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In re: Petition of Florida Public )  DOCKET NO. 900151-GU
ilities Company for a rate ) FILED: December 14, 1990
Increase. )
)
STAFF'S PREHEARING STATEMENT

The Staff of the Florida Public Service Commission files its
Prehearing Statement and states:

A. All Enown Witnesses
1. Andrew L. Maurey
B. All Enown Exhibits
¥Witness Description

Maurey Composite Exhibit
Consisting of:

Schedule 1: Interest and
Inflation Rates Stock Market
Performance

Schedule 2: Moody's Natural
Gas Distribution Index

Investment Risk
Characteristics

Schedule 3: DCF Model
Equation

Schedule 4: Two Stage
Growth Quarterly Compunded
DCF Model

Schedule 5: DCF Analysis,
Moody's Natural Gas
Distribution Index

Schedule 6: Estimated
Monthly Risk Premiums

Schedule 7: Risk Premium 2y,
Analyses
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Exhibit No,  Witness Description

Schedule 8: FPUC, Therm
Sales and Revenues

Schedule 9: Moody's Natural
Gas Distribution Index
Revenue Breakdown

Schedule 10: Bond Yield
Differentials

Appendix A: Derivation of
the Two-Stage Growth
Quarterly Compounded DCF
Model

Staff's Statement of Basic Position

Florida Public Utilities Company has failed to fully

its request for a revenue increase of $2,022,050
amended to $2,238,827 in its amended direct testimony.
The Company has filed data to support an increase of
$1,979,534 in the projected test year.

Staff's Position on the Issues

Note: If no position statement is indicated for an issue
below, Staff has no position on such issue at this time.
staff explicitly reserves the right to take a position on
such issues.

STAFF'S LIST OF ISSUES

Should an adjustment be made to the Company's projected
‘test year balance of plant in service, accumulated

depreciation, and depreciation expense to reflect
increases in percentages of common plant allocable to
nonutility operations?
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389
374

Yes. The following adjustments should be made to common
plant:

Accumulated Depreciation

Rlant
($2,583) N, A N/A
($469) N/A N/A

375 ($19,984) ($5,919) ($500)
390 ($2,716) ($765) ( 73)
392 {858,577) {826,475) —N/A_
Subtotal ($84,329) ($33,159) ($573)
Less: Co. Adj. {$77,608) ££30,101) ¥ -
Net Adjustment ($ 6,721) ($ 3,058) ($573)

Isﬂnl_is

Contrary to Commission rule 25-7.0461, the Company
included certain administrative and general expenses in
capitalized construction overhead. Should there be an
adjustment reducing plant, accumulated depreciation, and
depreciation expenses and increasing administrative and
general expenses to achieve compliance with the
Commission's rule?

Yes. The following adjustments should be made:
Admin. & Gen.

Plant Accum. Depr. Depr. EXD.
($658,530) ($54,323) ($19,754) $174,484

Should Plant in Service and associated accumulated
depreciation accounts be reduced to remove inactive
service lines that have been inactive for more than five

years?

Yes. Plant in Service and Associated Accumulated

jation should be reduced. However, the amounts
cannot be determined until the Company conducts a study
to identify the number of effected lines.

What is the appropriate projected test year working
capital allowance? (This is a calculation based on the
resolution of any preceding working capital issues.)

The appropriate amount of projected test year working
capital is $0.
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ISSUE 5:

SIAFF:

What is the appropriate rate base to be used for the
projected test year ending December 31, 19917 (This is
a calculation based on the resolution of the preceding
rate base issues.)

$23,119,419.

Should depreciation expenses be adjusted to reflect the
depreciation rates approved by the Commission in Docket
No. 900600-GU relating to the Company's 1990 depreciation
study?

Yes. Plant in Service and associated accumulated
depreciation should be calculated at rates determined in
Docket No. 900600-GU. This will also require an
adjustment to depreciation expense.

Sshould there be an adjustment to remove projected test
year salaries associated with open positions that will
not be filled until April, 1991 and to remove the salary
of a terminated position?

Yes. 827,944 should be removed from projected test year
salaries for pcsitions that will not be filled during all
or a portion of the test year.

Should there be an adjustment to the projected test year
medical insurance expense because of the unusually high
level of claims paid by the Company in 1989 and 19907

Yes. Based on past claims experience, the level of
paid in 1989 and 1990 is unlikely to recur in

1991. Allowing for a 10% increase over the average of
the past five years of expenses results in a figure that
is slightly less than the figure originally filed by the
. staff recommends a reduction of $27,942 to

return to the original expense figure that was proposed.

Should there be an adjustment reducing accounts 909 and
913 for advertising expenses properly allocable to the
Company's LP and merchandising operations?

Yes. Advertising expenses should be reduced by $9,555.

Should gross receipts taxes be eliminated from base rates
and stated as a separate line item on customers' bills?
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SIAFF:

Yes. In this issue Staff agrees with Company. However,
an adjustment also needs to be made to remove gross
receipts taxes from revenues.

What are the appropriate trend fa_:tors to be used in
deriving the projected test year operating and
maintenance expenses?

The appropriate trend factors to be used to derive the
projected test year operating and maintenance expenses
are as follows:

EACTOR HBY + 1 PTY
Payroll 4.50% 4.50%
Customer Growth x Inflation 5.19% 6.10%
Inflation Only 5.50% 5.00%
Customer Growth -.29% 1.05%

‘Should adjustments be made for the effect of the Company

exceeding the O & M benchmark?

Yes. The Company has not justified an increase in
distribution account expenses of $35,974. Therefore, O
& M expenses should be reduced by that amount.

‘What is the appropriate amount of rate case amortization

expense to be included in the projected test year?

Staff agrees with the Company's adjustment increasing the
expense by $2,736. The appropriate amount of expense is
$56,906. Since the original estimate was for $48,700, the
projected test year amortization expense should be
increased by $2,736 assuming a three year write off is

. used.

Should the projected test year expenses be reduced for
the effect of changing which trend factor is selected to
apply to portions of O & M accounts?

Should an adjustment be made to the projected test year
payroll taxes for the effect of Staff's adjustments to

payroll expense?
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Yes. Payroll taxes should be reduced by $2,254 for the

~ effect of a reduction to payroll expenses.

Should an adjustment be made to the projected test year
operating expenses for the effect of changing the trend
factors addressed in Issue 19? (This is a calculation
based on the resolution of all operating and maintenance
issues above.)

Yes. By applying these factors, the following
adjustments are required due to a change in the inflation
rate:

Factor Type PTY Amount
Inflation $5,317

Should an adjustment be made for the effect of updating
allocation factors that are applied to common expense
accounts? The old allocation factors were based on 1987
data. The new allocation factors reflect 1989 data.

Yes. The revised allocation factors result in a $43,441
reduction of common expenses allocated to the Company's
natural gas operations. O & M expenses should be reduced
by $43,441.

What is the appropriate amount of the projected test year
depreciation and amortization expense?

- $1,332,771.

Should adjustments be made to current income taxes and

interest reconciliation for the effect of changes to the

g:ojoo;nd test year capital structure and net operating
come
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 Yes.

Net

The following adjustments should be made for the
effect of changes to the projected test year operating
income and capital structure:

Current Income Tax Expense:

State Income Tax $ 9,501
Federal Income Tax 55,506

- Deferred Income Tax Expense:
State Income Tax -0~
Federal Income Tax -0~
Interest Reconciliation ($18,467)
Total Adjustments $46,540

What is the appropriate amount of the projected test year
net operating income?

Operating Income for the projected test year is

 $783,283.

‘The

Should accumulated deferred income taxes associated with
customer deposits be included in the capital structure?

No position at this time.

What is the appropriate cost rate for investment tax

credits?
No position at this time.

What is the appropriate cost of common equity to be used
to calculate the overall cost of capital in the projected
test year?

13.00%

What is the weighted average cost of capital including
the nents, amounts, and cost rates associated

with the capital structure for the projected test year

ending December 31, 19917

weighted average cost of capital is 8.6901%.
Calculations showing the proper components, amounts and
cost rates are shown on Attachment 3.

What is the agfropriata amount of the projected test year
revenue deficiency?
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STAFF: $1,979,534.

ISSUE 26: What should the miscellaneous service charges be?

STAFF: The following miscellaneous servie charges should be
- approved.

Initial Connection $21.00

Reconnection $17.00

‘ ge of Account (meter read only) $ 8.00
Collection in lieu of disconnection $ 7.00
Returned Check Charge 5% or $15.00

m; What is the appropriate cost of service methodology to be
. used in allocating costs to the various rate

classes?

STAFF:  Staff's cost of service as modified by Florida Public
- Utilities Company.

ISSUE 28: Should the Company's proposed revenue requirement
allocation be approved?

STAFF: No. Revenue requirements have changed due to prior
adjustments by Staff. The revenue requirements should be
allocated as shown in Attachment ?

ISSUE 29: How should the revenue increase, if any, be allocated
4, between customer classes?

STAFF: The revenue increase should be allocated between rate

classes so as to move toward equal rates of return for
all classes as much as possible.

ISSUE 30: What should the rates and charge be for Florida Public
Utilities Company?

STAFF:  The rates shown on Attachment 6.

ISSUE 31: What are the billing determinants to be used in the
- projected test year?

STAFF: As used in Attachment 6.
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E.

F.

Should the Commission approve the Company's proposed
tr tion rate schedules LVTS, ITS, LVITS and the
additional declining block transportation administrative

charges?

Yes, with the exception of the additional declining block
transportation administrative charges.

Should the Commission approve the Company's proposed
elimination of rate schedule OLS, outdoor 1lighting
service?

Yes.
Should the refund of interim be based upon the total

interim revenues above the permanent increase or based
upon the appropriate return on equity established in the

rate case?

m.r.tund, if any, should be based upon the appropriate
return on equity established in the rate case.

Stipulated Issues
None at this time.
Pending Motions

- None at this time.

Other Matters

Attached to this Prehearing Statement are schedules
showing Comparative Average Rate Bases (Attachment 1),
Comparative Net Operating Income (Attachment 2), O&M
Forecast Worksheet (Attachment 2B), Cost of Capital
(Attachment 3), Calculation of the Net Operating Income
Multiplier (Attachment 4) and Projected Test Year
Deficiency Calculation (Attachment 5). Staff's Cost of
Service Study, which will be Attachment 6 will be filed
at a later date.



day of _Qeccmber, 1990.

FLORIDA PUBLIC SERVICE COMMISSION
101 East Gaines Street

Fletcher Building - Room 226
‘Tallahassee, Florida 32399-0863
(904) 487-2740
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FLORIDA PUBLIC UTILITIES COMPANY Attachment 1

DOCKET NO. 900151-GU January 3, 1991
COMPARATIVE AVERAGE RATE BASES
PTY 12/31/91
COMPANY STAFF
ADJ TOTAL JURIS. COMPANY JURIS ADJ.
NO. PER BOOKS ADJUST. ADJUSTED  ADJUST. JURIS.
Utility Plant:
Plant in Service $33,248,284
1 Common Plant Allocated Out ($702,517) ($77,608) ($6,721)
Common Plant Allocated In $684,500
2 Remove Capitalized ASG Exp ($658,530)
Update Construction Budget $542,046
3 Adjust Inactive Service Lines
Construction Work In Progress $241,000
Total Plant $33,774,667 $464,438 $34,239,105 ($665,251) $33,573,854

Deductions: :
Accum, Depr. & Amort.-Utility Plant ~ $9,992,238

1 Accum. Depr. Alloc In-Common Plan  ($259,990)  ($30,101) ($3,058)
Accum. Depr. Alloc Out-Common Pl $181,814

2 Accum. Depr.-Capitalized A&G Exp ($54,323)
Accum. Amort.-Acquisition Adj. $313,211
Accum. Depr.-Updated Construc. Budget $6,940

3 Adjust Inactive Service Lines
Customer Advances for Construction  $307,704

Total Deductions $10,634,977  ($23,161) $10,511,816  ($57,381) $10,454,435
Net Plant - $23,239,690 $487,599 $23,727,289 ($607,870) $23,119,419
4 Balance Sheet Method ($169,203) $159,203 $0 $0 $0

5 Total Rate Base $23,080,487 $646,802 $23,727,289 ($607,870) $23,119,419
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ot FLORIDA PUBLIC UTILITIES COMPANY Attachment 2
' X DOCKET NO. 900151-GU Page 1 of 2
COMPARATIVE NOIs
PTY 12/31/91
COMPANY STAFF
Operating Revenues: $23,485,497
Remove Interim Relief
Revenues Due To Growth $552,713
Fuel Revenue Adjustment ($15,279,211)
Remove Propane Sales ($75,782)
Change in Unbilled Revenues $2,698
10 Remove Gross Receipts ($117,510)
Totals $8,685,915 $0  $8,685,915 ($117,510) $8,568,405
Operating Emsma: $21,038,070
Remove Cost of Gas ($15,136,981)
Add Cost of Company Use Gas $22,316
7 Remove Salaries-Open Positions ($27,944)
8 Increase Medical ns Exp $27,942 (§27,942)
9 Remove Nonutility Advertising ($9,555)
Correct Subaqueous inspect’'n. Exp ($3,485)
Remove Nonrecurring Exp. ($3,376)
Adjust Liability Insurance ($14,521)
12 Benchmark-Distribution Expenses ($35,974)
13 Adjust Rate Case Expense $2,736
14 Adjust for Different Trend
¢ 16 Effect of Changing Trend ; . $33,561 ($5,317)
[ 17 Adjfor Updated Alloc Factor ($43,441)
- 2 Adj Capitalized A&G Exp $174,484
Totals $5,923,405 $243,332  $6,166,737 ($150,173) $6,016,564
Depreciation and Amortization:  $1,095,959
£z 1 Adjust Common Plant ($573)
2 AdjDepr-Capitalized A&G Exp ($19,754)
Adj Depre-Updated Construc Budget " $17,539
3 Adjust Inactive Service Lines
6 Adjto New Depre Rates ?

18 Totals $1,335,550 $17,530 $1,353,008 (820,327) $1,332,771
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FLORIDA PUBLIC UTILITIES COMPANY Attachment 2
DOCKET NO. 900151-GU Page 2 of 2
COMPARATIVE NOIs
PTY 12/31/91
COMPANY STAFF
ADJ COMPANY ADJUSTED
NO PER BOOKS  ADJUST. ADJUST. _ ADJUSTS.  JURIS.
Taxes Other Than income: $839,885
15 Adjust Payroll Taxes ($2,254)
Adjust Emergency Excise Tax
10 Remove Gross Receipts Tax ($117,510)
. Adjust Property Tax $8,497
Adjust intangible Tax Rate $1,013
Totals $839,885 ($108,000) $731,885 ($2,254)  $729,631
Federal income Taxes: ($265,500)
Interest Reconciliation ($12,250)
19 Tax EWfect of Above Adjustments ($49,117) $55,506
Totals ($265,500) ($61,367)  ($326,867) $55,506  ($271,361)
State income Taxes: ($45,900)
Interest Reconcillation ($2,097)
Tax Effect of Above Adjustments ($8.,408) $9,501
Totals ($45.900) ($10,505) ($56,405) $9,501 ($46,904)
Deferred Income Taxes:
19 Federal $68,878
19 State $12,718
Prior Year Adjustment
Totals $81,596 $0 $81,596 $0 $81,596
Investment Tax Credit: ($38,708)
19 Interest Reconciliation ($18,467)
~ Totals ($38,708) $0 ($38,708) ($18,467)  ($57,175)
Total Operating Expenses $7,830,337 $80,999 $7,911,336 ($126,214) $7,785,122
20 Net Operating Income $855,578 ($80,999) $774,579 $8,704 $783,283



Test Year
12131191
4.50%
5.60%
6.10%
5.000% :
1.05% } For Informational Purposes
Trend
BaseYear  Projected Basis
o Test Year Applied
583 609 1
5,188 5,628
5880 671 6237
149,929 156,676 163,726 1
19,215 20,272 21,285 4
169,144 176,948 185,012
2250 2,351 2,457 1
17,508 18.471 19,394 4
79,768 20,822 21,852
130,211 135,680 143,278 2
54,764 57,606 61,120 3
: 0 3,950 1,317
igag7s __197.2% 205,715
493 515 1
801 841 4
1294 1,356
375,108 396300 413935




2,309 2,436 2,558
7.059 7.400 7,745
4,833 5,050 5,278
2,530 2,669 2,803
7,363 7,720 8,080
526,549 548,664 579,389
170,680 179,538 190,490
697,229 728,202 769,879
177,653 185,114 195,481

~ (s0718) (52,848) (55.808)
126835 __ 132,266 _ 139,673
- 236,8 246,817 260,639
99,369 104,526 110,902
936,238 _ 351,344 371,542
TiSes® 1623282 _1.710854




Test Year
12319
~ 4.50% i
10% ;
5.00% i
1.05% } For Informational Papooul
Trend
Base Year Projected Basis
+1 Test Year Applied
-0 0 - 4
3,532 3,709 4 £
3,532 3,709
1,626,764 1,714,563
59,882 62,576 1 <2
7.812 8,203 4 ;
67.694 70,779 = e
66 69 1
3,759 3,947 4= . _
3.825 4,016 {
194,609 205,507 2
127,002 134,749 K}

321,611 340,257
393,130 415,051




591 1
410 4 -
1,001
731 1
1,173 4
1,904
9,251 1
4,094 4
4,802 - .
12,167 17.351 18,147
58,697 61,162 64,587 2
19,487 20,498 21,749 3
78.184 81,661 86,336
88,403 92,116 97.274 2
30,602 32,190 34,154 3




12/31/91
4.650%
5.60%
6.10%
5.00%
1.05% } For Informational Purposes
Trend
Base Year Projected Basis
+1 Test Year
407 430
978 1,038
1,386 1,458

620,606 655,335

31,196 32,600
7,645 8,027

_ 38,841 40,627
175,707 185,547
42,292 44,871
217,999 230,418
379,672 400,934
103,791 110,122
100,622 123,876
584,085 634,932
840,925 905,978







3,193 3,387
45,657 48,214
68,541 72,722
114,198 120,936
530,850 560,368
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FRoc.da Public Utities Company

Staft
Trend Rates

i #1 Payvoll Only
#2 Cust GrwthXPay
#3 Cust Grwth)Xinfl
#4 (nfiation Only

Other not Trended

920 Payroll Trended
Other Trended
Other not Trended

921 Paywoll Trended
Other Trended
Other not Trended

Payroll Trended

Owher not Trended

923.1 Payvoll Trended
Other Trended
Other not Trended

O & M Forecast Worksheet - Projected Test Year Calculation

Base Year Projected
+1 Test Year
12/31/190 12/3191
4.50% 4.50%
4.20% 5.60%
5.19% 6.10%
5.50% 5.00%
-0.29% 1.05% } For Informational Purposes ~
FPUC Base Year Projected
Base Year +1 Test Year
609,519 636,947 665,610 1
1,296 1,367 1,436 4
610,815 638,315 667,046
(395) (413) (431) 1
0 0 0
(395) (413) (431)
0 0 0
149,010 157,206 165,066 4
7,020 7,000 8,369
156,030 164,206 173,435
0 1] 0
(143,964) (156,287) 0
(143,964) (156,287) 0
0 0 0
23,290 24,571 25,799 4
2,400 2,532 2,659 4
25,690 27,103 28,458
648,176 672,923 868,507



y

20,451 30,924 4 -
29,451 30,924
63,825 67,017 4
63,825 67,017
0 0 0
2_1.213 20,486 19,623 Prem Quote
21,216 - ab.au 19,623
0 ) 0 )
468,195 491,803 512,854  Prem Quote
468,195 491,803 512,854
0 =0 0
(19,080) (9.812) 12,033 Act Proj
: ©812) 11,596
_1,268,677 1,510,521




Med Claim Adj
3,784 3,954 1
4
Rate Case Exp
- B .‘4




1,778,794 12,056,687

5,515,206 6,016,563

1.05% } For Informational Purposes
PR s Trend
Basis
Test Year Applied
2,446 4
2,446
19,296 1
30,938
50,234




FLORIDA PUBLIC UTILITIES CORPORATION ATTACHMENT 8
DOCKET NO. 800151-GU

COST OF CAPTIAL - 13 MONTH AVERAGE

TEST YEAR ENDING 12/31/91

DOLLARS IN THOUSANDS




Attachment 4

January 3, 1991
e
Amended R
Filing Staff =
100.0000% 100.0000%

0.0000% 0.0000%

0.3750% 0.3750%

0.3410% 0.3410%

99.2840% 99.2840%

5.5000% 5.5000%

5.4606% 5.4606% :
93.8234% 93.8234% *
34.0000% 34.0000%

31.9000% 31.9000%
61.9234% 61.9234% :
1.6148984 1.6148984




Attachment 5
January 3, 1991

Staff
$23,119,419

X 8.6900%
$2,009,078

$8,568,405

$6,016,564
$1,332,771
$729,631

($271,361)
($46,904)

$81,596
(857,175)
$7.785.122

$783,283

$1,225,795
X __1.6148987

$1,979,534
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition of Florida Public ) DOCKET NO. 900151-GU
Utilities Company for a rate ) FILED: December 14, 1990
increases. )

)

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of STAFF'S
PREHEARING STATEMENT has been furnished via U.S. Mail, Postage
Prepaid, to the following persons:

William E. Eaton, Jr., Esq.

Suite 301, Flagler Court Building
215 Fifth Street

West Palm Beach, Florida 33401

Frederick M. Bryant, Esq.
Moore, Williams, Bryant, Peebles and Gautier, P.A.
306 East College Avenue
- Post Office Box 1169
Tallahassee, Florida 32302-1169

this _‘_L‘___ day of 0 ecevn (&Y , 1990.

{fect |/ Yoo

ROBERT V. ELIA
Staff Counsel

FLORIDA PUBLIC SERVICE COMMISSION
101 East Gaines Street
Tallahassee, FL 32399-0850
(904) 487-2740



	19900064-1075
	19900064-1076
	19900064-1077
	19900064-1078
	19900064-1079
	19900064-1080
	19900064-1081
	19900064-1082
	19900064-1083
	19900064-1084
	19900064-1085
	19900064-1086
	19900064-1087
	19900064-1088
	19900064-1089
	19900064-1090
	19900064-1091
	19900064-1092
	19900064-1093
	19900064-1094
	19900064-1095
	19900064-1096
	19900064-1097
	19900064-1098
	19900064-1099
	19900064-1100
	19900064-1101
	19900064-1102

