builds up In Ihe body over many years and can 
cause damage Io lhe brain, red blood cells and 
kidneys. 

The grealesl risk Is lo young children and pregnanl 
women. Amounts 01 lead lhal won't hurl adults can 
slow down normal menlal and physical developmenl of 
growing bodies. In addilion. a child al play ollen comes 
inlo contact with sources of lead conlaminalion like dlrl 
and dust lhal rarely affect an adult. 

I1 is importanl lo wash children's hands and loys ollen. 
and lo Iry Io make sure lhey only puI food In lhelr 
moulhs. 

LEAD IN DRINKINC .ITER 

Lead In drinking water. allliough rarely Ihe sole cause 
01 lead poisoning. can signllicanlly Increase a person': 
tolal lead exposure, particularly Ihe exposure 01 lnlanls 
who drink baby lormulas and concentrated Iulces thal 
are mixed wllh waler. The EPA esllmales lhal drinking 
waler can make up 2 0  percent or more 01 a person's 
lolal exposure to lead. 

Lead Is unusual among drinking waler contaminanls in 
lhat it seldom occurs naturally In waler supplies like 
rivers and lakes. Lead enlers drinking waler primarily 
as a result 01 Ihe corrosion, or wearing away. 01 
malerials containing lead in the waler dislribulion 
syslem and household plumbing. 

These malerials Include lead-based solder used IO join 
copper pipe made of lead lhal connecl your house lo 
Ihe waler main (service lines). In 1906. Congress 
banned the use of lead solder conlaining grealer lhari 
0.2% lead. and reslricled the lead contenl of laucels. 
pipes and other plumbing malerials lo 8.0%. 

When waler stands in lead pipes or plumbing syslenis 
conlaining lead lor several hours or more, Ihe lead may  
dissolve lnlo your drinking waler. This means Ihe lirsi 
waler drawn lrom the lap In the morning. or lalei in-lhc 
allernom aller relurnlng from work or school. can 
conlain fairly high levels of lead. 

STEPS YOU CAN TAKE IN THE HOME TO 
REDUCE EXPOSURE TO LEAD IN ~- , 

DRINKING WATER 

Oesplle our best ellorls mentioned earlier lo conlrol 
waler corrasivlly and remove lead lrom Ihe w a k  
supply. lead levels In some homes or buildings can bc 
high. 

To lind out wheliier you need lo lake aclion in your own 
home, have your drinking waler lesled Io determine i i  il 
conlains excessive concentralions of lead. Tesling the 
waler is essenlial because you cannol see, lasle, or 
smell lead in drinking waler. 

Some local laboratories lhat can provide lhls service 
are llsled al Ihe end 01 lhis booklel. 





C'WICE ADDRESS 
SHORECREST CT 

Bill Dale s/i4m6 
Localion Number 26000W323 
Plank Nummr 26w1 

WATER 

SOUTHERN STATES UTILITIES, INC. 
1000 COLOR PLACE 
APOPKA. FL 32701 

LosalORiea Phone 1-813454.3168 or CzdlTolkFree 1-800-4324601 

ANDRiW F MALETICH 
506 E FROMAGE RD N 
BOLINQaROOK lL 60MO.OWO 

WATER 

GALLONAGE CHARGE 47440 Gd @ S 
EXSFFACILITY CHARGE 

TOTAL WATER 

TOTAL CURRENT CHARGES 

TOTAL AMOUNT DUE 

CURRENT CHARGES 
PASTDUEAFTER 

4/03/96 

21.34 
003210 152,ZB -- 

CUSTOMER NUMBER 

1043.9 

TOTAL AMOUhT DUE 

S 173.62 

173.62 

173.62 

* EMERGENCIES CALL 1.813-649.2609 

WATER CONSERVATION REOUEST 
Please mwl all sprinidsr tidnn devims m hmw a volunDy h i p l o n  rchedub, by day of me 
week, lime and edJ or oven houw n u m b s :  

Monday% and Thursdays: N 01 Collia Blvd., W m km GUM M d  S 10 %e end of collier CL 
Tuesdays and Friday6: E of Collier Blvd. and N of SR92. 
Wednordays and SPIurdLIyI: S 01 SR82 and E 01 Wlier. 

WATERING n M E s  
ow: 2 a. m to 6 a m. 
Even: 10 p. m. to 2 a.m. 

Soma homar in your commmily hsvs e l w W  lead Ikwk in mdr dnnkj;l*l water. 
a agnifisanl risk 10 your heah. 

LOCATIONS AND DAYS OF TH€: WEEK 

Lead cm pow 
P1sas.e read b o  endord mtiw lor t h r r  infm,,,don. 

--......____ WATER USE .........._. 
DYly Average Water Use; 

Current Monm l a 3  GalIDay 
h a  Monm La* Y I  

5. 43 

1417 G.rllD.)l 

Daily Avrraga Water Cos!: $ 
Please bnng mare MI\ when pavlnp in pwmn 

Please lslm this ponion sib paymenl 

LCCdOIflcs Phone 1.813.384-3166 e1 CallToll Free 1400412-4501 

Make shook payable to SSU 

Bill Data 5114m6 

CURRENT CHARGES 
PASTDUE AFTER 

4/03196 

CUSTOMER NUMBER 10434 

ANDREW F MALETICH 
506 E FRONTAGE RD N $ ., - .... B~LINGBROOK IL 604400000 

TOTAL AMOUNT DUE 

SOUTHERN STATES Ul'ILITIES $ 173.62 
P.O. 80x2047 

APOPKA. FL 52104.21W DUE UPON RECEIPT 

PLEASE SHOWAMWNT 
01.'PAVMENT 



. . . . .  .:... . . . . . . .  

SERVICE IDDRESS 
.O DANA CT 

Bill D m  3 m m  
Losation Number 2600000352 
Phnl Number 26001 

CURREhm CHARGES TOTALAMOUNr DUE 
PAST DUE AFTER 

3/2!996 s 99.75 

WATER 
~ESACILITY CHARGE 8 40 
CI4LLONAOE CHARGE WATER CHARGES 91 35 -- 

TOTAL WATER 09 75 

TOTAL CURRENT CH4RGES 89.75 

TOTAL AMOUNT DUE s m  

. EMERGENWES CALL 1.$13.649-28$0 

WATER CONSERVATION REC,UEST 
Phase mmt JI rprinldw bmng device6 b honor a d u n w  (rgaOon wbdule, by day of lha 
w-h tme M d  odd or *van house numbers: 

LOCATIONS AND DAYS OF THE WEEK 
Mondays and Tnurulpya: N 01 Collier Blvd., W to ke Gull m d  S m lhe end 01 oollier CL 
Tuesdays M d  Fndays: E 01 C d b r  Blvd. and N 01 SR92. 
Wdne6da)rr and Salurdayr: S 01 SR92 end E 01 W a r .  

WATERING TIMES: 

............ WATER USE ............ 
Daily Avenge Water Uu: 

Curnnl Mmlh 064 WAay 
Same MonW Last Yr 959 GaVDny 

3. 33 Dally 4verage Wale, COLI: $ 
Pierre bnw entire bill when paying in perron 

Please rehm tklt p m o n  with payment 

L-I Dtiico Phone 1-813.394.3168 01 Call Toll Free 14004324MI 

CUSTOMER NUMBER 1870-5 

- 
HARRY T GORMAN .-. 1140 DANA CT L 2 MARGO FL 33937-4524 

CUSTOMER NUMBER 

1870-5 

Make c b c b  payable 10 SSU 

Bill Dam 3105,Q6 

CURRENTCHARGES 
PASTDUEAFIER 

3/25/96 

TOTAL AMOUNT DUE 

SOUTHERN STATES UTILITIES s 99.75 P 0. BOX 2047 
APOPK4. FL32704.2247 DUE UPON RECEIPT 



ducation Materials For 
The Control Of 

Lead And Copper 

Marc0 Island 
Water Svstem 

SOME HOMES IN MARC0 ISLAND HAVE 
ELEVATED LEAD LEVELS IN THEIR DRINKING 
WATER. LEAD CAN POSE A SIGNIFICANT RISK TO 
YOUR HEALTH. PLEASE READ THE ENCLOSED 
NOTICE FOR FURTHER INFORMATION. 

March. i s 9 6  

Deparlmenl 01 Envlronmenlal Proleclion 
Bureau 01 Drlnhlng Walei 

and Ground Waler Resources 
2600 Blatr Slane Road 

Twln Tower$ Olltce Bulldlng 
Tallahassee. FL 32399-2400 

(904) 481-1762 

Vlrglnla 0. Walhcralt. Secretary 
Lawlon Chlles, Goveinor 

lNT(,,.- ,'UCTiON 

The Uniled Slates Envlronmenlal Proleclion Agency 
(EPA) and Southern Slates Ulililles are concerned 
aboul lead In your drinklng waler. Allhough mosl 
homes have very low levels 01 lead In lhelr drinklng 
waler, some homes In Ihe communlly have lead levels 
above Ihe EPA aclion level 01 15 parts per billion (ppb). 
or 0.015 mllligrams 01 lead per liler 01 water (mglL). 
Under Federal law. we are required Io have a program 
in place to minimize lead In your drinking waldr by 
January 1997. 

This program includes corrosion conlrol Irealmenl. 
source waler Irealmenl. and public educalion. We are 
also requlred lo replace each lead Servlce llne lhal we 
conlrol iI lhe line conlribules Io lead concenlralion 01 15 
ppb or more aller we have completed Ihe 
cornprehenslve treatment program. 

iI you have any quesllons ahoul how we are carrylng 
out the requlremenls 01 the lead regulallon. please give 
us a call at 1-000-432-4501. This brochure explains 
Ihe simple sleps you wn lake lo prolect you and your 
lamily by reduclng your exposure lo lead In drinking 
water. 

HEALTH EFFECTS OF LEAD 

Lead is a common, natural and ollen uselul metal 
found lhroughoul Ihe environment in lead-based palnl. 
air, soil, household dusl, lood. certain lypes 01 potlery. 
porcelain and pewler. and water. Lead can pose a 
signilicant risk lo your heallh i l  loo much 01 I1 enlers 
your body. 

Lead builds up in Ihe body over many years and can 
cause damage lo the brain, red blood cells and 
kidneys. 

The grealesl risk is lo young children and pregnanl 
women. Amounls of lead thal won'l hurl adulls can 
slow down normal menlai and physical development 01 
growing bodies. In addition. a chiid at play ollen comes 
inlo conlacl with sources 01 lead conlamination like dirt 
and dust lhal rarely allecl an adull. 

I1 is imporlanl lo wash children's hands and toys often. 
and lo try to make sure they only pul lood in their 
rnoulhs. 

LEAD IN  DRINKIN( ,ITER 

Lead in drinking waler. ailhough rarely Ihe sole cause 
of lead poisoning. can signilicanlly increase a person's 
tolal lead exposure. parllcularly the exposure 01 inlank 
who drink baby lormuias and cancenlrated juices lhal 
are mlxed wllh waler. The €PA esllmales thal drinking 
waler can make up 20 percent or more 01 a person's 
total exposure lo lead. 

Lead is unusual among drinking waler contaminanls io 
lhal il seldom occurs nalurally In waler supplies like 
rivers and lakes. Lead enleis drinking water primarily 
as a resuII 01 the corrosion. or wearing away, 01 
materials containing lead In the waler dislribulion 
syslem and household plumbing. 

These materials Include lead-based solder used Iu join 
copper pipe made 01 lead lhal connecl your house lo 
the water main (service lines). In 1906. Congress 
banned Ihe use 01 lead solder conlaining grealer lhan 
0.2% lead, and restricled the lead conlenl 01 IauceIs. 
pipes and olher plumbing malerlals lo 0.0%. 

When waier slands n cad pipes or plumbing syslenir 
coninin'ng lead lo1 SCYCI~I liolirs or more. ihe lead ma) 
d ssolve ihlo your dimking walcr TI) s means the liisl 
water drawn liom the lap n llie rmwnmg, or lalei tmtlw 
allemoon allei returning irom wonk or ECIIOOI. can 
conla n l a  rly hngh levels 01 lead. 

STEPS YOU CAN TAKE IN THE HOME TO 
REDUCE EXPOSURE TO LEAD IN 

DRiNKlNG WATER 
, 

Despile our besl ellorls mentioned earlier lo conlrol 
waler corrosivily and remove lead lrom Ihe wale, 
supply, lead levels In some homes or buildings can bc 
high. 

To lind QUI whelher you need to lake aclion in your own 
home, have your drinking waler lesled lo delermine il il 
conlains excessive concenlrations of lead. Tesling Ihe 
waler is essential because you cannot see, lasle. 08 

smell lead in drinking waler. 

Some local laboralories thal can provide lhis Sewice 
are lisled at Ihe end 01 lhis booklel. 
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THORNTON LABORATORIES, INC. 
MARINE. A N A L n l U L  ANC ENVIRONMENTAL SERWCES 

11.5 EAST CASS STREET. TALIPA. FLORIDA 33602 
P O  BOX 28W. TALIPA FLORIDA 31601.2880 TELEPHONE 1813) 223-9702 
HRSr 84147 H R S I  E81100. E84321 FAX 111131 2234332 

-. . . . .. .~ - ... ..,.,- 
~ . <,. . - ... ... 

Public Drinking Water System 

Laboratory Analysis Reporting Forma t  

for Lead and Copper Tap  Samples 

CERTIFIED LABORATORY NAME: 

HRS CERTIFICATION NUMBER: 81 147 

THORNTON LABORATORIES, INC. 

LABORATORY CONTACT: RICHARD LEWIS 

AND PHONE NUMBER: (813) 223-9702 

SUBCONTRACTORS NAME 

CERTIFICATION NUMBER 

AND PHONE NUMBER 

The anached sampling analytical results were submitted by the following public wafer system. Each 

sample confainer contained one liter of solution (i 100mL). All samples were to the best of our 

knowledge taken properly by the following system and analyzed in accordance with the requirements 

listed on page 26560 of the June 7, 1991 Tap sampling dates were reported for 

each sample received. 

PUBLIC WATER SYSTEM’S DER I.D. NUMBER: 

PUBLIC WATER SYSTEM’S NAiVIE: ??PO(\ GI? &; I 1 S 
f31UST BE INCLUDED WITH SAhlPLE SUBAII l rAL)  

2’b 0064 

I do HEREBY CERTIFY that all data submitted are correct. 

SIGNATURE ws 
NAME (PRINT) RICHARD LEWIS 

DATE OCT 2 1 w% 
DERiACPHU REVIEWING OFFICIAL 

DATA SUBMITTAL (CHECK ONE) 

SATISFACTORY ( ) UNSATISFACTORY ( ) 

NOT PROPERLY IDENTIFIED ( ) 



996588 
696588 
OL6588 
L56588 
956588 
PL6588 
bT0988 
556588 
C56588 
856588 
8b6588 
Z86588 
T86588 
9L6588 

-+%WJw- 
800388 
EL6588 
b96588 
5L6588 
LL6588 
896588 
L36588 

E 
2 
T 



THORNTON LABORATORIES, INC. 
MARINE. ANXITICAL AND EIIVIROWUENIAL SERVICES 

1945 E N 1  CAS5 STREET. TAMP*. FLORIDA 33602 
P 0 BOX 2 W 4  TAMPA. FLORIDA U601.28110 

8RSI 81147 W R S I  E W I M .  E84324 
TELEPHONE 18131 221-0702 

FAX lSllll221-$332 

21-0Ct-1994 
Page 1 

COPPER TAP SAMPLE ANALYSIS AND RESULT RANKING REPORT 

System Name: BEACON HILLS Date Submitted to Lab: 6-OCT-1994 

PWS-ID: 2J60063 Analysis Date: 18-0Ct-1994 

Laboratory: Thornton Laboratories Lab Analysis Method: EPA 220.1 

Lab-ID: 84147 Copper Analysis 

Contact: Richard Lewis Method Detection Limit: 0.05 mgjL 

Phone: (813) 223-9702 90th Percentile Value: 0.21 mgjL 

Rank Location Code Date Site Copper (Cu) 
A (ascending) No. Tier Lab Sample ID Sampled 

The action limit for Copper is 1.3 mg/L 

0 
0.06 
0.06 
0.06 
0.06 
0 . 0 7  

0 . 0 7  
0 . 0 8  
0.09 
0.09 
0.15 
0.16 
0.16 
0.16 
0.16 
0.16 
0 . 2 0  
0.21 
0 . 4 9  
1.37 
2.98 
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November 1994 

Dear SSU customer: 

Thank you for participating in our recent program to 
determine Lead and Copper concentrations in your drinking 
water. 

Samples were collected from 21 Beacon Hills SSU 
customers, 5 of the 21 residences exceeded the EPA 
"action level" of 0.015 ppm for Lead, and 2 of the 21 
residences exceeded the EPA "action level" of 1.3 for Copper. 
For your information, a copy of the laboratory report for 
your home is enclosed. 

We would like to continue to sample in your home for future 
studies with your permission. Since your home was on the 
original list of the sampling plan, you may remain on the 
program and will not be required to pay for this additional 
customer service. 

A representative will be dropping off a bottle for our next 
sampling period when date is determined. Thank you for your 
cooperation. 

If you have any specific questions on the sample report or 
any questions regarding the sampling plan for Lead and 
Copper, please call our Technical Services Department or 
Environmental Compliance Department at 1-800-423-4501. We 
will be glad to answer any questions you may have. 

Thank you 



.: ... .(. y 
.. . . . .  . .. .. .. . ., .. . . 

November 1 9 9 4  

PUBLIC SERVICE ANNOUNCEMENT 
The United States Environmental Protection Agency (EPA) Sets 
drinking water standards and has determined that copper is a 
health concern at certain exposure levels. Copper, a reddish- 
brown metal, is often used to plumb residential and 
commercial structures that are connected to water 
distribution systems. Copper contaminating drinking water as 
a corrosion by-product occurs as a result of the corrosion of 
copper pipes that remain in contact with water for a 
prolonged period of time. copper is an essential nutrient, 
but at high doses it has been shown to cause stomach and 
intestinal distress, liver and kidney damage, and anemia. 
Persons with Wilson's disease may be at a higher risk of 
health effects due to copper than the general public. 

Public water systems must meet the EPA "action level" which 
requires that at least 90% of drinking water samples analyzed 
must have copper concentrations below 1.3 ppm. Southern 
States Utilities is required to notify you that the 
laboratory test on a water sample from inside your particular 
home did exceed 1.3 ppm for Copper. Attached is a copy of the 
laboratory analysis performed on the water sample collected 
in your home. 

SSU will be performing a water corrosion control study to 
determine the best way to limit possible corrosive effects in 
home plumbing systems. Copper levels in your drinking water 
are likely to be highest if your home has copper piping and 
the water sits in the piping for several hours. Reduction of 
copper in your water can simply be accomplished by running 
the cold water tap for approximately 15 seconds. 

Thank you for your participation in our lead and copper 
sampling program. With your permission, we would like to 
continue to collect water from your home in the future. If 
you have any questions regarding this Announcement, please 
feel free to call Southern states Utilities/Jacksonville 
office at 641-8332 and request to speak with our operations 
supervisor. 
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November 1994 

PrnLIC SERVICE AM\TOUNCE.R.Ern 

The Environmental Protection Agency has determined that Lead 
in high levels can be harmful to your health. Southern 
States Utilities has started a program to monitor and control 
levels of Copper and Lead in our drinking water. The results 
of your water sample collected from your home have exceeded 
the EPA "action level" for Lead. The attachments will help 
you understand Lead and the effects it has on people. Thank 
you again f o r  participating in our study and feel free to 
call our Operations supervisor at 641-8332 and we will be 
glad to speak with y o u .  
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Southern States Util i t ies  1000 Color Place Apopka, FL 32703 407/880-0058 

, May 3,1995 

Mr. Chris C. Carter, Environmental Specialist III 
HRS Duval County Public Health Unit 
Environmental Heal WEngineering Division 
900 University Boulevard North 900 BldgSte. 300 
Jacksonville, Florida 3221 1 

RE: Non-Compliance Letter Beacon Hills PWS ID#2160064 dated 4/26/95 

Dear Mr. Carter: 

Please be advised that your letter was received on May 2, 1995 by Mr. Rafael A. Tenero. 
In accordance with the stipulations of your letter regarding our public education 
complaince, I am providing the following information. 

On Monday, May 1, all residents of Beacons Hills afecred by the lead advisory were 
mailed a copy of the attached lead brochure, which received final approval from your 
office on Thursday, April 27. 

On Tuesday, May 2, a news release was mailed to the Florida Tmes Union dong 
with a copy of the approved lead advisory brochure. A copy of the release is attached. 

On Tuesday, May 2, a letter and public service advisory were sent to WAPE, W.00, 
WJKS, WJXT and WTLV broadcast stations along with a copy of the approved lead 
advisory brochure and the news release. 

On Wednesday, May 3, a letter was sent to Ms. Catherine Jones at Hidden WS 
Learning Center along with a copy of the news release and copies of the approved lead 
advisory brochure for distribution to parents. A copy of that letter is attached. 

e 

Please advise if we need to take further actions in order to comply with the public 
education requirements in Duval County. 

Sincerely, 

Donald Holcomb 
Lead Operator I11 

Teresa K. Ingram 
Communications Administrator 

YdATER FOR FLORIDA’S FUTURE 



- - - 
Southern States Util it ies 0 1000 Color Place Apopka. FL 32703 407/880-0058 

Contact: Tracy Smith 
(407) 880-0058 

FOR IMMEDIATE RELEASE 

Southern States Utilities Issues Lead Advisory 
To Beacon Hills Water Customers 

APOPKA, FL, May 1,1995 - The Environmental Protection Agency and 

Southern States Utilities (SSU) are concerned about lead in drinking water in one 

Jacksonville area community. In accordaDce with required lead sampling protocol, 

samples were taken at various locations around the Beacon W s  community after the 

water had been stagnant for at least six hours. 

Although most of the 21 random sampling locations in that SSU service area had 

very low levels, five locations measured at higher than 15 parts per billion, or 0.015 

milligrams of lead per liter of water (mg/l), which is the designated “action level.” The 

analytical results for the samples that exceeded the action level are as follows: 

Location Result4Mdl) 

11267 Harbour Woods South 
11401 Portside 
4355 Fulton 
461 6 Charles Bennett 
11253 Harbour Woods 

0.018 
0.0 19 
0.048 
0.036 
0.022 

SSU has mailed an informational brochure that outlines the nature of the advisory 

to all customers in the affected area. The material outlines what steps should be taken to 

minimize, test for, or eliminate exposure (see attachment). 

(continued) 
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What Customers Should Know About Lead In Drinking Water 

Under federal law, SSU is required to have a program in place to minimize lead in 

drinking water by January 1997. This program includes corrosion treatment, source water 

treatment, and public education. If customers have any questions o d h o w  Southern 

States Utilities is carrying out the requirements of the lead regulation, please call the SSU 

Customer Service Office at 1-800-432-4501. 

Health Effects of Lead 

Lead is a common, natural and often useful metal found throughout the 

environment in lead-based paint, air, soil , household dust, food, porcelain, water, and 

certain 'ypes of pottery. Lead can pose a significant risk to human health if too much of it 

enters the body. Lead builds up in the body over many years and can cause damage to the 

brain, red blood ceIIs, and kidneys. 

The greatest risk is to young children and pregnant women. Amounts of lead that 

will not hurt adults can slow down noma1 mental and physical development of growing 

bodies. In addition, a child at play often comes into contact with sources of lead 

contamination such as dirt and dust that rarely affect an adult. It is important to wash 

children's hands and toys often and try to ensure that children only put food in their 

mouths. 

Lead In Drinking Water 

Lead in drinking water, although rarely the sole cause of lead poisoning, can 

significantly increase a person's total lead exposure, particularly the exposure of infants 

who drink baby fomulas and concentrated juices that are mixed with water. 

(continued) 
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Page Three -- Beacon Hills Lead Advisory 

The Environmental Protection Agency @PA) estimates that drinking water can 

make up to 20 percent or more of a person’s total lead exposure. Lead seldom occurs 

naturally in drinking water supplies such as rivers and lakes, but enters the drinking water 

systems primarily as a result of corrosion of materials in the distribution system or 

household plumbing that contain lead. These materials include lead-based solder used to 

join copper pipe made with lead that COMeCt homes in the service lines. 

In 1986, Congress banned the use of lead-based solder containing greater than .2 

percent lead and resmcted the lead content of faucets, pipes, and other plumbing 

materials to .8 percent. When water stands for several hours or more in lead pipes or 

plumbing systems containing lead, the lead may dissolve into the water. This means that 

the first water drawn from the tap in the morning or late in the afternoon after returning 

from work or school can contain fairly high levels of lead. Therefore, customers are 

advised to let the water run from the cold water for 15 to 30 seconds before using it for 

drinking or cooking any time the water in a faucet has gone unused for more than six 

hours. 

For additional information regarding the sampling results or for a brochure on how 

to reduce exposure to lead in drinking water, call the SSU Customer Service Office at 1 - 
800-432-4501. 

.- &- 

i- 
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BEACON HILLS AND COBBLESTONE 

ma96 and 3i2W Dete Submitted to Lab: 
Lab halys is  Method: EPA 200.9 

~ 0 t h . ~  Detadion Limit: 0.001 mglL 

Lead Adon Level: 0.015 mgfL 



.. 

LEAD TAP SAMPLE ANALYSIS 

BV\CON HILLS AND COBBLESTONE 
Page 2 
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LEAD TAP SAMPLE ANALYSIS 

BEACON HILLS AND COBBLESTONE 
Page 3 
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COPPER CUSTOMER TAP SAMPLE ANALYSIS 
BEACON HILLS AND COBBLESTONE 

Date Submined to Lab: 
Lab Analysis Method: SM31118 

3122196 and MU96 

Method Detection Limit: 0.02 msn 
Copper A d o n  Level: 1.30 mg1L 
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COPPER CUSTOMERTAP SAMPLE ANALYSIS PAGE 5 OF 
BEACON HILLS AND COBBLESTONE 

Page 2 

4 'C 
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COPPER CUSTOMER TAP SAMPLE ANALYSIS 
BEACON HILLS AND COBBLESTONE 

Page 3 



INDIVIDUAL CUSTOMER 
LETTERS 

BEACON HILLS/COBBLESTONE 
LEAD AND COPPER SAMPLING 

FIRST QUARTER, 1996 

.. . 



May 17, 1996 

ct CustName)) 
((Addressl)) 
Jacksonville, Florida 32225 

Re: Lead and Copper Sampling Program 

Dear ccCustLastName>): 

Thank you for participating in our most recent water sampling program to determine lead and 
copper concentrations in the tap water in your home. You were one of nearly 100 SSU 
customers from the Beacon HilldCobblestone areas who assisted in the test. 

The results of the sampling showed that the vast majority of homes, including yours, were within 
acceptable limits for lead and copper. That good news, because the sampling techniques are 
intended to create a “worst case” situation -- one in which the greatest potential for 
concentrations of lead and copper will be collected from the plumbing. The results of the sample 
collected from your home are a follows: 

Lead 
Copper 

<(Lead)) milligrams per liter @PA action level = 0.015 milligrams per liter) 
((Coppen) milligrams per liter (EPA action level = 1.3 milligrams per liter) 

In accordance with the U. S. Environmental Protection Agency (EPA), the Florida Department of 
Environmental Protection, and HRS Duval County Public Health Unit requirements, the action 
levels for lead and copper are exceeded when more than 10 percent of tap samples collected are 
above the 0.015 mg/l for lead or 1.3 mg/l for copper. 

Although your home was below the action level, as a general precaution, we recommend that the 
following steps be taken in regarding to drinking water: 

1. Let the water run for up to 60 seconds prior to use for drinking or cooking, especially 
when the water faucet has not been used for six or more hours. This “flushing” will 
greatly reduce the concentration of any metals from the plumbing. We recommend that 
you collect this water for other uses, such as watering house plants. 

Only use water from the cold water tap for drinking or cooking 2. 



Lead and Copper Sampling Program - page 2 

For your information, we have enclosed a brochure that gives additional information regarding the 
health effects of lead and additional steps you can take to reduce your exposure to lead. 

As a result of earlier testing, Southern States Utilities installed additional treatment facilities in the 
Beacon Hills/Cobblestone area in January 1996 to reduce lead and copper corrosion. It is 
expected that the treatment will take several additional months to become hlly effective. The 
most recent sampling was conducted to measure the progress of the newly installed equipment. 
We will keep customers apprised of the progress over time. 

Again, thank you for your participation and assistance. If you have any specific questions, please 
call us at 1-800-432-4501. 

Sincerely, 

Karla Olson Teasley, Vice President 
Southern States Utilities. Inc. 



r 

MFDeborah Baker 
Hidden Hills Learning 

P 

4626 Moms Road Ms. Baker 
12160 Fort Caroline Road Customer 

I Ms. Karen W. Duncan I 11466 Sweet Cheny Lane I Ms. Duncan 

OF *, 
0.002 

0.005 10.02 

0.009 

0.007 ”*”I 
0.000 ““‘I 
0.003 

0.002 

O T l  
0.009 

1 



, I”. I I I 

Ms. Maria Deeado I 12248 Chippenham Ct. I Ms. Degado I 0.001 10.32 

Mr. Ralph F. Mears 11964 Harbour Cove Drive Mr. Mears 0.003 0.36 ,. 
Ms. Laura Foss 
Ms. Mary Jean Wallis 
Mr. Kelly H. Wilck 
Mi. Gary Bibeau 

2 

5 .  

12469 Anesworth Ct. Ms. Foss 0.002 0.42 
2818 Moorsfield Lane Ms. Wallis 0.004 0.43 
12155 Chippenham Ct. Mr. Wilck 0.002 0.46 
2724 Moorsfield Lane Mr. Bibeau 0.002 0.49 
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May 17, 1996 

APPENDIX S K  

ct CustName~ 
((Address 1)) 
Jacksonville, IT 32225 

Re: Southern States Utilities 
Lead and Copper Sampling Program 

Dear ((CustLastName)): 

Thank you for participating in our recent program to determine lead and copper 
concentrations in the tap water in your home. Samples were collected from a total of 
forty-three homes in the general area of Cobblestone. Of those tested, seven homes, 
including yours, had water samples that are above the 1.3 milligram per liter limit used to 
calculate the action level for copper, and one home had a sample that exceeded the 0.015 
milligram per liter l i t  used to calculate the action level for lead. The results of the 
sample collected from your home are as follows: 

Lead 
Copper 

Although there are no acute health effects related to elevated copper levels, we 
recommend that the following precautions be taken: 

1. Let the water run for up to 60 seconds prior to use for drinking or cooking. This is 
especialy important when the water has not been used for over 6 hours. This 
“flushing” will greatly reduce the concentration of lead or copper in the water. We 
suggest that you capture this water for other uses, such a watering house plants. 

2. Use only water from the cold water tap for drinking or cooking. 

These simple steps will minimize your exposure to copper or lead from your drinking 
water. The attached brochure gives additional information regarding the health effects of 
lead and offers additional steps you can take to reduce your exposure to lead. 

~. 

Remember, the sampling techniques used are intended to create a “worst case” situation -- 
one in which the greatest potential for concentrations of lead and copper will be collected 
from the plumbing. 



Lead and Copper Sampling - page 2 

In accordance with USEPA Florida Department of Environmental Protection, and HRS 
Duval County Public Health Unit Requirements, the “action levels” for lead and copper 
referred to above are exceeded when the concentration of lead or copper is greater than 
0.015 mgA or 1.3 mgA, respectively for lead and copper, for more than 10 percent of tap 
samples collected during any monitoring period. During this monitoring period, the action 
level was exceeded for lead in the area served by the Beacon Hills Water Treatment Plant, 
and the action level for copper was exceeded for the area served by the Cobblestone water 
treatment plant. 

When the action level is exceeded for two consecutive monitoring periods, the water 
supplier (SSU) is required to implement a program of  treatment to reduce lead or copper 
concentrations at the homeowners’ tap. SSU installed treatment in January, 1996 to 
reduce lead and copper corrosion, as required by law. It is expected that the treatment 
will take several months to be effective. The last sampling event was conducted to 
measure the progress of the newly installed treatment. We will keep you apprised of the 
progress of the treatment. 

Thank you again for your assistance with the sampling program 

Sincerely: 

Karla Olson Teasley, Vice President 
Southern States Utilities, Inc. 
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May 17, 1996 

ct CustName)) 
((Addresslx 
Jacksonville, FL 32225 

Re: Southern States Utilities 
Lead and Copper Sampling Program 

Thank you for participating in our recent program to determine lead and copper concentrations in 
the tap water in your home. Samples were collected from a total of fifty homes in the service area 
for the Beacon Hills Water Treatment Plant. Of those tested, two homes had water samples that 
are above the 1.3 milligram per liter limit used to calculate the action level for copper, and seven 
homes had samples that exceeded the 0.015 milligram per liter l i t  used to calculate the action 
level for lead. The results of the sample collected from your home are as follows: 

Lead dead))  mgA 
Copper ((Coppen) mgA 

Because of health concerns related to lead exposure, we recommend that the following 
precautions be taken: 

1. Let the water mn for up to 60 seconds prior to use for drinking or cooking. This is especialy 
important when the water has not been used for over 6 hours. This “flushing” will greatly 
reduce the concentration of lead or copper in the water. We recommend that this water be 
collected for other uses, such as watering house plants. 

2. Use only water ffom the cold water tap for drinking or cooking 

These simple steps will minimize your exposure to lead from your drinking water 

The attached brochure gives additional information regarding the health effects of lead and 
additional steps you can take to reduce your exposure to lead. The same recommendations 
should be followed for copper, although there are no acute health effects related to copper. 

In accordance with USEPq  Florida Department of Environmental Protection, and HRS Duval 
County Public Health Unit Requirements, the “action levels’’ for lead and copper referred to 
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above are exceeded when the concentration of lead or copper is greater than 0.015 mg/l or 1.3 
mg/l, respectively for lead and copper, for more than 10 percent of tap samples collected during 
any monitoring period. During this monitoring period, the action level was exceeded for lead in 
the area served by the Beacon Hills Water Treatment Plant, and the action level for copper was 
exceeded for the area served by the Cobblestone water treatment plant. 

When the action level is exceeded for two consecutive monitoring periods, the water supplier 
(SSU) is required to implement a program oftreatment to reduce lead or copper concentrations at 
the homeowners’ tap. SSU installed treatment in January, 1996 to reduce lead and copper 
corrosion, as required by law. It is expected that the treatment will take several additional months 
to be fidly effective. The last sampling event was conducted to measure the progress of the newly 
installed treatment. We will keep you apprised of the progress of the treatment. 

Thank you again for your assistance with the sampling program. 

Sincerely: 

Karla Olson Teasley, Vice President 
Southern States Utilities, Inc. 
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May 17, 1996 

Ms. Barb Khger  
2671 Moorsfield Lane 
Jacksonville, FL 32225 

Re: Southern States Utilities 
Lead and Copper Sampling Program 

Dear Ms. Klinger: 

Thank you for participating in our recent program to determine lead and copper concentrations in 
the tap water in your home. Samples were collected from a total of 93 homes in the Beacon 
Hills/Cobblestone service area. Of those tested, nine homes had water samples that are above the 
1.3 milligram per liter limit used to calculate the action level for copper, and eight homes had 
samples that exceeded the 0.015 milligram per liter limit used to calculate the action level for lead. 
The results of the sample collected from your home are as follows: 

Lead 0.025 mg/l 
Copper 0.25 mg/l 

Because of health concerns related to lead exposure, we recommend that the following 
precautions be taken: 

I .  Let the water run for up to 60 seconds prior to use for drinking or cooking. This is especialy 
important when the water has not been used for over 6 hours. This “flushing” will greatly 
reduce the concentration of lead or copper in the water. We recommend that this water be 
collected for other uses, such as watering house plants. 

2. Use only water from the cold water tap for drinking or cooking 

These simple steps will minimize your exposure to lead fYom your drinking water 

The attached brochure gives additional information regarding the health effects of lead and 
additional steps you can take to reduce your exposure to lead. The same recommendations 
should be followed for copper, although there are no acute health effects related to copper. 

In accordance with USEPA Florida Department of Environmental Protection, and HRS Duval 
County Public Health Unit Requirements, the “action levels” for lead and copper referred to 
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above are exceeded when the concentration of lead or copper is greater than 0.015 mg/l or 1.3 
mgA, respectively for lead and copper, for more than 10 percent of tap samples collected during 
any monitoring period. During this monitoring period, the action level was exceeded for lead in 
the area served by the Beacon Hills Water Treatment Plant, and the action level for copper was 
exceeded for the area served by the Cobblestone water treatment plant. 

When the action level is exceeded for two consecutive monitoring periods, the water supplier 
(SSU) is required to implement a program of treatment to reduce lead or copper concentrations at 
the homeowners’ tap. SSU installed treatment in January, 1996 to reduce lead and copper 
corrosion, as required by law. It is expected that the treatment will take several additional months 
to be idly effective. The last sampling event was conducted to measure the progress of the newly 
installed treatment. We will keep you apprised of the progress of the treatment. 

Thank you again for your assistance with the sampling program. 

Sincerely: 

Karla Olson Teasley, Vice President 
Southern States Utilities, Inc. 
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May20, 1996 

Ms. Monica Richarson 

P. 0. Box 1949 
Jacksonville, Florida 3223 1 

THE FLOKIQA TIMES-UNION 

Dear Ms. Richardson: 

Southern States Utilities has completed the third round of lead and copper sampling, as detailed 
on the enclosed release. We will soon be sending individual notification, including the brochure, 
to all customers in the area. 

As you will recall, SSU had similar results from its 1995 sampling. According to EPA rules, we 
submitted a plan of action to the regulatory authorities, installed the corrosion control equipment 
at the water treatment facility, began operation this January, and are now making the appropriate 
adjustments to  achieve maximum results. It is expected that it will take several months before the 
corrosion control devises will become hlly affective. 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 
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May 20, 1996 

News Director 

9 1 17 Hogan Road 
P. 0. Box 17000 
Jacksonville, Florida 32216 

WJKS-TV 

Enclosed is a CODV of a Public Servic 4nnouncement that w _ _  ire required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 



May 20, 1996 

News Director 

4 Broadcast Place 
Jacksonville, Florida 32247 

WJXT-TV 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel i?ee to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 



May 20, 1996 

News Director 

1070 East Adams Street 
Jacksonville, Florida 32202 

WTLV-TV 

Enclosed is a copy of a Public Service Announcement that we are required to submit to  local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 
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May 20, 1996 

News Director 
WAPE-Raido 
9090 Hogan Road 
Jacksonville, Florida 32216 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-551.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 
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May 20, 1996 

News Director 
WROO - Radio 
Suite 107 
8386 Baymeadows Road 
Jacksonville, Florida 32256 

Enclosed is a copy of a Public Service Announcement that we are required to submit to local 
broadcast media. This Lead Advisory is provided in compliance with Section 62-55 1.840 of the 
Florida Administrative Code. A copy of a local news release is also attached. 

Should you have any questions, please feel free to call me at 1-407-880-0058 ext. 137. Thank 
you. 

Tracy Smith 
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Water For Flonda’s Future 

Date: May 20, 1996 

FOR IMMEDIATE USE 

Contact: Tracv Smith 407/880-0058, ext. 137 

Southern States Utilities Completes Semi-annual Lead and Copper Sampling 
LEAD ADVISORY CONTINUES 

Southern States Utilities has completed the required semi-annual lead and copper Sampling 

in the Beacon Hills and Cobblestone areas of Duval County. The results of the tests indicate that 

elevated lead levels continue to be detected in some homes in the area served by the Beacon Hills 

water treatment plant. 

Florida Administntive Code (FAC) 62-551 states that a water system that exceeds the 

federal lead action level of 15 parts per billion at the 90th percentile based on tap water samples 

collected in accordance with FAC 62-551 shall deliver public education material to all customers 

in the areas affected. In adherence to this rule, the customers in the Beacon Hills service area 

were first advised of elevated levels of lead in May 1995. When the action level for either lead or 

copper is exceeded, Florida Administrateive Code 62-551 requires a system to initiate a corrosion 

control treatment program. In January, 1996, Southern States Utilities implemented a program of 

action to stabilize the drinking water through the installation of chemical feed systems which 

balance the pH level of the teated water. 

The issuance of a lead advisory is based on the laboratory detection of minute levels of 

lead, compared with standards and requirements of the U. S. Environmental Protection Agency. 

Because of the health concerns related to lead exposure, sampling is conducted under a “worst 

case” scenario. Sample locations with the greatest potential for elevated levels are selected for 

testing. Generally, sample locations are chosen based on the age of area and the construction 

material used at the time the area was constructed. Water samples are taken only after water 
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sits undisturbed in plumbing for at least six hours, allowing extended contact of the water with 

plumbing that possibly contains some lead. Then, the first draw of water is collected and tested. 

In the most recent sampling, most of the 50 in-home sampling locations in the Beacon 

Hills area had no detectable or very low levels of lead. Seven locations measured higher than 15 

parts per billion, or 0.015 milligrams of lead per liter of water, which is used to calculate the 

“action level” set by the federal government. 

Sampling of 43 homes in the Cobblestone area, which is connected to the water supply 

serving Beacon Hills, determined that only one home exceeded the 0.015 milligram per liter limit 

for lead. However, seven homes showed levels of copper above the 1.3 milfigram per liter limit 

which is used to calculate the action level for copper. Those Cobblestone residents are advised to 

follow the same recommendations as those established for lead. 

The USEPA estimates that drinking water can make up to 20 percent or more of a 

person’s total lead exposure. Lead seldom occurs naturally in drinking water supplies, but enters 

the drinking water system primarily as a result of contact with materials in the disnibution system 

or household plumbing that contain lead. These materials include lead-based solder used to join 

copper pipe. In 1986, Congess banned the use of lead-based solder containing greater than 0.2 

percent lead and restricted the lead content in pipes and other plumbing material to 0.8 percent. 

Sampling conducted at the SSU wells, treatment facilities, and within the distribution system at 

various locations throughout the Beacon Hills and Cobblestone area has not detected the presence 

of lead. 

Aquifer waler in the Northeast Florida region is naturally high in elements which, when 

treated for potable use, become chemically unbalanced. This water attempts to stabilize by 

bonding with metal plumbing. It is expected that the treatment equipment recently installed by 

SSU will balance the water and correct this problem within several months. Semi-annual testing 

is required to determine the effectiveness of the treatment measures. Federal regulation provides 

for a three year time frame after the installation of treatment equipment to make necessary 

adjustments to meet the desired results. 

In the meantime, customers in Beacon Hills are advised to continue to take recommended 

steps to reduce the exposure to lead in the home. Those steps include: 

1 .  Use only the cold water faucet to draw water for drinking and cooking; and 
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2. “Hush” the water for up to 60 seconds -- particularly if water has remained 

undisturbed for several hours -- before use. For conservation, it is suggested that the 

‘‘flushed” water be collected for watering plants or other households uses. 

By merely “flushing” the system -- allowing the water to run for a few seconds -- 

low level lead contaminates are generally removed. 

Southern States Utilities, based in Apopka, is Florida’s largest privately held water 

and wastewater utility serving more than 150,000 customers in 11 3 communities located in 24 

counties. 

# # #  

**Editor’s note: 

The sampling discussed in this news release was conducted under the EPA prescribed and 
approved techniques. Prior reports in February 1996 of high lead levels detected through non- 
approved sampling have been determined to be invalid and meaningless. After conducting repeat 
sampling in February at the same locations using EPA prescribed methods, the results showed 
lead to be below action levels. 



PUBLIC SERVICE ANNOUNCEMENT 

“Know The Facts About Lead” 

Why should everyone want to know the facts about lead and drinking water? Because unhealthy 

amounts of lead can enter drinking water through the plumbing in your home. That’s why you 

should get your water tested -- and the cost is minimal -- about tlurty dollars. Contact Southern 

States Utilities at 1-800-432-4501 for information on testing and on simple ways to reduce your 

exposure to lead in drinking water. 

1 
# # #  



Publlc Education Materials For 
The Control Of 

Lead And Copper 

Beacon Hi16 

SOME HOMES IN THE BEACON HILLS SERVICE 
AREA HAVE ELEVATED LEAD LEVELS IN THEIR 
DRINKING WATER. LEAD CAN POSE A 
SIGNIFICANT RISK TO YOUR HEALTH. PLEASE 
READ THE ENCLOSED NOTICE FOR FURTHER 
INFORMATION. THE BEACON HiLLS SERVICE 
AREA IS SHOWN ON THE ARACHED MAP. 

May. 1998 

Department 0 1  Envlronmsntal Protection 
Bureau a1 Drlnklng Water 

and Ground Water Resources 
, 2600 Blalr Stone Road 
Twin Towers Onlm Bulldlng 
Tallahassee. FL 32398.2400 

p0.q 4a7-1782 

INTRODUCTION 

The Uniled Slates Envlronmental Proleclion Agency 
(EPA) and Southern Slates Ulililies are concerned 
aboul lead In your drinking water. Ailhough mod 
homes have very low levels of lead in their drinking 
waler. some homes in Ihe community have lead levels 
above the EPA aclion level of 15 parts per billion (ppb). 
or 0.015 milllgrams 01 lead per liter Of water (mgll). 
Under Federal law. we are required to have a program 
in place lo minimize lead In your drinklng water by 
January 1997. 

This program Includes corrosion control treatment. 
source waler trealment. and public education. We are 
also required lo replace each lead service llne lhal we 
control i f  Ihe line contribules lo lead concenlrallon of 15 
ppb or more alter we have completed Ihe 
comprehenslve trealmenl program. 

I1 you have any questions about how we are carrylng 
out Ihe requiremenls of Ihe lead regulallon. please give 
us a call at 1-800-432-4501. This brochure explains 
the simple sleps you can lake to prolecl you and your 
lamlly by reducing your exposure to lead in drinking 
water. 

HEALTH EFFECTS OF LEAD 

Lead Is a common, natural and often useful metal 
lound throughout the environmenl in lead-based paint. 
air, soil, household dust. lood. certain lypes of pollery, 
porcelain and pewler. and water. Lead can pose a 
significant risk lo your health i f  loo much of it enters 
your body. 

Lead builds up in the body over many years and can 
cause damage to the brain, red b lwd cells and 
kidneys. 

The grealesl risk Is to young children and pregnant 
women. Amounts 01 lead thal won7 hurl adulls can 
slow d o m  normal menlal and physical development oi 
growing bodies. In addilion. a chiid at play ollen comes 
inlo contact wilh sources of lead contamination like dirt 
and dust lhat rarely allect an adult 

I1 Is lmporiant to wash children's hands and toys ollen. 
and to try lo make sure lhey only put lood in their 
moulhs. 

L e  
LEAD IN DRINKING WATER" 

Lead in drinking water. allhough rarely Ihe sole cause 
01 lead poisoning, can signilicantly Increase a person's 
Iota1 lead exposure. parficularly Ihe exposure 01 inlanls 
who drink baby lormulas and concenltaled juices lhal 
are mixed wilh walei. The €PA estimales that drinking 
water can make up 20 percenl or more 01 a person's 
Iota1 exposure to lead. 

Lead is unusual among drinking water conlaminants in 
that it seldom occurs nalurally In water supplies like 
rivers and lakes. Lead enters drinking waler primarily 
as a iesull 01 the corrosion. or wearing away, 01 
materials containing lead in the water distribution 
syslem and household plumbing. 

These materials Include lead-based solder used lo join 
copper pipe made 01 lead thal connect your house lo 
the water main (service lines). In 1986, Congress 
banned Ihe use 01 lead solder conlaining grealer than 
0.2% lead. and reslricled Ihe lead content 01 faucels. 
pipes and olher plumbing malerials lo 8.0%. 

When water stands in lead pipes or plumbing systems 
containing lead for several hours or more, the lead may 
dissolve into your drinking water. This means the lirsl 
waler drawn from the lap in lhe mornlng. or later in Ihe 
afternoon ailer relurning from work or school. can 
conlain fairly high levels of lead. 

STEPS YOU CAN TAKE IN THE HOME T O  
REDUCE EXPOSURE TO LEAD IN 

DRINKING WATER 

Despile our best eflorls mentioned earlier lo Control 
waler corrosivily and remove lead from the waler 
supply. lead levels in some homes or buildings can be 
high. 

To lind oul whelher you need to lake aclion in your own 
home, have your drinking water lesled lo determlne il il 
conlains excessive concenlralions of lead. Testing Ihe 
water is essential because you cannot see, lasle. or 
smell lead in drinking waler. 

Some local laboralories lhal can provide this SeNice 
are lisled a1 Ihe end 01 this booklel. 






