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Ann Cole 

From: Mary Bane 

Sent: Monday, August 17, 200912:05 PM 

To: Bob Casey 

Cc: Beth Salak: Dale Mailhot; Lisa Harvey; Tim Devlin; Marshall Willis: Patti Daniel; Richard Redemann; Jennie Lingo; Paul Stallcup; Catherine Beard; Jim Polk; Martha Brown: 
Chuck Hill; Betty Ashby; William C. Garner; Roberta Bass; Kay Posey; Larry HarriS; Bill McNulty; Ann Cole 

Subject: Re: Request for Oral Modification to Item 9, August 18,2009 Agenda, Docket No. OB0597-WS - Southlake Utilities, Inc. Request for an Increase in Water and Wastewater 
Rates 

Approved. 

Sent from my BlackBerry Wireless Handheld 

From: Bob Casey 
To: Mary Bane 
Cc: Beth Salak; Dale Mailhot; Lisa Harvey; Tim Devlin; Marshall Willis; Patti Daniel; Richard Redemann; Jennie Lingo; Paul Stallcup; Catherine Beard; Jim Polk; Martha Brown 
Sent: Men Aug 1708:47:142009 
Subject: Request for Oral Modification to Item 9, August 18, 2009 Agenda, Docket No. 080597-WS - Southlake Utilities, Inc. Request for an Increase In Water and Wastewater Rates 

Staff requests approval to make an oral modifica1ion to Item 9 on the August 18, 2009 agenda. Item 9 is a File and Suspend Rate Case for Southlake Utilities, Inc., a Class 
B water and wastewater utility in Lake County. The modification is necessary to correct an error in the calculation of regulatory assessment fees which understeted Taxes 
Other Than Income by $4,962 for water and $4,920 for wastewater. This correction will result in fall-out changes to net operating income, revenue requirements, and 
rates. 

The issues that will require modification are: Issues 13, 15, 16, 17, 18, 19, and 20. The schedules requiring revision are: Schedule Nos 3-A, 3.B, 3-C, 4A, and 4R 

The 5-month Effective Date for this docket has been waived through August 18, 2009. The specific modifications are in type and strike format as follows: 

I) Page 26, Issue 13 

Issue 13: Should any adjustments be made to the 2008 test year taxes other than income for water and wastewater? 

Recommendation: Yes. Taxes other than income for the 2008 test year should be ~ increased by $3:5+ $4611 for water and decreased by ~~IQ.J~~ for 
wastewater. (Mann, Casey) 

The utility included regulatory assessment fees of $8,273 for water and $21,956 for the adjusted test year, based on the utility calculated revenue increase. Staff 
reduced regulatory assessment fees by $8,273 for water and $21,956 for wastewater for calculation of staff recommended test year revenue. Staff fdso teelueed legulftlel, 
a~!!<iJJltlent fcel b.I $0\.9(2 t'ol natel aile! $4,929 fill 1H13te;oater to relleet R::AFJ Oli aetHal !e~' ,Cftl lc.emte!!. Combining these adjustments, alollg IIitl! the tttiju91!nellt £01 
!csu.lato!j dSSCSSlliCllt !'eel t"l the adjH3tmellt te le,eliue, taxes other than income for the 2008 test year should be dee. cased b, $35] increased b~ for water and 
decreased by ~ UQ.J4.!! for wastewater, as shown below. 

Issue 15: What is the test year water and wastewater operating income before any revenue increases? 

Recommendation: The test year operating income should be ~ $114,065 for water and ($331,724) ($339 (44) for wastewater. (Mann, Casey) 

S!!l.ff..!\!!l!.I:ni/!: The utility adjusted test year revenues are $1,184,327 for water and $1,293,211 for wastewater. Staff made adjustments of($183,853) for water and 
($487,912) for wastewater to remove the mility 's requested final revenue increase. Staff also made adjustments of ($11 0,257) for water and ($109,236) for wastewater to 
reflect overstated test year revenues in the utility's filing (see audit finding No.5). Based on the above adjustments, the staff adjusted test year operating income should be 
~ S 114,065 for water and ($33 4,72 IH$;')~9~{):1:'f) for wastewater. 

Is~J,I1'..Hl:What ill the appropriate pre-repressipnrevenue reql.lirement for the December 31. 2008 test year? 

Recommendation;'fI!1'fll!!pwingpre-reprcssion revenUe requirement~hould be approved. (Mann. Casey) 

Test Year Revenue 

Revenues Increase Requirement Increase 


Water $890,217 	 ~ !II1,e6I,]I" ~ 

$176.Q2,Q $1066313 19.78% 


Wastewater $695,973 	 ~ $1,999,499 ~ 

$408.587 :iiI 104,560 5871% 

Staff Analysis: 

.Th.is...iss.u.e. is a summuy computation that is subJ~t to the Yet\l)lution of other issues r bted to rate base cost of 
The com putatiolloHl!ereY<;IIUer<;quirement is shown on Schedule.s..No•...J.~!\. antlJ-1J.mTltis results in a reven 
represents an increase of ~ $J 76.1!2§!)rJ~.~!lJ9,78 rcent for water and ~ $1 104 560 which re 
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58.71 percent for wastewater. These recommended pre-reprel!liiQJ:lx~venue requirements will allow the utility the opportunity JQr~Q:\'er its expenses and earn 8 

overaIl8.~rceltt~tum..Q.n its investment in water and a 9.47 percent returnQnjt!lJIt,,~stment in wastewater rate base. 

~Pl\~, Issue 17 What are the appropri!!t~r!!t~ structures for the utility's respective water and wastewater sJ'lltems? 

Fifth Sentence in Recommendation paragrl!pb;Ibe BFC cost recovery allocation for the water system should beset at:M:8 36.0 percent. 

Staff Analysis, Second Paragraph, third senten.;:e: Staff's 1 ceelllmelltieti pre-rel1.rcssiQIt.rate structure analysis, plus two alternative rate structures. is shown on 
Table 17·LQ!!JlteJgll9wingl!age~ 

Table 17·1 

SOUTHLAKE UTILITIES, INC. 
STAFF'S RECOMMENDED AND ALTERNATIVE RATE STRUCTURES 

FOR THE WATER SYSTEM'S RESIDENTIAL CUSTOMERS 
PRE-REPRESSION ANALYSIS 

urr 

BFClunifonn kgB' 

i BFC 
i AUk ai, 

10 
15 
20 
25 

al 

Three-Tiered Inclining-Blocks - Monthly 
Consumption of 0-10 Kgals; 10,001-20 KgBls; 

20+ Kgals II BFC ... 30 percent 
Rate Factors l.0 1.1 and 2,0 

BFe 
0·10 K 1, 
10.001·20 K ai, 
In Excess of 20 K als 

Tical 

n k I 

10 
IS 
20 
25 

onthly 
Consumption of ;),10 Kgal.; 10.001·20 Kg.ls; 20+ 

Kgals It BPe,. 30Ht 35_Sl5 percent 

$8.9~ 
$0.94 _ 

$1.41 !>!-+.l ' 
$1.88 5+4+ i 

$8.98 
$13.68 ~ 
$18.38 _ 

$25.4J~ 

$32.48 ~ 
$<11.&8 ~ 

Three~Tiered Inclining~Blocks - Monthly 
Consumption of 0·10 Kgab; 10.001.20 KgaIs; 20+ 

Kg.l, II BFC = £!oHI ~ jl<<cent 
Rate Factors a 1,0 2,(} IUId 3,0 

$8.98 
$O.7S~ 

Last Paragraph. FOII"h Sentel1ce: The BFC cost recovery allocatiol1 for the water system should be set at 34:8 36.0 percel1t. 

ID Page 33. Issue 18 

Issue 18: Are repressiol1 adjustmel1ts to the utility's water al1d wastewater systems .appropriate ill this case,l\.n.t.I. ....!Uo' what are the appropriate adjustmel1ts to 
ltIa.kdQ.f this utility? 
Recummendation: Yes. repression adjustments are appropriate. Residential water consumption should be reduced by 3:+ 2.9 percent. resulting in a 
consumption reduction of approximately ~ 7.308 kgl!!s.T9t1!tresidential water consumptiol1 for ratesetting is i!o46;889 247,532 kgals. Total water 
consumption for ratesettil1g is ~ 532.380 kgals, which represents a +:S 1.4 percent reductign ill oyerall consumption. The resulting watersYstemreductiol1s 
to revel1ue requirements are ~ $930 ill purchased power expel1se.!!i+l'?' $383 in cbemicals eXpenSe!!l!.(t!li!rr..:!I!i2in RAFs. The post·repressiol1 revel1ue 
requirement for the water svstem is 51,9otS,"?S $1.050,193. 

Residential wastewater consumption shQllld be reduced by itt 1.0 percent, resulting in a consumption reduction of apprOximately ~ 1.383.4 kgals. Total 
residential wastewater consumption forratesettil1g is ~JJJ,SI7.6 kgals. Total wastewater consumption for ratesetting is ~ 355,786.6 kgats. which 
represents a 0.4 percent reduction in oyerall consumptiQ!klberesultin& wastewaJcuysJcm reductions to revenue requirements are S89't $832 in sludge remJOOL! 
expense, ~ $456 in purchased power expense, 1Ji:8.+ $124 in cbemicals expense, and I!r'i'i $67 inJ~AFs. The post.repression revenlleXeq!lircmentJor~ 
WlIsteWlItersystem is St.9')7.!113 $1,103.0.!l.l... 

6) Page 34, Issue 18 

Based on the forelloing. repression adjustments 10 the utility's water and wastewater systems are appropriate. Residential water consumption should be reduced 
11Y.M.1,9 percent. resulting in a consumption reduction of approximately ~7,3(1!!kga!!!'mTOtl!l residential water consumption for ratesetting is ~ 
247,532 kill Is. Total watel"c!lnsumptionf!lr ratesettinll is ~S3Z,380 kgals, which represents a +:51.4 percent reduction in overall consumption. The 
resulting water system reductions tg revenue requirement!! are ~ $930 in purchased power expense, !!i+l'?' $383 in chemicals expense and S67 $62 in RAF~ 
The post. repression revenue requiremel1t for the water system is Sl.e..S."?S Sl.050,793, 

Residential wastewater consumption should be reduced by +.:+ 1.0 percent, resulting in a consumptiQn reductign of approximately ~ 1,383.4 kllats. TQtll1 
residential wastewater consumption for ratesetting is ~ 133,511.6 kgals. TQtllLW!!stewaler consumptiQnfgrratesetting is 355;678:fJ 355.786./ikgllls, which 
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~1!L~J~nts a 0.4 per!;entreduction in overall consumption. The resulting wastewater system reductions to revenue requiremen~ are S89'i' $832 in sludge removal 
expense, ~ $456 in Pllrchased power expense. ~ S124..ln..chemicals expense. and ~$67 in RAFs. The post-r.epr!!§ion revenue reqll!rement for the 
wastewater !!ystem is !!l1.99'i',813.~1,.11JJ,081. 

7) Page 35, Issue 19 

Issue 19: Wbllt.!!re the appropriate rates [o!"t.!lis!!tility? 

Recommendation: 

The apP.f.l:!P!"iate monthly wate!"!"!!t!!s are shown on Schedule 4-A, andJhe corresponding appropriate monthly wastewater rates are shown on Schedule 4-B. 
E.xf;lllIDnl! miscellan~.ll.uel'Yice revenues, the recommended water rates are desig!!~d to produce revenues of I!!t.9045.47S $1,050,,93, while the recommended 
wastewater rates are desilln to produce revenues of Sl.896,!i!!~$1.103.081. The utility shol.lldfilerevised tariff sheets and a proposed custQlllernotice to reflect 
the Commission-approved rates. The approved rates should be effective for sel'Yice rendered on or after the stamped approval date of tbe revised tariff sh~ts. 
pursuant to Rule 15-30.475(1), F.A •.C. In addition. the rates should not be implemented until staff has approved the proposed customer notice. The utility should 
provide proof of the dateJbe notice was given no less than 10 days after the date. of the notice. (Lingo. Mann, Casey) 

Staff Anal~. 

Excludinll m~.eIJaneous service revenues, tbencommended water rates shown on Schedllle~o,..4:A are designed to produce revenues QL~...9lS.4'i'S $I,~Q,'93. 
Approximately iI+.8 3!i.0 percent (or ~ $378,285) of the water monthly service revenues is recovered through the base facility chaOles. while 

approximately ~1i4.!Lpercent (or 1Ii68Hi59 5672.508) represents revenl.le recovery throug!! the consumption charges. Excluding miscellaneous service 
n:v.c.nues. the recommended wastewater fates shown on Schedule No. 4:B are designed to produce revenues oUl,(.Il!'!,!JH $1,103,01'11. Approximately SO percent 
(or ~ S551,54l)ofthe wastewater monthly servicereYenues is recovered through the base facllitY!;baOles, while approximately 50 percent (or!l5411.99;t 
$551,541) represents reYellue recovery through the consumption chaOles. The utility's private fire protection rates are based on 1112 of the recommended base 
facility chliQlC.for the utility's meter sizes. consistent with Rule 15·30.465, F.A,C .. 

Issue 20: [n determining.wbether any portion of the water and wastewaterjnterim increase granted should be refunded.bow should the refund be calculated. 
and what is the..amount of the refq!!!.!,if any? 

Recommendation: The proper refund amount should be calculated by using the same data used to establish final rates. elCdqding rate case expense and other 
items notin effect durine the interim period. This revised revenue requirement fOrJbei!!terim collection period shol.lld be ComparcdJ9Jbe amount of interim 
reve!1!!e requirementgrll!!ted, Based on this calculation, a water refund is req!!ired in the amount of ~ $2,616. For wastewater. no refunctis[eqrured. 
(Mann, Ca-tttl 

S.1affAnalysilL 

By Order No. !'SC-09-01l6-FQF-WS, issued February 25, 2009. the Commission authorized the collection of interim water and wastewater rate~.Mtl:Jl~t to 
rnund...pyrsuanl to Section 367.081, F.S. The lI!ll!!"oved interim revenue req!!irement is $1.03!!.24!lfor water and $1.034,391 for wastewater, which represents Illl 
increase of $47.301 or 4.77 percenU9!" water, lind $238,093 or 29.90 percent for wastewater: 

Interim versus Final.RateJllc.rease - Refund 
ClI!cl.l.!allim 

Total 2007 Test Year Revenues $991,639 5796,297 

Less: Miscellaneous Revenues 18128 ___0 

Test Year Revenues from Service Rates $973,511 $796,297 

Revenue Increase KU01 $238,093 

% Service Rate Increase <L11'l1> 29,90% 
2007 Test Year Revenue and Interim Revenue 
Increase SJ..Q.lsJl£l $1034390 

2008 Test Year Revenue Increase % 19.78%~ 58.71%~ 

2008 Test Year Revenue SI066313~ 1J \o4,560~ 

2008 Test Year Revenue $1,066,3 !3ft;96±;±t'f 1J.!Q:!,.5.(i!J.~U!21.m 
2008 Rate Case Expense Grossed-Up for RAP ($32 (08) ($32 (08) 
2008 Test Year Revenue less Rate Case Expense ~Q~}.1Q2~ lJ071952~ 

2007 Test Year Revenue and Interim Revenue 
$1,038,940 $1.934,390Increase 

Excess ofInterim Collected $S235~ -0

0.5Q%.+.OO% 0% 

Excess oflnterim Collected $5,235~ -o-
Months .l1 n 
Per Month I Collection Period Difference HJQ~ -0

Number of Months Interim Rates Collected (April 
Q 6Sept 2009) 


Refund Amount (SO if2008 Revenue wlo Rate 

$261~

Case Expense> 2007 Revenue) 

According to Section 367.081. F.s'. any refund should be calculated to reduce the rate..olreturn ofthe utility during the pende!l!:YJ}fthe proceeding to the 
same level within the range of the newlYallthorized !"lIte of return. AdjUstments made in the rate case test period that do not relate to the period interim rates 
are in effect. should be removed. Rate case expense is an example oran adjustmept which is recovered onlyJUler.1'i!!A!.r!lJesJ!.re establi~bed. 

In this proceedipg,Jhe test period for establishing interim rates was December 31.1007, and the final rates are based on the 11-month period ending December 
31.1008. Southlake's approved interim rates did not include any prOVisions for pro forma or projected operating expenses or plant. The interim increase was 
designed to allow recovery of the last aqtborized range for equity earnings. 
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To estab.llih the proper refun!!amount.~taff ha~ calculat~ a revise!! interilltJ:evenue r!:quiremenj utilizing the same !lata used to establish final rates,Rate case 
~ense wl!£~xcluded because th~ item is prospective in nature 8!!Jl!lli1..ru!t occur during the interim collection period. Staff !!.etermine!la refund to water 
latstomen sh!!.!!h!be made~f.~1:I" S1,&l§. WDstewater interim rates produced a revenue der~!Iiring noxefund 1O..wastewater 
custQ~. If th...e.£!IstOllteI.Mse ha!l..t!l.e sameJ,umber ofwa!er customers as wastewater custome!'!!. a refund would~cessary. How.ever, Sout.hlake has 
2,321 w..lller and 2,161 waste.l!ater customers. so staff believes a refund to water customers is neceSS!t!j', 

'Using thenrin£.iplj!s.discussecLllbove, l!.water interim rate refund of +:!I!l% O.50I!erc~or.~.lH"J;~,616 is required wilb...rulwastewater interim rate refund. 
The water1efundMll!1I be with ..mte!3:ll.lln accordance with Rule 25-:l~.F..A.C. The utility sMIl submit proper refund rep0l1$...pursuanl.to Rule 25,30.360 
(7). F.A.C, The utility shall also treat any unclaimed refunds as CIAC pursuant to Rule 25-30.36()(8), F.A.C. 

2>...fanA1. Attachment A. No. 14 

(J4) 	 in order to comply with the WMD and WeI guidelines regarding the percentage orBFe 

cost recovery, staff evaluated ~~BFC cost recovery percentages III ~ 


Ji9j percent and 30 percent The results are presented in Table 17~1. When compared 

to the CUrTent rate structure, Alternatives I and 2 both result in price decreases at certain 

levels of consumption. Therefore, staff believes that its: recommended rate .structure 

would be more effective than the alternatives presented in encouraging water 

conservation, 


STAFF'S The appropriate rate structures for the utility's water system are a thrce~tiered 
RECOMMENDATION FOR ineJining~biock rate structw-e applicable to residential customers. The appropriate 
THE WATER SYSTEM: usage blocks are for monthly consumption of: I) 0- W,OOO gallons (10 kgals); 2) 

10.001-20 kgAls; and 3) consumption in excess of 20 kgais, The base facility charge 
(BFC)/unifoml gallonage chqe should be applied to the utility's general service 
water eustomers. The BFC cost recovery allocation for the water system should be set 
at~36 QPC~nt 
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U11'ages 51 & 52. $.chedules 4A and 4B. Water an~water Monthly Service Ratea 

r--::ake Utilities, Inc. 

Water Monthly Service Rates 

Test Year Ended 12/31/08 

Schedule No. 4-A 

Docket No. 080597-WS 

Rates 

Prior to 

Filing 

Commission 

Approved 

Interim 

Utility 

Requested 

Final 

Staff 

Recommended 

Final 

4-Year 

Rate 

Reduction 

Resideptial 

Base Facility Charge by Meter Size: 

5/8" x 3/4" 

1" 

1·1/2" 

2" 

3" 

4" 

6" 

Gallonage Charge, per 1,000 Gallons 0-10 

10,001 to 20,000 gals. 

Over 20,000 gals. 

Multi-Residentialand Ge!1eral Se.rvice 

Base Facility Charge by Meter Size: 

5/8" x 3/4" 

$8.98 

$22,45 

$44.90 

$71.85 

$143.70 

$224.51 

$449.03 

$0.84 

$0.84 

$0.84 

$8.98 

$9,42 

$23.54 

$47.08 

$75.34 

$150.68 

$235.42 

$470.85 

$0.88 

$0.88 

$0.88 

$9,42 

$8.82 

$22.05 

$44.11 

$70.58 

$141.17 

$220.55 

$441.11 

$0.92 

$1.37 

$1.83 

$8.82 

$0.96 

$..1.44 

lli2 

$898 

$22,45 

$44.90 

$71.84 

$143.68 

$224.50 

$449.00 

$0.95 

$1.43 

$1.90 

$8.98 

$(l;rl ~ 

$0.69 

S137 $+:3& 

$;L:?.ll SB+ 

H.39 ~ 

$M7 5i6:% 

ill.. 73 ~ 

$0.03 

$0.04 

$0.06 

$QJ~ 
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I" $22.45 $23,54 $22,05 $22.45 $0,69 

1- 112" $44,90 $47,08 $44,11 $4490 $1]1 ~ 

2" $71.85 $75.34 $70,58 $7184 $2.20 ~ 

3" 

4" 

6" 

Gallonage Charge 

!'irl;!J>,rotel;(!Qn 

1-112" 

2" 

3" 

4" 

6" 

8" 

10" 

3,000 Gallons 

5,000 Gallons 

10,000 Gallons 

$143,70 $150,68 $141.17 $143,68 $4.39 ~ 

$224,51 $235.42 $220.55 $22450 $0681 S6:% 

$449,03 $470,85 $441.11 $449,00 ~J373 ~ 

$0.84 $0,88 $1.05 $1.26 $0,04 

$14,98 $14,98 $14,56 $3,74 $0.11 

$23,75 $23,75 $23,29 $5,99 $0.18 

$74,83 $74,83 $46,58 $11.97 $037 

$149.67 $14967 $72,78 $18,71 $0.57 

$149,67 $149,67 $145.56 $37.42 lli4 ~ 

$149,67 $149,67 $232,89 $59,87 ~1 IfiHl.+ 
$149,67 $149,67 $334,78 $82.32 $222. ~ 

mical Residential Bills 5/8" x 3/4" Meter 

$11.50 $12,06 $11.58 Sl1.86 $-l+-!!3

$13,18 $13.82 $13.42 $13 78 ~ 

$17.38 $18,22 $18,02 $.185& ~ 

Southlake Utilities, Inc. 

Wastewater Monthly Service Rates 

Test Year Ended 12/31/08 

Schedule No. 4-B 

Docket No. 086597-WS 

R~idential 

Base Facility Charge All Meter Sizes: 

Gallonage Charge - Per 1,000 

gallons (10,000 gallon cap) 

Q@eral Service 

Base Facility Charge by Meter Size: 

5/8" x 3/4" 

I" 

1-112" 

2" 

3" 

4" 

Rates Commission Utility Staff 4-Year 

Prior to Approved Requested Recommended Rate 

Filing Interim Final Final Reduction 

$9,76 $12,68 $10,02 $14,83 S++.% $0.44 

$0,86 $1.12 $1.76 .iL3il. $+::3'i' $0,04 

$9,76 $12,68 $\0,02 ;£,1483 S++.% $0.44 

$24.41 $31.71 $25,06 $37,08 ~ $1.09 

$48,80 $63,39 $50,10 li4.J2 ~ $219 

$78,08 $101.43 $80)6 UI8,64 ~ $3,50 

$156,18 $202.88 $160.34 S237,28 ~ $7,00 

$224,02 $291.00 $229.99 $370,75 ~ $ill2.S ~ 
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6" $448.02 $581.98 $501.03 $21.89 

Gallonage Charge, per 1,000 Gallons $1.02 $1.32 $2.11 $.1.66 !i+:64 $0.05 

Typical Residential Bills 5/8" x 3/4" Meter 

3,000 Gallons $12.34 $16.04 $\5.30 u.!!.n S+lHI'r 

5,000 Gallons $14.06 $18.28 $18.82 ~J73 ~ 

10,000 Gallons $18.36 $23.88 $27.62 ruu;) ~ 

(Wastewater Gallonage Cap - 10,000 Gallons) 

8/17/2009 



