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NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING INCREASED RATES AND CHARGES 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is prelim1nary in 
nature and will become final unless a person whose interests are 
substantially affected files a petition for a formal ~roceeding, 

pursuant to Rule 25- 22 . 029 , Florida Administrative Code . 

BACKGROU ND 

Hobe Sound Water Company (Hobe Sound or utility) is a Class A 
utility located in Martin County, which provides water service only 
to approximately 1 , 268 customers . The service area includes 
customers both in Hobe Sound and on Jupiter Island . The South 
Florida Water Management District (SFWMD) has determined this ar;a 
to be a critical water usage area. The utility is a wholly- owned 
subsidiary of the Hobe Sound Water Company, and operates under the 
provisions of Certificate No . WU-4 3 . 

The utility's last full rate case was processed in Docket No. 
940475-WU. In addition to approving a rate increase , by Order No . 
PSC-94-1452-FOF-WU , issued November 28 , 1994, i n that docket, the 
Commission approved the utility ' s current rate structure. This 
rate structure features a unique , three-tiered increasing block 
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rate , which was designed to encourage conservation in an area where 
usage per capita is extremely high. 

After the approval of Hobe Sound ' s 1994 ra te increase , salt 
water intruded into the wel l field east of Highway US-1. Despite 

the utili t y's monitor system, there was no advanced warning of th's 
occurrence . The loss of supply wells resulted in a critical supply 
problem . Hobe Sound ' s response to this problem was to institute an 
emergency interconnect with Hydratech Utilities , Inc . (Hydratech) , 

as well as an accelerated supply program on the west side of 
Highway US- 1 . 

On June 19 , 1995 , the utility and SFWMD entered 1nto a Consent 
Agreement whereby the utility agreed to : 1) improve ground water 
monitoring ; 2) incorporate operation restraints when any salt water 
intrusion is detected; 3) investigate interconnect options ; and 4 ) 
pay civil penal ties . On Septembe r 11, 1995, Hobe Sound en ered 
into a Consent Agreement with the Florida Department of 
Environmental Protection (DEP) , whereby Hobe Sound agreed t o 
correct alleged violations of maximum contaminant levels 
established for iron and manganese i n drinking water . 

On February 16 , 1996 , Hobe Sound filed an applicatio n for a 
limited proceeding to recover expenses and increased costs as 
agreed to by the Consent Agreement . In addi tion to the supply 
wells and the interconnect with Hydratech , the costs of developing 
and implementing the Consent Agreement with SFWMD, and an improved 
ground water program including new monitor wells were also included 
in that filing. By Order No . PSC-96-0870-FOF-WU, issued July 2 , 
1996, in Docket No . 960192-WU , we allowed the utili ty to recover 
t he above-described costs. 

On April 3 , 1997 , the utility filed the current application 
for increased water rates pursuant to Chapters 367 . 081 and 367 . 082 , 
Florida Statutes, and Rule 25-30 .4 36 , Flo rida Administrative Code . 
In its fi ling, the utility indicates that the requested rate 
increase is driven by the costs of installing a new iron manganese 
removal filtration facility, as required by DEP . The utility 
satisfied the Minimum Filing Requirements (MFRs ) f o r a rate 
increase on May 2 , 1997 , and that date was designated as the 
official filing date pursuant to Section 367 . 083 , Florida Statutes . 
The utility has requested that this case be processed pursuant t o 
our proposed agency action (PAA ) procedure , pursuant to Section 
367.081(8 ) , Florida Statutes . 
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In its application, the utility requested an i nterim test ye ar 

ending June 30 , 1997. In its MFRS, Hob e Sound prov ided interim 
schedu les based upon the h i storical period ended June 30 , 1996 , 
which did not agree with the t e st year req uested i n the 
application. By Order No. PSC- 97-08 39-FOF- WU, issued July 5 , 1997 , 

we suspended the utility ' s requested r a te increase a n d app r o ved a n 
interim water rate increase based on the histo r ical test year ended 
June 30 , 1996 . Annual revenues o f $1 , 41 7 ,64 7 we r e approved , 
resulting in an increase of $286,680 o r 2 5 . 35% . The annualized 
revenues based on the limited proceeding r a t es which went into 
effect after the interim test year, as approved by Ord er No . PSC -
96-0870 -FOF-WU , were then compared with the app~oved i n t e rim 
revenues . This resulted in a revenue increase o f less than 1% or 
$5 , 870 over the current rates approved by the l imited proceeding . 
Because of the n ominal increase, the ut ility decided not to 
implement the approved interim ra tes . 

Hobe Sound's requested test per i o d f o r final r ates is the 
projected 13-month average t est year ending June 3 0 , 1998 . The 
utility has requested fina l water revenues o f $2 , 099 , 115 . This 

results in an annual increase of $4 2 4, 226 o r 25 . 33% . 

QUALITY OF SERVI CE 

In accordance with Rule 25- 30 .4 33 (1 ) , Florida Administrat i ve 
Code, our evaluation of the overall quali ty o f s ervice p rovided by 
the u t ility is based upo n our a nalys i s o f the quality of the 
util i ty ' s product , the operating c o ndi t i o ns o f t he u t ility' s plant 
and facilities , and customer satisfaction. We have also consider ed 
customer comments , sanitary surveys , outstanding ci t at i o ns, 

violations , and consent orders on file with the DEP and the Count y 
Health Department over the preceding three year period. 

Quality of the Product 

Hobe Sound ' s facilities consist of a we l l field with e ight 
wells , two storage tanks , and a treatment plant. Current t r ea t ments 
consist of aeration and chlorination to which an iro n and manganese 
filtration system is currently being added . 

A customer meeting was held on June 25, 1997 , i n the Parish 
Hall of St. Christopher ' s Church in Hobe Sound . Twenty customers 
were in attendance . The main customer c o nce r n s involved t he 
conditions caused by the high leve ls of iro n i n the wa te r , which 
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the filtration system will alleviate when it becomes operational in 

late August to early September of 1997 . 

Although the iron levels have exceeded those allowable by DEP , 

a Consent Agreement was signed (OGC Case No . 95-1586) . As 

previously no ted, under the terms of t he Consent Agreement , the 

utility ini tiated a project to install filters which will r educe 
the iron levels. 

Operating Conditio ns 

On July 24-25, 1997 , our staff engineer conducted a field 

inspection of the Hobe Sound facilities , including t he iro n 

filtratio n project site . The facilities were found to be c lean and 

in good working condition . Although slightly behind schedule due 

to a permitting delay , the iron filtrati on project wa s found to be 

well - organized and proceeding according to the plans . 

Customer Satisfaction 

As noted above , at the customer me eting, the majority of 

concerns voiced by the cus t omers involved problems resulting from 

the excessive iron levels in the water. When completed, the 

filtration system will alleviate these problems . Th e utility was 

well represented at the meeting and made special effort s to add r es s 

c ustomer concerns and problems at the conclusion of the meeting . 

Based on the foregoing, we find that the quality of serv ice 

provided by Hobe Sound is satisfactory . 

RATE BASE 

Our calculation of the appropriate r ate base for this 

proceeding is attached as Schedule No . 1- A. The adjustments t o the 

rate base are attached as Schedule No . 1-B . Those adjustments 

which are self- explanato ry or which are essentially mechanical in 

nature are r eflected on those s c hedul es wi thout a ny further 

discussion in the body o f this Order. The major adjustments are 

discussed below . 

Plant- In- Service 

Our audit o f the utility's books and records revealed that the 
utility booked several items to operation and maintenance e xpenses 

(O&M) that should have been capitalized . In its respo nse to the 
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audit report , the utility recognized that $6,585 related to the 
preliminary engineering work f or the new catalytic filtration 
facility , and $2 , 071 in engineering fees related to a new well , 
should have been capitalized . The utility also agreed that a $7S: 
s aw should have been capitalized . These amounts were included in 
the utility' s June 30 , 1996, test year expenses . However, the 
utility escalated these amounts by 1.0252% for its June 30 , 1997 , 
interme diate year and its June 30 , 1998 , projected test year. 
Consequently, the amo unts which the utility inc lude d in the MFRs 
f o r the June 30, 1998 , projected test year are greater than the 
June 30 , 1996 , amounts presented above . Th e amounts included f or 
the projected test year are $2,176 in engineering fees re lated to 
the well, $6 , 921 in engineering costs re lated to the catalytic 
filtration facility , and $8 32 for the saw. 

We agree that the above-described items s hould be capitalized . 
Moreover , our staff discussed the utili ty ' s capitalization policy 
with the utility manager , who agreed that the utility mistakenly 
expensed these items , as it is the utility ' s policy to capitalize 
items with a service life longer than a year and a cost basis 
greater than $500 . 

Based on the foregoing , and the 13- month average plant 
balances , we find it appropriate to increase plant -in- service and 
accumulat ed depreciation by $7,684 and $703 , respectively . Test 
year depreciation shall be increased by $350 and O&M shall be 
decreased by $6 , 921, for fees related t o the filtration facility . 
The increase to plant-in-service is greater than the O&M reduction , 
as we have applied an Allowance for Funds Used During Co ns truction 
(AFUDC) to the original amount . The costs were incurred in 
November and December of 1996 and the facility was not added to 
p lant- in-service until June 1996. Therefo re, we find that the 
utility is entitled to accrue AFUDC on the costs dur i ng the 
construction period. 

We also find it appropriate to increase plant- in- service by 
$2 , 070 and $795 , to incr ease accumulated depreciation by $178 and 
$120 , to increase depreciation expense by $69 and $50 and to 
decrease O&M by $2 , 176 and $832 for costs rela ted to constructing 
the well and for the costs related to the purchase of the saw, 
respective ly . 

Accordingly, based on the 13- month average balances , we find 
it appropriate to increase plant-in-service and accumulated 
depreciation by $10 , 54 9 and $1, 001 , respectively. Adjustments 
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shall also be made to increase test year depreciation and to 
decrease O&M by $468 and $9 , 929 , respectively. 

Used and Useful 

The maximum flow capacity of the filtrat ion system is 5 . 990 
mill ion gallons per day (mgd), and the maximum daily demand is 
5.601 mgd . A comparison of these flow rates yields a 93.5 1% used 
and useful percentage . 

5.601 mgd I 5 . 99 mgd X 100% = 93.51 % 

Because this is a modular-type system with three filter tanks, 
a smaller two- tank system would not have provided adequate fl ow 
capacity . Therefore, we find that the newly constructed filtration 
system, along with the d ist ribution system and water plan t , are 
100% used and useful. 

Working Capital 

Rule 25- 30 . 433(2), Florida Administrative Code , requires Class 
A utilities to use the balance sheet method to compute wo rk ing 
capital. Using this methodology and a 13- month average, Hobe Sound 
requested $301 , 124 as a working capital allo wance . 

We have reviewed the utility ' s balanc e sheet and its 
calculation of working capital, and we find that several 
adjustments are necessary to the utility ' s r equested amounts , as 
discussed below. 

The utility included a 13-month average cash balance of 
$150 , 281 in its working capital calculation. According to the 
utility, $7 , 300 of this amount is being held in an interest-bearing 
account . Generally, interest - bearing funds are excluded fr om 
working capital. See, e . g. , Order No . 11498, issued January 11, 
1983, in Docket No. 8201 50 , wherein the Commission excluded Gulf 
Power' s temporary cash investments from working capital to prevent 
subsidization of the company by the ratepayers. Based on the 
foregoing , we find i t appropriate to remove $7,300 in interest 
bearing funds fr om the working capital calculation . 
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Loan Issuance Costs 

The utility included $5,646 in unamortized loan issuance costs 
in its wor~ing capital calculation. The debt associated with the 
issuance costs has been refinanced and is no longer on the 
utility's books. Past Commission practice has been to amortiz~ 
the issuance costs over the life of the loan and to incorporate the 
amort ization in the cost of long-term debt . However, this is not 
possible to do in this case, a s the loan no longer exists. 
Therefore, we find it appropriate t o remove the $5,646 from the 
working capital calculation . 

Other Deferred Debits 

As explained herein below, we find it appropriate t o amo rtize 
the costs to repair the utility's generator over five years, and to 
include the deferred balance in working capital. Therefore , the 
unamortized 13-month average balance of $5 , 560 shall be inc luded in 
the working capital calculation . 

Deferred Rate Case Expense 

Consistent with Commission practice , the provision for 
deferred rate case costs shall reflect the 13-month average 
unamortized balance for the test year . As discussed herein below , 
we find it appropriate to approve a $94 , 328 provision for current 
rate case charges. Therefore, we find that beginning July 1, 1997, 
the average unamortized balance of current rate case expense to be 
considered in the working capital calculation is $84 , 727 . The 
remaining unamortized balance for the most recent rate case and 
limited proceeding is $39,719 . This results i n a $29,295 reduction 
to the utility's requested amount of $153,742 . 

Miscellaneous Current and Accrued Liabilities 

In discussions with the utility's accounting consultant , our 
staff discovered that the utility failed to include $8,182 in 
accrued pension costs in its projected balance sheet. 
Consequently, this amount was omitted from the utility ' s working 
capital calculation. We ha ve reviewed this amount and we find it 
to be reasonable . Based on the foregoing, we find it appropriate 
to increase accrued liabil ities by $8 , 182. 
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Summary 

The adjustments addressed above result in an adjusted working 
capital balance of $256,261 . This reduces the utility ' s request:d 
amount by $4 4, 8 63. Our adjustments are shown on the f ol lowing 
schedule: 

Working Capital Balance - Per Utility 

Approved Adjustments 
1) Cash 
2) Other Misc . Deferred Debits 

Issuance Costs 
Unamortized Generator Costs 

3) Deferred Rate Case Exp . 
4) Mise Current & Accrued Liab . 

Net Decrease Per Commission 

Approved Working Capital Allowance 

Test Year Rate Base 

$301,124 

$ (7 , 300) 

(5 , 64 6 ) 
5, 560 

(29 , 295 ) 
(8 , 182 ) 

($ 44 , 863) 

$256 , 261 

Based upon the approved test year, the adjustments approved 
herein, and the use of a thirteen- month average, we f ind that the 
appropriate rate base amount for Hohe Sound is $6 , 179 , 676 . 

COST OF CAPITAL 

Our calculation of the appropriate cost of capital , including 
our adjustments , is shown on Schedule No . 2 . Those adjustments 
which are self-explanatory or which are essentially mechanical in 
nature are reflected on the schedule without further discussion in 
the body of this Order. The major ad j ustments are discussed below. 

Return on Equity 

Based upon the components of the approved capital structure , 
adjusted as shown on Schedule No. 2 , we find that the equity ratio 
for Hobe Sound is 29.05%. Using the current leverage formula 
approved by Order No. PSC-97-0660-FOF-WS, issued June 10 , 1997 , in 
Docket No. 970006-WS, the appropriate return on equity is 10 .4 6%. 
The appropriate range for the return on equity is 9 .4 6% to 11.46%. 
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Overall Cost of Capital 

Our approved overall rate o f return is based on application of 
Commission prac tice and is derived as shown on Schedule No . 2 . 
Based upon the adjustments made herein, we find it appropriate to 
approve an overall cost of capital of 8.74 %, with a range of 8.46% 
to 9.02% . 

NET OPERATING INCOME 

Our calculation of net operat ing i ncome is shown on Schedu l e 
No. 3- A, and our adjustments are shown on Schedule No . 3-B . Those 
adjustments which are self-explanatory or wh i ch are esse ntially 
mechanical in nature are reflected on thos e schedules without 
further discussion in the body of this Order . The major adjustments 
are discussed below. 

Adjustment to Salaries , Penefits , and Payroll Taxes 

In its MFRs, for the 1998 projected test yea r , the utility 
included $22 , 952 in salary expense for Ms. Janet Brown. According 
to the audit wo rkpapers , Ms. Brown acts as secretary to Mr . 
Nathaniel A. Reed, president o f Hebe Sound Wa ter Company and Land 
Company. By Order No . PSC-94-1452-FOF-WU, i ssued in the uti l ity ' s 
last rate case , we disallowed the salary expense for the secretary . 
Ac cording to that Order, the secretary performed only pe r sonal 
duties for the president , none of which we r e utility- related . 
Further , n o rmal secretarial duties for the utility were performed 
by the utility bookkeeper and the utili t y did not provide an 
estimate of hours or a percentage of how muc h o f the secretary ' s 
time was spent on utility-related work . We f ound that because Mr . 
Reed spent most of his time on non-utility matters , the same would 
be true for his secretary. Thus , all rela t ed expenses were 
removed. At the time , the secretary ' s total salary was $17 , 472 , of 
which the entire amount was disallowed, as were the related payroll 
taxes and employee benefits. 

The MFRs in this docket reflect $22,952 in a nnual salary 
expense for Ms. Brown, $4 , 235 in benefits , and $1 , 962 in payroll 
taxes , for the test year ending June 30, 1998 . Ms . Bro wn works 
part-time for the utility and receives one half of her annual 
sal ary from the water company . Audit Exception No. 5 o f the audit 
report discloses that according to Order No . PSC-94-14 52-FOF-WU, 
the salary for the utility' s executive secretary was disallowed, as 
discussed above . The auditor suggests that the secretary's salary 
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should be removed in this case, since it was disallowed in the 
utility ' s last rate case . 

In its response to the audit report , the utility contends that 
although we have disa llowed Ms. Brown ' s salary in the past, her 
position has changed as a result of the corporate restructuring . 
Due to the utility operating as a stand-alone entity foll owing 
corporate restructuring, there no l o nger exists an opportunity f or 
the utility to share employees with its former parent company . 

Further, Ms. Brown now acts as a ut ili ty officer as well as a 
secretary to Mr. Reed. She provides the utility president with 
administrative assistance in perfo rming his vast range of utility 
policy and management functions and also provides the only coverage 
the utility has for secretarial and clerical duties wh ich cannot 
always be handled by the office manager . The other half of her 
annual compensation, which is not paid by the utility, is for the 
time devoted to the utility president ' s other , outside business 
activities. 

We find that the util ity has justified a need for someone to 
act in the absence of the office manager and to perform secretarial 
duties . However, we do not believe that the utility has justified 
the amount of salary it has included for the secretary . The office 
manager i s a full-time employee and r eceives $25 , 040 in annual 
compensation (or $12.03 per hour) for 2080 hours per year , while 
the secretary is part-time and receives $22,952 in annual 
compensation (or $22 . 07 per hour ) for 1 040 hours per year . We find 
that since the secretary is part-time , her salary should be 
representative of a part-time secretary's salary . Since time 
sheets are not kept for the utility ' s o ffi ce personnel, the exact 
amount of time the secretary spends on utility-related matter > 
cannot be determined. Howeve r, we do find that it is reasonable 
for a utility of this size to have a half-time secretary in 
addition to the office manager . We further find that because the 
secretary is essentially assisting the offi ce manager , it would be 
inappropriate to allow an hourly wage fo r the secretary wh ich is 
greater than the hourly wage allo wed for the office manager. We 
believe it would be more appropriate to allow an hourly rate equal 
to the office manager ' s hourly rate. 

Based on the above , we find it appropriate to allow an annual 
salary of $12 , 511 ($12.03 x 1040 hours ) for the secr etary. 
Accordingly, salary expense shall be reduced by $10 , 4 41 . 
Corresponding adjustments shall also be made to reduce payroll 
taxes and employee benefits by $1,928 and $892 , respectively. 



ORDER NO. PSC-97-1225-FOF-WU 
DOCKET NO . 970164-WU 
PAGE 11 

Projected Maintenance Expenses 

In its MFRs, the utility included projected maintenance 
expenses for its new catalytic filtration facilities for the test 
year €nding June 30 , 1998 . Included in the estimate is $2 , 0SO for 
the replacement of the media which is contained inside the filter , 
and $2 , 050 for painting the filter . 

In Audit Disclosure No . 1 of the audit report , our audit .... r 
notes that the media replacement and f ilter painting will not occur 
for ten years. It is the opinion of the auditor that these costs 
should be removed, as the utility will likely experience another 
rate proceeding within this time frame and the expenses can be 
captured at that time . 

The catalytic filtrati on facility ' s annual cost projection , 
prepared by the engineering firm of Bishop & Associates, contained 
$13,000 for a system operator. The utility states that it toe~ a 
conservative approach when it established its annual pro forma 
expenses associated with the operation of the fi lt ra tion facility , 
as it did not include the costs f or the facility opera tor . 
However, we have since discove red that the uti lity does not intend 
to hire anyone to fill this position. The facility wil l be 
operated by Mr. Talley, who is already a f ull - time employee of the 
utility, and his salary is already included in test year expenses . 
Therefore, we do not find it appropria te to consider this cost . 

Based on the foregoing , we find that the utility has not 
justified the costs it included for the filter painting and media 
replacement, or for the additional operator . Therefore , we firi it 
appropriate to reduce test year Materials and Supplies by $4 , 100 . 

Purchased Power 

Audit Exception No. 7 reflects that the utility ' s historical test 
year included thirteen months of purchased powe r payments , from 
June 1 , 1995, through June 30, 1996. The auditor asserts that the 
June 1 , 1995 , payment of $3,294 should be removed , as it is not 
part of the test period . 

In its response to the audit , the utility had no objection to 
r emoving the $3 , 2 94 from its test year expenses . Based on the 
foregoing, and because out - of-period charges shall not be included 
in test year expenses , we find it appropriate to reduce purchased 
power by $3,294 . 



ORDER NO. PSC-97-1225-FOF-WU 
DOCKET NO. 970164-WU 
PAGE 12 

Equipment Rental 

During the audit investigation, the auditors discovered that 
the utility failed to remove $2,400 in computer rental charges that 

were previ ously allocated from the parent company . The auditor also 

reported that the utility did not provide support for this amount. 

In its response to the audit report, the utility reported that 
the $2,400 wa s an equipment-sharing charge from its parent company 

incurred prior to the reorganization. The utility contends that 

this amount was not removed because its new office arrangement, 
followi ng the corporate restructur ing , may require the rental of 

non- computer rela ted equipment. 

We do not agree with the utility's rationalization as to why 
the $2, 400 should remain in test year expenses. Because the 

ut~lity no longer has a parent and the costs are no longer being 
incurred, we find it appropriate to remove them . Accordingly, 
equipment rental expenses shall be reduced by $2,400. 

Rate Case Expense 

In its original filing, Hebe Sound estimated rate case expense 
to be $131,084 for this proceeding . The breakdown is shown below . 

Guastella & Associates (Engineering & 
Accounting Fees) 

Holland & Knight (Legal Fees ) 

Mark Veil (Tax Schedules) 

Printing & Postage (MFRs & Customer 
Notification) 

Florida Public Service Commission 
(Filing Feej 

TOTAL 

$95,000 

30 , 000 

2 , 000 

2,084 

2 . 000 

$131,084 

In addition to the rate case expense f or this proceeding, Hebe 

Sound included unamortized expenses in the amount of $56 ,14 5 
associated with two prior rate proceedings proces sed in Dockets 

Nos. 940475-WU and 940475-WU. In total , Hebe Sound requested rate 
case expense of $187 , 229 to be amort ized over f our years , for an 

annual expense of $46, 807. 
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On August 19 , 1997, the u-cility submitted its update of 
current rate case e x pense, with supporting documentation and an 
estimate to complete the PAA proceeding. The utility's current 
rate c ase expense and estimate to complete the PAA proceeding 
produceo a revised rate case expense of $103 ,4 05 . In our rev1ew , 
we have found several areas in which adjustments are necessary, as 
discussed below . 

Legal 

We have reviewed the requested amount of legal fees incurred 
in connection with this rate case . According to the utility , only 
$19 , 739 was actually incurred and remaining to process the case 
through the PAA process . We have determined that the revised 
request for legal fees appears to be prudent and reasonable . 
Therefore , we hereby approve $19 , 739 for legal fees. This is a 
$10 , 264 reduction to the utility's original request . 

Engineering & Accounting 

In the utility ' s rate case analysis in 
engineering and accounting fees wer e combined . 
request , the utility separated these charges . 
shown below. 

GUASTELLA ASSOCIATES , INC . 

Avq . Amount Estimate 
Description Hourly Billed to 

its MFRs , the 
In its revised 

The breakdown is 

Total 
By 

Rate Complet e Category 

Engineering $197 $28,158 $4,8 00 32 , 958 

Accounting $107 38,237 2 , 640 40 , 877 

Travel 2 , 549 1, 4 50 3 , 999 

Support Staff 3 ,216 152 3 , 368 

Fed. Ex. & Other 278 50 328 

Total $72,438 ~9,092 ~81!530 

Engineering : Mr . Guastella, the principal engineer hired by 
t h e utility to work on the rate case, billed the util ~ty $28,158 
for his services through July 31, 1997 . He estimated his addi-cional 
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charges to be $4,800 to complete the rate c a se , through the PAA 

process . Mr. Guastella charged the utility for 167 hours at an 
average hourly rate of $197 an hour. We reviewed several past rate 
proceedings in an attempt to determine what hourly rates have been 
allowed by the Commission . From our review, we find that in wat~r 

and waste\<l•ater cases , the Commission generally has accepted hourly 
rat es for engineers r anging from $75 to $140 per hour . Based on 
this review, we find that Mr. Guastella ' s hourl y rate is e xcessive . 

We believe that Hobe Sound' s decision to retain Mr. Guastella 
for his expertise is reasonable . However, we do not believe that 
the customers should have to bear the full costs for his services . 
We note that we have bro ad discretion with respect to allowance of 
rate case expense. Florida Crown Util. Servs. , Inc. v . Utility 
Regulatory Bd. of Jacksonville , 274 So . 2d 597, 598 ( Fla . 1st DCA 
1973) . Nevertheless, it would constitute an abuse of discretion 
for us to automatically a ward rate case expense without reference 

to the prudence of the costs incurred in the rat e case proceedings. 
Meadowbrook Util. Sys., Inc . v. FPSC, 518 So . 2d 326, 327 (Fla. 1st 
DCA 1987) , rehearing oenied, 529 So. 2d 694 (Fla . 1988 ) . Based on 
the foregoing court decisions and past Commission decisions , we 
find it appropriate to adjust rate case expense to an hourly rate 
which we believe to be more reasonable for the ratepayers of Hobe 
Sound. 

We find that a more appr opriate hourly ra te for Mr. Guastella 
would be the rate wh ich we approved i n the Palm Coast Utility 
Corporation rate case proceeding. By Order No . PSC- 96- 1338-FOF- WS, 
issued Novembe r 7 , 1996 , in Docket No . 951 056 , we found that an 
hourly rate of $140 was a more appropriate rate for Mr. Guastella ' s 
expertise . Accordingly, we find it appropriate to reduce Mr. 
Guastella's hourly rate to $140. We hereby approve $23 , 380 in rate 
case expense for Mr. Guastella ( $14 0 x 167 ho urs) . This is a 
$9,578 reduction to the amount requested by t ne utility. 

Accounting: Guastella Associates billed the utility $38 , 238 
for 328 hours of accounting work related to this rate case . In its 
update , the utility included the support for the above and also its 
estimate to complete for $2 , 640 . We have reviewed t he support ing 
documentation and believe these charges to be reasonable . We have 

also compared the accounting hourly rate t o the rates allo wed in 
previous rate cases , and we find that it falls within the 
Commission- allowed hourly rate for a ccounting fees. Therefore, we 
hereby approve the $40,877 in accounting fees included i n the 
utility's revised requests. 
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Supoort Staff, Travel , and Miscellaneous Charaes : We have 

reviewed the amounts included in the utility's rate case expense 

revision f o r Guastella Associates ' administrative charges . We 

believe these amounts to be reasonable . Therefore we rna ke no 

adjustments to the utility's requests . 

Summary 

Based on the above adjustments, we find it appropriate to 

approve $71,952 in rate case e xpense for Guastella Associates . 

Accordingly , rate case expense reported in the MFRs shall be 

reduced by $23,048 . 

Tax Preparation 

The utility initially estimated that the c o sts to prepare t he 

MFR tax schedules would be $2 , 000 . The utilit y' s update revealed 

that the actual charg~ s were only $935 . After our review of the 

supporting invoices, we find that these charges appear to be 

reasonable . Accordingly, we shall allow the utility to reco ver 

the $935 in tax preparation charges included in its revised 

request . Consequently, this reduces the amount inc l uded in the 

MFRs by $1,065. 

Miscellaneous 

In its filing , the utility reques ted recovery of $2 , 0 84 f o r 

printing and customer noticing . In its update, the utility revised 

its requests to include $41 5 for printing and $786 for mailin g 

customer notices . We have reviewed the update and the supporting 

documentation and believe the utility has justified its revised 

request . Therefore, we find i t appropriate t o allow the utility 

$1 , 201 in miscellaneous rate case expense . This reduces the 

utility ' s o r i g inal request by $883 . 

FPSC Fil i ng Fee 

The utility included $2 , 000 for the FPSC filing fee in its 

original request. In its update , it failed to include any amount 

for filing its rate case . Regardless, on June 12, 1997 , we 

received a $4,500 check, which is the amount required by Rule 25-

30.020(e) (4), Florida Administrative Code, for filing a rate case 

for this size utility. Accordingly, we find it appropriate to 

allow the utility to recover the full $4 , 500 filing fee. 
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Prior Rate Case Expense 

As noted above, Hobe Sound added $ 56, 145 t o its current rate 
case expense for prior u namorti zed rate case expense . In the 
utility ' s two prior rate proceedings , the Commission a pprov£:!d 
annual expenses of $21 , 526, by Order No . PSC-94-0870-FOF-WU, issued 
November 28 , 1994 , in Docket No . 94 0475-WU, and $7,737 , by Order 
No . PSC- 96- 0870-FOF- WU , issued July 2 , 1996, in Docket No . 9 60192 -
WU. 

According to Section 367 . 0815 , Florida Statute s, and the 
above- cited orders , the resulting rates will be reduced on December 
20 , 1998 , for Docket No. 940475-WU, and on August 1, 2000 , for 
Docket No. 960192-WU. If the unamortized balance of prior rate 
case expense were t o be added to the current balance and 
reamortized over the next four years, the utility would be 
penalized when the four - year r ate reductions take place . 
Therefore , we find it appropriate to r emove the $56 , 145 in 
unamortized rate case expense, and to include the amount of annual 
rate case expense amortization f o r each prior docket . Accordingly, 
we find it appropriate to include $29,263 in prior rate case 
expense in test year expenses . 
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Summary 

Based on our ad justments, $98 , 327 shall be al lowed a s 
reasonabl e rate case expense. Our adjustments are shown below. 

Current Rate Case Expense ( Per MFRs) 

Adjustment per Utility 

Total Revised Rate Case Exp. per Utility 

Commission-Approved Adjustments : 

Guastella Associates 

FPSC Filing Fee 

Total Commission-Approved Rate Case Exp. 

Current Rate Case Expense Per MFRs 

Prior Unamortized Rate Case Exp per MFRs 

Total Amount Requested Per MFRs 

Utility's Annualized MFR Request 

Approved Current Rate Case Exp. 

Divide by four 

Approved Current Annual Amort. 

Prior Rate Case Expense Amortization 

Approved Rate Case Expense 

Commission- Approved Net Adjustment 

Amortization of Costs t o Repair Generator 

(9 ,5 78) 

4,5 00 

1 31 , 084 

56,145 

98,327 

.i 

24 ,582 

29 , 263 

$131,084 

(27 , 679) 

103, 4 05 

5 , 078 

98 , 327 

187,229 

4 6 ,807 

53 , 845 

7 , 038 

According to Audi t Exception No . 8 , the utility's generator 
was struck by lightening and subsequently cost $22,994 to repair. 
The company had insurance to cover the cost , minus a $10,000 
deductible. This $10 , 000 amount was charged to Regulatory 
Commission Expenses - Other, in December 1995 . An offsetting entry 
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for $733 was credited to Materials and Supplies, leaving a balance 
of $9,267 in O&M. This amount was included as an expense in the 
MFRs for each of the test years: June 30 , 1996, June 30, 1997 , and 
June 30, 1998. 

In accordance with Rule 25-30.433(8), Florida Administra tive 
Code , non-recurring expenses shall be amortized over a five-year 
period unless a shorter or longer period of time can be justified . 
In its response to the audit report, the utility indica t ed that it 
does not object to amortizing the costs over five years. However , 
it does suggest that the unamortized portion should be inc l uded in 
rate base. 

Based on the foregoing, we find it appropriate to requ1re the 
generator repair costs of $9,267 to be amortized over five years , 
beginning in December 1995 . This results in a net reduction to 
te~t year expenses of $7,414 ($9,267 - $1, 853) . In addition, an 
adjustment shall be made : o increase the wor king capital allowanc e 
to include the 13- month average unamortized balance of $5, 560 . 
This adjustment is discussed elsewhere in the body of this Order . 

Test Year Operating Income 

Based on the · adj ustments discussed herein, we find that the 
t est year operating income before any provision f or inc reased 
r evenues is $334,796. The schedule f or ope rating income is 
attached as Schedule No. 3-A and the adjustments are shown o n 
Schedule No. 3 - B. 

REVENUE REQUIREMENT 

Based upon our review of the utility's application and the 
adjustments discussed herein, we find that the appropriate annual 
revenue requirement is $2 , 019 , 226 . This revenue requirement 
represents an annual increase in revenues of $344 ,337 , or 20 . 56% . 
These revenue amounts will allow the utility the opportunity to 
recover its allowed level of expenses and t o earn a 8.74 % rate of 
return on its investment in rate base. 

RATES AND CHARGES 

The final rates are designed to produce annual revenues of 
$2,019,226. The utility ' s rates prior to this filing, the 
approved interim rates, the requested final rates, and the approved 
final rates are shown on Schedule No. 4. 
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Projected ERCs and Gallo ns 

As disc ussed herein, the utility 's projected test year ends 
June 30, 1998, based on a histori c al test year e nded J une 30 , 1996 . 
In orde r to arrive at its t otal projecte d number o f b ills , ERC3 and 
gallons (billing determinants) , the utility proj e c ted the i nc r eases 
or decreases to these respective bi l ling d e termi na nts it 
ant icipated during the July 1, 1996 thro ugh June 30 , 1998 peri od , 
and added these changes to t he correspo nding h istoric a l test yeay 
figures . Our calculations o f projected bi l l s and ERCs, average 
c o nsumptio n reductions, a nd proj e cte d total consumption a r e shown 
o n Attachmen t A at 1-3 . A summa ry c ompa r ison of t he utility ' s 
pro jections o f c ustomer b i lls , ERCs a nd consumption, along with o ur 
c o rresponding pro jectio ns i s shown o n Atta c hment A at 4 . A 
discussio n of the utility's proj e ct i o n s f ollows . 

Projec ted ERCs 

The utilit ~ projected that a tota l of 5 4 additional 
c onnectio ns would be added bet ween the period of July 1 , 1996 and 
June 30, 1998 . The utility e xplained the a nt icipa t ed gro wth in 
terms of the general subdivisio ns o r areas served , a s follows : 

Jupiter Island - North 
Jupi ter Island - Sout h 
Olympia #1 
Olympia #4 

Projected Additional 
Connect i ons 

10 
4 

38 
___£ 
5 4 

It is projected that ne i ther Hebe Sound no r the Eagl e wood 
subdivision would experience any addi tio na! connec tio ns . As a n 
independent check of these projections , o ur sta ff discussed Hebe 
Sound ' s projected customer growth in the various s ubdivis ions with 
an official of the Martin Co unty Property Appraiser' s o f fice . 
Based on the foregoing , we find that the ut i lity' s cus t omer growth 
projections are reasonable . 

As shown in the MFRs , the utility proj e c ted tha t 44 6 
additional bi l ls would result from the addi tion of the 54 projec t ed 
additional connectio ns . However , there appear s t o be an error in 
the MFRs , as our recalculatio n of the wo rkpaper, a s sho wn on 
Attachment A at 1 , yields 4 97 addi tio na ! bills, rather than 4 4 6 



ORDER NO . PSC- 97-1225-FOF-WU 
DOCKET NO. 970164 -WU 
PAGE 20 

bills . These additional 51 bills (497 bills minus 446 bills ) 
results in a projection of 72 ERCs greater than that proposed by 
the utility . However , as shown on Attachment A at 4, the utility ' s 
total projected ERCs are within 0 .2 % of our corresponding 
calculation . Therefor e , we find that no adjustment is necessary to 
the utility ' s projection . 

Projected Consumption 

Anticipated Reduction in Average Consumption per ERC: The 
utility ' s projected total consumption assumes an annual average 
reduction in consumption of 2. 54% per ERC. In the MFRs, the 
utility states that this decrease assumes that f uture usage will 
react similarly to the impacts of weather, conservation measures , 
and rate increases . The utility requested and was granted a 
similar adjustment in its last full rate case . In that proceeding , 
consumption figures used to calculate rates reflected an average 
annual decline in consumption of 5 . 46% over the 1989 through 1 . 93 
period . 

The utility' s support for its request in the instant 
proceeding is included on page 18 (meter and ERC analysis 
workpaper) of Volume IV of the MFRs. Based on our review of the 
utility ' s analysis , we agree that the data indicates an ave rage 
annual decline in average consumption per ERC of at least 2.54 %. 
In order to further analyze the utility's request in this regard, 
we performed an independent analysis of the change in average 
consumption per ERC from December 31, 1993, to the end of the 
historical test period ended June 30, 1996. This analys1s was 
performed, in part , based on data provided by the utility in its 
monthly reports that have been filed with the Commission . The 
utility was ordered to file these reports as a result of its rate 
case processed in Docket No. 940475- WU , by Order No . PSC-94-1452-
FOF-WU. 

The results of this analysis are included on Attachment A at 
2 . As shown on the attachment, the overall average consumption per 
meter equivalent for the twelve -mon t h period ended December 31, 
1993 , was 17 , 159 gallons per day (gpd) , and had declined t o 16 , 022 
gpd at the end of the twelve-month period ended June 30 , 1996, 
representing an average annual reduction of approximately 2.7 %. 
Therefore , based o n this analysis in conjunction with the support 
provided by the uti l ity, we find that the utility's requested 
reduction of 2 . 54% is reasonable . 
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Calculation of Proiected Consumption: The utility applied the 
2 . 54% anticipated annual consumption reduction per ERC to its 
historical test year consumption to arrive at total projected test 
year c onsumpt1on of 587,717 thousand gallons . We have reviewed 
this calculation, and we find that the utility a ppropriately 
applied the anticipated reduction to arrive at its projected to~al 
consumption. 

A comparison of the utility's proJections of bills , ERCs , and 
consumption versus our corresponding calculations is presented on 
Attachment A at 4. Although the utility's consumption projection 
is less, its total projected gallons are within 0 . 2% of ou r 
corresponding calculation . Therefo re, we find that no adjustmen~ 
to the utility's projection is necessary . 

Con c lusion 

As shown on Attach.r.".ent A at 4, the utility's t otal projections 
of customer bills, ERCs, and consumption are all within 0 . 3% of ou r 
c o rresponding projectio ns. Therefore , we find that the utility ' s 
projections of 15,662 bills, 38 , 22 1 ERCs , and 587 , 717 thousand 
gallons for the projected test year ending June 30 , 1998 , are 
reasonable, and they are hereby approved. 

Rate Structure 

The utility's current rate structure consists of a base 
facility charge (BFC ) and gallonage charge rate structure . 
Standard BFCs apply to both the residential and general service 
customers. However, general service customers are charged a 
uniform gallonage charge rate , while the r esidential customers are 
charged based on a conservation- oriented, three- tiered inclining 
block rate . 

The utility was first granted an inclining block 
(conservation ) rate structure in Docket No . 900656-WU. In that 
case , the per capita consumption o f Hobe Sound ' s customers was 
approximately 500 gpd. By Order No . 2448 5 , issued May 7 , 1991, the 
Commission recognized that the utility's proposed conservation 
rates would be considered as part of an overall conservation plan . 
Therefore , the Commission granted the utility 's reques t for 
inclining-block residential rates, with the second usage block set 
at consumption greater than 10, 000 gallon s per month ( gpm ) . A 
factor of approximately 2. 1 times the initial block rate was 
approved for consumption greater than 10 , 000 gpm . 
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The utility's current rate structure was granted in Docket No . 
940475- WU. In that case, the Commission: 1 ) separated the second 
tier monthly usage block into two blocks , resulting in usage blocks 
of 0 - 10 , 000 gpm, 10 , 001 - 40 , 000 gpm, and usage in excess of 
40,000 gpm; 2) approved a con servation adjustment of 25% , whereby 
25% of the BFC costs were shifted to the gallonage charge ; and 3) 
approved a facto r 2.25 times the initial block rate to be used for 
monthly con~urnption in the 10,00 1 - 4 0 , 000 gpm tier, and a factor 
of 3 . 0 times the initial block rate to be used for monthly 
consumption in excess of 40 , 000 gpm. In recognition of the need to 
evaluate the effects of this unique r ate structure , the Commissio n 
also ordered Hobe Sound to compile monthly reports c ontaining 
detailed billing data wi th regards to bills , consumption and 
revenues , separated by customer class , meter size , and by c ustomers 
on the mainland versus those customers on Jupiter Is land . 

A summary of the utility ' s history with regard to 
conservation-oriented rates is presented in the table below: 

COMMISSION-APPROVED 

Usage Blocks Usage Block Conservation 
(kgals) Rate Factors Adjustment 

Docket No. 0 - 10 1. 0 None 
900656-WU Over 10 2 . 1 

Docket No. 0 - 10 1.0 25% 
940475- WU 10 - 40 2 . 25 

Over 40 3 . 0 

In the instant proceeding, the utility proposed to continue 
its current three-tiered rate structure . The utility used a multi 
step process with regard to the calculation of its requested rates . 
First, based on the utility's requested revenue requirement , c ost
based rates of $23 . 24 f or the BFC and $2 . 06 for the gallonage 
charge were calculated. Next, the utility made a conservation 
adjustment , whereby 20% of the BFC costs were shifted to the 
gallonage component for the residentia l class . This lowered the 
BFC to $18.68 . 

Next , the utility separated the portion of the revenue 
attributable to general service gallonage charges from the total 
revenue requirement to determine the revenue that must be generated 
through the residential increasing-block gallonage charges . The 
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uti l ity proposed that a factor of 2 . 0 times the initial block rate 
be used for monthly consumption in the 10,00 1 - 40 , 000 gpm tier , 
and a factor of 2 . 5 times the initial block rate be used for 
monthly consumption in excess o f 40 , 000 gpm. (These factors are 
referred to as usage block rate factors, or rate factors . ) These 
r ate factors were the basis for the calculation o f the factored 
number of g a llons . The utility ' s requested revenue requ irement , 
the conservation adjustment of 20% , and the calculation of factored 
gallons resulted in the utility' s request ed residential rates for 
the three tiers of $1 . 20 for the first usage blo ck , $2.40 f o r the 
second u s age block, and $3.00 for the third usage block . 

The utility ' s rate design proposals in the i nstant proceeding 
are summarized below: 

UTILITY'S PROPOSALS 

Usage Blocks Usage Block Conservation 
(kgals) Rate Factors Adjustment 

Docket No . 0 - 10 1.0 2 0% 
97 0164-WU 10 - 40 2 . 0 

Over 40 2 . 5 

As discussed above , there are several steps invo lved in 
evaluating and calculating an inclining-block r ate structure 
i ncluding , but not limited to , determining : 1) the appropriate 
u sage blocks ; 2) the a ppropriate conservation adjustment , if any; 
and 3) t he a ppropriate usage block rate factors. We agree in part 
a nd d isa gr ee in part with the utility ' s proposed rate structure and 
methodology of calcula ting its requested rates. There are several 
unique aspects of the utility ' s rate structure, as addressed b~low. 

Usag e Blocks 

We h a ve examined the utility ' s historical residential 
consumption dat a fo r the period ended June 30 , 1996, as part of our 
review of the utility ' s request to continue its current three
tiered rate structure . Our analysis reveals that appro ximatel y 45 % 
o f t otal residential bills are accounted for in the first usage 

b lock . Approximately 7 9% of total residential bills are captured 
wi thin t he first t wo usage blocks , while the third usage block 
a ccounts for the remaining 21% of total residential bills. We find 
t hat the current first two usage blocks capture an appropriate and 
r epresentative portion of the utility ' s residential population. 
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Therefore, we find that no change to the utility ' s current usage 
blocks is necessary. 

Conservation Adjustment 

As noted above, the utility proposed to shift 20% of the BFC 
costs to the gallonage charge. .A conservation adjus tment of 25% 
was requested and approved in Docket No. 940475-WU , the utility's 
last full rate c ase. In order to evaluate the need for such an 
adjustment in this case, based on our approved revenue requirement, 
we calculated cost-based rates of $21 . 16 for the BFC for a 5/ 8" x 
3/4 " meter and $2.06 for the general service gallonage charge . The 
relatively low gallonage rate as compared to the BFC is due main l y 
to the unusually high ·consumption levels of Hobe So und ' s 
residential customers . Therefore, in order to mitigate this 
disparity , as well as to shift more of the burden of cost recovery 
to.the gallonage charge in order to promote c onservation , we find 
that some conservation adjustment is appropriate. However , the 
utility' s proposal contemplates that all general service customers 
would pay $2 . 06 per 1 , 000 ,ga l lons . We find that the overall rate 
increase is enough to promote some conservatio n by the general 
service customers . 

The magnitude of the proposed 20% conservation adjustment is 
less t han what was proposed and approved in the utility's last rate 
case , and the utility offered no explanation as to why it is 
proposing to reduce the magnitude of the adjustment . We ques t i on 
the reasoning behind Hobe Sound's proposal to lower the magnitude 
of the conservation adjustment in this proceeding when , as wi ll be 
d iscussed in greater detail below , the utility's customers ' 
consumption patterns since the last rate case indicate a need for 
more aggressive conservation measures. Therefore, we find it 
appropriate to deny the utility's requested conservation adjustment 
of 20% , in favor of the higher, current conservation adj ustment of 
25% . 

Usage Block Rate Factors 

In the instant proceeding, the utility requested a change in 
i ts usage block rate factors from the current factors of 1 . 0 , 2.25, 
and 3. 0 to lower factors of 1.0, 2.0, and 2.5. In response to an 
inquiry as to how it had used the information contained in the 
monthly reports filed with the Commission when formulating its 
anticipated 2.54% consumption reduction and its proposed gallonage 
charge rate block factors of 1 . 0, 2 . 0 and 2 . 5 , the utility stated 
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that the information was not used for the formulation of the 
consumption reduction or the block ra te factors . The utility 
e xplained that it is not seeking to change the block rate structure 
from that proposed and accepted in the last rate order, and that it 
therefore use d the factors consistent with that filing . Curiously, 
t h e utility ' s responses seems to indicate not only a disregard of 
the importance of mo n i toring its approved conservation-oriented 
rate structure , but a lac k o f analysis with regard to its rate 
design proposals. 

We disagree with the utility's r equest to lower its rate 
factors to 1 . 0 , 2 . 0 , and 2 . 5 for numerous reasons , several of which 
are interrelated . First , monthly usage below 10, 000 gallons is not 
considered excessive , and is less discretio nary than usage in 
subsequent bloc ks . Fo r example, 5 6% of all bills rendered to the 
utility ' s typical residential customers on 5/8 " x 3/4 " meters are 
captured in the 0 - 1 0 , 000 gallon usage block . In fact, 34% of 
these customers' bills are captur ed in usage of 5 , 0 00 gallons o r 
less . Because usage below 10 , 000 gpm is relat ively 
nondiscretionary, we bel ieve that the ra te in this usage block 
should be kept as low as possible . 

Second , as discussed previously, resident ial customers ' usage 
in the month l y block of 10 , 001 - 4 0 , 000 gallons accounts for 27% u f 
the utility' s total residential consumption, and usage in the third 
block (monthly consumption in excess of 4 0 , 000 gallons ) accounts 
for 51 % of the utility' s t c ta l residential consumption . Therefo re , 
the combined usage of customers in the second and third tiers 
accounts for a n unusually high 78% of total residential 
consumptio n. As a result , we find it necessary to send the 
customers in the second and third tiers stronger price signals than 
those generated by the currently appro ved rate factors of 1 . 0 , 
2 . 25 , and 3.0 , and certainly s t ronger than those proposed by the 
util i t y . 

Our finding in thi s regard is further supported by our 
analysis of the monthly reports filed b y Hobe Sound as requ ired by 
Order No . PSC- 94-1452 - FOF-WU. These monthl y repor ts provide 
greater detail of the utility ' s customers' consumption patterns . 
For e xample , the utility ' s r esidential mainland cus t ome r s , over 98 % 
of whom have 5/8 " meters, account for o ver 50% of the utility ' s 
tota l system bills , but account for only 16% of all gallons sold . 
Converse l y , the utility's Jupiter Island customers account for 
approx imately 35% of the utility ' s entire customer base , but t~ese 
customers c o nsume over 60 % of all wa ter sold by Hobe Sound . In 
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fact , the number of gallons sold to those customers in the third 

usage block alone represents over 35% of total gallons sold . This 
analysis supports our finding that more stringent rate factors are 
necessary. 

Third, an analysis of similar residential data from Docket No . 
9404 7 5-WS reinforces this point . In that case : 1) residential 
customers ' usage in the second tier accounted f o r 28% of t otal 
residential consumption; 2) usage ~n the third tier accounted for 
an additional 52% of total residential consumption ; and 3 ) combined 

second and third tier consumption accounted for 80% of the 
utility' s total residential consumption. The percentages of tota l 
residential consumption captured in the second and third tiers in 
the instant proceeding are virtually identical to those 
corresponding percentages in the utility's last rate case. This 
suggests that more , not less , aggressive rate factors are 
appropriate in this instance . 

In order to further evaluate the utility's proposed usage 
block rate factors and to evaluate other rate factor options as 
well, we used a combination of different rate factors in 
conjunction with conservation adjustments of 20% and 25% , and 
calculated the resulting gallonage charge rates based on our 
approved revenue requirement . Consumption charges (charges 
excluding the BFC) were then calculated at different usage levels , 
and the resulting increase in those bills over the current rates 
were also calculated . A representative sample of this analysis is 
shown on Attachment B. 

Based on the analysis on Attachment 8, our final area of 
disagreement with the utility ' s rate design proposal is that it 
shifts a portion of the revenue recovery bur den from the high 
consumption customers to the low consumption customers . This is 
illustrated in column (b) of Attachment 8, wh ich presents the 

gallonage charge rates resulting from the uti lity's proposed 20% 
conservation adjustment and rate factors of 1 . 0, 2.0, and 2.5. As 
shown in column (b), the percentage increase in the consumption 
charges for a low- use customer using 5,000 gpm is 35.6%, while the 
corresponding percentage increase for a high-use customer using 
100,000 gpm is only 15.5%, or less than one-half the percentage 
increase for the customer using 5 , 000 gpm. This indicates that the 
utility ' s proposal shifts a portion o f the revenue recovery burden 
from the high use customers t o the low use customers . 
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Based on the foregoing, we find that the utility's rate design 
proposal sends weaker , and therefore inappropriate , pricing signals 
to the customers in the second and third usage blocks . As 
indicated previously, we find that stronger price signals are 
appropriate for the second and third usage blocks. Therefor~ , we 
disagree with the utility's proposed usage block rate fa ctors. 

As mentioned previously , Attachment B also presents a 
representative sample of our analysis of other rate facto¥ 
combinations . Consistent with our finding that stronger than 
current price signals are appropriate for the second and third 
usitge blocks, columns © through (e) , and (g) through (I) of 
Attachment B present our analysis, based on our recommended revenue 
requirement, of three rate factor combinations that are more 
stringent than the current rate factors of 1.0, 2 . 25 , and 3 . 0 . The 
analysis in columns (g) through (I) is based on our approved 
conservation adjustment of 25% . The analysis in columns © through 
(e) is based on the utility's proposed conservation ad justmen t c : 
20% . Because we herein approve a conservation adjustment that is 
different than what was proposed by Hobe Sound, the info rmation in 
these columns is presented for comparative purposes only . 

Column (g) presents our analysis of the price signals that 
would result from a rate factor combination of 1 . 0, 2 . 25 , and 3 . 75 . 
As shown in the lower portion of column (g) , the percentage 
increase in consumption charges over current levels for customers 
at usage levels of 5, 000 gallons, 10,000 gallons , and 25,000 
gallons is a uniform 4 . 6% . Therefore, we eliminated this rate 
f actor combination from consideration . We find that customers 
using 25 , 000 gallons should receive a greater percentage increase 
than those customers at the lower consumption levels . Column (n) 
presents our analysis of a rate factor combination of 1.0 , 2.5 , and 
3 . 75. As shown in the lower portion of column (h), the consumption 
charges for customers at usage levels grea t er than 10,000 gallons 
are progressively higher than the 2 . 3% increase that would be 
experienced by the customers with usage of 10,000 gallons or less . 
Column (I) presents our corresponding analysis of a rate factor 
combination of 1.0 , 2 . 75 , and 4.0 . This combination was also 
eliminated from consideration, as the customers in the first usage 
block (0 - 10,000 gallons) would experience a 4 . 6% decrease in 
thei r consumption charge . 

Based on the above analysis , we find it appropriate to approve 
a rate for the second block which is 2.5 times that of the. i nitial 
block rate , and a rate f o r the third block that is 3 . 75 times the 



ORDER NO. PSC-97-1225-FOF-WU 
DOCKET NO. 970164-WU 
PAGE 28 

initial bloc}' rate. Not only do these approved fact o rs send 
stronger price signals to high-use customers than the utility's 
proposed rate factors , but the factors send even stronger price 
signals to those high-use customers than the factors approved in 
Docket No . 940475-WU . Finally, our approved higher factor~ have 
the resulting effect of a lower rate in the first usage block than 
would be achieved using the utility ' s proposed factors . We believe 
it a goal to keep the rate in the first tier as low as possible, 
without going below the current rate in that tier, and we find tha· 
our approved factors better achieve this goal. 

Rates 

The permanent rates requested by the utility are designed t o 
produce revenues of $2 , 099 , 115 for water service . The requested 
revenues represent an increase of $424 , 226 , or 25 . 33% . We find it 
appropriate to approve final rates for the utility wh ich are 
designed to produce revenues of $2,017,316 (excluding miscellaneous 
service charge revenues ) , which is an increase of $344,337, or 
20 .56%. 

Approximately 30 ~ (or $606 , 563) of the revenue requirement is 
r ecovered through the approved base facility charge . The fixed 
costs are recovered through th~ BFC based on the projected number 
of factored ERCs. The remaining 70% of the revenue requirement (or 
$1, 410, 7 53) represents revenues collected through the gallonage 
charge based on the projected number of gallons consumed during the 
projected year ending June 30 , 1998 . 

Effective Date 

The utility shall file revised tariff sheets and a proposed 
customer notice to reflect the rates approved herein. The approved 
rates shall be effective for service rendered on or after the 
stamped approval date of the revised tariff sheets, pursuant to 
Rule 25-30.475(1) , Florida Administrative Code. The rates shall 
not be implemented until our staff has approved the proposed 
customer notice , and the notice has been received by the customers . 
The utility shall provide proof of the date notice was given no 
less than ten days after the date of the notice . 

Monthly Report s 

As previously noted herein, in consideration of the need to 
evaluate the effects of the utility's increasing-block rate 
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structure approved by Order No. PSC-94-14 52 -FOF-WU, the Commission 
ordered the utility t o c ompile and s ubmit month ly reports 
containing the number of customer b i l ls , gallons billed, and 
revenues billed. This informat ion wa s or dered for each customer 
class , meter size , and usage block, separated between c ustomers 
located on t he mainland versus those customers l ocated on Jupiter 
Island . 

We find that there i s a need t o continue to monitor the 
effects of this utility ' s rat e struc ture . To that end , we find it 
appropriate t o requ i re the ut i lity t o continue to prepare monthly 
reports containing the number of cus t omer bills , gallons billed , 
and revenues bille d . This infor mat i on shall be provided for each 
customer class , meter size , and usage block, sepa r ated between 
customers located on the ma i nl and ve r s us t hose customers l ocated on 
Jupiter Island. The monthly r eports s hall be filed with the 
Commission on a quarterly basis f or a period of t wo years , 
commencing on the first billing cycle in which the revised rates go 
into effect. 

Statutory Four-Year Rate Reduction 

Section 367.0816, Florida Statutes, requires that t he rates be 
reduced immediately following the expiration of the fou r -year 
period by the amount of rate case expense pre viously au thorized in 
the rates. The reduction wi l l reflect t he r emoval of water 
revenues associated with the amor t i zation of rate case e xpense and 
t he gross-up f or regulatory a s ses sment fees , which is $98 , 327 . The 
removal of rate case expense wil l reduce r ates as shown on Schedule 
No. 5 . 

The utility shall file revised tariffs no later tha n one 
prior to the actual date of the required rate r educ tion. 
utility shall also file a proposed customer notice se tting 
the lower rates and reason for the reduc tion. 

mon th 
The 

fo r th 

If the utility files this reduction in conj unct ion with a 
price index or pass- through rate adj ustment, separate data shall be 
filed for the price index and/or pass-through increase o r decrease , 
and for the reduction in the rates due to the remova l o f the 
amortized rate case e xpense. 
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Refund of Interim Rates 

By to Order No . PSC-97- 0839-FOF-WU, issued July 14 , 1997, we 
suspended the utility ' s proposed rates . The annualized revenues 
based on the limited proceeding rates which went into effec t after 
the interim test year, as approved by Order No. PSC- 96- 0870-FOF- WU, 
were compared wi th the approved interim revenues . This comparison 
resulted in a revenue increase of less than 1% or $5 , 870 over 
current limited proceeding rates. The utility decided not to 
implement the approved rates because of the nomi nal impact wh~ch 
would result therefrom . We find that because t he interim rate 
increase was not implemented, no refund is required . 

AFUDC Rates 

We have herein approved an 8 . 7 4 % weight ed cost of capital . 
Th~refore, we find it appropriate to approve an annual AFU DC rate 
of 8 . 74% and a discounted rate of 0 . 728204 %, consistent with R'lle 
25-30.116, Florida Administrative Code. In accordance with the 
rule , the new AFUDC rate shall be effective the month f ollowing the 
end of the twe! ve -month period used to establish that rate. 
Therefore, since the end of the utility' s test year is June 30 , 
1998, the effective date shall be July 1, 1998 . 

Docket Closure 

If a protest is not received within twenty- one days o f 
issuance of this Order, this Order will become fina l and the d ocket 
may be closed upon the utility ' s filing of and staff 's approval o f 
revised tariff sheets. 

Based on the foregoing , it is 

ORDERED by the Florida Public Service Commission that Ho be 
Sound Water Company 's application for increased water ra tes is 
approved as set forth in the body of this Order. It is further 

ORDERED that each of the findings made in the body of this 
Order is hereby approved in every respect. It is further 

ORDERED that all matters contained herein, whether set f orth 
in the body of this Order o r in the attachments and schedules 
attached hereto, are incorporated herein by reference. It is 
further 
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ORDERED that the increased rates and c ha rges appro ved herein 
shall be effective for servi ce rende r ed on o r a ft er ~ he stamped 
approval date on the revised tariff sheets, i n a ccordance with Ru l e 
25-30.475, Florida Administrative Code , p r ovided the cus t omer s have 
received notice. It is further 

ORDERED that , prior t o its implemen t a tion o f the r at e s and 
charges approved herein, Hobe Sound Water Compa n y shall submi t a nd 
have approved a proposed customer no tic e o f the i nc r e ased r ates a nd 
charges and the reasons therefor. The not ice wil l be approved upo n 
our staff's verification t hat it is cons is t ent with our d ecisLon 
herein. It is further 

ORDERED that the rates and charge s approved h e rein shall no t 
be implemented until our staff has appro ve d t h e p roposed c ustomer 
notice, and the notice has been r e ce ived by t he customers . 
Consistent with our decision herein , the ut i l ity sha ll provide 
proof of the date notice was given no less than ten days after the 
date of the no~ ice. It is further 

ORDERED that, prior t o its imple mentation of ~he r ates and 
charges approved herein, Hobe So und Water Compa n y s hall submit and 
have approved revised tariff page s . The r e v ised t ar i f f p a ges will 
be approved upon our staff ' s verific ation t h a t t he pages are 
consistent with our decision h e rein , t hat t he p r otes t period has 
expired, and that the customer notice is ade qua t e . I t i s further 

ORDERED t hat Hobe Sound Water Compan y shal l submit mo nthl y 
reports as set forth in the body of t hi s Or der . I t is f ur t her 

ORDERED that the rates shall be reduced a t the end o f the 
four - year rate case expense amortizatio n perio d, consistbnt with 
our decision herein. The utility shall file revised tarif f she e t s 
no later than one month prior to the actual da te o f the r e duc tion 
and shall file a customer notice of the rate decrease a nd the 
reason therefor. It is further 

ORDERED that all provisions of th i s Orde r are issued as 
proposed agency action and shall bec ome final, un l e ss an 
appropriate petition in the form pro·v'ided by Rul e 25- 22 . 029 , 
Florida Administrative Code, is received by the Dire cto r of the 
Division of Records and Reporting at 254 0 Shumard Oak Bo ulevard, 
Tallahassee, Florida 32399- 0850 , by the date set f o r t h in the 
Notice of Further Proceedings below . It is further 
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ORDERED that this docket shall be closed if no timely protest 
is received from a substantially affected person, and upon the 
utility's filing and staff ' s approval o f the revised tariff sheets 
and the customer notice , as set forth herein . 

By ORDER o f the Florida Public Service Commission this lOth 
day of October , 1997 . 

BLANCA S . BAY6 , Director 
Division of Records and Reporting 

By : 

(SEAL} 

RG 

Commissioners Deason and Garcia dissented from the 
Commission ' s decisio n to change the utility ' s usage block rate 
factors from 1. 0 , 2 . 25 , and 3 . 0 to 1.0 , 2 . 5 , and 3 . 75 for 0 -
10 , 000 , 10 , 001 - 40 , 000, and 40 , 001 -above gallons of consumption , 
respectively, for residential usage wi thout making a corresp-nding 
increase to the 2 . 54% of projected annual reduction in consumption 
approved by the majority . 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commi ssion is required by Section 
120.569(1} , Florida Statutes , to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120.68 , Florida Statutes , as 
well as the procedures and time limits that apply . This notice 

should not be construed to mean all requests for an administra tive 
hearing or judicial review will be granted o r result in the relief 
sought. 
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Mediation may be "'vailable on a 
mediation is conducted , it does not 
interested person's right to a hearing . 

case-by-case basis . If 
affect a substantia lly 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22 . 029 , Florida Administrative Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding, as provided by Rul e 25-
22.029 (4), Florida Administrative Code, in the form provided by 
Rule 25-22 . 036(7) (a) and (f), Florida Administrative Code . This 
petition must be received by the Director , Division of Records and 
Reporting , 2540 Shumard Oak Boulevard, Tallahassee, Florida 32 399-
0850 , by the close of business on October 31 , 1997 . 

In the absence of such a petition, this order shall become 
effective on the day subsequent to the above dat e as provided by 
Rule 25-22 . 029(6) , Florida Administrative Code . 

Any objection or protest filed in this docket befo re the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed with i n the 
specified protest period. 

If this order becomes final and effective on the date 
described above, any party substantially affected may r equest 
judicial review by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or by the First District Court 
of Appeal in the case of a water or wastewate r utility by filing a 
notice of appeal with the Director, Division of Reco rds and 
Reporting and filing a copy of the notice of appeal and the filing 
fee with t he appropriate court. This filing must be completed 
within thirty ( 30) days of the effective date of this o der , 
pursuant to Rule 9 .110, Florida Rules of Appellate Procedure . The 
notice of appeal must be in the form specified in Rule 9 . 900(a) , 
Florida Rules of Appellate Procedure . 
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Mediation may be available on a 
mediation is conducted , it does not 
interested person ' s right to a hearing . 

case-by- case basis. If 
affect a substantially 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22 . 029 , Florida Administ rative Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding , as provided by Rule 25 -
22. 029 { 4) , Florida Administrative Code , in the form provided by 
Rule 25-22 . 036{7) (a) and {f) , Florida Administrative Code . This 
petition must be received by the Director , Division o f Records and 
Reporting, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850 , by the c l ose of business on October 31 , 1997 . 

In the absence of such a petit ion , this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25- 22 . 029{6) , Florida Administrative Code . 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period . 

If this order becomes final and effective on the date 
described above , any party substantially affected may request 
judicial r eview by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or by the First District Court 
of Appeal in the case of a water or wastewater utility by filing a 
notice of appeal with the Director , Division of Records and 
Reporting and filing a copy of the notice of appeal and the filing 
fee with the appropriate court . This filing must be completed 
within thirty ( 30) days of the ef feet i ve date of this order , 
pursuant to Rule 9 .110 , Florida Rules of Appellate Procedure. The 
notice of appeal must be in the form spec ified in Rule 9 . 900(a , , 
Florida Rules of Appellate Procedure . 
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HOSE SOUND WATER COMPANY 
DOCKET NO. I70164-WU 
HISTORICAl TEST PERIOD ENDED JUNE 30, 1896 FOR PROJECTED TEST PERIOD ENDING JUNE 30, 1198 

RECALCULATION OF PROJECTED BILLS AND ERCs 

(c)= (I ) c 

(a) (b) (a) X (b) (d) (a) X (d) 

RESIDENTlAl 5/r METERS RESIDENTlAl 1" METERS 

Uti! Proj Rt~ulting Utii Proj Rt~ultlng 

Growth In Additional Growth In Additional 
Cuata 7101196 111111 7101196 Cuatl 7101196 Billa 7101196 

tlli. .lll.lli.JQQIJJ ~J ~8 l.tlJ:w..§llM$ 

Ju~96 24 
Aug-96 23 
Sep-96 22 
Da·96 21 
Nov·96 20 20 
Oec.96 19 19 9 
Jal'l-97 18 18 
Fet>97 17 17 
Ma•·S7 16 16 16 

A:Jr.97 15 15 15 

May·97 14 I 14 

Jur--97 13 2 26 
Ju~97 12 4 '8 2 24 

Aug-97 11 3 33 2 22 
Sep.S7 10 3 30 2 ;>0 

Qa.97 9 3 27 
Nov·97 8 2 16 
[)ec.97 7 2 14 

Jal'l-98 6 2 12 
Fe!>98 5 2 10 1 5 

Mar·98 4 2 8 2 8 
Apr.98 3 3 9 
May·98 2 3 6 
Jul'l-98 2 2 

TOTALS: 
ADDL CONNECTS 40 14 

ADDLIIILLS 360 137 

TOTAl ADDL ERC1 360 343 

GRAND TOTAl ADDL 5/r !ILLS: GRAND TOTAL ADDL 1"IILLS. 

RKalcw.tlon 360 RK&Iew.tlon 137 

Utilty 323 Utilty 17.l 
Otffto lneru .. 37 Otff to lnerent 14 

GRANO TOTAl ADOl5/r ERCa: GRAND TOTAL ADOL 1" ERCa· 

RKaleulallon 360 RK&Ieulallon 343 
Utilty 323 Utilly 308 

Dllf to lneru .. 37 Otff to lne,... .. 35 

Sou ret: 
(b). (d) Hebe Sound Waler Company, Oodtel No 9701~WU MFR vol IV. p 16 (c:uslomer grovM Yo011<paper) 

ATIACHWENT A 
Page 1 of 4 

• 54 Ad(j Connect!Oils 
• 497 Ad(j 81ils 

• 703 T ~al ERCs 

• 51 Brlls Comm1ssoon > L1111nr 

• ?2 ERCs CommtS$101l > Ulll:l)' 
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HOSE SOUND WATER COMPANY 
DOCKET NO. 970164-WU 

ATIACHMENT A 
Page 2 of • 

HISTORICAL PERIOD ENDED JUNE 30, 1996 FOR PROJECTED TEST PERIOD ENDING JUNE 30, 1998 

ANNUAL PERCENTAGE CHANGE IN MONTHLY CONSUMPTION PER ERC 

(c)= 
{!(b). (a)] / (a)) 1 

(a) (b) 30 mos x 12 mos 

Per Monthly Reports F1led with PSC 

Average Average 
Monthly Consumption Monthly Consumpt1on Annual Percentage Change 1n 

P!Lf R C__@__Uil1193 Pt!..f R C ..@_6130196 _l,lonthly Con!_Ptr ERC 

RESIDENTIAL Memlend 12.164 11.938 -0 7% 

Jup1ter Is lend 16.374 16.045 -08% 

Subtotal 15.270 14.975 -08% 

GENERAL SERVICE Memland 13 792 10272 -102% 

Jupner lslend 37 498 31 .878 -0 oo,;, 

Subtotal 26.791 21.250 -83% 

TOTAL RESIDENTIAl AND --- ---
GENERAL SERVICE 17.159 16.022 -2 7% 

Sourcn: 
(II) Hobe Sound Wtster Company, Docket No 94047!>-WU. response to Stll!l's mformal dt118 request receiVed from Guestelle Assoc111tes on 10107194 

(b) Hobe Sound Wal.er Compeny, monthly reports filed 10 compllence wrth Order No PSC-94-1452-FOF-WU 
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HOBE SOUND WATER COMPANY 
DOCKET NO. e70164-WU 
HISTORICAL TEST PERIOD ENDED JUNE 30, 1996 FOR PROJECTED TEST PERIOD ENDING JUNE 30, 1tN 

RECALCULATION OF PROJECTED CONSUMPTION 

(d)~ 

(I) (b) (C) (C) I (b) (I ) 

ATIACHMENT A 
P1g1 3of4 

(I) = 

(d) x C•l 
Ill) . 

(c) • (I) 

___ffBJ)TlUIX;_,UQJECIEO IESJ eEBIQO E!jQI!jG 6130198 RECALCU~TED PROJECTED CONSUMPTION 

RKIIc (000) 

(000) (000) RKIIC Adju1tm1n1 Adjuat to Proj RtCI ICUII l l d 

Bi1lJ EB&.t Glll2nJ GIJJIER..C t9 el9ltcttti~ G.lltJUilMJ GtltA 61m8 
Realdenti1l 

5111' 8507 8507 106097 12 ( 72 37 40' t05~se 

1" 2 355 ') 688 107 316 18 226 35 62So 1C7 St~ 

1112' 1 752 8 760 128 824 14 705 ' 288i' 

2" 1020 8160 116676 14 29':; 116675 

Sub 13 634 31 315 458 913 U655 n 109:: 460 OC3 

Gene111l Service 
5111' 732 732 8251 11 272 8 25' 

1' 612 1 530 21 656 14 1S-e /1 656 

1 1/2' 5()4 2520 36 174 14 355 3617' 
2' 108 864 6581 7 617 sse· 
3' 60 960 5366 5500 5 366 

4' 12 300 sam 169 257 sc 7"7 

Sub 2028 6,905 128805 18651 0 128 805 

TOTALS: 15662 38221 587 718 1s3n 1 090 see soe 

Sourc11: 
(a) . (c) Hebe Sound Water C~ny. Docket No 970164-W\J. MFR vol IV. p 15 (Rates Ill wor~<paper) 

(e) Anat:tunent A p 1 
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HOSE SOUND WATER COMPANY 
DOCKET NO. i70164-WU 

ATIACHMENT A 
Page 4 of 4 

HISTORICAL TEST YEAR ENDED JUNE 30, 1996 FOR PROJECTED TEST YEAR ENDING JUNE 30, 1998 

COMPARISON OF PROJECTED BILLS, ERCs AND CONSUMPTION: 

UTILITY V. COMMISSION 

(a) (b) (c)= (b)· (a) (d) = (c) I (a) 

Projected Teat Year Ending June 30, 199 Difference: Commission in Excess of Utility 

Per Utility Per Commiss.i.Qo Amount 

Customer Bills 15,662 15,713 51 

ERCs 38.221 38.293 72 

Consumption (000) 587.717 588.807 1.090 

Sources: 
(a) Hobe Sound Water Company. Docket No 970164-WU. MFR vol IV. p 15 (Rates Ill wori<paper) 

(b) Attachment A, pp 1. 3 

Percent 

03% 

0 2% 

0 2% 
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CONSUtiPliON 01-lRGES WITH CONSERVATION ADJUSTMENT 0 10'1. CONSUMPTION CHARGES WITft CONSERVATION AOJIJSTIIENT 0 2$'11 

c-. -O.IU ... to ,, ,,,. IGII so• ! soeoJ t t1l IGII a•[ 1011] 10··· 1M 1)0 1M ,,, ,. , .. 101 Ill Ill 
40 ..... ,., ,., 

"" Ill '"' 101 "' 
,,. lU 

c-
c_ ..... a..... I.IIUIU Ull.llll.ll •.111 11 1 n 1111 1111 1 1 11111 11 1.111111111 I.IIUII.Il 1.11 111 " ·' 

li ft n10 1140 11 10 1100 $01\ Il l\ , .. , $4 II 
10 .,. 11 10 110 110 100 1) 10 1 10 110 1 10 

n ••• ""' ll\0 40 n 4100 ""' l tll tl » Ol\0 

10 11 10 ttl tO 101 10 10\40 101"' 11110 1 .. .. 101"' tot to ,, Ill lO 1nn 11) 10 , .. ,~ IMOO !IIllO I"" t t ) 10 1Ut0 

100 ~~ ·· no eo ,.., IHIO IMOO 110 eo UHO 11110 11110 

'll o+G II CONS IMP CHARGES Wffi4 CONSERVA T10N AOJIJS TilE NT 0 20'11 '1!. CHG IN CONSUtiP CHARGES Wffi4 CONSERVA T10N ADJUSTIIENT 0 H'l!. 

UlliiU tttullln UlUII.n I.IIUIIII 1.11 I Ill I ll l l.lliUI Ull.l.liJI 1.1111114.1 
» 1'4 ""' . tt'f. .... 41 4% "" 

,,. ...... 
ftl ... , ... ""' .... .. , .. , .. .. I ,. ...... , .... '"' 

,,. 
"" Il l .. ..... , ,. 11 ~ .... 

""' .... 11) ... 1) 1 ... ,. ... .. ,. ..~ ... ,,. .. ,. U4% ...... ..... II ... ""' 110'11. , ,. 
1))'1. II )% 111'4 tl4% 101'!\ Ill .. n .,. 111'4 

L I· _____ .. __ loo ... __ 

tlfJIIJS • .... fllloct. ...... elt t._ ................ , . ........... .._. , .. ,_ .. ._.,.....,.w.c.t..,. l 1.,_.lhei'IINfl'ld • .. ,_h,_il..,.ltllkll 
1111-"111'1 • ----~ .............. -.11'1_ ... __ ....... ____ ,..,, , _ .. __ ....... - ..... ..... 

ttiJ~rJn • ..,..._. ........ ,,.., .. .,...,....._,,.._ ........ .,.. , .. ,., ...... ....,.....,.ll*l..,..l l1.,..,h....,..._,, .. ..,,_....,vupw..• 
tlllnl&.t • .................. t O .. t.lniiWo~~~tw.cl..l 1S .,_.t.~w.d. r•r.h•.,.., .... Yed. .... 40 WMe .. .-lt.lw' '* .. h...C""W'.._, 

'UO 0 
::t:'O ::u 
G)() 0 
[TJ~ [TJ 

[TJ ::u 
w >--'3 
CD z 

z 0 
0 

'U 
1.0 (/) 
-.J () 
0 I 
~ 1.0 
m -.J 
A I 
I ,_. 
~ N 
c N 

lJ1 
I 

'T] 
0 
'T] 
I 
~ 
c 



ORDER NO. 
DOCKET NO . 
PAGE 39 

PSC - 97 - 1225- FOF-WU 
970164-WU 

IIOIII: .so t \. 1> \\ \TI·:Jt< '0 \1 1' \ ' ' 
~< 'liE Ill u : OF \1 ,\TEl~ R.\ n : II \ .SE 
1'1Hl.1EI -rr:n TFST YE \R E'\DJ\.(; 6 '3111'.111 

-----------------

COMPONENT 

:.:. :. ·.:~ ~ = :'= :::·.:--=- . : .. : ·. 

RATE BASE 

PER BOOK 
BALANCE 
06130/98 

~- ~= c.-·. 

UTILITY 
ADJUSTMENTS 

s: 

~ ... ··.:. . 

ADJUSTED 
TEST YEAR 
PER UTILITY 

$ . 

~ . . 

Sl'lll . lll 1.1 \.() I · \ 
J)()( J-:J.J \.() IJ'II ) f,~ . \11 

COMMISSIOtl 
ADJUSTMENTS 

~. 

,. , .. 

COMI.11SSIOII 
ADJUSTED 
TEST YEt.FI 

~ .. f - . r-

~ .. 

~ ... 
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HO BE SOL' I"D WATER COI\I PA Y 
ADJl'STI\1 E:\TS TO RATE BASE 
PROJECTED 1 EST YEAR E:\011'\C M3111'JH 

EXPLANATION 

(1) PLANT IN SERVICE 
To capotahze 11om~ ••p•n~t>d b 1 the uloill > 

(2) ACCUMULATED DEPRECIATION 

Tc rt>fle:! 30Cvt> ad1ustmen11o capr1ai1Zt' r1em' 

(3 1 W o1k1ng Capolal 

To trf.r:t .lOJu~t.,ent~ t:: \". ork•"9 :a~·~a 

SCHEDULE NO 1·9 

DOCKET NO 970164-WU 

WATER 



'\.) 00 
::t>O::U 

11 011 1 'Ill '\ l l \\ \II U I I I\ II'\'\\ '-~ Ill Ill 1 I· '\ II 2 G"lOO 
I \ I 'll \I 'I IHI I I HI IIIII I, 1 '\II '1" 1111·~ - \\ 1 ['11/':[TJ 

rr:l::U 
1'1{1 1.11 1 I I-l l I I ' 1 \ I \HI '\ Ill" : c, Ill 'IN J>, >-'3 ...... z 

z 0 
CIIPITIIL 0 

SPECIFIC RECONCILED '\.) 
l OT Ill IIOJUS TMEI ITS PRO RIITII TO RillE COST WEIGHTED \.0 {/) 

DESCRIPTION CIIPIT Ill I E~ PLIIIIII IIOJlJS Tl.lENT S BIISF RIITIO RATE COST ....) 

0 
n 
I 

...... \.0 
(1) ....) 

PER U TILITY J>, I 
I ...... 

1 LONG TERM DEBT 4 ll l ~50 \ 0 \ ·~· JJ 71 \ J ,' J~R01 ~8 )J~ 8 51 "~, 5 82~. ~ N 
] SHORT -TERM OEBT 0 0 0 n ooo, 10 00"- 000"- c N 

J PREFERRED STOCK 0 (1 0 0 0 00'· QOO'Vt" 0 00'<, Vl 
I 

4 C()M',IQN EQUITY 1 773 626 !l 114 ~~~~~ I 7 JO OJ~ ?7 98~- 11 88"' .. 3 32"- "'1 
5 CUSTOMER DEPOSITS 0 (1 0 n 0 00 '- OOO "'o 000<>', 0 
6 DEFERRED lTC S-ZERO COST 0 0 0 0 0 00"'"' 000"· 000'1'- "'1 
7 DEFERRED ITCS-Wl D COST 0 0 0 0 0 00 ·, 000"'~:~ 000""· I 

8 DEFERRED INCOME TAXES : J J,700 0 (4557) :' .
1 o t.SJ ~ 6Q"'•-=- 000~ 000~ 

~ 
c 

9 TOTAL CIIPIT AL s U~5.1.§ s Q s U.!J. 585JS 6,.: H.99J l®.QQ.:'.. 2..ill'. 

PER COMMISSION 

10 LONG TERM DEBT s 4 .331.250 s 0 s (108.5791 S • 122.67 1 68 JJ"'. 851% 5 82"'. 
11 SHORT· TERM DEBT 0 0 0 0 000~ 000~ 000% 
12 PREFERRED STOCK 0 0 0 0 000~ 0 OC'Yo 000% 
13 COMfo,IQN EQUITY 1.773 626 0 144 46~1 I 7:'9 164 27 981\. 10 46<>'o 2 93% 
14 C USTOMER DEPOSITS 0 0 0 0 o oo-~ OOO"<o 000¥. 
IS DEFERRED ITC'S-ZERO COST 0 0 0 0 000"~ OOO"<o OOO"'o 
16 DEFERRED ITC'S-WTD COST 0 0 0 0 0 OO""o 0 OO"o 000% 
17 DEFERRED INCOME TAXES 2JJ,700 0 (5,859) ~ 2 7.84 1 J 69"'o 000% 000% 

18 TOTAL CAPITAL s Ula.lli s 0 s U~mJS 9.119..\'i l f.i ~ a...illl: 

RANGE OF REASONABLENESS LOW HIGH 

RETURN ON EQUITY (ROE) ~ ~ 

OVERALL RATE OF RETURN 6.ill!! 9.0a 



110111· 'Ill '\U \1 \ II HI 11\ll'\'\\ 

' I \II \IF'\ I Ill \1 \II I< 111'1 H \I Ill'\' 
1' 1(1111( llltll'l \1 \1( 1'\ l l l '\(,h.III'IH 

DESCRIPTION 

1 OPERATING REVENUE S 

OPERATING EXPENSES 

OPERA liON AND MAINTENANCE 

3 DEPRECIATION 

4 AMORTIZATION 

5 TAXES OTHER THAN INCOME 

I 6 INCOME TAXES 

7 OPERATING EXPENSES 

8 OPERATING INCOME 

9 RATE BASE 

10 RATE OF RETURN 

AMOUNT PER 
BOOKS 
06f30196 

s 1 674 493 

S823. 755 

S290,742 

S44.206 

S218.276 

(S33,578) 

S1,343,40 1 

S331,092 

S6.248,955 

5 30% 

UTILITY 
UTILITY ADJUS TED COMMISSION 

ADJUSTMENTS TES 1 YEI\R 1\DJUSTMENTS 

S4:'4 r,;: 1: ooo 1 1~ ( ~-l .-. <1 ~:'f'il 

so 836 ~R lJ ~'l1 1S 11 4)~1 

so -,~qo 1.s: S•16R 

so S44 :'Ofi so 

S20010 S238.!86 IS71 0 181 

S157 909 s ~~· JJI (S109.580J 

S187,755 S1531 156 iS16 1.562) 

S424.621 S567,9So IS~62.664) 

S6.21 4.991 

9 14"<. 

"' 00 
};>O:;o 
e1no 
1:'1:::><:1:'1 

('1:;Q 
A >-3 
f\.) z 

"«Ill Ill I I· '\IJ I \ z 0 
II< II f.. I I '\1) •l"llltol \II 0 

"' \.0 (f) 
._J n 

COMMISSION 0 I 
f-' \.0 

ADJUSTED REVENUE REVENUE 0\ ._J 
TEST YEAR INCREASE REQUIREMENT A I 

I f-' 
:8 f\.) 

c f\.) 

S1 G/4 RBo SJ44 337 S2019 216 
(J1 

I 

10 56'llo 
'"'1 
0 
'"'1 

S~O? 159 S802.159 I 
~ 

S:'91 :10 S291 2 10 c 

s•• :06 S44 206 

SZ17 768 s 15,495 S2J2.76J 

(S14,75 1) S123.743 S108.99J 

Sl 340.093 s 139.238 Sl .479.33 1 

$334.796 S205,099 S539,895 

S6, 179,676 S6,1 79,676 

5 42'%. 8 74"'~, 
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HOB£ SOl '0 \\ ATER COI\I PAI'Ii) 
ADJ l ~T\t E,TS TO OPERATI ' C STATE!\t E'\n 
I'RO.I ECTEI> TEST 1 EA R ("'011\C MJIII'JX 

EXPLANATION 

(1 ) OPERATING REVENUES 
To revet~~ th• uhloty'~ proposed revenue .ncrease 

(2) 0 & M Expenses 
• ·c: :.! .. :: ~c:rct:s , ·~ sa lary 

b r To •~duct' t>mployet' beneftt~ 
Cl To dtsano .. •. prOJeCted mamtenance e•penses for npw catal).rtl: fllu;,t,on f.l :1:1.1, 

O• To '"du:t" purchas.~d po.-..er for out of per1o:::l cnarge~ 

~<" II El>l LE '0 J-n 
0 0( h:E1 '0 'J7111f.~-\\ l 

WATER 

IS 10 ~~ , , 

e 1 Net IOJUstment to •educe mate11at~ t supplte~ t a montze genetato• •t>P3" cos!~ lo• 5 yea•~ 
T G rr:t..Jte eQu•pment rental tor com~uter related e• pen!l>e!> 

!S69: 
. s~ ·oo 
cS3 ~s~ 
IS" G' ~ 

s: ~: 
9 l.t>t ratr C3~e e.pen~e adJUStmenl 
r-. i o re: ..~: e Ott./ pe1 :ac1tahzed e.~~pen"e aOJUS1ment 

(3) DEPRECIATION E XPENSE 
lo •eflr:t adJuStmMtte ca;:utaltzed e •oenst'~ 

(4) TAXES OTHER THAN INCOr.IE 

a To rco'-':f' oa,,o' lo •e" a~!.oc•ale~ ;;1lh redu!:ltcr tc S.li"PI(: ~ 

t • ~a1..,~tn ,er.t 1 ~ rNr•G.·E' F\A.t:' !. ,e.a!ed t:. re.~nvc mc1ea~f! 

(5) INCOME TAXES 

Ac1u~:rr.cn~ t c sho .·. 1ncomf CaJ c~ cons,~trnt \', Jtr. ao,u~tcd tc!.t year 

year mcome 

S- r· .• 

s;. ~::-
~ : . .: -.: 

I'- • """" 
s· = ;:,,._ 
~~ • C 'E 
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UTIUTY: HOBE SOUND WATER COMPANY 
COUNTY: MARTIN COUNTY 
DOCKET NO. t701U·WU 

8111ao1111 I!HI GIOI[IJ SIOlh::t 

aut E•,ltitx. C.ll•~· 
Meter SIZe: 
518"x3/4" 

314" 
1" 

1·112" 
2" 
3" 
4" 

f), . ... ..... 
Chat~ 

(per 1.000 gallonJ) 
0 to 10,000 gal 
10.001 to 40,000 gal 
Over 40,000 gal. 

Gta«ll S.t!Yk.t. G.1Pon1gt. C.lll£~ 
(per 1,000 gallons) 

All gallons 

H" X ~lj" mtlll 
5,000 Gallona 
10,000 Gallon' 
25,000 Gallon• 
50,000 Gallona 
15,000 Gallon' 

Ratea 
Aaof 
QiG!!lili 

$1 2 14 
$18.21 
$30.35 
$60.69 
$97.11 

$194.22 
$303 46 

$0.78 
$1.76 
$2.34 

$1.46 

$16.04 
$19.94 
$46.34 
$96.14 

$154.64 

SCHEDUL.E 4 

RATE SCHEOUL.E 

WATER 

M12olbl~ B.llu 

Utility Commiu lon Utility Commission 
Rateau Requeated Approved Requuted Approved 

&!! l~llU mtt[im ln1crim !;In~ I f10.a1 

$1 3.59 $14.25 $13 62 $18 68 $15 87 
$20.38 $21 .37· $20 43 $28 02 $23 81 
$33.96 $3561 $34.05 $46 70 $39 68 
$67.92 $71 .22 $6809 $93 40 $ 79 35 

$108.68 $1 13 97 $108 95 $149 44 $126 96 
$217 35 $227.93 $217.90 $298 88 $253 92 
$339.60 $356 12 $340 45 $467 00 $396 75 

$0.87 $0.91 $088 $1 20 $089 
$1 .96 $206 $1.97 $2 40 $2 23 
$2.62 $2.75 $2 63 $300 $3 34 

$1 .63 $1.71 $1 64 $2 06 $2 06 

I~RIC.I Br:aidtollal Billa 

$17.94 $18.80 $18.02 $24 68 $20 32 
$22.29 $23.35 $22.42 $3068 $24 77 
$51 .69 $54.25 $51 .97 $66.68 $5822 

$107.29 $11 2.65 $107.82 $1 32 68 $125.07 
$172.79 $181.40 $173.57 $207.68 $208 57 
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unLITY: HOBE SOUND WATER COMPANY 
COUNTY: MARTIN COUNTY 
DOCKET NO. 170114-WU 

BaM Fac:ilrty CMrge 
518"'x314" 

314" ,. 
1·112" 

Z" 
J• ... 

Rtsidtoljt/ Ga/looagt Cbtrge 
(per 1,000 gallons) 

0 to 10,000 gal 
10,001 to 40,000 gal 
Over 40.000 gat. 

G«ner~l Stryjct Ga/!ootgt Cbtrge 
(per 1,000 gallons) 

All gallons 

Schedule ol lUI• O.Creau After Expiration ol 
Amortiulion Period lor lUte Cue Expenu 

$15.87 
$23.81 
$39 68 
$79.35 

$126 96 
$253 92 
$396 75 

$0.89 
$2 23 
$3 34 

$2.06 

$0 .53 
$080 
$1 33 
$2 65 
$4 24 
$8 48 

$13 25 

$0 02 
so 05 
$008 

$005 

Schedule 5 

L--------------------------------------------------------------------------- -------
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