BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Appliction for rate )
increase in Duval, Nassau and )
St. Johns Counties by United ) DATE: December 20,
Water Florida Inc. )
)

Pursuant to Orders Nos. PSC-96-1230-PCO-WS, issued October 1,
1996, and PSC-96-1286-PCO-WS, issued October 16, 1996, the
Commission staff (staff) files its prehearing statement as follows:

A. ALl Known Witnesses

Staff intends to call the following witnesses:

of the Florida Department of Environmental
Protection (DEP). He will testify on the permitting,
compliance and enforcement activities of United Water
Florida Inc.’'s (UWF or utility) wastewater facilities.

‘ Thomas R. Hamilton of the Florida Department of Health

: and Rehabilitative Services (HRS) Duval County Public
Health Unit. He will testify on the permitting,
compliance and enforcement activities of UWF’'s water
treatment plants in Duval County.

of DEP. She will testify on the
permitting, compliance and enforcement activities of
UWF’'s water treatment plants in Nassau and St. Johns
Counties.

of the Florida Public Service
Commission (FPSC) Division of Auditing and Financial
Analysis. He will testify on the preparation of the
ACK e staff rate audit report.

AFA

John M. Grayson. Inspector General of the FPSC., He will
APP testify in his previous capacity as a staff member in the
CAF Division of Auditing and Financial Analysis, on the
cMU preparation of the staff rate base audit report.
CTR —E. All Known Exhibits
EAG Staff intends to sponsor the following exhibits:
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TRH-1: Memorandum dated December 12, 1996, from T.
James Tofflemire to Thomas R. Hamilton

discussing Consent Orders issued for San Pablo
permitting violations

MEB-1: Rate audit report.
MEB-2: Rate audit AFUDC calculatior
MEB-3: Miscellaneous expense removals from O&M.

JMG-1: Composite Exhibit of the rate base audit
report.

Statf reserves the right to identify additional exhibits at
the Prehearing Conference and at hearing for purposes of
cross-examination.

Staff’'s Sta S af Banas o

The information gathered through discovery and prefiled
testimony indicates, at this point, that the utility is
entitled to some level of increase. The specific level cannot
be determined until the evidence presented at hearing is
analyzed.

The following are issues identified by staff and its positions
on these issues. Non-testifying staff's positions are
preliminary and are based on materials filed by the parties or
obtained through discovery. Staff’'s final positions will be
based upon an analysis of the evidence presented at the
hearing.

QUALITY OF SERVICE

ISSUE 1: 1Is the gquality of service provided by UWF satisfactory?

POSITION: No position pending receipt of customer ,testimony.
(Bolam, Hamilton, Rodriquez)




ISSUE 21

POSITION:

ISSUE 7:

POSITION:

TEST YEAR

s an average OF yonr-ond test YOAr nppropri-to?

No positlion pending furthel jeve lopment of the recorad
Buckley
RATE BASE
Have the proper plant retirements been made?

No position pending further deve lopment f the record
what is the appropriate adjustment tO account for the
missing plant records?

No position pending further development oOf the record

jrayson)

what are the appropriate AFUDC rates for 1995, 1996, and
19977

rhe appropriate AFUDC rate fo 1995 and 1996 18 11.12%
No position as to the appropt iate AFUDC rate for the tesl
yearx pending further deve lopment of the record Buckley

what adjustments to pllnt-in-lorvicc are appropriate due
to the AFUDC rates?

No position pending further aeved pment of TR
Buckley)
Is it nppropriato to include property held for future use
in rate base?
No position pending furthe: development of the record.

(Buckley)

Is there excessive unnccounted for water, and if 80, what
adjustments are necessary’?
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POSITION:
ISSUE 9:

POSITION:

POSITION;

ISSUE 12;

POSITION:

ISSUE 13:

POSITION:

ISSUE 14;

POSITION:

ISSUE 15;

POSITION:

960451 -ws

No position Pending furthey analysis

Is there @xcessive inflow and intiltration, and if go,
what adjustments are necessary?

No position Pending furthe; analysis

Should a margin reserve be allowed for the water System,
and if go, in what amount?

No position Pending furthe; development Of the record

Should a margin reserve be allowed for the wastewater
System, and if 80, in what amount?

No position Pending furthey development . f the record

No position Pending furthe; deve lopment Oof the record.

What are the appropriate used and usefyul Percentages for
the wastewater treatment Plant, and are adjustments
necessary?

No position Pending furthe; leve lopment L the record
What are the appropriate used and useful Percentages for

the water distribution System, and are adjustments
Necessary?

No position Pending furthey leve lopment L the record
What are the appropriate uged and useful Percentages for
the wastewater collection 8ystem, and are adjustmentg

necessary?

No position Pending further development of the record

4
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ISSUE 17:

POSITION:

ISSUE 18:
POSITION:

_ ‘

960451 -Ws

Should CIAC be
what amount?

imputed on margin reserve, and if so, in

No position pending further development of the record.
Are the depreciation rates used by the utilicy
appropriate?

No position pending further development of the record.
(Buckley)

What adjustments are appropriate to accumulated
depreciation?

No position pending further development of the record.

(Buckley)

What is the appropriate amount of acquisition adjustments
to be included in rate base?
of the record.

No position pending furthezr development

(Grayson)

What is the appropriate amortization rate and amount for
acquisition adjustments?

No position pending further development

What is the appropriate amount of unamortized tank
sainting expense included in rate base?

No position pending further development of the record.

What is the appropriate allowance for working capital?

No position pending furthe: development of the record

Should unfunded post retirement benefits be included in

the rate base calculation?

‘?)




POSITION;

j—

SSUE 26;

EOSIILQH;

H

ISSUE 28;

POSITION:
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Yes, Rate bage Should be redy ©Q DY the an int f
unfunded lldbl‘xty,

What ig the amount of debit balance deferred income taxes
that should be included in rate base, i any?

No Po8ition Pending furthey iHVeieument 'L the record

What is the apPpropriate rate basge?

The appropriate rate bage amount ijig dependent ipon the
resolution of Other isgues

The appropriate €apital structure for ratemaking Purposgesg
should be based on a Combination of the Utility’sg Parent
ompany’s Capital Structure and the Utility'g aCtual
‘apital Structure. The balancesg of investor BOurces f
apital should be allocated based “PONn the relative
Percentages of investor Capital Maintained a¢ the parent
leve] and the balanceg Of lnvestment tax Creditg,
deferred ‘Ncome taxes, and customey depositg should pe
speczflcally ldentjifjeqd at the UCllity level

The cost of common eqQuity capita) should pe ietermined
Using the Ieverage formula jin
Commission decision i this casge

. } . v ¢ 3
effect at the 1 me ¢

What ig the amount of credit balance deferred income
taxes that should be included in the capital Structure,

N PO8i1t ]




POSITION:

ISSUE 32:

POSITION:

What 4ig the appropriate Amount of and COSt rate for
unamortigzed investment tax credits that ghould be
included in the capital Structure?

The dPPropriate cogt rate is ze; The Utility has
Provided a Copy of its election which would entitle
the welghted average cost { capital

The determinat ion Of the weighted average ~ogt of capital
is dependent upon the resolution of Other cosgt of Capital
18sues,

Based on the rate Structure that wWas approved in the
Uutility's iast rate case, by Orde; N¢ 10531, UWF'g
appropriate number of water and wastewatey ERCs and
“onsumption for the historical test year ending 12/31/9¢

18 as follows:

ERCg Consumption
Watey . 102, 288 4,288 122
Wastewatex: 247,027 3,437,789

water and wWastewater ERCs and consumption to be used to
calculate revenue for the 1997 Projected test Year and to
Calculate rates for Service?

No position pPending furthe: dwvv;npmwu' f the record
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ISSUE 33;

POSTTION:
ISSUE 34:

POSITION;

ISSUE 35;

POSITION:

ISSUE 37;

POSITION;

ISSUE 38;
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What adjustments, if any, are Necessary to the 1997
Projected test Year revenues to reflect the appropriate
number of water and wastewater ERCs and Consumption?

The appropriate adjustments, if any., are dependent uporn
the resolution of other issues

Are any adjustments Necessary to the Projected test Year
salary and wage expenses?

Yes. Test Year O&M expenses should be reduced rt¢ reflect
the removal of the four eliminated Positions Additional
adjustmentg may be necessary Pending furthe: deve | opment
of the recor i

if any changes are made to the Calculation of ERCs o
-Onsumption, then the expenses which are Projected using
the number of ERCs o2 consumpt ion should likewige pe
adjusted.

Are any adjustments nNecessary to the Projected test Year
insurance éxpenses?

Yes. Test Year O&M expenses 8hould be reduced refle
the removal of the four eliminated POsitions Additional
adjustmentsg may be nNecessary pending furthe: levelopment
Of the record.

Are any adjustments Decessary to the Projected test year
@xpenses for Other Post retirement Benefits (OPEBs) ?

Yes Test year Ogm eéxXpenses should be reduced to reflect

the removal of the fou: eliminated Positions Additional
idjustments may be ne ‘e8ssary pending f urther deve pment
I the rec rd

Are any adjustmentg Necessary to the test year expenses
related to the employee savings Program (401k)?

e




1SSUE 39,

POSITION;

26045 W

Yes Test Year OgMm €Xpenses gh 44 De reduced ¢t reflec
the femoval of the fouy “.;MAHu?kﬂlin:fl?:HHH Add)!i*dut
.1J'qsfﬂhnx’s ﬂd)ft»':.s'wr»h.:; Pending furthe; ah'vvi*1mnwﬂ
' the record

8hould the cost Ssavings related o the Intor-ation
Tochnology (Z.9.) Project be reflected in the test year

Yes, Water ang Wastewate; O&M expenges 8hould pe reduced
by $12, 794 and $22,794 :ﬂﬁ;»ﬂ‘.vuiy t reflect the
Savings €Xpected ro fesult in 1999

What ldjuttlnnt- are Necessary to reallocate test year
Operation and Maintenance eXpenseg? (Audit Di-clo-uro
)

Wasrewater O&M eXpenses 8hould pe lnCreased by $53, 87,
and watey Oo&M €Xpenseg should pe decreased by the same ¢
reallocate Fent expense dpp!wpzidfv.y betweer water and
wWastewate, This adjustmen: has been Updated o reflect
the “Ompany’g inflation factorsg used to Project 199 ind
*737 expensge levels, aBuuxjwy

No POsition Pending furthe; levelopment L the recorg

What i, the APPropriate &mortization Period for the
utility'l non-rocurring eXpenses, and what qdju-tments
are noc--lary, if any, o test Year 1mortization
eXpenseg?

N PC8ition Pending furthe; fw;u,-ymrur L the re rd

Should e€Xpenses Telated ¢o Charity contribution- and
mombor-hip dues be included in test Year exXpenses?
1)




_'I';Qﬂ: No . Ad;i,s!ments Shoulg be Made . redyce Wate,
wastewater‘ O&M eXpengeg by s 444 and 19,3

respevtlvely Thig adrusrmwg! liag been Upbdateg
reflect the (KJm;uiﬂ}"h inflae n fact I'S uged to pr e
199¢ and 1999 eXpenge ievelg Hu-"(w*‘,’

Should ®Xpengeg .--ociatod with invcctor rol.tionl be
roqllocatod botwoon wWater and wn-towutor oxponlco?
) . 3

Yesg, sttewater O&aMm €Xpengeg 8houlg be 1nc18dsed by
357,390 and Water O&M €Xpengeg shoulq be dﬁwtedsed by the
Same ¢, approprlately reallncate €Xpengeg relateg te

znvestur relatzons between Watey and wasrhwuter Thig
ddjustment hag been Updateqg to reflect the ‘OMpany « g
inflae 10on f.ac,‘tors Used Project 199¢ ana 1999 “Xpenge
leve)g (B Ckley

No POsit jo, pendlng turrmwz leve ‘Pment f e ¢ i
H weve, Nly Prudens ) ] ! i rat. 15 X[De
{d be 4 loweq

djultmontl are approprinta to test Year
n

-djultnontl are appropriate to test Year
Amortizltion °f the ncquilition adjultnontn?

Pendjng furt he, e v, et E the ia '
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POSITION:

ISSUE 54:
POSITION:

ISSUE 355

NO.
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What is the amount, if any, of above the line investment
tax credit amortization?

There should be no above the line amortization of
investment tax credits since the utility has not shown it

is entitled to the weighted average cost rate for
investments tax credits.

What is the amount, if any, of the parent debt
adjustment?

No position pending the resolution of other issues.

What adjustments, to income tax

expense as filed?

if any, are required

No position pending the resolution of other issues.
What is the test year operating income before any revenue

increase?

No position pending the resolution of other issues.

REVENUE REQUIREMENT

Should uncollectible expenses related to the revenue
expansion factor be approved?

No. The revenue requirement should only be grossed up
for income taxes and regulatory assessment fees.
What is the appropriate revenue requirement?

No position pending the resolution of other issues.

RATES AND RATE STRUCTURE

Are UWF's facilities and land functionally related and,
if so, does the combination of functionally related
facilities and land, wherever located, constitute “

il




POSITION:
ISSUE 56:
POSITION:

ISSUE 57:

POSITION:

ISSUE 58;:
EDSIIIQ!:

ISSUE 59:
POSITION:

960451 -wWs

single system a8 defined under Section 367.021(11),
Florida Statutes?

No position Pending further development of the record

Should UWF be required to bill its residential cCustomers
°n a monthly basisg?

No position pending further development of the record

What is the appropriate revenue allocation between the
base facility charge and the gallonage charge for both
water and wastewater?

The current revenue allocation between the base facility
charge and the gallonage charge, where 1317% of the total
water revenue is collected from the base facility charge
and 27% of the total wastewater revenue is collected from
the base facility charge, should remain unchanged for
both water and wastewate:y

What is the Appropriate wastewater gallonage cap?

No position pending further development of the record

Should the wastewater gallonage charge be differenciated
between residential and general service?

Yes. The wastewatey gallonage charge should be
differentiated between réSlidential and general service
The appropriate method to determire the differential rate
is as follows:

Ems_nguﬁt_mgarz

(Res. Gals. ‘om. als X

Revenue Requirement from
Gallonage Charge
Basic Gallonage Rate

Total Wastewater allons




POSITION:

ISSUE 62;
POSITION:

1SSUE 63;:

POSITION:

ISSUE 64:

POSITION:

260451 -wWS

Res. ﬁglLQ[ggg_Bg;g = Basic Rate X Factored Percentage
com, Gallonage Rate = Res. Gallonage Rate X 1.2

What are the appropriate wastewater Lates for
Jacksonville University?

Given that the wastewater gallonage rate is
differentiated as discussed in Issue 59, the appropriate
wastewater rates for Jacksonville University are the
corresponding general service i at:«

Is a reuse rate appropriate, and, if 80, what is the
appropriate reuse rate?

It is premature LO set a reuse rate at this time because

UWF does not Currently provide reuse sgervice i any
customers, nor does it plan to provide reuse Service ir
ne 1mmediate future. However, UWF should be required t

tile an application with the Commission for a reuse rate
Prior to providing reuse Sérvice to any customer in the
future, even if the proposed rate is zero

Should the utilicy’s requested phase-in rate Proposal be
approved as filed?

No position pending further deve] pment of the record
Should private fire Protection rates be calculated in
accordance with Rule 25-30.465, Florida Administrative
Code?

Yes. The private fire Protection rates should be

calculated in accordance with Rule 25-30.46¢ Fiorida
Administrative Code .

What are the appropriate water and wastewater rates?

T'he appropriate water and wastewater rates are dependen
ipon the resolution of ot her issues




ISSUE §5, What i the 4PPropriate &mount by whic
effective date

PQ§ITIQ§i The aPpropriate amount jg dependent
¥ ~ .

“POn the res lut fon

ISSQ}miii In dotornining whether &ny portion of the interigy

increage granted should be refunded, how should the

refund pe calculatod. and what is the amount of the
refund, i¢ any?

PQSITIAQﬁiV The 4PPropriate amount 5

‘8 dependent Upon the re
ther issyeg

L§§Q§»§1i Should UWF’ g Fequest for a $3.00 late charge be approved?
PQ§;I;Q§; Yes, UWF' g r'equest to lmplement a late Payment

$3.00 on 4 Ppermanent basig should
$150, 000 shou] be added

a'harqn-  f
be approved and

in the test yYear as
misceilaneous Service revenuye In addition, ae Proposed
by the UCility, if¢ @ 8econd rate Phase- jn ‘S approved.
the $3.00 ‘t4te payment fee 8hould pe Piemented 5¢ tha
Cime. 1f Phase-jn fates are not aPproved, the $3. 00 late
Payment fee should pe implement ed wWith final it

SERVICE AVAILABILITY

xs§g§m§§i Should UWF -

8 service qvuilability charges be uniform for
its Service areas?

POSITION: Stafs is unal fet ¢ ( W . Wi
ervice Avallal Ly harge 1] f ]
iLility gh Uid be re jUlred ! | Aivalla
15€ wit}) Cw yea aft X ! i 1 1
S 18Sued T} wil i W W I
eI'vice ivailabi ¥ i 1y

ISSUE 69: 1f any Don-uged and usgefy) -dju-tnont- &re made, should
allowance for fundg prudontly involt-d (AFPI) charges be
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1SSUE 70;:

POSITION;:

1SSUE 71:

POSITION:

I1SSUE 73;

POSITION:

760451 -WS

No position pending further development of the record.

QIIIBMQlullﬁﬂlLLAHIQHE"1&5!]3

Has the utility complied with the NARUC Uniform System of
Accountsg?

The utility uses its own chart of accounts fox Its record
keeping and cross references these accounts to the NARUC
Uniform System of Accounts (USOA) However, because many
of these Cross-references are incorrect, the utilicy
should be considered to be out of compliance with the
NARUC USOA. (Buckley)

If the utility has not complied with the NARUC Uniform
System of Accounts, what Commission action is
appropriate?

No position pending further development of the record.

Should an Allowance for Punds Used During Construction
(AFUDC) rate be &pproved, and if g0, what is the
appropriate monthly discounted rate and effective date?

No position pending furthezr development of the rec rd

LEGAL ISSUE

Should the utility be fined for prematurely destroying or
losing the fccounts payable files for the years 1990 and
1991, in wviolation of Rule 25-30.110(1) (a), Florida
Administrative Code?

Rule 25»3OA110i1J€a), Florida Administrative Code,
clearly requires the utility to preserve its records in
accordance with NARUC regulations, and utilities are
Charged with the knowledge of the Commission’'s rules

The utility's failure to maintain its 1990 and 199
ccounts payable files is an apparent violation of Rule
3 ( ia), Florida Administ rative Code. However,

i ietermination cannot be made as ¢ whether ithis
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apparent violation rises to the level of warranting a
fine until a thorough review of the evidence is made

rhere are no issues that have been stipulated at this time.
F Pending Matters
The following matters are pending before the Commission:
UWF‘'s Objection to Interrogatory No. 73 from the

Commission Staff’'s Second Set of Interrogatories, filed
November 5, 1996.

UWF’'s Motior for Protective Order, Including Request for
confidential Classification (of Commission Document No.
12596-96), filed November 25, 1996.

16
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Application for rate ) DOCKET NO. 960451-WS
increase in Duval, Nassau, and ) ;
St. Johns Counties by United ) FILED: December 20, 1996
Water Florida Inc. )
)
CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of COMMISSION
STAFF’'S PREHEARING STATEMENT has been furnished by U.S. Mail this
20th day of December, 1996, to the following:

James L. Ade, Esquire Harold Mclean, Esquire
Martin, Ade, Birchfield Office of Public Counsel

& Mickler, P.A. c/o The Florida Legislature
P. O. Box 59 111 W. Madison St., Room 812
Jacksonville, FL, 32201 Tallahassee, FL, 32399-1400

S PELESS SoniorzhttOtney
FLORIDA BAR NO. 0001848
FLORIDA PUBLIC SERVICE COMMISSI_ON
2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850
(904) 413-6199
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