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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

Witness Name/Title 

Stan F. Szczygiel 

Manager of Rates and 
Planning for the Southern 
and Midwest region of 
Aqua Services, Inc. 

Preston Luitweiler 

Vice President and Chief 
Environmental Officer of 
Aqua Services, Inc. 

Susan Chambers 

National Customer Service 
Manager of Aqua America 

In Re: Application for increase in water and 1 
wastewater rates in Alachua, Brevard, DeSoto, ) DOCKET NO. 100330-WS 
Hardee, Highlands, Lake, Lee, Marion, Orange, 
Palm Beach, Pasco, Polk, Putnam, 1 FILED: November 2,201 1 

Counties by Aqua Utilities Florida, Inc. 

) 

Seminole, Sumter, Volusia, and Washington 1 

Subject Issues 

General Overview; Operations 
and Maintenance (“O&M) 
Expenses; Bad Debt Expense, 
Rate Case Expense, Affiliate 
Allocations, Affiliate Charges 
to AUF, Affordability 

Quality of Service, Pro Forma 
Plant Items; Customer Service 
Hearings 

Quality of Service; Customer 
Service Hearings 

1,2, 8, 9, 10, 11, 14, 15, 16, 17, 
18, 19,21,22,23,24 (objected) 
and 25 

1, 2, 3, 10 and 39 

1, 2 and 39 

AQUA UTILITIES FLORIDA, INC.’S 
AMENDED PREHEARING STATEMENT 

Aqua Utilities Florida, Inc. (“AUF”), pursuant to Order No. PSC-ll-0309-PCO-WS, as 

modified by Orders Nos. PSC-11-0384-PCO-WS and No. PSC-l1-0504-PCO-WS, and Florida 

Administrative Code Rule 28-106.209, files its Amended Prehearing Statement in the above- 

captioned docket, and states: 

(1) AUF Witnesses 

AUF intends to call the following witnesses: 



William Troy Rendell Used and Useful, Leverage 
Formula, Salary Expense, 
Incentive Compensation, Rate 
Structure, Affordability, 
Customer Service Hearings 

Rates Manager of Aqua 
Utilities Florida, Inc. 

4, 5 ,6 ,7 ,  12, 13, 19,20,24 
(objected), 26, 27,28,29, 30, 
31, 32, 33, 34, 35, 36, 37 and 38 

Frank Seidman 

President of Management 
and Regulatory 
Consultants, Inc. 

Used and Useful Analysis 4, 5 , 6  and 7 

Stan F. Szczygiel 

AUF reserves the right to present additional witnesses, to address issues which have not 

been previously raised by the parties, the Commission Staff, or the Commission. 

ss-1 AAI Corporate Charges Allocations 
Manual 

(2) Exhibits 

AUF will sponsor as exhibits the original “Application for Increase in Water and 

Wastewater Rates” with all attachments thereto including, but not limited to, the Minimum 

Filing Requirements (“MFRs”), along with all exhibits prefiled with its direct and rebuttal 

testimony. A listing of all known exhibits that AUF intends to sponsor at this time are: 

Stan F. Szczygiel 

Stan F. Szczygiel 

Witness I Exhibit 1 

s s -5  Updated Florida Analysis 

SS-6 Ms. Dismukes’ analysis -- Corrected 

Description 

~~~ 

Stan F. Szczygiel I SS-2 I Florida-Specific Analysis 

AUF 3-year average calculation bad I ss-3 I debt expense 
Stan F. Szczygiel I 
Stan F. Szczygiel I SS-4 1 Affiliate Costs 
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Witness 

Stan F. Szczygiel 

Stan F. Szczygiel 

Stan F. Szczygiel 

Stan F. Szczygiel 

Stan F. Szczygiel 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Exhibit 

ss-7 

ss-8 

ss-9  

ss-10 

ss-11 

PL-1 

PL-2 

PL-3 

PL-4 

PL-5 

PL-6 

PL-7 

PL-8 

PL-9 

Description 

Customer Service Cost Schedules 

AUF's Second Supplemental Response 
to OPC Areas of Concern 

Rate "Peer Group" Deficiencies 

Average consumption per customer 

Rate Case Expense 

List of W&W systems included in this 
case 

Final Phase I1 QSM Report 

Pro forma support for Lake Josephine 
and Sebring Lakes Project 

Pro forma support for Breeze Hill 
Project 

Pro forma support for Tomoka Twin 
Rivers Project 

Pro forma support for Leisure Lakes 
Project 

Pro forma support for Peace River 
Heights Project 

Pro forma support for Sunny Hills 
Project 

Additional support for Lake Josephine 
and Sebring Lakes Project (primarily 
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Witness 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Susan Chambers 

Susan Chambers 

Susan Chambers 

Susan Chambers 

Susan Chambers 

Susan Chambers 

William Troy 
Rendell 

William Troy 
Rendell 

Exhibit 

PL- I O  

PL-I 1 

PL-12 

PL-13 

PL- 14 

PL-15 

sc-1 

SC-2 

SC-3 

s c - 4  

SC-5 

SC-6 

TR- 1 

TR-2 

Description 

Additional support for Lake Josephine 
and Sebring Lakes Project (primarily 
Sebring Lakes) 

Additional support for Sunny Hills 
Project 

Additional support for the Peace River 
Heights Project 

Additional support for the Leisure 
Lakes Project 

Cost projections for Village 
WatedWastewater “Solutions” 

South Seas Compliance 

Compilation of AUF actions/customer 
comments 

AUF responses/issues from Arredondo 
Farms System customers 

Final Phase I1 QSM Report 

AUF’s report on complaints to 
Commission - 201 1 

AUF’s report on complaints to 
Commission - 2009-2010 

July 12, 2010 Letter and attachments 

Composite Schedule of U&U 
percentages approved by Commission 

Schedule comparing U&U percentages 
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William Troy 
Rendell 

William Troy 
Rendell 

Staff Recommendation on Water U&U 
Rendell I TR-5 I 

TR-3 Confidential-- Updated marked-based 
salary study 

TR-4 U&U Water Treatment, Distribution, 
and Collection 

William Troy 
Rendell 

I Frank Seidman 1 FS-1 I Frank Seidman Curriculum Vitae 

TR-6 Senate Presentation on Florida 
Foreclosures 

AUF will be filing additional supplemental testimony relating to the customer service 

hearings on November 3, 201 1 and, at that time, may file other exhibits. In addition, AUF may 

utilize other documents as exhibits at the time of hearing, either during cross examination or as 

further impeachment or rebuttal exhibits, and the precise identification of such documents cannot 

be determined at this time. 

(3) AUF’s Statement of Basic Position 

AUF currently operates 60 jurisdictional water utility systems and 27 jurisdictional 

wastewater systems in the following Florida counties: Alachua, Brevard, DeSoto, Hardee, 

Highlands, Lake, Lee, Marion, Orange, Palm Beach, Pasco, Polk, Putnam, Seminole, Sumter, 

Volusia, and Washington. Since rates were last established in Docket No. 080121-WS, AUF has 

invested over 1 1  million dollars in capital to comply with Commission directives and applicable 

federal, state and local regulations. As a result of these investments and AUF’s ongoing quality 

control initiatives, including aesthetic water quality improvement projects, AUF’s overall 

quality of service has improved significantly since the last rate case. 
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At the same time, despite ongoing efforts to control and reduce expenses, AUF has 

continued to experience significant declining rates of return which necessitate rate relief, The 

decision to seek rate relief was not an easy one to make, but was required in order for AUF to 

maintain its financial integrity. The rate relief requested is not excessive; rather, it is the 

minimum required to enable AUF to provide adequate and efficient service, and an opportunity 

to earn a fair rate of return on its investment as provided law. 

Although AUF is not opposed to the implementation of the cap-band rate structure set 

forth in the PAA Order, the Commission may want to consider a state-wide uniform rate to 

address some of the affordability concerns expressed in this case. The Commission has 

previously found that uniform rate structures would address affordability and fairness. 

(4) Issues & AUF’s Positions 

The following are issues identified by AUF and its positions on these issues. 

QUALITY OF SERVICE 

ISSUE 1:  What is AUF’s quality of service? 

POSITION: The quality of service provided by AUF is good and has significantly improved 
since the last rate case. In 2009, the Commission granted AUF rate relief and found that the 
quality of service was marginal for AUF’s systems that are part of the current rate case. Since 
that time, the Commission and its Staff have closely monitored AUF’s quality of service. At no 
time during this two-year monitoring period has the Commission or its Staff found AUF’s 
quality of service to be unsatisfactory. In fact, the Commission has found that “preliminary 
results show substantial improvement in AUF’s customer service.” See Order No. PSC-IO- 
0218-PAA-WS (emphasis added). AUF is committed to providing quality service to its 
customers and has made substantial investment in order to improve service quality, including 
ongoing water quality improvement projects that have improved the aesthetic quality of the 
water. (Luitweiler, Chambers, Rendell) 

Issue 2: What, if any, additional actions should be taken by the Commission based on AUF’s 
quality of service? 
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POSITION: The quality of service provided by AUF is good and has significantly improved 
since the last case. No further action should be taken by the Commission. For over two years 
now, AUF’s service quality has been the focus of a rigorous and unprecedented review by the 
Commission, its Staff, the OPC, and other parties. AUF has timely complied in all respects with 
the monitoring reporting requirements imposed by the Commission and, in so doing, has 
incurred significant costs. The results of that monitoring clearly show that AUF has good 
customer service and consistently complies with environmental requirements. The evidence also 
shows that AUF has been proactive in establishing quality of service performance goals to ensure 
that its good customer service will be maintained into the future. Additional monitoring is 
unnecessary and would not be cost-effective. Moreover, OPC’s recommendation to penalize 
AUF with a return on equity reduction is unwarranted, and if adopted, would result in 
confiscatory rates. (Luitweiler, Chambers, Rendell) 

Funding Project Description 

RATE BASE 

Pro Forma Depr Exp 
Additions 

Issue 3: What is the appropriate amount of pro forma plant, and related depreciation and 
property taxes, for the following specific protested pro forma plant projects: Breeze Hill 
Wastewater I&I Project, Lake Josephine and Sebring Lakes AdEdge Water Treatment Project; 
Leisure Lakes AdEdge Water Treatment Project; Peace River Water Treatment Project; Tomoka 
View, Twin Rivers Water Treatment Plant Tank Lining Project; and Sunny Hills Water System 
Water Tank Replacement Project? 

POSITION: The appropriate amount of pro forma plant, and related depreciation and property 
taxes, for the following specific protested pro forma plant projects: Breeze Hill Wastewater I&I 
Project, Lake Josephine and Sebring Lakes AdEdge Water Treatment Project; Leisure Lakes 
AdEdge Water Treatment Project; Peace River Water Treatment Project; Tomoka Twin Rivers 
Water Treatment Plant Tank Lining Project; SUMY Hills Water System Water Tank 
Replacement Project are set forth below: 

Secondary water quality - Leisure Lakes 
Gross alpha treatment - Peace River 
Additional Storage - Sunny Hills W 

Protested Pro Forma Plant Total 

!TI lncrs 

1,239 
1.095 

5,703 

105,799 4,814 1,616 
235,392 10,710 4,076 
267,885 7,662 4,487 

1,108,661 43,285 18,216 

(Luitweiler) 
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Issue 4: What are the appropriate used and useful percentages and the associated composite 
used and useful percentages for the following specific protested water treatment and related 
facilities of Arredondo Estates, Arredondo Farms, Breeze Hill, Carlton Village, East Lake 
HarrisiFriendly Center, Fairways, Fem Terrace, Hobby Hills, InterlachedPark Manor, Lake 
Josephine/Sebring Lakes, Picciola Island, Rosalie Oaks, Silver Lake Estates/Westem Shores, 
Tomoka View, Twin Rivers, Venetian Village, Welaka, and Zephyr Shores? 

POSITION: The appropriate used and useful percentages and the associated composite used 
and useful percentages for the following specific protested water treatment and related facilities 
are as follows: 

Arrendondo Estates 
Arrendondo Farms 
Breeze Hill 
Carlton Village 
East Lake Harris/Friendly Center 
Fairways 
Fern Terrace 
Hobby Hills 
Interlachen/Park Manor 
Lake Josephine/Sebring Lakes 
Picciola Island 
Rosalie Oaks 
Silver Lake EstatedWestern Shores 
Tomoka View 
Twin Rivers 
Venetian Village 
Welaka 
Zephyr Shores 

100.00 
100.00 
100.00 
95.00 

100.00 
100.00 
100.00 
100.00 
100.00 
85.00 
75.00 

100.00 
94.00 

100.00 
100.00 
74.00 
80.00 

100.00 

(Rendell, Seidman) 

Issue 5:  What are the appropriate used and useful percentages and the associated composite 
used and useful percentages for the following specific protested water distribution systems of 
Arredondo Estates, Arredondo Farms, Beecher's Point, Breeze Hill, Fairways, Gibsonia Estates, 
InterlachedPark Manor, Kingswood, Lake JosephineiSebring Lakes, Oakwood, Orange 
HilliSugar Creek, Palm Port, Palms Mobile Home Park, Peace River, Piney Woods, 
Ravenswood, River Grove, Rosalie Oaks, Silver Lake EstatedWestem Shores, Silver Lake Oaks, 
Skycrest, Stone Mountain, Sunny Hills, The Woods, Tomoka View, Twin Rivers, Valencia 
Terrace, Venetian Village, Village Water, Welaka, Wootens, and Zephyr Shores. 

POSITION: The appropriate used and useful percentages and the associated composite used 
and useful percentages for the following specific protested water distribution systems are as 
follows: 
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Arrendondo Estates 
Arrendondo Farms 
Beecher's Point 
Breeze Hill 
Gibsonia Estates 
Interlachen/Park Manor 
Kingswood 
Oakwood 
Orange HilVSugar Creek 
Palm Port 
Palms Mobile Home Park 
Peace River 
Piney Woods 
Ravenswood 
River Grove 
Rosalie Oaks 
Silver Lake EstatesiWestern Shores 
Silver Lake Oaks 
Skycrest 
Stone Mountain 
Sunny Hills 
The Woods 
Twin Rivers 
Venetian Village 
Village Water 
Welaka 
Wootens 

100.00 
88.00 

100.00 
100.00 
100.00 
83.00 

100.00 
l00.00 
IOO.00 
100.00 
88.00 

100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
87.00 

100.00 
54.00 
13.00 
76.00 

100.00 
85.00 

100.00 
52.00 
66.00 

(Rendell, Seidman) 

Issue 6:  What are the appropriate used and useful percentages and the associated composite 
used and useful percentages for the following specific protested wastewater treatment and related 
facilities of Arredondo Farms, Breeze Hill, Fairways, Florida Central Commerce Park, Holiday 
Haven, Jungle Den, Kings Cove, Leisure Lakes, Morningview, Palm Port, Peace River, Rosalie 
Oaks, Silver Lake Oaks, South Seas, Summit Chase, Sunny Hills, The Woods, Valencia Terrace, 
Venetian Village, and Village Water? 

POSITION: The appropriate used and useful percentages and the associated composite used 
and useful percentages for the following specific protested wastewater treatment and related 
facilities are as follows: 

9 



Arrendondo Farms 
Breeze Hill 
Fairways 
Florida Central Commerce Park 
Holiday Haven 
Jungle Den 
Kings Cove 
Leisure Lakes 
Morningview 
Palm Port 
Peace River 
Rosalie Oaks 
Silver Lake Oaks 
South Seas 
Summit Chase 
Sunny Hills 
The Woods 
Valencia Terrace 
Venetian Village 
Village Water 

100.00 
56.00 

100.00 
IOO.00 
75.00 

100.00 
100.00 
39.00 

100.00 
58.00 

100.00 
100.00 
42.00 

100.00 
100.00 
49.00 

100.00 
100.00 
100.00 
79.00 

(Rendell, Seidman) 

Issue: What are the appropriate used and useful percentages and the associated composite used 
and useful percentages for the following specific protested wastewater collection systems of 
Beecher's Point, Breeze Hill, Fairways, Florida Central Commerce Park, Holiday Haven, Jungle 
Den, Peace River, Rosalie Oaks, Silver Lake Oaks, SUMY Hills, The Woods, Village Water, and 
Zephyr Shores? 

POSITION: The appropriate used and useful percentages and the associated composite used 
and useful percentages for the following specific protested wastewater collection systems are as 
follows: 

Beecher's Point 
Breeze Hill 
Fairways 
Holiday Haven 
Jungle Den 
Peace River 
Rosalie Oaks 
Silver Lake Oaks 
Sunny Hills 
The Woods 
Village Water 

100.00 
100.00 
100.00 
75.00 

100.00 
100.00 
100.00 
87.00 
55.00 
71.00 
58.00 
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(Rendell, Seidman) 

Issue: Should any adjustments be made to Deferred Rate Case expense? (Fallout Issue) 

POSITION: The appropriate amount of deferred rate case expense should be updated to 
include the revised rate case expense addressed in the Rebuttal Testimony of Stan Szczygiel. 
(Szczygiel) 

Issue 9: What is the appropriate Working Capital allowance? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel) 

Issue 10: What is the appropriate rate base for the April 30, 2010, test year? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel, Luitweiler) 

COST OF CAPITAL 

Issue 11: What is the appropriate amount of accumulated deferred taxes to include in the capital 
structure? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel) 

Issue 12: What is the appropriate Commission-approved leverage formula to use in the case? 

POSITION: The leverage formula in effect at the time of the Commission’s final vote in the 
case should be used to establish AUF’s rate of return on equity. See R. 25-30.433(1 l) ,  F.A.C. 
(“The equity return established shall be based on the equity leverage order in effect at the time 
the Commission decides the case.”) (Rendell) 

Issue 13: What is the appropriate weighted average cost of capital including the proper 
components, amounts and cost rates associated with the capital structure? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this case. (Rendell) 

NET OPERATING INCOME 

Issue 14: What are the appropriate billing determinants for the test year? 

POSITION: The appropriate test year billing determinants to be used are those contained in 
the MFRs and billing an-alysis filed in this rate case. Thus, no adjustments to annualized test 
year revenues are appropriate. (Szczygiel) 
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Issue 15: What is the appropriate amount of test year revenues? (Fallout Issue) 

POSITION: The appropriate test year billing determinants to be used are those contained in 
the MFRs and billing analysis filed in this rate case. This is a fall out calculation subject to the 
resolution of Issue No. 14. (Szczygiel) 

Issue 16: Should adjustments be made to the allocation methodology used to allocate costs and 
charges to AUF by Aqua America, Inc. and its affiliates? 

POSITION: No. The allocation methodology is a fair, reasonable and accurate method to 
allocate costs and charges to AUF by Aqua America, Inc. and its affiliates. In this case, AUF 
uses the same allocation methodology that was thoroughly analyzed, reviewed, and approved by 
the Commission in AUF‘s last rate case in Docket No. 080121-WS. Furthermore, no witness 
appears to have has challenged AUF’s allocation methodology in this case. (Szczygiel) 

Issue 17: Should any adjustments be made to affiliate revenues, costs and charges allocated to 
AUF’s systems? 

POSITION: No. No adjustments should be made to affiliate revenues, costs and charges 
allocated to AUF’s systems. AUF’s affiliated charges are reasonable and fully supported by the 
evidence in the record. In fact, the total charges from affiliates to AUF have actually decreased 
since the last rate case. Moreover, the evidence shows that (i) AUF’s 
customers benefit by having centralized services provided by Aqua America, Inc. and affiliates, 
and (ii) AUF’s affiliate charges do not exceed the going market rate, but in fact are below 
market. See Exhibits SS-2 and SS-5. OPC has not provided any credible evidence to support its 
recommended adjustments. The comparative analysis that OPC tries to use to set rates is 
impermissible under Florida law. Furthermore, OPC’s comparative analysis is fundamentally 
flawed from an analytical perspective. (Szczygiel) 

Issue 18: What is the appropriate amount of Corporate Information Technology (“IT”) charges 
allocated to AUF by its parent, Aqua America, Inc.? 

See Exhibit SS-4. 

POSITION: The appropriate amount of Corporate IT charges allocated to AUF by its parent, 
Aqua America, Inc. are $2,053,657, as appropriately reflected in the MFRs. (Szczygiel) 

Issue 19: Should any adjustments be made to Incentive Compensation? 

POSITION: No. No adjustments should be made to Incentive Compensation. The appropriate 
incentive compensation amount is set forth in the MFRs and reflects a pay-for-performance 
compensation structure that drives quality and efficiency thus benefiting customers. Moreover, 
AUF’s pay-for-performance compensation structure is consistent with past Commission 
precedent. (Rendell) 
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Issue 20: Should any adjustments be made to Salaries and Wages - Employees expense? 

POSITION: No adjustments should be made to salary and wages. The appropriate salary 
expense amount is contained in the MFRs and is consistent with past Commission precedent. 
(Rendell) 

Issue 21 : Should any adjustments be made to Bad Debt expense? 

POSITION: Yes. To be consistent with Commission precedent, AUF agrees that an 
adjustment of $3,199 should be made to reflect the appropriate three year average for AUF's bad 
debt expense. OPC has not provided any credible evidence to support its recommended 
adjustments. OPC's attempts at using a comparative analysis to set rates are impermissible under 
Florida law. Furthermore, OPC's comparative analysis is fundamentally flawed from an 
analytical perspective. (Szczygiel) 

Issue 22: What is the appropriate amount of rate case expense? 

POSITION: The appropriate amount of rate case expense is $1,422,607. AUF has attempted 
to use the Commission's PAA process to minimize rate case expense in this rate case. OPC, 
however, has turned the PAA process on its head by propounding excessive discovery, ignoring 
precedent, and attempting to re-litigate a number of settled issues, including but not limited to 
Used and Useful calculations, corporate allocations, bad debt expense calculations, and cost-of- 
service rate-making principles. (Szczygiel) 

Issue 23: 
before any revenue increase? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the protested issues 
in this case. (Szczygiel) 

Issue 24: Are the total operating expenses prudently incurred such that the resulting rates are 
affordable within the meaning and intent of fair, just, and reasonable pursuant to Sections 
367.081 and 367.121, Florida Statutes? 

What is the test year pre-repression water and wastewater operating income or loss 

POSITION: AUF objects to the inclusion of this issue in this rate case. OPC improperly seeks 
to introduce a new rate setting criteria - "affordability" - as a backdoor attempt to reduce AUF's 
revenue requirement. This novel criteria is found nowhere in relevant statutes or the rules, and is 
not supported by Commission precedent. The courts have made it clear that this issue has no 
place in setting a water or wastewater utility's revenue requirement. 

REVENUE REOUIREMENT 

Issue 25: 
test year? (Fallout Issue) 

What is the appropriate pre-repression revenue requirement for the April 30, 2010, 
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POSITION: The appropriate pre-repression revenue requirement for the test year is a fall-out 
calculation issue subject to the resolution of the other protested issues in this case. (Szczygiel) 

RATES AND CHARGES 

Issue 26: What are the appropriate rate cap thresholds to be used to cap residential customer 
bills for the water and wastewater systems? 

POSITION: The appropriate rate cap thresholds to be used to cap residential customer bills for 
the water and wastewater systems are those contained in the Commission’s PAA Order and set 
forth in the direct testimony of Staff Witness Stallcup. The only entity that protested this issue in 
this case was Ms. Lucy Wambsgan. Ms. Wambsgan has formally withdrawn as a party from this 
proceeding. Therefore, this issue is deemed stipulated pursuant to Section 120,80(13)(b), Florida 
Statutes. 

Issue 27: 
systems? (Fallout Issue) 

POSITION: AUF is not opposed to the implementation of the cap band rate structure set forth 
in the PAA Order. However, in designing the rate structure, the Commission may want to 
consider a state-wide consolidated rate structure to address some of the affordability concerns 
expressed in this case. The Commission has previously found that uniform rate structures would 
address affordability and fairness. (Rendell) 

What are the appropriate rate structures for the Utility’s water and wastewater 

Issue 28: What is the appropriate level of rate consolidation for the water systems in this case? 
(Fallout Issue) 

POSITION: AUF is not opposed to the implementation of the cap band rate structure set forth 
in the PAA Order. However, the Commission may want to consider a state-wide consolidated 
rate structure to address some of the affordability concerns expressed in this case. The 
Commission has previously found that uniform rate structures would address affordability and 
fairness. (Rendell) 

Issue 29: What is the appropriate level of rate consolidation for the wastewater systems in this 
case? (Fallout Issue) 

POSITION: AUF is not opposed to the implementation of the cap band rate structure set forth 
in the PAA Order. However, in designing rate structure, the Commission may want to consider a 
state-wide consolidated rate structure to address some of the affordability concerns expressed in 
this case. The Commission has previously found that uniform rate structures would address 
affordability and fairness. (Rendell) 

Issue 30: What are the appropriate resulting repression adjustments for this Utility? (Fallout 
Issue) 
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POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 31 What are the appropriate monthly rates for the water and wastewater systems for the 
Utility? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

OTHER ISSUES 

Issue 32: What are the appropriate allowance for funds prudently invested charges for the 
Utility’s Breeze Hill wastewater treatment plant? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 33: What are the appropriate customer deposits for the Utility? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. The customer deposits should be established based on an average two 
month billing consistent with past Commission practice. (Rendell) 

Issue 34: What is the appropriate four-year rate case expense reduction for Docket No. 080121- 
WS? (Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 35: In determining whether any portion of the interim increase granted should be 
refunded, how should the refund be calculated, and what is the amount of the refund, if any? 
(Fallout Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 36: In determining whether any portion of the implemented PAA rates should be refunded, 
how should the refund be calculated, and what is the amount of the refund, if any? (Fallout 
Issue) 

POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 37: What is the appropriate amount by which rates should be reduced four years after the 
established effective date to reflect the removal of the amortized rate case expense for the instant 
case as required by Section 367.0816, F.S.? (Fallout Issue) 
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POSITION: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

Issue 38: In accordance with Order No. PSC-l0-0707-FOF-WS, what is the amount and who 
would have to pay the regulatory asset (or deferred interim revenues), if it is ultimately 
determined by the Commission that the Utility was entitled to those revenues when it first 
applied for interim rates? 

POSITION: The appropriate amount of total Regulatory Assets for water and wastewater 
should be $464,042 and $252,637, respectively. The total annual amortization amount is 
$232,021 for water and $126,318 for wastewater. The recovery should be applied to each rate 
band or stand-alone system that generated the regulatory assets. (Rendell) 

Issue 39: Should this docket be closed? 

POSITION: Yes. This Docket should be closed. AUF’s has demonstrated that its quality of 
service is satisfactory, that it has made significant improvements, and no further monitoring 
should be required. Furthermore, additional monitoring would not be cost effective or 
productive. (Chambers, Luitweiler) 

(5) Stipulated Issues 

Issues Deemed Stipulated Pursuant to 
Section 120.80(13)(b), Florida Statutes 

RATE BASE 

Issue 2: Should the audit adjustments to rate base and operating expenses to which the Utility 
agrees, be made? 

Stipulation: Based on audit adjustments agreed to by the Utility, land and working capital be 
increased by $160,093 and $79,006, respectively, and operation & maintenance (O&M) 
expenses shall be decreased by $255,390. Specifically, the following adjustments to rate base 
and O&M expenses shall be made. 
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Breeze Hill-Water 
Breeze Hill- Wastewater 
Fairways- Water 
Fairways- Wastewater 
Peace River- Water 
Peace River- Wastewater 

0 0 (942) 
0 0 (298) 

0 0 (1,314) 
0 0 (5 15) 

0 0 (436) 
- 0 - 0 (72) 

-3: Should adjustments be made to the Utility’s pro forma plant additions? 

Stipulation: The Utility’s requested PAA-pro forma plant additions should be decreased by 
$1 37,060 for water and by $565,288 for wastewater. Accordingly, accumulated depreciation 
should be increased by $102,867 for water and $85,016 for wastewater, and depreciation expense 
should be decreased by $21,698 for water and $36,524 for wastewater. Moreover, the Utility’s 
property taxes should be decreased by $6,399 for water and $11,972 for wastewater. The 
specific rate band and system adjustments are set forth below; 

Rate BandiSystem 
Water Band 1 
Wastewater Band 1 
Water Band 2 
Wastewater Band 2 

MFR Amount Documented Amount Adiustment 
$62,197 $40,957 ($21,240) 

11,666 7,646 (4,020) 
28,371 18,625 (9,746) 
48,529 31,932 (16,597) 
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South Seas 

The Woods 
TomokdTwin Rivers 

TomokdTwin Rivers Water Main Relocation 3,367 13,578 

Valencia Terrace I WWTP Improvements 
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82,071 I 79,830 



Western Shores I Water Chlorine Conversion 21,069 I 20,746 

TomokdTwin Rivers Water Flushing Upgrades 

Zephyr Shores Water Quality Project 36.217 33.209 

Valencia Terrace 

19 

Chlorine Conversion 46.847 
Total: $153.094 

Wastewater Band 4 

Breeze Hill-Water 

Breeze Hill-Wastewater 

(216,878) 0 (16,290) (1 2,106) (3,606) 

(612) 0 (721) (101) 0 

( 5 5 3 )  0 (7 12) (92) 0 



Fairways- Water 

Fairways- Wastewater 

Peace River- Water 

Peace River- Wastewater 

Issue 4: 
adjustments are necessary? 

Stipulation: The percentages for excessive unaccounted for water (EUW) for each water rate 
band and stand-alone system are shown below. 

Do any water systems have excessive unaccounted for water, and, if so, what 

(5,684) 0 (2,130) (948) 0 

2 0 (1,568) 0 0 

(501) 0 (549) (83) 0 

(347) - 0 (542) m - 0 

The adjustment to Purchased Power, Chemicals, and Purchased Water expenses for Rate Band 4 
is $96. 

Issue 5: What are the appropriate used and useful percentages for water treatment and related 
facilities of each water system? 

Stioulation: 
treatment and related facilities of each system listed below: 

The following table reflects the U&U percentages for the stipulated water 
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System 
48 Estates 
Carlton Village 
East Lake HarridFriendly Center 
Fern Terrace 
Grand Terrace 
Haines Creek 
Harmony Homes 
Hermits Cove/St. Johns Highlands 
Hobby Hills 

21 

W Dist. System % 
85 
47 

100 
100 
100 
100 
100 
80 

100 



Issue 8: Do any wastewater systems have excessive infiltration and inflow and, if so, what 
adjustments are necessary? 

Stiaulation: 
wastewater rate band and stand-alone system are shown below: 

The appropriate percentages for excessive Infiltration and Inflow (I&I) for each 

~~ ~ 

-Band 1 0.00 
Rate Band 2 2.18 
Rate Band 3 25.72 
Rate Band 4 4.53 
Breeze Hill 65.40 
Peace River 19.73 

1 Rate BandiSYstem I Comoosite Excessive I & I  YO I 

System 
Jasmine Lakes 
Lake Suzy 
Palm Terrace 

WWTP % 
100 
100 
100 

The adjustments to Purchased Power, Chemicals, and Purchased Wastewater expenses for Rate 
Band 2, Rand Band 3, and Breeze Hill are ($994), ($22,606), and ($5,098), respectively. 

Issue 9: What are the appropriate used and useful percentages for wastewater treatment and 
related facilities of each wastewater system? 

Stipulation: 
treatment and related facilities of each system listed below: 

The following table reflects the U&U percentages for the stipulated wastewater 

22 



System WW Call. System YO 

Florida Central Commerce 100 
- Arredondo Fanns 100 

Band 
Band 1-Water 
Band 1 -Wastewater 
Band 2 -Water 
Band 2 - Wastewater 
Band 3 -Water 
Band 3 - Wastewater 

Issue 11: Should any further adjustment be made to Other Deferred Debits? 

Stipulation: Other Deferred Debits shall be increased further by $14,042 for the jurisdictional 
systems to reflect the appropriate 13-month average balance as shown in the table below: 

Adiustment 
$3,326 

62 1 
1,512 
2,592 

936 
336 

Band 4 - Wastewater 54 
Breeze -Water 
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75 
Breeze - Wastewater 75 



Fairways -Water 142 
Fairways - Wastewater 189 

- Peace -Water 56 
Peace - Wastewater - 58 
Total: $14.042 

COST OF CAPITAL 

Issue 11: What is the appropriate Commission-approved leverage formula to use in this case? 

Stipulation: The leverage formula in effect at the time of the Commission’s final vote in the 
case should be used to establish AIJF’s rate of return on equity. See R. 25-30.433(1 l), F.A.C. 
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(“The equity return established shall be based on the equity leverage order in effect at the time 
the Commission decides the case.”) 

Issue 16: What is the appropriate capital structure to use for rate setting purposes? 

Stipulation: The appropriate capital structure to use for rate setting purposes is based on the 
capital structure of AUF. 

Issue 18: What are the appropriate cost rates for short and long-term debt for the test year? 

Stipulation: There is no short-term debt in AUF’s capital structure. The appropriate cost rate for 
long-term debt for the test year is 5.10 percent. 

NET OPERATING INCOME 

Issue 21 Should any adjustments be made to disallow fines and penalties assessed to the Utility? 

Stipulation: O&M expenses shall be reduced by $12,767 to remove expenses related to fines 
and penalties. The specific adjustments to each rate band and system are shown in the table 
below: 

Issue 23: Should any adjustments be made to Sludge Hauling, Contractual Services - 
Accounting, and Contractual Services - Legal expenses? 

Stipulation: O&M expenses shall be reduced by $29,949 to reflect the appropriate Sludge 
Hauling, Contractual Services - Accounting, and Contractual Services - Legal expenses. The 
specific adjustments to each rate band and system are shown in the table below: 
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Issue 25: Should any adjustments be made for Director and Officers Liability insurance? 

Stipulation: Consistent with Commission practice, O&M expenses shall be reduced by $5,289 
for its jurisdictional systems to reflect a sharing of the cost of Director and Officers Liability 
(DOL) insurance between ratepayers and the Utility, as shown in the table below: 
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Issue 29: Should an adjustment be made to the Utility's normalization adjustments? 

StiDulation: O&M expenses shall be decreased by $33,748 for water and increased by $1,768 
for wastewater. The specific adjustments for each rate band and stand-alone system are shown in 
table below: 

Peace WW Q 
Total B&Ll I [S 40.121) I ($1.688) 

Issue 30: Should an adjustment be made to the Utility's pro forma expense adjustments? 

Stiaulation: O&M expenses shall be increased by $83,790 for water and decreased by $431 for 
wastewater, as shown in the table below. In addition, AUF shall file a report with the 
Commission detailing the outcome of the dispute with the City of Lake Worth Utilities, within 
30 days of the resolution of the dispute. 

Wastewater 4 NIA (5) (7) 51 
Breeze Water 0 (6) (9) (13) 
Breeze Wastewater NIA (6) (9) (1 1) 
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Issue 31: Should an adjustment be made to O&M expense to remove the additional cost of 
mailing multiple bills to the same customers who have more than one class of service? 

Stioulation: The costs of mailing 2,892 duplicate bills in the amount of $14,142 shall be 
removed from O&M expense for the Fairways water system. 

Issue 41: Should the Utility be authorized to revise its miscellaneous service charges, and, if so, 
what are the appropriate charges? 

Stioulation: AUF shall be authorized to revise the Miscellaneous Service Charges for its Breeze 
Hill and Fairway systems. The appropriate charges are reflected below: 

Issue 42: What are the appropriate service availability charges and allowance for funds prudently 
invested charges for the Utility? 

Stiaulation: The Utility’s previously-approved uniform meter installation, service installation, 
main extension, and plant capacity charges are appropriate for AUF’s Breeze Hill, Fairways, and 
Peace River stand-alone systems. AUF’s proposed uniform engineering fees are cost-based and 
appropriate. However, the Utility’s proposed uniform field inspection fees shall be denied for 
lack of support documentation in accordance with Section 367.091(6), F.S. 

Issue 48: Should the Utility be required to provide proof that it has adjusted its books for all 
Commission approved adjustments? 

Stioulation: To ensure that the Utility adjusts its books in accordance with the Commission’s 
decision, AUF shall provide proof; within 90 days of the final order in this docket, that the 
adjustments for all the applicable National Association of Regulatory Utility Commissioners 
Uniform System of Accounts primary accounts have been made. 
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Pending Motions and Other Matters 

None other than OPC’s and Intervenors’ Motion to Move Brief Filing Date. 

Pending Reauests or Claims for Confidentialih. 

None at this time. 

Obiections to Qualifications of Witnesses as Exaerts 

As stated above, AUF objects to the inclusion of Issue 24 whereby OPC seeks to have the 

Commission adopt a new, unprecedented criteria of “affordability” to reduce AUF’s revenue 

requirement. AUF objects to OPC witness Earl Poucher’s qualifications as an expert on 

”affordability.” 

(9) Reauirements of Order Establishing Procedure that AUF Cannot Comalv With 

None known at this time. 

Respectfully submitted this -2nd day of November, 201 1. 

HOLLAND & KNIGHT LLP 

rida Bar No. 3544 
Gigi Rollini 
Florida Bar No. 684491 
Holland & Knight, LLP 
Post Office Drawer 810 
Tallahassee, Florida 32302-0810 
(850) 224-7000 (Telephone) 
(850) 224-8832 (Facsimile) 

-and- 

Kimberly A. Joyce, Esquire 
Aqua America, Inc. 
762 West Lancaster Avenue 
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Bryn M a w ,  PA 19010 
(610) 645-1077 (Telephone) 
(610) 519-0989 (Facsimile) 

Attorneys for Aqua Utilities Florida, Ine. 

CERTIFICATE OF SERVICE 

I hereby certify that. a true and correct copy of the foregoing was furnished by hand- 

delivery and overnight delivery* this 2nd day of November, 201 1 to: 

Ralph Jaeger J.R. Kelly 
Caroline Klancke Patricia Christensen 
Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Joseph D. Richards* 
Pasco County Attorney’s Office 
873 1 Citizens Drive. Suite 340 
New Port Richey, FL. 34654 

Cecilia Bradley/Pamela Jo Bondi 
The Capitol - PLOl 
Tallahassee, FL 32399-1050 

Office of Public Counsel 
c/o The Florida Legislature 
1 1 1 W Madison St, Room 8 12 
Tallahassee, FL 32399-1400 

Kenneth M. Curtin* 
Adams and Reese LLP 
150 Second Avenue North, Suite 1700 
St. Petersburg, Florida 33701 
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