! .ORIDA PUBLIC BERVICE COH‘BIDN

VYOTE BHEET
DATE: May 7., 1996

22

RE: DOCKET NO. 951234-W8 - Application for staff-assisted rate case in
Alachua County by Arredondo Utility Company, Inec.

Quality of gervice

Issye 1: Is the quality of service provided by Arredondo Utility Company in
Alachua County satiafactory?

Recommendation; Yes. The quality of service provided by Arredondo Utility
Company should be considered satisfactory.

APPROVED

COMMIBSIONERS ASSIQNED: Full Commission
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Rate Bape

iasue 2; ¥What porticns of water and wastewater plants-in-service are used
and useful?

The water treatment plants serving both the Estates and the
rarms are 100% used and useful; Acoount Numbers 331 (Transmission and
Distribution Maine) and 333 (Eervices) for both the Estates and the Farms
are 70.69% used and useful with all other distribution accounts being 100%
used and useful. The vastewater plant accounts should be considered 64%
used and useful with the exception of Acoount No. 333 (Land and Land Righta)
wvhich is 100% used and useful, the wastewater oolleotion system jas 62% used
and useful with the excaption of account No. 363 (Bervicex}) which should ba
considered 100% used and useful.

APPROVED

Issue 3; What is the averags test year rate base for each system?
: The average test year rate base is $156,994 for water and
$82,748 for waastewvater.

APPROVED
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Cost of Capjtal

Inssue 4: What is the appropriate rate of return on equity, and what is the
appropriate overall rate of return for this utility?

SCOND 2 t : The appropriate ratas of return on eguity is li.88% with a
range of 10.88% - 12.88% and the appropriate overall rate of return is
9.92% with a range of 9.92% - ¢.92%,

APPROVED

Net Qperating Income

Iggye 5: What is the appropriate test year operating revenus for sach
system?

Recommendatjion: The appropriate test year operating revenus should be

376,158 for water and $315,795 for wastewatar.

APPROVED

Issue §: What are the apprepriates amounts for operating expense for each
system?

Racommendation: The appropriate amounts for operating expanse should be
$121,220 for water anmd $64,575 for vastawatar.

APPROVED

Isgu® 7: What is the appropriate revenus regquirsment?
Rezo a : The appropriate revepus reguirement is $136,800 for water
and 572,787 for vastewatar.

APPROVED
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Rates and Chargee

Issue 8: Wlat is the appropriate rate struocture and what ars the
recommanded rates for this utility?

Recommendatjion: The recommended rates should be designed to produce revenue
of 8136,800 for water and §72,787 for wastevater using the base facility
chargs rate struocture. The approved rates should be affective for service
rendared on or after the stampasd approval date on the tariff sheets pursuant
to Rule 25-30.475(1), F.A.C., provided the customers bave recsived notice.
The rates should not ba implemented until proper notice has been received by
the customers. The utility should provide proof of the date notice was
given no less than 10 days after the date of the notice.

APPROVED

Other lIssues
Igsue 9: What is the appropriate amount by whioch rates should bas reduced
four years after the establiahed effeotive date to reflect the removal of
the amortized rate cases expense as raquired by Bection 3467.0816, F.B.7

i Revenuas should be reduced by a total of $423 annually for
vater and §324 annually for wastewatasr to reflect the removal of rate case
expense grossed-up for regulatory assessment fees which is being amortimed
over a four year period. Using the utility's current revenues, expenses,
capital struocture and customer base, the effect of the revenus reduction
results in rate decreases as shown on Schedules Nom. 4 and 4A. The decrease
in rates sbould become effective immediately following the explration of the
four year rate case expsnss recovery psrioed, pursuant to 8eotion 367.0816,
F.8. The utility should ba regquired to fila revised tariffs and a proposed
customer notice setting forth the lower rates and ths reasch for the
reducotion no later than one month pricor to the actusl dete of the required
rate reduction.

APPROVED

Issue 10: BShould the recommended rates be approved for the utility on a
temporary basis, subject to refund, in the event of a protest filed by a
party other than the utility?

¢ Yes, the reocommended rates should be approved for tha
utility on a temporary basis in the event of a timely protest filed by a
party other than the utility. The utility should be suthoriszed to collect
the tamporary retes after staff's approval of the seourity for potential
rafund, ths proposed customer notice and revised tariff sheasts.

APPROVED
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Ipsye 1li: Bhould thia docket De olosed if a timely protest ias pot received?
Revommendation: Mo, upon expiration of ths protest psriod, this docket
should remain open for 180 days from the effeoctive date of the order to
allow staff to verify ocompletion of all pro forma plant improvements
recommended in Issus 3. If all pro forma plant improvements have been

completed within the 180 day time frame, this docket should ba closed
administratively.

APPROVED



