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fiNAL ORDER SETTING RATES AND CHARGES 

BY THE COMMISSION: 

BACKGROUND 

South Browi\rd Utllity, Inc. (South Broward or utilily) is 
a Class C water and wastewater utility. On June 5, 1989, the 
utility filed its application for a ratP increase and its 
Min imum Filing Requirements (MRFs). There were deficiencies in 
the MFRs and o n August 15, 1989, South Broward filed its 
amended MFRs which corrected the defic1enc1es. August 15, 
1989, was established as the official filing dat . 

In its application, the utilily requesled final rates 
which would produce annual operating revenues of $1,061,083 for 

I 

water serv1ce and $970,263 for waslewater serv1ce . Those 
requested revenues exceed projected 1990 tesL year revenues by 
$743,348 (168.6 percent) and $397 ,870 (69.5 percent) for water I 
and wastewater, respect1vely . The utility requested an interim 
1ncreasc based on a fair rate of return, however , the utility 
limited the requested interim increase to annual revenues of 
$203,004 for waler and $284,663 for wastewater. The requested 
nterim increase exceeds 1988 annual revenues by $32 ,3 25 ( 18 . 94 

percenl) for water and $38,9 5 1 (15.85 percent) for wasLewater. 
By Order No . 22047, issued October 13, 1989, the Commissi o n 
suspended South Broward's proposed rates and granted an interim 
increase in wa cr and waslewater rates and plan capacity 
charges, subject to refund, with in eresl. 

The tesL year for th1s rae application is the projec ted 
based on a t we l ve-rnon h period ended December 31, 1990, 

historical base year ended December 31, 1988. 

On January 5, 1990, Public Counsel filed hi!> notice of 
1nterve n ion and Order No . 22400 wa s issued o n January 10, 1990 
acknowledging the in ervention. A prehearing confere nce was 
held in Tallahassee o n January 12, 1990. A formal hea ring was 
held on January 24 and 25 , 1990, in Davie, Florida. 

Having 
and having 
the bt1efs 
conclusions. 

FINDINGS OF FACT, LAW AND POLICY 

heard the evidence prese nted at the formal hearing 
reviewed lhe recommendations of Staff. as well as 
of the parties , we now enter our findings and I 
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MOT I ON TO D I Sr-H S§ 

At th, concluston of the morning session of customer 
testtmony, Public Counsel sated he would make two oral 
motions. Based on customer testimony, Public Counsel moved to 
dtsmiss the company's case "because they did not evidently keep 
the MfRs where they were available to the customers as required 
by Conuntssion rule and as sta ed in their notice . " Public 
Counsel further staled that "This becomes more important 
because it appears from what we have seen so far that the 
notice to the customers came ou in November, leaving the 
customers only two months to prepare for thts hearing 
Publtc Counsel also stated that his second motton would be made 
later. 

The utili y did not respond, indicating that "tl would be 
more appropriate to respond when we have lhose notices herL and 
we can really talk about when they were published . 

Cust;omt!r testimony shows Lha the utility employees could 
no ftnd he t<\FRs at th Miami Lakes location and lold Lhe 
inlctP::,Led cus omers that the MFRs wert! at t he Davie location. 
However , th' company d~d nol have them readily acc<?ssible for 
cu~lomcr revtcw. Th~.- utility president did call the interested 
custorwt back and 1nform him thal th' MFRs were in his of(ict! 
(the Davtc local ton}. Whi lc we do not believe Lhal this is 
suf! icu~nt cau5e to dtsmiss the proceedi ng, we admonish the 
uttlity not Lo lel such careless practtce continue. 

In the morning session of the second day of hearing, 
Public Counsel cross-exantined the utility preside"ll regardtng 
the notices. Witness Corbitt testified Lhat four notices were 
sent: June 16, 198Q, separate notices lo custome"'s in theH 
mon hly bllls and "developer agreement customers" by certified 
mall; October 5, 1989, separate notices, in the r "'q lar bills, 
to customers and developer customers entttled "Notice of 
Amended Appltcation by South Broward Utility, Inc. for 
Adjustment of Ra es and Modiftcalion o Service Av,u lablli y 
Charges"; November 21 , 1989, noltce of interim increase to 
developer customers by certified matl and to customers tn their 
regular b11ls; nottce ot hearing delivered to all customers 
January 8 , 9, 10. 1Q90 , mailed o out of town customers and 
publt shed in lhe newspapr:!r on January 14, 1990. While some 
customers estiCied that they did not receive notices unti 1 
Ncwemb r or January, the evtdence is persuasive that notices 
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were prepared and either mailed 
Since Public Counsel did not make 
notices, it would appear that he 
notice was given. 

o r hand delivered timely. 
his second motion regarding 

was satisfied that proper 

Accordingly , the Motion to Dismiss is denied. 

STIPULATIONS 

At the prehearing conference, the ut ility and Public 
Counsel agreed upon a number of stipulations , which are also 
s upported by Staff . Hav ing heard no e vidence to convince us 
otherwise , we find t hat the slipulations are reasonable and 
t he y are. therefore, approved. The stipulations are as follows : 

1) Franchise costs of $75 , 460 should be reclassified from 
working cap1tal to utility plant-in-service . 

2) Postage and telephone expense should be reallocated so 

I 

t hat $9 33 is moved from water expen~es to wastewater expenses. I 
3) Out-of-period ransportation rental expenses of $625 

should be removed from both water and wast~water e xpenses . 

Q!LALl T.x_ OF SERVI CE 

Our analysis of th~ overall quality of service provided by 
the utllity 1s based upon evidence received regarding South 
Broward's compl1ancc w1th the rules of the Department of 
Environmental Regulation ( Df:R ) and other regula ory age ncies, 
the quality ol the uliltLy ' ~ product of water and wast.ewateL, 
the operational conditions of the utility's plants and customer 
satisfaction. The customers were given lwo oppo rtuni ties to 
present evidence regarding quality of service and other 
matters. A great m ny customers testified . Their concerns are 
addressed below . 

South Broward's service aren is bounded o n he no r th by 
Gnff i n Road and o n he south by Sheridan Street, in southwest 
Broward County . Treatment of raw water o btat ned i r om three 
wells within the area includes c hlorinat1on , lime soft ning and 
aeration , whllL he collected wastewater 1s treated by means or 
a secondary activat d sludge process. Effluent is disposed 
t hrough percolation ponds . 

Accordi ng o Broward County Health Department witness 
Olsson , South Broward is in compliance with a ll appropnate 
standards a nd meets t h " state and federal ma x1 mum cont ami nate I 
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level5 fot primary and secondary watet qualtty s andards . 
Howevct, th~ uti ltty nef"ds o employ one more licens~d o perator 
to comply with the DER requiremen t contatned 1n Chapter 
17-16.360 , Florida Adminislra ive Code. U ility witness 
Corb1lt agrt!ed to the need to h i r e o ne more licensed operator 
and 1s current l y work1ng to meet h al criterion. 

Mt . Wt!igand , witness from the Envi r onmental Qualit y 
Con trol Board, stated that t he util 1 t y' s wastewate r plant is in 
compl1ancc with all p r ovis1ons of T1tle 17 , F l o r 1da 
Admin1strative Code. He cited various past effluent failures 
of the Control Board's standards. Ut1l1ty w1tness Corbitt 
testif1ed that these v1olattons have been tesolved . 

On the other hand , many cus oners compla1ned that t he 
watet prov1ded by South Br oward had color and a strong odor . 
W1tness O l sson testified that all wa er in Sou h Flouda h as 
color. Fu r hermore, her~ is no requ1rement for opacity or 
odor control establtshed by DER for water. As economic 
regulators , t h is CommlSSlOn cannot enforce a standard that is 
greater than the s andard sel by DF.R , the agency cha1ged with 
enforcing various env1ronmenlal stanOltds. 

Pertaining to t he water outages ci ed by sc-ver1l 
customers , witness Corb1tt teslifi~d t hat the outages usually 
last from five mi nute::. to possibly an hour. and the utllity 
does notify the cus omers i n advance when an outage is 
an ticipated. 

Cu stomers also complatned about a strong odor at one of 
the lift stations. W1tness Weigand testified that his 
department had no odor complaints 1nvolv1ng the 1 i ft stat1on. 
Uti l it y witness Co rbitt t estif i ed that the utility has solved 
t h at p t ob lem by adding ODOPHOS , a masking agent. to I he s y s tern 
u p stream of the lift s ation and had nol received any 
comp laints abou odor at the lift stat1on to r more t h an a year . 

F1nally , some cu~tomers complained tha he bi!l1ng system 
ts u nsatistactory s1nce thP bllls arc lef at the Lront doors 
of t he custcmers · homes. Also, when tcying to con act the 
u t i li t y , of. ten he c us · o mP r s a r e on 1 y a b 1 e to reach an 
an swe r tng mach1ne. In response, w1tness Co r btt tes 1f1ed hat 
no tices in Sunshine Ranches are ma1led, bu t t he rest are 
hand-delivered as a cost saving meac;ure and to ensure prompt 
delivery of the bill. Regard1ng the 1nswenng mach1ne. '...Jl ness 
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Corbitt testified that if a complaint has alr<'ady been made 
known to the u ili y, no o ne will return the calls to the 
custome rs concerning that particular problem. He also 
test iC ied tha the only complaints logged are the ones he had 
determined to be substantial. 

Based o n South Broward"s response concerning this area of 
quality of service, we will requ1re the utility to improve its 
bllllng delivery s ystem by ustng the postal service. Al so. 
South Broward must maintain a log of all customer complaints 
and their resolution, not just those deemed by the ut ility 
president to be "substant1al." 

Upon consideration of the evidence, we find that 
quality of service prov1ded by South Broward i n treating 
distributing water is satisfactory and that the quality 
service provided in co llecti ng, treating, and dispos1ng 
wastewater is satisfactory. 

BOOKS ANQ_RECORDS 

the 
and 
of 
of 

Utility witness Dunn testified that his review o f So 1th 
Broward · s books and records indicates t hat they are i n 
substantial compliance with the Cornmission · s rules and 
regulations. Utility witness Cass idy xplained that dur1ng 
1988 the books and reco rds of South Broward were kepL under the 
NARUC system o f accoun s . bul some of the numbers may no t have 
been as exac as they should have been. The utility has taken 
steps to make permanent the adjustments that we re suggested by 
Staff. 

Mr . Cassidy also test1fied that the u ~ ility wa ~ 

depreciat1ng assets using accelerated rates p..1b.1.1S hed by the 
I n terna 1 Revenue Service (IRS) dnd was not amortizing 
contributions-to-aid-of-construction (CIAC). Fu rther , the 
utility had not pro petly allocated some expensrs , such as 
postage and telephone expense. Despite these ins tances o f 
non-eompliance , 1-1r. Cassidy anticipates t hat in 1990 South 
Browaro will be 1n complete compliance. Because the majoflty 
of the util1 t y·s books and records were in compliance wtth 
Commission rules and because the utility wi ll be in total 
compliance in 1990, we believe no further action is necessary. 

I 

I 

I 
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RATE BASE 

Our calculations of the appropriate wa er and waslewoter 

rate bases arc attached as Schedules Nos. 1 A fo r water and 1-B 

lor wastewatet, with our adjustments attached as Schedule No. 

1-C. Those adjustments wh ich are self-exp lanatory o r 

essential ly mechanical in nature are set forth on those 

schedule=:; w1thout any further discussion in the body of this 

Order. The major adJustments are discussed below. 

Projected Test_year 

The ut.illty's filing was based on the projected test yeor 

ending December 31, 1990 . In his brief. Pub1 ic Counse 1 a rgucs 

that the utility has failed to demonstrate extraordinary 

growth. Upon review of the record, we believe that the utility 

has shown extraordinary growth. Utility witness Corbitt 

tc&Lified hal South Broward h1d no single famlly res1dential 

wa or customers in 1986 , 708 customers a the end of 1987 and 

1,186 cus omcrs at t h e end o f 1988. Fur:thet, the utility 

proj •cls t hat 1L will h ave approximately 1,561 single tamily 

rcstdcnlial customers at the end of 1989 and 1,923 at the end 

ot 1990 . This growth retl ecls yearly add1tions of 478, 375 , 

and 362 for the y ears 1988, 1989 and 1990, respcc ivcly . Thts 

results in a 1990 g r owt h rate of 23 percent. 

In addi ion, South Broward 
gallons per day (mgd) additton to 
is Jn the process of making a . 5 
tcectrr.rll plant. These additions 
of h•se plants. 

has completed a 1.0 milli o n 
t he water trea menl plant and 

mgd addition to the wastewater 
will double the 1988 capacity 

Accord1ngly, w find that the growth in customers and 

plant caracity sufficient ly demonst rate extrao r dinary growth 

and the app roptiatene~s of the use of p t ojectcd year-end rae 

bdSC'i. 

(CtC~3nl AddillOnS 

The ul1 lity included projected plant add1Lions 1n its 

plant-tn-servtce account. The evidence shows 'hal the wa er 
plant expans1on is comple ed and the plant is in servtce. 

Accordingly, 1t is approp r iate to include this plant in uti lily 

plant-in-sctvice. The wastewater plant expansion should not be 

included in utJ lity plan -in-service since he utility has 
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provided no substantiation for it, such as an issued permit 
from DER or construction contracts. 

As of the hearing da e, witness Corbitt testified that 
South Broward did not have the issued permit in hand , bu' di d 
have a Notice of Intent to Issue A Permit from DER. The 
Broward County Environmental Quality Control Board must review 
the request before DER will take final action. Onl y after this 
procedure, will the utility know what kind and size of plan t 
additions it will be authorized to build. Receipt o f the 
permit is needed, according to this witness, to be certa1n of 
what kind of plant the utility is going to build. Thus , the 
information submitted to date by the utility for the wastewater 
treatment plant could change depending upon actions taken by 
DER. Further, if the construction time is comparable to the 
construction shown for the original plan t, the plant will not 
be serving the test year customers. In that case , witness 
Corbitt agreed during cross-examination that the plant should 

I 

not be added until it is serving the customers. In response to I 
the construction timetable s hown i n Exhibit 17 , however , 
wit ness Corbitt testified that the const rucLion Lime for the 
expansion of the wastewater plant will be shorter than Lhe time 
designated for he original construction . 

In light o f th, evidence that the utility does not have 
Lhe DER oermi and thus d oes not know t he exact parameters the 
was tewa tc r p 1 ant w i 11 have, nor does 1L h ave any construct ion 
contracts, we believe thal inclusion of this plant tn service 
would be loo hypothetical . While the utility chose a projected 
test year because of thP expected plant additions, it is our 
policy when usiug a projected est year to require that at 
least the con rae for the plant must have been let, if the 
plant is not actu'llly undC'r construction. Furthermore, as we 
discuss below, the presen wastewa ter plant is o nly 90 percent 
used and usefu 1. Therefore , without t he ex pans · "' n, the p L esen t 
plant is adequate to serve the test year customer ~ . 

Reclassification of Land Costs 

Utility wit1.ess Dunn stated that the Commission audit 
r epo rt identtfied certai n costs ha t were capitalized to land. 
He also stated t hat, based o n hi s familiarity with the NARUC 
Uniform System of Accounts, one could argue t ha t these costs 
could be classified as land or plant- in-service. These co3ts I 
consist of landscaptng a nd overhead ttems in the amount of 
$ 150,006 and $417.5211, respectively. t-lr. Dunn further stated 



I 

I 

I 

ORDER NO. 22844 
DOCKET NO. 890360-WS 
PAGE 9 

that the plant could not have been perm1tted w1thout the 
landscaping and the overhead items related to engineertng costs 
that are strictly identifiable with the plant. 

We 
related 
plan . 
system 
account 

agree with Mr. Dunn· s assessment that these i terns are 
to the plant and could have a useful life equal to the 
Therefore, we w1ll reclasstfy $1 50,006 tn the water 

and $417,524 in he wastewater system from the land 
to the util1ty plant-in-servLce account. 

Design Caoacit of Water Treatment Plant 

According to tls DER permit and a letter in evidence from 
the professional engineer hired by the utility to design the 
t rea t men t p 1 an t , the des 1 g n capac i t y i s 2 . 0 mg d . I n 
calculating the used and useful percentage for the water 
treatment plant, South Broward used a Cdpacity of 1.5 mgd . The 
utility's reason for downgrading the water treatment plant is 
to fulfill the requirement of the Rroward County Health 
Department that a limiting capacity oe imposed on the plant so 
that it wi 11 mec he demand of peak hour and peak-day flow. 

Witness Olsson from the Browatd County Health Department, 
staled that South Broward's operating permit is for 2.0 mgd. 
Also, u tlity witness Corbitt recogntznd that the design 
capacity is 7 .0 mgd. when asked by Public Counsel whether th~ 
Coun y Health Department imposes limits on wa er treatment 
plant capacity, wi tness Olsson testified there is no such 
requiremen from his department. 

The record also shows that the utility ha.; 1.5 million 
gallons of storage . Mr. Olsson testified that a peak flow 
design 1s not necessary if there is adequate st , rdge . Ulility 
witness Brimberry also testified that storage capacity can be 
utilitized to meet peak-hour demand and fire flow 
requirements. Upon consideration, we do no believr the design 
capacity should be downgraded. The peaking concept has already 
been taken tnto consideration in calculattng the used and 
useful percentage by using a ~peak-day demand instead ot an 
average-day demand, as wil l be discussed below . The correct 
design capactty of the water treatment plant is t hus 2 .0 mgd. 

287 
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Used and Useful Plant 

The utility belleves its water treatment plant is 100 
percen used and useful, with or without the additional 
capacity. Public Counsel ' s position is t hat used and usefu l 
s hould be calculated without regard to a peaking factor, (He 
flow or margin reserve. Public Counsel provided no testimony 
relating to this position and the responses elicited during 
cross-exam1nation were not persuasive to support this position. 

A factor in the used and useful formula is peak-day 
demand. In calculating peak-day demand, the utility used a 
common engineering practice of multiplying the average-day flow 
by the peaking factor of 1.6, result 1ng in a peak-day demand ot 
1.359 mgd. Witness Corbitt recognlZed that a peak- day demand 
using a peak1ng factor should be close to a projected o ne based 
on historical data. In a projected test year fil1ng, an 
h1storic base year is utillzed and then proJected forward for 

I 

the test year period. Us ing the average of tive-day maxtmum I 
month demand flows, which are based o n historical 1988 data and 
projected forward for the test year , the peak day demand 
calculated to . 967 mgd. Even though w1tness Corbi L 
acknowledged he large diffP.rence bcll-1een the t~.o1o figures, he 
could not offer any explanation to support the utility's 
methode logy over the more conven Lion a 1 methode logy. A simp 1 e 
calculation p~rformed at hearing using projections based o n Lhe 
histoncal ba se year, showed a 1.1 peaking factor for this 
se rv ice area. As stated , the utility used a 1.6 peaking factor . 

We are unpersuaded by South Broward's methodology . 
Generally, a projected flow based o n hi storical data for the 
serv ice a rea is more accurate than a flow based o n a common 
design criteria thet can be applied to any service area. 
Accordingly, we find the appropr1atc p ak-day demand t be .967 
mgd 1nstead of 1 . 359 mgd . 

Fire flow ts another tactor 1n he used and useful 
calculat1o n. South Broward requested a fire flow of 3,500 
gallons per minute (gpm) for three hours , which resulLs in .63 
mgd. This reque!.ted amount cons itutes approximately 32 
percent ol t he treatment plant. Utility witnesses Co rbitt and 
Brimberry testifled that the 3,500 gpm is taken from the ISO 
(Fire Suppression Ratinq Schedule published by the Insurance 
Se tvices Office). Th general guidelinP.s contained in the ISO I 
are as follows: 
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Resident ia l uni ts : 

Other Habi ational Units 

500 gpm- 1,500 gpm 
(.0 6 mgd- .18 mgd) 

Up to 3,500 gpm 
maximum 

(.18 mgd- .6 3 mgd) 

Duratio n 

2 ho urs 

3 ho urs 

The Broward County Land Developmen t Code p r ovides for 
lesser flows which result in a minimum of . 2 7 mgd . 

During c t oss-ex ami natio n. wi t ness Brimberry estified that 
t he se rvice area 1s predomi nantly residential. He further 
testified that Sout h Broward's 1.5 millio n gallons o f storage 
ca~ be used f or fire flow pur poses . 

we beli e v e t h a t isolating .63 mgd for the sole putpose of 
t he fire flow requirement is excessi1e. The utility ha s not 
offe r ed any persuasive reasons why a maxtmum range for 
non-residential units should be allowed fot J service area t ha t 
is predominanlly residenlial. Dunng cross - e x amtnation, 
w1 ness Co rbi tt could no cite any requi remenls l or isolating 
part o f he treatment plant for the sole purpose of fir e flow. 

We recogniz-e that a fire flow requ1temcnt is necessary. 
However, t he flow of . 2 7 mgd set forth i n the Broward County 
Land Development Code appca rs appropriate o use as t he fire 
flow requiremen t in the used and useful calculat ion. This 
figure also falls wi t h1n the ra nge of the non-residential uni ts 
shown i n the ISO. 

Upon consideration of he foregoing , and ou r deci s ion s 
regarding ma rgin rese rve and unaccoun ed for water wh 1ch are 
discussed below, we find t he appropLiate used and usefu l 
percentage for t he water t r eatment plant to be 65 perc ent . 

The u tility bel ieves its was ewale r r ealmenl p lant is 
43.39 p rce n t t~sed and usetul, includ1nq the proposed 
e xpansion . Publlc· Counsel' s position 1s that ma rgin res e t ve 
and the plant expans1on should be excluded. Ag ain , we are not 
persuaded tha t ma rgin rese rve should be e xcluded . 

During the heari nq, 
compe en t to test i ty o n 

we rul ed 
sed and 

Lhat witness Dunn was not 
useiul, si nce he has no 

?R9 
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education, t r aining , o r experience in engineering mat ers . 
S1nce witness Corbit , who ado pted par t o f Mr. Dunn· s 
test imo ny, did not adopt the po rti o n reg a rd 1ng used and useful 
fo r the wastewater treatment plant, there is no evidence in t he 
record t o support the utility ' s calcul ation. Ho wever, Section 
367 .081, Flo rida Statutes, requires the Commission , when fixing 
rates, to set a "fair return o n t he inv estment o( the utility 
in properly u sed and useful in the public service." Thus, we 
must make some reasonable determinati o n of t he u sed and useful 
percent age of the wastewater plant . See Gu l f Power Co . v . 
Florido Public Service Commission, 43 5 So . 2d 799 (F la.l984) . 

As previously di scussed, we have excluded the propo sed 
wastewater expansion. Using the con•; tJnLional me t hodology , the 
used and useCul percentage is the ratio ot Lhe average-day fl ow 
oC the peak monlh plus a margin reserve , over the des ign 
capacity. 

I 

~le ca leu late t he aver age-day demand of the peak flow to be I 
.358 mgd. This flow is based o n 1988 histor ical data and 
projected forward for the tes t y ea r period. The margin rese rve 
is 20 pe rcent , which is d iscussed lale r in t hi s Order . As 
reflected i n ExhibiL 23, t he design capacity of the wastewater 
t eatment plan is .4 9 mgd . The calculated used and useful 
pe r centage is 87 . 8 percent, which we h ave r ounded Lo 90 
percent . We find 90 percent to be the appropriate used and 
useful percentage for t he e xisti ng wa s tewate r trealmenL plant . 

Ma rgin Rese~ 

Since Chapte r 367, Florida Statutes , requires each utili t y 
t o pro v i de service in its terri to ry within a reasonable time, 
we allow a margi n r e serve in t he calculation of u sed a~d use f ul 
to recognize an appropriate and fair amount o ( "readine£s to 
s e r v e c a p a c i t y .. . Gene r a ll y , t h a t a rno u n t s h o u l d not ,.. x -. e e d the 
plant required to se rve 2 0 pe r cent o f the existing cust omers . 

The utili y · s position is t ha t a margin reserve s ho uld be 
inc luded if its plan t is not found to be 100 perce nt u sed and 
useful . Publi c Counsel does not suppo rt a margin reserve, but 
presented no ev1 de nce to s how why a margin reserve si'lou ld not 
be i ncluded. 

We ag ree wit h the ut i lity ' s calculation of margin reserve I 
c on t1 ined in 1ts MFRs. The calcula tion of ma rgin reserve is 
bas ed on the growlh pattern esLab li shed o v er the most tecent 
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five years and construction time allowed for treatment planls 
of 1.5 years. The calculation shows the growlh allowed for the 
margin reserve 1s 349 Equivalent Residential Connections (ERCs) 
for the water plant and 287 ERCs for the wastewater plant. 
Based on this growth, the appropriate matgin reserve for water 
1s 193,400 gpd and for wastewater is 7 1. 600 gpd . This is the 
20 percent margin reserve allowance which we have included in 
the used and useful plant percentages previousl y discussed . 

Impu atiQn of CIAC 

Uli 1 i ty w1 tness Dunn tesli f ied that CIAC should not be 
impu ed on marg1n reserve . Publlc Counsel ' s post ion is, if we 
allow a marg1n reserve , we must also recogn1ze the CIAC which 
the ut1lity would collect from those future customers. 

At heaong, we took nollce of our Orders Nos. 20434, 21415 
and 17532 which slate that when margin reserve 1s allowed in 
rate base, the Corrumssion impules CIAC to reflect the expected 
conlr tbut ions from customers du ring the margin resetve pet tod. 
The First Distrtct CourL of Appeals upheld this policy in 
Rolling Oaks Utilities , I nc . v. Florida Public S~rvtce 

Commtssion, 533 So.2d 770 (Fla . lst DCA 1988) . The Court 
~ .. ·ated thal, although t he Commission ' s margin reserve poli.:y 
has not been promulgated as a rule, it is being ptoperly 
developed through adJudication on a case - by-case basis , as 
ctrcumstances warrant. The CourL went on to say lhal the 
margin reserve policy is reflection of the Commission ' s 
effort to recognize the cost Lo a u ility of havtng future 
plant needs re'ldily available. The utility's testimony does 
not indicate why thi..; pol1c.y should not be used in his case. 
Therefore, we wtll impute CJAC on the numb~r of ERCs included 
in the margin reserve. 

The 20 percent margin reserve discuss ed abo ve rc• ults ir. 
an addiLtonal 349 ERCs in the water s y s em and 287 ERCs tn the 
wastewalet system. We will mulLlply the number of ERCs by the 
service avatlabilil y charges we set 1n a subsequent por ton of 
this Order {$753 for the water system and $ 602 fur the 
wastewater system) , tv arrive at the amount of CIAC lo be 
1mpuled . Witness Dunn ' s u nde r sta nding was that CIAC wou l d be 
imputed on 20 percent of capacit y and he was therefo r e 
concerned Lhat more would be taken out of rate base t h an was 

ncluded in Lhe margin reserve . This is not the wa y the 
imputalion is done. The imputation is only for those ERCs 
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added to the projected Lest year ERCs. Therelore, we find thal 
rate base should be reduced by $262,797 for the water system 
and $17 2,771 for the wastewater s y stem. 

Schedule A-3 (Page 5 of 7) of the MFRs shows an imputation 
o f CIAC for the expected ERCs in 1990. The utility multiplies 
Lhe requested serv1ce availability charges by 362 ERC.s. We 
were initially concerned thal the 362 ERCs were incorrect since 
Schedule B-3 (Page 1 of 5) of the MFRs shows customer growth of 
654 . Utility witness Corbitt testified thaL the utility ts 
connect ing approximately 30 connections each month. He further 
slated that there is no way lhat there will be 600 connections 
during 1990. Upon consideration, we agree Lhal, based on past 
growth, 362 connections 1s a reasonable projecl ion and tha 
there is nothing to support the 651 connections in 1990. 
Therefore, wP find Lhat the ut1lity's tmputation is correct. 

Accumula ed Depreciation 

I 

The utility ha s not maintained separate deprectalion I 
records for tax purposes and Cor Public Service Comm1ssion 
purposes. Therefore, the accumulated depreciation balancL for 
the hi storic Lest year ending December 31. 1988 is a result of 
thP d~preciation taken for Lax purposes. Assets acquired pr1or 
t;o January 1, 1987 were depreciated o n cJ straight line melhod 
biJsed on the U . S. Treasury regul ations , wherein as se t lives 
at shorter than the Commission· s prescribed ltves. Assets 
acquired after December 31, 1986 wer e depreciated by an 
acce lerated method of depceciaLion. Accordingly , the 
accumu l a Led dep reci at ton sel Cor th o n the books and records as 
ot December 31, 1988 was larger than tt would have been if the 
dcprectaLion method se foLlh tn Lhe Commission ' s rules had 
been used. 

In the ULLlity's fil1ng, the projected additions ~o Lhe 
h istori c balance of accumulated deprectation were based o n he 
h istoric balanc~ or plant and the proJected addit tons to 
plant. The accumulated deprectation additions related to the 
historic balance are calculated using Lhe Lax rates, bLcause 
the utility simply used the prior year' s ta x depreciation 
expense. The accumulated depreciation add1tions related to 
plant additions were calculated using Commission rule rates tor 
a Class C utility . 

In its brief. 
depreciat ton should 
rates prescLtbed by 

he utili y stated that accumulated 
be r~calcula ed using the deprec1ation 
Rule 25-30.140, FloClda Admin1stralive 

I 
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Code, and using the service 
therein for Class B utilities. 
to this treatment. 

a. Hi s o tic Bala~ 

lives for asscls as set forth 
Public Counsel had no objection 

Since the accumulated depreciation balance is overstated, 
we find it appropriate to recalculate the accumulated 
depreciation reserve at Commission-prescribed rates . 

Utility witness Cassidy agreed that the purpose of 
depreciation is to return to the investors that amount of money 
it cost to construct a depreciable asset over some time period, 
usually the expected life of the asset. He further agreed 
that, as regula ors, Lhe Commission should make sure that an 
investor recovers all o f hi s investment through depreciation, 
but also make sure tha an investor does not collect mo re than 
his 1nvesLrnent in depreciation. Therefo re, the question 
revolves around how much of the a~sets have been recovered 
t hrough depreciation as of Decemu t 31, 1988. 

We believe that the amount reco vered, for rate setting 
purposes, should be analyzed based o n the depreciation included 
1n the rates and not that used for Lax purposes . The effect of 
t he two practices is a timing difference. Under tax 
depreciation, the utility is able to recover the asseL over a 
s hoLter period of time. And, if the utility rates i'lre set to 
include a lower depreciation rate, it wi 11 take longer under 
regulatory bookkeeping to reco ver the entire investment. The 
record in thL proceeding does not indicate what depreciation 
rate was included in Lhe inilial ralss for this company. 

Since the Commission set the original rates for th1s 
utility , it is unlikely that tax depreciation was allJwed in 
the original water and wastewater rates. In ma .. y 1nslances 
when we are unable to determine the depleciati ~n expense 
1ncluded in tne rates and charges, the accumula ed depreciation 
is taken "as is " and the rate base is not adjusted. However , 
if we believe that past account1ng practices have resulled in 
an obviously Clawed accumulated depreciation reserve, we may· 
choose to make an adjustment. The utiliLy, using a tax basis, 
e rroneousl y calculated the accumulated dept ecia ti o n reserve. 
Therefore, we w1ll adjust it to reflect Commission rule rates. 
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294 

ORDER NO. 22844 
DOCKET NO. 890360-WS 
PAGE 16 

Exhibit 25 includes two versions of the ut1lity's 
dcpreciat1on schedule. One schedule shows the depreciation at 
the federal tax depreciation rates and the other schedule shows 
the depreciation at the Commission depreciatio n rates for a 
Class C water and wastewater u';ility . Utility witness Cassidy 
stated that the utility is considering the Class B rates ard 
s1nce the utility will soon reach Class B status in its revenue 
level, we believe that the Class B rates are appropriate . It 
would also save the utility time and f'fforl to initiate these 
rates now instead of converting to them aftet the utility 
reaches Lhe Class B status. Also, the depreciation rule is 
based on lhe level of expertise, plan t maintenance schedules 
and operating level Cor the Class C vs. Class B utilities. 
Because Sourh Broward is in the process of expanding, we 
believe tha the Class B rates woulJ be most representative of 
the expected useful lives of the assets and find that t hey 
should be used. 

I 

Thus, Lhe December 31, 1988 accumulated depreciation I 
reserve should be recalculated as if the appropriate rates had 
been used since the inception OL the utility . By reca l cu la ting 
using lhe Class B ra tes , we find tha the water reserv" is 
overstated by $ 222 , 825 and the wastewater reserve is ovcrslalcd 
by $185,860. The acc umulated amortization oC C£AC is also 
afrecled by this recalculation . The amoa:Lization resetve is 
ovf'rslaled in water by $190,980 and in wastewater by $248,025. 
The net eUt!cL o f adjusti ng the reserves wo uLd bo a $31,845 
inc rease to water rate base and a $6 2,165 decrease to 
wastewatet rate base. 

b. Projec~i q_ns 

As sta ed pr~iously, the projected additions o he 
accumulated deprcciat1on reserve for 1989 and 19':l0 telating to 
the historic balance of plar.t are based o n tax depn .. ciation 
rales and the additions related to the plant aud1lions are 
ba ~ed on the Commission Class C rates . Utility witness Cassidy 
slated that the utility is st ructunng its 1989 schedule of 
depteciaLion to conform to the NARUC system of accoun' inq and 
w1ll follow he corrun1sston rule for Class B utllities. 
Therefore, we believe that the project1ons also s hould be 
corrected to reflect the deprec1ation rates for Class B 
uti lilies, as prescrtbed by Commission rule. Thi s reduces Lhe 
pro Jected reserves by $ 271,343 in the water s ystem and $328,212 I 
in the wastewater system. 



I 

I 

I 

ORDER NO. 22844 
DOCKET NO. 890360-WS 
PAGE 17 

Accumulated Amortization 

The utility's position is thal in order to ma1nta1n 
consistency with the method and rates used to depreciate 
assets . accumulated amortization should be recalculated using 
the rates prescribed by Rule 25-30.140, florida Admin1s rat ive 
Code. and using the service lives fot asse s as se forlh for 
Class B Uti 1l ties. Publlc Counse 1 has no object ton to this 
approach. 

Accord1ngly, we find lhe December 31, 1988 accumulated 
amortizallon reserve should be recalculated as if the 
appropriate rales had been used since the incepllon of the 
utility. In addilton, the projections added to the December 
Jt. 1988 b~lance should be adju~tt!d to reflect the current 
Commission deprecia ion rates for a Class B water and 
wastewater utility. Usi ng the information provided in Exhibit 
25 and the MfRs, we find it appropriate to decrease the 
accumula ed amorttzatton a December 31, 1988 by $190,980 in 
the water system and $ 7.48 ,025 in t he wastewatet s y stem. Th e 
projec ed additions to amortization should be calculated using 
the depreciat1on rates prescribed by Rule 25-30.140, florida 
Administrat.ive Code. This reduces the projected reserves by 
$56,95b in lhe wa er s y stem and $1 40 , 787 1n the wastewater 
::. y stem. 

"lorking_Ca 1ta 

a. Prepatd Loan Costs 

Schedule A-21 of the MFRs shows the utility's calculation 
of the working capital allouance. Line 5 s hows "Other Current 
Assets" with a December 31 , 1990 balance of $1 28 ,034 . The 
footnote explains that lhis includes franrhis~ Costs and 
Prepaid Loan Costs. All pa:ttes stipu lated lhat the 75,460 of 
fra nchtse cosls should be reclassified from work:ny capital to 
utility plant -in-servtce . This leaves a remaining balance of 
$ 52 , 574 as prepaid loan costs. Ut 111 t y witness Dunn ag r ees 
that these costs could be used to reduce long-terr11 debt. We 
believ(' that these costs are bes~ re Llected as a component of 
the capi al structure rather t han ~he rate base. Therefore, we 
will reduce he work1ng capital allowance by the balance of 
$ 52 , 574 . Mr. Dunn staled that the app r opriate balcJnce to be 
tnclud d in long- erm debt is $ 57,959. we will address the 
oLfsel to h1s ad)uslment in he Cost of Capital section of 
this Order. 

2'35 
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b . Projected Cash Balance 

The utilily believes that, except f o r a reduction in the 
amount of the accrued interest payable for 1990, the projected 
cash balance 1ncluded in the working capital allowance is 
appropriate because the advance from the shareholdet wa s 
converted to paid in capital as of January 1, 1990 . Public 
Counsel's pos1tion 1s that only a prudent and reasonable amount 
of non-Interest-bearing cash should be considered in the 
calculation of working capital . 

Schedule A-21 of the MFRs shows the utility's calculation 
of the working cap1tal allowance. Line 1 is the December 31, 
1990 balance ot $578,483 for cash 1n the bank. We are 
concerned about the large amoun of cash reflec ted in the 
working capital allowance. Exhibit 3 (#7) supports this 
concern , by showing that the December 31 , 1989 bdlance 1s 
pnmaClly in an interest-bearing account. The exhibtt shows 
total cash of $957,071 and non-interes bearing cash of $33,930. 

Utility wttncss Casstdy testified that the utjlity docs 
not have a policy which dictates ho., much cash is kept tn the 
no n 1ntcrcst bearing accounts, but ha the balances shown in 
the exh1bit are i nd1calive of he utility's operating level of 
cash. However, the utility used Exh ibit 9 (# 6), a pro forma 
analysis o f sources and uses of cash, to project the level of 
cash. UL1li~:.y w1tncss Dunn testified that this analysis woulJ 
have t o be adjusted f o r Commission adjustments to profit and 
loss, accrued tn erest, advances, and CIAC. Our review of h1 s 
analysis finds Lhat he projected cash balance is dramatically 
reduced 1f he adJUS mens included in Mr. Dunn ' s 
reconunendation are incorpo rated in this analysts. Our review 
is shown in Schedule A to this order. Followinq is a summary 
o f our analysis o n a lin -by-l1n bas1s. 

L1ne 1 includes the impu alton of cash o be received 
through serv1ce avallability charges in 1990. Li ne 2 1s the 
est ima led net o perating 1 ncome (NO I) from the opera ling 
statements. This 1tem 1s subJect to change as vari 0us expenses 
a re adjusted. B~cause the NOI does not include interest pa1d 
during the year, lines 3 and •I rcflec the interest paid o n 
debt and t he advances . Th1s anal y s1s onl y includes the accrued 
interest on the sharehold~c advance for 1989. Because NOI 
includes certa1n non-cas h 1 ms, Mr. Dunn's e xhibi t adjusls the 
NOI Cor these items, line s, so that Lhe analysis only teflects 

I 

I 

I 
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the changes in cash. Therefore, depreciation expense is added 
back to NOI , as it 1s a non-cash item . We have updated the 
expense to reflect the ad)usted expense. The next three lines, 
6 - 8 , (AIR-Customer , A/R-0 her and A/P) and line 14 (prepaid 
costs) ace left the same as t..,r. Dunn's analysis . We adjusted 
line 13 Lo ret lecL only Lhe amount of long-term debt Lhul we 
have approved. Th1s excludes the debl related to the 
wastewater plant additions, which we have disallowed. The same 
adjustment was made to line 15 for the plant expenditures . The 
last adjustment we made is to reflect the additional cash 
provided by the shareholder in 1989. 

These 
$120,350. 
will have 
is enough 
Therefore, 

adjustments result in a negative cash balance of 
While we believe that it is unl ikely the utility 

a negative cash balanc:.e, we do not belleve that there 
evidence in the record to support a cash balance. 
we will adjust the projected cash balance to zero. 

c. Deferred Ral~~ase Expense 

Utility witness Dunn testified that Commission pollcy is 
to 1nclude non-interest bearing def"l red debits in he working 
capital allowance, and, as deferred rate case expense 1s 
non-interest beanng, it should be included in working 
capital. Mr. Dunn referenced Comr"lission Orders Nos . 20066 ctnd 
20134 as support for this policy. While Public Counsel a rgues 
LhaL d~lerrc..J tate case expense should not be included in Lhr 
working capital allowance, there is no evidence in the record 
to support this argument. Accordi ngly, not being shown any 
reason lo the contrary , we will include deferred rate case 
expense in wotklng captlal . 

Order No . 20334 states that Commtssion policy includes the 
average, unamortized balance of rae case expense. Schedule 
A-21 of the l.,FRs includes $44 , 400 in the utility' <: calculation 
of working capi al. !<1r. Dunn es ifies t hat one-third of the 
estimate was included ,Js the ut1lity has request0d ··step rates .. 
over three year s. Wh1le this mtght lend support for the 
utility' s request for a three-year amortization period, it does 

• not explain why the average unamortized balance 1s no 
·approprtate . Based on the level o f rate case expense that we 
found appropriate, whtch is discussed later 1n this Order , we 
find the appropr1ate average amounl of rate case expense to be 
i ncluded in working capi al o be $58,879. 
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d. Working Capital Allowance 

The utility ' s position is that, except for a reduclion in 
the cash balance resul i ng from a change in the amount of the 
accrued interest payable f o r 1990 because the advance from the 
sha reholder was conver ed to paid-i n capita l as of January 1, 
1990, the appropriate amount of the working capita 1 a llo" .. ~nce 
should be $477,873. Public Counsel's posi t ion is that by 
adjusting the cash balance and removing deferred rate case 
expense , a negative wo rki ng rapitdl is produced. However, 
Public Counsel supports a zero working capital allowance . 

Schedule A- 21 of t he MFRs is t he utility's calculation of 
t he working capital allowance using the projected 1990 balance 
s heet . wu believe that several adjustments are appropriate . 

First, we will adjust the assets and liabilit ies to 
reflect the average amount f or 1990. The utility ' s explanation 

I 

of Schedule A-21 states that the calculation is an average and I 
there is no explana tion o n the schedule why year-end s ho uld be 
used. Schedule A-22 oC t he MFRs reflects the balance s heet at 
Decembet 31 , 1989 and December 31, 1990. Thus , we have used 
this schedule to calculate the average ba lances . 

we have already discu ssed the cash adjustment we made . 
Receivables must be ad) usted to reflect the average. OthtH 
current assets was adjusted pursu an t to our decision r emoving 
prepaid loan costs. we have already discussed our adjustment 
for deferred rate case expense . 

Accounts payable h as been adjusted to re f lee the average 
balance. Accrued t axes must be adjusted to correct what 
appears to be an error. The balance s hown is Lhe balance o f 
customer deposits, which is the lin e above accrued taxes o n the 
balance s heet (Sc hedule A-23 , MFRs ) . The ba lance sheet shows 
$75 , 058 i n accrued taxes; t herefo re , we will substitute this 
amount for the $53 ,158. 

Since the advance from the shareholder has been converted 
to paid-in capital, t here will no lo-nger be interec;t accruing 
on the advance and accrued interest should be reduced to the 
interest o n customer deposi ts . All other interest appears to 
be paid as accrued. These adjustments result in a wo rking 
capital allowance of $58 , 840 . We will use the allocation I 
methodolog y betwee n water and wastewater used by t he utility as 
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it appea r s appro priate. Thus, we find the appropriate working 
capi tal allowance t o be $ 24,498 for the water s ystem a nd 
$ 34, 342 for the wastewa ter system, f o r a t otal o f $ 58 , 840. 

Rate Base 

Based o n the adjustment s discu ssed above, we find that the 
appro priate test year rate base for the water system i s 
$1,737 , 323 and for t he wa stewate r s ystem is $1, 834 , 213 . The 
schedules of water and wa stewa ter rate base are attache d a s 
Schedule Nos . 1-A and 1-B . The schedule of adjustments to rate 
ba~e is attached as Schedule No . 1-C . 

COST OF CAPITAL 

~thetical Capital Structure 

MFR Schedule D-2 s hows t he base year h istorical capital 
struc ture a nd the adjustments to reach the requested capi tal 
struc t.ur c . Co lumn 2 is the base year capital structure and 
reflects ove r $ 2 million in negati ve r etained earnings . The 
debt po rtion of the capita l structure consists of vari able rate 
bo rrowings , i ncludi ng a mortgage and advances from t he sole 
shareho lder . Whe n fili ng the rate case , t he u tility chose to 
use a hypothetical capital s truc t ure wi t h an 11 . 49 pc rcen~ 

ove r al l cost of capital. The utilily co nsidered the fact that 
1 t wa s 1 o s i n g a s i g n i f i c a n t a moun t o f mo ne y a n d yet had a n 
outs tanding debt with its bank at 1/2 percent o ver pr1 mc . 
Utility wi t ness Dunn testi fied that thi s wa s not a reasondblc 
estimation of the utility · s Ability to bor r ow money as not many 
companies that lose over $ 2.5 mi ll ion dollars i n 2 l/2 years 
are able to borrow at 1/2 percen over prime. Therefo r e, the 
u ti lity believed that an adJustment s hould be made to reflect a 
r e alistic capital s ructure. 

However , as Mr . Dunn introduced hi s testimn ny , he stated 
that he was c hang ing his prefi led testimony . 11r Dunn stated 
that t he utility had conver ted the advances to pa1d-in cap1tal 
in t he f o rm o f stock a nd , t herefote , it s ho uld be t reated as 
equity i n the cost o f capital ca lculati o n. He further 
testified tha t ut " lizing the converted advances and t he pro 
forma debt , the revised cost of capital t he utility is 
r equest ing is 11.91 percent, o r approximately l/ 2 percen t 
h1gher t han originally requested. 

/99 
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Upon consideration, we believe that the revised testtmony, 
along with other references to he ''tevised'' cost of capi tal, 
indtcates that the utility no longer supports the use of the 
hypothetical capital structure, but has reverted to the actual 
cap1tal structure as revised. We agree that the revtsed, 
historical numbers should be used. we do not bel1eve that th~ 
evidence is persuasive to determine capital costs for capital 
which does not e x ist. The actual , projected numbers s hould be 
used . 

While Public Counsel argues that only the debt and equity 
should be pro rata reduced to reconcile to rate base, there is 
no evidence in the record to support this position. In fact , 
the mechanics of reconciltng the capital structure to rate base 
were not discussed at the heaClnq. Therefore, we have 
reconciled the ent1re capital structure to rate base as a 
reasonable manner of reconcilia tion. 

h2.!!g-term Debt 

Schedule D-1 of the MFRs shows a projected amount O L 

lon<J-term debt, reduced so that total debt is 60 percent . 
Based on our decision rejecting the hypo hettcal tdpltdl 
s tucture , we have used tho base year debt, as adjus ed for the 
f"'ro forma debt , instead of the hypothetical amount. 

In det~rmin1ng the amount of debt to use, w~ revtewcd 
Schedule D-6 of the totFRs which s hows tht! various issues of 
debt. Item 2 o n this schedule is a mortgage dated Janua1y 17, 
1984. The schedule s hows that the debt is being paid in the 
amount ot $400,000 each year. Th1s resul s in pro)ected 
balances at December 31, 1989 and 1990 of $2,400,000 and 
$2,000,000. Item 3 ·on this schedul~ is tht projected debt for 
the projected plant add1t1ons . Beca use we have excluded the 
projected wastewater plant add1tion from rate base. the related 
debt should also be excluded from the capital s' tucture. 
Therefore, o n ly $1,1 29 .800 of the pro)ected debt should be 
included. Adding this amoun to the average balance o f the 
1984 mortgage results in an average balance of debt of 
$3,3 29,800 . 

ThlS same schedule shows debt issue costs of $37,625 at 
December 31 , 1988 . This is being amortized i n t he amount of 
$5,375 each year. This results i n a pro)ected balance at 
December 31, 1989 and 1990 of $3 2 , 250 and $ 26 ,87 5 , 
cespec l'lely, foe an average balance of $ 29 , 563. The utl11ty 

I 
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also projected debt issue cos s for the projected debt 1n an 

amount simila r to the 1984 mortgage. Since we have excluded 

the debt related to the wastewater plant add1lion , we also will 

exclude the debt 1ssuc costs related to hal debt . We have 

Col lculaled th<.' debt issu costs related to t he water debt as 

$1 5,18J. . Adding th1s o he 198: debt is s ue costs resu l ts in 

an average balance of debt costs o f $44,745. Acco rdingly, the 

r esulting net debt of $ 3,285 , 055 s hou ld be included in t he 

cap ital structure . 

The utili y calculates a debt cost of 10.42 percent o n 

Schedule D-6 ot its MFRs. Th1s ca lculatio n Includes the actual 

dPbt interest paid during the base year and the amortization of 

the debt issue costs. We f1nd this methodology reasonable and 

we herefo r e a cepl th• tong-term debt cost of 10 . 42 percent. 

Shareholder Advance 

At DecembPr 31 , 1988, the ut1lity had $ 3 , 591,630 

shareholde t advt~nccs dCCOrdJng t:o its t1fRs. During 1989, 

shareholder made an addi ional $ 643,200 in advances . 

previously di~cuss~d, h' uttlity revised 1ts testimony 

slate that the advances should be reclassifi~d as ~1u1ty as 

util1ty convct ed the debt to paid-in capi 11 in Lhe t orm 

stock. The conversion 01 ht.. debt was mad., on January 

1190. Prior to that lim , the uti ltly accrued tnteresl on 

debt at the tedetal m1n1mum rate allowed by the IRS . 

accrued interest was pa1d through December 31, 1989. 

in 
the 

As 
to 
h) 
of 
2 , 

lhe 
T he 

Utility witness Cass1dy testified that tt is not unusual 

for the ..,hareholder o make such a convers1on . Tw1ce each 

yPar , the shatehold'r review_, hi s position in t he various 

co rpo r at1on s and wh re it does no t ma ke sense to leave the 

advance as dehl, becJuse 1l is not making money, the decJslon 

is made to capi alt7.e th"' amount. He furthet estified tha 

such a dec1sion has b" n made p revi o usly and is done f o r lax 

purposes. Nothing was diSCussed regarding he ,... aiUniSS l On 

con sequences and nei her the u ility's attorney not utility 

wttness Dunn wete I tlVOlvPd in the decision. Further , t4r. 

CaSSldy .submlllcd fx tll bl 27 as proof that the aavat.ce was 

converted. Exhibtl 27 u. he unan1mous writt~n con sent of the 

sole director to conv~rt h~ balance to paid-in cap ital. 

We beli .. v• that. he u ili y has supported its revised 

oosit1on that the .dv.ulcPs should no lonq~r be constdered 

dPbt . Thetefort!, ll' tJmounL of advances to be included tn he 

3~"'_ 



302 

ORDER NO. 22844 
DOCKET NO. 890360- WS 
PAGE 24 

cap1Lal st ructure should be zero. T herefore , the historical 
1988 balance o f $ 3 , 591,630 plus the additional advances made in 
1989 o f $643,200 s hould be LransfcrLed to equi t y. 

Schedule D-7 oC t h e MFRs shows an average 1988 balance of 
c ustome r deposits of $42,871. The ut i li y has shown 
e x traordinary growth throughout its initial y ears of 
operati on. However, the utility h as not projected any change 
1n the level o f its customer deposits . A f ootnote to Schedule 
0-7 states that the average balance is assumed to remai n 
constant through 1990. We do not believe this is accurate . 
The level s hould be increased to, at leas t, slightly more t h an 
t he av erage bc1lance Cor 1988 . 

The refund o f deposits generally depends on t he time a 
cu~ tomer is connected to the s y s t em and t he payment history of 

I 

t he customer. However. the reco rd i s devoid o f such I 
i nfo r mation. Since we do not know how many refunds the utili t y 
will be makinq in 1989 and 1990, w~ believe it logical to 
presume that t he amount o f refunds wi ll increase as the 
customer base tncreases . Accordingly , we bel ieve Lhal the 
yedr-end amount of custome r depos i ts may approxi mate the 
1v etage f uture balance oC deposits . However , because we are 
1ncreasing the amount of t h e custome r ~eposit, we will increase 
t he l evel of customer deposits to reflect the higher deposit . 
Thi s results in dn tncrease in the year-end amount o f $ 10 ,860 , 
for an adjusted balance of $ 64 ,018. Th is adjustmen is the 
$60 . 00 increase in t he deposit multip l ied by t he number of 
expected customers to connect aL t he higher amount. 

The utility calculated a 3 . 23 percent effective i n te r est 
rate for customer d~posi ts in its MFRs. This is ca lcula ted o n 
an average balance o f deposits . One r eason it is so low is 
t hat the utll1ty is exper;enci ng high tu rno ver . n its 
depos1 s . Uttlity wttness Dunn t esltfied t ha t wheu c1 bu1lder 
gets a builder' s me e r to build a house , he pays a aeposit; 30 
day s later he ge s ht s depost back and chen the ultimate 
c ustome r pays t h\! deposit. Witness Dunn recommended u ~ ing t he 
8 percent i n tc>rest rate for custome r deposits . Aft-er 
con s tderinq the evidence t hat t he utility is continuing to 
expertencc high growth, and will con ti nue to have the same 
p r act1ce of builde r s · dcposttJ " rolli ng o ver " into c ustomer I 
depos1 s . we belteve that he 3 . 23 percent effective rate is 
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most repre~entative. Theretore, 
level of customer depost s 1s 
i nterest rate of 3.23 percen . 

RC' urn o n Egu 1 t:_y 

we find that the appropnate 
$64,018, with an effective 

Schedule D-1 of the Mi'Rs includes a 14 . 35 percent retutn 
o n equity. Utility witness Dunn testified that the 14.35 
percent was based on the leverage graph used by the Commission 
at the time of filing the rae case. However, he was aware 
that a new leverage graph has been issued which supersedes the 
previou:s one. The new levetage graph was issued in Commission 
Order No . 21775 o n August 23, 1989. 

We belleve it 1s appropnate t o .J~e the current leverage 
graph when calcu1at1ng rc urn o n equity since rates are set o n 
a prospective basis and the current leverage graph wollld be 
more representative of the time durtng which the nPw rates 
would be in effect . We have conststent1y applied a range o f 
o ne percent o n e1ther sJde of the re turn as a range o f 
reaso nableness in which a uL1liLy can operate. Accordi ngly, we 
find the appropriate return on quity to be 13.95, with a range 
of 12 . 95 percent to 14 . 95 percen 

Public Counsel argues in hi s brt f that a Lwo percent 
penally should be imposed o n the return on equ1ty fot Lhc 
" s ubs tandard quality o f servtce " and the "last m1nute 
manipulation of the filing". There is no testtmony in the 
reco rd regarding a penally o n the cetutn o n equity . It has 
been Comm1ssion prac tee in past cas~s to penalize a u tltly-'s 
return o n equity for poor quality of serv1ce . However, we have 
found the quality o f serv1ce to be satisfactory. we b~ lieve tl 
i s more appropriate t o review rate case expense to address any 
inadequacies in the filing. Th refo te, we do no be .. ieve it 
appropriate to penaltze Lhe return o n equi~y for these item • . 

Overall Cost of Ca ttal 

Based o n Lhe ad)us men ~ di scussed above, we f~nd th t he 
appropr tale overa 11 cost o t cap t a I s hould be detetmined by 
u ~ inq Lhe utt.lity' s adJusted, projec ed capttal s tructure a nd 
by r econc iltng each tlem o n a pro r ata bas is. Thi s results 111 
an overall cost o f capt al o f Ll . 62 percent, with a range of 
11.25 percent to 11.98 percen, rathe r than the 11. 9 1 percent 
scught by he utlltly af er hP adva nces from the s hat e ho lder 
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were convcr ed tn patd-in capttal. The schedule of capital 
structure ts shown on Schedule No. 2-A, wtth the adJustments to 
Lhe captlal structure shown on Schedule No. 2-B . 

NET OPERATING INCOME 

Pro ·ected Tes Year Revenues Before Any Incre~ 

We establish the level of projected test year revenues as 
a starting point for the constructed income statem~nt. This is 
necessary in order Lo accurately ref lect the amount of any 
increase thal is granted . It has no effect on the final 
revenue requirement nor final rates. 

We made the appropriate adjustment s Lo lhe 1988 hi sto ri cal 
base year btlling analysts and used lhe minimum gallonage 
allowance a nd excess gallonage ratios developed to calculate 
Lhe revenues for t he 1990 projected test yeat. These ace 
revenues t hal would be generated under t he present rates before 
any increase has been granted. 

During cross - examination , utility witnP.ss Dunn agreed 
applying the pr~sent rates to the proJ~cted 1990 tes L 
btlling would be the correct methodo logy to devel o p the 
r eat revenues before any increa;se is granted . He slated 
was esse ntially what the utility did. 

that 
year 
Les l 
that 

The utlltty' s pro jected constructed income statement water 
revenue o f $398,771 is reasonably close t o our calculation o f 
$395,022. The uti l ity's pro jec ed construe ed i ncome statement 
s hows wastewat r revenue of $559 ,1 76 while we have calculated 
the amount l o be $572 ,393. Our calculatio n is supported by 
Schedule E- 2, page 9 of 24 , of the utility's MFRs. This page 
reflects tha during the 1988 base year, the utllity re ndered 
10,023 bills and he revenue which would be generated was 
$243 ,834. Thi s equates to an average wastewaLPr b1ll o f 
$24. 33 . When Lhis average is mult iplied by the 23,628 bills 
for the 1990 pro jected test yeaL, t he total is $574 , 869, which 
is reasonably clo se Lo our calcula 10n o f $572,393. 

According 1 y, we ~ i nd 
year revenues before any 
$572 , 393 for wastewater. 

the appropriate pro jected 1990 test 
increase are $ 395,022 for water and 

I 

I 

I 
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Expens~rQjections 

The uli 1 i ty has projected expenses for 1990 based on the 
historical expenses in 1988. The base year expenses we r e 
broken into three categories: salaries, variable expenses and 
fixed expenses. Salanes were increased for a 5 percent per 
year cost of living increase and an additional operator at 
$25,000. The variable expenses were increased using the 
percentage increase expected for customer growth . The fixed 
expenses remained constant except for the additi o n o f rate case 
expense. 

we beli ve that the projections used by the ulility are 
correct. We have made several adjustments based on specific 
items in the base year t ha t we bel if"'ve are incorrect, but other 
than these specific adjustments, we believe the proJections are 
c-orrect. Public Counsel argues that the expense projections 
arc overstated and unsupported. However, we believe t he record 
s hows otherwise. The utility's MFRs provide historical 
consumption and billing data as well as the utility' s 
projections. ltJe have reviewed the projected c o nsumption dat a 
and 1t appears reasonable. Utility witness Corbitt testified 
that he c~mpared the actual 1989 consumption data to the 
pro jccL:•d 1989 consumplion data and was surprlsed at how close 
it. actually was. Upon considetati o n, we believe that the I-1FRs 
fully support the projections and that no further adjustment is 
necessary. 

Unaccoun ed-for - wa cr 

In its r·H·Rs , the utili t y sho.,.ts zero percent unaccounted 
for-water and 25 percent for o ther uses ; howevet, the utili y 

could not suppo r - this w1th any recotds. Utility witness 
Corbitt gave a llst of ot h(' r u ses w1thout any quantificati o n 
which includes : 

A. Hydrant flushing 
B. Sewer trea ment operations 
C. Dis r1bution line construct1o ns 
D. Cons ruct1on breaks by ·Southern Bell, Flot 1da Powet 

and L1ght dnd numerous subcontractors 
E . Theft by contractor's lawn companies and pool companies 
F. Maintenance o f water plant 
G. Emergency Donations 
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During cross-examination , Mr . Corbitt was asked if he 
could quantify any of the amounts used in each category. He 
was unable to . When asked how the uti 1 i t y came up with a 
figure cor other uses, witness Corbitt testified that the 
figure of 25 percent is a residual that is left after 
quantification of other items. Since there is no way to 
measure the other uses, the utility cannot really account ~.or 
25 percent of its water . 

Although we recognize that other uses such as hydrant 
flushing , sewer treatment operation , distributi o n line 
construction, and maintenance of •.tater plant occur, any 
unmetered water is considered unaccounted-for-water . We 
believe a 10 percent level of unaccounted-for-water is a 
reasonable amount to be 1ncurred by a well-run utility. Using 
10 percent resul sin annual gallonage of 31 million gallons 
which should be ample to cover the four uses previously 
enumerated . 

I 

The emergency dona ion is metered , thus it is not I 
unaccoun ed-for-water. However, it is too miniscule an amount 
to be considered ( .00008 percent). As for the other uses 
listed , such as construction breaks and theft , we believe the 
responsibility should rest with the utility to closely monitor 
a ny breaks or thefts by its subcontractors. The record shows 
that South Broward cannot account adequately for ils other 
uses. Since we will allow 10 percent as unaccounted-for-water, 
a level of 15 percent still remains , reptesenting the level of 
excessive unaccounted-for-water. 

While he utility bel1eves it has no excessive water 
losses because of its constant construction due to the rapid 
development of its ·certificated area, ~-1e believe the record 
shows otherwise. Therefore, we w1ll reduce operating and main
tenance expenses for the associ a ted costs o C put c hased power 
and chemicals by he 15 percent of excessive unaccnunted-for
water . This results in a reduction to purchased power of 
$9 , 182 and to chemicals of $6,909. further, we believe the 
utility should meter tts water uses tn the future. 

Excessive Infi ltrat ~ 

Public Counsel ra1ses the issue that no more than 10 
percent excessive tntiltralion should be allowed and associated I 
o petat ing expens~s ovet 10 percent should be removed. The 
utLlity lakes the positlon hat ils wastewater system does not 
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have excesstve inftllra 10n. There is no testimony on this 
issue. Upon considera i on, it appears there is no excessive 
infilttation and, thus. no adjustments are necessary. 

Non-Used_and Useful Plant Costs 

Schedules B-9 dnd B-10 o f the MFRs show the uti 'ity's 
calculation of the non-used and useful depreciation expense. 
We believe that these schedules must be adjusted to ret lect 
depreciation expense using Class B depreciation rates and the 
apptoprtate used and useful perce~lages . as prevtously 
discussed. Using these adjustments , depreciation expense 
should be reduced by $42,125 in the water system and $6,649 in 
the wastewater system. 

Schedule B-11 oC the MFRs details the adjustments to taxes 
other than 1ncome. Th1s schedule includes an adJustment to 
properly taxes for the projected plant additions. While we 
generally agree wi h the adjustment, some modillcattons are 
needed. In order to match future costs to future customers , we 
find il appropoa e to reduce thC; ptoperly tax expense by that 
amount related lo the non- u sed and useful plant. This results 
in a reduct1on of $16, 237 Lo the water sys em and $ 885 to the 
wa stewater s y stem . 

Non-utiltty Expense 

Exhtbit 3 (#1 2) provides a d>lail of a miscellaneous 
expense in the amount of $86 9. This expense is included 1n 
both water and wastewate r expenses . The e xhibit shows tha he 
expense includes a penally tu the IRS for a late deposi · oC 
payroll taxes and a ftnl:! to the Broward County Enviro nmental 
Quality Con rol Board. Utility witnes!> Cassidy testified that 
these are not cecurr1ng expenses and should no t be incurred if 
a person is doing his or her job. He fur her tesl1fied that 
ratepayers should no pay for the utility ' s pc-11alties. We 
agree. Accord1ngly, $869 should be removed fru1 1 bo th the water 
and wastewater expenses . 

Settlement o t · Vt ola ion 

Page 228 of Schedule 0 o f the MFRs 1s a Not1ce or 
Settlement Aqreemen hal relates to a Cine in he amount of 
$170 tha he ut 1 l i y wa :;. c harged with by the Browatd County 
Environmental Quali y Con rol Board . When asKed if hts '"'as a 
recurrtnq expense, u tltty witness Lorb i L stated that it does 
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not happen e ve L y mo n th, but it has happened mo rc than o nce . 
Consistent w1th our dec1sion r ega rding the penalty payment . we 
bclteve that the ra epaye r s s hould not pay for the utllity·s 
ftnes. Therefore, $ 170 should be remo ved from wastewater 
e xpe nses. 

Rate Case Ex ~ 

The MFRs include otal estimated r ate case expense of 
$1 33 , 200. (Schedule B-6a) The schedule further breaks down 
t he total as $ 50 ,000 1n rate/accounting ~onsultant fees. $ 5 ,000 
in consulting expenses . $75,000 in legal fees and $ 3 ,200 in 
l egal expe~ses . The utility's brief states that , based o n 
Exhibit s 10, 11 and 22 , $1 94, 3 00 tn rate case expense s ho uld be 
allowed . Our review of Exhib1Ls 1, 10 , 11 and 22 s ho ws a t ota l 
o f $18 6 , 246, and W(; are unable to reconcile the e xhibit s to the 
br1eL Exhibit 22C shows a range o f estimated hou r s for the 
law firm to complete he case, but does not include any d o llar 
estimates . Thu s , there is not enough detai 1 in the reco td to 
t ncl ude these ho urs 1n r ate case expensP . 

The utllily listed numerous factors contributing to the 
e xcess of c;c ual ra te case expenst.. compated t o he initia l 
estimates. South Broward points out that this is its first 
rate case and 1Ls fit s l application for service availabi lity 
c harges. Thts rate case 1s also based o n a proj ected test year 
and requ1 r1~d the filing o f numerous schedules for the 
histo rical and projected test year. Fur her, t he ra e increase 
a l so i nvolves c1 change n the rate structure . Tht.. current rate 
struc ure i ncludes a mt nimum ga l l o n u sage i n the ba se charge 
1nd the t equested rates are t he b ase facility c harge rate 
s tructure . The utll1ty wa s aware o f these factors at the t i.ne 
o f the est1ma cs , herefore , these factors do not necessaril y 
explain the u nder - eslima e for the e xpense . However, we agree 
that these fac o r s con tri bu te to rate case expense being higher 
than what might be e x pected . 

South Broward further suppor s its rate c ase e x pense by 
arguing that while h ~ uti I i t y is a Class C ut1 l 1 y, se ver a 1 
issuE's were recalculated at S aft request ba-sed n a Class B 
ultllty level. we believe s u c h recalcula ions were Jppropriate 
s1 nce South Broward ts not a small Class C ut1lily. fhe 
utility has projec ed approximately 2 ,200 water c ustome r s fo r 
t he end o t 1990 . The proJected r evenues for 1990, assumtng no 
rat e increase , are $ 395 , 022 for water and $572,393 for 

I 

I 

I 
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was ewater . These revenues place the utility solldly into a 
Class B tev'l. Therefore, it 1s not unteasonabl o expect 
th1s ut1l1 y to prov1de informatton required of Class B 
utilities and 1ncur rate case expense similar to other Class B 
ut1 11 Lies. 

Wh ile we agree that the utility's arguments justify some 
rate case e x pense higher tha n average, we further bel1eve that 
the evidence supports our decision t hat rate case expense 
should be less t han what the util ity actually spent . Our 
reasons for reducing rate case expense relate to the deficient 
r-1FR s, the expert testimony, the amount of attorney hours spent 
on the case, and miscellaneous items such as t he filing fee. 

a . Def tc i e'l.L_F_il i n_g 

Exhibit 4 1s a letter from Staft dated June 19, 1989, 
whi ch lists forty deficiencies in the MfRs of this utility. 
Review of th1s letter indicates deficiencies ranging from 
om1ssion of account numbers for each adjustment to omission of 
Schedule J, chemical projections through 1990, and omission of 
the btlling anal yses . We believe that the t1me and work 
involved 1n correct1ng t hese deficiencies resulted 1n 
significant rate case e x pense. I( the additional rate case 
expense is a prudent and reasonable expense which the utility 
was requi red to incur as part of the process to increase rat~~. 

we would agre with th' utility hat the total expense should 
be included in rates . However , we believ hat the utility did 
not do all 1t could have done to keep ra e case expense down . 

Utility witness Corb1Lt stat'd tha he always considets 
costs when he makes decisions c1nd cons1ders such factors as 
whether the consultan s are competent and could represent South 
Broward well and ge the job done. However, further 
questi o n1ng revealed several factots which he utillty did not 
constder. The u 1lily dicJ not con~ider the numbe o t recent 
rate cases the firms had been i nvolved :n before tht s 
Commission . The uti l1ly was not aware of this i'lformation, nor 
did the utili y request ht s information from its consultants . 
Ut1lity witness Dunn adm1t ed that there 1s d leatn1ng process 
t nvolved 1n fil1ng rae cases. He further sta ed th t the firm 
spent a fau amount ot ime trytng to leatn the process and 
traveled to Talla ha ssee to talk w1th Staff before s ubmitting 
the MFRs . Futther tt appears tha the uliltty did not rece1ve 
an engagement letter . u 1lity w1 ness Dunn ..>tated that there 
1sually is 3n engagement letter o r contract. 
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We believe that any costs assoc1ated with the learning 
process are unreasonable for the ratepayers to absorb. These 
costs could have been avoided by the utility by choosing a f1rm 
famlliar w1th the rate case process or by the utility r efusing 
to pay for the firm to learn the process . Wi tncss Dunn 
testified that the accounting consulting firm did not bill f or 
a ll of the time dedicated to the rate case, nor does the firm 
tntend to bi 11 for all o f the time . Exhibits 1C and 11 show 
total accounting fees through January 31, 1990 to be $104 , 710. 
However, the exhib1ts also show $ 30 ,981 o f the t o al was not 
billed to South Broward. Th1s represent-s r oughly 300 hours of 
the 994 total hours . This appears to be a reasonable amoun t 
related to the learning process . However , we a re stlll 
concerned with the cost t o prepare the initial filing when 
Exhibit 4 shows the f1l1ng to be so deficien t . 

The 1nitlal f1ling was submitted on June 5 , 1989 and he 
subsequent filing wa s submitted on August 15, 1989. lL appears 

I 

that it took approximately two months t o correct the I 
deficiencies. Utility witness Corbitt testified that he 
believed there were some honest differences of o p in1on 
regarding the filing r equirements . Utllity witness Dunn also 
tes tifi ed that there was a misund~rstanding in ho w to file 
separa e schedules for the ba se year and projected year. 
However, the sta nda rd schedules, which the utility completerl, 
include instructions to provid~ h1 sto 1 ic and projected 
schedules . Thu s , we find that the portion o t rate case expense 
at ribu able to correcting the def1ctencies s hou ld not be borne 
by the ratepa ye rs . Exhibit 9 shows that the accounting firm 
s pe nt approximately 748 hou r s on the preparation of MFRs and 
response t o Staff ' s r equest to supplement MF'Rs. Exhibit 10 
s hows that they wor ked ~0? hours o n the in1tial filing, rough ly 
220 of which were not billed . T h is ledves appcox1mately 346 
hours for the s<>cond fi ling. We believe this amount should be 
removed from rate case expense . As Exhibtt 11 s ho ws tha 
roughly 80 hout s after the ini tial f1 ling were no b illed tht• 
adj ustment s ho u ld be for the remai ning 226 hours at r ough ly 
$109 per hour. Thts results i n a reduction t:o rate case 
expense o f $ 28,994. 

Unfortuna ely, t he de a1 l related to the attorney's fees 
c nnot be speciticall y correlated to particular tas k s . 
However, Exh1b1t 22 estimates the amount of t ime and costs 
attr ibut able to cer ain tasks with a c ut -o ff point of Ju ne 15 , I 
1189. The breakdown is not su d icu.~ n L to determine how much 
t1me was spent on t he second f1ling . However, because the 
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defictencies weLe so substant1al, we believe it appropria e for 
the legal costs related to the first filing to be substituted 
as an estimate of the cost for the second filing. Therefore, 
we will reduce rate case expense further by $1 3,200 in 
Jltorney's fees. This is : he amount shown on Exhibit 22A 
re lated to preparation of the MFRs. 

b. ExpPrt Testimony 

In its brief, Public Counsel challenges the utility's 
decis ion to hire outs1de consultants for expert testimony on 
used and useful and tax issues. While the utility argued that 
Mr . Dunn is knowledgeable and expertenced in rate cases and his 
experience is sufficient for his test1mony regarding he used 
and useful calculations, the Con:"ll .. sion ruled him incompetent 
to test1fy on used and useful and struck certain parts of hi s 
testimony. In our ruling, we noted that the president of the 
utillty, who 1s an engineer by Lrain1ng and education, aid not 
adopt a portion of the stricken calculations. We th1nk that it 
is appropriate for an engineer t o teslify to used and useful 
1ssues. The utility al so hi red witness Brimberry, who is an 
engineer, but did no t have him address the used and useful 
1ssues. Since the utility president is an eng1neer and 
prefi led testjmony in this proceeding, it makes sense Lha he 
wo uld have been the approptiate person to testify to Lhe~e 

1ssues , not onl y because o f his expertise, but becau se of Lhe 
expense savings . 

Public Counsel also argues that Mt. Dunn staleo that hl' 
was not a tax e xpert and that he h ad nothing to do with taxes. 
Mr. Dunn argues that he understands how income ta xes a(fect 
this rale case. Whil e Mr . Dunn admitted that if a clien came 
to his firm requesting tax planning, he would not be the person 
to see, but out of all of the firm ' s off1ces, if anyone had a 
question regarding water anrl wastewa er rate cases, h~ wou ld be 
the o ne to see. We might be persuaded by Mr. '1uto~t ' s argument 
1f the utility did not have the in-house exp~rtise of an 
i ndividual who was employed by Lhe IRS for hirty years. Mr. 
Cassidy is the chief accounting o fficer for t-1odc , Inc., a 
related company, and t sL1fied t hat he ass1sted the utllily's 
CPA firm in the preparati-on of the federal and s ale income Lax 
retu rns. We believe that Mr. Cassidy has more expertise tn 
this area than Mr. Dunn and Lhe utility would have saved a 
considerable expense if Me. Cassidy had testified Lo the ax 
issues. 

311 
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There is not sufficient detail in the record to determine 
how much of the rate case expense is attributable to Mr. Dunn's 
testimony on these two areas. Therefore, we believe that it is 
reasonable to determine a percentage based on the number of 
pages i n lhe MFRs sponsored by Mr. Dunn compared to the number 
of pages related to t he tax issues and the used and useful 
calculation. Mr . Dunn sponsored 158 pages of testimony , with 
11 being related to the tax and used and useful issues. This 
results in 6 . 962 percent. Applyi ng this percentage to the 
adjusted accounting/rate consulting fees of $46,735 ( $73 , 729 
less $28,994) , results in an adjustment of $ 3 , 254. We find it 
appropriate to remove this amounl from rate case e x pense. 

c. Attorney s' Hours 

In our revtew of Exhibit 22, we have found several entries 
which appear to have an unusually high number of hours for the 
task involved . The first item is on page 1 of 8 in Exhibit 

I 

7~8 . One section of this item states that the atto r neys I 
rev1ewed lhe ordinances of several municipalities and tartffs 
and serv1ce availabili y poltctes o f several utility 
compan ies. We do nol understand what the purpose o f this task 
might be . It is apparent from the testimony of the customPrs 
that the utili y did not design its ra tes to be sinnlar o 
hose in the surrounding area . Therefore, we see no 

JUStification for this task . Considering the olher tasks 
involved and lhe houts involved , we estimale lhal the s1x hours 
that the secondary attorney worked represents thv hours for 
review of the ordinances. Therefo re, we ftnd it appropriate lo 
reduce rate case expense by $510. 

The second item of concern is on page 5 o f the same 
exhibit . This item, in part, stales " preparati on for and 
attendance al Prehearing Conference , i ncluding review of 
guaranteed revenue provisions con tained in developer agreements 
and tariffs ; and anal y sis of 48 issues raised by Corrmission 
staff and 20 issues raised by Pub l ic Counsel " As tne 
preheari ng officer staled at lhe heari ng, when she arrived al 
the preheartno conference she was told Lhat the part1es needed 
time to go through the issues and finisR posttio~s and issues. 
There is no t: '<planaLion of whal was dorre tn those 36 houts 
claimed by the util;ly when it did not appear to have read 
through the issues, mu ch less completed its posit ions o n those 
issues in time for the preheaong conference we believe that I 
a mintmum of one-fourth of these hours s ho uld be removed. Page 
1 of the schedule states that the rates range from $8 5 to 
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$175 . We will apply the h igh rate t o the primary atto rne y 's 
hours and the l ow rate to the seconda ry atto rney' s hours . Thi s 
results in a reducti o n to r ate case e xpe nse of $1, 148. 

The third item of concern i s o n page si x o f t he exhibit. 
The item, in part , states " preparati o n and filing o f p .. ehearing 
statement; includi ng detc rminat~on of outs tanding issues." 
Th1s 1tem lists 17 hours. The utility's pre heari ng statement 
onl y had eight issues. we do not believe that a pr~hearing 

statement of that length should requ ire 17 ho urs o f wo rk and we 
will reduce these hou r s by o ne- t hird. This results in a 
reduction of rate case e xpense of $ 632. 

The f our t h 1tem of c oncern 1s also o n p age 6 of the 
exhibit. The 1Lem states "preparation and filing o f rebuttal 
test1mony f o r Mr. Ronald E. Corbitt , Jr., rebut ti ng position s 
of the testimony of Mr. Marlin Weigd .. d which wa s submitted o n 
behalf of the staff ." Th1s item i ncludes 7 hou r s . The 
tes+-imony submitted is t hree pages long. We do no believe 
that it s hou ld have taken 7 hou t s to prepa re t h e tebu ttal 
tcst1mony and we wi 11 reduce those hours by half. This results 
in a r educti on to rate case expense of $213. 

Th se four 1t~rns total a reducti o n in rate case expense, 
wl11ch we find to be app r opriate, of $2,503. 

d. Mi scellaneous AQju~ments 

Our revi~w o~ the record indicates several misce llaneous 
adjustments that mus be made: he Clling ree, duplication of 
the attorneys ' hours, and the overall dtfCiculty in reviewing 
the rate case expense . First, thr filing fee appears to be 
accounted for tw1ce· tn the r.Jte case expense total. Exhibit 
220 lists t he mi scella neous expens~ wh ich t he l ega l fi r m 
incurred o n behalf of South Broward. The $4, 500 fili ng fee is 
llsted Ln this schedule . Then, in Exhibit 3 , the fi l 1ng fee 1s 
also l isted as a payment to the Flo rida Public S~rvice 

Commission . we wtll correct t his erro r by reducin~ ta te case 
expense by $4, 500. 

We a rc concerned that there were two atto rney5 i nvolved i n 
this case. We do not bel1eve t ha t it is appropriate t or t he 
r a t epayers to abso rb any costs related t o the dupli ca ti o n of 
tasks . However , the exhibits do not provide sufficient detail 
to determine 1t here has been :Jny dup li cation of work. This 
ma t te r was pursued a the hea!lng ind Mr. Corbitt was asked if 

31 3 
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the two attorneys atlended each of the meetings with the 
utility. Mr. Corbitt stated that he did not believe that the 
secondary attorney had ever been to South Broward until he had 
come down for the hearing. This is reassuring to some extent ; 
however, review of Exhibil 22 indicates numerous meetings in 
which it appears that bolh attorneys a tended. While it is not 
unusual for one attorney to do research while the other 
attorney does most of the presentation, we do not believe it is 
necessary for both attorneys to have attended all preliminary 
meetings and the hearing. Exhibil 22 reflects t he following 
meetings where both attorneys appear to hav e attended : audit 
e xi t conference, informal discovery (December 11), first 
preliminary prehearing conference (November 1), second 
prelimina ry prehearing conference (January 8), preheating 
conference (January 12) and the two-day hearing. It appears 
that eight hours were estimated for ~ Lendance at each of these 
meetings. While t he exhibil does not indicate any particular 
duplication of tasks, neither does it delineate why both 
attorneys had to attend. Witho u any justification in the 
record, we do not believe that it is reaso nable to allow the 
expense of t wo attorneys at the five meet ings and the hearing. 
The record does not show t hat both attorneys participated in 
the questioning of the witnesses, nor did we observe ac te 
consultation belween the attorn:oys during the hearing. 
Therefore , we find it appropriate to reduce ra te case expense 
~Y the cost of the eighl hours for the five meetings , plus the 
estimated time at the hearing and the associated travel 
expenses. Exhibit 22 indicates thal the hourly charge for the 
atto rneys ranged from $8 5 to $175. We will apply the $85 
hourly rate to the calculated 56 hours. Exhibit 22 also shows 
miscellaneous expenses for these trips of $852 . 71, and half of 
t his amount ($427) will be removed. Therefore, the total for 
this adjustment is $6,037. 

One last item that we wi l l adchess is the difficulty in 
reviewing rate case expense . Our Staff se r ved interrog.1 tories 
o n the utili t y request1ng information showing de~a il ed rate 
case expense. The following specific i nfo rmation was requested 
(Ex 3) : date paid , check number, i ndi vidual amount pai.d, payee 
firm or vendor , name o f person perfotming the work, basis of 
charge , Lime period covered , specific work performed and 
misce llaneous expense~ incurred. The responses did not contain 
sufficient detail to review the rates being charged and the 
hours spent o n vario us tasks by the various consultants, which 
is an analysis performed in all rate cases. Our Staff informs 
us that the need for this informat1on was also discussed at the 

I 
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pre11minary meetings it held with the utllity. Without this 
informat1on, we are unabl£' t o make an accurcJte de tc>t rni nalion o f 
the prudence of the rates, hours and tasks . In Meadowbrook 
Utility Systems, I nc . v. the Florida Pul?...lic Service Commission 
518 So . 2d 326 (Fla . 1st DCA 1987), the Court stalecl that " an 
automatic a ward of rate case e x pense i n every case without 
reference to the prudence o f the costs incurred in t he rat e 
case proceedings, clearly would constitute an abuse of 
discretion We recognize that utility witness Corbitt 
testified that he did not have delai led info rmat1on o n the 
invoices and utility witness Dunn also testified that the 
accounli ng consu 1 ants c harge a 11 the wo rk to one project code 
and are unable to break o ut the time spent on major functions. 
The record is clear that the rate case detdil maintained in 
t hi s case is i nsufficient. Upon consideration, we find it 
appropriate Lo reduce rate case expmse by $10 , 000 to r eflect 
t he overall insuffic1ent detail of the accounting and legal 
fees imprudently accepted by the utility . 

Ou r dec1sions result in a reduction of rate case e xpense 
from t h e $ 194,300 shown 1n the utility ' s brief to $117,758. 

Rate Case Amo rtizat1on Peri od 

The utility has reques ted that rate cas expense be 
amorli~ed over a three-year period. Utility witn ss Dunn 
slates t hat the new statute setting forth a four-year 
amo rtization period does not apply to t h is appltcation as the 
statute became effective after the appl1cali o n was filed . He 
further teslifi d that i is likely that at the end of the 
th r ee year period, South Broward will need to file for another 
rate adj ustment. However, utility wit ness Cotbitl estified 
t h at t he utility ma y not need to come in again in three years, 
but because t he y are asking fo r r a es to be phased in over 
t h ree years, it is appropt iale to match t he amortization of 
rate case e x pense o the three years. 

We agree that t he provis 1o ns o f Secuon 367.0816, Fl o rida 
Statutes, do not apply since this case was initiated prio r to 
t he effective da e o t the new sectton. However, we belleve 
t hat rate case expense should be amortized ove r r o ur years . At 
t he heanng, we took nottce of our Orders Nos . 13366 and 20063, 
which state that Comm t sston policy is to amortu~e rate case 
e x pense over four years. Witness Corb1tt also testif1ed that 
he expects the ut1l1Ly to file fo r indexes and pass-throughs in 
the fu ure. Using the ullllty ' s argume n t , if the utiltty had 
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rates implemen ed all at once, the amortization penod should 
be one y ear . The ut1l1ty has not submttted persuasive evidence 
to dev1ate from Comm1ssion policy . Therefore, rate case 
e xpense will be amorttzed over four years. 

Substantiation of 0 erating Expenses 

Public Counsel argues that because the base year expense'" 
are incorrect, the pro)ected expenses cannot be correct. 
Utility witness Cass1dy testified that certain expenses were 
not properly allocated and utility witn ss Dunn testified that 
ce rtain closing adjustments had not been made. ~~hlle Public 
Counsel believes that these errors resull in materially Clawed 
projected expenses, our review indicates tha the errors are 
not so mater1at that they undermine the tntegri y o f the case . 
We believe 'hat the adjustments we have made in this case 
cor rect the errors and result .n reasonable, projected 
opera ing exp nses. Schedule No. 4 lists the operati ng 

I 

expenses by account number and shows the adjusled balances. by I 
account. We thus find that the appropriate opera ton and 
mai ntenance expense for the waler system is $291, 296 and Cor 
t he wastewater syslem ts $300,230. 

DeQreciation Expense 

Schedules B-1 and B-2 of the M~Rs show a pr o Jected 
ueprectation expense of $ 243 ,831 and $1 S3,749 for wa et and 
wastewater, respectively. We believe that the appropriate 
depreciation expense should be $82 , 227 and $ 68,105 Cor water 
and wastewater, respect1vely. The difference between the 
utility's expense and ours is primarily due to the use of Class 
B dep reciation rates and the u 5ed and useful adjustments 
previously dec1ded. · 

Public Counsel suppo rts the usc of Class B rates . 
Schedules B-9 and B-10 of the MFRs show base year d prec1ation 
of the wa er plant at $ 236 .76 2 and of the wastewa er p · ant at 
$146,479. These are calcu lated us1ng an accelerat d ta x rate 
of 6.6 percenl. The uttlt y should deprec1ate tts asses using 
C lass B deprectatton rates prescribed tn Rule ,5-30 .116, 
Flor1da Adm1n1 strativ• Codn . Ut1lity wttness Cas~ tdy l~st1Cied 

that the utllity ts considering Class 8 rates. Further, the 
utility's projected revenues for 1990 are in the Class B 
range. Assumi ng no rate increase, these revenues will be I 
$395,022 for wa er anc $ 572 , 393 for was ewater . (Schedules 8-l 
and B-2 OL he MFRs). Thu,, the depreciatton expense should be 
adjusted to reflect Class B depreciatton rates. 
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Schedules 8-9 and B-10 also include a column for 
calculallng the amount of depreciation expense reloted to the 
non-used and useful planL. Th1s column should be adjusted to 
reflect the used and usuful percentages prev1ously decided. 
These adjustments, combtned with those to adop Class 8 
dcprccia ion rates, result 1n an appropriate deprec1at1on 
expense of $82,277 for the water system and $68,105 for t"le 
wastewater s y stem. 

Schedule 8-11 of the 11FRs shows the total real estate and 
personal p r operty taxes, projected through 1990 , at $89,417. 
The column titled "other " is for the State I n tang1ble 1ax and 
shows $7,02Q for th1s tax. Utility witness Dunn testified that 
the supporting workpaper for the 1ntangible tax calculation 
conta1ncd some errors and the net effect of the errors is that 

he intangible ax amount for the tesl y ear is understated by 
$781. The utility' s calculation of the tax is $1 per $ 1 , 000 in 
lax basis . I n reviewing the calculation , we could not 
reconstruct an adjustment equal to t hat of Mr. Dunn' s . 
Howcv r , our rev1ew 1ndicates that a reduc i o n of $ 2 , 558 1s 
appropnate, wh1ch reflec s our decisi ons regard 1ng CIAC, 
shareholder advances, and deferred interest . 

Schedule B-lla (page 3 of 5) of the t-1rRs shO\-IS a 1988 
personal prope rly lax o t $7 5 , 058. However , Exhibit 26 1s lhe 
1989 lax bill wi h a Lax of $70,174. Witness Cassidy testif1ed 
that the ptior bill had b~cn pa1d 1n March which means that the 
ulilit y did no avail i self of he discount available. Mr. 
Cassidy further testified ha the utility tries o pay b1lls 
as early as t>Ossible. Wilress Dunn agreed that he d1scount 
should be taken. Co~misston pol1cy 1s to allow on ly the lowest 
amount 1n axes Jnd the util1ty w1tnesses agree that the 
utili y should be pi:!ylng he lower amoun . Therefore, we have 
adjustt•d he t?xpense J refl c tht~ rnax1mum discount. 

Review oi he properly tax returns filed by the util1ty 
indJcales that the utility split the personal pro perty tax 
between water and wastewater on a 50/50 basts in the M~Rs. The 
lax s hould be reallocated based o n the pla n t included 1n the 
1989 tax return. by so doing, $21.925 shou ld be moved from 
wastewater to water expenses. 

3.7 
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The utility projected an increase in personal properly tax 
for the projected water plant e xpansion. We used the same 
methodology as shown in Schedule 8-lla , however , we sub~tituted 
the actual tax and tax basis values shown on the 1989 tax 
bill. This results in a projected increase of $6,487. 

We have previous 1 y adjusted property taxes for non-u'"ed 
and useful plant . Combined with the above adjustments , we find 
the appropriate test year level of property taxes to be $51,431 
for the water system and $25,607 for the wa stewate r s ystem . 

Requlatory Assessment Fee 

UtiJ ily witness Dunn testified that the rate request was 
c alculated using a 2 . 5 percent regulatory assessment fee . He 
further stated that the assessment has increased to 4 . 5 percent 
and he beli e ves the expenses should be i ncreased to reflect 

I 

this change . At the prehearing conference, Public Counsel 
expressed some concern over including the change in expens~s if I 
the rule incorpo rating tile change was not final. However, the 
rule is now final and effective and applies the new rate to 
revenues collected as of July l, 1990 . Since thi s is a known 
and immi nent change and will be in effect during the time the 
f1nal rates wi 11 be in effect, we bL!ieve that the expense 
s hould be increased accordingly. Therefore . regulatory 
assessment fee s should be ca lculated at the 4.5 percent rate. 

Schedule 8- 11 o f the : f Rs (Ex 24) shows zeo regulatory 
assessment fees in the ba se yea r. Utility witness Dunn also 
testified that the base year regulator y assessment fees were 
left out of the calculation. Therefo re . t hat expense should be 
increased by $7,613 for he wate r system and $10,675 for the 
wastewater system. ·Thi s Jdjustment , combined with the increase 
due to t he 4.5 percent regula o ry assessment fcc, results i n a 
test year e xpense of $17,776 fo L the wate r s ystem and $25 , 758 
for the wastewa ter s ystem , which we find to be appropriate . 

Income Tax E~ense 

In its filing, the utili t y reques ed that income tax 
expense of $92,791 and $ 121,942 be included in the deter
mination of water a"ld wastewater service rates , respectively . 
Public Counsel asserts t hat allowing i ncome ta x to South 
8roward , a Subchapter S corporation, would no conform to I 
Comm i ssion policy. 
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The utility has requested an effective income La x rate of 
28 percent based o n the maximum effective individual income ta x 
rate because, as a Subchapter S co rpo ratio n , Sout h Broward 1s 
not a ta xa bl e entity . That is, i f income taxes are paid, the y 
wi l l be paid by t he ind ividu a l who owns t he u ti lity. 

Ut1l1ty witness Dunn testified that , to date, South 
Broward has i ncu rred o perating l o sses in each o perating period 
and s ubstantia 1 addi tiona 1 investments have been and wi 11 be 
made by the shareholder . Therefore , the utility has no 
retaine d earnings a nd all income earned in the f o reseeabl e 
future will be required to be reinve~ted in the business . 
Add itionally, once the ut ility s tarts earning an adequate 
return, reta i ned earnings will flow back in to the u tili ty and 
benefit the ratepayers . 

We believe that the ut i lity also receives a benefit from 
having retained earnings. It was not di sputed by witness Dunn 
t ha t o ne o r t he purposes of regu lation is Lo al l ow a u tilit y to 
recover its expenses and earn a reasonable r ate of retu tn on 
i s investment. Thus, if a utility's capital structure 
contained no equity, t he utility would only be allowed to 
recover its prudent e xpenses and debl cosls th rough rates. 
Howeve r, if a utility ' s capital structure contained C'qui ly, t he 
utility would be allowed recovery o f ils prudent expenses a nd 
debt costs, along wilh a reasonable return o n its equity. 

Witnes s Dunn also testified Lhat the owner of South 
Broward s hould not be penalized for electi ng to ma ke the 
utility a Subchapter s co rporation. He asse rt s that the owner 
pays taxes at a rale of 28 percent and in t he event t he ownet 
made the e l ee lion to have the uti 1 i ty become a Subchapter C 
co rpo ra tion, then 4nco me taxes at 34 percent wou ld be an 
a llowable expe nse in determi ning water a nd wastewater rates. 

We agree that if Soulh Broward were a C co r poration, 1t 
would be allowed reco very o f i ncome tax expensP. if" taxes wer e 
paid. Howeve r, the utility is not a C corpo ra tion. South 
Broward is a Subchapte r S co rpo ra t i o n and o ur policy 1s not to 
grant i ncome tax e xpe nse to S co r po r ation s since Lhey are not 
tax paying e n titit1es . A tax rate of 28 percent versus 34 
percent may le o f some benefit lo t he ratepayers ; however, an 
e ven greater bene fit would be for t he ratepaye rs to pay a zero 
percent tax rate. 

3 9 
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We do not believe thal the utility is being penalized by 
our not allowing tax expense for an 5 corporation. There are 
benefits and costs associated with being an 5 corporation that 
are not shared by a C corporation, and vice versa. 

One such benefi of electing 5 corporation slatus is that 
losses incurred in the bus i ness can be offsel against the 
shareholder's personal income. Shareholders iP a C corpora ion 
cannot offset losses against personal income . However, when an 
S corporation earns a profit , the income is taxable to the 
shareholders while shareholders in a C corporation are taxed 
only if dividends are distributed. 

Public Counsel, in his brief, argues t hal the Commission's 
l o ng-standing policy has been to disallow income tax expense to 
Subchapler S corporations. At the hearing , notice was taken of 
ou r Order No. 10465 in Docket No . 80061-W, Applicati o n of 
Keystone Water Company for an Increase 1n water Rates, which 
slates Ln perlinent part: 

[The util ity) is registered as a Subchapter S 
Corporation for Internal Revenue Service 
purposes. As such , the utility pays no income 
taxes. (TR 243) Although the 0arnings are flowed 
through to the stockholders for income lax 
purposes, Commission policy docs not allow taxes 
paid by the shareholders to b~ passed on to the 
ut ilit y customers through rates. 

The utility made the election to become a Subchapter S 
co rporati o n. Thus, it should accept Lhe benefits and costs of 
being such. In hi s case, the cost of be1ng a no n-taxab le 
entity is that income tax expense 1s not recoverable through 
rates. The utility has not provided any persuasive evidence or 
argument to convince us to allow income Lax e xpense Cor this S 
corporation . We agree with Public Counsel that no income ta x 
expense shou ld be allowed i~ this proceeding and so find. 

Test Year Expenses and Operating Inc~me 

Based o n the utility's filing 
herein, we find the appropriate 
$450,170 for the water system and 
system. The appropriate test 
($55,148) for the wa er system and 

and our dec 1 s ion~ discussed 
test year expenses to be 

$4 26 ,966 for the wastewater 
year operati ng income is 
$145,427 for the wastewater 

I 
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system. The operat1ng statements ace attached to this order as 
Schedules Nos. JA and 3B , with the adjus ments shown on 
Schedule No. JC. 

REVENUE REQUIREMENT 

Based upon the utility ' s application and our adjustments 
and calculations discussed above, we find the appropttate 
annual revenue requirement to be $664,088 for the Naler system 
and $643,217 foe the wastewater system. This represents a 
$269,066 (68 . 1 percent) annual increase for the water s ystem 
..tnd a $70,824 (12.4 percent) annual incr~wase for the wastewater 
system, and will g1ve the utility the opportunity to recover 
its expenses and earn a 11.62 percent return on its investment 
in rate base. 

RATES AND RATE STRUCTURE 

Billing Anal sis 

The record shows that the uti lily bills its custome rs 
rounded down to the 100 gallons . The person that did the 
billing anal ys1s was erroneously instructed to round evecyth1ng 
up to the next 1000 gallons, that is, if a btll showed the 
custome t used 4,900 gallons , it was rounded up to 5,000 
gallons. If a blll showed the customer used 4 , 100 gallons , it 
was rounded up to 5, 000 gallons . The end result is that the 
gallonage reflected in the 1988 base year billing analysis is 
overstated . We believe that the way Lo correct this error 
would be to take the to al number of bills and multiply them by 
500 gall ons per bill and deduct these gallons from the 
historical billing analysis. 

At hearing, utility witness Dunn testified 
adjustment should be made in this manner . Thus, 
reduced the historical billing analysts gallonage by 
gallons (11,559 bills Limes 500 gallons per bill) . 

t hat the 
we have 

5,780 ,000 

We ac.cep witnes~ Dunn's testimony that this adjustment 
would not have any impac o n the billing data for the proJected 
1990 test year , that the projection for 199C was made 
independent of the historical billtng analysis and that the 
projected 1990 billlng data included projections for commerc1al 
custome r s as well as residenttal customers . 

321 
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R1tes 

The pe rmanent rates requested by the utility are designed 
to produce annual revenues of $ 1,061,083 and $970,263 for wate r 
and wastewater, respccti ve 1 y. The requested revenues represent 
increases of $740,34 8 ( 168 . 6 percent) for water and $397,870 
( 69 .5 percent) for was tewater. 

We have established the appropriate revenue requi cements 
as $664,088 and $643,217, Cor water and wastewater, 
respeclively , on an annual basis. The rates, which we find to 
be fair , just and reasonable, are designed to achieve these 
revenue requirements and use the base facility charge rate 
structure. The base facility charge structure is our preferred 
structure because of its ability to track costs and give the 
customers some control o ver theit water and wastewater bills. 
Each customer pays h1s o r her pro rata share of the related 

I 

costs necessary to provide service through the base facility I 
charge an<l the actual usage is paid for through th~ gallonage 
charge. 

The approved rates for water service are uniform for 
rcstdential and general service customers . The approved rates 
f o r wastewater service include the same base charge for all 
restdential customers regardless of meter size with a cap of 
10,000 gallons of usage per month on which the gallonage charg~ 
ma y be billed. There is no cap o n usage for genera 1 service 
sewer bills. The differential in the gallonage c harge for 
residential and general service wastewater customers is 
designed to recognize thal a portion of a residential 
cuslorr.er · s water usage wi 11 not be returned to the was ewaler 
system. 

The utility has requested that its new rates be 
imp lemenled in hree phases. Phase o ne would oc.cu r when the 
interim rates are approved; phase t wo would occur at the 
conclusion of the ra e case when final rates .o~ould be set; 
phase three would occur o ne y ear later. Upon consideration, we 
belt eve the phas-1 ng-1n of rates is reasonable in this 
proceeding . Accord~ngly, we hereby approv~ the following 
effective dates Cor the three phases for the water rates o nly. 

I 
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PHASE ONE: These are the interim rates and are 
alreadyin effec . These rates generate $469.309 
in annua 1 revenues based on the 1990 test year 
bill1ng data. This represents an increase of 
$74 , 287 or 18 . 8 percent over test y ear revenues. 
These rates will remain i n effect u n til phase two 
rates become effective. 

PHASE TWO : These rates wi 11 generate $566,699 in 
annua 1 revenues. Th 1 s represents an increase of 
$97 , 390 or 20.8 percent over ~hase one rates . 
These rates w1ll become efCective for meters read 
on or after 30 days from the stamped approval date 
on the revised tariff sheets. 

FINAL PHASE: The final phase rates will generate 
$664,088 1n annual revenues. This represents an 
increase of $97,389 or 17.2 percent over phase two 
rates. These rates w1ll become effective for 
meter readings on or after one year from the date 
of this Commtss1on · s final order 1n this case . 

The final waslcwaLet revenue r qutrement increase is 
$ 70 ,8 24 , ot 12.1 percent over Lesl year revenues o n an annual 
bJ~is. The interim rates presently tn efCect will generate Jn 
1ncrease of $90.295, o r $19,471 more than the f1nal wastewater 
revenue requiremen . Theretore. a three phase implerr.entat t on 
is not appropriate and will no occur for the wastewatet 
rates . The final wa:,t water rates will become effective 
s1multaneously with he phase two water rates , which w1ll 
become effective for me ers (Cad on o r afler 30 days from the 
stamped approval date on he revised tariff sheets . 

The rev1sed tariff shce s will be approved upon the 
u llity· s fillng thetcot and S af( ' s venflcatio n that they 
accurately reflect o ur dec1s.ons and upon the approval ot the 
proposed customer not1ce. 

The utl11 y ' s present rates . Commtssion approved in enm 
ra tes . utiltly propcrscd rates and o ur approved final rates are 
sc !or h below for comparison. 

1?3 
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SCHEDULE OF RATES 

WATER 

RESIDENTIAL AND GENERAL SERVICE 

( 1) ( 1 ) 
COMMISSION UTI Ll TY eot-'.M I S S 1 ON 
APPROVED PROPOSED APPROVED 

MINIMUM UTI Ll TY INTERIM BFC BFC 
METER GALLONAGE PRESENT <1ST STAGE> FINAL <2ND STAGE> 
SIZE ALLOWANCE RATES RATES RATES RATES 

5/8" 3.000 s 6.00 s 7. 14 s 8 .so s 6.96 
3/4" 10.44 
1 II 5,000 10.00 11 .89 21 . 99 17 .40 
1 1/2" 10,000 20.00 23 .79 43 . 98 34.80 
2" 16,000 32 .00 38 .06 70.37 55 .68 , .. 30.000 60 .00 71.36 140.74 111 . 36 
4" 50,000 100.00 118 . 94 219 . 91 174 .00 
6" 348 .00 
8" 556.80 

OVER MINIMUM s 1. so. s 1. 78 
BFC CHARGE s 3.52 s 1. 61 

( 1 ) 
COMMISSION 
APPROVED 
BFC 
<FINAL STAGE> 

RATES 

$ 7. 80 
11 . 70 
19.50 
39 .00 
62 . 40 

124 .80 
195.00 
390 .00 
621l .OO 

s 1. 93 

<1> Utility proposed BFC rates and Commission Approved BFC rates DO NOT 
Include a minimum gallonage allowance 

I 

I 

I 
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MULTI - RESIDENTIAL SERVIC! 

(I) 

MINIMUM UTILITY 
METER GALLONAGE PRESENT 
SIZE ALLOHANCE RATES 

Per 3,000 s 4.00 
Unit 
OVER MINIMUH $ 1. so 
BFC CHARGE 

< I > Min imum gallonage 

COMHISSION 
APPROVED 
INTERIM 
<I ST STAGE> 

RATES 

s 4.76 

$ I .78 

allowance 
units times 3,00<> gallons . 

Is 

(2) 

UTILITY 
PROPOSED 
BFC 
FINAL 
RATES 

$ 5.86 

$ 3.52 

( 3) (3) 

COMMISSION COMHISSION 
APPROVED APPROVED 
BFC BFC 
<2ND STAGE> <fiNAL STAGE> 

RATES RATES --

Same Same 
as as 
General General 
Service Service 

determi ned by multiplying number of 

<2> Utility proposed BFC final rates DO NOT Include minimum gallonage 
allowance . 

<3> The present Commission policy Is to bill master mete reCI mult i -
residential customers under the general service rate schedule. 
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UTILITY 
METER PRESENT 
SIZE RATES 

All $1 3.00 
Sizes o r 195\ 

of wale r 
bill, 
whi chever 
is grea er 

5/8'' 
1 " 
1 1/2 .. 
2 " 
3" 
4" 
Gallonage 
Ch rge 

Sewer 
Cap. 12,000 

Min imum 
Bill $ 13.00 

Maximum 
Bill $ 38 .03 

SCHEDULE OF RATES 

WASTEWATER 

RESIDENTIAL 

COt-1M ISS ION 
AP PROVED 
INTERIM 
RATES 

$ 15 . 06 
o r 190\ 
o f wal c r 
blll 1 

whichever 
~s grcaler 

12,000 

$1 5 . 06 

$44.00 

UTILITY 
PROPOSED 
BFC 
FINAL 
RATES 

$ 6.51 
16. 27 
32 . 54 
52.06 

104. 12 
1 6.: . 69 

$ 4. 83 

17 1 000 

$ 6 . 51 

$ 64. 47 (1) 

(1) Based o n 518 ~ x 3/4 " mele e. 

I 

COMMl SSION 
APPROVEP 
BFC 
FINAL 
RATES 

$8.78 
8 . 78 
8 . 78 
8 . 78 
8.78 
9 . 78 

$ 2.90 

101000 

$ 8 . 78 

$37.78 

I 

I 
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All 
Sizes 

5/8 " 
3/4 " 
l " 
1 112 " 
2 " 
) " 
4 •• 

6 " 
8 " 
Gallonage 
Charge 
(No 
Maximum) 

UTILITY 
PRESENT 
RATES 

$1 6.00 
or 195\ 
of water 
bi 11, 
whichever 
is greater 

GENERAL SERVICE 

COMMISSION 
APPROVED 
INTERIM 
RATES 

$ 18.54 
or 190\ 
of wa ter 
bill, 
whic hever 
is greater 

UTILITY 
PROPOSED 
FINAL 
RATES 

No 
General 
Service 
Rates 
Proposed 

327 

COMl-HSSION 
APPROVED 
BFC 
FINAL 
RATES 

$ 8 . 78 
13. 17 
21.95 
43.90 
70. 24 

140.48 
21 9 . 50 
439.00 
702 . 40 

$ 3 .4 8 



328 

ORDER NO . 22844 
DOCKET NO. 890360-HS 
PAGE 50 

UTILITY 
METER PRESENT 
SIZE RATES -

Pe r $8 .66 
Un i t or 1951 

of wc1ter 
bill, 
whichever 
Is greater 

MULTI - RESIDENTIAL SERVICE 

( 1) 
COf.l:~ I S S I ON UTILITY COMMISSION 
APPROVED PROPOSED APPROVED 
INTERIM FINAL FINAL 
RATES RATES RA TES 

$10 .03 No Same 
or 190'1. Mult i- as 
of water Restdentlal General 
bill. F1na 1 Service 
whi chever Rates 
Is greater Proposed 

(1) The present Commission policy Is to bill master metered 
mu'tl-restdentlal customers under the general service rate . 

I 

I 

I 
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No Refund of Interim Rates 

The final water revenue requ irement is $1 94 , 779 more tha n 
the in terim revenues which the i n terim water rates will 
produce. Therefore, no refund of interim rates is required for 
the water operations. 

The final wastewater revenue requirement is $ 19 ,47 1 le.,s 
than the i nterim revenues whi ch the i nterim wastewa ter rates 
will produce . If a refund we r e r equired , it wou ld amount to 
2 . 94 percent of the wastewater revenue~ col l ected from the time 
the interim rates were implemented until such time as the 
refund would be accomplished . Based on t he average bi ll o f 
$27 . 22 , the average refu nd would be $.80 per mon t h per 
customer. The i n terim rates were effective for meters read on 
or after December 14, 1989. The final order in this p roceeding 
will be issued by Apr il 23, 1990 , so the interim rates will 
have been in effect for approximately mon ths when the r ate case 
i~ concluded . Therefore , a customer, based on the average 
bill, would be e nti.Lled to a refund of approximately $4 .00. 
This equates to approximately $5,000 in interim wastewater 
revenues that could be refunded. 

We believe t he administrative cost.:; ossociated with lhe 
refund would not result in benefits to the ratepayers. 
Accordingly, in order Lo benefit all wastewater ratepayers , we 
believe the most appropriate course of action is to require the 
utili t y to book the approximately $5,000 refund amount to CIAC, 
rather than incur the costs o f refunds to individual customers . 

Service Availabi lity Charg~s 

South Broward d id not hdve a n approved water o r wastewater 
plant capacity cha rg e at t he t i me the a pp lication wa s filed . 
It requested approval of a plan t capacity charge at $7 53 pee 
ERC for water and $602 per ERC for wastewater. These c harges 
were approved on an inte rim bacis in Order No. 22047 . 

At the hearing, utility witness Dunn c hanged h1s p refiled 
test1mony to request hat a wa ter se rvice a<Vailabili y c harge 
of $992 per ERC for water and $1, 211 per ERC foe waste~ater be 
approved. However , no suppo r t for these higher charges was 
presented . 

32 9 
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The approved service availability pol icy on file requires 
the developer to insl.Jll all water transmission and 
distribullon lines and mains and all wastewater collection and 
transmission lines and mains necessary to provide service to 
his development. Additionally, the developer is required to 
pay Lhe appropriate meter ins allalion c harge based on the size 
meter installed . 

The CIAC levels as of December 31, 1988 were 47.35 percent 
for water and 50.73 percent for: wastewater. Allowing the 
utility to implement the initially requested plant capacity 
c harges of $7 53 per ERC for water a~d $602 per ERC for 
wastewater will increase CIAC leve l s to 62.80 percent for water 

I 

and 68. 17 percent for wastewater. We have used those 
facilities already in place, those facilities prese ntly under 
construction and those faci 1 ities planned for immediate 
construction in our calculation ot these CIAC level s . These 
percentage levels w1ll increase slightly because developers are 
required to i nstall the facilities necessaty to provide watet I 
and/or wastewater serv1ce within the area be i ng developed. The 
projected levels of CIAC fall within the guidelines of Rul e 
25-30.580, Florida Administrative Code, and thus we w1ll 
approve t hese initially requested charges. 

The plant capacity charges shou ld become effective for all 
connecLlons made on or after the stamped approval dale on the 
revised tariff sheets. The revi~ed tariff sheets will be 
approved upon Staff's verification hat the tariffs are 
cons1sLenL w1Lh the Commission ' s decision and t he proposed 
no tice is adequate. The proposed notice should be mailed to 
those parties known by the utility who will be affected by th 
change in the utility's service availability policy , advising 
them that the plant capac1Ly charges previously authorized on 
an interim basis have now been made permanent . The notice 
s hould also e xplain the related All owance for Funds Prudenlly 
Invested (AFPI) charges and the guaranteed revenue charges 
which we will address below . 

No cha nge was requested in the e xi sti ng melet installation 
c hatges. We see no reason to cha ng e t hem at t his t1me. 

The present , proposed and approved se rvice availability 
charges are listed below. 

I 
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UTILITY 
PRESENT 

DESCRIPTION CHARGE 
Res idential 
<Per ERC> --0--
A 11 Others 
<Per GPO) --0--

• Water ERC • 350 GPO 

UTI ll TY 
PRESENT 

DESCRIPTION CHARGE 
Residential 
<Per ERC> --0--
A II Others 
<Per GPO> --0--

PLANT C~PACITY CHARGES 
HATER 

COMMISSION UTILITY 
APPROVED PROPOSED 
INTERIM CHARGE 
CHARGE <APPLICATION> 

$753.00 $753 .00 

s 2. 15 --0 

WASTEHATER 

COMMISSION UTILITY 
APPROVED PROPOSED 
INTERIM CHARGE 
CHARGE < APPLICATION"> 

S602 .00 $602.00 

s 2. 15 --0--

• Wastewater ERC • 280 GPO 

UTILITY 
PROPOSED 
CHARGE 
<H EARING> 

s 992.00 

--0--

UTILITY 
PROPOSED 
CHARGE 
{HEARING> 

S1,211 .00 

--0--

COM I~ I S S I ON 
APPROVED FINAL 
CHARGE 

S753.00 

$ 2. 15 

COMMISSION 
APPROVED FINAL 
CHARGE 

$602 .00 

$ 2. 15 
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The utility requested authority to collec t-he tncome tax 
gross-up o n service ava i 1 abi 1 i ty charges in its MFRs. South 
Broward ' s rationale for this request is the same as its 
rationale for requesting an allowance f o r the shareholder ' s 
personal income tax liability. 

We have denied the request for i ncome tax ~.:xpense since 
the utility is an S corporat1on. At hearing, we took notice of 
our Order No. 18266 in Docket No . 870274-WS , Investigation I nto 
Treatment of CIAC Collected by Utilities Organized as 
Subchapter S Corporations, Partnerships and Sole 
Proprietorships, and Treatment of Monies Termed Connection 
Fees, in which we stated , in pertinent part: 

Further, even if it could be argued that Seclion 
118(b) does apply to S corporations, we conclude 
that the S co rporations are not the tax paying 
en ities and should not b~ allowed to gross-up 
their CfAC charges for income tax purposes. 

The utility ha s not provided per s uasive evidence to convince us 
that service availability charges should be grossed-up for an S 
corporation. Therefore. we deny the utility' s request. 

Customer Deposi~ 

The uttlity ' s tariffs currently prov1de for customer 
deposits of $ 20 .00 for water service and $ 20 .00 for wastewater 
service. 

Utility witness Corbitt testified t hat if a customer 
terminates hi s service without paying the last month ' s bill and 
leaves the area, it. is ecouomi~ally imprac ical a nd sometimes 
impossible tor the utility Lo collect t he unpaid balance of the 
b i ll. He fur her testified that he believes this problem will 
increase as the number of customers increase. Therefore, the 
utility requests an increase to $ 50 . 00 for residential 
customers with a 5/8 inch x 3 1 4 inch •.-~ater .neter and 
residential waste water customers . All othet classes of 
customers would be 1ncreased proportionately . 

The utility ' s request falls within the guidelires of Rule 
25-30 . 311 , Florida Administrative Code . We estlmate the 

I 

I 

average monthly b1lls for residential customers to be $ 24 . 29 I 
and $27.22 for water and waste\o~ater , respectively . Twice these 
amounts would app ro.dma te the $50. 00 deposits requested by the 
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uttlity. We believe t hese requested deposit 
reasonable and they are therefore approved. 

levels are 

The approved deposits will be effective on lhe date the 
revised tar1Lf sheets are approved and are applicable to future 
customers only, nol t hose presently o n-line . South Broward 
s hall also meet all t h e requ irements of Rul e 25-30 . 311 , Florida 
Admi ni s trative Code. 

AFPr Charges 

The utility requested an AFP! c harge for t he non-used and 
useful po rti o n o f the wastewater plant . An AFPI charge i s 
designed to allow the ut i lity to recover a fair rate of r eturn 
o n t he port i o n of t he plant facilities wh ich were prudently 
cons tructed, but e x ceed the amount necessat y to serve c urrent 
custome r s . The AFPI charges reques ed by the utilit y begin at 
$11.68 in January, 1990 and accumulate to $1, 599 . 54 after eight 
yea t s. 

We believe that AFPI c harges for both Lhe wa ter and 
wastewate r systems are necessa ry. The util ity only requested 
wastewater c h a r ges . but it a l so h ad projected that t he \>l ater 
plan l would be 100\ used and useful . We found the water plant 

o be 65 percent used and useful and lhe wastewater plant to be 
90 percent used and useful . 

The cost of t he qualifying asset is the net plant cost 
removed from rate base. The utility origi nally used t he gross 
amoun t of t he plant. However , utility witness Dunn testifiec 
that t he numb e r s hould be net o f accumulaled depreciation. The 
c apaci ty o f the qualif y ing asset is that po r tion lefl o v er 
after considering tesl year consumption, fi r e flow, and margin 
reserve . The numbe r of fu ure custome r s is calculated based o n 
t he remaining capac 1 t y and the average usage of the c urre n t 
custome r s . 

The utilily's sche<1ul e calculates an accru~>d charge for 
e1ght y ears. There was no testimony reg a rding a c ut-off for 
this accrual. This Comrmssion u s u al ly ca ps the accrual after 
five years as being a reasonable time peri od. South Broward is 
proJec ting yearl y growth o f 362 ERCs . With this growth, t he 
AFPI charges s ho -.lld be fully collected a fter four years for 
water and one year for wastewater. Therefore, we beli eve i is 
reasonable in th1s case to cap t hese c harges after a five-year 
per1od . Upon consideration , we f1nd t h e approp r iate AFP£ 
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charges to be those shown on Schedu 1 e No. 5 , attached to this 

Order. Tht s results in tho utility co11ect1ng c harges 

beginning at $12.63 and accruing to a maximum of $ 879.59. 

Aft~r South Broward collects these charges from 1 , 258 water 

ERCs, the charge should be di scontinued. The wastewater AFPI 

charge begins at $9.34 and accrues to a maximum of $648.76. 

After South Broward collects hese charges from 2 42 wa s tewater 

ERCs, the charge should be discontinued. 

Refund o f Unau horized Guatanteed_B~nue ChaL9es 

South Broward began making tha guaranteed revenue charges 

to developers at or about the same time 1t began its 

operations. The record shows that the first developer 

agreement 1s dated Oc t o ber 17, 1985 and it 1s between Ivanhoe 

Land Investments, Inc., an aCf1lia ed company, and So uth 

Broward. The utility ' s guaranteed revenue charges are the same 

as the minimum charge for water Jnd wastewater, that is , $ 6 . 00 

I 

Cor wa te r and $13.00 for wa s tewater for a total o f $1 9 .00 per I 
ERC p~r month. The recotd s hows that these charges were nol 

aut ho r1zed by the Commission . 

In respo n se to a question arking the w1tness to idenl1fy 

where in the util ity's tariff 1t is authorized to c harge a 

guaranteed revenue amount, Utility wi ness Corbitt stated : 

Well, if y ou're> talki ng about the quant1fication 

of a number, there 1s no t a number in this 

paragraph. But there is language in here that 

talks about the philosophy ot coming up with a 

charge; and I will tell y ou that, in Broward 

County, the payment of guaranteed rev enues to a 

utility company is an accepted and in-practice 
pClnc i ple. 

In my development associa ion s , in some work that 

we've done 1n several c1t1es tn Broward C.:>unty, 

all those cit1es renutre pay~cnt o f guarant~ed 

revenues . The bui ldet s are pay gu .. r .wteed 

revenues to those ctties. I LS the uti l ity ' s 

pos1t ion that we should be cha rging guaranteed 

revenues, and we felt like the proper ~harge to 

fulfill that o bllgation was the minimum wa te r and 

the mtni ,num s~wer for each connection. I 
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Witness Corbitt further testified tha all developer agreemenLs 
had been submt tted to the Commt ss ton but admit ed upon 
cross-examination thal the developer agreements had not been 
submitted to the COIMlission u n t i 1 after the rale case had been 
filed. 

If the utility had complied wtth Rule 25-30.550(1), 
Florida Administrative Code , whtch slaLes tn pertinenL p-.rl: 
" A copy of each developer·s agreemenL shall be filed with the 
Commission within 30 days of e xecu ton", our StafC would have 
advtsed Lhe UtiliLy, as early as 1985, Lhat it did not have an 
approved guaranleed revenue charge, and if it desired to 
collecl one, it would be necessary to gel approval from Lhe 
COIM\tssion. 

The ulility apparenlly did noL inlcnttonally violate this 
rule. Ultllty wilness Corbitt ,.. ... tfied that he had learned 
prior to the hearing that the developer agreements were 
supposed Lo be filed with Lhe Commtssion. 

The evidence shows tha L Sou Lh Bro w a rd has been charging 
developers guaranteed revenue cha r ges f o r water and wastewater 
when no guaranteed revenue charges have been authorized by lhis 
Commt:c.sion. Therefore, we find Lhal Lh sc unaulhorized ch~rges 
must be refunded, wiLh inlctesl, and in accordance wtth Rule 
25-30.360, Florida Administ~alive Code. 

Im£lemenlalion of a Guarant9ed Revenue Chat~e 

The ulility reques led thal lhc guarant-eed revenu" charges 
be conlinued . In hts brief, Public Counsel stated that the 
utlltly should be authorized to collecl a guaranteed revenue 
charge. We agree Lhat it ts reaso nable for the utility to be 
authorized guaranteed revenue charges, hut o n a prospective 
basts. 

The guaranteed revenue charge we herein approv• wtll be 
col lecled after a customer has patd a servic" ..Jvallabllity 
charge and an AFPI charge, bul befo re the cu s tomer begtns 
paytng monLhly rates. Since he AFP.I charge r ecovers the 
uLiliLy's carrying cosls before a service ava1labtlity charge 
is collecLed, the guardnteed revenue charge should only recover 
the monlhly carry ing costs on the ulility' s i n vestment in that 
tndivtdual ' s portton of plant. However, after the utility has 
collec ed Lhe servtce availability charge from each customer, 
t he rematntng investment tn hal portt o n of plant is mintmal. 
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Therefore , we find the appropri a te guaranteed reve nue c harges 
to be $1 . 77 f or wate r and $.60 f o r wastewater . 

CONCLUSIONS OF LAW 

1. The Commission has j uri sdict ion to determine Lhe wate r 
and wastewater rates and c harges of South Browatd Utility , 
Inc ., pursuan t to Sect i o ns 367 .08 1 and 367 . 101 , Florida 
Statutes . 

2. As the a pplicant i n 
burden of proof that its 
ju~tified. 

thi s case, South Browa rd ha s the 
proposed rates and c harges are 

3. The rates and c harges appro ved herein are just , 
rea sonable, compensatory, not unfairly discriminatory and in 
accordance with the requirement s of Section 367 . 081 ( 2 ), Florida 
Statutes , a nd other governing law. 

4. Pursuant to Chap t er 25-9 .001( 3 ) , Flonda Administrative I 
Code, no rules and regulatio ns , o r schedu les of rates a nd 
charges, o r mod ifications o r revis ions of t he same , s hall be 
effect1ve until filed with and approved by the Comm1ssion. 

Ba sed o n the fo r egoi ng, it is 

ORDERED by the Florida Public Service Comm1ssion that the 
application by South Broward Utility, Inc . for increased wa ter 
and wa stewa ter rates is hereby app r o ved Lo the e xtPnt set f o r th 
in t he body o f t his Order. It is f urther 

ORDERED that each of the findings contained in the body of 
this Order is hereby approved. IL is furt her 

ORDERED that a l l matt~rs contained herein o r attached 
he reto, whe t her in the form of discou rse o r schedules, a re by 
th1s refe rence expressly 1ncorporated he rei n. It 1s further 

ORDERED that t he ut i l ity s hall c hange its bi l l 1ng deli very 
procedure and ma intain better reco rds o f · c ustomer c omplaint s as 
set forth in the body o f thi s Order . it i~ further 

ORDERED t hat 
depreciation r ates . 

the utility 
It i s f ur t her 

sha 11 utilize Class 8 

I 
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ORDERED that the uti lily is authorized to charge the new 

rates, charges and deposi levels set forth in he body o( this 

Order It is further 

ORDERED that the phase two water rates and t he final 

wastewater rates shall be effective for meters read 30 days o n 

o r after the stamped approved date o n the revised tariff 

sheets. Phase three water rates shall become effe~.-tive for 

meter readings o ne year from the date of this Order. It is 

further 

ORDERED that the service availability charges shall be 

effective for connccttons on or aftPr t he stamped approval date 

on the revised tariff sheets . It 1s further 

ORDERED that the guaranteed revenue, AFPI and 
charges shall be effective on the da e the revised 

sheets arc approved. It is further 

deposit 
tar iC f 

ORDERF'D that the approximately $ 5 ,000 difference between 

the in erim wastewater rate and the final wastewater rate shall 

be booked to CIAC-wastewater. It 1s further 

ORDERED that the utllity ' s request to gross-up its service 

availab t lity charge~ is dented. It is further 

ORDERED that the uttllty shall refund the unauthorized 

1uaranteed revenue charges, w1th interest, as set forth in the 

body of this Order. It is further 

ORDERED thdt the revised tariff shee s will be approved 

upon the utility's filing hereof and S aff ' s ver1f1cation that 

the tariff rev1s1ons are consistent w1th our dec1sions herein 

and the p reposed custome r not 1ces are adequate. The cus Lome r 

notices shall explain the in<.:reased rates and c hatges and the 

reasons therefore. It is further. 

ORDERED that t he docket may be closed and he uti 1 i ty · s 

letter of credi returned upo n the utility ' s completion of the 

retund of guaranteed revenue c harges and Stalf ' s -1C1lfica ti on 

of 1ts accurac-y and upon 1ts fillng of revised Larlff sheets 

and customer notices and Staff's approval of them. 
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By ORDER of the Florida 
this 23rd day Of -~A....,P~:...B......_I .... I ____ _ 

{ S E A L ) 

NSD 

Service Commission 

Reporting 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120.59(4), Florida Statutes , tn notify parties of any 
administ rative hearing or judicial review of Commission orders 
t hat is available under Sections 120.57 o r 120.68 , Florida 
Statutes, as well as the procedures and time limits that 
appl y. This notice shonld not be construed to mean all 
requests for an administrative heari ng or judicial review will 
bL granted or result in the relief sought . 

Any par y adversely affected by the Commission' s fi nal 
action in this matter may r equest: 1) reco nsideratio n of the 
decision by filing a motion for reconsideration with the 
Director, Division Gf Reco rds and Reporting within fifteen (1 5 ) 
days of the issuance of t h is order in the form prescribed by 
Rule 25-22 .060, Florida Admini st ra tive Cod~; or 2 ) judicial 
review by the Florida Supreme Court in the case of an electric, 
gas or telephone utility o r the First District Court of Appeal 
in the case of a water o r sewer utili t y by filing a not ice of 
appeal wi t h the Director, Division of Reco r ds and Repotting and 
filing a copy of the notice of appeal a nd t he fili ng tee wi th 
t he appropriate court. This filing must be completed within 
thirty (30) days after the issuance of this orde r. pursuanl to 
Rule 9.ll0, Florida Ru 1 es of Appellate Procedure. The notice 
of appeal must be in t he form specified in Rule 9 . 900(a) , 
Florida Rules of Appellate Procedure. 

I 

I 

I 
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SOOTH BR ARO UTILITY. l liC. 
SOURCES AHO USES or CASH 

I tun received f ro. CIAC 
2 P&L 
3 lnterelt on Debt 

• Interes t to Shareholder 
s Depree I• tl on 
6 AIR • Cuatorroer 
7 AIR • OtN-r 
8 AlP 
9 Accrued Interest P•y•bl e 

10 
11 C.sh frOID Oper•llons 
12 
13 long· Terw Debt 
u PreJI'ld Cost 
IS Pl•nt, Proper ty, (qul~nt 
16 Ad"•nces frOM Shareholder 
17 
18 Net C.uh Cha119e 
IS 
20 Beglnlf\9 C.sh 
21 
22 Ending C.sh 
23 

339 

SCH(OOL[ A 

COOISSIOH UIILITY 

----------------------- ------------------------1989 1990 1989 1990 
----------- --------- ----------- ----------

0 «'lO 510 0 «90.494 
75.658 75.658 (227.280) (197.144) 

(270.920) (346.965) 0 0 
(306, 7Z5) 0 0 0 
163. 695 163.695 323.879 383.239 
(5.165) (6.913) (5,165) (6.913) 

(15.312) (20.495) (15.312) (20.495) 
6.220 7.906 6.220 7.906 

0 0 3 .. 6. 725 306.725 
---------·- ----·--- ··-------- ....................... 

(352. 549) 363,396 339,067 963.812 
-·--------- .... ...... ........ ----------- ---------· 729.800 (400.000) I. 725,031 (400.000) 

(23.180) 8,231 (23.180) 8.231 
( 1.129 ,800) 0 (1.129,800) (99S.mf 

643,200 0 0 0 
----------- ..... .. ....... -- ........................ ----------( 132 .529) (28 .373) 961, 118 («23, 188) 

40.~52 (91.977) 40.552 1.001.670 

(91.911) (120.350) 1.001. 610 578, 482 ..... . .. . ........ . .•........ . ....... 
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2?844 
890360-WS 

SOUTH BROUAtO UTiliTY, INC. 

SCHEDUlE Of ~TER RATE BASE 

TEST YEA• ENDED OEC£K8ER 3 1 , 

co.PON£111 

1990 

·· · ····· ··· ····~---·· · ······· · 

1 

2 

l UTilllY PLUT Ill SERVICE 

4 LAA1) 

5 C. U. I.P. 

6 WON · USEO ~ USEfUL COMPONENT$ 

7 C.I.A.C. 

8 ACCU4UUTEO OEPRCCIAIIOI 

9 AHORfiZATION OF C. I.A.C. 

10 ADVAIIC£5 FC. COIISIRUCT 101 

11 \IOIIIC IIIG CAPITAL AllOWANCE 

12 

13 RATE BASE 

14 
15 

SOUIH BROWARO UTILITY, INC. 

SCHCOULE Of SE\If:R RATE BASt 

TEST YEAR ENDED OECEXBER 31, 1990 

COHPOIIENI 
...................................... 

1 

2 

3 Ull LilY PLANT I N SUVIC( 

4 lAJID 

5 C.U.I.P. 

6 h~·USEO ANO USE r UL OOMPONENf$ 

7 C. I.A.C. 

8 ACCUNULAJ(O DEPRECIATION 

9 ~TIZAJION Of C. I . A.C. 

10 ADVUCE$ rat COIISfRUCIIOII 

11 \IORKINC CAPITAL ALLOWA11CE 

12 

13 lATE IIASE 

14 

15 

s 

s 

I 

$ 

( A) (8) 

AVEitACE ADJUSTMENTS 

TEST YEAA TO THE 
PER UTILITY TEST YEAA 
....... ....... . .... . ......... 

3,460,217 s 

260, 006 

616, 083 

0 

( 1. 761 ,573) 

(S67 , 301) 

282,937 

0 

0 
..... . ....... .................. 

2,290, 369 s 0 
........... . .......... 

CA) (8) 

AVERACE ADJUSUIENTS 

TEST YEAA TO THE 

PEII UTiliTY TE«;T YEAR 
. . .. .. ... ... ... . ... .. . . .. . . .. .. . . .. . . 

3,150,692 s 

1,017,524 

616,084 

0 

(2,114,359) 

<495,909) 

370,564 

0 

0 
...................... ... ... .. .... . 
2,544,596 ' 0 

••••••••••• . ....... .-.. 

I 

SCHEDULE 110. 1· A 

OOCI(ET NO. 890360· \IS 

(C) (0) ([) 

ADJUST EO P1W FORM PRO fORMA 

TEST YEAJI ADJUSTMENT S TEST yrAJl 
.. . . . . . . . .. . - ........... ... .. ............... 

s 3,460,217 s 3,180,119 s 6 ,640,336 

260,006 <150,006) 110,000 

616,083 ( 616,oaJ) 0 

0 ( 1,005,1175) (1 , 005 ,1175) 

(1,761,S73> (1 , 7111,1183 ) C3,S43, 4S6> 

CS67,l01> <135,S22> (702 ,1lZ3 ) 

2112,937 (68,294) 2 14,643 

0 0 I 0 24, 4911 24,498 
... .... .. . ...... .. .. .. .. ... . . .................. 

s 2,290, 369 s (553,046) s 1. 737,323 ............. . ...••..•.. ..-........... 

SCHEDUlE 110. 1· 8 

OOCUT NO. 890360· \IS 

CC > (0) <E> 

ADJUST EO PRO fORMA PRO fatHA 

TEST YEAA AOJUSTHE.NIS TEST YEAJI 
.... ........ .. ........... . ....... . .. ... 

s 3, 1S0,692 s 2 .317, 1138 s 5 , 468 ,530 

1,017. 524 (417. 524) 600 , 000 

616 ,084 ( 616 ,(!(1.:. ) 0 

0 (150, 462) (150,462) 

(2, 114,359) (1,637, 1911) <3. 751, SST) 

(495,909) (103,111]) c599,n2> 

370, S64 (137,41lZ) 233,082 

0 0 

I 0 34,342 34,342 
... ...................... ·······--·· ... .......... .......... 

s 2,S44,596 s (710,Jal) s t,al4,213 

• •••••••••• ···--······· ........... 
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SOUTH llOUARD UTILITY, INC. 
EXPLANATION Of THE ADJUSTIU:NTS 10 
UAIER lATE BASE SCHEDULE NO. 1· A 

ADJUSTMENT 

1 UTILITY PLANT IN SERVICE 
2 •.... ... •••••••••.••••.• 
3 1. To reclassi fy CUIP (Hew 1 Bluff Subdlvlalon) . 

' 5 2. To reflect 1989 donated property Cfelcon Lee, 
6 Hew~s Bluff, Sunshine R~hera. 
7 
II l. To Include 1989 ProJected Plent Addi t ions. 
9 

10 
11 
12 

13 
14 
15 

4. To ref lect 1990 donated property (Uaverly, 
R~oncy. Hawks Bluff, Sterling Lakea). 

5. To reclessl fy franch ise Colts 
previously Included tn worltlng capital. 

16 6 . To reclaaslfy overhead cherged to Land. 
17 
Ill TOTAL ADJUSTMeNTS 10 UT ILITY PLANT 
19 
20 
21 u..:o 
22 
23 
24 
2S 
26 
27 CUIP 
211 

29 
30 
31 

1. To reclassi fy overhead l~aperly 
charged to lond. 

I. To reclassify •• pient lddi t ions In 1911?. 

l2 II · US(O AAO USHUL CXlMP()I.[NIS 
3l •••••• ••••·••••••• .•••••••• 
34 

l5 
36 
)7 

311 
l9 
40 

1. To ref lec t plant held for future usc. 

2. To reflec t ace llted d -precletlon releted 
to plant held for future use . 

TOIAL AOJUSIMCNTS TO ·US£0 ANl) USEfUl PLAMI 

oocn 1 NO. 890160-us 
SCHEDULE I•C 
PAct 1 or 6 

' 

' 

DOllAR 
ADJUSIIC€NT 

616,08.3 

509, 000 

1,129,800 

737,500 

l7, 7l0 

150,006 
............... 
3,1110,119 

............ 

' (150, 006) 
...••.•..•• 

s (616, OIIJ) 

.......•.•. 

S ( I, 1711,014) 

1n.1w 

s (1,005,117'5) 

·····-=.-.-··· 

341 
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DOCY.ET NO. 
PAGE 6 4 

228 44 
890360-WS 

SOUTH IROUARD UTiliTT, IIIC. 
EXPl ANATION or THC ADJUSTK(IITS TO 
UAI( R RAT[ IASC SCHEDUlE NO. 1· A 

ADJUST NT 
. . . . . . . . . . 

1 CONTAIIUTIOIIS·I N· AID Or · CONTRUCTION 
2 · •··· •·········•··•····•······•·• · 
3 1. To reflect 1989 Contrlbut~ Astctl. 
4 
5 2. To reflect 1990 plant c:ornectlon ft:es. 
6 (~ [RCI X 1753) 
7 
8 3 . To reflect 1990 Contributed Asact a. 
9 

10 4 . To Include CIAC l~t~ on Nrgln reserve. 
II (]49 CRCs x t 75l) 
12 
13 TOTAl ADJUSTMENTS TO CIAC 
14 
15 
16 ACCUHULAT[O DCPACCIATION 
17 ... . .. .. .. ... . .. . ... . . . . ............ 
18 1. To reflect 1989 Ot>preciltlon on 12/ll/M UP IS. 
19 
20 2. To reflect 1989 Ot>prec,atlon on 1989 Additions. 
21 
22 3 . To reflect 1990 Dcpr-ec iallon on 12/31/M UPIS. 
23 
24 4 . To reflect 1990 Dcpr-eclat •on on 1989 Addlt Ions. 
2S 
26 5. To reflect 1990 Ot>preclatJon on 1990 Addttlons. 
27 
28 6 . To recal culate 12/li/M Balenc:e using 
29 CQ1!1111111on rate-a. 
lO 
31 7. To reflect deprec iation on rrenc:hlse 
J2 costa that were reel••••'•~. 
Jl 
34 II. To reflect depreciation on land 
35 overhead that was reclassified. 
36 
37 tOTAl ADJUSTMENTS TO ACCUHUlATtD DEPRECIATION 
:sa 

I 

DOCICET NO. 89036(HI$ 
SCHEDUlE I ·C 
~tAC( 2 or 6 

DOllAR 

ADJUSTMENT 
............. 

' (509,000) 

c2n,5M> 

(737,500) 

I (262 , 797) 
................ 

s (1,781,MJ) ..... .-..... 

s ( 126,840) 

(l0,200) 

( 126,840) 

(60,402) 

(8,576) 

222,a2S 

(943) 

(4,5~6) 
.................... 

I s ( 135,522) ............. 
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228 44 
890360-WS 

SOUIH BROUARO UT ILI TT, INC. 
EXPLAIIAIIOM OF THE ADJUSTMENTS TO 
UAT ER RATE BASE SCHEDUtE NO. 1·A 

ADJUSTMENT 

1 AMORTIZATION or C.I . A.C. 
z ....................... . 
3 1. To reflect 1989 emortl zot ion on 1988 CIAC 
4 

s z. To reflect 1989 .aortl zotlon on 1989 Addi tions . 

6 
7 3. lo reHect 1990 ...,rt lut lon on 1988 CIAC. 
a 
9 ' . To reHect 1990 emortlzatton on 1989 Add It Ions. 

10 
11 s. To reflect 1990 ..ortlzatton on 1990 Add it Ions. 
1Z 
13 6. To ree•lcul•te 1Z/ 31/88 B•lance ustng ,, C~lsslon r•tcs . 
15 
16 TOTAL AOJUSTH{~IS TO AMORTIZAT ION Of CI AC 

17 
18 
19 UOAKINC CAPITAL ALLOUANCE 
zo ...•........... . .•••.•.•• 
Z1 
22 

1. lo record the wor ing cap•t•l •llowonce. 

DOCKE T 110. 89036CHIS 

SCHEDULE I · C 
PAc;E 3 Of 6 

s 

' 

OOI.LAR 
AOJUSTt4£NT 

44,446 

5,919 

44,446 

11,837 

16,018 

(190,980) 
........... 

(68,294) 
........... 

' 24,498 

·•·••···· . 

343 
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228 44 
890360- WS 

SOUTH BROUA~ UTILITY, IWC. 

EXPLANATION or THE ADJUSTMCNT$ TO 

S(\1£11 RAT£ BAS£ SCHU>Ul[ NO. 1·8 

ADJUSTMENT 

1 UTILITr PlAIII I N S(IIVICE 

z ·········· .......... . 
3 1. To r~la&a lfy C\IIP (Hawks Bluff Subdivision) . 
4 

5 Z. to rofl~t 19119 donated property (Falcon lea, 
6 Maw c Sluff, SUnshine llanehers. 
7 
8 3. To Include 1990 Proj~ted Plent Addition<~. 
9 

10 4. ro reflect 1990 donated property (Ueverly, 
11 ll~ency. Hawks Bluff, Sterl lflll lolces). 
12 
13 5. To r~tasal fy franchl cc Costs 
14 previous ly Included In worldng copltol. 
IS 

16 6. to reclaa&l fy overhead charged to land. 
17 

18 TOTAL ADJUSlHENTS TO UTILITY PlANT 

19 
20 
21 LAXO 
22 
23 
24 

25 

26 
27 C\IIP 

28 
29 

30 
31 

1. To r~lasa lfy overhead l~operly 
charged to Land. 

1. To reclascl fy as plant additions In 19119. 

32 IIOII · USEO AHO US(fUL OOHPOII(NI$ 
33 ••..•••. • •• ••••••••.••.. .. •.. 
34 1. To r e flect plant held for future use. 
35 

l6 2. To reft~t acCU!Uiated ~ec1etlon rel11ted 
31 to plant held for future use. 
l8 
39 101Al ADJVSTH£111$ TO h'ON · US£0 ANO USEfUL PLAIIT 
40 

I 

OOCXET NO. 890360· \IS 

SCHEDULE I · C 

PAGl 4 or 6 

OOLW 
ADJUSTMENT 
................... 

' 616, 084 

509,000 

0 

737,500 I 
37,730 

417,524 
............. -..... 

' 2,317,838 
........... 

(I, 17. 524) 

••••••••••• 

' (616,084) 
...••...... 

s (184, 798) 

34 ,336 I --········· 

' (150,462 ) 
............ 
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"'28 44 
890 3 60 -WS 

SOUTH B~OUARD UTILITY, INC. 
EXPlANATION Of THE ADJUSTMENTS TO 
S(\IU lt.ATE BASE SCHEDUlE NO. 1· 8 

ADJUSTM£NT 

1 CONT~ISUT IONS·I N·AID·Or·CONTRUCTION 

2 •••••. .••...••••• ••.•. •.••.•. . ... 

) 1 . To refli!Ct 1989 Contnbuted Assets. 
4 

S 2. To reflKt 1990 plont comect I on fees . 
6 ()62 ERCI a 1602) 

7 
IS 
Q 

10 
II 

12 

l. To reflKl 1990 Contributed Asset s. 

4. To Include CIAC l~ted on .. rgln reserve. 
(287 ERCs a S602) 

13 IOTAl ADJUSTMENTS TO CIAC 
14 
IS 
16 ACCUMUlATED DEPRECIATION 
17 ••••• • • ••••• • • • • • • • •••• • 

liS 1. To refli!Cl 1989 Oeprt!eiat ion on 12/31/M UPIS . 
19 
20 2. To reflect 1989 OeprKiat 1on on 1989 Addl t Ions. 
21 

22 3 . To reflect 1990 OeprK1at1on on 12/31/M UPIS. 
2l 
24 4. To refiKt 1990 Oeprt!elatlon on t91S<; Addl tiona. 
2S 
26 s. To reflKt 1990 OeprKiatlon on 1990 Additions. 
27 

28 6. To rKalculote 12/li/ISIS Balonce us ing 
2Q C~1sslon rates. 
10 
ll 7. ro reflect dcprKiatlon on rranchlse 
l2 costs that were ri!Cia,slfled. 
ll 
]4 IS. To refii!Ct dl:p<eclatl cn on land 
:ss overhead that was rKiasal fled. 
36 
l7 TOTAl ADJUSTMENTS TO ACCUHULAT(O DEPRECIATION 
liS 

OOCICET NO. IS90l60· \IS 
SCHEDUlE I·C 
PAGE S Of 6 

' 

' 

' 

DOllAR 
ADJUSTMENT 

(509,000) 

(217, 924) 

(737, 500) 

on,n'> ... ........ 
( 1,637,198) 
........... 

(114,992) 

(12,501) 

(114,992) 

(25,002) 

(IS, 195) 

185,860 

(94)) 

( 13,048) 
. -.... -.... 

( 10l,IS1l> ......... ._. 

345 
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.2844 
8 90 360-WS 

RETUAN TO THE PREVIOUS ~ENU 

EXPLANAT lOll Of THE ADJUSTHEIITS TO 

SEUER RATE BASE SCHEDULE NO. 1·8 

ADJUSTMENT 

1 AHORTIZATION Of C.I.A. C. 
2 ..••••••••• ••.•..•.. . .•. 
3 1. To reftec\ 1989 .-ortllatlon on 1988 CIAC 

' 5 2. To reflect 1989 amortl~•tlon on 1989 Addit ions. 

6 

7 l . To reflect 1990 111110rt1ut1on on 1988 CIAC. 

8 
9 4 . To reflect 1990 amortilatlon on 1989 Additions. 

10 

11 5. To reflect 1990 IIIDOrt lzetlon on 1990 Addit i ons . 

12 
1] 6 . To recalculate 12/31/88 Bal ance us ing 
14 ~l&slon rates . 

15 

16 TOTAL ADJUSTMENTS TO AMORTIZATION Of CI AC 

17 

18 

19 \IORICING CAPITAl AlLOIAIICE 

20 ·· · ············ ···· ····· -
21 

22 
2l 

1. To record \he wor~lng capi tal at lowoncc . 

I 

OOCIC.ET NO. 890l6CHIS 

SCHEDUlE 1-C 

PAGE 6 Of 6 

DOllAR 
AOJOSTIEIIT 

··········-

' 40,0D I 
5, 656 

40,023 

11 , )12 

ll,529 

C248, 0l5> 
......................... 

' ( 1]7,482> 
............ 

' l4,l42 

··········~ 

I 
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IQJIII UOoiMfl Ull l lff, Ill(, 

SCII(OIA[ 01 CUIIAl SIIIUCfl.lt( 

22844 
890360-WS 

lUI H4C (liii(D D(CVOI{I ll. 1\190 

QlMPOoi(lrl 

l 

l lOki; l(lll 0(11 

4 '*-I lUll OUI 

~ QISIMI Dt:POSIU 

• CI:NOI (CIU I ff 

1 IIC' S 

I OUOJ(O l o IAl!fl 

9 01 .. 1 CUIIAl 

10 
II 

IZ IOIAl 
I) 

14 

a.AlAIIC( lUI f(4C 

1'(1 Kfl AI) JUS I MUll ........... 

7,100,000 c.as,ou 
0 0 

U,IS. IO,MO 

(l,lli,IS.l 4,ll',IJO 
0 0 
0 0 

l,~91.1oJO Cl,~OI,6l01 

4,11l,4JO I,ISO, II~ 

········-· ......... 

AIJAIII(. NO tAlA 

lUI tt» AIJJUSlMUIS . .. ......... 

s.m.on (I,OU,6691 
0 0 

64,011 czo.~n1 

a,ou.•n <'14,968) 
0 0 
0 0 
0 0 ............. ............ 

S,71ol,74~ C1,1>91,ZOOI 

········-· ··•····•··· 
n UJoCL 01 t(~lll(SS: ,. 
" (ClUJ If ,. 
10 01/tiAll uu 01 •en..• 
X 
ll 

3~7 

JCII{IIIA.( ~. Z•A 

11001'(1 110, t90J60 ~ 

AIJAIII(O WI[ I"'ILD 

~ WI[ IQII tDSI tDSI 

l,l29,W .Z. 4ll 10.4ll t..Wl 
0 0.001 0 .001 0 . 001 

u.u. I . Ul l .ll1 o.ou; 
1,2\4,104 )6,)61 IS.9'lX ~ .OI'l 

0 0.001 0 .001 0 . 001 

0 0 . 001 O.OCl 0 .001 

0 0.~ • ~1. 0001 

l,HI.~l6 100.00\ II 411. ..... . ... 
"'"' lOI 

u.~t 12.~1 ........... 
"·* 11 , 2)1 ......... .,. 
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SOUTH 8ROUARO Ul iLITY, INC . 
EXPlANATION Of THE ADJUSTMENTS TO 
CAPITAl STRUCTURE SCHEDUlE NO. 2·A 

ADJUSTMENT 

1 LONC TtRH OE8T 
2 ••••••••••••• • •••• 

J 1. To refl~t a hypothetl c3l capi tol s tructure. 
4 

5 2. To reflect the ~b po....,ents on the 
6 outstanding debt at 12/31/&5. 
7 
8 3. To reflect the proJect ed addi t ions to debt. 
9 

10 4. To re flect the pr~ld loan costs a1 an off set 
l1 to t he pri ncipal IIIIOUilt. 

12 
1] TOTAL ADJUSTMENTS TO lONC TERM OE8T 

" 1 5 C04HOII $ T OCIC 

16 • •••••••••• •• • •• ••••• •• •• 
17 1. To reflect a hypothet ical capi tol structure. 
18 
19 2. lo r eflect the convers ion of advance& to 
20 addi t ional po ld In capi tol. 
21 
22 TOTAL ADJUSTMENTS TO COMMON EOUITY 
2l 
24 
2S ClJSTOHER DEPOSITS 
26 ...•..••••••.• . . . ... 
27 I. To reflect a hypothetical copiutl structure . 
28 
29 2. to reflect the 
30 Stock for the tc:.t year at zero. 
31 
J2 TOIAL ADJUSTHENIS TO CUSTOMER OCPOSITS 
:n 
34 
35 AOVAMCES fROM SHAREHOLOCA 
36 ••••.•.•.••••.•••.......•••••.••••.•••.••• 

37 1. t o reflect a hypothet ical capi ta l s tructure. 
l8 
39 2 . lo reflect the additional advances 
40 l'llldc by the sherchol~r oxing 1989. 
41 

42 J . To ref lect the conver sion of odvancea to 
4J additional paid in capital. 
~ 

45 TOTAl ADJUSTMENTS TO ADVAJIC£S fltOH SIIAREHOLOEJI 
46 
47 

I 
OOCtET NO. 89036CHIS 
SCHEDULE 2·8 
PAGE 1 or 1 

DOllAR 
ADJUSTHENI 
................... .. 

s 0 

(600,000) 

1, 129,800 

(44,745) 
...... . .... . 

s 485,055 
........... 

I s 0 

4,?}4,830 
. . .. .. .. . . .. ... 

s 4,ZJ4,8JO 
......•.... 

s 0 

10,860 

s 10,860 ............. 

0 

6'3,200 

(4,234,830 ) I 
.... ......... . .. 

s (3,591,630) 
........... 
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22844 
890360-WS 

SOUTH BROUAQO UTILI TY, INC. 
STATEKENT Of ~fER OPERATIONS 
TEST YEAQ EN0£0 OECEKBER 31, 1990 

1 
2 
3 OPERATING aEV£1oU:S 
4 OPERAT INC EXJifNSES: 
5 OPERAT ION & MA INTEN~CE 
6 DEPRECIATION 
7 AMOa T1 ZA Tl ON 
8 TAXES OTHER TKAN INCOME 
9 I NCOU: TAXES 

10 
11 TOTAl OPERATI NG EXPENSES 
12 
13 OP(RATINC INCOME 
14 

15 RATE Of RETURN 
16 
17 

SOUTH IROUARO UTiliTY, INC. 
S' ~TEKEHT Of S(~R OPElATIONS 
TEST TEAR ENDED DECEH8ER 31, 1990 

(A) 

AV£1ACE 
TESt TC.U 

169,170 s 

206,1ZJ s 
1n,ll.o 

0 
48,659 

0 

(8) 

ADJUSTKENTS 
TO THE 

225,852 s 

85,173 s 
(90,113) 

27,988 
0 

SCHCOUlE NO. l · A 
OOCJ:'ET NO. 890360 liS 

(C) (D ) (E) 

ADJUSTED CONSTRUCTED CONSTRUCTED 
TEST TEAR ADJUSTIEIITS TEST TEAR 

395,022 ' 

291,296 ' 
82, 227 

0 
76,647 

0 

269, 066 ' 

12, 108 
0 

291 ,296 
82,227 

0 
88,755 

0 

' 427, 122 s ZJ ,048 ' 450,170 ' 12, 108 ' 462,278 

' (257,952) ' 202 ,804 ' (55,148) ' 2S6,9S8 ' 201,810 
·········~ .........•. ....••.•..• ........... . .•........ 

· 11 . 261 · 2.411 11 .621 
............ 

( A ) 

AVCRACE 
TEST TEAR 

(8) 

ADJUSTitENTS 
TO THE 

........... 

SCHEDULE NO. l · l 
OOC~ET 110. 890360·115 

(C) (D) 

•....••.•.. 

<E> 

ADJUSTED CONSTRUCTED CONSTRUCTED 

D£StaiPIION PER UTILITY TE~T TEAll TEST YCAR ADJUSTMENT S TEST YEAR 

1 

2 
J OPERATI NC R£Vt: lo'UE$ 

4 OPERATING EXPENSES: 
S OPERATION & MA INI(NAioC£ 
6 DEPRECIATION 
7 AIGrtZAIION 
8 TAXES OTHER TKAW IN~ 
9 INCOHE TAJCES 

10 
11 TOTAl OPERATING EXPENSES 
12 
1l OPERA TIIIC I NCOH( 
14 

15 RATE Of lETURII 
16 

s 217, 219 s 

210,385 s 
107,281 

0 
56,590 

0 

335, 174 s 

89,845 s 
(39, 176) 

0 
2,041 

0 

5n,39l s 

300,230 s 
68,105 

0 
58,631 

0 
l. 187 

0 

' 

643,217 

500,210 
68, 105 

0 
61,818 

0 

s 374,256 s 52,710 ' 426, 966 ' l, 187 s 430,153 

s (\J7,037) s la2,464 s 145,427 s 67,637 ' 213,065 
•.•••...•.. .•....••••. ........... ........... ···--·~···· 

· S.J9X S.72X 11 .62X 
........... ........... . ......... . 
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ORDER NO . 228 44 
DOCKET NO. 890360- WS 
PAGE 72 

SOUTH IR~AlO UTiliTY, I~C. 

EXPLANATION Of THE AOJUSTH£NTS TO 
WAT[R OPERATING STATEMCNT NO. 3· A 

AOJUSTH£11T 

1 OPERA T IIIC REVE..U::S 
2 .•••........ . -•.. 
j 

4 

5 
6 
7 
a 

1. To project 1989 •~•· 

2. To project 1990 R.,.,_s. 

l . To tid just reveflUel to etY"oU~I hed ~t. 

9 TOTAl AOJUSTKCIIT TO OPEitATJ NC R£VEIIU(S 
tO 
\1 OPEUTIOII A.NO HAIIIT[IIAIIC£ 
12 ·······-····-······ ····-
ll 

" tS 
16 
17 
18 
\9 

20 
21 
22 

1. To Include a Slt escalat ion fact or for 1989. 

2. To Incl ude a SX escalation factor for 1990 . 

3 To Include SOX of an eddlt tonal 
~Ioyce In 1990. 

4 . To Inch~ a 1989 llt'CNth factor for 

23 S. To Inc lude a 1990 growth fac t or for 

24 
2S 
26 
27 
28 
29 

30 
:St 
32 
33 

6 . To Include r a te c .. e e~e. 

7. To reall ocate pos tage and telephone expense. 

a. To rePaVe the non· utll \ ty e~c. 

9 . Tor-. an out ·ol·perlod car rental e•~•· 

l4 tO. To odjust purchasC!d power and chMicoll 

35 
l6 

for unaccounted for ~3ter. 

37 TOTAl AOJUSI IllS TO OPERATION 
l3 A~D MAINT[NAhCE 
]9 
40 
41 OtPRECI ATION 
42 ••••••••••• 

1. To reflec t Oept"ec lat lon hpenu 

on 1989 UP IS Addlt 1-. 

2. To ref lect ~~ l ~atlon 

of \989 CIAC Addi t ions. 

O()(X£ T NO. 890360· \IS 

SCHEDUU 3·C 
PACE 1 Of 6 

' 

OOllAl 
AO JUST MEll T 

114 , 1100 

' 22S,852 ........... 

' 3,516 

3,692 

12,500 

27,319 

4\,944 

14,720 

(9)]) 

(869) 

(62S) 

(\6,091) 

85, t7l 
..•........ 

' 60,402 

( 1\ ,838) 

4] 
44 

45 
46 
47 
48 
49 3. ro re.ove non·usC!d and useful ~ec1at lon e~pensc. (42, t 2S ) 

I 

I 

I 



I 

I 

I 

ORDE R NO. 
DOCKET NO. 
PAGE 73 

228 44 
890 JG0-WS 

SOUTH 8R~RO UTILITY, INC. 
EXPL.AIIAI lOll or THE ADJUSTM(NTS TO 
~TER OPERATINC STATEMENT NOS. ] ·A 

ADJUSTMENT 

I O£PR£CI AIIOII (00NT'O) 
2 ••••••••••••· •••••••• 
1 4. To reflect Ot-l)("ecletfon Elcpense 

4 on 1990 UPIS AdditiON . 

5 
6 

7 
a 

5. To reflect ~tlatlon 
of 1990 CIAC AdditiON . 

9 6. To ref lect the ~ecletlon releted 

10 to tho frenchlae eoata reclassified. 

II 

12 7. To reflect the depree1etfon reteted 
1] 

14 

15 
16 
17 
1a 
19 
20 
21 
22 

to the land overheed reeless1fled. 

a. To r~leulete the t est yeer depreefetlon 

t o reflect the PSC retes (net of CIAC). 

9. To reflt-ct e.ortltet ion releted t o margin reserve. 

TOTAl ADJliSfKENTS 10 O(PRECIATION 

23 TAXES OTHER IMAM IN~ 
24 ••• •·•·•••·••·••• ••• ·•· 
25 1. To reflc-tt r~. esat-u. f~• on 1989 Revenues. 

26 
27 
za 
29 

30 
l1 
32 

2 . To edjust 1989 Stete Intang ible TeA. 

3. To edjust 1989 Peyroll leA ... 

4 , To reflect ret. aas~ss •• f~s on 1990 Revenuea. 

OOCt:£1 NO. 890360· \IS 
SCHCOOLE l •C 
PAt.£ 2 Of 6 

a ,576 

(12,707) 

4,546 

<89,946) 

(7,964) 

J (90, 113) ....... ._ ... 

5 ,166 

(217) 

4,997 

33 
34 

35 
36 

5. TO edjUSl 1990 property In for I)("Ojt"Clcd eddltlons . 6,482 

37 
38 

6 . To odjust 1990 Stete lntenglble Te~. 

7. To odjust 1990 Peyroll TeAes. 

)9 a. To Include reguletory esaes~t ~~~~ for the 
40 
41 

42 
43 

" 45 
46 

test ~er . 

9. To reduce property teAet to toke edventage of the 

dlacount and to reellocea bescd on plene. 

10. To rtlft1Ye the non·used end use ful l)("operty tues. 

47 TOT-l ADJUSTKENT TO TAXES OIH[R IKAN IN ,, 

( 1,062> 

1,261 

7,61] 

t9,nr 

(16,2)7) 

J 27,988 

••••••••••• 

351 
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ORDER NO. 
DOCKET NO . 
PAGE 7 4 

2..:8 44 
8 9 0360 -WS 

SOUTH BROUARO UTILITT , INC. 
EXPLANATION OF THE ADJUSlMCNlS TO 
~TER OPERATI NG STATEKENT NOS. l · A 

ADJUSTHCNT 

1 IIICOHE TAXES 
2 .•.•••.•.• .• 

l To adjust t est year lneoaoc tues. 
4 
s 
6 OPERAT IIIC REVENlJES 
7 •••..• . ...••.•• ••• 
8 To reflect recClllnlended Increase (decrease > 
9 to al l ow a fa ir rat e of return. 

10 

11 

12 TAXES OTHER THAt! INCOME 
13 •• ••••••• • ••••••••••••• 

14 To re f lec t r e9Ulat ory asses~t 
15 fees on revenue ehange. 
16 
17 
18 lllcn.E TAXES 
19 ••• •••.•• •• • 

20 To reflect lnc:oaae talles on revenue 
:1 change. 
22 

OOCKE T 110. 89036(HIS 

SOIEOULE l ·C 
PACE l OF 6 

' 

' 

' 

' 

OOLLAJI 
ADJUS114EIIT 

0 
.-....... 8:1'1. 

269, 066 
........... 

12 ,108 

a•••••-••• 

0 
........... 

I 

I 

I 



I 

I 
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ORDER NO. 
DOC KET NO. 
PA GE 75 

228 44 
890360 -WS 

SOUTH BROUAAO UTILITY, INC. 
EXPLAMATIC»> Of THE ADJUSTMClUS TO 
S~R OPERATING STATEMENT NO. 3· 8 

ADJUSTMENT 

1 OPERATI NG REVENV£5 
2 . .. .•• ..••••••••• • 

J 1. To project 19a9 Rev~•· 

' s 
6 
7 

a 

2. To project 1990 Re--~• -

J. To edjust rev~ to etn~allted ~t. 

9 TOTAl ADJUSTMENT TO OPERATING R(V(NU(S 

10 
11 OPEIIATIC»> AND MAINTENAJICE 
12 •••••••••••••••••••••• 

13 
14 
15 
16 
17 
1a 
19 
20 
21 

22 

1. To Include a SX e5calat •~ fector for 1989. 

2. To Include • SX eacelatl~ factor for 1990. 

3. To Inch~ SOX of en eddltl-1 

esployee In 1990. 

4 . To Include 1 1989 growth fector for 
veri able e~u. 

2l 5 . To Include a 1990 growth factor for 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

verl~le c~e1. 

6. To Include rate case expense . 

7. To reallocate postage end telephone expense. 

a. To r~•e the non·ut•llty ekpense. 

9. lo ret!IOVe en out ·of· perlod car rental e•pen~e. 

10. To r~e a violet!~ penalty. 

l6 TOTAl ADJUSIH(NIS TO OPERATIC»~ 
37 AND KAINIENANC( 
38 
39 
40 OEPRECIAIIC»> 
4 I •••••••••••• 

42 

" 

I. ro reflect Oeprec letl~ C~pense 
~ 19a9 UPIS Addit ~s. 

45 2. lo reflect Anort ltatl~ 

46 of 1989 CIAC Addl tlont . 
47 

OOCXE T NO. 890360 · liS 

SCKEOULE J ·C 
PAGE 4 Of 6 

' 

oot.LAJ 

ADJUSfiEIII 

160,979 

160,979 

13,216 

335,174 
........... 

3,516 

3,692 

12,SOO 

22 . 146 

34,002 

14,no 

933 

(869) 

(~) 

(170 ) 

' 89,845 ........... 

25 ,002 

( 11,312) 

4a 
49 

J . lor-e non·used end useful depreciatl~ e~e. (6,649) 

35 3 
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ORD ER NO. 
DOCKET NO. 
PAGE 76 

? 2844 
890360-WS 

SOUTH I~OUAlD UTILITY, INC. 
EXPLANATION or THE AOJUSTMCNYS TO 
S£1.1[11 OPUAYING STAYOCENT NOS. 3·1 

AD JUS Y KUT 

I OtP~ECIATION CONT•O 
2 • • • • •• • • • • • 

3 4 . Yo reflect Orprec latlon hpmSe 
4 on 1990 UPIS Additions . 
s 
6 S. To reflect ~rtfzat lon 

7 of 1990 CIAC Addi tions . 
e 
9 6. ro reflect the depreciation related 

10 to tho franch ise coats reclaaatflod. 
11 
12 7. To reflect the depreciation related 
11 to the lend overhead reclaaalfled. 

" 15 e. To recal culate the teat vrar depreciation 
16 to reflect thr PSC rates (ne t of CIAC>. 
17 

e 9. To reflect ~rtl1atlon related to ~rgln reserve. 
19 
20 TOTAL AOJUSlKENlS lO O(PRCCIAliON 
21 
22 
2l TAX£$ OTHER THAN INCOME 
24 ••••• •••••·•••••••••••• 
25 1. Yo reflect re9. aaaesa. fees on 1989 Revenues . 
26 
27 2. to ad just 1989 State Intangible ru. 
2! 
29 l . Yo adjust 1989 Payroll la•es. 
30 
ll 4 . Yo reflect r09. assess . 1eea on 1990 Revcnurs . 
32 
ll S. to r~e property takes to ta c ed~anto9e of the 
l4 dl acOII\t and to reellocate besed on plant . 
35 
36 6. Yo adjust 1990 Stete Intangible Taa. 
37 
l8 7. lo adjust 1990 Peyroll la•et . 
19 
40 e. to Include re9Ulatory esses~t fees for the 
41 test year. 
42 
43 9 . To r~vr the non· usO\J end useful property tues. 
44 

45 TOTAL AOJUSIH(NT lO TAX($ OIHER THAN INCOME 
46 

OOUET )10. e9036CHIS 

SCHEDULE l ·C 
PAGE S Of 6 

' 

s 

' 

DOLLAR 
ADJUSTMENT 

e. 19S 

(11,600) 

943 

4,546 

(42,902> 

(5 , )99) 
........... ~ . 

()9,176) ... .-....... 

7, 244 

(217) 

261. 

7,839 

(2),07e) 

(1,062) 

I ,2f' 

11},67S 

(885) 
................... 

2 ,04 1 ............ 

I 

I 

I 



I 

I 
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ORDER NO. 
DOCKET NO. 
PAC.E 77 

22844 
890360- WS 

SOUTH IROUARO UTili TY, INC. 

EXPlANATION Of THE ADJUSTMENTS 10 

SE\Itt OPUATINC STAIEMEIIT NOS. 3 · 8 

ADJUSTMEIIT 

1 INCOH£ TAXES 
2 ....•.....•. 

l lo edjust test year lnco.o te~oea . 

4 

s 
6 orltAIIhC lEVE S 

7 ····••··•· ·••·•·· · 
a To reflect rec:Oinllefded fncru•e (decrease) 

9 to allow • fair ret e of return. 

10 
11 
12 TAX[$ OTHER THAll INCOME 
13 ••••• ••••••••••••••••• 

14 To reflect regul atory ass~~t 

15 fees on revenue change. 

OOCICt I NO. 890360 • \IS 

SCHEOUlE l ·C 
PACE 6 Of 6 

OOllAA 
ADJUSTMENT 

0 ...... . .. 

70,824 
........... 

3,187 

16 
••••••••••• 

17 

18 IN TAXES 
19 •••••••••••• 

20 To reflect Inc 
21 c:henge. 
22 
n 
24 
25 

te~oes on rev~ 
0 

........... 

35S 
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ORDER NO. 22844 
DOCKET NO. 890360-WS 
PAGE 78 

SOUTH BROWARO UTILITY. IHC. 
VATER OPERATION & KAINTENAhCE EXPENSES 
TEST YEAR £HDEO DECEMBER 31. 1990 

ACCT 
NO . ACCOOHT TITLE 

----- -------------------------·-------
I 601 SALARIES AND VAGES • CHPLOY((S 
2 615 PURCHASED POVtR 
3 618 CHCHICALS 

' 620 KAT(RIAlS AND SUPPL IES 
5 630 CONTRACTUAL SERVICES 
6 650 TRANSPORTATION E~P(HS£S 
7 655 lhSURAHCE 
8 665 RAT£ CAS£ EXP£HSE 
8 675 HISCEllAH(OUS EXP(HSCS 
9 

10 TOTAL 
II 
12 
13 
14 
15 
16 
17 S[V(k OP(RAliON & KAIHTEHAHC( (XPfHSCS 
18 
19 
20 
21 
2Z ACCT 
23 NO. ACC()Ul( T T I TL £ 

24 ·---- --------------------- · - ---·-
25 701 SALARI£S AHO WAGES · EHPLOY£(5 
26 110 PURCHASED SCWAGC TREATMENT 
27 711 SLUDGE REHOV4l £XP[NSE 
28 715 PURCHASED POIICR 
29 718 CHCHICALS 
30 720 HAT£RIALS ANO SUPPliES 
31 730 CONTRACTUAL S(RYIC(S 
32 75D TRJNSPOQTATION (XPCNSES 
33 755 INSUIWt'CE 
34 765 RAT[ CASE £XP£HSE 
35 775 HI SCELLAHEOUS £~P(HS(S 
36 
37 TOTAL OPERATION AhD KAIHTEHAHC£ 
38 

(A) 
UTiliTY 
BAlJJCCE 

PER BOOKS 

---------s 70,315 s 
25,968 
19.~40 

5.525 
32,857 

5057 
9,454 

0 
37,407 

---------s 206,123 s .....•... 

(A) 

UTILITY 
BALANCE 

PER 000 5 

---------
70,31~ s 
1,330 
2.335 

15,085 
21. 219 

1.401 
62.953 
4,251 
9,454 

0 
22. ocz 

---------s 210.385 s 
.•......• 

I 

SCHEOUL( NO . 4 
OOCK£T HO 890360· \15 

(B) (C) (D) (E) 
AOJUSTHEHTS 

TO TH£ AOJUST£D PRO FORMA PRO FORKA 
T(ST YEAR TEST YEAR AOJUSTI' ,tfTS H ST YEAR 

---------- --------- ---------- --·-------
19.708 s 90.023 s 0 s 90.023 
35,2H 61.212 0 61.212 
26.520 46.060 0 46,060 
(1,683) 3,8'2 0 3,842 
(6,909) 25.948 0 25.948 

(625) 4,432 0 4,432 
0 9.•5• 0 9, 454 

14,720 14,720 0 14,720 
(1 ,802) 35,605 0 35,605 

-----·---- --------- ---------- -------·-- I 65,173 s 291.296 s 0 s 291.296 ...... ... . . . . .. . ........• ........... 

(8) (C) (D) (E) 

AOJUSTH(NTS 
TO THE ADJUSTED PRO FORKA PRO FORMA 

Tt:ST YEAR TES T YEAR AOJUSTH(HIS I(SI YEAR 

-·-------- ............. --- ---------· --------·-
19.708 90,023 s 0 s 90.023 
1.805 3,135 0 3. 135 
3.169 5,504 0 5.504 

20, C74 35,559 0 35,5 ... 9 
28, 799 50,018 0 50,018 
1.901 , , Jill 0 3.302 

0 62 ,953 0 62.953 
(625) 3,1>26 0 3,6?6 

0 9,454 0 9,454 
14, 720 14,720 0 14,720 

( 106) 21.936 0 21.936 

I ------·--- ---·----- ---------· ---···----
89,845 s 300.230 s 0 s 300,230 . ..••••... . ........ •.....•... .......... 
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ORDER NO. 22844 
DOCKET N~ . 890360-WS 
PAC- 79 

SOUTH BROUARD UTILITY, INC . 
DOCKET NUMBER 890360-VS 

AllowAnce for funds Prudently 
Schedule of Charges: 

SCHEDU LE NO. 5 
PACE 1 of 2 

Investcd-Vater 

---······--· -------- ---------·----------·--···------ ··- -----
1990 1991 1992 1993 1994 

January 12 . 63 164 .74 324.68 499.14 689 .78 
February 25 . 25 177 .97 339 . 11 514 . 90 707 . 04 
March 37.88 19l. 20 353.54 530.66 724 . 30 
April 50.50 204 .43 367 . 96 546 . 42 741.55 
Hay 63.13 217 . 66 382.39 562 . 19 758 . 81 
June 75.76 230 . 88 396.81 577 . 95 776 . 06 
July 88.38 244.11 411.24 593 . 71 793 .32 
August 101.01 257.34 425.67 &09 . 48 810 .57 
September 113.63 270.57 440.09 625.24 827 . 83 
October 126 .26 283.80 454.52 641.00 8115.08 
November 138.89 297 . 03 468.95 656 .71 862 .34 
December 151.51 310 .26 483.37 6 72.53 879 .59 
----- ----·- -··· --- ---- ·-- -----------·--· ··-- --------------· 
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ORDER NO. 22844 I DOCKET NO. 890360-WS 
PAGE 80 

SCHEDULE NO. 5 
PAGE 2 o f 2 

SOUTH BROWARD UTILITY , INC . 
DOCKET NUMBER 890360-US 

Allowance for Funds Prudently Invested-Sewer 
Schedule of Charges : 
··- ···---------·-------- --- ------ ·----------------·---------

1990 1991 1992 1993 1994 

January 9.34 121.83 240 . 17 368.93 509 .30 
February 18 . 67 131.62 250.82 380 . 54 521.98 
March 28.01 141.41 261.47 392 . 14 534 . 66 
April 37 . '35 151.20 272. 12 403 .75 547.33 
Hay 46 . 68 160 .99 282 .77 415.36 560 . 01 
June 56 .02 170.78 293 . 42 4?6 . 97 572 . 69 
July 65 . 36 180 .'57 304 . 07 438.58 585 .37 

I August 74.69 190 .36 314 . 72 450 . 19 598 .05 
s pcember 84 . 03 200 . 15 325.37 461.79 610 .73 
October 93.37 209 . 94 336 .02 473 . 40 623 .41 
November 102 . 70 219.73 346 . 67 485 . 01 636 .09 
December 112.04 229 . 52 357 . 32 496 . 62 648 .76 

I 
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