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AQUA UTILITIES FLORIDA, INC. 

REBUTTAL TESTIMONY OF STAN SZCZYGIEL 

DOCKET NO. 100330-WS 

What is your name and business address? 

My name is Stan Szczygiel. My business address is 762 W. Lancaster Avenue, Bryn 

Maw, Pennsylvania 190 10. 

Have you previously submitted testimony in this proceeding? 

Yes. 

Exhibits SS-1, SS-2, and SS-3. 

I filed direct testimony on August 10, 201 1, in this rate case, and sponsored 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to address issues raised by Kimberly Dismukes, 

Denise Vandiver, and Earl Poucher, who filed testimony on behalf of the Office of Public 

Counsel (“OPC”). 

Are you sponsoring any exhibits with your rebuttal testimony? 

Yes. I am sponsoring Exhibits SS-4 through SS-X 1. 

Have your reviewed the direct testimony of Ms. Dismukes in this docket? 

Yes. 
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21 Q. 

22 

23 

24 A. 

Do you have any concerns with respect to Ms. Uismukes’ testimony? 

Yes. I have general concerns with the overall purpose and analytical approach of Ms. 

Dismukes’ testimony. I also have specific concerns regarding technical and legal flaws 

in her analysis that, if adopted by the Commission, would result in confiscatory rates. 

What are your general concerns with Ms. Dismukes’ testimony? 

Ms. Dismukes attempts to advance arguments about return on equity (“ROE”) penalties, 

affiliated transactions, bad debt expense, billing determinants, and rate case expense, 

which she has previously raised and which have been previously rejected by the 

Commission. In a purely academic setting, it may be enticing to continue to argue 

previously rejected regulatory theories. However, Ms. Dismukes’ cavalier attitude 

toward regulatory precedent has serious repercussions. Her testimony fundamentally 

threatens the doctrine of regulatory certainty, increases regulatory risks, and causes 

utilities to re-litigate settled issues, which ultimately drive up rate case expense to 

customers. 

Please explain your specific concerns with Ms. Dismukes’ testimony. 

My specific concerns are addressed in detail below, by heading. 

QUALITY OF SERVICE 

Ms. Dismukes devotes a significant portion of her testimony urging the Commission 

to impose a 100 basis point penalty on the Company’s ROE for what she claims to 

be insufficient quality of service. Do you agree with her recommendation? 

No. The testimony of AUF witnesses Luitweiler and Chambers, along with various 
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6 

witnesses proffered by the Florida Department of Environmental Protection (“FDEP”) 

and the water management districts, demonstrate that AUF’s quality of service is good 

and has significantly improved since the last rate case. Ms. Dismukes’ recommendation 

to penalize AUF with an ROE reduction of 100 basis points is unwarranted and, if 

adopted, would result in confiscatory rates. Ms. Dismukes’ argued for similar draconian 

ROE penalties in the last rate case, which the Commission rejected. 

AFFILIATED TRANSACTIONS 

7 

8 

9 Overview 

10 Q. Do you have overall comments on Ms. Dismukes’ testimony regarding affiliated 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

transactions? 

Yes. Ms. Dismukes presents what are essentially three alternative recommendations to 

reduce AUF’s test year expenses based on her so-called “review” of affiliated 

transactions. First, she recommends that the Commission make a “blanket” adjustment to 

test year water and wastewater expenses based on her claim that AUF’s relationship with 

its parent and affiliates is not efficient. In support of her primary recommendation, Ms. 

Dismukes erroneously argues that AUF’s affiliate costs have risen significantly since the 

last case, and points to a superficial and legally flawed comparative analysis that she 

prepared. In her secondary recommendation, Ms. Dismukes alternatively asks the 

Commission to reduce test year expenses by $79,968, for what she deems as 

“management fees,” based on arbitrary “adjustments” she makes to AUF’s market study. 

In her tertiary recommendation, Ms. Dismukes again requests a “blanket” adjustment to 

reduce the water expense by $882,388 and wastewater expense by $348,674 in order to 

“hold” affiliate costs to 2007 levels. This recommendation is disingenuous and 

3 



1 confiscatory. As I will discuss in my testimony, her adjustment would actually cut out over 

$1.2 million in affiliate expenses that the Commission approved in the last case. 

I will address Ms. Dismukes’ primary, secondary, and tertiary recommendations below. 

10 

11 

12 

13 

14 

6 

7 Q. 

8 affiliate transactions? 

9 A. 

Ms. Dismukes ’ Primarv Recommendation 

What is the basis for Ms. Dismukes’ primary recommended adjustment regarding 

Ms. Dismukes recommends the Commission reduce water expenses by $664,023 and 

wastewater expenses by $3 12,822. In support of her primaiy recommendation, Ms. 

Dismukes falsely claims that there has been a significant increase in AUF’s affiliate costs 

since the last case. She also relies on a superficial and legally flawed analysis that 

purports to compare various regulated water and wastewater utilities within Florida. I 

fundamentally disagree with Ms. Dismukes’ primary recommendation and her underlying 

analysis. 

23 

24 

15 

16 

17 Q. 

18 transactions in this case? 

19 A. Yes. AUF has made all documentation relating to affiliate transactions available to the 

20 OPC and to Staff as part of the audit and discovery phases of this rate case. I would point 

21 out that Staff Auditors have extensively audited the Company’s affiliate transactions, 

22 including affiliate costs and charges, and nothing in Staffs Audit Report remotely 

suggests that those allocated costs and charges were not reasonable or necessary. 

Has AUF made available to OPC and Staff all documentation regarding affiliate 
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Please describe the degree and amount of discovery that OPC served on AUF in 

regard to affiliate transactions. 

I personally participated in the discovery phase of this case and can attest that, thus far, 

AUF has received and has responded, or is in the process of responding, to over 991 

interrogatories and 347 production of document requests in this case. The amount of 

discovery was extremely comprehensive in regard to affiliate transactions. Affiliate 

information that AUF provided to OPC included thousands of pages of documents 

concerning such things as organizational charts on employees and positions for Aqua 

Services, compensation, benefits, wage increases., types of services for allocations, time 

assignments, and detailed analyses of the logs of the direct and allocated costs for AUF. 

AUF also provided OPC with a granular listing of all Service Company employees that 

allocate time to AUF, along with their salary and benefit information. In addition, AUF’s 

discovery responses explained in detail the components of the service and sundry charges 

as those components relate to corporate allocations. 

Do you agree with Ms. Dismukes’ claim that AUF’s affiliate charges have increased 

significantly since the last rate case? 

No, Ms. Dismukes is wrong. Total affiliated charges from AS1 and other subsidiaries 

have decreased for those systems in the last rate case. This information has been provided 

to OPC during the discovery phase of this proceeding. Ms. Dismukes’ refusal to 

acknowledge this is simply a smokescreen to bolster her position. 

In response, I have prepared Exhibit SS-4, which shows the amount of affiliated costs per 

book in AUF’s last rate case compared to the affiliated costs per book included in the 

5 
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12 

13 

14 

current rate case. My exhibit demonstrates that the total charges from AS1 and other 

subsidiaries to AUF have actually decreased since the last rate case. 2 

3 

4 Q. Please explain Exhibit SS-4 in detail. 

5 A. As helpful background to understanding the exhibit, there are four basic types of charges 

which are allocated by AS1 or other Aqua subsidiaries to AUF: (1) Management Fees 

Corporate (Service and Sundry); (2) Direct Accounts Payable (“DAP”) charges; (3) 

Regional Management Fees; and, (4) Customer Billing and Call Center Expenses 

(“ACO”). In addition, Aqua America, Inc. (“AAI”), provides insurance coverage for 

AUF’s Florida operations, which is not included in this exhibit. I will explain insurance 

coverage later in my testimony. I note that these allocations were accurately summarized 

by Staff witness Welch on pages 2 and 3 of her direct testimony. 

15 

16 
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24 

Exhibit SS-4 provides a clear comparison of th.e four categories of affiliated charges 

which are allocated to AUF. Exhibit SS-4 shows the per book amounts of affiliate 

charges for the historical test year in the last rate case (2007) the per book amounts of 

affiliated charges for the test year in this current rate case with respect to: (1) the total 

state of Florida; (2) the AUF systems previously included in AUF’s last rate case; and (3) 

the six new systems not included in the last rate case. Again, this comparison is drawn 

from the per book affiliated charges in the test year for the last case and those affiliated 

charges in the test year for this case. 

For the AUF systems in the prior rate case, Exhibit SS-4 shows that: 

1) Management Fees Corporate (Service and Sundry) has decreased from the last rate 
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23 charges have gone down? 

24 A. 

Do you have any idea why Ms. Dismukes is unable to comprehend that affiliate 

I don’t know for certain, but I suspect that her confusion is related to the way the 

7 

case by $54,224. 

2) DAP Charges have increased over the test year by $12,782; due mainly to increases in 

IT related operating expenses. 

3) Regional Management Charges increased by $16,287. This item has already been 

adjusted downward by the Commission in its Order No. PSC-11-0256-PAA-WS, issued 

on June 13,201 1 (“PAA Order”), as a result of Staff’s Affiliate Audit Finding No. 4. This 

adjustment relates to a then-employee of AUF whose salary was allocated to states 

outside of Florida where a portion of the employee’s work was performed. AUF is not 

objecting to this adjustment which is reflected in the PAA Order. 

4) ACO expenses have decreased by $1 8,886. 

In summary, Exhibit SS-4 demonstrates that the total charges from affiliates to the AUF 

systems included in the last rate case have actually gone down from $795,266 in the last 

case to $751,225 in the current case, for a total decrease of $44,041. Exhibit SS-4 also 

shows that, by including the six new systems that are part of the current rate case, there 

was still a decrease of $1 7,612 in allocated charges compared to AUF’s last rate case. 

It is unfortunate that, after the extensive discovery responses which AUF provided to 

OPC on this issue, Ms. Dismukes still fails to understand that allocated affiliated charges 

have gone down. 
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2 

Company now records “in-state administrative costs,” which I want to emphasize are 

costs that AUF incurs directly within the state, and are in no way related to affiliate costs. 

6 

7 

8 

9 

10 

3 

4 Q. Please explain. 

5 A. In the last rate case, the Commission ordered AUF to transition to a new approved 

capband rate structure. During that transition, .AUF modified the manner in which it 

recorded “in-state administrative costs.” (As stated earlier, these are not affiliated 

charges, but rather costs that AUF itself incurs directly.) As a result of this modification, 

AUF’s accounting system now breaks out what had been larger buckets of line-item 

expenses into more granular units. This allows AUF to more clearly identify charges so 

that AUF’ s management can better track expenses. 

19 

20 

21 

22 

11 

12 

13 Q. 

14 in-state administrative costs. 

15 A. 

16 

17 

18 

Please provide an example of how AUF modified the manner in which it recorded 

Prior to 2009, AUF distributed its in-state legal expenses among its Florida jurisdictional 

and Florida non-jurisdictional systems based on customer counts of those systems. Those 

in-state legal expenses were distributed to Expense line Accounts 675.863 Miscellaneous 

(Intraco Clearing) for water and 775.863 (Miscellaneous Intraco Clearing) for sewer on 

the individual system’s financials based on the prior fiscal year’s customer counts for 

each system. 

23 

24 

For 2009 and years forward, AUF began directly charging legal expenses to a specific 

system in the Legal Expense Account if the system could be identified in the legal 

invoice. Invoices that indicated a shared legal expense among AUF’s jurisdictional and 
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23 

non-jurisdictional systems were still allocated based on customer account, but were 

appropriately reflected in the Legal Expense i2ccount instead of the Miscellaneous 

Expense, as previously recorded. As I mentioned earlier, this was done to enable AUF’s 

management to better track expenses on a more granular basis. Again, recording of in- 

state charges have nothing to do with affiliate charges. 

Can you provide another example of how AUF modified the manner in which it 

recorded in-state expenses? 

Yes. For the In-State Miscellaneous Expense (again, not an affiliate charge), AUF 

distributes on a monthly basis O&M charges from the In-State Administrative accounting 

units to Florida jurisdictional and non-jurisdictional systems (accounting units) based on 

customer count and percentage (“A) of labor. Just as I mentioned earlier, these O&M 

charges are not affiliated costs, but rather are costs that AUF itself incurs. Prior to 2009, 

all of these costs were previously booked to expense line Accounts 675.863 

Miscellaneous (Intraco Clearing) for water and 775.863 Miscellaneous (Intraco Clearing) 

for sewer on the individual systems financials based on the prior fiscal year’s customer 

counts for each system. Beginning in 2009 arid forward, all of these costs are now 

booked appropriately to expense line Accounts 634.800 (Management Fees - States) for 

water and 734.800 (Management Fees - States) for sewer on the individual systems 

financials based on the prior fiscal year’s customer count for each system. Also in 2009, 

AUF also began including Payroll Taxes in Management Fees-States, which was not 

done in 2008 and prior years. Again, this was done to enable AUF’s management to 

better track expenses on a more granular basis. 

24 
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1 Q. If “in-state administrative costs” are not affiliate costs, then why would changes in 

2 
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4 A. 
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10 
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12 

13 Q. 

14 A. 

15 

16 

the way AUF recorded %-state administrative costs” confuse OPC about affiliate 

charges? 

Apparently OPC has failed to understand that its claimed “shift” in distribution 

methodology was simply an accounting change in recording in-state administrative costs. 

Where the in-state management and legal expenses were previously recorded in the 

Miscellaneous Expense lines for water and sewer in the past (i. e. ,  in last rate case), they 

are now appropriately reflected in either the Legal Expense, or the Management Expense 

lines in compliance with NARUC Uniform System of Accounts. In review of the Staff 

spreadsheets and the PAA Order, this concept was fully understood and comprehended 

by the Commission Staff. 

Did OPC protest in-state administrative expenses? 

No. Based on my review of the relevant pleadings, OPC did not protest any of these “in- 

state administrative expenses.” 

1 7 Non-Repulated Affiliates 

18 Q. 

19 

20 A. 

21 

22 

23 
24 
25 

Ms. Dismukes alleges that Aqua America fails to consistently allocate costs to its 

non-regulated affiliates. Do you agree? 

No. After reviewing Ms. Dismukes’ assertions regarding certain non-regulated 

affiliates not being allocated and affiliate charges allocation, I would like to explain how 

each of these non-regulated businesses are handled in Aqua’s allocation process: 

1) Aqua Georgia was acquired at the beginning of 2010, midway into the test year. In 
2010, there was no allocation of AS1 costs to Georgia. Going forward Aqua will 

10 
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40 Q. 

41 

charge Georgia a portion of AS1 based on imputed customer count (entity assets to 
total assets). The imputed customer count for Aqua Georgia is 408 customers or 
0.0445% of Aqua America. For purposes of this rate case, the impact to AUF would 
result in an annual reduction of allocated AS1 and regional expenses of $244.44 if 
Aqua Georgia were in the full test year. 

2) Suburban Environmental Service Company falls under Aqua Resources. Like Aqua 
Resources, Suburban has no “utility” customers. However, Aqua calculates imputed 
customers for Aqua Resources to absorb its portion of the AS1 costs. The assets of 
Suburban as well as Aqua Resources result in an imputed customer count of 2,695 
and, therefore, are receiving a portion of AS1 allocated costs. 

3) Utility & Municipal Services, Inc. is owned by Aqua PA and receives passive income 
similar to other forms of passive income in many of our states (for example, passive 
income from antenna leases). These operations with passive revenues do not have 
customers or assets therefore they receive no allocation. Additionally, many of the 
passive revenues of Aqua serve to reduce the revenue requirement of the relevant 
state operating company. 

Aqua Operations is a legal entity that holds and administers Operation and 
Maintenance contracts at the applicable state level. 

4) Aqua does not allocate costs to all of its contract operators because not all of its 
contract operators require and receive services that are provided by the Service 
Company. As I explained in the last rate case (on page 14 of my rebuttal testimony), 
the majority of the contract operator services provided in Ms. Dismukes’ Schedules 8 
and 9 are locally driven. This means that the contract operator services for these 
various entities do not receive cost allocations from the Service Company because the 
local affiliate listed in the contract does not receive services from the Service Company. 
Instead, the local affiliate creates, processes, and bills the non-affiliate entities in 
accordance with the terms of the contract. Revenues are derived from completion of 
the services outlined in the contract and are recorded on the books of the relevant 
affiliate named in the contract. I would note that Aqua America, Inc., Aqua Services, 
Inc., and AUF currently are not a party to any contracts to provide operator services 
for non-affiliate companies. Consequently, no revenue for contractor services is 
recorded on their books. Finally, let me point out that the references on Ms. 
Dismukes’ Schedule 9 to “description of services provided” refer to the services that 
the local affiliate is providing as a contract operator for these entities, and does not 
refer to services from the Service Company. 

Do you believe that Ms. Dismukes understands the issue of contract operator 

services? 

1 1  
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15 

16 A. 

17 
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She should. The issue of contract operator services was explained in detail to Ms. 

Dismukes and to OPC in the last rate case, and also in response to OPC’s discovery in 

this case. As Ms. Dismukes acknowledges on page 47 of the vast majority of the 

municipal contracts, there are no corporate services provided to these affiliates; therefore, 

there are no charges from Aqua America, AS1 or ACO. Such costs are generally incurred 

in the individual states. To the extent any services are provided to non-regulated 

affiliates, costs are allocated from affiliates using the existing affiliate interest agreement 

and the underlying allocation methodology consistent with the last rate case. This is 

explained on Schedule 8 of Ms. Dismukes’ E,xhibit KHD-1. Furthermore, for the 

contract operations related to Aqua Resources, Ms. Dismukes has acknowledged on page 

46 of her testimony that Aqua Services has allocated costs to Aqua Resources. 

Ms. Dismukes claims that AUF has failed to explain how its allocation methodology 

for contract services takes into account the “complexity” of contract service 

operations. Do you agree? 

Again, Ms. Dismukes is rearguing issues that she raised but were rejected in the last rate 

case by this Commission. Just as I testified in the last rate case, Ms. Dismukes has made no 

showing that she has the experience or knowledge to substantively comment on the 

complexity and size of the in-state operations of our other state operations. However, I do 

note that her claim appears to contradict her later statements on page 72, where she 

observes, “I do not believe operating characteristics have as much of an impact on 

customer and administrative expenses as the Company does,” and then again on page 74, 

where she states, “I do not believe operating characteristics would have a significant impact 

on customer and administrative expenses.” It strikes me as inconsistent for her to advocate 

12 
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greater allocations to account for added “complexities and size differentials” of certain 

systems, but later argue in her comparative analysis that the operating characteristics of a 

utility do not have an impact on administrative expenses. 

Q. ‘ Ms. Dismukes claims that because some of .Aqua’s non-regulated affiliates have 

common officers and directors with regulated affiliates, Aqua may have failed to 

properly allocate their salaries and benefits to the non-regulated affiliates. Is Ms. 

Dismukes correct? 

No. The fact that there are some common officers among regulated and non-regulated A. 

affiliates should not dictate whether or not to allocate officer salaries. All legal entities 

require assigned officers and directors. Aqua, as in the case of most businesses that have 

multiple legal entities, does not conduct business generally through these officers or 

directors. For example, in the case of Aqua Operations, which covers multi-state non- 

regulated contracts, the contracts are handled at the state level and are generally signed 

by the state president. 

Q. Does Aqua America have a formal policy governing how it allocates costs to its 

unregulated affiliates? 

A. Yes. Aqua America’s allocations policy to regulated and unregulated affiliates is set 

forth in and governed by the Corporate Allocation Manual and the affiliated interest 

agreement among and between AS1 and the state operating company. This information 

was provided to OPC during discovery in this case. 

Q. Did Ms. Dismukes identify any instances where Aqua was not following its allocation 

policy? 

13 
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1 A. Yes. As I outlined above, if Aqua Georgia had been in existence for the entire test year and 

received its full allocation, the full year impact would reduce the corporate expense 

allocation in this rate case by $244.44. 

6 

15 

16 

17 

18 

19 

20 

21 

22 

3 

4 

5 Q. Did Ms. Dismukes recommend any specific adjustments based on her claim that 

Aqua America failed to properly allocate costs to its non-regulated affiliates. 

7 A. No. 

8 

9 Q. 

10 

1 1  A. 

12 

13 

14 

You mentioned previously that insurance costs are allocated by Aqua America to 

AUF. Can you explain how insurance is allocated to Aqua’s subsidiaries? 

Aqua obtains insurance coverage for the entire company for insurances such as Worker 

Compensation, Vehicle, and General Liability (this excludes medical insurance which is 

direct cost by subsidiary in Account 604/704). The cost of this insurance coverage is 

comprised of two elements: 1) premiums for base coverage, and 2) claims experience for 

the deductable portion of these policies. For the premium portion of this cost, Aqua 

allocates each type of coverage based on a factor that mirrors the driver of that given 

cost. For example, Vehicle Insurance premiums are based on the number of vehicles in 

each operating unit, and Workman Compensation premiums are based on payroll dollars. 

For the claims portion of these costs, Aqua takes a five-year average of each entity’s 

claim experience and it is weighted to all other entities to determine the current year’s 

claim expense. 

23 

24 Q. 

A UF - Florida Studv 

In your direct testimony, you presented the Commission with a Florida Study- 
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Exhibit SS-2--which shows that AUF’s customers benefit by having centralized 

services provided to it by M I .  How do you respond to Ms. Dismukes’ criticisms of 

this study? 

First, I think it is important to note that Ms. Dismukes does not present any testimony 

which shows that any specific affiliate charge to AUF is above market or is otherwise 

inherently unfair. In fact, she does not even attempt to challenge a specific affiliate charge 

as being above market. Instead, Ms. Dismukes makes a series of unsupported claims that 

AUF’s affiliate study understates the value of the services AS1 provides to AUF, and 

erroneously overstates the costs of outside vendors to make it appear that AUF saves 

money by using AS1 services rather that retaining those services from outside sources. 

A. 

For example, Ms. Dismukes generally asserts that ,4UF has understated the hourly rates for 

AS1 for in-house engineering, legal, accounting and management service employees by 

assuming that 100 percent of those AS1 employees’ hours would be billable. Again, Ms. 

Dismukes is wrong. In calculating the internal hourly rate for AS1 employees for purpose 

of the market study, AUF appropriately recognized that AS1 employees in fact bill out 

approximately 1,838 hours per year, not the 2,080 hours per year as claimed by Ms. 

Dismukes. This is because AS1 employees only bill out time they actually work, not 

unproductive time like vacation, holidays, and sick days. 

Q. Ms. Dismukes suggests that the study overstates the costs of outside services because it 

fails to take into account potential discounts from outside firms. Do you agree? 

No, I do not. Ms. Dismukes offers no suggested discounts in her testimony; she merely 

speculates that some discounts “may” be potentially available. Based on my experience as 

A. 

15 



1 

2 

6 

an outside contractor, I know that discounts are got a certainty in the market. Some clients 

may receive a discount, while others will not. Furthermore, if a discount is available, the 

amount of the discount will likely differ from client to client. Thus, even assuming that a 

discount may be given, the resulting rates could veiy well still be higher than ASI’s internal 

rates. Ms. Dismukes’ speculation as to discounts is not credible and is not supported by 

any facts. 

7 

8 Q. 

9 

10 A. 

Do you agree with Ms. Dismukes’ claim that the study, by excluding travel expenses, 

understates the hourly rates of AS1 employees? 

No, I do not. In Exhibit SS-2, I specifically excluded travel because consultants would bill 

11 

12 

13 

14 

15 

23 

24 

the clients separately for travel. My analysis compared ASI’s rate to what a typical 

consultant would charge for similar functions. This analysis was not meant to normalize 

expenses to appropriate rate case levels. Furthermore, to get a true apples-to-apples 

comparison, it does not make sense to normalize ASI’s rate and not normalize an outsider 

contractor’s rate as well. To arrive at the AS1 hourly rates in the original study, I added 

both Service and Sundry allocations, and then I excluded items that would be billed out 

separately. 

16 

17 

18 

19 Q. 

20 

21 A. 

22 

Ms. Dismukes criticizes the market study’s analysis regarding the costs of engineering 

services from outside sources. Do you agree? 

No. Ms. Dismukes claims that the market rate analysis for engineering firms is deficient 

because only two engineering firms were considered. Ms. Dismukes is wrong. One need 

only look to OPC’s outside engineering services to see that AUF’s study is reasonable. 

OPC has retained the engineering services of Mr. Andrew Woodcock, who charges OPC at 
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a rate of $185 per hour, which is higher than both ASI’s rate and the market rate that AUF 

has analyzed. 

I also disagree with Ms. Dismukes’ suggestion that ASI’s engineers do not have the 

education and expertise comparable to outside engineers in the study. As shown in AUF’s 

response OPC Request for Production of Documents No. 175, AUF’s study included all 

levels of engineers with various degrees of education and expertise, similar to AS1 

engineers. 

Ms. Dismukes’ claim that AUF failed to explain that the $82/ hour engineering costs 

included “overhead” is equally baseless. As .AUF stated in its response to OPC 

Interrogatory No. 250, all overhead to run the business is included in ASI’s hourly rates. 

ASI, however, does not charge a profit margin to its affiliates. 

Q. Ms. Dismukes criticizes the study’s analysis regarding the costs of legal services from 

outside sources. Are her criticisms valid? 

No. Ms. Dismukes improperly attempts to distort the data in The Florida Bar’s 2010 

Economic & Law O f J e  Management Survey. For example Ms. Dismukes erroneously 

A. 

suggests that the Survey shows that the average hourly rate for lawyers is in the range of 

$220-$245. To get to that number, she appears to manipulate the data to support her point 

of view. For instance, where the Survey states the hourly rate for some lawyers is “$100 or 

less” or “over $350,” Ms. Dismukes’ calculation arbitrarily uses $90/hour for the low rate 

and $400/hour for the high rate, thus shifting the average in her favor. Ms. Dismukes has 

not presented any evidence which shows the highest rate charged by any Florida lawyer is 

17 
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15 

16 A. 

17 

18 
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22 

23 

24 Q. 

$400/hour, nor can she. 

How did you obtain the $247/hour rate for lawyers that is included in the market 

study? 

From the Director of Research, Planning & Evaluation for The Florida Bar. 

Do you understand Ms. Dismukes’ statement that the hourly rates for AS1 lawyers 

could increase from $140/hour to $364/hour? 

No. Ms. Dismukes provides no explanation on why she believes that AS1 legal rates could 

increase to $364/hour. I suspect that Ms. Dismukes is manipulating the hourly rate by 

making unilateral changes to the number of hours that an AS1 attorney would work in a 

year. As I mentioned earlier, Ms. Dismukes has erroneously assumed that the hourly rate 

in the study was based on each AS1 attorney billing out all 2,080 hours per year. 

Ms. Dismukes also criticizes AUF’s analysis regarding the cost of outside accounting 

services. Are her criticisms valid? 

No. Ms. Dismukes essentially is arguing that any accountant in AS1 would not be able to 

charge the rate as someone working at an outside accountant. That simply is incorrect. 

Many accountants in AS1 have a CPA and come fi-om a public accounting background. 

Moreover, there are several outside accountants who never obtain their CPA. There are 

AS1 employees who are Vice Presidents, Directors, and Senior Managers whose hourly rate 

would be comparable to the rate of Directors in public accounting, if not even higher 

positions. 

Ms. Dismukes criticizes AUF’s analysis regarding the hourly rates for management 

18 



1 consultants. Are her criticisms valid? 

6 

7 

8 

9 

10 

2 A. 

3 

4 

5 

No. Ms. Dismukes claims that the hourly rate for management consultants used in AUF’s 

analysis is overstated because, according to her, the highest hourly rate included in the 

survey-$468-would result in “annual compensation of $973,440.” What Ms. Dismukes 

has done is to equate a professional’s hourly rate with a professional’s total compensation. 

That is absurd. As a consultant, Ms. Dismukes knows very well that an hourly rate is what 

is billed out to clients, which includes overhead, not just compensation. 

I 1  

12 

13 

14 

In another obvious attempt to arbitrarily manipulate the data, Ms. Dismukes recommends 

that if the Commission accepts AUF’s market analysis then it should only use the “lowest 

hourly rates of the management firms shown.” However, if the lowest hourly rates are used 

in the calculation, then it could not be considered a true mathematical average of all 

consultants. This is another example where Ms. Dismukes has cherry-picked the numbers 

so that the data supports her position. 

15 

16 Q. 

17 A. 

Does Ms. Dismukes make adjustments to AUF’s affiliate study? 

Yes. Based on her claims summarized above, Ms. Dismukes makes a series of arbitrary 

18 

19 

20 

21 

22 

23 

24 

and self-serving adjustments to increase the hourly rate of AS1 employees. For example, 

Ms. Dismukes arbitrarily increases by 40 percent the hourly rate of each AS1 category in 

the market study based upon the erroneous premise that, in calculating AS1 hourly rates, 

AUF assumed that AS1 employees would bill 100 percent of their time. As I have 

previously testified, Ms. Dismukes is absolutely wrong. AS1 employees only bill for time 

worked. Ms. Dismukes’ arbitrary “hourly rate” adjustments are designed simply to 

manipulate data to support her position. Ms. Dismukes also made similar arbitrary 

19 
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22 Q. 

23 

24 A. 

adjustments to include travel, computer hardwardsoftware and other costs to inflate the 

hourly rate of AS1 employees included in the market study. See Schedule 13 of Exhibit 

No. KHD-I. Even if you assume that all of Ms. Dismukes’ adjustments are legitimate 

(which I strongly assert they are not), Ms. Dismukes’ Schedule 14 shows that the & 

affiliate charges that exceed the market rate are $‘79,968 in “management charges.” As I 

will discuss later, this appears to form the basis for Ms. Dismukes’ secondary 

recommended adjustment. 

Can you comment on Schedule 12 to Ms. Dismukes’ testimony? 

Yes. Ms. Dismukes continues to manipulate the data to support her argument. Specifically, 

she attempts to lower the hourly rate of the outside consultants in the study by arbitrarily 

shifting a greater percentage of time spent to lower level employs. She provides no credible 

support for this adjustment. 

On pages 50 and 51 of her testimony, Ms. Dismukes questions why a company would 

outsource these services where it cannot demonstrate that it would be less costly than 

providing the service in-house. Ms. Dismukes also states the Commission would likely 

frown on the high costs of outside consultants being passed onto ratepayers. Do you 

agree? 

AUF has demonstrated that it is much less costly to provide these services “in-house.” 

Has anything in Ms. Dismukes’ testimony caused you to question the study set forth 

in Exhibit SS-2? 

Absolutely not. I strongly disagree with Ms. Dismukes’ claims that there are 
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14 

“shortcomings” with the market study. However, I have updated the study to address her 

purported concerns, which is attached to my rebuttal testimony as Exhibit SS-5. 2 

3 

4 Q. Please explain your updated study. 

5 A. First, I have revised the analysis to exclude all AS1 employees that hold less than a 

Bachelors’ degree in the categories of accountants and management professionals. 

Although I disagree with Ms. Dismukes, I did this to address her claims that combining 

various accounting fwnctions and management functions into one accounting rate and one 

management rate “hides” the differences in education and experience needed to perform 

the function. Second, although I believe Ms. Dismukes is incorrect, I have also included 

travel expense, and computer hardware and software maintenance costs in the hourly rate 

of each type of employee to address Ms. Disrnukes’ purported concerns. I have also 

obtained three additional engineer proposals and adjusted my hourly rate for outside 

engineers to include this additional rate information. AUF typically uses six engineering 

firms a year; therefore, I believe that using five proposals is an appropriate market level 

sample for AUF. 

15 

16 

17 

18 Q. Please summarize what your updated study shows. 

19 A. 

20 

21 

22 Q. 

As was demonstrated by the original study, the updated study also clearly indicates that 

charges for AS1 services are still well below market rates in each and every category. 

Should the Commission accept Ms. Dismukes’ recommendation and reject AUF’s 

23 analysis? 

24 A. No. The Company has demonstrated that affiliate charges from AS1 do not exceed the 

21 



1 

6 

7 

8 

9 

10 

11 

12 

13 

14 

going market rate. In fact, both the original study in SS-2 and the updated study in SS-5 

demonstrate that AUF’s affiliate costs are below market. If AUF was a stand-alone 

company, it would be required to obtain tax, accounts payable, accounts receivable, 

payroll, rate making, human resources, engineering, legal, and other services that it 

currently obtains from ASI. Thus, the analyses in Exhibits SS-2 and SS-5 are the most 

comprehensive comparison that could be shown to address what AUF would actually be 

charged if it had to go to outsiders and obtain similar services. 

In summary, I continue to believe that the Commission got it right in the PAA order, when 

it stated, “we find the Utility has met its burden of proof by demonstrating that AUF’s 

requested affiliated charges are reasonable and that customers are benefitting from the 

remaining allocated affiliate charges.’’ OPC’s witness has offered no evidence that the 

Commission’s objective analysis was incorrect. 

I 5 OPC Comparative Analvsis 

19 

20 

21 

22 

23 

24 

16 Q. After criticizing AUF’s market study, does Ms. Dismukes make any specific 

17 adjustments to affiliated charges? 

18 A. No. Ms. Dismukes simply resorts to the argument she made in the last case, which is to 

recommend a “blanket adjustment” to affiliated charges that would reduce water expenses 

by $664,023 and wastewater expenses by $3 12,822. She bases her “blanket adjustment” 

not on the specific affiliate charges, but rather on her “comparing” AUF to various 

regulated water and wastewater utilities within the state of Florida. In my opinion, Ms. 

Dismukes’ comparative analysis and her “blanket adjustment” suffer from the same flaws 

embedded in her analysis and recommendations in the last rate case. The Commission 

22 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

Q. Do you have specific concerns regarding Ms. Dismukes’ comparison of AUF’s 

allocated overhead and rates to other utilities? 

A. Yes. In effect, Ms. Dismukes is asking the Commission to set AUF’s rates based on the 

costs, investments, and rates of other “peer group” utilities, and not on AUF’s own costs 

and investments. Ms. Dismukes’ “peer group” rate-setting theory violates the Florida 

Statutes, the Commission’s rules, and long-standing Commission precedent, all of which 

require that the rates of a water and wastewater utility be established to allow the utility 

the opportunity to recover & prudently incurred expenses and to earn a fair return on 

investments. Ms. Dismukes’ “blanket adjustment” to AUF’s expenses would also be 

confiscatory. The Commission’s PAA Order expressly recognized the legal flaws 

embedded in Ms. Dismukes’ “peer group” adjustment: 

To disallow affiliate charges solely based on the purported cost structures 
of other utilities would ignore the actual costs incurred by AUF and 
violate fundamental principles of cost-of-service regulation . . , . As set 
forth in Section 367.081(1), F.S., we shall fix rates which are just, 
reasonable, compensatory, and not unfairly discriminatory. 

Rates should be established to allow a utility the opportunity to recover its 
prudently incurred expenses and to earn a fair return on its investments, 
not to guarantee that it will do so. However, in determining a utility’s 
rates by use of a prudent investments theory or original cost basis, we 
must consider whether rates are confiscatory and deprive a utility of a fair 
return. In rate cases, we are free to follow such methods as we may 
choose so long as the “end result” of such methods is the establishment of 
just and reasonable rates, and so long as such methods do not go so far 
astray that they violate Florida Statutes or run afoul of constitutional 
guarantees. 

Given the above, we believe that the Utility could make a compelling 
argument that the rates resulting from an approval of OPC’s proposed 
allocated overhead adjustment would be confiscatory. To this point, the 
U. S. Supreme Court has addressed utility claims of unconstitutional 

23 



5 Q. 

6 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15 Q. 
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23 

24 Q. 

25 

takings in the rate of return regulation environment on several occasions. 
The Court has held in those cases that .rates set so low as to deny an 
adequate rate of return are confiscatory. (Citations omitted.) 

You point out that the PAA Order states that there is a compelling argument that 

Ms. Dismukes’ recommended “peer group” adjustments to AUF’s allocated 

overhead expenses would be confiscatory. Does Ms. Dismukes try to evade the issue 

of confiscatory rates in her testimony? 

Yes. On page 75 of her testimony, Ms. Dismukes states, “if affiliate costs are not 

prudently incurred, disallowing recovery of such costs is not confiscatory.” This is 

circular reasoning. Ms. Dismukes is suggesting that AUF has imprudently incurred 

affiliate costs. However, nowhere in her testimony does she come close to identifying a 

single affiliate costs that AUF imprudently incurred. 

Has the Commission previously addressed a similar argument by Ms. Dismukes? 

Yes. As recognized in the PAA Order, the Commission rejected essentially the same 

argument by Ms. Dismukes made in a 1992 rate case. In that case, the Commission 

found it was inappropriate to make the reduction recommended by Ms. Dismukes when 

the record did not support an argument that any specific affiliate charge was 

unreasonable. In re: Application for Rate Increase by South Fort Myers Division of 

Florida Cities Water Company in Lee County, Docket No. 920808-SU, Order No. PSC- 

93-1288-FOF-SU (Sept. 9, 1993). 

Do you have other concerns with Ms. Dismukes’ recommended “peer group” 

adjustment to AUF’s allocated overhead expenses? 
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A. Yes, I do. From a purely analytical perspective, I fundamentally disagree with using this 

type of “peer group” comparison to make financial adjustments to any business entity, 

much less a utility like AUF that is subject to cost-of-service regulation. The source data 

relied on by Ms. Dismukes does not permit an “apples to apples” comparison with AUF. 

The limitation on the use of the data stems from the varying levels of services provided 

by the service companies to their individual affiliates (if there are service companies), the 

different allocation methodologies, and the lack of detail in the data submitted which 

prevents a clear determination of the amount of costs charged or the prudency of those 

charges. Furthermore, there is no indication that Ms. Dismukes has audited the source 

documents of the “peer group” companies, nor is there any indication that she has a 

baseline understanding of the condition of their facilities. There is also no showing of 

whether the companies are in need of rate relief, whether they are operating at a loss, or 

whether they have a service company. Moreover, those companies’ corporate structures, 

expenses, operating standards, and environmental compliance records are not considered. 

I also take issue with the fact that Ms. Dismukes js ignoring data provided by AUF in the 

discovery process, and also manipulating data that AUF provided to make her point. 

Q. Why do you say that Ms. Dismukes ignored and manipulated data that AUF 

provided to OPC in discovery? 

In response to OPC Production of Documents Request No. 143, AUF provided OPC with 

a spreadsheet (file POD-1 43 Allocated Chg.xlsx) which contains the documentation for 

all allocated charges from Aqua affiliates to AUF. That spreadsheet shows that $487,392 

in actual Management fees were charged from ,4qua affiliates to AUF, with $352,903 

A. 
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charged to AUF water systems and $134,489 charged to AUF wastewater systems. Ms. 

Dismukes ignored these allocated charges that were provided in the spreadsheet. Instead, 

she arbitrarily selected amounts in specific expense accounts which, significantly and 

erroneously, overstated the administrative expenses when compared to the actual 

amounts charged to AUF by Aqua Affiliates as shown in the spreadsheet provided in 

response to Request No. 143. 

Q. Can you provide a more granular explanation of Ms. Dismukes’ incorrect use of 

AUF’s data? 

Yes. This can be readily seen by reviewing Schedule 21 of Ms. Dismukes’ Exhibit No. 

KHD-1. As I just stated above, the actual Contractual Services - Mgt Fees charged to 

AUF’s water systems by Aqua affiliates is $35:2,903 which is $946,767 less than the 

$1,299,669 shown on Schedule 21 (Page 1 of 6) under AUF Contractual Services - Mgt. 

Fees. Similarly, the actual Contractual Services -- Mgt Fees charged to AUF wastewater 

systems by Aqua affiliates is $134,489, which is $352,216 less than the $486,705 shown 

on Schedule 21 (Page 4 of 6) under AUF Contractual Services - Mgt. Fees. Therefore, 

by ignoring the data provided to OPC through discovery, Ms. Dismukes’ comparison 

schedules overstate affiliate charges for AUF’s water systems by $946,767 for AUF 

water systems, and overstate affiliate charges for wastewater systems by $352,216. 

A. 

Q. Where does this overstatement appear in Ms. Dismukes’ Administrative & General 

(“A&G”) Comparative Analysis schedules? 

The overstated amounts are shown in total and by rate band in Ms. Dismukes’ Schedule 

21, on pages 1 through 6. The erroneous amounts are included in the AUF line under the 

A. 
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3 Q. 

4 

5 A. 

If the overstated amounts are not administrative expenses that are charged to AUF 

by Aqua affiliates, then what are they? 

The overstated amounts represent the In-State Administrative Expenses shown in Exhibit 

SS-4, which are not affiliate allocated charges, and were not protested by OPC or any 

other party in this rate case. Ms. Dismukes’ overstatement appears to stem fkom her 

misinterpretation of the way the Company now records the “In-State Administrative 

Costs,” and is not related in any way to the allocated affiliate charges to AUF by Aqua 

Affiliates. These direct In-State Administrative expenses are incurred within AUF and 

recorded to Accounts 634.8 and 734.8, Contractual Services - Mgt Fees. The amounts in 

these accounts should appropriately be excluded from Ms. Dismukes’ Schedule 2 1, pages 

1 through 6, because they do not represent amounts charged to AUF by Aqua affiliates. 

19 

20 

21 

22 

15 Q. 

16 

17 A. 

18 

If these direct In-State Administrative expenses are excluded from Schedule 21, 

what would Ms. Dismukes’ comparative analysis show? 

Replacing Ms. Dismukes’ overstated AUF Contractual Services-Mgt Fees amounts with 

the actual amounts shows that AUF’s administrative expenses are considerably lower 

than the comparison group. This correction would indicate that Florida customers do, in 

fact, benefit from the economies of scale of Aqua America. The accurately stated 

comparison schedules are provided in Exhibit No. SS-6 to my rebuttal testimony. 

24 

23 Q. Does Ms. Dismukes’ analysis demonstrate that AUF’s customer service expenses are 

unreasonably high? 

27 



1 A. No. In fact, a review of Ms. Dismukes’ underlying analysis and schedules reveal that 

2 AUF’s customer services expenses are considerably lower than the comparison group. 

3 

4 

5 

Again, this demonstrates that Florida customers do in fact, benefit from the economies of 

scale of Aqua America’s customer service operations. 
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20 Q. Do have any other analytical concerns with her comparative analysis? 

21 A. Yes. Even assuming that it were proper to adjust expenses in a rate case (which it is not), 

22 I have found several errors in her comparison. For example, Ms. Dismukes states on 

23 page 73 that she “excluded companies that did nut report any expenses under Salaries & 

24 Wages.” That is not entirely accurate. Ms. Di smukes’ comparative analysis includes 

28 

Indeed, Ms. Dismukes confirms this beneficial effect to Florida customers in stating on 

page 78 that, “In all instances the cost per customer services related expenses were less 

than the comparison group.” 

Interestingly, Ms. Dismukes did not attach any customer service analysis schedules in her 

testimony, presumably because those schedules would have contradicted her other 

claims. A review of Ms. Dismukes’ underlying customer service expense analysis 

schedules reveals that the peer group’s customer service expenses per ERC for water is 

$30, compared to Aqua’s $22, which amounts to a $137,835 beneficial impact to Florida 

customers. Likewise, the peer group’s customer service expenses for wastewater is $22 

compared to Aqua’s $14, which amounts to $55,796 that benefits Florida customers. The 

unpublished customer service analysis schedules, which Ms. Dismukes also did not 

submit with her testimony, are included in my rebuttal testimony as Exhibit No. SS-7. 
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22 Q. 

23 comparative analysis? 

24 A. Yes. Inclusion of Four Points Utility Corporation Water and Sewer Companies in Ms. 

Do you have concerns with any company that Ms. Dismukes has included in her 

29 

Tradewinds Utilities, Inc., on Exhibit No. KHD-I , Schedule 21, page 4 of 6, though this 

wastewater company did not report any A&G Salaries & Wages. Furthermore, the 

Tradewinds’ Annual Report shows this Company has a President and Vice President that 

spend 100 percent of their time as officers; however, these officers have zero 

compensation. This type of anomaly is similar to the concerns raised during the PAA 

process as to the validity and accuracy of the comparative analysis. This was also 

explained in AUF’s Second Supplemental Response to Citizen’s Preliminary Areas of 

Concern filed on May 3, 2011, which I have included as Exhibit SS-8 to my rebuttal 

testimony. 

A more detailed review of the Tradewinds’ Wastewater 2009 Annual Report further 

reveals that Salary & Wages and Miscellaneous expenses are arbitrarily allocated equally 

to four accounts that are not included in the specific accounts used in Ms. Dismukes’ 

comparative analysis. Tradewinds wastewater is the only company in the comparison 

group with absolutely no A&G Salary & Wages. The arbitrary allocation of salary 

expenses to accounts (other than A&G) causes Tradewinds wastewater to be the lowest 

cost peer Group Company (at $6 per ERC). The resulting understatement of Tradewinds’ 

A&G expenses provides a valid reason to remove: this system from the comparison group. 

The removal of Tradewinds wastewater from the comparative analysis would cause the 

overall peer group’s cost per ERC to increase by $3.  
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Dismukes’ comparative analysis is problematic because the management and viability of 

that utility is currently under intense review by regulators. In fact, a June 2011 

Commission management audit concluded that, “As evidenced throughout this report, 

management audit staff has found sufficient cause to believe that Four Points and Bimini 

Bay lack effective managerial controls. Just as significant, both utilities frequently 

disregard Commission rules in their current operations.” Docket No. 110254-WS. In 

light of these developments, I seriously question Ms. Dismukes’ inclusion of this utility 

in her “peer group.” 

Do have any other concerns with Ms. Dismukes’ comparative analysis of A&G 

expenses? 

Yes. I have concerns with Ms. Dismukes’ fabrication of a newly developed weighting 

methodology to make up her own Class C A&G expenses in the absence of real data. 

This new weighting method is explained in her testimony, starting on page 68, line 20, 

and ending on page 69, line 4. There is no disputing the fact that Ms. Dismukes’ analysis 

contains amounts from portions of select expense accounts taken from Class B Annual 

Reports, Schedules W-lO(a) and S-lO(a). However, the Annual Reports of Class C 

Companies do not contain these expense account matrix schedules; therefore, there is no 

specific expense data available to obtain comparable data for the Class C Companies. 

The absence of specific comparable Class C expense data presents a significant problem 

that Ms. Dismukes attempts to solve by contriving a weighting process, which is based 

upon the total Class B Company expenses. This erroneous weighting process is a 

mathematical exercise that creates an illusion of comparable Class C expenses, when 

there is no real data available. 
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I Q. Do you have other concerns with the underlying data used in Ms. Dismukes’ A&G 
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analysis? 

Yes. Ms. Dismukes’ analysis schedules contain expense information from 11 Class B 

Water Companies and 10 Class B Sewer Companies. As discussed above, the source of 

the expense information is the 2009 Annual Report expense matrix schedules W-lO(a) 

and S-lO(a). A more detailed review of these Annual Report schedules revealed that 

Contractual Services - Other and Miscellaneous I3xpenses are arbitrarily allocated in 3 of 

the 11 Class B Water Companies and in 4 of the 10 Class B Sewer Companies. These 7 

Class B Companies reported their Contractual Services - Other and Miscellaneous 

expenses equally to each of the 8 accounts in the expense matrix schedules. 

Account accuracy is an essential element of any reliable analysis; therefore, these 

arbitrary allocations create distortions in the results. Because the expenses of Class B 

Companies also form the basis for making up the Class C Company expenses in Ms. 

Dismukes’ comparative analysis of A&G expenses, any distortions will be exacerbated. 

The inaccuracies in Class B expenses will cause Class C allocated expenses to become 

flawed as well. 

23 

24 

19 Q. 

20 Exhibit No. KHD-l? 

21 A. 

22 

Do you agree with Ms. Dismukes’ “peer group” rate comparison in Schedule 22 of 

No. Aside from the blatant legal defects which I have already discussed, her “peer group” 

rate comparison schedule suffers from the same analytical deficiencies as her other 

comparison schedules. For example, in reviewing Ms. Dismukes’ analysis, she fails to 

evaluate the last time any of these utilities have processed a rate case before the 
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Commission. This omission is not immaterial. Fifty-two of the 120 utilities listed in her 

“peer group” have never had a rate case increase processed before this Commission. Of 

the remaining utilities listed by Ms. Dismukes that have had rate cases, 14 of those have 

not processed a case since the year 2000. 

Ms. Dismukes has also failed to provide any analysis of the financial operating status of 

the utilities listed in her “peer group.” I can find no analysis performed that shows that 

Ms. Dismukes attempted to determine whether these utility companies were operating at 

a loss or had achieved its authorized rate of return. 

Are there other flaws in Ms. Dismukes’ Schedule 22? 

Yes. Ms. Dismukes lists the utility company Service Management Systems, Inc., in 

Brevard County. However, Ms. Dismukes fails to inform the Commission that, due to 

financial and environmental problems, this utility went into receivership in 201 0. She 

also she lists Farmton Water Resources (which is also located in Brevard County), but 

fails to explain that this company only provides raw water to very limited number of 

customers. Regarding Highland County, Ms. Dismukes fails to inform the Commission 

that Highlands Utilities Corporation was recently sold to the Town of Lake Placid. 

Likewise, in Lee County, Ms. Dismukes fails to advise that Hunter’s Ridge Utility 

Company was sold to a non-jurisdictional non-profit organization and, in Sumter County, 

North Sumter Utility Company was sold to a county District. These utilities have been 

sold, possibly due to financial difficulties, are no longer regulated, and are not compatible 

with AUF. 
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Ms. Dismukes also appears to include Kincaid Hills Water Company in her “peer group.” 

However, the Commission has previously found that this utility had a documented history 

of repeated reporting and payment deficiencies; thus, it has no legitimate place in any 

“peer group” comparison. 

Ms. Dismukes’ “rate comparison” is also flawed because she uses 2010 rates and does 

not inform the Commission that three companies in her peer group recently completed 

rate cases and have new rates. 

Attached to my testimony is Exhibit SS-9, which illustrates my findings with respect to Ms. 

Dismukes’ “peer group” rate comparison. 11 

12 

13 Q. 

14 A. 

What is your final observation related to Ms. Dismukes’ analysis? 

I have no way of verifying that the group used to compare expenses and calculate affiliate 

charges is an accurate test group. The operations of the companies on the list are most 

likely very different from the operations of AUF and its relationship with Aqua America, 

Inc. In addition, Utilities Inc. of Florida and other subsidiaries of Utilities Inc. (such as 

Sanlando) have been omitted from Ms. Dismukes’ analysis due to these systems being 

considered Class A utilities. Utilities Inc. and its subsidiaries utilize allocated 

management services similar to Aqua. 

23 

24 

19 

20 

21 

22 Q. In your opinion, has Ms. Dismukes provided any information that would justify the 

Commission rejecting AUF’s market analysis and accepting her recommendation to 

reduce test year expenses by approximately $976,845? 
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I A. No. Ms. Dismukes’ analysis points to no specific affiliate charge that is unreasonable. 

Her “comparative analysis” approach is fundamentally flawed and, as recognized in the 

PAA Order, would result in confiscatory rates. While the PAA Order has been protested, 

Florida law has not changed. To that end, I agree with the statement in the PAA Order 

that “Florida courts have made it clear that it would be improper to rely solely on OPC’s 

6 

7 

8 

9 Q* 

10 

11 

12 

13 A. 

14 

15 

16 

17 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

comparative analysis of Class C utilities to test the reasonableness and the necessity of 

AUF’s affiliated charges.” 

Do you agree with Ms. Dismukes’ assertion on page 75 that “it is not necessary to 

compare the duties, activities, and responsibilities of employees to determine that, 

under the Florida Supreme Court’s standard, the affiliate costs charged to AUF are 

otherwise inherently unfair”? 

I am not a lawyer, and I do not believe Ms. Dismukes is either. But it certainly sounds to 

me that she is thumbing her nose at what Florida’s courts have said. Again, I think the 

Commission got it right in the PAA Order when it stated: “To disallow affiliate charges 

solely based on the purported cost structures of other entities, would ignore the actual 

cost incurred by AUF and violate fundamental principles of cost-of-service regulation.” 

Do you have any other observations regarding Ms. Dismukes’ “peer group” 

arguments? 

Yes. I believe Ms. Dismukes’ and OPC’s attempts to use “peer group” comparisons to set 

AUF’s rates have unnecessarily driven up rate case expense. I fail to comprehend why 

OPC propounded excessive discovery on the Company regarding its affiliated costs, then 

ignored that data altogether and, instead, had its expert perform the same “peer group” 
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6 Dismukes’ comparison. 

7 

comparison that the Commission rejected in the last case. AUF went to great lengths to 

provide a comprehensive and detailed appendix in the MFRs so that OPC and other 

parties could follow Service Company charges to the state subsidiaries. See Volume 1 

Appendix 1 of the MFRs. Aqua fully supported its filing, and OPC has not challenged 

any of these costs other than alleging that they are higher than those found in Ms. 

8 Ms. Dismukes ’ Secondarv Recommendation 

9 Q. 

10 

11 A. 

12 

13 

14 

15 

16 

17 

What is the basis for Ms. Dismukes’ secondary recommended adjustment regarding 

affiliate transactions? 

According to Ms. Dismukes, if the Commission accepts AUF’s market analysis, she 

recommends that the Commission “reduce test year expenses by $79,968 for management 

fees,” which, according to Schedule 14 of Exhibit KHD-1, are the only affiliate charges 

that exceed her adjusted market rate. As I have previously explained, her secondary 

recommendation is based on arbitrary “adjustments” that she makes to AUF’S market 

study. For those same reasons, her secondary recommendation should be rejected. 

18 Ms. Dismukes ’ Tertian Recommendation 

19 Q. 

20 affiliate transactions? 

21 A. 

22 

23 

24 

What is the basis for Ms. Dismukes’ tertiary recommended adjustment regarding 

Instead of recommending an adjustment based on her review of the reasonableness of 

specific affiliated charges, Ms. Dismukes again recommends a “blanket” adjustment to 

reduce the water expense by $882,388 and wastewater by $348,674. Ms. Dismukes claims 

that this reduction in test year expenses of $1,23 1,062 is needed to “hold’ affiliated charges 
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10 

to the level approved by the Commission in the last rate case. This recommendation is 

disingenuous and misleads the Commission. As shown on Exhibit SS-4, in the last rate 

case the Commission approved Management Fees from the corporate level for Services 

and Sundry in the amount of $823,966, and allocated ACO expenses in the amount of 

$397,648. Ms. Dismukes’ recommended adjustment would not preserve the status quo; 

rather, it would actually cut affiliate expenses approved in the last case by over $1.2 

million. The remaining amount of which Ms. Dismukes is recommending disallowance 

is the In-State Administrative costs, which were not protested in this rate case. These are 

the direct in-state administrative management expenses incurred by AUF and which are 

distributed to Accounts No. 634 and 734, Contractual Services - Management. 

11 

I 2 Bad Debt Exuense 

13 Q. 

14 A. $310,816. 

What is Ms. Dismukes’ recommended adjustment for bad debt expense? 

15 

16 Q. 

17 A. No. The Commission’s long-standing precedent is to establish bad debt expense based 

18 

Do you agree with how she reaches this recommended adjustment? 

on a three-year average. Ms. Dismukes completely ignores this precedent. 

19 

20 Q. 

21 precedent? 

22 A. 

Can you provide a listing of cases used by the Commission in establishing this 

Yes, the list below has been previously cited by the Commission when making this 

23 

24 

finding: 

In re: Application for rate increase by Florida Public Utilities Company, Docket 
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No. 0402 1 6-GU, Order No. PSC-04- 1 1 1 0-PAA-GUY at 22 (Nov. 8,2004); 

In Re: Application for a Rate Increase for Marianna electric operations by 
Florida Public Utilities Company, Docket No. 930400-EIY Order No. PSC-94- 
0170-FOF-EIY at 20 (Feb. 10, 1994); 

In Re: application for a rate increase by Tampa Electric Company, Docket No. 
920324-EI, Order No. PSC-93-01 65-FOF-EIY at 69-70 (Feb. 2, 1993); 

In Re: Petition for a rate increase by Florida Power Corporation, Docket No. 
91 0890-EIY Order No. PSC-92-11 97-FOF-EIY at 48 (Oct. 22, 1992); 

In re: Application for a rate increase by Peoples Gas System, Inc., Docket No. 
91 1150-GU, Order No. PSC-92-0924-FOF-GUY at 6 (Sept. 3, 1992); 

In Re: Petition for a rate increase by West Florida Natural Gas Company, Docket 
No. 91O778-GUy Order No. PSC-92-0580-FOF-GUY at 30-3 1 (June 29, 1992); 

In re: Application for increase in water and wastewater rates in Marion, Orange, 
Pasco, Pinellas, and Seminole Counties by Utilities, Inc. of Florida, Docket No. 
06O253-WSy Order No. PSC-O7-O505-SC-WSy at 41-42 (June 13,2007); 

In re: Application for increase in water and wastewater rates in Marion, Orange, 
Pasco, Pinellas and Seminole Counties by Utilities, Inc. of Florida, Docket No. 
09O462-WSy Order Nos. PSC-10-0585-PAA-WSY at 30-31 (Sept. 22,2010); 

In re: Application for increase in water and wastewater rates in Seminole County 
by Sanlando Utilities Corporation, Docket No. 0904O2-WSy Order No. PSC-10- 
0423-PAA-WSY at 23-24 (July 1,2010); 

In re: Application for increase in wastewater rates in Seminole County by 
Utilities Inc. of Longwood, Docket No. 090381 , Order No. PSC-10-0407-PAA- 
SU, at 18 (June 21,2010); 

In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 
070304-EIY Order No. PSC-08-0327-FOF-EIY at 59-60 (May 19,2008); 

In re: Application for rate increase by City Gas Company of Florida, Docket No. 
03O569-GUy Order No. PSC-04-0128-PAA-GUY at 34-35 (Feb. 9,2004); 

In re: Application for rate increase by City Gas Company of Florida, Docket No. 
03O569-GUy Order No. PSC-01-03 16-PAA-GU, at 20 (Oct. 27,2003); 

In re: Petition for rate increase by Peoples Gas System, Docket No. 02O384-GUy 
Order No. PSC- 03-0038-FOF-GUY at 8 (Jan. 6,2003). 

In re: Application for rate increase in Bay County by Bayside Utility Services, 
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1 
2 2004); 

Inc., Docket No. 030444-WS, Order No. PSC-04-0820-PAA-WS, at 13 (Aug. 23, 
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9 A. 

10 

11 

12 
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14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

In re: Application for rate increase by Florida Public Utilities Company, Docket 
No. 040216-GU, Order No. PSC-O4-111O-PAA-GU, at 22 (Nov. 8,2004). 

Has the Commission and OPC just recently addressed the Commission’s practice of 

using a three-year average? 

Yes. At the October 4, 201 1, Agenda Conference, the Commission addressed and 

ultimately approved the use of a three-year average with Lake Utilities Service, Inc., in 

Docket No. 100426-WS. The OPC stated on the record that it specifically supported 

Staff on this issue. 

Why do you believe that bad debt expense should be set using a three-year historical 

average? 

Bad debt expense will fluctuate on a variety of factors, including rate increases. The 

Commission has recognized this and, therefore, has utilized averages. I have analyzed 

the monthly write offs processed, net of recoveries, for the systems included in this rate 

case for the period of October 2008 through August 2011, representing a 35-month 

period. Based on my analysis, the average monthly write off is $3 1,34 1 per month or a 

total of $376,092 for an average twelve-month period over this period. 

The increase in bad debt expense from the last rate case to present would be naturally 

expected to increase due to the rate increase AIJF received in 2008. These water and 

wastewater systems had not received a full rate increase in 13 years or longer. In 

addition, this current rate case also includes six additional systems, water and wastewater, 
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that were not included in the last rate case. 

Due to the recent unfavorable individual economic conditions that may have worsened 

overall for customers, the percentage of delinquent accounts has risen. While the bad 

debt expense for the period October 2008 through August 201 1 has somewhat stabilized, 

it is expected that bad debt will naturally increase as a result of the rate increase approved 

by the Commission. Therefore, it is expected that, on a prospective basis, bad debt 

expenses will be even greater than the amount approved in the Commission’s PAA Order 

in this case. 

How does Ms. Dismukes recommend that the Commission set bad debt expense for 

AUF in this rate case? 

Instead of utilizing a three-year average of AUF’s actual bad debt and experience, Ms. 

Dismukes relies on a “peer group” comparison of other utilities similar to the one that she 

recommended and was rejected in the last case. This so-called analysis is found in 

Schedule 24 of Exhibit KHD-1. While her “peer group” comparison would support her 

ultimate goal of making a larger bad debt adjustment than that made in the PAA Order, 

her approach is legally and analytically flawed, as well as contradicted by the facts. Her 

“peer group” comparison should be rejected, as it was in AUF’s last rate case. 

Can you elaborate on why Ms. Dismukes’ comparison should be disregarded? 

First, Ms. Dismukes is essentially asking the Commission to set AUF’s rates based the 

alleged bad debt expense of other “peer group” utilities and not on AUF’s bad debt 

expense, As I stated earlier in my testimony Ms. Dismukes’ “peer group” rate-setting 

theory violates Florida law and long-standing Commission precedent. Her “peer group” 
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comparison of bad debt expense also has serious analytical problems. Just as in AUF’s 

last rate case, Ms. Dismukes has not provided any analysis on the policies and business 

practices for these “peer group” water companies. For example, when do the other 

utilities in her “peer group’’ issue shut off notices? When do they write off their bad 

debt? In addition, she fails to consider any unique customer profiles, including the credit 

worthiness of AUF’s customers compared to other systems. 

Furthermore, Ms. Dismukes performs no analysis of whether any of these companies in 

the “peer group” have recently received a rate increase through a rate case before the 

Commission, Increases in rates have long been considered a factor that increases bad 

debt expense. The Commission has consistently recognized this fact by including a bad 

debt expense multiplier as part of the expansion factor applied to rate increases granted to 

other regulated industries, See, e.g., In re: Application for rate increase by City Gas 

Company of Florida, Docket No. 030569-GU, Order No. PSC-04-0128-PAA-GU (Feb. 9, 

2004); In re: Request for rate increase by City Gas Company of Florida, Docket No. 

000768-GU, Order No. PSC-01-03 16-PAA-GU (Feb. 5,2001). 

Has the Commission previously addressed Ms. Dismukes’ comparative analysis 

approach to bad debt expense? 

Yes. In AUF’s last rate case, Ms. Dismukes recommended that the Commission adjust 

AUF’s bad debt expense using virtually the same comparative analysis that she advocates 

in this case. The Commission flatly rejected Ms. Dismukes’ comparative analysis in 

Order No. PSC-09-0385-FOF-WS, stating: 
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We disagree with the use of the comparison group that witness Dismukes 
developed in this instant case. First, in the 199 1 rate case by Florida Cities 
Water Company, the Class A utilities in the comparison group were 
similar. With respect to the current case, the utilities in witness Dismukes’ 
comparison group are located in nine counties: Broward, Lake, Lee, 
Marion, Martin, Orange, Pasco, Pinellas, and Seminole Counties. We 
believe that there are varying socioeconomic factors, such as the cost of 
living, that might affect the bad debt expense of a given utility. For 
instance, the cost of living in Washington County would be significantly 
lower than Broward County, a county associated with Ms. Dismukes’ 
comparison group, but not one of AUF’s jurisdictional counties. When 
selecting the utilities in her comparison group, witness Dismukes admitted 
that she did not consider any socioeconomic factors for the comparison 
group customer bases, nor the customer bases of AUF’s jurisdictional 
system customer bases. 

Also, it is unclear which “comparable” utilities were used by Ms. Dismukes in her 

Schedule 24; therefore, no further analysis could be made. 

On page 86, Ms. Dismukes states that AUF’s bad debt expense is unusually high 

during the test year. Do you agree? 

AUF’s bad debt expense is not unusually high. As I previously stated, and as further 

demonstrated in AUF’s answer to OPC Interrogatory No. 281, the bad debt amount in the 

test year is analogous to the average bad debt experienced over the past thirty-five month 

period. Again, the amount of bad debt expense in the test year is reflective of the recent 

rate increase implemented by AUF. 

Do you agree with Ms. Dismukes’ assertion that AUF is not entitled to use a three- 

year average to establish bad debt expense because the Company has experienced 

“billing, customer service and meter reading problems in the past”? 

No. There is absolutely no showing that the level of AUF’s bad debt expense is to be 

attributed to billing, customer service, or meter reading problems. As AUF has 
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documented in response to Staffs Interrogatory No. 8, the Company has adopted sound 

and accepted policies regarding delinquency processes, final billing and collection 

agency assignments that have been consistently applied by the Company. With respect to 

allegations of meter reading issues, Ms. Dismukes is equally wrong. The Commission 

has audited AUF’s meters and meter reading practices and found both to be acceptable. 

Do you have any other observations regarding Ms. Dismukes’ arguments for an 

adjustment to bad debt expense? 

Yes. I believe that Ms. Dismukes’ and OPC’s continued insistence on re-litigating this 

settled issue on bad debt expense has unnecessarily driven up rate case expense. 

11 

12 Revenue /Billing Determinants 

13 Q. 

14 

OPC Witness Dismukes proposes an adjustment to add back the lost consumption 

due to irrigation wells, do you agree? 

No. Ms. Dismukes’ proposed adjustment, if adopted, would be confiscatory and contrary 

to long-standing policy. A utility company should not be penalized when the 

consumption by customers is reduced for factors beyond the utility’s control. Ms. 

Dismukes’ proposal would essentially have the Commission impute revenues for factors 

beyond the utility’s control which, in turn, would strand investment. 

23 

24 

As part of AUF’s last rate case, the Commission (at the direction of the water 

management districts) imposed a three-tiered inclined block conservation rate structure 

which was expressly designed to reduce customer consumption. It would be unlawful for 

the Commission to penalize AUF for complying with its Order. 
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Second, the drop in consumption is due in part ‘to customers installing irrigation wells, 

which was a factor beyond the Company’s control. 

Please explain. 

Drops in consumption due to the installation of irrigation wells is not an anomaly unique 

to AUF. Indeed, the Commission has been faced with this dilemma in several rate cases. 

For example, in Commission Order No. PSC-02-11 14-WU, issued August 14, 2002, the 

Commission examined the loss of consumption due to both private irrigation wells and a 

drop due to inclining rate structure. In that Order., the Commission found: 

Since the utility’s last SARC [staff assisted rate case], a number of 
customers have sunk private wells to provide for their outdoor water 
needs.. . . The proliferation of wells subsequent to the most recent SARC 
has greatly reduced the number of gallons sold by the utility. Ultimately, 
this resulted in the utility not achieving its approved rate of return for its 
water system, which led to the utility filing the instant case. 

Breeze Hill is located in Polk County, within the South Florida Water 
Management District (District). As a result of our Memorandums of 
Understanding (MOU) with the State’s five Water Management Districts 
and the Governor’s stated water conservation policy that inclining-block 
rate structures be implemented whenever possible, we originally 
contemplated an inclining-block rate structure (IBRS). In fact, we 
designed an IBRS and our staff discussed the rate structure in their 
preliminary staff report that was presented and discussed during the 
customer meeting held on April 25, 2002. The IBRS was met with 
considerable opposition, with many customers threatening to install wells 
for their outdoor water needs as a way to avoid the higher gallonage 
charge in the second usage block. 

Since the customer meeting, we have been notified that 12 additional 
customers have sunk private wells, allowing a total of 16 customers access 
to those wells to provide water for their outdoor needs. The ease of 
installation of wells, coupled with their relatively low cost, presents us 
with a unique situation from a rate setting perspective. We must account 
for the anticipated loss of gallonage sales attributable to those 16 
customers who now have access to newly-sunk wells before a rate 
structure may be designed and the appropriate rates set . . . . 
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We have no customer-specific information regarding the 16 customers 
who now take advantage of private wells, nor do we know what each of 
these customers’ usage was during the test year. Absent this information, 
it is reasonable to assume that the 16 customers who now have access to 
newly-sunk wells have the greatest amount to gain in terms of avoided 
gallonage charges; that is, those customers have the highest individual 
levels of gallons sold during the test year. Therefore, we believe a 
reasonable basis for calculating the anticipated gallons lost would be that 
those 16 customers accounted for the 134 highest levels of billed gallons 
during the test year (134 highest bills) . . . . 

Due to the loss of gallons attributable to new wells, the highly seasonal 
customer base and repression of consumption associated with the price 
increase, we are concerned that without some shift in cost recovery from 
the gallonage charge to the fixed charge (negative or reverse conservation 
adjustment), the utility’s ability to pay its bills during the months of May 
through December may be compromised. 

In a more recent rate case, in Order No. PSC-1 1-0010-SC-WU, issued January 3, 201 1 , 

the Commission also expressly recognized a decrease in consumption due to the 

installation of irrigation wells in setting rates. Unlike in the present case, OPC did not 

object to the utility taking into account drops in consumption due to the sinking of 

irrigation wells. In that Order, the Commission found: 

In 199 1 , we entered into a MOU with the five WMDs. The purpose of the 
MOU was to commemorate that the agencies recognized that it is in the 
public interest to engage in a joint goal to ensure the efficient and 
conservative utilization of water resources in Florida, and that a joint 
cooperative effort is necessary to implement an effective, state-wide water 
conservation policy. In keeping with this MOU, we have, whenever 
practicable, implemented water conserving rate structures which limit the 
BFC allocation to no more than 40 percent and to adopt inclining block 
rate structures that provide an economic incentive to consumers to reduce 
excessive consumption. Over the last several years, it has been our 
practice to implement these rate design parameters whenever applicable.’ 
In the instant case, staff witness Chelette testified that the Northwest 
Florida Water Management District (NWFWMD or District) believes that 

See In re: Application for rate increase in Martin County by Hohe Sound Water Company, Docket No. 940475- 
WU, Order No. PSC-94-1452-FOF-WU (Nov. 28, 1994); In re: Application for increase in water rates in Highlands 
County by Placid Lakes Utilities, Inc., Docket No. 000295-WU, Order No. PSC-0 1 -0327-PAA-WU (Feb. 6, 200 1); 
In re: Application for staff-assisted rate case in Putnam County by Buffalo Bluff Utilities, Inc., Docket No. 000327- 
WS, Order No. PSC-00-2500-PAA-WS (Dec. 26, 2000); In re: Application for increase in water rates for Seven 
Springs system in Pasco County by Aloha Utilities, Inc., Docket No. 010503-WU, Order No. PSC-02-0593-FOF-WS 
(Apr. 30, 2002). 
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an inclining block rate structure is appropriate for WMSI. Such a water 
conserving rate structure, along with the District’s policy on shallow 
wells, is intended to relieve withdrawal rates on the Floridian aquifer and 
prevent salt water intrusion into the aquifer in coastal counties. 

Since the Utility’s rates were last set in 2006, the number of gallons sold 
by the Utility has declined by 32 percent. According to WMSI witness 
Brown, three factors have contributed to this decline: a general 
deterioration in the level of economic activity over the last few years; 
business closures caused by the lack of adequate sewage treatment; and 
the proliferation of shallow wells by property owners on St. George 
Island. Furthermore, WMSI witness Brown testified that the current BFC 
allocation of 50 percent makes it difficult for the Utility to cover fixed cost 
during the off-season. Staff witness Chelette testified that a recent rule 
change by the NWFWMD encourages the use of shallow wells for 
irrigation purposes on St. George Island to relieve withdrawals from the 
Floridian aquifer . . . . 

Our staff reviewed the aggregate billing determinants contained in MFR 
Schedule E-2 and the detailed billing determinants contained in MFR 
Schedules E- 14. In this review, our staff verified that the aggregate billing 
determinants in MFR Schedule E-2 represent the sum of the detailed 
billing determinants contained in MFR Schedule E- 14. Furthermore, our 
staff verified that the aggregate billing determinants contained in MFR 
Schedule E-2, page 1 of 2, column 5, produce test year revenues that are 
not materially different than the revenues recorded by the Utility for the 
2009 test year. 

At the hearing, WMSI witness Seidman testified that the billing 
determinants contained in MFR Schedule E-2, page 1 of 2, column 5, are 
the actual number of bills rendered and gallons sold during the 2009 test 
year. In its brief, OPC took no position on the test Year billing 
determinants. Therefore, we find that the billing determinants contained 
in MFR Schedule E-2, page 1 of 2, column 5. are appropriate for rate- 
setting purposes. (emphasis added.) 

Have you prepared an exhibit that addresses the drop in consumption for AUF? 

Yes. Exhibit SS-10 demonstrates the actual drop in consumption experienced by AUF 

for the past four years. Based on the trailing 12-month periods from 2008 through 20 1 1, 

the Residential consumption has dropped by 20.8 percent over the past four years. The 

overall consumption has decreased by 24.2 percent. Exhibit SS-10 shows that this drop 

in consumption was not an anomaly which was exclusive experienced during the test year 
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1 in this case. Indeed, the consumption continued to drop from 2009 through 20 10 for the 

same 12-month period. My exhibit also shows that this consumption has now stabilized 

for the 201 1, subsequent to the historic test year in this case. Exhibit SS-10 refutes Ms. 3 

Dismukes’ recommendation that the consumption should artificially be increased for the 4 

loss in consumption. The consumption for the subsequent period is analogous to the 5 

historic test period and is representative of the consumption on a prospective basis, absent 6 

any repression adjustment for the increase in rates as a result of this rate case. I would 7 

8 also like to point out that the average residential consumption for the new Water Rate 

Band 1 has declined from an average of 8,446 in 2008 (prior to the last rate increase) to 

an average of 6,764 for 201 1. For the new Water Rate Band 2, the average residential 

9 

10 

consumption has declined from 4,430 in 2008 to an average of 3,654 for 2011. In my 1 1  

opinion, if the Commission were to accept Ms. Dismukes’ recommended adjustment, this 12 

would represent a confiscatory unconstitutional taking because it would deny an adequate 13 

14 rate of return. 

15 

16 Q. 

17 

Has Commission Staff addressed Ms. Dismukes’ arguments regarding the billing 

determinants in this rate case? 

Yes. In this case, Commission Staff witness Paul Stallcup specifically addressed Ms. 18 A. 

Dismukes’ recommendation to increase AUF’s test year revenues by $372,925 in order to 19 

20 remove some of the revenue impact of reduced sales since the last rate case. Mr. Stallcup 

stated: 21 

Just because AUF underestimated the extent of customers’ response to 
increased prices from the utility’s last rate case does not mean that the 
reduced sales observed during the test year are transitory and not reflective 
of the period when AUF’s new rates will go into effect. In fact, of the 
56,722,489 gallon reduction cited in Ms. Dismukes’ testimony, 

22 
23 
24 
25 
26 
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10 

11 

12 

13 

19 

20 

21 

approximately 80 percent of those gallons are attributable to the Scottish 
Highlands area of the Silver Lakes Estates system. This is significant 
because as AUF states in its Budget Variance Reports, the customers of 
this area have installed shallow irrigation wells to replace AUF as their 
source for irrigable water. I believe that once customers have invested in 
installing shallow wells, they will not return to AUF for their irrigation 
demands. Thus, these lost gallons and their associated revenues are a 
permanent reduction in AUF’s sales and should not be artificially adjusted 
back into the test year. 

Mr. Stallcup’s analysis is right on point. I also agree with Mr. Stallcup’s testimony that if 

the number of gallons sold were to be increased as recommended by Ms. Dismukes, 

AUF’s rates would fall short of generating the utility’s revenue requirement and would 

not be “compensatory” as required by Florida law. 

14 

15 A ffordabilitv 

16 Q. 

17 

18 A. 

On page 19 of his testimony, Mr. Poucher questions what he deems to be the 

“affordability” of the AUF’s rates. Do you agree with his argument? 

No. At the outset I want to be clear that AUF is sensitive to the impact its rates have on 

its customers. AUF intends to continue its efforts to keep rates as low as possible to stave 

off the need to seek additional rate relief any time soon following this rate case. 

22 

23 

24 

25 

26 

27 

However, Mr. Poucher’s testimony regarding “affordability” appears to be a back-door 

attempt to reduce AUF’s revenue requirement based upon “affordability” standards found 

nowhere in Florida law. I am advised by counsel that the OPC cannot use affordability as 

a basis to adjust the Company’s revenue requirement. Furthermore, I believe that sound 

ratemaking practices do not contemplate setting rates based on individual financial 

circumstances. 
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1 This rate case is driven in large part by AUF’s efforts to improve water quality and its 

investments in water and wastewater plants for environmental compliance. No party has 

questioned the prudence of any of AUF’s capital investments. To now deny AUF the 

recovery of the costs of those capital improvements based on a novel, undefined, and 

unsupported criteria of “affordability” would constitute an unconstitutional taking and a 

gross betrayal of the regulatory bargain. There simply is nothing in Florida law which 

would support Mr. Poucher’s allegation that “affordability” is a factor in determining a 

utility’s revenue requirement. 

14 

15 

16 

17 

18 

10 Q. 

11 A. 

12 

13 

Do you agree with Mr. Poucher’s claim that he is an expert regarding affordability? 

No, I do not. Mr. Poucher is not a statistician or an economist. I have no idea what his 

definition of “affordability” is. I also do not agree that Mr. Poucher is qualified to 

comment on the financial status of each AUF customer, as he presents no evidence on 

income, poverty levels, etc. In addition, I do not believe that he has provided testimony 

on what individual customers can and cannot afford. I agree that he may have experience 

with the Universal Service Fund in the telecommunications arena, which is a nationally 

and state legislated fund that subsidizes telephone rates. However, there is no parallel 

federal or state subsidy mechanism for water and wastewater utilities. 

19 

20 Rate Case Expense 

21 Q. 

22 

23 A. 

24 

Ms. Dismukes and Ms. Vandiver both claim that AUF’s rate case expense is 

excessive. Do you agree with those claims? 

No, I do not. 

excessive, they point to no specifics. 

At the outset I note that while they claim that rate case expense is 
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24 

Our Company filed this rate case under the Commission’s PAA procedures in an effort to 

minimize rate case expense. When the Commission voted to approve the PAA Order at 

the May 24, 201 1 Agenda Conference, several Commissioners reminded the parties that a 

protest could cause rate case expense to escalate to the detriment of the rate payers. 

While I understand that OPC has a duty to represent the ratepayers, as warned, its 

decision to protest the rate case has caused rate case expense to substantially increase. I 

find OPC’s decision to protest this case perplexing and, from a cost perspective to the 

ratepayer, very disturbing. For example, I am baffled by OPC’s desire to litigate the issue 

of pro forma adjustments for projects that address secondary water issues that OPC 

alleged were a basis for a reduction in ROE in the last case. I am likewise confused as to 

why OPC witnesses are making the same arguments regarding comparative “peer group” 

rate setting that they have raised and have been rejected by the Commission countless 

times. Equally unsettling are OPC’s efforts to re-litigate used and useful arguments that 

contradict the Commission’s rules and that have never been accepted by the Commission. 

This has necessitated the Company’s hiring an outside used and useful consultant, Frank 

Seidman, to rebut OPC’s used and useful arguments, which again has increased rate case 

expense. 

For all of these and other reasons, I have a difficult time understanding how OPC can 

now argue that AUF’s rate case expense is excessive. This is an intensely contested rate 

case, in no small part because of OPC’s approach taken in this rate case. Records 

produced by OPC confirm that OPC has closely coordinated with intervenors YES and 

Pasco County, as well as with non-party special interest groups such as FlowFlorida and 

Food & Water Watch, to escalate this $2.6 million dollar rate case into full-blown, multi- 
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4 

5 
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7 

8 

9 Q* 

10 A. 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

23 

24 

party litigation. To date, AUF has responded, or is in the process of responding, to over 

991 interrogatories and 347 requests for production of documents, the vast majority of 

which was propounded by OPC. Two individual customers, one vocal member of 

FlowFlorida, with assistance from OPC, have formally intervened in the case and were 

granted party status. Both suspiciously withdrew from the case when presented with 

discovery that called for information concerning their motivation for participating in the 

proceeding. 

Are there other factors that have caused rate case to increase? 

While each rate case has its own issues, this case has a very different dynamic which has 

also caused AUF to incur additional rate case expense. This dynamic relates to the 

intervention of YES Communities, a large, multi-state, for-profit owner of mobile home 

parks, and Pasco County. Both of these entities are in the water and wastewater business, 

and both have made it clear that they intend to utilize this rate case as leverage to force 

AUF to sell its system to them. 

Why do you state that Pasco County intends to use the regulatory process as 

leverage to force a sale of the utility? 

Pasco County’s motivation is apparent from Pasco County witness Mariano’s statements 

at the May 24, 201 1 Agenda Conference prior to the Commission’s vote on the PAA 

Order. Mr. Mariano showed his cards when he advised the Commission that if it were to 

reduce AUF’s ROE in this case (as advocated by OPC and Pasco County), it would force 

AUF to “come to the table” and sell its facilities. Mr. Mariano urged the Commission 

that if it: 
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7 

8 

9 A. 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 A. 

22 

23 

24 

25 Q. 

took that [ROE] number down, you would dramatically affect their rates, 
and I guarantee you they would come to the table quicker with not only 
myself, but everyone else as well. But when you keep the rates up at 10, 
12, 11 percent, it is tough to get them to the table. 

Could you please explain your assertion that YES has attempted to use the 

regulatory process in its efforts to force the utility to sell its system in Alachua 

County? 

In addition to aggressively participating in this rate case, YES has mounted a full-scale 

attack against AUF by filing a lawsuit against the Company in circuit court in Alachua 

County, Florida. This has required AUF to hire litigation counsel. YES’s litigation 

counsel has advised AUF’s litigation counsel that YES’s “end-game” in protesting the 

rate case and suing our Company is to force AUF to sell its Arredondo Farms systems to 

YES. YES’s efforts to create a regulatory firestorm to force AUF to sell its systems is 

also illustrated by YES employee testimony at the Gainesville service hearing. That 

testimony confirmed that, prior to the hearing, YES had invited Arredondo Farms 

customers to a luncheon where YES encouraged them to complain against the utility and 

then transported many of the customers to the hearing. 

Do you agree with Ms. Dismukes’ wholesale disallowance of rate case expense? 

No. As I have explained above, the vast majority of the rate case expense in this case has 

been directly driven by OPC’s decision to protest the PAA Order and its litigation 

strategies. 

Have you prepared a revised schedule of requested rate case expense? 

5 1  



1 A. Yes. I have prepared a revised schedule, which is attached as composite Exhibit SS-11. 

AUF is revising its requested rate case expense to $1,422,607. This includes all actual 

costs to date of $1,217,135, as well as projected costs through the conclusion of this rate 

case of $205,472. I have also attached all support documentation in composite Exhibit 

ss-11. 

6 

10 

I 1  

12 

13 

14 

7 Q. 

8 

9 A. 

Ms. Dismukes is also recommending that the costs of bringing AUF employees to the 

Commission service hearings should be disallowed. Do you agree? 

No. As mentioned, it was the OPC, not AUF, which protested the PAA Order requiring 

the additional cost of the service hearings. Furthermore, Ms. Dismukes spends thirty- 

eight pages of her testimony addressing quality of service hearings. AUF does not control 

the number of service hearings that are required per the Florida regulations. I am 

perplexed that she now objects to AUF’s staff attending the hearings. I believe that is 

important for employees to attend service hearings. It would be irresponsible not to have 

employees present who could assist customers. 

23 

24 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

Ms. Dismukes recommends that rate case expense should be shared 50/50 between 

the shareholders and the ratepayers similar to the last rate case, do you agree? 

No, I do not. Ms. Dismukes raised this precise issue in AUF’s last rate case and it was 

rejected by the Commission. In fact, for over 25 years the Commission has repeatedly 

rejected OPC’s requests to have rate case expense shared by the utility and the customers. 

In so ruling, the Commission has consistently recognized a water or wastewater utility’s 

rate case expense as part of the utility’s operating expenses and, thus, must be treated as a 

part of the utility’s cost of providing service. Ms. Vandiver provides no credible basis for 
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1 the Commission to disregard that long-standing precedent. Her efforts to have the 

Commission copy the policy of New Jersey is not credible. The Commission rejected this 

same argument in AUF’s last rate case. New Jersey is not Florida, and Florida’s 

regulatory laws and policies do not replicate New Jersey’s. Furthermore, to treat AUF 

differently from other Florida water and wastewater utilities, as Ms. Vandiver suggests, 

14 

would be discriminatory and place AUF at an unfair advantage in the utility industry. 6 

7 

8 Q. 

9 

I O  A. 

11 

12 

13 

Ms. Dismukes is also recommending a disallowance of the costs due to what she 

considers a “pancaking” of rate cases. Do you agree with her disallowance? 

No. Again, Ms. Dismukes is advancing a theory that she has presented in the past and 

which has been rejected by the Commission. Ms. Dismukes would have the Commission 

believe that in applying for rate relief AUF somehow acted improperly. Her claim is 

completely without merit. Since AUF’s last rate case was filed in 2008, AUF has 

invested over $1 1 million in additional capital to improve the quality of water and 

wastewater services and comply with environmental regulations. Under Florida law, AUF 

has no mechanism other than a rate case to recover those significant capital investments. 

15 

16 

17 

18 Q. With respect to Ms. Dismukes’ argument on “pancaking” of rate cases, has the 

19 

20 A. 

21 

22 

23 

24 

Commission recently addressed this same issue? 

Yes. At the October 4, 2011 Agenda Conference in Docket No. 10O426-WSy the 

Commission addressed and ultimately approved this same situation where Lake Utilities 

Service, Inc., filed a rate case prior to the previous rate case expense being fully 

amortized. The Staffs recommendation, which the Commission approved, allowed the 

recovery of rate case expense prior to full amortization of previous rate case expense and 
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5 Q* 
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8 A. 
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I I  

12 

13 

14 

15 

16 

17 

18 
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20 

21 

22 

23 

24 

made none of the adjustments which Ms. Dismukes proposes in this case. OPC was an 

active participant in that proceeding, and addressed the Commission on three issues, 

none of which relate to this situation. 

Do you agree with Ms. Dismukes’ statement regarding AUF and rate expense 

related to the cost of producing unnecessary copy of hard copies of documents that 

are allowable electronically? 

No, I do not. My understanding from counsel is that our Company has strictly adhered to 

the discovery protocols required by the Florida Rules of Civil Procedure and the 

Commission’s Order on Prehearing Procedure in this case. Her allegations that counsel or 

the Company frustrated the discovery process are baseless. I would also note that Ms. 

Dismukes’ claims about what is and what is not permitted with respect to how documents 

are produced in the discovery process were rejected by the Commission in Order No. 

PSC-09-0239-PCO-E1 (recognizing it is permissible and customary to make responsive 

documents available at a utility’s premises for inspection and copying, and denying 

intervenor’s request that the utility “provide the requesting parties with hard copies or 

electronic copies of documents responsive to discovery requests”). While it is certainly 

customary to make responsive documents available at the responding party’s premises for 

inspection and copying, contrary to Ms. Dismukes’ allegations, AUF has provided OPC 

with electronic versions of non-confidential responsive documents. Moreover, AUF has 

provided voluminous documents to OPC without charging OPC, even though under 

Florida law the cost of producing documents is typically to be borne by the requesting 

party. In light of the accommodations AUF has made to OPC in this case, I frankly have 

a difficult time understanding what Ms. Dismukes is complaining about. 
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11 Q. 

12 A. 

13 

14 
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20 Q. 

21 

22 

23 A. 

24 

Did AUF proactively try to control the cost of rate case expense related to 

discovery? 

Yes. OPC actually 

requested permission to expand the discovery limits set in the case, just as in the last rate 

case. In response to that motion, AUF proactively challenged OPC attempt to expand the 

discovery parameters in effort to control rate case expense. Ultimately, the Commission 

granted OPC’s request to expand the discovery limits. As the Commission predicted in 

the last case, expanding discovery limits has had the ultimate effect of driving-up rate 

case expense. 

I find the OPC’s assertions on this point to be disingenuous. 

How many discovery questions were propounded upon the Company? 

By AUF’s conservative count, AUF has responded or is in the process of responding to 

over 991 interrogatories and 347 requests for production of documents. Of that 

discovery, OPC propounded 796 interrogatories and 299 requests for production of 

documents. Responding to this massive discovery has required and continues to require 

tremendous amount of time and effort by in-house employees as well as outside counsel 

and consultants. As I mentioned, OPC’s massive discovery caused AUF to incur a 

significant amount of rate case expense. 

Ms. Dismukes also refers to specific adjustments to rate case expense recommended 

by OPC witness Ms. Vandiver. Would you also like to address Ms. Vandiver’s 

recommended adjustments? 

Yes. 
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1 Q. Ms. Vandiver recommends specific adjustments related to what she considers out of 

10 

11 

12 

13 

2 

3 A. No. First, I would like to dispel the concept of “out of state” record keeping. That 

4 concept may have been appropriate years ago due to the limitation of technology. 

5 However, in today’s world of computers and virtual storage, this concept no longer 

applies. Aqua’s records are kept in this virtual world of computers and storage. 

Therefore, Aqua’s records are not actually kept in an out of state environment. These 

records are accessible by any Aqua employees located in any of the states we operate in. 

The travel expenses that Ms. Dismukes is referring to are directly related to the 

compilation of the actual Minimum Filing Requirements (MFRs) which are required by 

Commission rule; as well as, working on responses to the OPC’s discovery. These 

state record keeping. Do you agree? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

expenses were also in the last rate case, and were thoroughly reviewed by the 

Commission at that time. The Commission allowed the recovery of these travel expenses 

in the last rate case, in order to compile and finalize the MFRs, as well as to respond to 

OPC’s expanded discovery. There were also travel expenses related to Aqua witnesses 

and employees attending the Commission agenda in May 201 1. I believe these are 

necessary and required rate case expenses for the processing and defending AUF’s rate 

case before the Commission. If the Commission accepts Ms. Vandiver’s recommended 

adjustment, this could have the perverse effect of considering these expenses as operating 

expenses which would be allowed to be recovered on a dollar for dollar basis. These 

expenses are directly related to the processing of a rate increase requests, which the 

Florida Legislature has mandated a four year amortization period and a subsequent 

reduction to rates. Ms. Vandiver’s recommendation would circumvent this mandate and 

would allow recovery on an ongoing basis. The same would be true for the disallowance 
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2 

of any FedEx postage costs. These costs, again, relate to the shipping of the required 

MFRs and responses to OPC discovery to the parties. There is no difference if the MFRs 

and responses were shipped from an in state corporate office or an out of state corporate 

office. 

7 

8 A. 

9 

IO 

6 Q. Do you agree with Ms. Vandiver’s adjustment related to AUF’s response to 

deficiencies? 

Yes. I agree with Ms. Vandiver’s reduction in the amount of $3,313 related to MFR 

deficiencies. 

15 

16 

17 

18 

19 

20 

21 

22 

1 I Q. 

12 

13 A. 

14 

Ms. Vandiver recommends disallowance of Aqua’s corporate employees for the time 

spent on the rate case. Do you agree? 

No, I do not. Ms. Vandiver is misinformed. There is absolutely no “double dipping” of 

salary as she suggests. These Aqua corporate employees work in the rates department. 

As such, the employees charge out their time spent working on various rate cases for the 

states in which Aqua operate in. Therefore, if an employee works on a rate case for 

another Aqua state, the time is charged in that state. These employees charge very 

minimal salaries to the states, the vast majority of time are directly related to rate cases, 

which is charged to a deferred rate case account. Ms. Vandiver’s allegation of “double 

dipping” is inaccurate and false. There is no such double recovery of their salary 

expenses. For the in-house Aqua employees identified by Ms. Vandiver, only 1.25 

percent of their collective time was charged to Florida on non rate case related items. 

23 
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It should also be noted that, if the Commission accepts Ms. Vandiver’s recommendation, 

this could have the perverse effect of considering these expenses as operating expenses 

which would be allowed to be recovered on a dollar for dollar basis. These expenses are 

directly related to the processing of a rate increase requests, which the Florida Legislature 

has mandated a four year amortization period and a subsequent reduction to rates. Ms. 

Vandiver’s recommendation would circumvent this mandate and would allow recovery 

on an ongoing basis, thus increasing the operating expenses. I would point out that this 

was previously approved not only in AUF’s last rate case, but also in all of the Utilities, 

Inc. rate cases. Again, Ms. Vandiver’s proposal would be an radical change to long- 

standing Commission practice. This change in practice could be viewed as an 

impermissible shift in Commission policy not supported by a change in either existing 

rules or statutes. Rate case assistance by AS1 employees was recognized and allowed by 

the Commission in AUF’s last case. This is yet another area where OPC attempts to re- 

litigate an issue that was previously decided in a prior rate case. 

Has the Commission recently addressed the issue of in-house employees included in 

rate case expense? 

Yes, at the October 4, 2011 Agenda Conference, the Commission addressed and 

ultimately approved this same issue with Lake Utilities Service, Inc., in Docket No. 

100426-WS. The Staffs recommendation addressed the in-house employees of the WSC 

affiliate company. Again, as I previously indicated, OPC was an active participant in that 

proceeding and addressed the Commission on three issues, of which none were related to 

in-house employees. Thus, in that docket, OPC did not take issue with Staffs 

recommendation, or the Commission’s approval of the recovery of in-house employees in 
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rate case expense. This has been the Commission’s past practice in all of the rate cases in 

which Utilities, Inc. subsidiaries were processed over numerous years. 

Ms. Vandiver also addresses recovery of expenses related to quality of service, 

specifically related to Docket No. 080121-WS. Do you agree that these expenses 

should not be recovered? 

No, I do not. The quality monitoring was requested and negotiated by the OPC, and later 

ordered by the Commission in Docket No. 080121-WS, which was AUF’s last rate case 

proceeding. I believe it is appropriate for these costs to be included as part of rate case 

expense. Absent a rate case, there is no other mechanism allowed by Florida law for 

AUF to recover these costs which were directly incurred by AUF as part of the 

monitoring program ordered by the Commission. The Commission has previously found 

that the quality of service has improved since the last rate case, and this monitoring 

program will be a integral part of the analysis of quality of service in the instant rate 

case. Pursuant to Section 367.08 1 (2)(a), Florida Statutes, the Commission shall consider 

the quality of the service in every rate case. Again, these costs are directly related to 

providing the Commission and parties with the information related to quality of service. 

The Commission combined the previous Docket No. 080121-WS with the current Docket 

No. 100330-WS, when making a determination of the quality of service. In the absence 

of including these costs in the rate case expense to be amortized over a four year period, 

the alternative would be to include these costs in the operating expenses and allowing for 

full recovery. The same is true for the environmental related expenses. Again, these are 

directly related to the quality of service issue which will be decided in this rate case. Ms. 

Vandiver incorrectly alleges that the cost of the Commission ordered monitoring program 
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should be considered a “fine or penalty.” This is incorrect-this monitoring program was 

not implemented as either a fine or penalty. Just as it is doing in this rate case, OPC has 

consistently recommended an ongoing monitoring program for AUF. OPC would have 

the Commission believe that any costs associated with a required monitoring program is 

not recoverable. This simply is not correct. 

Specifically, in Order No. PSC-10-0128-PAA-WS, issued April 6, 201 0, the Commission 

stated that, “we find that, while preliminary monitoring results show substantial 

improvements in AUF’s performance, additional monitoring is required to ultimately 

render a decision as to the adequacy of AUF’s quality of service.” 

The Commission acknowledged that, “the Utility states that the six-month monitoring 

plan that we implemented in the Final Order has cost approximately $100,000, and many 

hours of both Utility staff and Commission staff time.” In recognition of this, the parties 

met and developed an agreed upon plan. As the Order states, “Our staff met with 

representatives from AUF, OPC, and the AG’s Office in noticed meetings on March 25 

and April 5, 2010, to discuss the specifics of a cost-effective monitoring plan consistent 

with our direction. At the April 5 ,  2010, meeting, AUF and OPC agreed to a joint 

proposed Phase 11 Monitoring Plan.” The Commission ultimately stated, “the Phase I1 

Monitoring plan submitted by AUF and OPC outlines an efficient, cost-effective means 

of monitoring AUF’s quality of service.” It is disingenuous for OPC to now recommend 

disallowance of these costs, when they agreed to the proposed plan. 
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Do you agree with Ms. Vandiver’s recommendation to reduce the legal expenses to a 

level comparable to a study? 

No, I do not. The Public Utility Law area of practice with a focus on rate case litigation 

is a unique specialty area that requires a certain set of skills and knowledge. The study 

upon which Ms. Vandiver relies is survey of all attorneys, not just Public Utility Law rate 

case specialists. The averages derived from that study do not come close to reflecting the 

unique specialty practices that are involved in utility regulatory litigation. The law firm 

used by AUF in this rate case is the exact same as in the previous rate case. Neither OPC 

nor any other party in the last rate case raised an issue with the hourly rate, and the 

Commission did not make any adjustments to reduce the hourly rate of AUF’s attorney. 

Moreover, the Commission has recently approved an hourly rate of $400 for a lawyers’ 

work in a water utility rate case, which rate is higher than AUF’s hourly rate in this case. 

See In re: Application for increase in water rates in Franklin County by Water 

Management Services, Inc., Docket No. 100104-WU, Order No. PSC-11-0010-SC-WU, 

at 32 (Jan. 3, 201 1). 

16 

17 Q. Does this conclude your testimony? 

18 A. Yes. 
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Docket No. 100330-WS 
Affiliated Costs 
Exhibit SS-4, Page 000001 of 000004 

AQUA FLORIDA 
AFFILATE FEES CHARGED TO AQUA FLORIDA AND AUF and IN STATE ADMINISTRATIVE COSTS 

Reduction to 2007 

IIN STATE ADMINISTRATIVE EXPENSES - TOTAL STATE OF FLORIDA (Not Protested) 

2,116,558 
In State Admin Costs 

634000 
675000 

Total IN STATE Admin 
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Exhibit SS-4, Page 000002 of 000004 



Docket No. 100330-WS 
Affiliated Costs 
Exhibit SS-4, Page 000003 of 000004 



Docket No. 100330-WS 
Affiliated Costs 
Exhibit SS-4, Page 000004 of 000004 

I IN STATE ADMINISTRATIVE EXPENSES - AUF SYSTEMS IN LAST RATE CASE (Not Protested) 
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Aqua Utilities Florida 
Comparison of average hourly rates to market rates in Florida 

AUF Difference % Type of Employee Market 
/Accounting $ 119 $ 66 $ (53) -45%) 
Engineering $ 122 $ 82 $ (40) -33%  legal $ 247 $ 140 $ (107) -43% 
Management Professionals $ 207 $ 171 $ (36) 47% 
Customer Service Cost per Account $ 44 $ 18 $ (26) -59% 
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Average Hourly 
Bllllng Rate 

Aqua America, Inc. 
Average Per Hour Rate Outside Services 
Accounting, Engineering. Legal, and Management Consultlng Sewkes 
For the Test Year Ended 415012010 

1. 
Engineering 
4 rims were contacted that AUF has used In the past 

L Overall Average Hourly Rate 
Project Project Principal 

Engineer Manager Engineer 
s 108 I 5 1221s 148 

Avera e Hour Rates b Posltlon 
ProJect Project Principal 

Englneer Manager Englneer 
F i n  #1 
Firm #Z 
F l n  XS. 110 Ma 
Firm M* 125 n/a I50 
F i n  #6drdaman' 0 110 $ 121 S 166 

108 I 122 5 149 

'Added 3 additions1 firm8 

Standard Rates 
Inflation Adjustment 

Average Hourly Blillng Rate 
Assoclato Senior Manager Dlrector . 

s 85 $ 107 I 133 $ 156 
3.00% 3.00% 3.0% 3.0W 

Percent of Englneering I Assignments 

Typlcal Percent of Tlme 
Spent on a Consultlng Project 

Average 

I 50% I 25% I 

30% 30% XI% 20% Welghted 
Average . 

s 26 S 3 3 1  27 S 32 $ 1191 

25% I Weighted 
I I I 1 Average 

Weighted Factor IS 64 1 8 30 I S 37 I s 122 1 
2. 
Legal 
Rates obleined from the '2010 Econmiw & Law Offics Management Survey" conducted by the Florida Bar 

I Average 
lEilling Rate I $  247 

3. 
Accountant 
Standard ram from "AICPA 2008 PCPSlTSCPA National MAP Survey" 

12010 Rates 88 $ 110 s 137 5 161 I 

4. 
Management Conaultant 
Rates obtalned from the VperaUng Ratlos For Management consulung Firms, 2007 Edition" survey conducted by (he Association of Management Consulting Arms 

Average Hourly Ellilng Rate 
Annual Consultlng Fees Entry Level Mldlevel Advanced Upper Level Hlghert Level 
[Less than ~2.oo~.M)o It 110 S 130 I 175 f 300 s 295 
$2,000,000 . $4,ssS,SW 123 $ 150 I 180 5 
$b.OOO,MO~ $19,88a,ss9 185 9 230s 

168 I 226 s 281 s 
llnflation Adjustment I 4.10% 4.10% 

s 
S 
S 
5 

Spent on a Consulting Project 

115 S 135 s 
128 I 158 5 
141 $ 193 s 
176 S 235 1 

30% 30% 

200 5 
283 s 
3 6 0 s  

4.10% 4.10% 

182 I 
187 $ 
238 S 
293 I 

20% 

312 S 
208 s 
305 $ 
375 L 

10% 

300 
324 
450 

4.10% 

307 
312 
337 
468 

IO%/ Weighted ~. 
I I Average 

Average IS 42 10 5 4 1 5  451s  3 0 1 s  36 I $ 207 I 
6. 
Customer Service Cost per Account 
Rate obtained from the"BenchmaMng: Performance indicators for Water and Waslewater Utillues: 
2007 Annual survey Data end Analyses Repott" conducted by the American Water Wo&s Assoc 

Medlan 
Cost per Account 
Inflation Adjustment 4.10% 
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Aqua America, Inc. 
Average Per Hour Rate Affiliate Services 
Accounting, Engineering, Legal, and Management Consulting Services 
For the Test Year Ended 4/30/2010 

'Revised 10 only include those em 10 ees thai hold a Bachelors or higher 

64.64 
81.77 

139.17 
111 .71 

Sundry AI/oeations· 51112009·413012010 
Sum of mAN AMOUNT 
Depart Exclusions IACCOUNT Total 
AccounUng Accounting 75,546 

Comp Hardware/Software Mainl 2,998 
Contract Services 540803 
Travel Expense 43,369 

ACcOunfing-Sum- "·'!(f.'v,·' 
Engineering Comp Hardware/SoOware Malnt o 

Engineering 142 
Travel Expense 359 

Englnilering Sum '" . ..' 
Legal Como Hardware/Software Maint 1,282 

Contract Services 986,533 
Legal 5,980 
Travel Expense 5786 

Legal Sum, ,', .' -'... 99a,582 
Management Pnofessionats Comp Hardware/Software Mainl 830,052 

Contract Services 2,049 ,149 
Manaoement Pnofessionals 2,399,522 
Travel Exponse 367.420 

Grand Tolal 7,308 ,942 

AP D/rects· 51112009·413012010 
Comp Hardware/Software Mainl 
Conlract Services 
Management Professionals 

393,832 
380,436 

1,207,127 
Grahd Total : • • -I'~ "r-, :; .. . ~ 1,981.396: 

Tota/ Service and Sundry Charges 
Rate per hour ASI charges AUF' 

Accounting 
Engineering 
Legal 

M!,n.~g~e~~~!~~~~!=~ _,
Grand· ! olak . . ."....,;0;-' . 

Hours 
62,664 
17,555 

7,132 
81,699 

Amt 
4,129,130 
1,435,654 

999,824 
13,956,830 

Per hour 
65.89 
81.78 

140.19 
170.83 

!'Revlsed 10 Include comp hardware/software malnl 
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Aqua America, Inc. 
Average Per Hour Rate Benefit of Service Co. 
Over Outside Professionals-Less Exclusion Costs 
For the Test Year Ended 4/30/2010 

Total Services Charges 

Less Excludable: 

Contract Services 

Travel Expenses 

Computer HardwarelSoftware 

Net Service Charges 

Total Hours 

Average Hourly Rate 

Accounting 
Services 

4.71 3,301.73 

540,802.73 

43,368.56 

Engineering Management 
Services Legal Services Professionals Total 

1.436.012.78 1,992,142.94 16,373,399.58 24,514,857.03 

359.14 

986,532.85 

5,786.16 

2,049,149.35 3,576,484.93 

416.934.32 367,420.46 

4,129,130.44 1,435,653.64 999,823.93 13,956.829.77 20,521,437.78 

62,663 5 8  17,555.10 7,132.04 81,699.20 169,049.92 

65.89 81.78 140.19 170.83 121.39 

Contract Services, Travel Expenses, and Computer HardwarelSoftware charges not included in Service Charge Hourly Rate: 
Contract Services - charges that have already been assigned to outside professionals 
Travel Expenses - charges would be billed separately and in addition to an outside contractoh hourly wage 
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Aqua America, Inc. 
Average Customer Servlce Cost 
Per Customer 
For the Test Year Ended 4/30/2010 

Service ComDanv Call Center 

Allocation 
ACO Direct 
Total ACO 

Wghtd Customer 

ACO per Wghtd Customer 

2007 Arnerlcan Water Works Assoc 
Benchmarking Survtay 
Customer Service Cost per Account 

AU F FL Allocation Total Aqua 

$ 291,809.53 $ 390,344.42 $ 9,739,146.02 
$ 170,271.71 $ 227,767.11 $ 5,746,582.90 
$ 462,081.24 $ 618,111.53 $ 15,485,728.92 

25,590 34,231 854,493 

$ 18.06 $ 18.06 18.12 

$ 42.03 $ 42.03 ,$ 42.03 
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Values Average Outside 
Type of Emplyee Sum of HOURS Rate 

Accounting 52,664 $ 119 
Engineering 7,411 $ 122 
Legal 7,132 $ 247 
Management Professionals 157,282 $ 207 

Grand Total 224,489 

Aqua America, Inc. 
Average Costs of Outside Professionals vs. 
Service Co. Cost by Total Hours 
For the Test Year Ended 41301201 0 

Outside 
Cost for Service 

$ 6,259,843 
$ 901,368 
$ 1,761,614 
$ 32,493,697 

- $  41,416,521 

Total Service Cost 

Difference 

$ 20,521,438 

$ 20,895,083 

-Hours worked actually understates the cost advantages of the Service Co. An 
outside contractor would bill for every hour worked compared to a exempt Service Co. 
employee who charges a maximum of 8 hours per day. 
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Aqua America, Inc. 
inflation Calculation 
CPI Index 

CPI as of Nov 
210.177 
218.803 

CPI Differential 8.626 
CPI Index Increase 4.1 0% 

CPI as of Nov 
212.425 

CPI Differential 6.378 
CPI index Increase 3.00% 

-I  used November because that is the latest avaliable data 
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Aqua FL 
ACO Direct Analysis 

Sum of Total 
ACCOUNT ACCOUNT-DESC 

636700 WT-Other ACO Direct costs 
636700 Total 

63671 0 WT-WorkFlow Processing Fee 
636710 Total 

636720 Total 

636740 Total 

73671 0 Total 

736720 Total 

736740 Total 
Grand Total 

636720 WT-WorkFlow Billing Postage 

636740 WT-ACO Lockbox Fees 

736710 SW-WorkFlow Processing Fee 

736720 SW-WorkFlow Billing Postage 

736740 SW-ACO Lockbox Fees 

Aqua America 
ACO Direct Analysis 

Sum of Total 
ACCOUNT ACCOUNT-DESC 

636700 Total 

63671 0 Total 

636720 Total 

636731 Total 

636732 Total 

636740 Total 

736700 Total 

73671 0 Total 

736720 Total 

736740 Total 
Grand Total 

636700 WT-Other ACO Direct costs 

63671 0 WT-WorkFlow Processing Fee 

636720 WT-WorkFlow Billing Postage 

. 636731 WT-Struthers Cust Serv Allocations 

636732 WT-Other Non-ACO Cust Service costs 

636740 WT-ACO Lockbox Fees 

736700 SW-Other ACO Direct costs 

736710 SW-WorkFlow Processing Fee 

736720 SW-WorkFlow Billing Postage 

736740 SW-ACO Lockbox Fees 

Total 
26,645 
26,645 
27,058 
27,058 
71,627 
71,627 
21,296 
21,296 
17,401 
17,401 
46,044 
46,044 
17,697 
17,697 

227,767 

Total 
975,909 
975,909 
804,045 
804,045 

2,085,568 
2,085,568 

145,550 
145,550 
302,621 
302,621 

1,018,401 
1,018,401 

32,618 
32,618 
90,384 
90,384 

' 223,981 
223,98 1 

67,506 
67,506 

5,746,583 



ACO Master Allocation File 

May 2009 - April 2010 

State ~ June ~ August Selltember October November December ' Januarv february March AIl!!! . ~ YTO calc % Cust Count % Difference 

15-1510·PA 411,579.53 422,143.79 402,148.07 391,029.52 394,553.16 418,770.66 381,089.88 401,054.81 393,297.23 399,773.52 453,391.79 403,079.95 4,871,911.91 50.02% 50.13% -0.10% 

15-900-PA-lWW 7,330.11 7,518.25 7,162.11 6,964.09 7,026.87 7,458.15 6,787.09 7,142.67 7,039.26 7,155.16 8,114.82 7,214.33 86,912.91 0.89% 0.89% 0.00% 

23-0hio 87,597.24 89,845.64 85,593.64 83,227.14 83,977.10 89,131.59 81,111.58 85,360.93 84,001.65 85,390.66 96,843.40 86,096.92 1,038,177.49 10.66% 10.67% -0.01% 

24-1IIinoi5 56,566.75 58,018.66 55,273.26 53,745.08 54,229.38 57,557.95 52,378.92 55,123.02 53,847.80 54,737.38 62,078.85 55,190.09 668,747.14 6.87% 6.89% -0.02% 

25-New Jersev 50,271.67 51,562.01 49,119.57 47,761.49 48,191.89 51,149.90 46,547.47 48,986.04 50,725.45 51,560.74 58,476.15 51,987.16 606,339.54 6.23% 6.12% 0.10% 

31-Texas 54,980.23 56,391.45 53,720.22 52,234.99 52,705.69 55,940.74 50,907.21 53,574.19 52,828.50 53,698.42 60,900.54 54,142.53 652,024.71 6.69% 6.70% 0.00% 

32-lndiana 6,262.15 6,422.91 6,118.62 5,949.45 6,003.07 6,371.55 5,798.25 6,102.00 7,043.04 10,772.26 12,217.05 10,861.35 89,921.70 0.92% 0.76% 0.16% 
33-Florldit " :, - " .~': . ,;;:, ~ : 33;{j65,n . :~ a3,gi4..43. 3i;~6i,~s: ." . ~ 3-L414,'lb·~ 31;697:"[7' ; ' }3~643':~~~\}:-3g;~J.M? ;:: ,32';~Q..,-g~;~n 81~41;?~;. 'aii8:~:9i.. 36;134~ 13 3i~i24,40' · -390;~.42 , 4.01% 4.03% -0.02% 

34-Viginia 22,966.51 23,556.01 22,440.20 21,819.78 22,016.38 23,367.73 21,265.11 22,379.17 22,046.01 22,409.04 25,414.57 22,594.37 272,274.88 2,80% 2.80% 0.00% 
35-North carolina 81,286.26 83,372.65 79,423.36 77,227.45 77,923.35 82,706.27 75,264.39 79,207.43 77,949.43 79,233.02 89,859.89 79,888.32 963,341.82 9.89% 9.90% -0.01% 

37-Missouri 3.658.58 3,752.47 3,574.70 3,475.87 3,507.23 3,722.49 3,387.53 3,564,99 3,482.66 3,539.99 4,014.78 3.569,27 43,250.56 0.44% 0.45% 0.00% 
39-New York ASI 1,142.68 1,172.09 1,U6.53 1,085.76 1,095.46 1,162.68 1,058.09 1,113.51 1,086.64 1,10450 1,252.63 1,113.73 13,504.30 0.14% 0.53% -0.39% 
39-New York Seacliff 4,230.42 4,113.44 4,150.53 4,405.30 4,008.91 4,218.92 4,116.96 4,184.77 4,746.02 4,219.37 42,394.64 0.44% 0.14% 0.30% 

Total 816,707.43 837,670,36 802,228.65 780,048.76 787,077.88 835,388,39 760,220,58 800,047.78 788,809.41 805,420.37 913,444.62 812,081.79 9,739,146.02 100.00% 100.00% 0.00% 

Posted to GIL 471093 816;707t~3., ' 837;6YO;~6 ; . 802;~.65 7IiQ;b4~.7G;d~,<i.1~"§~,,.§~8!1,8.39 7qO,izo.5l?· ·8ob;~'{.~& '. 788,sjl9.41 ,: .'805,;42d:37 • 913;~gc ·81.1<O81,~9 ~ 9,739,146.02 

Difference 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0,00 

mco 
X"O 0 
:::Tc,o_. W '7' 
Q:-ro-ro­
(J)c'Z 
(J)30o,w 
- ;;1-0
'"Oro 0 
w-(,V 
COUl(,Vro ..... o
05.· 
0'< ~ o (J)
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o 
U) 
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o 
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Aqua Services, Inc. 
AP Directs - Income Statement 
2009 

AP Direct Income Statement 
Grand Total 

Comp Hardware/Software Maint 393,832.30 
Contract Services 380,436.27 
Management Professionals 1,207,127.36 
Grand Total 1,981,395.93 
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Aqua America. Inc. 
Average Per Hour Rate Affiliate Services 
Accounting. Engineering. Legal. and Management Consulting Services 
For the Test Year Ended 4130/2010 

IY.e,e of EmpIYee Sum afHOURS Sum of DIST AMT Per hour 
Accounting 52.663.53 2.970.889.75 56.41 
Engineering 7.411.04 594,624.12 80.23 
Legal 7.t32.04 992.561.19 139.17 
Management Professionals 
Gra'iiiJ ToliiT", .'. . -.~. 

157.282.33 13.594.122.43 86.43 

Aqua Services. Inc. 

Sundry Allocat/ons • 51112009 - 413012010 


Sum of TRAN AMOUNT 
Depart Exclusions IACCOUNT Total 
Accounling AccounlinQ 75.546 

Camp Hardware/Software Malnl 2,998 
Contract Services 540.803 
Travel Expense 43,369 

Aci:ounUng Sum' " ';',' ,.. ~ .•~,-:-~i~·.', ..,. ..,' .. - .. ' ·'; 662,716, .. ". 
Engineering IComp Hardware/Software Mainl 0 

Encineerine 142 
Travel Expense 359 

Enqineerinq ""''',," • Sum . ," " ;';~l~i'~t.~ I .~.. J,' ~::~.<'1'~~ ., 501 
Legal Camp Hardware/Software Malnl 1,282 

Conlract Services 986,533 
Leqal 5,980 
Travel Expense 5,786 

Legal 'Sum ".;,.: ;~·.r: '.:".tCr· "'. .,".' ..~~'}:.s.: ·:,·"ii'f""'''999!582< 
Management Professionals Camp Hardware/Software Maint 830,052 

Contract Services 2.049.149 
Manaoement Professionals 2.399.522 
Travel Expense 367,420 

Maniagemenl ProfeSslonals·Sum. ·..h\;.:" ..: ,',":..: .- : '.";" ~\ 1'1,', .. " 5.646,143; 
Grand Total 7,308,942 

Tota/ Service and Sundry Charges 

Rate per hour AS/ charges AUF 

Hours Amt Per hour 

Accounting 52,663.53 3,046,435.95 57.85 

Engineering 7,411.04 594,765.80 80.25 

Legal 7,132.04 998,541.62 140.01 

Management Professionals 157,282.33 17.200,771.36 109,36 

224,488.94 21,840,514.73 

Chad's Numbers: 

Total Service Co. Rate Per Hour Less Exclusions 

Dept Category Hours Amt 

Accounting ".51,172.52 2,743,539,04 

Eng\(1eerlng .3,568,77 235,705.48 

Legal . 6,7~4 ,OIj 1,048,047.29 

Management Professionals 153,617.59 15;029,378.01 

97.29 

Rate per Hour 

53.61 

66.05 

151\;26 

97: 84 

Grand Total . '~1S,152,92 19;056,669.82 88.57 

, .. 

Dept Category 

Accounting 

Engineering 

Legal 

Management Professionals 

Grand Total 

Chad ,. .­
,. 53 :61 

66 .05 

154.26 

97,84 

88.57 

Nameer 'Dlft 

57.85 " 

80 ,25 

140,01 

109.36 

97.29 

(4.23) 

(14.21) 

;4.25 

(1l.53l 
(1i.72) 

Aqua Services, Inc. 

AP Directs - Income Statement 

2009 

AP Direct Income Statement 

Grand Total 

Camp Hardware/Sol 393.832.30 

Contract Services 380,436.27 

Management Profes 1,207,127.36 
Grand Total 1,981,395.93 

Eliminate when finished 



Comparative Analysis -Administrative and General Cost per ERC 
Class B 8 C Utilities with Operations in Same County 
Salaries 8 Wages, Contractual Service, 8 Miscellaneous Expenses Account Comparison 
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April 30, 2010 

Admh. 6 General Expenses Account 
601.8 603.8 632.8 634.8 636.8 675.8 

Total Salaries B Total Salaries 
Total Salaries B Wages, B Wages, 

Benefik, 

Sedce. B Average 

Salaries and 
Wages - Wages, Benefik, 

Contractual contractual dual Contractual 

MirdERC Customers MisclCust Adlurtmnt 

B 50 $68,097 1,031 66 945 72 
B 790 33 33 797 
E 1265 27 

$0 
24 

$0 
1,455 

CWS Communities LP dba Palm Valley 519.395 $0 $0 

B 234 
50 $1,659 

617 
Cvpress Lakes UUllles Inc $19.048 f8.485 51,375 

$38,087 $144.267 704 205 
B 797 28 

Hahor Hills Utilities, LP $80.383 $0 $10,770 $15,028 $0 
23 988 

B 31 
$3,042 $22.440 $0 $1,323 

1979 
$861 

30 
Labrador Utilities Inc $11,910 $5,305 

$3,114 $61,345 2,079 
B 2,432 66 

Placid Lakes Utilities. Inc. $12,398 530,055 $0 $15,779 $0 
2,608 61 $29.064 $159,514 

B 47 1033 52 
Rainbow Springs Utilities $42.645 $0 $26,711 $61.094 $0 

1.159 
B 14 

$2.674 554.190 
501 

Sun Communities Finance LLC d/b/a Water Oak Utility $18,875 $0 $3,597 129.045 $0 

B 1474 27 
50 

27 
Tradewinds UWities, Inc. $4,087 $0 5484 $2,555 10 

1,478 Utilities, Inc. of Pennbooke $22.280 $9.922 S1.605 54.641 540,190 
106 

$0 S I  741 
1059 Venture M a t e s  Utilities Carp B $66,014 $36,487 $952 $7,865 $827 $138 $112.282 1.081 104 

13 117 $1,550 117 13 
340 47 

Allen Lafortune and Otii Fonder C $1,115 $0 $435 $0 $0 
47 

$0 
340 

960 52 
Anglen Cove West. Ltd. $7,309 50 $6,615 $ I  ,457 $79 
BE Utility Systems, L.L.C. dMa Buccaneer Water S e w h  C $9,554 $0 $22,237 $18,338 $163 50 $50.293 974 52 

29 888 
C 45 45 615 615 

CHCVII, LTD C $15,011 $0 

C 82 
$239 

82 271 
CrestMge Utility CapMa tion $7,882 M $0 $0 

271 
C 65 65 279 

CWS Communities LP $5,466 $0 
$18.139 279 

C 850 19 
Damn Utilities. Inc. $9.182 $6,322 51,044 $896 5154 5541 

C 75 259 75 259 $19.527 
Four Lakes Golf Club. Ltd 56.543 $0 

$2.187 
C 16 125 17 

Four Points Utility Carporation $9265 $8.015 50 $0 560 
$991 $235 $365 52.165 136 

C 120 $29,879 248 120 248 
Hidden Cove. Lid. 5574 $0 

C 47 
$0 

45 454 
Hiiden VaUey SPE LLC dibta Orange Lake $3,632 $0 $1.782 S24.465 $0 
Holiday Gardens Utilities. Inc. $6,246 50 $0 so 514,867 $21.283 476 

C 205 
5170 

212 212 
C 91 

$2.363 $43,398 
79 204 

Keen Sales Rentals 8 Utilities Inc. $11,554 $24,725 $0 $4,696 $60 
$8.419 $18.613 235 

C 28 293 28 
$0 $4,941 $0 

$8,091 293 
L P. Utildks Corporation $5,252 $0 

$1,402 
C 246 30 

LakeYale Treatment bsociates, Inc. $2.959 $0 $0 $3.681 $48 
30 $612 $7,425 246 

C $0 27 419 28 
$0 $0 $0 Northgate Properties, Inc. $6,814 $0 

$396 
C 25 

$237 
1214 25 

Plantation Landinqs, Ltd. $7,691 $0 
River Ranch Water Management. LLC $9.985 $0 $1,136 $18.467 $148 $914 $30,651 1.214 

C 17 $238 $306 $12.706 759 17 728 
C 42 

$0 S. V. Utilities, Ltd. $9,035 $0 
$4,254 

C 55 
$227 

160 55 
$0 

160 
Shangri-La by the Lake Utilities. Inc. $2,189 so 

$1,133 $8.877 
822 25 

Silver Fox Utility Company LLC dlbla Tnnbemood Utilities $2 772 $0 $0 $4.894 $79 
22 Sun Communities Acquisitions LLC dibla Buttonwood Bay Utilities C $10.829 50 $7,288 $0 $1,707 $20,480 927 

54 
$656 

383 Sun Communities Operating L id& Partnership C $3 786 $0 $1,018 $12,889 $2.820 $20 726 397 52 
44 

$213 
449 $1,413 $19,680 449 44 

23.609 50 
Tymber Creek Utilities. lnmrporaied 52 555 $8.693 $3,100 $3,629 $290 
Total 5 480,493 I 138.007 1 90.572 I 314,985 $ 9.739 S 157,130 S 1,190,927 24.983 $ 48 
Total Per ERC 19.23 5.52 3.63 12.61 0.39 6.29 47.67 

t o  Continental UtiEty, Inc. 126.260 $0 541.837 $0 $6.534 $25,929 

$3,798 $34,364 

$7,126 612 12 

C $498 $15,959 

$9.266 $436 $1,195 $25,908 910 28 $0 
$19.650 $27,770 

$0 $15.930 $202 $536 $22,133 

$0 

$0 

59.131 $251 $460 516,385 850 19 

205 

$11,926 444 $3,602 

$3,127 
$949 $7.619 181 42 181 

C 

Weight Cornpanfie Companies According to Portion of AUF 
System Classes 

Aqua Utilluer Florids (exciudng h State *dmhistntivr Cortr) 
Aqua Utilities Florida Per ERC 

Difference from Wehhted Peer Average 
Adjustment 

$ 259,700 0 73,981 I 45.536 $ 161,172 S 5.029 S 81.499 t 626.917 12.843 5 

593.698 17.738 S 5 16,688 t 24,032 t 17,997 f 352.963 t 74.967 I 107,111 
0.94 1.35 1.01 19.90 4.23 6.04 33.47 

49 

33 

t (15) 
5 272,178 

12,059 5 

17.065 S 

52 

35 

s (17) 
293,451 f 282.814 

Source: Ms. Dismukes Schedules Workpapers - File name - KHD-20,Zl Comparative Analysis - Class B,C - same county v5.xlsx 



comparative Analysis -Administrative and General Cost per ERC 
Class E & C Utilities with Operations in Same County 
Salaries 8 Wages, Contractual Service, 8 Miscellaneous Expenses Account Comparison 
Water 

April 30,2010 

Docket No. 100330-WS 
Exhibit No. 55-13 

Page 2 of 6 

- 
Admln. a General Expenses Account 

601.8 603.8 632.8 634.8 636.8 675.8 

Total Salaries Total Salaries 
Salaries and Total Salaries a Wages, a wages, 

Wages - Wages, Benefits, Contractual Benefits, 
Salaries and Officers, Contractual Contractual Contractual Benefits, Contractual 

Wages ~ Directors, Services. Servlces - Mgt Servlces - Mbcellaneous Contractual Service. EL Servlce. IL Average 
Class Employees Stkholden Accounting Fees Other Expenses Senrice. a Misc ERCs M~CERC Customers MisclCust Adlustment 

Rate Band -Water 1 

Weight Comparathn Companies Accordlng to Portion of W F  
System Classes 

Difference from Weighted Peer Average 
Adjustment 

Rate Band -Water 

Weight Comparative Companies According to Pottion of AUF 
System Classes 

Aqua UIBitaS Florida (excluding h Stah Adminis(raOFvc Cootr) 

Difference from Weighted Peer Average 
Adjustment 

Rate Band -Water 3 

Weight Comparative Companies According to Portion of W F  
System Classes 

M u a  Utilltles Florida (excluding b Stab *dminh(ralive Costs) 

Difference from Weighted Peer Average 
Adjustment 

Rate Band - Water 4 

Weight Comparatlve Companies According to Pottion of W F  
System Classes 

Aqua UtllW.s florlda Iercludlng In Stab Admhktratire Costs) 

302,166 S 

1,070 S 

248.287 S 

11,076 S 

211.436 S 

577 f 

250.506 5 

3.575 s 

84.847 S 46.081 5 169,205 

6,903 5 5.890 J 

71,061 S 45,389 S 159,014 S 

4.211 f 2,679 f 

61,632 S 44,916 f 152.043 S 

1,795 f 1,656 f 

k.629 f 45.418 S 159.433 f 

10,150 S 7207 s 

5.377 s 

24,960 3 

4,935 s 

11,263 S 

4,633 5 

6.846 S 

4,953 s 

29.783 $ 

87,905 S 

22.035 $ 

79,778 s 

22,072 5 

74,219 S 

9,611 $ 

80,113 S 

50,623 S 

695,581 

176,306 

608,464 

103,819 

548.879 

52,948 

612,052 

242,587 

13.610 S 

5.613 S 

s r 

12,637 S 

2.614 S 

s 
s 

11.971 S 

1.572 5 

s 
s 

12,677 S 

7.254 f 

f 
f 

51 

31 

(20) 
110,560 

48 

40 

(8) 
22,048 

46 

34 

(121 
19,132 

48 

33 

(151 
107,649 

12,615 S 

5,529 $ 

5 
s 

11,910 s 

2.522 S 

$ 
I 

11,427 S 

1,555 S 

s 
s 

11.939 S 

6,771 S 

s 
s 

55 

32 

(231 
128,551 S 119,556 

51 

41 

(10) 
25,029 S 23,53& 

48 

34 

(14) 
21.743 I 20.431 

51 

36 

104d:? S 106.09' 
Difference fmm Weighted Pwr Average 
Adjustment 

Source: Ms. Dismukes Schedules Workpapers - File name - KHD-ZO,tl Comparative Analysis - Class B,C - same county vS.xlsx 
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Docket No. 100330-WS 
Exhibit No. 55-6 

Page 3 of 6 

April 30.2010 

601.8 
Admin. 8 General Expenses Account 

603.8 632.8 634.8 636.8 675.8 
Total Salaries 8 Total Salaries 

Salaries and Total Salaries 8 Wages, 8 Wages, 
Wages - Wages, Benefik. Benefik. 

Wages ~ DirectMs. Services - Services - Mgt. Services ~ Micellaneous Contractual Service, 8 Service. 8 Average 
Contractual Contractual Salaries and Officers, Contractual Contractual Contractual Benefits. 

ME~~ERC Customers MisdCust Adjustment Class Employees Stkholden Accounting Fees Other Expenses Service. 8 Misc ERCs 

Breeze Hill 

Weight Comparative Companies According to Portion of AUF 
System Classes 

*qua Utilities florida (excluding In SWe Mminisirative Cmts) 

Difference from Weighted Peer Average 
Adjustment 

Faitways lrlW 

Welght Comparative Companies According to Poltion of AUF 
Sptem Classes 

Aqua W k  Florida (excluding In State Admlnhtratlve Costs) 

Difference from Weighted Peer Average 
Adjustment 

Weight Comparative Companies According to PorHon of AUF 
System Classes 

Aqua UtllHies Florida (excluding In State Mmlnisttative Costs) 

Diierence from Weighted Peer Average 
Adjustment 

5 157,199 S 47,754 f 44,219 f 141.783 S 4.189 J 66,038 $ 461.182 10,991 f 42 

s t 179 S 132 5 4 4 s  417 S 3.917 122 s 32 

f (101 
5 1202 

(0.23) 

f 157.199 f 47.754 f 44219 $ 141,183 5 4,189 S 66,038 $ 461.182 10,991 s 42 

5 5  485 s 329 S 1,143 S 1.538 I 10.116 467 $ 22 

I (201 
S 9,460 

f 151,199 $ 47.754 $ 44.219 S 141,783 f 4,189 f 66,038 $ 461.182 10.991 f 42 

10,717 I 

125 f 

5 
J 

10.717 J 

467 S 

s 
I 

10,717 5 

J 309 S 103 0 2,024 $ 386 J 428 S 755 S 4,006 

43 

31 

(121 
1.462 f 

43 

43 

42 

(11 
125 f 

1,332 

9,730 

74 

Source: Ms. Dismukes Schedules Workpapers - File name - KHD-20,21 Comparative Analysis - Class B,C - same county vS.xlsx 
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Docket No. 100330-WS 
Exhibit No. 55-6 

Page 4 of 6 
Wastewater 

Apdl30,ZOlO 

Total Salaries Total Salaries 8 Total Salaries 
Salaries and (L Wages. Wages, a Wages. 

Wages - Benefik, Banefits. Benefits, 
Contractual Salaries and Offisem, Contractual Contractual Coniractual 

Total Per ERC S 16 5 6 S  3 s  7 s  2 s  6 t  39 

Weight Comparative Companies According to Portion of AUF 
System Classes S 165,093 f 69,141 f 36,686 f 85.942 $ 10,788 f 66,653 S43.2,302 10.350 f 42 9,920 S 44 

s 19.0~2 s 15,286 s 6,861 S 28,784 S 
Aqua Utilkies Florida Per ERC f 3 s  2 s  I f  1 9 s  4 s  

48,830 
7 s  

$253,302 
35 

7.216 35 6,455 f 39 

Source: Ms. Dismukes Schedules Workpapers - File name - KHD-20,Zl Comparative Analysis - Class B,C - same county v5.xlsx 
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Comparative Analysis -Administrative and General Cost per ERC 
Class B 8 C Utilities with Operations in Same County 
Salaries 8 Wages, Contractual Service. 8 Miscellaneous Expenses Account Comparison 

April 30,2010 

Admin. EL General Expenses Account 
701 8 703.8 732.8 734 8 736.8 775.8 

Total Salaries Total Salaries EL Total Salaries 
Salaries and EL Wages, Wages, EL Wages. 

Wages - Benefits. BeneRk, Benefik. 

Wages - Diredon. Services - Services - Services - Mbcellaneous Senrice. EL Sewice. EL Service. EL Avenge 
Contractual Contractual Salaries and Officers, Contractual Contractual Contractual Contractual 

ERCs MiidERC Customer5 MiidCust Adjustment Employees Stkhoiden Accounting Mgt. Fees Other Expenses M S C  
D - _j_ 

34 

32 

(2) 
2,479 f 

Weight Comparative Companies According to Portion of AUF 
System Classes 5 134,905 f 

t 1,29e f 

41,529 f 308.010 9.175 f 34 9,035 f 55,268 f 15,900 f 36289 5 24,118 f 

1,480 5 1,098 $ 4,518 s Alua wflitbs Fbrida (excludkrg In State Admlnbtalive ccrts) 1,037 S 2,941 S 32873 1,037 f 32 

f (2) 
S 1,940 

Difference from Weighted Peer Average 
Adjustment 

(0.06) f 
f 2,209 

Weight Comparative Companies According to Pottion of AUF 
System Classes 70,860 S 455,449 10.547 S 43 10.068 f 45 S 170,147 f 

f 16,384 f 

71,464 f 40,166 f 94,256 f 8,556 s 

8,877 s 4.593 S 18.982 f 34,276 f 173,129 4.853 S 36 

f (8) 
f 36,444 

4,314 S 

5 
f 

40 

(5) 
22,016 f 

Difference from Weighted Peer Average 
Adjustment 29230 

Rate Band -Wastewater 3 

Weight Comparativa Companles kcording to Portion of AUF 
System Classes 42 f 160.643 f 

5 934 5 

67,096 f 33,622 f 78,622 f 12,753 f 

1,280 5 594 4 1W53 f 2.896 f 

62,950 f 415,685 10,177 f 41 9,790 f 

Asua WllUer Fbrida (excludlng In State Mmlnistrativa Gmk) 559 f 

f 
f 

41 

(1 1 
559 0 

5,819 S 23,176 594 f 39 

f (2) 
f 1,086 

Difference from Welghted Peer Average 
Adjustment 823 

Rate Band -Wastewater 4 

Weight Comparative Companies According to Portion of AUF 
System Classes f 174,087 $ 

t 74 f 

74,139 f 471.930 10,700 f 44 10,184 f 46 73.274 f 42.878 S 100.735 S 6,816 f 

2.549 f 95 f 384 f Asua U N l b S  Fbrida (excluding In State Mmlnkbatlve Cork) 3,876 S 8.838 281 f 31 

s (13) 
S 3,556 

94 f 

s 
5 

94 

48 
(4.482) S 

Difference from Weighted Peer Avenge 
Adjustment (463 

Source: Ms. Dismukes Schedules Workpapers - File name - KHD-20.21 Comparative Analysis - Class 6.C - same county v5.xlsx 
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Salaries B Wages, Contractual Service, 8 Miscellaneous Expenses Account Comparison 

Docket No. 100330-WS 

Exhibit No. 55-6 
Page 6 of 6 

April 30.2010 

~~~ ~~~ ~~~ 

Admin. 8 General Expenses Account 
701.8 703.8 732.8 734.8 7368 775 8 

Total Salaries Total Salaries Total Salaries 8 
Salaries and 8 Wages, Wages, 8 Wages, 

Wages - Benefits, Benefik, Contractual Benefits. 

Wages - Directors, Services - Services - Services. Miscellaneous Senrice, 8 Service, 8 Service, 8 Average 
Contractual Contractual Salaries and Officers. Contractual Contractual Contractual 

ERCs MisclERC Customers HisclCust Adjusbnent Employees Sikholders Accounting Mgt. Fees Other ExpeMeS Misc 
P 7 

B w z e  Hill 

Weight Comparatiw Companies According to Portion of AUF 
System Classes 

Difference from Weighted Peer Average 
Pdjustment 

Faitwavs MHP 

Weight Comparative Companies According to Portion of AUF 
System Classes 

Aqua UtMillas Florida (excluding h Stat. MmlnhtraUw COSIS) 

Difference from Weighted Peer Average 
Adjustment 

Peace River 

Weight Comparative Companies According to Portion of AUF 
System Classes 

Aqua Vtilitles Fbrlda (excludlng In Stat. Mministntlve Corb) 

Difference from Weighted Peer Average 
Adjustment 

S 134,905 S 55,268 S 15,900 $ 36,289 S 24.118 S 

a - I  423 I ?3? J 542 I 

S 134,905 S 55,268 S 15,900 $ 36189 S 24.118 S 

S 52 S 361 S 253 S 1,042 S 

I 134,905 S 55,268 S 15,900 S 36,289 S 24,118 S 

S 309 S 316 S 98 S 1,920 S 406 S 

41,529 S 308.010 S 9.175 S 

212 S 3,872 

34 

123 1 31 

$ (21 s 258 

41,529 S 308.010 S 9.175 $ 

1.375 S 8,033 238 f 

s 
s 

34 

34 

0 
(43) 

41.529 5 308,010 S 9.115 I 34 

332 S 3.381 90 s 
s 
s 

38 

4 
(3601 

9,035 S 

122 s 
s 
s 

34 

32 

288 (21 5 273 

9,035 S 34 

238 S 

f 
s 

9.035 S 

91 s 
s 
s 

34 

(01 
81 s 19 

34 

37 

3 
(279) S (320 

Source: Ms. Oismukes Schedules Workpapers - File name - KHD-2421 Comparative Analysis - Class B,C - same county v5.xlsx 
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nPri l30,2010 
Customer Accounts Expense 

601.7 603.1 632.7 634.7 636.7 615.7 

Total Salarles Total Salaries 8 
Salaries and 8 Wages, Wages, 

Wages - Benefits, Benefits, 
Contractual 

Wages - Directors, Services - Services - Servlces - Mlscellaneous Service, & Senrice, MisclERC 8 
Contractual Salaries and Officers, Contractual Contractual Contractual 

Company Class Employees Stkholders Accounting Mgt. Fees Other Expenses Misc ERCs 
$0 $77,791 $0 $77.791 1,031 75 

11 797 
7 

68 Harbor Hills Utilities, LP B $47,596 $0 $0 $0 $0 $0 $47,596 704 
8 

63 Placid Lakes Utilities, Inc. ~~ B $94,156 $0 $0 $15,779 $15,040 $6,563 $131.538 2.079 
21 Rainbow Springs Utilities B $51.390 $0 $0 $0 $0 $3,663 $55,053 2,608 

Sun Communities F i M W  LLC d/b/a Water Oak Utility B $0 $0 $0 $0 $0 $0 $0 1,159 
42 Tradewinds Utilities, Inc. B $12,262 $0 $1.934 $10,219 $0 $1,031 $25,446 612 

8 
78 1,081 Venture Associates Utilities Corp. B $76.539 $0 $1 -753 $0 $2.798 

9 Allen Lafortune and Otis Fonder C $1,023 $0 $0 $65 $0 $0 $1,088 117 
27 Anglers Cove West. Ltd. C $6,705 $0 $526 $219 $1,563 $141 $9.154 340 

BE Utility Systems, L.L.C. d/b/a Buccaneer Water Service C $8.764 $0 $1,769 $2,753 $3221 $0 $16,506 974 17 
26 
28 Crestridge Utility Corporation C $7.230 $0 $0 $0 $4,705 $5,548 $17,483 615 
43 CWS Communities LP C $5.014 $0 $0 . $2,391 $3.977 $151 $11,533 27 1 
42 D a m  Utilities, Inc. C $8.423 $0 583 $135 $3,041 $153 $11,834 279 
15 850 
40 Four Points Utility Corporation C $8.499 $0 $0 $0 $1.190 $617 $10,306 259 
40 Hidden Cove, Ltd. C $527 $0 $0 $149 $4,625 $103 $5,403 136 
29 Hidden Valley SPE LLC d/b/a Orange Lake C $3,325 $0 $141 $3.666 $0 $0 $7,132 248 
28 Holiday Gardens Utilities, Inc. C $5,729 $0 $0 $0 $3,352 $4,197 $13,279 476 
62 
34 L. P. Utilities Corporation C $4.818 $0 $0 $742 $0 $2,377 $7,937 235 
16 Lake Yale Treatment Assodates. Inc. C $2,715 $0 $0 $553 $955 $396 $4,618 293 
26 Notihgate Properties, Inc. C $6,250 $0 $0 $0 $0 $173 $6,423 246 

13 River Ranch Water Management, LLC C $9,159 $0 $90 $2,772 $2,926 $258 $15.206 .1.214 
18 
43 

Silver Fox Utility Company LLC dib/a Timbetwwd Utilities C $2.542 $0 $0 $735 $1,554 $320 $5,151 160 32 
26 Sun Communities Acquisitions LLC d/b/a Buttonwood Bay Utilities C $9.934 $0 $580 $0 $12,934 $482 $23,929 927 

Sun Communities Operating Limited Partnership C $3,473 $0 $81 $1.935 $4.201 $796 $10.486 397 26 

Total s 440.14a s - $ 7,204 S 47,211 S 191.908 S 44,362 S 731,493 24,983 29 
Total Per ERC s I 8  s - s  o s  2 s  a s  2 s  29 

$0 Continental Utility, Inc. B $0 $0 
CWS Communities LP dba Palm Valley B $0 $0 $0 $0 $9,019 $0 $9,019 
Cypress Lakes Utilities Inc B $5,231 $0 $0 $0 $1.659 $3.798 $10,688 1,455 

Labrador Utilities Inc B $3,273 $0 $0 $0 $1,323 $3,042 $7.638 988 

Utilities, inc. of Pennbrwke 8 $6.122 $0 $0 $0 $1,741 $4,641 $12,505 1.478 
$2,980 $84 071 

CHC VII. LTD C $13,770 $0 $0 $1,391 $8,588 $337 $24,086 910 

$130 $12,451 Four Lakes Golf Club, Ltd. C $6,002 $0 $0 $1,370 $4,949 

Keen Sales Rentals 8 Utilities Inc. C $10,579 $0 $0 $704 $1,190 $666 $1 3.1 39 212 

Plantation Landings. Ltd. C $7,055 $0 $0 $541 $4,676 $112 $12,384 444 28 

S. V. Utilities. Ltd. C $8.288 $0 $0 $469 $4,698 $86 $13,542 759 
Shangri-La by the Lake Utilities, Inc. C $2.008 $0 $0 $142 M 4 7 8  $1,201 $7.829 181 

Tymber Creeh Utilities. Incorporated C $2,344 $0 $247 $545 $5.714 $399 $9,249 449 21 

Weight Comparatfve Companies According to  Portion of AUF 
System Classes 

Aqua Utilities Florida 
Aqua Utilities Florida Per ERC 

Difference from Weighted Peer Average 
Adjustment 

S 238,222 f 

S 141.728 5 
s 8 s  

- $ 3,622 S 24,189 S 99,097 S 

- 5 256,521 S - s  - s  
- s  - s  - s  14 s 

Source: Ms. Dismukes Schedules - File name - KHD-20.21 Comparative Analysis - Class B,C - same county v5.xlsx 

23,009 S 388,139 

- S 398,249 
- s  22 

12.843 S 

17,738 $ 

30 

22 
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April 30,2010 

Customer Accounts Expense 
701.7 703.7 732.7 734.7 736.7 775.7 

Total Salaries 
Salaries and &Wages, 

Wages - Beneflts, 
Salaries Officers, Contractual Contractual Contractual Contractual 

and Wages. Directors, Services - Servlces - Setvices - Miscellaneous Service, EL 
Employees Stkholders Accounting Mgt. Fees Other Expenses Misc ERCs MisclERC 

$51 
$0 
$6 
$0 
$7 

37 
$10 
114 

8 
8 

$39 
$113 
$25 
$75 

442 $49 
$43 $319 $25,570 $153 $36,935 850 

258 $76 Four Points Utility Corporation C $4,515 $0 $0 $208 $14,396 $534 $19,653 

$36 127 Hidden Cove, Ltd. C $1,139 $0 $0 $143 $3,121 $121 $4,524 

$27 Hidden Valley SPE LLC d/b/a Orange Lake C $1.782 $0 $0 $4.647 $0 $0 $6.429 242 

$38 L. P. Utilities Corporation C $1,626 $0 $0 $166 $42298 $679 $6.769 178 

$19 $86 $3,576 $376 $5,486 293 
245 $30 

Lake Yale Treatment Assdates, Iw. C $1,448 $0 $0 
Northgate Properties, lm. C $2,233 $0 $0 $0 $4,975 $1 10 $7,318 
Pine island Cove Homeowners Association. inc. C $1,265 $0 $0 $121 $3,311 $3,139 $7.836 318 $25 

$212 $7.780 $135 $1 1,232 441 $25 
728 $24 

Plantation Landings, Ltd. C $3,105 $0 $0 
River Ranch Water Management. LLC C $4.908 $0 $0 $205 $11,772 $285 $17,171 

$15 S. V. Utilities, Ltd. C $2,966 $0 $0 $374 $8,133 $146 $1 1,620 759 
Sebring Ridge Utilities, Inc. C $4,027 $0 $0 $309 $18.590 $2.184 $25,109 535 $47 

$25 
$30 
$2 1 Sun Communities Acquisitions LLC d/b/a Buttonwood Bay Utilities C $5,323 $0 $0 $74 $12,161 $752 $18.310 854 

$18 Sun Communities Operating Limited Partnership C $1,861 $0 $0 $0 $4,147 $794 $6.802 384 

$59 
$72 
26 Total s 164.288 s - s  

Company 
Continental Utility, lnc. B $0 $0 $0 $52,616 $0 $52,616 1,031 $0 

790 
1,442 $8,761 Cypress Lakes Utilities Inc B $4.801 $0 $0 $0 $232 $3.728 

Environmental Protection Systems of Pine Island, inc. B $0 $0 $0 $0 $0 $0 $0 467 

958 Labrador Utilities Inc B $3,150 $0 $0 $0 $132 $3,112 $6,394 
B $51,390 $0 $0 $0 $0 $3,603 $54,993 1,501 

1,037 
Rainbow Springs Utiiities 
Sun Communities Finance LLC d/b/a Water Oak Utility B $0 $0 $0 $0 $10.380 $0 $10,380 

366 Tradewinds Utilities, Inc. B $20,437 $0 $0 $19.950 $0 $1,273 $41,660 
Utilities Inc of Longwood B $7,217 $0 $0 $0 $303 $7,427 $14,946 1.852 
Utilities. Inc. of Pennbroake B $5,203 $0 $0 $0 $218 $4,261 $9.682 1.256 

107 BFF Corp. C $2,197 $0 $0 so $9,791 $85 $12,074 

CWS Communities LP dba Palm Valley B $0 $0 $0 $0 $0 $0 $0 

Anglers Cove West, Ltd. C $2,975 $0 $109 $10,071 $117 $13,272 340 

CHC VII. LTD C $5.803 $0 $0 $768 $16.055 $330 $22,955 909 
$414 $5.759 $99 $7.619 101 Damon Utilities, Inc. C $1.348 $0 $0 

Fairmwnt Utilities, the 2nd. inc. C $3,206 $0 $0 $163 $17,454 $976 $21.799 
Four Lakes Golf Club, Ltd. C $10,893 $0 $0 

$0 

Shangri-La by the Lake Utilities, Im. C $1,076 $0 $0 $0 $2,397 $902 $4.375 174 
Silver Fox Utility Company LLC d/b/a Timbelwood Utilities C $1,362 $0 $0 $0 $3,035 $314 $4,712 158 

Tymber Creek Utilities. lnmrporated C $3,773 $0 $0 $1,535 $18,910 $725 $24,942 420 
Utility Corporation of Florida, Inc. C $3.259 $0 $0 $1,838 $17,603 $31 $22.731 314 

$519,105 19,875 s - S 31,640 S 286,786 f 36,391 
- s  2 s  14 S Total Per ERC s 8 s  - s  2 s  26 

Weight Comparative Companies According to Portlon of AUF 
System Classes 

Aqua Utilities Florida 
Aqua Utilities Florida Per ERC 

Difference from Weighted Peer Average 
Adjustment 

S 87,582 S 

s 4,766 5 
s I S  

- S 18,054 S 100.385 S - 5  

- S 97,726 S - s  - s  
- s  - s  - s  14 f 

Total Salaries & 
Wages, Benefits, 

contractual 
Service, 8 

21,012 $227,033 10,350 S 

$102,492 7,216 $ 
- s  14 

22 

14 

Source: Ms. Dismukes Schedules - File name - KHD-20,21 Comparative Analysis - Class B,C - same county v5.xlsx 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

1x1 Re: Application for increase in water and 1 
wastewater rates in Alachua, Brevard, DeSoto, ) DOCKET NO. 100330-WS 
Highlands, Lake, Lee, Marion, Orange, 
Palm Beach, Pasco, Polk, Putnam, 1 Dated: May 3,201 1 
Seminole, Sumter, Volusia, and Washington 
Counties by Aqua Utilities Florida, Inc. 

1 
) 

- 

AQUA UTILITIES FLORIDA, INC.’S SECOND SUPPLEMENTAL 
m m  CERN 

Aqua Utilities Florida, Inc. (“AUF’), by and through undersigned counsel, hereby files its 

Second Supplemental Response to Citizens’ Preliminary Areas of Concern. Specifically, 

artached hereto is AUF’s supplemental response to the Class C Utility comparison submitted by 

the Office of Public Counsel to the staff and the parties on April 15,201 1. 

Respecally submitted this 3rd day of May, 20 1 1. 

HOLLAND & KNIGHT LLP 

Fla. Bar No. 354473 
Gigi Rollini 
Fla. Bar No. 684491 
Holland & Knight LLP 
Post Ofice Drawer 8 IO 
Tallahassee, Florida 32302-0810 
Phone: (850) 224-7000 

E-Mail: bruce.rnav&Mcla w.com 
gkei.rallini@,hklaw.com 

Fax: (850) 224-8832 

Kimberly A. Joyce, Esquire 
Aqua America, Inc. 
762 West Lancaster Avenue 
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Bryn Maw, PA 190 1 0 
(610) 645-1077 (Telephone) 
(6 10) 5 19-0989 (Facsimile) 

Attorneys for Aqua Utilities Florida, Inc. 

CERTIFICATE 0 F SERVICE 

1 hereby certify that a true and correct copy of the foregoing was furnished by e- 

mail and US.  Mail this 3rd day of May, 201 l to: 

Ralph Jaeger J.R. Kelly 
Caroline Klancke Patricia Christensen 
Lisa Bennett 
Oflice of General Counsel 
Florida Public Service: Commission 
2540 Shumard Oak Boulevard 

Office of Public Counsel 
c/o The Florida Legislature 
11 1 W Madison St, Room 812 
Tallahassee, FL 32399-1400 

Tallahassee, Florida 32399-0850 

Kelly Sullivan 
570 Osprey Lakes Circle 
Chuluota, FL 32667-6658 

Kenneth M. Curtin 
Adams and Reese LLP 
150 Second Avenue North, Suite 1700 
St. Petersburg, Florida 33701 
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]RESPONSE TO OPC’S CLASS C COMPANY COMPARISO~ 
DOCKET NO. PSC-1003OO-WS ‘ 

On March 3 1,201 I, OPC filed its Preliminary Areas of Concern and claimed that 
it had performed an “analysis using Class C companies” that showed that the management fees alIocated 
to AUF by its service company -- Aqua Services - have not produced any cost savings, but instead has 
resulted in excessive costs. OPC did not attach a copy of its “analysis” when it filed its Preliminary Areas 
of Concern. OPC later provided a copy of its “analysis” to staff and the parties on April 15, 201 1 in 
response to s ta f fs  request, AUF has reviewed OPC’s submission and respectfully submits that it is 
findamentally flawed. However, before examining those flaws in more detail, AUF believes it is 
important to address two other general deficiencies at the outset. 

with respect to the reasonableness of Am’s all 
Commission noted that its staff had performed an 
2007 and ultimately concluded that ‘%ere was nothing found 
charges were unreasonable or imprudent.” Order 

First, OPC’s cIaims regarding allocated cos letely overlooks the Commission’s findings 
. In that case, the 

Second, in an effort to justify its comparison group of Class C utilities, OPC erroneously claims 
that in the last case the Commission stated that it would be “more appropriate to make this comparison 
using Class C companies.” OPC misquotes the Commission. What the Commission actually said was: 

Additionally, we do not believe that OPC witness Dismukcs’ 
methodology for her recommended adjustments is appropriate. Although 
AUF is considered a Class A utility, we note that it is actually a 
collection of many different widely dispersed systems, most of which 
would be considered class C utilities if on a stand-alone basis. The 
comparison group proposed by witness Dismukcs does not take this into 
account and inaccurately compares AUF to C1 A single systems. We 
find that the comparison analysis proposed by witness Djsmukes does 
not provide an appropriate basis to warrant an adjustment being made. . , 
In summary, based on our staffs audit and our review of the record, we 
find that no adjustment is needed for charges from affiliates. 

Id 

OPC’S ~~ANALYSIS- rs FUNDAMENTAUY FLAKED 

The materials that OPC provided to staff do not constitute an “analysis” in the traditional sense, 
Rather, it is a hastily assembled comparison of AUF to 
companies. Courts and the Commission have repeated1 oned against these types of shallow 
comparisons that fail to take into account the actual differences in the utilities bein compared. See 
Sunshine Utilities of Cent. Fla., Znc. v. Fla. Pub. Sew. Comm’n, 624 SO. 2d 306 (Fla. 1 DCA 1993) (“In 
determining whether an executive salary is reasonable compared to salaries paid to other company 
executives, the comparison must, at the minimum, be based on a showing of similar duties, activities, and 
responsibilities and the person receiving the salary.”); See aIso FPSC Order No. 20066 (“A valid 
comparison would take into account all differences and similarities of the utilities whose rates were being 
Compared.”) In short, the policy of the Courts and the Commission is clear: if a L‘compaxisonn is to have 
any place in a proceeding fa set rates, it must compare “appks to applos“, othemise it is misleading and 
invalid. As demonstrated below, OPC’s comparison makes no effort to cornpart “apples to apples.” 

f 



Docket No. 100330-WS 
AUF’s 2nd Suppl. Resp. to OPC Areas of Concern 
Exhibit SS-8, Page 000004 of 5 

The Comaarison is Based on Fsultv Assumotiong. 

By comparing AUF to Class C water/wastewater utilities, OUC assumes that each of Am’s 
systems that are part of this rate case would be considered a Class C Utility if those systems were 
required to report on a stand-alone basis. While that is true for many of AUF’s systems, it is not true for 
all. Indeed, OPC overlooks the fact that AUF owns 7 water systems and 6 wastewater systems that would 
be considered Class B Companies if they were required to report on a stand-alone basis. Thus, O X ’ S  
“comparison group” is inappropriate because the group i s  comprised entirely of Class C Companies and 
fails to include a representative number of Class B utilities. 

The Cornoarison Lncorrectlv Includes Both Allocated and Non Alfocated Cos ts, and thus 
Crossly Overstates Aaua Services’ Costs. 

OPC’s comparison schedule incorrectly shows an average AUF Water cost of $1 83 per ERC and 
$191 per customer and an AUF Wastewater cost of $239 per ERC and a 6 8  per Customer. OPC then 
incorrectly asserts that these average costs are the result of charges for services provided by Aqua 
Services. 

OPC bases its comparison on Salaries & Wages, Pensions & Benefits and all of the Contractual 
Services expense account information from AUF’s 2009 Annual Report, and then erroneously infers that 
the total of these expenses represent charges for services provided to AUF by Aqua Services. That is 
incorrect. The expense amounts in Am’s Annual Reports include lg& allocated and non allocated costs. 
Thus, OPC’s comparison schedule grossly overstates the allocated costs of Aqua Services. 

In addition, close review of the infomation underlying AUF’s 2009 Annual Report, including 
specific Salaries & Wages, Pensions & Benefits and Contractual Services expense accounts, shows that 
the Aqua Services costs allocated for AUF Water are $29 per ERC and $30 per Customer. The allocated 
costs for AUF Wastewater are $27 per ERC and $30 per Customer. OPC @ores this cost information, 

Tbe Co mDarisoa Is Based o n Widelv DisDersed Clas s c c o  maanv Cost Info- 0 

The term “analysis” necessarily implies a thorough examination and evaluation of information, 
which OPC failed to do. Instead, OPC has simply lifted selective operating expense, ERC and Customer 
information from the 2009 Annual Reports of several Class C companies, and then uses that selective 
information to produce a mathematical average cost based solely on those reported numbers. OPC 
calculates an average Florida Class C Water Company expanse of $137 per ERC and $109 per Customer. 
However, a close review of OPC’s schedule reveals that, for individual Class C Water Companies, 
expenses per ERC range from a low of $1 5 to a high of $2,665 and the expenses per Customer range from 
a low of $7 to a high of $2,665. This underscores the inherent flaws in relying on cost comparisons 
among and between utilities. The extreme disparity of these individual water company costs clearly 
illustrates that OPC‘s list of Class C Water Companies have dissimilar costs and operating characteristics, 
which cannot be relied upon for comparative purposes. 

Likewise, OPC calculates an average Florida Class C Wastewater Company expense of $189 per 
ERC and $129 per Customer. Again, , a dose review of OPC‘s schedule reveals that, for individual Class 
C Wastewater Compstnics, expenses pcr ERC range from a low of $14.63 to a high of $970.98, and the 
expenses per Customer range from a low of $6.52 to a high of $970.98. The extreme disparity of these 
individual wastewater company costs clearly illustrates that OPC’s list of Class C Wastewater Companies 
have dissimilar costs and operating characteristics. which cannot be relied upon for comparative purposes. 

2 
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Using OPC’s own inherently flawed data, the following chart’ shows that AUF’s costs are 
nowhere near the highest of Class C companies in the State. 

. . . . . . . . .  - ...... - 
: . . . . . . . . . . . . . . . .  - 

...... -. _. ..... ._.-..- 
. .  .. 

.. ... . - -. 
. .  

........ 
2 

. .  - 
. . . . . . .  “4 w? . . . . .  

.. -7 ?!&Jh?%l .......... -. ..970.98.i ........... - ..... -1.. -.e7!3:9s i. . . . . . . . .  - . 

................. - L .I .......... ~ . .  ;:. . . . . . .  ,53597 ..... ..... 3291831 . . . .  
. I.” ........ .... L. . - . .  .... 283.73’ .... .!. .,.372!?? j . . . . . . . . . . . .  ..: 

. . . . . . .  ...... .... ... . . . . . . . . . .  I . . ”  Highlands ,_._,__..l~,I__.__,.___.... Utilities CotpraGon . ... .*..! .I I . .- ..... 789.88 .... ”-, ?8Q:SSl: ................... i ; ~ntneran-ty, lsJand-.Oevelo,e_men~C~r~o~~tion.,. . -- 

In reviewing OPC’s schedule, it appears that OPC made no meaningful attempt to ‘evaluate the 
differences among the individual companies. For example, if it had, OPC would have quickly questioned 
the inclusion of Orangedare Utilities, Inc. Orangedale is the lowest cast water and wastewater company 
listed in OPC’s comparison group. However, a quick review of that oompany’s 2009 Annual Report 
reveals that the c unts prescribd by the 
Commission. In on, the utility’s wastewater expen ins only a handwritten 
notation, “Accounts not separated in 2009.” Furthermore, 
reported for Orangedale were Contractual Services - Professional 
Sewer. Based on this anomaly alone OPC should have removed this utility from its comparison group, 
However, there is more. On March 12, 201 1, Orangedale formally notified the Commission that it had 
abandoned water and wastewater facilities. See FPSC Docket No. 110076-WS. 

y is E@ in compliance with the Uniform 

The Camna rison Reliea O n  Information That Is Inc onsistentlv Revart ed. 

OPC’s schedule contains averages for various expenses that are inconsistently reported by 
individual Class C utilities in its comparison group, which in some instances are developers. For 

S &  
Wages or Employee Pensions & Benefits expenses, but then inexplicably includes those the 
comparison group average. In fact, the cost per ERC that the OPC uses in its flawed analysis overlooks 
the fact that 50% of the Class C Water utilities and 41% of the Class C Wastewater utilities in the 
comparison group have no Salary & Wages. Consequently, OPC’s comparison schedule dramatically 
understates average costs and thus is misleading and invalid. 

example, OPC’s comparison group contains a high number of Class C systems that report 

~~ 

’ As explained herein, this chart is included for illustrative purposes only and AUF disputes the accuracy of the cost 
information set forth in OPC’s schedule. The chart contains the 4 lowest cost and the 4 highest cost Class C 
companies in OPC’s schedule compared to Am’s “costs” as alleged by OPC. 
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Waterwastewater Monthly Bill Comparisons 
Residential Service 
December 31,2010 

Exhibit SS-9 
Page 1 of 3 

I I I 1 . . . . . .... . -. . . . ^^^^ I 7ILakeCounty 

I 
Utilities Not Listed bv OPC 
COL Utility System, L.L.C. 
Shangri-La by the Lakes Utilities. inc. 
Sun Communities Finance. LLC dlbla Water Oak Utility 
TLP Water, IN. 
Utilities. Inc. of Pennbrooke 
W.B.B. Utilities, Inc. 

I I I 
I 
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Aqua Florida 
Average Consumption per Customer 

Sep-I 1 

Total State AUF Consolidated 
Avg Gals Sold 2008 2009 2010 - 201 1 2008 2009 2010 2011 
Residential 6,044 5,861 4,942 4,961 5,967 5,820 4,721 4,727 
% decline to 08 -17.9% -20.8% 

Commercial 16,290 15,829 17,992 16,207 
Trailer 1,916 1,810 1,715 1,746 
MultiFam 175,186 213,762 146,509 356,729 

16,895 18,929 19,975 17,563 

Total 6,109 5,884 5,109 5,110 6,158 6,044 4,980 4.946 

Active Cus! Ci 
Residential 19,874 19,839 19,767 19,701 ,945 15,874 15,717 15,594 

Commercial 715 698 685 679 283 276 272 272 
Trailer 1,725 1,769 1,794 1,791 
MultiFam 7 4 4 4 

-19.7% 

-0.9% -2.2% 

Total 22,320 22,311 22.249 22,175 16,229 16,150 15,988 15,866 
-0.7% -2.2% 

AUF 1 AUF 2 
2010 2011 - 2008 - 2009 2010 2011 Avg Gals Sold 2008 - 2009 - 

Residential 8 8,767 6,531 6,737 4,430 4,232 3,752 3,654 
% decline to 08 -23.4% -17.5% 

Commercial 17,082 18,850 30,728 17,096 
Trailer 
MultiFam 

16,864 18,928 18,386 17,631 

Total 8,853 8,832 6,684 6,800 4,717 4,566 4,083 3,974 
-23.2% -15.8% 

Active Cust Ct 
Residential 5,613 5,556 5,478 5,424 10,333 10,318 10,238 10,170 

Commercial 39 36 35 33 244 240 237 239 
Trailer 
MultiFam 

-3.4% -1.6% 

Total 5,652 5,592 5,513 5,457 
-3.5% 

10,576 10.558 10,475 10,409 
-1.6% 



Aqua Florida - AUF
Rate Case Expense on 9/30/11 through Completion

 

Type of Expense

 Expense 
Incurred Sept. 

30 2011 

Projected 
expenses 

Oct.1st 
through 

Completion 
Legal 532,115$        118,556$      
Consulting 406,547$        21,475$        
Service Company 164,055$        40,921$        
Other 114,418$        24,520$        
Total Rate Case Expense 1,217,135$     205,472$      

Detail Of Legal, Consultants & Service Company Employees 

Rate
 Approx. 

Hours Billed 
 Total Amount 

Billed 
 Projected 

Hours 
 Projected 

Costs Description of Work performed
Legal

Wgt Avg legal rate 315$            
Holland Knight Billed 1,689           532,115$        376 118,556$      Attorney licensed to practice law in Florida and represents utility clients before the FLPSC. See attached legal bills. 

Future Estimated

May, Walker Partner Hr Rate - $390
Rollini Associate Hr Rate - $200
Hatch Paralegal Hr Rate - $155

Total Legal Exp. For Case Totals 532,115$        118,556$      

Consultants

Timothy P. Ward, CPA
109.88$       Deferred taxes and related discovery and audit responses, Used & Useful audit and related discvoery responses, EUW, I&I 

calculations; engineering schedules & appendix; MFR review;  Discovery management.
Billed 1,767           194,150$        
Future Estimated -                -$              

Ronald J. Pasceri
86.88$         Rate base and related audit and discovery respones, completion of supporting workpapers, and analysis of book and tax issues

Bill d 1 404 121 973$Billed 1,404           121,973$       
Future Estimated 56                 4,861$          

Frank Seiedman Witness for Used & Useful calculation
Billed
Future Estimated 7,500$          

Daniel T. Franceski
86.78$         Billing Analysis and related audit and discovery responses, MFR programming and execution, Rate Design and related audit and 

discovery responses 
Billed 1,042           90,424$          
Future Estimated 105               9,114$          

Totals 406,547          21,475          
Total Consultant Exp. For Case

Service Company
Employee
Devine, Brian 46$              239              11,084$          50                 2,319$          Accounting Services - Provide suporting financial data and response to audit and discovery questions
Joyce, Kim 109$            370              40,405$          154               16,817$        Lead in house counsel for rate case 
Burns, Kelly 39$              743.5           29,294$          76                 2,994$          Accounting - Provide suporting financial data. Allocations & Adminstrative functions; respond to audit and discovery questions
Hopper, Mary 95$              610              57,690$          144               13,619$        In house counsel for rate case; assist and review responses to audit and discovery
Bhatti, Nameer 39$              609              23,799$          100               3,908$          Accounting Services - Provide suporting financial data; prepare management study and response to discovery
Stahl, Alex 18$              10                181$               -                  -$              Seasonal - Research & Adminstrative 
McVicker, Allison 42$              38                1,601$            30                 1,264$          Accounting Services - Provide suporting financial data and manage discovery 

Totals 164,055$        40,921$        
Total Service Employee Exp. For Case

Other
Travel & Fl. meetings/hearings 21,991$          5,020$          
System Maps 4,748$            -$              
PSC Filing Fee 13,500$          -$              
Printer - Filing 8,193$            -$              
Notice Requirement 59,956$          18,500$        Protested PAA process requiring approximately same amount of noticing requirements.
PwC Review 2,500$            -$              
Other Expense 3,530$            1,000$          
Total Other Exp. For Case 114,418$        24,520$        

Docket No. 100330-WS 
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