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llEFOtU: TilE fLORIDA PlJ13I IC SERVICC COHMISS lOll 

I n re : Petitio n for a rate increase 
i n Martin County by SAILFISH POIHT 
UTILITY CORPORATION 

DOCKET NO. 900816- \-IS 
ORDER HO . 24682 
ISSUED : 6-19- 91 

Pursuant to no t ice , a prehearing conference was held on 
J une 6 , 1991 , before Commissioner Betty Easley, as Prehearinq 

Off1cer, in Tallahassee , Florida . 

APPEARANCES : 

Ben F. Girt~an, Esqu i r e , 1020 East Lafayette 
Street, Su1te 210 , T llahassee, P 1 orida 32301 
On r~hllt OL Sail tl s h P01nt Utllity CorporatiOn 

Hm . P.eovas K1ng, Esquire , St . John & King , ~00 

Australian Avenue South, Su i t e 600 , Clearlake 
Pl tza, West Palm Beach , Florida 33 401 
Qn l~. 11 o t Sailfish Poin t prop·rty Owne~ 

HQpLQr.entat iycs and Charles R. Byc~r1dge 

S c>phen 
AU lLOr 
1-tadi..;on 
Qn beha 

Re1lly , Esquire , Oftice 0 1 Publlc Counsel, 
General Building , Room 810 , 111 West 

Street, Tallahassee, Flor1da 32399 -1 400 
c o t Ci tizens 

Catherine Bedell, Esquire , Florida Public Service 
Commission , 101 East Gaines Street, Tallahassee, 
Florida 32399- 0863 
9n behal! o the Commiss i o n Staff 

Cindy Hiller, Esquire , Florida Publ ic Serv ice 
Commission, 101 East Gaines Street, Tallahassee, 
Flor •da 32399-0863 
Cou nsel to the Comm i ss i o n 
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?REHEARING ORPER 

I. Case BackgrounU 

on December 28 , 1990, Sailfish Point Utility Corporation (SPUC 
o r utility) completed the minimum filing requirements for a general 
rate increase and that date was established as the official date of 
filing. The approved test year for this proceeding is the 
projected test year ending June 30 , 1992 . The utility has 
requested final rates designea to generate annual water revenues of 
$572 , 814, wh1ch exceed a nnual i zed test year revenues by $371,755 
f o r water; and annual wastewate r revenues of $ 477 , 580, which exceed 
annual ized test year revenues by $361,910 for wastewater . 

In its , pplication the utility requested an 1nte r1m i nc reasse 
in water rates . By Order No . 24202 , issued March 15 , 1991, this 
c ommission suspended the utility ' s proposed rates a nd granted an 
i nterim water rate 1ncrease , s ubject to refund. 

Th is case is scheduled for an administra t ive he aring o n June 
26 and 27 , 199 1 . 

II. P.refiled Testimony a nd Exhib i ts 

Testimony o all witnesses to be s ponsored by the utili ty , the 
Sailfish Point Property Owners Representative (SPOR) , the Office of 
Public Counsel (Citizens) and the Staff of this Commission (Sta f ) 
has been prefiled . All testimony which has been p r efiled i n this 
case will be inserte d i nto the record as though read after the 
witness has t aken t he s t a nd a nd affirmed the correctness of t he 
testimony and associated exhibits . All testimony rema i ns subject 
to appropri ate objections . Each witness will have the opportuni t y 
to orally s umma r ize his or her testimony at the t ime he or s he 
takes the s tand. Upo n insertion o f a witness ' tes timony , exhibits 
appended the r e to may be marked for identification. Aft er all 
parties and Staff have had the opportunity to object and 
cros s-examine , the e xhibit may be moved i nto the record . All othe r 
exhibits may be similarly identified and e ntered i nto he record at 
the appropriate t ime dur i ng the heari~g. 

Witnesses are remi nd e d that, o n cross-examination, r esponses 
to question~ calling for a simple yes or no a nswer s hall be so 
answered fi r s t, after whic h the witness may explain h is or he r 
answer . 
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\Vitness 

Direct 

Frank Seidman 

\Villiam Reese 

Harry DeMeza 

Thomas Oeward 

Roger Rasmusen 

Francisco Perez 

William J . fhiel 

Rebutta l 

III . Order of Witnesses 

Appearing for 

Utility 

Ut ility 

Public Counsel 

Public Counsel 

SPOR 

Staff 

S aff 

Frank Seidman Utility 

William Reese Utility 

IV. Basjc Positions 

Issues ;: 

2- 41 

1 I 111 12 

2 1 6-11 1 13 1 17 

2 - 41 61 9 1 13 -
361 38 

11 3- 51 15- 161 
181 201 25 1 281 
29 1 33, 38 , 41 

1 

1 

UTILITY : Because of the environmental sensitivity of the service 
a r ea, the cos t of service i s higher than for most o ther 
utilities . The service area is a n exclusive residential 
development with s upporting amenities . The Petitioner is 
curr ently operating at a loss. The util i ty has requested 
final rates designed to gene rate annual water revenues of 
$572,814 a nd a nnua l wastewater revenues of $477,580 . 

CITIZENS : Sailfish Point Utility Corporation ' s ( " utility " or 
" SPUC" ) request for a rate i ncr ease is excessive a nd 
u n just1 f ied . Sail fl .;h Point has overstated its rate 
base, operation and maintena nce e xpe nses and has 

, 
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SPOR : 

STAff : 

mischaracterized its capital structure. The utility ' s 
attempt to use Mobil Corporation ' s capital structure is 
totally inappropriate and could allow the utility to earn 
a return on an artificial capital structure which is not 
representative of the conditions wh ich exist at the 
utility. For approximately a decade Mobil Corporation 
and its subsidiaries have supplied cost-free advances to 
the utility from funds generated from the sale of lots in 
Sailfish Point to help finance construction and operation 
of the utility subsidiary. The arrangement to provide 
cost-free advances to the utility was acceptable to the 
developer as there was no attempt to conver these 
advances to permanent capital or to interest bear1ng 
loans . The only exception to this prnctice was the one 
loan given in 1983 when Sailfish Point, Inc . ( " SPI " ) 
transferred to the utility, utility plant which had been 
con~tructed to that date. The provision ot these cost­
free advances to the utility is just another cos t of 
business which the developer has willingly provided for 
the past decade. The rules should not, and cannot be 
changed at this point in time which will o.~llow the 
utility to earn an artificial return on a c~pital 

s tructure which does not, o r has not, ever ex1sted . 

All the utility facilities at Sailfish Po1r.t \·Jere 
contributed by the Developer as part of the 
infrastructure, just as were the roads, bridges, 
waterways , lagoons , lakes, harbors, drainage p~pes and 
culverts , flood control structures, i rrigation systems 
and pumps, clubhouse, tennis courts and other 
recreational facilities, as a requireme nt of the land use 
approvals and agreements auth0rizing the development ot 
Sailfish Point . The Developer never intended to recover 
its investments i n those facilities through the sales of 
utility services but instead through the sales of lots 
within the development . That intention is shown by 
pro~isions of the development documents and by the 
capital structure of the uti lit y wh ich is totally devoid 
of equity . 

The 1ntormation gathered through discovery and prefiled 
testimony indicates, at this point, that the utility is 
entitled to some level of increase . The specific level 
canno be determined until the evidence presented at 
hearing is analyzed. 

I 

I 

I 



I 

I 

I 

ORDER NO. 24682 
DOCKET NO . 900816- \vS 
PAGE 5 

v. Issues an Position s 

ISSUE 1: Is the quality of ser vice pro vided by the utility 
system satisfactor y? 

POSITION$ 

UTILITY : Yes . 

.s.f.QB : No pos1t1on at this time . 

gTIZENS: No pos1tion at this time . 

STAFF : No pos1tion pending rece1pt of cusco~er testimony. 

RATE BAS 

I SSUE 2 : Are conc i ngency payments counted twice 1 n the 
projected cost of the wastewater treatment pl~~t? 

POSITIONS 

UTILITY : The accepted contractor bid p r 1ce of $263,090 does 
not include e ngineer i ng o r con tingency cost s . The 
contingency cost is not counted twice in the 
$315,600 projected cost of the wastewa t e r trea t ment 
plant. 

SfQB : Adopts Staff position . 

CITIZENS : Same as Staff . 

STAFF : If contingency char ges a r e counted twice, the 
duplicate payment s ho u ld be r emoved . 
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I SS UE 3: Should the cost of the water distr ibut1on and 
wastewater collection lines and mai ns located on 
the Sailflsh Point Property outside of the Util1ty 
Parcel be included i n r a te base calcula t ions? 

POSITIONS 

UTILITY : Yes . The water distribution and wastewat2 r 
collection lines and mains are a part of the 
property owned by the u t ili t y and a r e necessary for 
the utility to provide service to 1ts cust omers 1n 
accordance with its certificat e . (Utility reserves 
jts objection . ) 

~: No . Those improvements were contrlbuted by the 
Developer to the overall improvement of the tota l 
development just as were the roads , storm wa ter 
sewers a nd i rrigation sys t ems . They s h ould be 
treated as CIAC a nd not included i n t he rate base . 

CITIZENS : Agree with SPOR. 

STAff : 

POSITIONS 

All lines owne d by the ut ility shoul~ be ncluded 
1n rata baoe , as well as any C!AC wh1ch rna~ relate 

o those li nes . 

Should the cos~ of the water Lreatment and 
wastewater treatment facilities locat:ed upon tt"le 
Ut 1lity Parcel be included in the rate case 
calculation s? 

UTILITY : Yes. 

S£Q.B: No . The cos t o f those facilit1es are a p<lrt or the 
overall investme nt made by the Developer 1n 

improving t he real es t a t e at Sailfish Point t o be 
recovered from t h e sale of lots j ust as the cos t o r 
the roads, s torm sewers, irrigation systems, a nd 
all o ther improvements required by the approved 
development pla n . They were con t ributed as CIAC 
and s hould not be i ncluded in rate base . 

I 
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CITIZENS: Agree with SPOR. 

STAff: The original cost of prudently incurred treatment 
plant as well as the related amounts of CIAC s hould 
be included in rate base . 

ISSUE 5 : Should the pre- 1984 construc t ion of the utility 
plant by SPI, wh ile the utility was a division of 
SPI, be removed from r a t e base because the cost of 
thio utility plant was i ncluded in the cost of 
developlng the lots? 

POSITIONS 

UTIIJTY : No, the cost of plant was treated as a depreciable 
asset for tax purposes by SPI and was no expensed 
as a cost ot developing the lots. 

s.eQB: Same as Citizens . 

CITIZENS : Yes . 

STAFF: The original cost of p r udently incurred utillLY 
plant as Jell as the related amounts ot CIAC should 
be included in rata base . 

-====-~6 : Should a margin reserve be incluued in the 
calculations of used and useful plant? 

POSITIONS 

UTILITY: Yes. 

S£28: Adopts Citizens ' position . 

~~: No. The inclusion of a margin reserve introduces 
costs associated wi th g r ow h for recovery fro:':\ 
current ratepayers. Current ratepayers should not 
be forced to pay for plan t which 1s not serv ing 
thP-1':1 . 

STAff : Yes. The util1 ty is not built-out and s hould have 
d margin reserve i ncluded i n its used a nd useful 
calculation . 
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ISSUE 7 : If the Commission allows a margin reserve should it 
adopt the utili t y ' s allowa nce? 

POSITIONS 

UTILITY : Xes . 

SEQB : Adopts Citizens ' posi t ion. 

CITIZENS : No . The utility has dev iat ed from 
average method recommended by Staff . 
method ovcrs~atos customer growth 
Point. 

the five - year 
The utility ' s 
in Sailfish 

STAff: No, the utility ' s margin reserve should be based on 
the five-year average method generally utilized by 
Cornmiss~on staff . 

ax¥&._~8 : Is the u~ility ' s provision for f1re flow c orrect? 

I 

POSITIQJ!S I 
UTILITY: Yes . 

~: Adopts Citizens ' position. 

CITIZENS : No . 

STAFf: Yes . 

ISSUE 9: Is the level of unaccounted for ~ater reasonable? 

POSITIONS 

UTILITY : Yes , the level, as adjusted in the MFRs is 
reasonable. 

~: Adopts Citizens ' position . 

CITIZENS: !lo, unac counted for water should be no g ·eater than 
10 . 

STAff : No, unaccounted f o r wa t er exceeded 10\ . 

I 
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Are the utility ' s calculations t o dctermJ.nc the 
number of equivalcn residential connections f o r 
Sailfish Point by year for the years ending J11ne 
1990, 199 1 and 1992 correc t ? 

POSITIONS 

UTILITY : Yes . 

SEQB : Adopts Citizens ' position . 

CITIZENS : No . 

STAff : Uo, the utility ' s calcu lation should be bas ed o n 
the five-year average growth . 

ISS E 11: Is the utility ' s calculation for proJ e c ted peak day 
water demand c orrect? 

POSITIONS 

UTILITY : Yes . 

Adopts Citizens' position . 

CITIZENS: Uo. 

STAFF: No, this c alculation should be bas ed o n a five day 
peak average . 

SSUE 12: What arc the appropriate percenta ges o f used a nd 
useful plant ? 

POSITI ONS 

UTILITY : The appropriate used and useful percentages a rc : 

Account 

304-320 

JJO 

oescription 

ProducLion , 
treatment & pumping 

Storage 

Perce nt 
Used & Usctul 

100% 

9 3 . 9 2\ 
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~: 

Account 

WATER 

331 

303, 
334-348 

pescription 

Transmission and 
distribution mains 

All others 

WASTE\oJATER 

370-381 

361 

353, 
391-398 

Treatment and disposal 

Collection 

All o thers 

Adopts Citizens' position. 

Percent: 
Used & Useful 

75 . 1"/% 

100\ 

93 . 9\ 

75 . 17\ 

100\ 

CITIZENS: The appropriate percentages of used and use tul nre : 

STAFF: 

Water treatment pla nt 
Water distribution system 
Sewer plant 
Collection s ys t em 

The appropr ia t e percentages a r e : 

Water treatment plant 
Water distribution plant 
Wastewater treatment plant 
Wastewater collection system 

59\ 
64 
40\ 
75 

100 
70\ 
72 . 56% 
70\ 

a.x.=:..x.=-.=l .x.3: \.Jhat are tho appropriate amounts of non-used und 
usetul utility plant-in-service? 

POSITION~ 

UTILITY: Water $18 4,985 ; wastewater $298, 966 . 

~: Adopt Citizens ' position. 

I 

I 

I 
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CITIZENS: Water $677,445; wastewater $574,23 5 . 

STAFF: Fall-out number. 

ISSUE 14: Should there be an imputation of contributions-in­
aid-of-construction (CIAC) to offset malgin 
reserve? 

POSITION..S 

UTILITX: No. Imputing CIAC mismatches potential, but 
uncollected contributions against invested plant . 

~: Adopts Citizens ' position . 

CITIZENS : Yes . 

STAff: Yes. CIAC 3hould be imputed to otfset marg1n 
reserve. 

ISSUE 15: S~ould income taxes on contributionJ-in-aid-of­
construction (CIAC) be capita lized in r~te base? 

POSITIONS 

UTILITY : YeG. 

~: Adopt Citizens' position . 

CITIZENS: No. 

STAff: Debit deferred t axes related to CIAC should be 
recogni zed in rate base to the extent that they 
cannot be offset by credit deferred taxes see issue 
22 and are calculated appropriately . 

ISSUE 16 : What is tho appr opriate amount of working capital 
to be included in rate base? 

POSITIONS 

UTILITY: Water $29,786 ; wastew ter $20 , 781 based on the 
formula method required by PSC Rules. 

s.f.QB: Adopts Citizens ' position . 

..., 
11 
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CITIZENS: The util i ty has not properly documented its 
entitlement to a working capital allowance . 

STAff: Working capital should be computed using the one­
el.ghth or 0 & 11 expenses (formula) methoo . The 
amount is a fall-out number. 

ISSUE 17 : What is the appropriate level of test year rate 
base? 

POSITIONS 

UTILITY: ~<later $1,609,063; wastewater $1,422, 664. 

~: Adopts Cltizens • position . 

CITIZENS: fall-out number. 

STAFF: Fall-out number. 

COST OF CAPITl\L 

ISSUE 18: What 1s t he appropriate capital str ;cture for 
ratemaking purposes? 

POSITIONS 

UTILITY: The parent, Mobil Corporation . 

~: The accounting treatment given the utility by the 
Develope r reflects intracorporate transfers and 
interest free loans which are inconsistent Wlth an 
equity investment by the parent. 

CITIZENS: The utility ' s capital structure is more appropriate 
than Mobil Corporation ' s capital structure because 
it represents tho actual conditions that e xis and 
have existed since the formation of Sailfish Point 
Utility Corporation . 

STAff: Unless the parent comp ny makes a n equity infusion 
in the utility eo the utility ' s capital structure 
in line with the capital structure of the 11obil 
Corporation, Staff will recommend that the 
util1tv's actual capital structure be used f o r 
ratema, . ng purposes. 

I 
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ISSUE 19 : What is the cost of common equity capi tal ? 

POSITIONS 

UTILITX: 12.14 based on the parent ' s equity rat1o and he 
leverage formula i n Order No . 2177 5 . 

s..fQB: Adopts Citizen ' s Position. 

CITIZENS: Since common equity is negative, the cost rate for 
rate of return purposes should be zero . 

STAff : The cost of common equ~ty capital should be 
established using the leverage iormula 1n e ffect at 
the cime ot the final decision in th1s case . 

I SSUE ~Q: \-lha c is the cost o debt capita 1? 

POSITIONS 

UTILITY: The cosc of debt capital is 10 . 86 perc~nt in the 
test year , based on Mobil's capital structure . 

~: Adopt Citizens position. 

CITIZENS: The cost of debt capital is 11 percent per anum or. 
the mortgage . 

STAff: The cost of debt depends on which capital 
structures determined to be appropriate. 

I SSUE 21 : What s pecific adjustments should be made t o 
accumulated deferred income taxes? 

POSITIONS 

UTILITX : All adjustments arc reflected in the MFRs. 

~: Adopts Citizens position . 

CITIZENS: No adjustments arc necess ry, except those made in 
the issue immediately below. 

STAFF : Deferred income tax shou ld be adjusted for the 
effect of other adjustments to the rate base and 
NO I. 

, 
13 
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ISSUE 22 : Should debit ~nd credit deferred taxes be o!fset, 
with the net credit included in the capital 
structur e at zero co~t? 

POSITIONS 

UTILITY: Debt and c redit deferred t axes may be used to 
o ffse t each other. A net credit would be included 
in the capital structure at zero cost . A net debit 
would be i ncluded in rate base at he allo~ed rate 
of return. 

~: No position. 

CITIZENS: Yes. Not credit s hould be $206,1 63 after rerno~ing 

CIAC, deferred ::axes , a nd debi s from \-Jater and 
wastewater rate bases . 

STAff : Yes, however, no adjustruent is necessary in 'his 
case . 

I S SOE 2 3: Nh<lt is the appropriate amount :u,d cost ra~e ot 
investment tax c redits to be incl ded .n the 
capital s tructure? 

POSITIONS 

UTILITY : Tho util~ty has t aken no ITCs . 

~: Adopts Citizens position . 

CITIZENS : I( the Commission allows a ny income tax expense, 
s uch expense s houlJ be offset by the amortl~ation 
of investment tax c redits, whether the credits were 
actually taken by the utility or not . 

STAff: ITCs attributable to Sailfish Point should be 
included in the capital structure at zero cos . 

-=~=-~4 : What is the weight ed average cost of 
including the proper component ~ , amounts, 
rates associa t ed with the appropr1ate 
struc ture? 

POSITIONS 

cnpitnl 
and cost 

cap1 t al 

UTILITY : 9.87\ based on the parent ' s equity ratio and debt 
cost . 

I 

I 

I 
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s.f.Q.B : No position. 

CITIZEPS: 3 . 05\ . 

STAff : The cost of capital depends on which c~pital 
s truc ture is determi ned t o be appropriate . 

NET OPERATING INCOME (NQI) 

ISSUE 25: Arc intercompany expense allocatio ns a ppropriate? 

POSITIONS 

UTILITY : Yes . 

~: No . 

CITIZENS: No . 

STAff : We have no t found that the intercorpany 
allocations are unreasonable a t t his Lime . 

expense 

ISSUE 26 : Should the utility ' s purchased power ~nu c nemical 
expense be adj usted or unaccounted fo r water? 

POSITIONS 

UTILITY: Yes, as per the MfRs . Pur chased power and chern~cal 
expense were adjust ed downward by 5 to 1 eflect: 
non-recurring water losses . The amount of he 
reduction was $1 , 347 a nd $1 ,194 1n the his oric 
year, for power and c nemicals, r espectively . 

~: Adopts S ta f ' s posi t ion. 

~~: Yes . 

STAFF: Ye~ , if e xcessive unaccounted for wa ter is found . 

ISSUE 27 : In the r~placement progr m for thl new ~p1ral wound 
membranes appropriate? 

POSITIOHS 

UTILITY : Yes . 

s..eQB : No . 
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CITIZENS: No . 

STAFF : Yes. 

ISSUE 28 : Should rate case cost s for the prior docket be 
allowed in this case? 

POSITIONS 

UTILITY: Yes . Allegations on which the dismis sal was based 
were inaccurate and a s ubs t a ntial portion of work 
performed in preparing t he 1989 case was required 
in preparing this case . 

~: No. 

CITIZENS: No, the utility should not be perm1tted to r ecover 

I 

any of the rat e case expe nse associated with the 
filing made by the company i n 1989. Ratepayers 
should not be requir e d to pay for any of the cos~s I 
associated with a case that was dismissed . 

STAFF: No, all prior rate case costs related to the 1989 
case (that do not directly relate to this ra t e 
case) s hould be removed . 

ISSUE 29 : Wha t is the appropriate amount tor c urrent rate 
case expense? 

POSITIONS 

UTILITY: The estimate included in the MFRs is $91,800 plus 
the $68,374 expen!:.e i ncur red for the prior rate 
case filing as request ed i n the MFR. 

~: All costs of filing motions directed against 
intervenor by the u t ility s hou ld not be recoverable 
from the r atepayers . 

CITIZENS : Any legal costs i ncu rred i n this proceeding in 
opposing the inter vention of t h e homeowne r s or 
their duly elect ed r e presentat ives should be 
disallowed . All othe r request s fo r rate case 
expense s hould be closely scrut inized and 
justified. I 
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STAFF: Only prudantly incurrad rate case e xpenses for hi s 
current rate case should be allowed, amortized o ver 
four years. 

ISSUE 30 : Is the u tility ' s proposed depreciat ion e xpense 
overstatad? 

POSITIONS 

UTILITY : No . 

.s.f.QB: Yes . 

CITIZENS: Yes . 

STAFF : Unless aLfacted by adjustments to plan nnd CIAC. 
depreciation is properly stated. 

~SSUE 31: Should the utility ' s requested provision t or ta;.es 
other than income be approved? 

POSITIONS 

UTILITY: Yes . The property taxes as reLlcct ed ~n the MFRs 
arc adjusted for non-used and useiul ~lunt . 

~: No position . 

CITIZENS: The utility ' s proposed property tax expense is 
overstatad. 

STAff: No. An adjustment is necessary to reilect non-used 
and useful property taxes . 

ISSUE 32 : Should a parent debt adjustment be mad e in this 
case? 

POSITIONS 

UTILITY : No. The parent ' s capital s tr11cture is being used . 

No positlon. 

CITIZENS: If any tax expense is allowed, then parent debt 
adjustment is appropriate. 

STAff: A parent debt adj ustment s hould be made 
Company ' s capital structure is used. 

if the 
If the 

., 
17 
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parent ' s capi a l structure is not used, his 
adjustmenc should not be made . 

a:~--~3~3: What is the a ppropriate i ncome tax expunse? 

POSITIONS 

UTILITX : At full authorized return; water $53 , 871 ; 
wastewater $47,427. (This is a fall-out number 
s ubj ec t to adjustment s to taxable i ncome in this 
proceeding . ) 

~: Adopts Citizens ' posi t ion . 

CITIZENS : The utility should not be g r anted any 1ncome cax 
expense . 

STAFF : Fall - ouc number . 

I 

ISSOE 3 4 : Hhac is the appropriate level of cest year I 
orerating income be!ore revenue increase? 

POSITIONS 

UTILITX: Wate::- : negative $122 , 270 ; Naste~;1ater: 
$137,715 . 

~: Adopts Citi zens ' position . 

CITIZENS: Fall-out number. 

STAFF : Fall-out number . 

ISSUE 35: What: is the cocal revenue requ1cemenc? 

POSITIONS 

UTILITY : At full au thori zed 
wa s tewater $477, 580 . 

return; 

.s.fQB: Adopts Citizens ' position . 

CITIZEfiS : Fall - out number. 

STAft': Fall - out number . 

water 

nega tive 

$572,814; 

I 
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ISSUE 36: Is an adjustment necessary to comply with Section 
367 . 0815, Florida Statutes , regarding the 
limitation of rate case ~xpense? 

POSITIONS. 

UTILITY: Yes, although the utility disagrees \·lith t.he 
statutory pr.ovision . 

~: Adopts Staff ' s position. 

CITIZENS : Fall-out number. 

STAFF : Whether ~ny adjustment 1s necessary will be b~sed 
on the other issues in the case . 

RATES ANP RATE STRUCTURE 

ISSQE 37: What final rates should be author1zed? 

POSITI~~ 

UTILITY : See Schedule E- 1 of the MFRti . 

~: Adopts Statt ' z pos1tion . 

CITIZENS: No posit1on. 

STAFF: Fall-out number . 

ISSQE 38: What is the appropr1ate amount by ~hich r~tes 

s hould be reduced four years after the establlohed 
effective date to ref lect the removal o t the 
amortized rate case expense? 

POSIT!Qllii 

.!IT.UJ..I 'i : Fall-out number . 

~: Fall-out. number. 

~IIIZ~l:H2 : Fall - out number . 

STAff : Fall - out number . 
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ISSUE 39 : Is the utility ' s existing service ava1lab1lity 
policy in compliance with Rule 25- 30 . 580 , Florida 
Administrative Code? 

POSITION~ 

UTILITY: Yes . 

S£QB: No . 

CITIZENS : No pos1t1on 

STAFF : tlo, the exl.sting service availability charges 
should be modified to comply with Rule 25-30 . 580 , 
Florida Administrative Code . 

.a.x-=ur;.M-...;:.Q.: Hhat are the appropriate miscellaneous servic~ 
charges? 

POSITIONS 

UTILITY : 

s.eQB: 

The c harges set forth in SAB llo . 13 and • late 
charge alternative as conta ined in the proposed 
tar1.1:f . 

Uo position. 

CITIZENS : No pos i tion. 

STAFF : 

POSITIONS 

Mlscellaneous service charges shou ld be approved 
that ref lcct the charges shown in Second Rev 1sed 
Star Advisory Bulletin (SAB ) tlo . 13 . 

Should a charge be established f o r gray wa t er used 
by the golf course? If so , what is the appropriate 
charge? 

UTILITX: Ho. 

S.fQR : No, without that method the utility could not 
d1 sch~rge its wastewater. Interconnectio n o t 
ownership interest s and method of disposal 
e v idences developer ' s construction of the utility 
as an integral part ot developer. 

I 

I 

I 
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The 

1. 

2. 

3. 

4 . 

5 . 

CITIZEHS: Ho. 

STAFP: No. 

VI. Stipulations 

parties have s tipu lated to tho following : 

Tho $58,000 prov1sion for contingency coscs ~hould be removed 
from the $352 ,800 provision for water plant exp ns1on. 

Wastewacer plant service , account 360 , should be reduc ed by 
$20,243 for amounts incorrectly capitalized. 

Adjustmencs should be made to decrease retained earnings by 
$357, to increase CIAC by $620, to increase accumulated 
amort1zation of CIAC by $295 and to 1nc reose test year 
amortization by S31, for met er fees collected but n0 recorded 
in a prior period. 

Pro Lorma miscellaneous revenues should be redu~ed by $4, 375 
in accordance wi th Audit Except ion No . 3 . 

The utility should change to guideline depreclution rates per 
Rule 25-30 . 140, Florida Administrative Code . SPOR has taken 
no posit1o n. 

6 . current tax expense should not bo inc reased by the 
amortization of tax on CIAC . SPOR has taken no position . 

VII. Rulings 

1 . Utility·~ Motion to Expedite Discovery, filed on May 13, 1991, 

was determined to be moot . 

2 . 

3. 

Utillty ' s Motion for Order Requiring All Parties to Attend All 
Prelimina ry Prehear1ng Conferences, filed on May 24, 1991, was 
determined to be moot . 

Utility's Motion in Limine to Strike certaln Test imony and 
Exhibits of SPOR \litness Roqer \\1. Rasmuson, f .1-ed Hay 24, 1991 

and Utility ' s Motion to Compel SPOR Response to Utili ty' s 

, 
21 
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First Request or Production, filed o n 11ay 29 , 1991 'Has 
gra nted in part and denied in part. The full exh1b1t t~led 
with pre-filed t esttmony is deemed unacceptable. Intervenors 
are to 1denti!y each page o r paraqrap h o the exhibt on which 
they intend to rely and to iden t ify the spec1fic, applicable 
issue or issues to be addressed by those exhibits . 

4 . Utility ' n Mo tion to Retain Cu stomer Hearing for Customer 
Issues, tiled on May 29, 1991, wa s denied . 

5 . Ut ility ' !. contingent Motion for Extension o1. 'rime to F i 1 e 
Rebuttal Testimony and Exhibits in Response to Witness Roger 
w. Rasmuson, filed May 31, 1991, was granted untll June 18, 
1991 . 

'II II . f;~I.:Ji!2it~ 

Hitnesscs Proltcrcd IJy L_D , !JQ. De!:'~rl.Q l .QI} 

Composite 
Frank Seidman Utility fS-l :1FRs 

Compos.it.e 
Harry DeMeza Pub1 h.: Counsel HDH-1 Schedules 

Composite 
Thomas Deward Public Cou nsel TCD-1 Schedules 

Compos1te 
Roger Rasmusen SPOR R\vR- 1 Documents 

Francisco Perez Staff FP-1 DER - \va tor 

William J. Thiel Staff WJT-1 DER - \vastC\·:uter 

PartJes ~nd Stulf reserve the right to identify exh1b1 s tor 
the purpose of cross-examinatlon . 

Based upon the foregoing , it is 

I 

I 

ORDERED by Commissioner Betty Easley , as Prehearing Oft1cer, I 
that this Prehearing Order shall govern the conduct of hese 
proceeding s unless modified by the Comm1ss1on . 
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By ORDER of Commiss i oner Be y Easley, as Preheari ng Officer, 
this I 9 L h day of I L' N E I 9 91 

(SE AL ) 

BE/CB 

NOTICE OF FURTHER PROCEEDINGS OR J UDICIAL REVT~ 

The Florida Public Service Commission is required by ~e(·tion 

120 . 59 (4), Florida Statutes , to notify parties ~ l any 

administrative hear ing or j udicial review of Commiss1on ord ers hat 

is available under Sections 120 . 57 or 120 . 68 , Florida S t atutes, as 

we 11 as the procedures a nd t ime limi t s that apply . Th is notice 

s hou ld not be construe d t o mean al l requests f or ~n administrativ~ 

hearing or judicial review wil l be granted o r result in the relie t 
sought. 

Any party udversely affected by th is o r der, which i s 

prel iminary, procedural or intermediat e in nature , nay r equest : 1 ) 

reconsideration within 10 days pursuant to Rule 25- 22 . 038 (2), 
Florida Administrative Code , if issued by a Prehear1ng Officer ; 2) 
reconsider~tion with i n 15 days pursuant to Rule 25- 22 . 060 , Florida 

Administrat~ve Code, if issued by the Commission; o r 3) j ud icial 

review by the Florida Supreme Court, in t he case o f a n electric , 

gas o r tele phone utility , or the First Distric t Court of Appeal, in 

the case of a water or sower utility . A motion for reconsidera tion 

shall be filed with the Director , D~vision v f Records and 

Reporting, in the Corm prescribed by Rule 25- 22 . 060 , Florida 
Administrative Code . Judici al review of a preliminary , procedural 

o r inter mediate ruling o r order is available if review of the final 

action will not provide an a d e qua te remedy . Such r e view may be 

reql:cs t ed trom the a ppropriate court , a s described above , pursuant 

t o Rule 9 . 100 , Florida Rules of Appellate Procedu re . 

., 
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