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904 425-5607
Intarnet Address:
dbmay @ hklaw com

Blanca S. Bayo, Director

Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Bovlevard
Tallahassee, FL. 32399-0850

Dear Ms. Bayo:

Enclosed for filing in the above-referenced docket are the original and 15 copies
of The Hobe Sound Water Company's ("Hobe Sound"'s) Supplement to Volume IV of
the attachments to its Application for a General Rate Increase. This Supplement is
filed in response to Charles H. Hill's correspondence of April 14, 1997 and April 21,
1997 regarding information required to be filed by Rule 25-30.437(e), Florida

Administrative Code. The Supplement includes:

ALK 1. Hobe Sound's justification for the method or basis used for projections
AFA L_ made to each account included im the working capital nllowance
APp calculation;

CAF _
2. Hobe Sound’s justification for the method used to restructure salaries for

f“"” the 1998 test year;
TR

EAG 3. Hobe Sound’s justification for the method used to escalate purchased
LEG power, building rent, office supplies and computer supplies, for the new
{ H office in 1997 and 1998; and

orc

RCH
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Blanca S. Bayo
May 2, 1997
Page 2

4, Hobe Sound’s method or basis used to project long and short term debt,
common equity and deferred taxes for 1997 and 1998.

For purpose of our 1ecords, please acknowledge your receipt of this filing on the
enclosed copy of this letter.

Thank you for your consideration in this matter.
Sincerely.

HOLLAND & KENIGHT LLP

~Q.l Bruce May

Enclosure

DBM/kdw

ce: Charles H. Hill
Lila Jaber, Esq.
Michael Carfine
John F. Guastella
Gary White

TAL-107079



THE HOBE SOUND WATER COMPANY
DOCKET NO. 870164 -WU
APPLICATION TO INCREASE RATES AND CHARGES
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Compary The Hobe Sound Water Company
Docket No 970164 -WU

1998 1997 1998 070186 - 080197 -
Hourty Hourty Haourly 0505197 062087  Proeced
Empioyes i o _Raw  Fam@®  Ram()  wages  Wages Wages
Cartine . ¥ 30 00 3120 S53Q00 480000 601ER 00
F by 1150 1200 1250 2208000 192000 24 0000
Brown 1058 1100 1145 2031360 176000 2207360
Taley 2370 2450 2550 4550000 JS2000 494M 0
Duaz 1440 1450 1500 2688000 23000 2020000
Thomas 1580 1840 1690 305300 26400 N2
Hopians 1050 1100 115 2016000 176000 2192000
Shepman 1440 1480 1540 2784800 238400 200X
Whita 1180 1240 1280 22p4800 198400 2483200
Hammack 1320 1370 1420 2538400 218200 275300
Anrual Wages @) S0WTE0 2600 X2
1518%
Avarage Oparations —Feld Rate 1332 1382 1432 12 Mos Ending
(a) Wages ssimated lor 2,080 hours per year 26571200
b) 1997 vage increase elfectve June 1, 1967 279.888 40

(c) 1958 wage increase effecive June 1, 1988
(d) Diference betwean payroll orojecSan and pro forma epenss represents capitalty od labar

Wark Papar
Salanes & Wages

07197 - 040198 -
0531 %48 0830/598  Promcd
Wages  Wages  Wages

57 60 00 499200 5820
23 040 a0 200000 25040 0
2112000 18200 2200
47 040 00 408000 5112000
27 B40 0 240000 3024000
31 488 0O 270400 MR
21120 ® 1564000 25800
2860800 248400 N2
23B0B00D 208400 2587200
2400 227200 285%W

NTHBE00 22884800 4E:600
3 80%
d

Par Book
Annualized

o) M Carfine’s 5111/96 wage increass roflects his iull—tme duties and responsibiiles 8s30c2i5d wih e “sand alone” siatus of he ulidy

070195 - 0SN186- Al
Houly OSAGRS OGOOMS  Wages

Empioyes ToS/1086 Wages  Wages 080008 Estmaled Per Book

Carfine 1785 3213000 807800 40200800

Foley 1080 1944000 322000 2258000

Brown 880 1602000 29240 18R 0 81 550 T8 M

Taley 2300 4140000 663800 4903800

Dz 000 0.00 000 000

Wisar: 1445 17340.00 000 17340.00

Thomas 1545 27p/10.00 445200 32200

Hopidins 1000 1600000 294000 2094000

Shipman 1390 2502000 403200 20050

Whts 1140 2052000 3300 23p820

Hammack 1270 2286000 369600 2655600 196008 187401
Annual Wages @) 24058000 3034840 270,888 40 279,688 265712
Overime 0 hours 0

Total Payrol 279,888 40

Avarage Operatons—Field Rate 1298333

BW4

10637
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Detail of Operation & Maintenance Expenses - Water Work Paper

Company: The Hobe Sound Water Company
Docket No. 970164-WU
Schedule Year Ended: June 30, 1908

Explanation. To estimate the annual expense impacts of the Company’s office relocation and stand alone status.
(1) (2) (3) (4) (%) (6) 7

12Months € Monthe 6 Monthe Normal Increase
Line Ended Ended Ended 6 Mo Annual Over
No. Account No. and Name Jun-86 Jun-98 Dec-86 Expense _Expense Base Year
1 601 Salaries & Wages - Employees 265,712 120,309 171,339
2 603 Salaries & Wages - Officers, Elc. 0 0 0
3 604 Employes Pensions & Benefits 49,033 23,960 20,376
4 610 Purchased Water 0 0 0
5 615 Purchased Power 90,505 44,844 44 681
6 615 Purchased Power-Other ' 4,708 2,349 8,716 3,026 6,052 1,544
7 616 Fuel for Power Purchased 0 0 0
8 618 Chemicals 20,492 14,082 15,088
9 620 Materials & Supplies 55,023 33617 49,613
10 631 Contractual Services - Engr. 26,487 10,036 42,422
11 632 Contractual Services - Accl 7,800 3,900 4,300
12 633 Contractual Services - Legal 3,670 0 0
13 634 Contractual Services - Mgmt. Fees 0 0 0
14 635 Contractual Services - Other 0 0 0
15 641 Rental of Building/Real Prop. . 3,000 1,500 4,817 4,817 9,634 6,634
16 642 Rental of Equipment 2,731 1,621 468 :
17 650 Transportation Expenses 30,558 18,957 20,882
18 €56 Insurance - Vehicle 9,240 4,620 5,556
19 657 Insurance - General Liability 13,680 6,840 14,649
20 658 Insurance - Workman's Comp. 11,280 5,640 8,316
21 658 Insurance - Other 0 0 12,8680
22 660 Advertising Expense 0 0 0
23 665 Reg. Comm. Exp. - Rate Case Amort 21,627 10,764 12,181
24 667 Reg. Comm. Exp. - Other 10,380 390 18,000
25 670 Bad Debt Expense 658 300 300
26 675 Misc-Maint & Equipmt . 4,408 2,788 5,791
27 675 Office Supplies & Expanse * 13,006 7,080 21,634 14,634 29,268 15,362
28 675 Computer & Expense * 1,188 1,198 6,605 5,505 11,010 9,812
29 675 Miscellaneous Expenses 18,517 10,008 9,686
30 TOTAL 670,521 333,832 495,158 33,152

Note: The relocation of the utility's office occurmed mid 1898, therefore column (4) expenses contain some “start-up™ costs.
Column (5) adjusts and normalizes the office related costs from column (4) and the normal levels are annualized

in column (6).




The Hobe Sound Water Company Work Paper
Assumption for Capital Bructure

Long-Term Debt Reflects the refinancing to consolidate current debt and flnancing of the
Filration Plant project

Short—Term Debt With the sale of The Hobe Sound Company (Parsnt) and the dissolution
of the intercompany relationship, that source of short-term debt is no
longer available. No short-term debtis anticipated for projecied periods.

Common Equity Projected levels of common equity reflect the impacts of earmings and
future equity distributions. (See cash flow work paper )

Deferred Taxes The projection of deferred taxes reflect the balances provided by the
Company's independent accounting firm.




THE HOBE SOUND WATER COMPANY
Balance Sheet - Work Paper

Accounts

Basis for Projected Balances

Cash

Accounts Receivable
Materials & Supplies Inventory
Deferred Income Tax
Unamortized Rate Case Exp

Misc Deferred Debits
Non-Utility Property

Work in Progress

Fixed Assets
Accumulated Depreciation

Accounts Payable

Notes & Accounts Payable - Assoc. Cos.
Accrued Taxes

Misc. Current & Accrued Liabilities

Notes Payabie
Construction Loan

Deferred Income Tax
CIAC

Amortization of CIAC
Capital Stock

Other Paid-in Capital
Retained Eamings

Reflects cash fiow analysis and payments of accrued laxes,
Historical levels adjusted for increased revenue levels.
Remains at current level.

Remains at current level.

Balance increased for cost of this proceeding and reflects 4 year
amortization.

Reflects 5 year amortization of deferred bair.ce.

Remains &t current level.

Includes impact of filtration plant project.

Reflects "A" schedule balances.

Reflects "A" schedule balances.

Reflects changes in O & M expense levels.
Reflects change in corporate structure.

Reflects monthly tax accrual and payments.

Reflect changes in historical balances.

Line of credit debt paid-off in March 1997.

Reflects consolidation of current debt and financing of capital

projects.

Reflects "C" schedules.

Reflects "A" schedule balances.
Reflects "A" schedule balances.
Remains at cumrent level.

Remains at current level,

Reflects eamings and distributions.
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