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RE: DOCKET NO . 981678-EJ- INVESTI GATi v N INTO 14 <• U1WNlNJ ,~: : r; 
THE FERNANDI NA 3EACH fJ1VI S 10N (l F t'LO R! f/A l ' f tBI 

CUMPANY . 

AGENDA : 1 2 11 S I 9 8 REGULAR AGEN OA 
INT ERESTED PERSONS MAY PARTl C lPATF. 

CRITICAL DATES: NONE 

1 • ·~· ! t ! T l ! ~ ~· 

SPECIAL INSTRUCTIONS: ATTJ..CHMEWJ'S 1 THR0UG H c> l \ 8 F tl' ,·: I '.'A:: h!' :,r 

FILE NAME AND LOCATION : S : \PSC \AF'A \ Wl-' ' 911 l C 7k . W'M 
R:\PSC\AF'A\12 J\q 816 78 WK4 

CASI BAC~GROQND 

Due to the Commi s sion 's continu~ng earn1ngs su rve :llan Le 
program, it was noted t hat t he 1997 earnings u f the F'l u nda Pul·l1c 
Ut1 l it1es Compa ny Fe rna nd ina Bedch Divisi o n ( F'PW' FB u t the 
Company) were i n e x cess of t he maximum autho r1zed r·e t ur :. •1n ~" qL;~ty 
(ROE; of 12.60\ . Th e Company subm ' tted a letter to Staff dated May 
20 . 19 9 7 , 1n which it agreed t o cap its 199 7 earnings at a 1/ 60\ 
RO E . ( Attachment 1) The disposition of any excess t ar"ll.tgs was 
lef l to the discretion of t h e Commission. ThP. Company , ho wevPr , 
rl 1d reserve the right to request alternat1 v e diapo s1t 1on s such as 
a dd 1onal contributions to 1ts storm damage reserve o r the 
t educ tl o n of any depreciatio r> reserve defic ienc1es. An Audtt 
Report for the 1997 calender year was issc ed on July 6 , 1 J98 . Th~ 
Compd ny ' s response to the .... udi t repo rt wa s rec e 1 ved u r. J u, y l 4 , 
: Y98 

DC' l ..... . : 

135 l 4 
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DOCKET NO . 9!31678-E..l 
rATE: OEC EMBER 3 , 1998 

On November 2, 1998, the Company aubmltterl a letter request1ng 
hat the 1997 o ve r e a rn i nga be appli ed to the F'Prnan':l:r.d l·,.c'\ch Sto1m 

l>'lm< ge Re>aerve. (Attar::h--en t 2 ) 

PISCQSSION OF ISSUIS 

IS SUE l: What lS the approprlate rare basP f t I rl ! \d<J lubll ;· 
. ,~: '.les Compar,y- fernandina Beac h DlVI!:>lOII 1 .. 1 .Jett-rHilflltlO UH: 

~mtunt of excess earni ngs for 1 397? 

RECOMMENDATION : The appt u p na ! e r c.~te t c~se ~ ~ r f~i r. 1c-t f' ,Jt .:.:._· 

l. tllJLlt;!:l Compan;· - Fernand 1n a 13ed~h Ll lvlsi u r' f or o•~tr·rm:nu.g the 
amuunt o t eYcess ea rnings f or 1997 I!:. S l 5 , 6U- , 6ll . <L. PO~I G, 

t-11::RTA) 

STAFF .ANALYSIS: In l.tS December 199"/ r~arnln,jS SuiV(•J lJ .-:t:. -. ·p ~~ ~! p!Jrl , 

:!~e Company repo rt ed a t ota l "FPSC Ad) 'lS tCl1" r dtc t .<.s:-,e .~ f 

Sl c:, 73 9 ,4 06. Based on the ad )ustm~nts dlscus5c>d l t· }ulo.', Stat 1 
comme nds that the appr0p:iat e rat~> base ::o; SJL,6 L , t.i7 . 

' A:..'achment 3 

f.tJli,ISL meot 1 : rommon Plant Allocatlons Acco r d.r • ..,; A•Jd! ' 
f.xcer;tl0'1 1 , t he Company used amoun ts deterrrl:.e•1 1 :. !9·~ 

c1.: c atL corrunon plant between the elec tri c anrl "'"": d!'.'l:->1 :1s. 
i: 'n vver , hese amounts c;hould have be<'r. upu<Jtc•<J r~>f :, . ,, rh •~ 

· .:r ertt amounts as of Oecember 31, 1':19 • . E~ased •r." :• _·c~;, .. ni:lt ~t.r. 

.J!->l:.g the updated anounts, the foll o ...- lng reduc t tons st. d\.l t f: mo.je : 
5';~ , 809 to pl o nt in service; $31, 956 to accumutdt<'d dt:f.;rt: .d . ~ r1; 

$11 , 113 to depreci ation e xpense; dnd SP(.H ; "•· s- ·: ·· ~

T r ansro rtatl o n e xpens e s h o uld b e 1nc reJ R~rl by S4 , '•!H. 

Ad 1'1S t.ment 2 : App l l c ation of 1996 Overt .. rrlt nqs t o t 1,,. :; t Cl rTfl (l<H n d rp· 

Rese r ve I n c luded in \oJOrl<lng capital IS .:>93 , 08 I •I ll c j 1 i-rn<>!l l) 

averdge basis rela t~d to t h e ... 996 e xcess h's r r.t r .. J R • ~ • • 11, , .1! •. ;,, 

t~ ,-:.:- review o f ! 996 earn1ngs, in Order Nc, . p;,r· ~ ;•;._':.,-!- -r -r: , 
!~ ;1.e· i N0vember 2~ , 1997, tt.e CommlS Sl<•:t sta ted, "l'Y ) ~IlS diTu.nt 

st1r:~ J • be booked I t o the Storm Damage Reser v.-. l e t f ect. vt:: J c> r. .,. r ·1 
lYYI t u r ratemak~ng , earnings surveilla11ce and o verenrllllln.s ,, .. ·~""' 

pu, i 'r,!:>es . Based o n the u tder , the (" ' · r n' Damr!g" 1••·!-f': -.•e ::;!. ,r~ 1 

:·, .. rt · r1·ased by $42 , 93 6 d36 , 019 - 93 , OH S 4 .' , lJ3bl. Sl!Ve · h1 
d • ::.t IS a lo.'Orking capltal l1ab1 l1 ty, ·.r.e t.twng~,; r Pdu~·e~ wo rK tnq 

.Jf:-; d: . Ther"fore , Staff recommend s tl.at wor ~ ; r, cJ c-1 p1 • <~, t J(• 

r~~ J-ed by $4~ . 936. 
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: ,,- ~T: NO . 981678-F:l 
DATE : DECEMBER 3 , 1998 

ISSUE 2: What lS the app r opriate overall rate n f retc~r:1 fo r 
:-~J onda Publ1c Utilities Company - fernandina Bea l. h ulVlSl< r ! <ll 

determini ng th~ amount of excess earni ngs f or 199 ·,? 

REC~TION: The appropriate overall rJte o! rel.Jrr, f <, r ~·lc• r l ' jr• 

iubi1c \ltllitles Company- fernand1na Beach Olv 1s10r, f o r mer~st'llng 

he <.Jl'1oun t of excess earnings for 1997 is 8 . '•8't , rdflf'd r. •_t,p FOE 
ap o f 12.60% and a 13-mon th average co.pltal s:.ructJ :'· ~ •I · ~1e 

f·e:·t o ending D~cember 31, 1997. (DRA PER ) 

STAFF ANALYSI S : Based o n the adJtrst.mer.t discu:'ls~-<i t• . .,., -' '<~~~ 

recummends that the appropriate overall rdle of relurr. ~ .;r ~i '(l • -~E 

l •· r measuring 1997 e xcess earnings 1s 8. 98% . (Atta c llmenl 4 ' 

AoJustmeot 3: Deferred Revenue 1n the Copltal S t ru ,· turr· - ~>t.:-df 

begar1 with :.. he 13 - month average capita l structure tr<m tr.e 

Company ' s earnings surveillance report !or the ppr 1 d P;. 11 n~J 

December 31, 1997 . In its earnings surveil:unn-' rf'i'r ' rL, ttle 
· · ,:-any removed its investment ir. Flo-Ga s entirely fr()m common 
equ1- y in a manne::- consist ent with prev1ous cases . Tt .t' <'mpan y 
spec l.fically ldentified defer:ed taxes, investment ax c reditS, r1nd 
customer deposits. 

Stafr spec1fically included 5123,01;> as deferred revt.>nUP J:, 
the ca p1tal s t ructure w1th an effect1ve lnte r est ra1 e . f ' · . ','••. 
Th1s amount represents a 13-month average o f rhe exces~ ed:: . • :-.1~ 

plus 1nterest for the 1997 year . The cost rate on deferred revenue 
1s based on a 12 - mont.h average of the 30 day commercial paper r au• . 
The JU dY commercial paper r ate 1s applied pursua:.t ' ( P .Jlc· ;• '.-
6.109, flo r ida Administrative Code. The tre.:.tm~nt , ! roxc <:"is 

E:arn1ngs as an item in the c ap1tal struct urP 1s cons ; ~ er. t ""l' r trlP 

rre'ltment of deferred revenue in the prev 1ous earn1ngs rev.e"'' ·· f 
f-'P tW- FB. (see Order No . PSC-97 - lSO S-fOF-Fl l 

Staff reconcj:ed the re:na1n1ng adJu:, trr.~r.ts t .r1t1• td::.•· ., 

p10 rata basis over investor-supplied sour c •·S of capltrJl. ir. ;rle: 

N-:.: . PSC-94-0983-fOF-EI, issued August 12 , 1994, the C)mJ-nlsS:"'n 
estat~ished the return o n conmon equ1ty f o r FPUl-fB as 1: . h 0 1 witt. 
a r an g e from 1 0 . 6 0% to 1 2 . 6 0 6 . Us 1 n g l he t o p ' ' J U,. · I on q..: '., ! 
1 :'.60% , Staff calculated the weighted a·:erage co!>t J! r·apltal as 
P . 98% . This is the rate of return used to measure excess edrn1~gs . 

. 3. 
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DOCK£ T N 0 . 9 8 l 6 7 8 - E I 
ld .. TE : DECEMBER 3 , 1998 

ISSUE 3: What is the appropr iate net ope rat 11.q l n .-ume 1\1 i • t o : 
Fl o rida Public Utilities Company- ternandtna b•~d ·..: ~·. 1·: : ~ • . · •· t t r 
rlerermlnlng the amount ut excess earntng s f e r 14 ~ 

RECQMMENOATION: The appropr iate NOI f o · F lot : d d f' :b: 1 c U t 1 1 i t1 es 
Company - Fernandina Beach Di vi s ton for determ!.n l : . ' l • ' •f· <J tn '> Unt -- f 
exc Pss earnings for 1997 1s $1, ) 59 , 01iJ . ' L. f~ ~~ l.J , kOMl G, 
MER TA, 

STAFF ANAI.XSIS: In its December 1997 e a r n1ngs s urv• · :: J ctr W t> 1 q w r 1, 

Lhe rompany repo rted a totat "F PSC Ad 1usted" IJOI S~, ' · 4,'; tL' . 

h.< ~ <:d •. H l t he dd ) us tmen t s discussed belm. , Staff re ,_omm~nds that the 
apf • I '.1~0a t e NOl i s $1 , 559,02 0 . :Attachment J ) 

Ad Justment 4 : Interest Income on Bank Balanc e s The ·,·om! •<H!Y 
~r .c luded lnterest-earning c as h 1n wo r k1ng c.Jotta l but , j1a not 
1r.c lude the related interest income in revenues . W1th regard t c 

tie fernandina Bea ch Division's modif1ed rr.1 n:m u rr. filing 
requ1rement s report , the Commission determi n ed , 1r1 t..~ r.jer Nr • . PSC-
94 98 3-F'OF"-EI , t ha t t he interest i ncome sho uld L) f' 1: .r l uded 1r: 
::- .:: venues 1 f t he i n teres t -bear i ng c ash i s in ::L.Jded 1r. wc.rl'. l ng 
c apt t al . The Company earned inte rest o n 1 t.s cash <H..:c u unt ··ven 
•hcugh the 13-mon th average of cash 1n wo rk1 nq c upltd l wa !> 
~H?gatlve . Thls is because the bank uses an averdq P m• JI Jtt . l }' d s :1 
Ual cH!ce to calculate interest ea r ned on c-ash - 'he 1' rnu :.r ~ ~ l'.' ··: a J• · 
.~ f c a s h in wor king cap1taJ is based on the c ash ba ! .11 1 · E· r;~ ~ rT .. m t. ! • 

~- nd :ather than the average balance f o t r1"1e mcrt t. S ' d f! 
reco mmends t hat revenues be inc reased t.y Sl , 768 t CJ inc-l u.1 <:> ~~ - ~ e r,s : 
earned on bank valances above-the- 1 ine Pven thc,t. :-JI", r h"' p•· r t · • ': :-; 

: ·a s r. b a 1 a n c e ...., a s n e g a t. 1 v e . 

Adlustment S : Imputed Negat1ve Inte r es t In tt .s earr : :. 1 ~ 

surveil lance report , FPUC-fB had a negat1ve c ash po:;~!.l on ! z. r · :•t· 
13 mo n ths ending December 3 1, 199 7 . Thus , lt1 f' Cornr, .-~r ty rr .'l · f· · "' · 
01d j ustment t o reduce ·evenues by $4 , 8 ? 4 . Ttle : d ' t Und' •· ... •a:, t.ha' 1 f 
!ne ("Ompany r.ad to add interest ln...:ome t O r P V~nU<::S l v r lfJte : o::sl 
.:: a rr 1t ·1 on a posit ive cash pos .ltion, ll C(J u l d 1 mp ~.; • . . . . ._,at 1 v e 

: n t erest ea rned o n a negative balanc e o f C" d s t. , ther e !.,' rPJu , ln<] 

ceven ues . Many companies , inc ludif"lg FPUl -~'B, r o ut l r t ·~ ~ y ·~<I ll Y 

:1ega t .:.ve c a s h bala nces of cash due t o agy ri::!S S1ve cas~, ma:1dgeml:n t 
f ·•d l c :~ s . A negative cash balance does n o t nec£s s ar1ly 1nd1ca Le 
·- osh ! ! , ,...., o r other f inancial problems. In Order Ni.. . PS< -9' - 1 '"> \ S 
F'Of - E: , the Commiss 1on disal lowed the Co mpa n y ' s u d J ,.._ , me nt : , , 
1mput e negative interes t o n a r:~IJ fltlve c cJ :; t. lld ldrH 1:! . ;·u n s l ~ t c· r: • 

w t l ~ : ),r~ • O t ol t· r , St r;;ff recommends tha t S4,1:J ,' 4 b e aidei !d , k t >""'> 

! f...- '/e: • JI ,. S . 

- 4 -
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DQr YET NO . 981678-~ 
~ATE : DE~EMBER 3 , 1998 

AdJuStment Q: Inte res t Reco n c1liat10r - Thls a...:,ustnwn· :~ r·aseo 

or; the reconc ilta tivn of the rate bas~:: ar.d the \ apl tdl s r ·uct urt: 

·J..:t, u, Slaff adjustments t o rat f> bi:lsc~. In th1~, 1nst.r~ nce, lr,.:omt· 

: c1 Y. e::i stwu ld be i n c reased by S920. 

AJ·ustmt:nt 7 : Tax Etfect of Otl.er Ad,'JStrrw:.:..s- :!w tnX I : : e: u! 
.: • d : ~ ' s adJustments to rate r c:1 s ~ r1 r 1 d r;"': res .. t s 1 1. d S 4 , l n 
::. :~'-aS"' ::u 1ncomP ta x es . 

ISSQE 4: Wt1at 1s thE; amount 0f ~->x..:PSS P2!. r,u,gs t CJ r F. r 1 1a 'ur , 1 

11 • :l!ttes rompany- Fernandina Ber1•L DlV!:ilC">tl f1 r i71 .': 

B.EC<HiEHDATION : The amount o l e xc<!s~ o::cH rau.gs for F ... !.., 

Ut1J1ties Company- Fernand int Beach!":·::~: ·r. f.._. •' • ::-; .: :, . ""' 
f.)l·J~; ut erest o~ S6 , 8S6 .o r a t< ·a~ o t s. 41', 14~. 1L ~ r-:: c., r~ Et·!A 

STAIT ANAJ,XSIS : Based o n the 1ecommendat t o ns tn ltiP pr•· Vl (•\ :!-> 

1 ssues , Staff has d eterm1ned that ~·ptw- ~·w s Px• c·c;:, ~~ .. r r •. ::1" 

:·1(i/ Are S2 41, 2Btl plus ln t er Sl uf ~(, , H'>t ( .-1: 1\(l, ~. ·1• , >1· 

Jt.J /(·present~ d. earned HOE o t :•. ~·1¥, .... r •• ch exct·E:~l:.> tht: m'"'x:murr. 

rJ~U.t :_zed ROE of 12 . 60% . i AtLachment '•I 

- 5 . 
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~l0C VET N 0 . 9 8 1 6 7 8- E I 
DATE : DECEMBER 3 , 1998 

ISSUE 5: What 1s the appropriat e d1sp ·s1U on 
~arr.Jrgs of florida Public Utllltlf'S Compa1.y 
[ \Vl SlOI1? 

:.f•e 1 YY • ex ·pss 

h~l :.ctr .rJ. :.u r)f'd r. 

RECOMMENPATION: The total amount o f :901 ... , (:'S!-> ··r~r: .u.gs <; t 
S/4: , 289 , plus interest of $6 , 856 , should be clPr•l led t < • r.•· F:or 1da 
f'l; l : 1c Ut1l1t1.es Cornpary - f e rnand1na Bc·dc h DJVI.SJ·)r.' s · ' rrr. :·rJmage 
i·'P_,P rve . The effec tlve date f or boo kll)Q the o v<·rc•arn:n•:" s h. t. Jd L>(· 

,:,uary 1, 1 998 , for rat (-:ma kl Pg , ea tn1nqs .surv •~l; ic~ rt · nll tl 
·:•·:earnl:tys rev iew purpose s . I MERTl\ , ' ROMJ ' , BREr-lAtJ i 

STAFF ANALYSIS: The Commi ss1on , ty Ordt r Nos . PSc - :.·-: lc:, -;.· .r - 1-!, 
. ssuPd i-'ebruarv 1J, 1997, and PSC- 9 -7 -l':>O S-fOF-E l , fuur.1 t~1c1' FPUC-
1· r• ' -. ex ...:ess ea r n1ngs f or 1 99~ and 1 4CJ6 shuu 1 d be apJ-l 1 o.::-i u~ l h •~ 

St rrr. Damage Rese rve. During the 19QS nverearnll,gs tt'VlP'"' · tt:.=

~ompany flled a letter r e q uest1ng haL any overearnaq~ r •P dpp: lP l 

LC -. ne Storm Damage Reserve because u f •he Jispa~11y tt.e ~e serve 

ot.~ accrual levels between 1ts Ma r.anna anr ! F'~rr.,illtl : na bed (' ), 
,. J : tric division s . The Cornmiss H;I• ; 'dted 111 O :der 

: 'JU~· -FOF-EI that there appe1red t o b<-~ a det 11.. 1en c ) 
:amage Reserve even Wl h t~e addltt o n o f the P x c ess 

... , C 

r~. . r s ~~ - ,_,'I -
1r1 · ~ ·~ p :; t~ rrn 

t ·• a ! ~ . ~ r~ ~ s , 1 

The Commissi o r1 approved , by Onjer t~ o . i ' ~:r· - ·,.; -1.: ''• -F:_n· - !·.: , 
:~sued february 10 , 1994, an annud l accrur~ : ,-, ( r (' I . 

' ' 
·~st 1blish a $1 m1l liv. st urm damage reserve o •;e r : J 

,. 1 : ~ p 

tv'dr :anna !JJvlsion . The reserve bala1.•·e dt .;ep' ··mbez . ').. \.-.'-1 ..... 

$ ~ l J , 6 6 8 f o r t he M a r ian n a D i v i s i on . !-' c r t t.' r· c : r , " . , ! : ' . " Bed 1 • t. 
L:1v1sion , the Commi ssion approved , oy Order No .. -·: . / 1\ , is:-.ut:d 
Nc vembPr 27 , 1 989 , an annua l accrual r; f s:l , C. I ; n c ' <t llJP d f'll ! jf'il 

! "' : t he reserve wa s d 1sc ussed 1n the o rder. ·;·r.·" r eSi? ! \/f' f in.d: ,. r~ · 

.' •' f' rambet .)(J , 1998 , was $3 79 , 569 f o r · tw F~'•J:.dr: ,Jliia hP" !, : . : _ ,,, 

By letter da ted No v e mber 2 , 1 998 , Lhe Company :· ·~ • piP :-ot ed : t,,.,, 
1 ;,,. 1997 o verearnings for Fernandina Bed c ~. Le dpplled r • •, e s · ' 1 ;r 
:on j ~ e Res•..:rve . The Company bel1eves t,dr the rE-st<:rve :·, ir· ' :Pr. · 
L·c~:--"'d o n the greatPr p u tential for l o5s due ' l' c J ar~·~· It• ;,.., l . r11 1' 
Jrtvf'·n. menL for Fernand1na Beach ~ hac. Mar1i:ln11a .Jnd n mtt 'f• Vdl l.erol. lt· 
.. <,o.">tal l ocat ion. The gross plant inves'rnent 1n Fernvnd:na BP" ·t . 

ex,·eeds that of Marianna by appr o x1mat-=ly 22'; . i·, t;r- :-1f)h 
~P::·. and.lna Beach rate r ase, the Comrrls~; . n'. : r-·,, ~ .~:·v: · ;,,. !, •·•-
.. , n·!....:-ual Lv be /S'f gr<=?ater tr.an ll•d' f t'lr~rln' . ru t·.s:,.•ll • : . . :• 

d t,<l locaLlOrJ. 

S taff dgrees Wltn thf' Company's tw l1ef that t t:Pr •· · rt ' ~ :.u•·"- ' 

1.- a def1-1ency 1n 'IH• Storm Damage· f<e::,erve t ·•• !•· :·,, t. : .o 

h n t . [ ; v i :, 1 o ~. e \' e r 1 d ~ t e r ·- () r, • r )t') u t 1 r. <J 1 v e r c- c1 r 1 , 1 r . J :o ~ : , 11 1 • • ' 1 · 1 

- 0-



DOCKF:T NO . 981678-' 
DATE : DECEMBER 3 , l '=I~;:.; 

.9~b, an:l 
There fort, 

the 
Sta ff 

1997 ove rearn· :~gs nt S/·1" . . ·• · · ' !. . !-
recommends t hat'"'"' lGq · 'Jti• · <Jr!.:t. •; :-o t ..... 

·.~ · 

S1nce the exc ess earn1ngs lk'C\11 n~d '11H ; , •• :. j :nter ... :o · 
rta!:i :>r.: y been ca 1 cu la ted for that ye-a z , • ...1! 1 

". ~ : t> c ,mmen::: 1 r: t; 
:~at ' he 1nc rea se to the reserve be r:-.ilJe ~.:fte : :·:f -J ~ Ji1r• •la ry ~. 

:'1°8, all 1egulatory purpo~es . !h1s l.!llm\n11t•"· •t.e ;.et~ri 1 

•:.t-> , ,~J. c ulaLlon uf any addltional amuullt.'> uf ::.t•·r •"•' H~ll .~ •• . 1• · · 

' '. >: - r, .._ rea sed reserve 1 n the de r e r m 1 n ,p 1 or . · t ,. " r r, 1 n • 1" "·• f. 

·~rt : s treatmert lS consistent wtt ~ <nriPr N····· l· ~· · ·· - .. : , •.- ~·J~-F.: ,;,iJ 

j•Sf '-'17-J')QLl-f')f-- -fl , in thP prl •) l ~PI'. I-'ll >· .~Jiilt:qS •h· kf>t~ ! ,)[ l ' tY' 

1! , ' 1 ] • rCj( • 

ISSt]E 6 : Should th1s dvcket be ·J · St• oJ . 

~~NPATION : T.11s docket shou:d be ; _o sC!d 11 :~ c. 1~"' 1" 

sc~ b:-;tant 1al lnterests ar~ affected by ·, :.e p1 c, pr•:;, •· 1 d .. 

f, r n resL Wlthln the 21 -day protest perl OCl. Ffi,'! !!. · 

STAFfANALY~ : At the conL :us~ · n o t '~.e rolo :-

': : • • <;r ts !1led, th1s docket sr. c•u~d be , . : ' sl.:::. 

- 7 . 
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The ~.:alculation 11! the earned ROF will be hJ.Scd \Hl lh<.' ··1 P\t \JfU\lcd 1\.t,l' •• lhc 1 .1~mn~ 

';urvelllanu: Rcpon!> for December (907 . u.:.mg lht· ~.unc.: adJU' ' 'TlC111!> Jppn"' 1r •t•r 1.:,, f f'\t 
r emand1na Beach rnte case All reasonable .md prudent cx;x:m.c., Jnd 1n' r'm•··n1 "II' h· 
Jllm,cd 111 the calculauor.. but no annuah7cd lH pro tom1a aJiuo;tmcnh '11 1 ll· .• ""'l' 1 ''tl' 
calculatt0n ~~ '~hJcCI 10 line tumng h~ f'ltlnd.t Puhhl I ltlttll' ' 1 .11nr.m· •. orhl t o~rHnl,,l, ·ll .... J I' 

f11c Ji~rP~Illull PI ..111~ excess eammg~ ~hall he lc:h to trll: JJ!>UCIH•rr PI •hl' < ••lll!l\l,,l .. n , · 
..tdditton tn a J1rcc1 ca.sh refund. the Compatl\ rna~ rcquc~llOmt Jcr;~ll t I ' , q ,, thcr .dll'nl.lll\,. 
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NU . 981678 -~ 
DZCE11BER 3, 1998 

\1r lnnotln J l>t:\ lm lllfeLLor 

D11 tstun ot .-\ut.i!ltn~ d.:. 1- 1nann:11 :\n:JI~ Sl' 

Florida 
Public 
Utilities 
Company 

F! ORIDA i>l rnuc SERVIrE lO~fMISSIO\ 
::'54() Shumard Oak 131\.t.f 
f all ahassec !-[ 3 :::' _,Q9-IIi\(> '. 

Rt: 1997 (ha-camtnl,(:- . I cmundm.t lk:~~o:h I ln:tr11. 1 >rcrattPII ' 

Dear \1 r lkv l1n 

A'l~l AC rl>tE 1T 2 
PAt;;:: 1 . r 2 

I he l o rnpany requests that the total u\cr-camtng!> fur 1997 111 h:m:mJtn.t lk.Kh I lcltrtl 

Uper:.~uons be contributed to the Storm Oamagc Reser><: tn h:mandm.1 lk:.Kh \\ l' 
helu:vc th,· Storm Damage Rc:ser.·c to be dclictcnt Juc to the ft>llu~\lrll,! rc:t,•HI ' 

rhe Company's first attempt to establish J Storm Damagl' l~c~l'!\l" 1\U,, In 11Uf 

Mananna Rate Case. Dock~t No 880558-Eitl98l! 1 ·\! though the t c~rnram 

requested an annual allowance of"$5-UJ50 ba:,cJ tH1 J..unagc ·. trtl!l1 llum~..Jw 

Kate. the Commtsston thought thts was l"\<.:<: .,!'11\'c and rcdw.cJ tltc .mnt t.J! 

·ccrualto ~ 17.300 

I he Cump . .m~ ag:.un !>ought to establ!:.h .J ~tllmt ,!J!ll;Jcr .1\. dU.tt 1:1 ·• . r 

ll·m:mdtna Hcad1 Rate l asc. Dnckct !'J<, XX JO'>t,. f It I 'IKH 1 \\ c .JI.!.tlll 

requested an annual accrual of $54.050 bused •m our :ul!umcn1 111 t~K prr\ H 111' 

Manannn case. the greater potent1..1l fur lo::.~ Jue t11 J 25°·o larg~r gro" pl..tnt 
1nvest:ncnt and a more vulnerable coastal location 11-lc rinul <.ku~ ·"n ''a~ 1" 

allow an annual accrual t>f s~ I .o2: \\ htl.h \\ ... _, : <;O 0 J..u .. :r t h~:l th:JI .d lol\\ rd Ill 

the Mananna ca.. ... c 

In 1993. the lqmpany agam tiled tor rate r~ltcl 1nthC' \lan.mnJ J11 1,.ort l1 
thiS Rnte l U.'>C, Docket ~\) t)\04()(,. J· I II t}C)'\ l. IH" rcquc~>icJ tit\' .1!\(Hial oKdll.tl 

ht· tncrcu:.cd w ~200.000 !rom the prc,·toU!> authorw:J k1cl '''~I: . ~on \\ ~.: 
.. tlso requested t.hc Storm Dam~gc Rcser.·c nc l..appcd at }I mtllwn !he 
reasons tur thts tncrcase were the: rmpact that 11urnc.1llt" ·\nt.irc1' 1 1')'1::' I hJJ 
t>rl ek..:tnc dtstribuuon prop!·rty and t>n the 111:-.uruncc mdu~tr' ' ' 11\ ~·r ;t!ll' r.ttl" ' 

rnuktng 11 tmros:-.tblc tllt>htatn col'era~t: .tt J rt:u:-.unahk ~~~~~ 1 11~· lttwf < rrdcr 

•n I), 1cf...t.:t "-•' 11 \0400 L I read:. 

- 'j -



DOCKET NO . 981678- EI 
DATE: DECEM.BE R 1 19 9 8 

t\r!'l\t..: lll·l ::·rr 2 
Pi\, ; £ 2 J! 2 

· \ccor~.llng_l~ . \\C 'll:tll c:;t;l r l t \ 11 .1 ' tnrm J .Jl11.J!-' l' 11. .a• l' ,,, ~ ; . .. l~< • r. 

with the ac-:rual penoJ tur thl· rcsl·r. c 'ct Jt !(l \ l".Jr ' .11 ~' 1111 ''"' ' "l"r 
' ear Order' " p...;( .t~J .It - 1- l r Jl -1 I i _ ~ 

.! I he current .JI.lUOllllatcJ ...;to nn f),wi.JI.! l i{L''I'I \l" rn \!.u :.lll l l .t .n.: 
l l·m;wJula lk.H:Il ,tfl" •• , h d lll\\ ' 

~ianann:t 

FemaJtdma !leach 

·\ccumulutcd 
Restn l' 

$4! .> .Cli>X 
179. <,() 11 

\nnuul 

A n·.!J!.!!1 

'!II 0 11 OOIJ 

~ J.C>l)( ) 

It 1.> .1ppurent lrom Hem!> t l 1 through t~ l thJt thcr~.· :' J JcltclcrK~ 111 tit..: lanan\.llll.l 1kad1 
Jccumulatcd Storm Damage Reserve We an: thcrclllrc rc~ucstt ng the I q q.., o.-.c,' 
revenues Jnd Interest he tr:msrcrrcd to the 1 ~..-rnarH.hn.t fkach ...;tom1 i).,rn.tL!l' J{oc·'''-' 

'lrnccr~-

{ 
G-tt.._-· 

Darryl I r.ra-y 
Vrce PreSident 

Shrn 
W Schreli:l b~.·•n 

J l· ngllsh 

Rm"n 
<1 Bachman 

!\lartln 
Sam Mcrta!l:n 1 XSO l 4 1 3 -642~ 
I' l·oster 
\J-t 5-C11.J 
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FLORIDA ?UBLIC UnUTIES COMPANY ATif.CHMENl 3 
FERNANDINA BEACH ELECTRIC DIVISION 00 

">R DOCKEl NO 981678-EI :-.: . 
REVIEW OF 1997 EARNINGS t'l " .. [tJ 

,..:j 

Apploc.-•l•on 
o! 1996 0 

[tJ 0 
A~ Ftled Overeammgs Interest lnlerest n 

FPSC Common to Storm Income lmpu1ed Reconallahon.l Total [tJ 
-, "' AdJU$ted Ptam Damage on Bank N~tJve lTC Total AdjUSted &iC? 

Bases Allocaloons Reserve Bl'tances Interest Synchronozatoon AdjUStments Rate Base [tJI-" 
::ocr-RATE BASE .._, 

Plant It\ Service $25 022.274 (S5t .809) ($51 .809) $24.970.465 w ru 
Accumulated Depreoabon 9 252.418 (3~.956) (31.956) 9.220.4A2 :_. . 
Net Plant lfl SeMce 15 769.856 (19,853) 0 0 0 0 0 (19.853) 15 750 003 
Property Held !of F ut1n Use 0 0 0 "' "' ComlrudJon Wont m Progreu 2:99.654 0 0 299.6"4 00 
Net I JbMy Plant 16.069.510 (19 853) 0 0 0 0 0 (19,853) 16~9.657 
Wol1ung Capital (330.: )4) (42.936) (42.936) (373.~0) 

T o1at Rate Base $15,739,406 ($19,853) ($-42,936) $0 $0 so so ($62.789) $15.676,617 

INCOME STATEMtN1 
0pen1t1ng Rfl'l'ef'lues $5 qfj2 38f' S1 768 $4 824 $6 592 $5.988 Q78 1-" 
Operabng Expenses 0 0 ...... 
Operabon & MaJntena~ F ue1 0 0 0 
l \peration & Maintenance . Othe1 1~.836 9 918 9 918 1 674 75-4 
DepreoatJOn & AmortlzatiOil 874,610 (11 113) ( 11 1131 863 497 
Taxes Other Than Income 1 408,893 (868) (868) I 408.025 
Income Taxes · Current 525.967 776 n 565 I 815 911) 4 177 530144 
Deferred li'IClOf1V' Taxes (Nel) (20 589) 0 (20 589) e lnvescmem Tax Credit (~) (25 873) 0 125 873) 
!Grun)llou on DtsposrtJon 0 0 0 
Total 0~ Expenses 4 417 844 ( 1 287) 0 665 1 815 920 0 L 114 4 429 958 

Net ~atJng Income $1554542 $ 1 287 sc $ 1 10) $3 DO-• ($92'1) sc ~ ( ;s S I 559 020 
~ > 
>--i r . . . ..., 

EQU'TY RAnD 4-4~ o oo· 44 09". " "' n OVERAU RATE Of RETURN 980')1. 00~ 994% --RETURN ON EQUITY 15 02~ 0 32 ... 1514 ... 0~ 
"TJ "· --3 ..... 

w 



FLORIDA PUBLIC UTILITIES COMPANY AnACHMENT 4 
FERNANDINA BEACH ELECTRIC DIVISION .:J t:' 

> x DOCKET NO. 981678-EI --3 J 
REVIEW OF 1997 EARNINGS ~·: A 

~ 

:::; L. CAPITAL STRUCTURE 1/V, ~hied l'l c 
AS FILED - FPSC ADJUSTED Amo~ont Rat1o Cost Rate Cost rJ · 

M Long Term Debt $5.355.292 34 02% 9 95% 3 39% 
~~ Short f erm Debt 1.574.342 10 00% 6 26% 0 63% [r] ...... Preferred Stock 140.363 089% 4 75% 0 04% :;;:;0'\ 

Customer Deposits 622.394 395% 6 57% 026% -...I 
W CD Common EQ\Jity 5.575 322 35 42% 12 60% 4 40% 

~ -Deferred Income Taxes 2.095.891 13.32% 000% 000% 
Tax Credits - Zero Cost 1.272 001% 000% 0 00% \D 

\D Tax Cred11s - !Naighted Cost 374,530 238% 1 0 6~ 0 25% 00 Total s 15, ?3~.406 100 00% 903% 

Adjustme~1S Adjusted Weighted 
ADJUSTED Amount Specific Pro Ra.ta Total RatJO Cost Rate Cost 
Long Te<m Debt $5.355.292 ($52.096, ($26.591) S5.2i 6.605 3366% 995% 335% Short Term Debt 1.574,342 ( 15.31 t>) (7 81 7) 1,551 ,210 990% 626% 062% 
Prt' .!!Ted Stock 140.363 (1 .365) (697) 138.301 088% 4 75% 0 04% ,_. 
Customers Oeposrts 622.394 622394 397% 6 57% 0 26% "" 1997 Deferred Revenue 0 123.012 123.012 078% 5 59% 0 04% Common Equity 5.575.322 (54.236) (27.684) 5 493.402 3504~ 12 60% 4 42% 
Deferred Income Taxes 2 095.891 2 095 891 13 37% 000% 000% 
Tax Credits - Zero Cost 1.272 1 272 0 01 'lfo 000% 000% 
Tax Credits · 'Netghled Cost 374.530 374 530 2~ 10~ 0 25~ 
Total $15,7:39,406 .. o ($62 ,7~9) $15,676,617 100~ a ga% -
INTEREST RECONCIUA noN 

"0~ 
~>? 
Cl>-3 

Etfoct oo M > 
Amovnt Cost Rate Interest Exp Tax Rate I f)C()(N! Tax n ..... = Long Term Debt $5 276.605 9 95% $525.022 ;:,:: 

Shor' Term Deb1 1 551 210 6 26% 97 106 Ctrl 
~~ Custornef Oepos1ts 622 394 6 57% 40 891 >-3 

1997 ()(o'•I'TM Re .. envt" 123 ') 12 "59% 6 876 ~ 
.z,. Tax Credrts · Wetghted <.-os: J 7 4 530 4 99"4 18 689 

Staff Interest Expense 688 585 
Adj Comp:Jny Interest Expense 69 1 029 
Staff AOtustment $2,444 37 63% $920 
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FLORIDA PUBLIC UTILITIES COMPANY 
FERNANDINA BEACH ELECTRIC DIVISION 

DOCKET NO. 981678-EI 
REVIEW OF 1997 EARNING-:; -------

AdJuSted Rate Base 

Achieved Rate of Return 
Maximum Rate of Return 
Excess Rate of RetUI n 

Excess Net Operatmg Income 

Revenue Expansion Factor 

Excess Revenues 

994% 
8 98% 

$15.676.617 

X 096% 

150.496 

X 1 6033 

$241)~9 
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