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BY THE COElrlTSSION: 

St. George Island Utliity, Led. (St. George or utility) is a 
class B water utility providing service for approxbutely 993 water 
custmers in Franklin County. On January 31, 1994, the utility 
filed an application for approval of interin and permanent rate 
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increases pureuant to Sectioas 367.081 and 367.082, Florida 
Statutes. Its application satisfied the minimum filing 
requirements (MBRs)  for a general race increase, and that date was 
designated as the official filing date. The test year for this 
proceeding is the twelve months ended Dece&er 31, 1992. POI the 
test year, the utility reported operating revenues of $314.517 and 
a net operating loss of $428.201. 

St. George requested interim water rates designed to generate 
annual revenues of $435,453. The requested revenues exceed test 
year revenues by $120,935 or 38.45 percent. The utility requested 
final water rates designed to generate annual revenues of $742.718, 
which exceed test year revenues by $428,201 or 136.15 percent. The 
utility stated in its filing that the final rates requested would 
be sufficient to recover an 8.07 percent rate of return on its rate 
base. 

On February 11, 1994, the Office OF Public Counsel (OPCI 
served notice of its inteavention in this proceeding. OPC's 
intervention w a s  acknowledged by this Conmission by Order No. PSC- 
94-0291-PCO-WU, issued March 14, 1991. On April 27, 1991. the St. 
George Island water sewer District (Diacrictl petitioned to 
intervene in this matter. W e  m e e d  it8 patition by order NO. 
PSC-94-0573-PCO-wO, issued Uay 16. 1994. 

By Order No. PSC-94-0461-pOF-PR, issued March 18, 1994, w e  
suspended the utility's pmposed pennanent rates and granted an 
interim rate increase subject t o  refund. By Order No. PSC-94-0461- 
POP-WU, w e  also required the utility to provide a bond in the 
mount of $34.307 as guarantee for m y  potential refund of interim 
rater revenues. 

This Conrmission held a technical hearing in Apalachicola on 
July 20 and 21, 1994, which a s  continued in Tallahassee on Ausust 
3, .9. and 10, 1994. At tha beginning of the hearing- in 
Apalachicola, ten CUOtaners of the utility testified in opposition 
to the omwmed rate increue and c-1ain.d about the auilicv or >--~---. -- I _ . _ ~ ~ ~ ~  ._.. ~~ ~~~~ ~~ ~~~~ ~~~ ~~~~~~~~~ . . ~ ~  ~~~. _ _  
the water. one 02 these dtneoaw puprted to represent ninety- 
nine C U O t m r s  of 300 Ocean Mile. St. George Island. At the 
evening session on July 20. nine more MtCmers testified regarding 
the pmposed rate increase as well as quality of service. In 
addition, several letters- protesting the rates and quality of 
service, written by Nst- Chat could M t  be present. were 
presented to this Carmission. Barbara Sanders. appearing on behalf 
of the District, also reported that she had received eighteen 
telephone calls fro0 other atomnes who wished to express their 
opposition to the proposed rate increase request to the Carmission. 
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Prior to the hearing, St. George, OPC, and the District 
srtpulated to the following: 

1. 

2. 

3. 

4. 

5. 

Plant in Service should be reduced by $2.067 for lack Of 
support documentation, as per Audit Exception NO. 5 .  

Plant in service should be reduced by $876 for unsupported 
costs associated with the third well, as per Audit Bxception 
NO. 9. 

Plant in service should be reduced by $2,370 for duplicative 
recording of Coloney Cmpany invoices as stated in Audit 
Exception No. 10. 

Plant in service should be reduced by $12,518 to remove costs 
associated with the 50,000 gallon storage tank as stated in 
Audit Exception No. 12. In addition, corresponding 
adjustmnts should be made to reduce accumulated depreciation 
by $629 and depreciation expense by $358. 

Plant in service should be adjusted for plant retireIrents as 
stated in Audit Exception No. 8, as follows: 
a. 

b. 

C. 

An bdjustnenr should be Ddde t o  increase plant in service 
by $1.675 and accwlated depreciation by $168. In 
D e c e a b e r  of 1988 an adiustuent a s  made to retire a ___. ~ 

copier on the island; inmer. the copier w a s  naver 
recorded on the books. 

An adjustment should ba made to reduce plant in service 
by $7.029. accumulated depreciation by $3.866 and 
depreciation expense by $351, to record the retirement of 
a pump at well U1 which was raplaced. In Pebrvary 1989 
the plunp was replaced w i t h  a new pwnp but the retirement 
was M t  recorded. 

An adjustment should be made to reduce plant in service 
by $10.378, accumulated depreciation by $2,077, and 
depreciation experwe by $519, to record the retiremnt of 
a pump at well NO. 2. In July 1989 the pump was replaced 
hut the retirement a e  not recorded on the company's 
books. 

d. An adjus-t should be made to decrease plant in service 
by $3.654. acemulatea- depreciation by $972 and 
depreciation expense by $244 to retire a Harris 3M Copier 
that was not recorded. 

Plant in service should be reduced byC3.098 of transpcrtation 
expenses. as stated in Audit Exception No. 7. 

6 .  

7. Land and Land Rights should be reduced by 5570 to r'cmove non- 
utility related charges per Audit Bxception NO. 4. 

8 .  Materials and supplies should be reduced by $4,851 as stated 
under Audit Exception No. 22. 

9. Chemical expenses should be reduced by $657 as per Audit 
Exception No. 21. 

10. Contributions in aid of construction iCIAC) should be 
increased by $29,759, plant should be increased by $13,423, 
accumlated amrtiMtion of CIAC should be increased by 
$2,702. and depreciation expense should be increased by $298. 
to rscOTd contr3htions paid by the St. George Island 
volunteer Fire Deparumnt and Higdon and Bates. 

11. Accumulated Depreciation should be increased by $10.327, as 
per Audit Exception No. 15. 

q.  Accumulated Anmrtization of CIAC should be increased by 
$10,635. as per Audit Exception NO. 16. 

13. Depreciation expense should be increased by $5.432. as per 
Audit Exception No. 27. 

14. The Utility's denreciation rates should be ad-iusted as met ~~. 
forth in -Rule -25-30.140. Florida A&nini&ative Code. 
Depreciation expenae should be reduced by $8,802, and 
accumulated depreciation should be reduced by $3.56+. 

15. Plant in service should be reduced by $12,665. as per Audit 
Exception No. 6. 

In addition t o  the above, St. George stipulated to, and 

Plant in service should be increased by $1,941. 118 shorn in 
Audit Bxception No. 11, for the utility's new generator. 

neither OPC nor the District took a position on, the following: 
16. 
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17. 

18. 

19. 

20. 

ndvsnces for Construction should be decreased by 59.257. 
stated in Audit Sxception NO. 20. 

aa 

The cost rate for cwtuaer deposits should be reduced in 
accordance with Rule 25-30.111, Florida Administratiw Code. , 
Thd cost of commn equity should be set wing the leverage 
fornula in effect at the time of the Agenda Conference for the 
final order in this proceeding. The range for the cost of 
equity should be plus or minus 100 basis points. 

used and useful shall be determined in the following manner: 

a. All Source of Supply, TreaMBnt and General Plant is 
considered 100 percent used and useful. 

b. All Transmission and Distribution Plant is considered 100 
percent used and useful except for the distribution wins 
(less than 6. diameter) in Account 331.4 Transmission P 
Distribution Laains serving. certain subdivisions within 
the area known as the Plantation. which lines were 

' constructed fot the benefit or the developer. The cost 
of distribution lines (less than 8. dismeter) within the 
following subdivisions will be subject to a used P useful 
facto= equal to used lota divided by total lots, an 
tollowe: 
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C. 

d. 

e. 

oyster Bay village 
Heron Bay village 
Bay Cove Village 
Pelican Beach Village 
Dolphin Beach Village 
Indian Bay Village 
Bay View Village 
windj amer village 
Treasure Beach Village 
Plantation Beach Village 
mrtle Beach Village 
Pebble Beach Village 
Sea Palm Village 
Bay Palm Village 
Sandpiper Village 
Sea Pine Village 
Sea Dune Village 
Osprey Village 
Bay Pine Village , 

Less '93 additions 
used lots - 1992 

2 
5 
9 

28 
26 

8 
7 
14 
23 
32 
26 
33 
32 

5 
8 
11 
18 
10 

-L11l 
285 

52 

27 
23 
34 
58 
43 
30 
2 7  
40 
52 
67 
58 
75 
75 
22 
34 
40 
34 
22 
AL 

772 

Used and use€ul factor - ZBT - ,369 
772 

The used and useful factor will be applied to the 
original cost of two-inch and six-inch mins, valve6 and 
fittings in the designated Plantation areas per the 
inventory on the 1992 Baskerville Donovan System 
drawinqs. See Attachnnt A. which details the mins and 
valves~ The a pmpriate test year average balance in 
AcCDvDt 331.4 wfll be reduced by the non-used and useful 
amount of designated Plantation area original cost. 

Accumulated depreciatiod and depreciation expense for 
Acct 331.4 will be adjusted to reflect the net used and 
useful factor in Plant Account 331.4 alter accounting for 
the w e d  and useful in the designated Plantation areas. 

Allowance for fund. prudently invested (AFPII charges 
will be calculated and collected from new custmrs in 
the above designated Plantation areas. 

The term %sed lots. in this stipulation includes all 
lots in the designated Plantation areas for which a1 the 

I 
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fully applicable service availability charge has been 
paid or b) a $500 service availability charge has been 
prepaid and a base facility charge is being paid in 
accordance with the terns of the settlwnt agreement 
under Order No, 23649, whether or not theze is a meter. 

Pinally, St. George and OPC stipulated to, and the District 
took no position on, the following: 

21. Test year contractual services-other should be reduced by 
$3,873. per Audit Exception No. 24. (The adjustment suggested 
in Audit Exception No. 24 was actually 94,373. However, in 
its response to the audit, the utility provided support for 
$500 of that amount.1 

upon consideration, we find that the stipulations are 
reasonable. They are. therefore, approved. 

Having heard the evidence and considered the parties' briefs 
and posthearing filings, the following rspresants our findings of 
fact, law, and policy. 

QDUU OF SEW= 

In accordance with Rule 25-30.433(1), Florida Administrative 
code, our evaluation of quality of Bernice is based upon three 
separate components of water operations: the water quality; the 
operational conditions of the plant and facilities; and the 
utility's efforts to address custonmr concerns. - 

Staff Witness McKem. of the Department of Bnvironmental 
Protection (DEP) testified that the water system is meting or 
exceeding primary drinking water standards; however, he noted some 
deviations on secondary standards. Primary drinking water 
standards are based upon health concern. Secondary drinking water 
standards are not as critical to hunvn health, and are based 
primarily upon aesthetics. The deviations in secondary standards 
include excessive levels of copper and excessive turbidity levels 
in the ground storage tank. In addition, Well No. 3 initially 
exceeded the rnaxinaM contaninant level for color, and 
hydrogen sulfide (H2Sl is an inherent problem in this area of the 
state. 

With regard to Ea, DBP reject.ed a repat dxaitted by the 
utility that was required under tl Part ia l  Pinal Judgment (PFJ) 
dated April 30. 1992. Using the utility's values for dissolved and 
un-ionixed sulfides, DEP calculated that a lower percentage of the 
HIS is being removed than required under the PFJ. Utility witness 
Biddy testified that he does not believe &at the aerator analysis 
was deficient or defective. Mr. Biddy reported that there is no 
MCL for Has. He also discussed the history of the aerator repon. 
and stated that a responee to DEP's November 18. 1993 letter would 
be submitted to 110 later than July 31, 1994. Mr. Biddy also stated 
that an addendum to the aerator report was furnished to the utility 
on July 31, 1994. Utility witness Brown testified that the aerator 
analysis report, as well as updated maps. have been canplated and 
delivered to DBP. HT. Brom stated that the problem on St. George 
Island is not so much the HzS level in the rater when it leaves the 
plant, but HIS buildup in the lines. He stated that the only way 
to solve that is to flush the lines on a daily basis. 

Utility witnms Garrett testified that St. George has not 
failed a water quality test since he took over as operations 
manager in December, 1990. Because &e utility is meeting or 
exceeding primary drinking water standards, as reported by Mr. 
McKeovn. we find that the water quality is satisfactory. - 

In St. George's last rate case, by Order No. 21122, issued 
April 24, 1989, the Conmission identified a number of plant and 
operational improvements that needed to be made. Mr. Brown 
testified that these improvements were necessary and proper. The 
utility has completed m s t  of these improvements. For instance, 
St. George has installed an elevated storage tank, a third well 
capable of prcducing 500 gallon6 per minute (gp.1, a backup 
chlorination system to provide redundancy, and a new generator. 

st. George is currently maintaining the required chlorine 
' residual th-ghout the distribution system. In addition.'althougn 
it has had system pressure problems in the recent past, the utility 
has installed an altitude valve and two new variable speed high 
service pumps, such that it can now maintain a pressure of 65 
pounaS per square inch (psi) or higher throughouc its system. 
These improvements were not mandated, but initiated by the utility 
itself. According to Mr. Brown .that's probably the first time 
recently that we have gotten ahead of the curve in tern o€ doing 
smthing because we know it needs to be done rather than doing it 
because DBP or somabody suggested it.' 
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Mr. Mc~cowr testifiad' that the utilityy's wells are located in 
compliance with Rule 62-555.312, Florida Administrative Code, and 
that it has certified operators as required by Rule 62-602, Florida 

coda. m. u c ~ e a m  also stated that the overall _._.._I ____. .....-. 
mainrenance of the wells is satisfaitom. although he expressed ._ 
concern ,over a residue which he believed might euinate fm Well 
No. 2. Mr. Biddy testified that -1tIhe more likely source of the 
light gray to white clay like material found in the aerator ia the 
residue of granular chlorination of the ground Storage tank...." 

Mr. McKeOm noted that DBP did not receive acceptable system 
maps by Septenber 1. 1992, as required by the PFJ. Mr. Biddy 
estimated that the maps m l d  be completed no later than July 31. 
1991. He further testified that maps were initially submitted on 
August 31, 1992, based upon the best engineering information 
available at the time. He testified that it is n o m 1  for large 
syetens to file a map and then update and revise at a later date. 

MI. McKeom, Curther testified that, during an wgust 1993 
inspection, he found two deficiencies - le* in the ground storage 
tank and a need to clean the aerator. Ne also noted that the 
utility failed to Obtain a pdt before modifying the aerator and 
that it has not increased supply to m e t  system demnd. 

Since it replaced the generator at t h h a  traatmant plant and 
include& a generato= at th- third' well, the utilitr no* has full 
emergency supply capability. The record also a h a n  that the 
Florida Rural Water Ansociation (FRWAl has been assisting the 
utility in its leak doteetion program for s a g  time. Mr. McKeom 
believes that chis shoulrt be an ongoing program. 

m e  utility has established a crae-connection control program 
in accordance with Rule 62-555.360, Florida Administrative Code. 
Mr. McKeom testified that 'Itlh. 1aSt inspection idancified one 
minor area of concern which *u chat all y r t s  raquirsd to be 
generated by the PFJ were not being sent to us. 8. further staced 
that ' [*]e should note t h e  CFO'o.s-CmIIRCCiOI2 control prognu are 
difficult to manage, especially with a pereon w h o  does not spend 
loo  percent of their tire on this- progra~. We expect dnor 
oversight to occur, but will conclnur to judge tbe program by its 
overali effectiveness. ...* - 

Based upon the discuseion above, we find that the operational 
conditions of the plant and facilities are satisfactory. 

-- 

Messrs. Coloney and Brown testified that there have been few 
billing cOmplaints and that customr response indicateu general 
satisfaction with the quelity of service. In its proposed findings 
of fact, St. George states that persomel are available for 
emergency situations twenty-four hours a day. seven days a weak. 

We received custoner testimony on this matter on Wednesday, 
July 20, 1994. In total, sixteen customers provided testimony. In 
addition to the testimony, twenty-one names were read into the 
record aa opposing tbe pmposed rate increase and we received a 
nwnbar of letters fmm c w t m r s  who could not attend, also 
opposing che proposed rate increase. One customer stated that he 
renreserttmi ninetv-nine Units at 300 Ocean Mile who w e r e  concerned 

' 

Several customers complained that the water was too 
chlorinated, had an unpleasant odor, or left deposita on fixtures. 
One cuetQY)r stated that tbe water had corroded his copper piping. 
h o  c u ~ t o ~ l s  stated that they filter the water, on- customer 
distills tha water and one cus- stated that she buys bottled 
water- One custcmer stated that he had to replace water heater 
elements, but w a n  not a w e  if that *aa the utility's, fault. In 
fact, he atated that 'lilt's the type of water that w e  get down 
here.. Several cust~~)ls complained about the water pressure. 
While some acknowledged that the pressure had improved, others were 
skeptical about how long that would last. One Nstcdmr testified 
about I recent water outage which, apparently. was caused by the 
fire departrmnt using water at both ends of the island. In 
addition- tout -t-m a d d r e a m e d  their concern over the lack of 

MI.. Garrett testified Chat, since he took over as operations 
manager, the utility hae only had one overall outage. lasting 
approximately fifteen to twenty minutes, when the chlorination 
system blew up. Mr. @arrete further testified that .over the 
recant Eluaorial Day weekend. wells 1 and 2 operating together could 
not keep up with the demand. I then manually switched over to well 
no. 3 until tbe Mslaorial Day weekend demand went dom, and well no. 
3 was able to COIulistently keep up with the demand without calling 
on our reeeme storage on the bland.. Mr. Garrett also stated 
that there are no apecific operational problems. In fact, 
according to Mr. Hclteom, since Mr. Garrett took over operations, 
the treatment plant haa been well maintained. 

Although there is roam for improveuent, the record indicates 
that the utility has made strides Cowards reliable and efficient 
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service. Hr. Coloney stated that St. George is in 'substantial* 
compliance with DBP's Statutes and rules. He also stated that once 
certain improvements have been canpleted, St. George would be in 
full compliance. Hr. B m m  testified th&t St. George .is now in 
full compliance with all PSC and ... [DBPI requirements.. r e  find 
that the utility is still deficient with certain requirements. but 
note that such-ireas are being addressed. nccordingly, re find 
that the Overall quality of service is marginally satisfactory. .. 

.-5.. 
5 .  . 
Our calculation of rate base is depicted on Schedule No. 1-A. 

Our -adjustments are itemized on Schedule No. 1-8. Those 
adjustments which are self-explanatory or which are essentially 
mechanical in nature are reflected on those schedules without 
further discussion in the hody of this Order. A schedule of year 
end plant balances by primary account n h r  for the 1992 test year 
is attached as Schedule No. 1-C. Our calculations of original cost 
are attached as Schedule NO. 1-D.  

In the utility's last rate case. St. George reported that it 
had lost or discarded virtually all original source documentation 
for the water system. Accordingly, by Order No. 21122. issued 
April'z4, 1989, the cooolission stated that: 

The appropriate method to aetennine the original cost of 
a system is by analysis of the utility's books and 
records and the original source documentation in Bupport 
thereof. During the audit of SGIU, the start auditor was 
infornmd that the original records had been lost, thmwn 
away or had sinply disappeared. Since SGIU could not 
locate its books and records and supporting 
documentation, it su!mitted instead an original Cost 
study in support of its proposed rate base. 

He have, historically, been extremely cautious in the 
application of an original cost study to determine a 
utility's investment in plant. The majority of cases in 
which we have allowed an original cost study to be used 
in lieu of original  source documents .have bean in 
instances involving very small utilities. A few e 
of such instances are when very ma11 utilities hay::: 
come under the jurisdiction of this cormnission and the 
required documentation was not previously required, where 
a small utility was not sophisticated enough to mintain 
the required books and records or when an ownerloperator 

c 

. .  
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of a very small system has died and the subsequent owner 
could not obtain the records tequired to establish rate 
base. 

Given the size of SGIU. the fact that its owner is also 
a developer and t m t  it has cwistently r a i n e d  under 
the w ownership. its failure to maintain original 
source doclmmtation for review by this Catmission or any 
other gwermnental agency is unacceptable. We cannot 
help but wonder h a  the records were available for 
independent accounting firms to pertorn annual audits and 
consistently issue unqualified opinions. when the same 
records are unavailable for this proceeding. 

In the absence of Original source documentation, there 
appsar to be two options available to determine the 
.original Cost of SGIU's system. The first would be for 
us to conclude that. due LO the suspect ciscuwtancw 
surrounding the absence of the records, SGIU has not met 
its burden to prove its investment. Accordingly, we 
could conclude that SGIV bas no investment in utility 
plant until such time Bd It provides original source 
documantation. This solution does not, however, appear 
to be fair and just since the record doss indicate that 
the utility has acne level of investment in the system. 

The second option is for us to accept SGIU8s original 
cost study. subject to any adjustments that we deternine 
to be appropriate: mis appears to be the only 
reasonable approach under the circumstances. H a w e r ,  
although we will use SGIU's original cost study, we 
stress that our action should not he cOI18trued to imply 
that a utility can justify investment unsupported by 
original source documentation with an original cost 
study. Further, if at any tiam in the future, evidence is 

investment is incorrect. we may, of course, readdressthe 
issue of SGIU's level of investment. (Order No. 21122. 
pp. 6-71 

OPC and the District believe that new evidence has been 
presented in t h i s  case which indicates that even with the 16 
percent reduction tn Mr. Coloney's costs, the mount of plant was 
still overstated. This new evidence includes a 1979 financial 

produced Which SeflOCtS that analysis Of SGIU's 

statement tor Leisure Properties, Ltd. (~sisure], a lg7i 
engineering appraisal by William Bishop. a 1982 engineering 
appraisal by William Bishop, and a 1976 appraisal by Ed Sayers. 
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The utility contends that I !re is no new evidence in this 
proceeding which invalidates Mr. Coloney's original cost study. 
Mr. Coloney testified that, even after reviewing the 1978 Bishop 
study, he still believes that his study is accurate to within ten 
percent. According to Mr. Coloney, nothing is mre accurate than 
knwing.whac is in the ground. m. seidman testified that the 
determination of original cost must ba basad on the assets in the 
ground and that numbers frm annual reports and financial 
statements do not prwide this information. 

In addition to the abova, the utility argues that w e  are 
prohibited from revisiting the issua of original cost under the 
doctrines of res judicata and collateral estoppel. Since this is 
a threshold issue, w will deal with the res judicata/collateral 
estoppel issue first. 

under the doctrina of res judicata, a final judgrant on the 
merits hus all subsequent actions between the same parties 
involving the s a m  claim on all matters that w e r e ,  or could have 
been, ritigated. Collateral estoppel, on the other hand, bars 
subsequent actions between the save parties on matters actually 
litigated. 

St. George argues that res judicata and collateral estoppel 
apply in the same manner to administrative proceedings as to 
judicial proceedings. In support of its argument, St. George cites 
a nunb%r of cases that stand for tha proposition. Notable ammg 
its cites is , 511 
50.26 989. 991 (Pla. 19871. In Thapann. tba suprema court indeed 
stat5e.d that tha doctrine of res iudiuta amlies ta adnrinistrative 
proceedings; howaver, it also -aoted tbak- *the doctrine of res 
judicata is applied with 'great caution' ia administmtiva cases.. 
Id. at 991. m a  Court  -t om to hold that *ftlha D-L- =le in 

res judicata dl1 applj'only K- the second application is not 
sumreed .by new fact., changed cimrmstances. or additional 
submissions by the applicant.' 

St. George naxt argues crht the doctrines a m  not =rely 
discretionary, and that, .Iwlhere the elements that g i w  rise to 
the doctrines. it is error not to invoke them. In support of this 
argument, St. George cites -, 397 So.2d 317 (Fla.. 
19801, 2 , 602 So.2d 
1337 (Pla. 1st 19921, and 
Q ~ I .  510 S0.2d-871. 

0 m. v. 
pea, 519 So.2d 986 (Fla. 19871. 

does not appear to stand for the 
proposition that it is error not to invoke rea judicata. It standa 
for the pmposition that res judicata will not act as a bar where 
thhs original tribunal, in that case the Department of Revenue, 
lacked subject matter jurisdiction. The Court also noted that , 
identity. of tha parties, an essential element of res judicata, was 
also lacking. In u, the Court applied the doctrine of 
res judicata against DPR where it f d  that DPR's charge of 
professional misconduct had been previously litigated. We were 
unable to locate -, either at the prescribed cite or 
anyahere else. 

St. George naxt cites a number of caees in which the 
Conmission has declined to apply the doctrine of res judicata for 
variourr reasons, and argues that none of these reasons apply in 
this case. The only case cited by St. George wherein the 
Conmission arguably invoked the doctrine was of the. 

processed under Docket NO. 890148-KI. sy ordes NO. z2a68, 89 
P.P.S.C. 12:41, issued Decamber 5, 1989, the Comaission rejected 
the Slorida Industrial Users Gmp's (PIpoG'sl challenge to 
the use of certain factors in calculating deferred capacity 
savings. Although one of the masons cited was tbat PIPOGhad been 
a party. in three prior proceedings in which it had not CheIIenged 
the factors, the Comission also rejected FIpuD'ff position because, 
if adopted, it would h a w  violated Rule 25-17.016, Florida 
Administrative Code, and royld have constituted retroactive 
ratding. 

Finally, St. George argues that then ha6 been no change in 
circunmtances bet- the pravious rate proceeding and the instant 
proceeding. St. George argues that there is an identity of issues, 
parties. and facts. It further argue8 that the evidence in this 
proceeding is the eame as that brcught foxward in the prior case, 
with the exception of a number of annual reports. 

W e  do not agree with the utility's contentions. As noted 
above. the doctrines of res judicata and collateral estoppel both 
raquire an identity ot the parties. The District was not LL party 
in the last proceeding, thus there is M identity of parties. In 
addition, new information baa been b m g h t  to our attention in this 
case. Accordingly, the only identity seems to be of the issue 
itself. 

W e  are unre persuaded by the Supreme Court's admonition in 
-, 5 1 1  S0.2d at 991, that the doctrine of res judicata he 
applied with great caution. There are good reasons for exercising 
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great caution. In St. George's last rate case, this Comission 
stated that there were g s ~ s p e ~ t  circumstances surrounding the 
absence of the [original cost] recorda'. As a result, we were 
forced to rely on less reliable evidence of the original cost of 
the water system. However, we specifically etated that .if at any 
time in the future. evidence is produced which reflects that our 
analysis of SGIV's invesEnant is incorrect, we may; of course, 
readdress the issue of SDIU's level of inwstment. Order No. 
21122, 89 P.P.S.C. 4:387 (1989). N e w  evidence has been brought 
forward in this proceeding w h i c h  indicates that the ,prior 
determination was incorrect. We also note that the b m e n  of proof 
that any rate change is appropriate lies with St. Qeorge. 

on v. w, 413 So.2d 1187. 1191 Wla. 1982). 
Proof Of a utility's investment in plant is an integral component 
of meeting this burden. 

Based upon the discussion abwe, we reject St. George's 
argument that this Conmission is foreclosed f r m  revisiting the 
issue of original cost. 

- This financial stat-nt is an 
unqualified opinion, prepared by Thamon, Brock & Company for 
Leisure for the period ended December 31, 1979. The statement 
indicates M a t  the investment in the mater system was $830,145. 
less accumulated depreciation of $22,660. Utility witness Withers 
testified that some of the lator costa associated with Leisure 
persoMe1 laying the lines would not be included in the stat-nt. 

This document does not provide any description of the plant 
associated with this cost. All that it provides is the investment 
of Leisure in the water system. 

Me. Withers and W .  Brown both clain that this statement is 
not new evidence because it w a s  included in Exhibit 21 from the 
record for Docket No. 871177-W6. Althouqh the transcriot'frm the 
hearing in that docket indicates that -the utility c&templeted 
filing the statement as part of W i t  21, a review OF the record 
for Docket No. 871177-WS reveals that St. Geome never actuallv -- -- -- ------- 
filed the statement. After the record w a s  ciosed, OPC filed th; 
statement and requested that we take notice of it. BY Order NO. 
20913, issued mrch 17, 1989, we took notice of the document, but 
only that the statement had been certified on a certain date, not 
of the substance or truth thereof. 

~ mi6 document is an appraisal of the July 
1978 replacglent cost of the faciNties and land associated With 
the St. Geome vater Dvstem. Ilr. Bimhm was the consultino 
engineer uho besigned this eystem. Thiriy-six percent o f  ih; 
replacement costs w e r e  based upon actual contracts and invoices. 

The asset descriptions in the utilityy's depreciation schedule 
are exactly the saw as the descriptions in this etudy. In fact, 
MS. Withers used the 1978 etudy to allocate the $3 million purchase 
price of the utility to the assets that uere listed in the 
appraisal in order to prepare the utility's depreciation schedule. 

During a February 9, 1981 deposition, W .  Brown testified that 
the 1978 Bishop study vas based on actual costs and comes as close 
to the werall expense for the system as anything else available. 
At the hearing in this proceeding, w. coloney testified that the 
1978 Bishop etudy is accurate and caoplete and genuinely reflects 
what he found at the time that he performed his original cost 
study. MI. Seidmn also testified that he did not have any 
problems with the appraisal. 

- 

.- - This docuawt is a depreciated replacement 
cost appraieal which was a lso  prepared by nr. Bishop. This 
appraisal 3s an upaate of the 1978 appraisal which incorporates the 
extensions and improvements made to the water system in the 
interim. The 1982 study, like the 1978 study, is based upon what 
is in the gzuund. The amount of plant provided in this appraisal 
is cpnsistent with the plant described in the 1978 appraisal. 

A comparison of the quantities in the two Bishop appraisals 
indicates that, between 1978 and 1982, transmission and 
distribution lines and assmiated appurtenances, fire hydrants, a 
hish service pump, and 141 customer services were  the only 
additions to the system. The 1982 appraisal indicates the length 
of pipe io the ground and the unit C0St Of this pipe. -- - This appraisal was prepared by W .  
sayer8 for Leisure an 1977. This appraisal also provides an 
inventory of plant in the ground but, other than stating that it 
relied upon inforuution supplied by Mr. Bishop. it does not 
describe h o w  the unit costs Of the assets were derived. There is 
not adequate support for this appraisal in the record. Mr. Brown 
was the only witness who testified about this document. Also, as 
noted, the sayers Appraisal relied upon infonoation supplied by W .  
Bishop. AcCOrdingly, we believe that the 1978 Bishop study is a 
much better source to' determine the original cost of plant. 
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investment staced in the 1979 Leisure financial statement to 

~543,70,5, 'the ,plant additi,ons indicated by Ms. Withers in h~r 


'iffiClavit •. Using OPC's Iqethodology would result in a ~645,Q~8 
.reduct~on eo the ut~lity'~ test year plant ~n service. : 

.; .... I ...... 

. " OPC' s proposed methoQ.oI99'¥ is 's~raig~tforward q.nd eaijY {eo 

calculate. It is based on ip.fop:pation Which was prepareq. for pr py 


, the utility. The ~uditorof the financial statement issueq ;~n 
unqualified opinion. Mr. Brown ce:J:tified by sign~ng the utility's 
annual reports that the inf9rrna~ion containeq ther~in was t~~, 
correct, and complete. Me. Withers testified that: the plant 
additions are accurate as far as hard CO$t~. 

J .. fJ!r. Coloney testified; however, that the only thing that 

really matters when determining original cost is w~at is physica.lly 

in the grouqd. Mr. Seidman agreed ana added that there is not 

,enough~nfor.mation in the annual reports, the financial statement~1 

or Ms. Withers,' tax reconoiliationto identify what plant is in tne 

ground or the amounts invest~d in plant in service. To support pis 

statement, Mr,Seidman not~d th~t 'the annual reports indi.cat~ t~t 

the utility had booked the~3 million sale of the system as p+a.nt 

in service. Mr. Brown testified that when he certified th~ ~nllu~l 

reports he believed that they were true but has since become 

convinced that the accounting records were not accurate. Mr. Brown 

also believes that Me. Withe:q; I reconciliation is not total:J,.y 

aocurate and complete and that Ms. Withers failed to include all pf 

the costs that would be properly capitalized to the plant. 


, OPC I S proposal would require us to ca~cula te original co~t 

bC;\sed upon recorded costs, without knowing \:he plant assets to 

which the costs relate. ope's, original cost proposal i$, 


, therefore, rej ected. We agree wi th Messrs ~ Seidman and Colon~y 

that, original cost should be based upon what is in the ground. . 


pistrict's Original Cost Propoial 
, - ,",'. ,. '''';' 1'-- • <' ~ •• 

The District argues that th~ priginal co~t should be reduced 

by $1, ~49 ,'883 from t.he amount. est.ablished in the previous +,a.te 

case.' The District caloulated tllis adjustment l:;ly adding tlle 

.orig~nal cost from the 1~78 Bishop study, ~750,117, tq ~539/7~5, 

the sum of the amounts 11sted for plant addition~ ip. the With~rs 

affidavit and the utility' s ~nnual repo~ts. ~he District bel:j.~ves 

that using this methodology results in a 1987 original cost of 

$+,289,852. We note, however, that the District's propos~d 

adjustment is incorrect. Schedule 4-C of Order 21122 indicates 

that t.he ut.ility's year-end plant balanc~ wa.s $2,175,331. 

The+efore, t.he adjust.ment. t.o redUCe gross plant fro~ $2,175,331 to 

$1,269,852 is ($885,479), not ($1,449,883). 


824 ! 
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The year of construction for much of the system in Mr • 

Coloney's study also appears questionable." For example, 'Mr. 


'. 	 Coloney' s study: indicates that 57,545 feet of two- inch polyvinyl
chloride (PVC) 'pipe was in the ground in 1978. The 1978 Bishop 
Appraisal indicates that the system did not have any two-inch PVC 
pipe. Further, the 1982 Bishop Appraisal shows, that, at that time; 
15,225 feet of two-inch PVC pipe had been installed. Mr. Colonay's 
study also indicates that two wells ~ere in service in 1978~ The 

, two Bishop s'tudies indicate that only one well was in service, ~. A 
March 10, 1987 DEP sanitary survey supports the Bishop reports.' It 
states that Well No. 2 was drilled in 1985. 

Withers Affidavit/Annual Reports .' Ms. withers served as 

Comptroller for Leisure from 1976 through 1986 and was directly 


. involved in keeping the utility's books and records. Ih her 
affidavit filed in Docket No. 871177-WS, Ms. 'Withers stated that, 
between year-end 1979 and 1987, the utility added $543,705 of new 
plant. These 'additions were based upon the utility's books, and 
the annual reports also refl,ect these additions. Ms. Withers 
testified that the book~d plant addit~ons are accurate as far as 
the "hard" costs and they agree with the tax returns. Neither the 
affidavit nor the annual reports indicate the plant assets 
associated with these numbers. 

At the hearing in this case, Ms. Withers discussed "hard" and 
,"Sof~" costs to explain how the utility's books did not capture all 
of the expenses associated with plant construction. Shestatsd 
that "hard" costs are the bare bones I brick and mortar or 
pipelines, and labor. According to Ms. Withers "soft" costs 

,irtclude the engineering, supervision during construction, I legal
fees, and property taxes, among othe~s. Ms. Withers testified that 

, the plant additions indicated in her tax reconciliation are only 
accurate for the "hard" costs. 

Conclusion· Based upon our discussion above, we find that the 

1978 Bishop study is the best evidence of what plant was in the 


;ground and the cost of that pla~t as of 1978. We also find that 

the 1982 Bishop study is the best evidence of plant additions 


.between 1978 and 1982 and the cost of that plant, and ·that the 1988 

Coloney study is the best evidence of what plant was in the ground 

as of 1988. Although the remaining original cost evidence is not 

as probative regarding original cost, we finti it useful for 

comparative and corroborative purposes, 


OPC's Original Cost Proposal 
, ' 

OPC witness Oismukes testifie~ that the ~tility's original 

cost of plant should be· calculated by addl.ng $830,1451 the 


825 
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The year of construction for much ot the system in Mr. 
Coloney's study also appears questionable. For example, Mr. 
Coloney's study indicates that 57,545 feet of two-inch polyvinyl 
chloride IPVCI pipe was in the ground in 1978. The 1978 Bishop 
Appraisal indicates that the system did not haw any two-ine PVC 
pipe. Further, the 1982 Bishop Appraisal shows that, at that'time, 
15.115 feet of two-inch PVC pipe had been initalled. Mr. Coloney'a 
study also indicates that two wells were in service in 1978. The 
two Bishop studies indicate that only one well vas in service. a 
Marchlo, 1987 DEP sanitary au~eysupporta thsBishop reprts. It 
ataces that Well No. 2 was drilled in 1985. 

- 13.. Withers served am 
Compt-&ugh 1986 and was directly 
involved in keeping the utility's books and recorde. In her 
affidavit filed in Docket No. 871177-HS, MII. withers stated that, 
between year-end 1979 and 1987, the utility added $543,705 or new 
plant. These additions were based upon the utility's books, and 
the annual rawrts also reflect these additione-. Ms. Withere 
testified that- the hooked plant additione are accurate as far as 
thu *hard.' costs and they agree with the uu returns. Neither the 
affidavit nor tha annual reparts indicate the plant assets 
associated with these numbers. 

At the hearing in this case. Ms. withers discussed 'hard' and 
"soft" costs to explain h a  t h ~  utility's books didnot capture all 
of the emensem aesociated w i t h  n1-t conmtruction. She etated 

pipelinea, and labor. According to Mi. Withers .soft. coats 
include the engineering, supervision during construction, legal 
fees. and property taxes, among others. Ms. Withers testified that 
the plant additione indicated in her tax reconciliatioon are only 
accurate Lor the .hard. costs. 

Conclusion - Based upon our discussion above, xe find that the 
1978 Bishop study is the hest evidence of what Dlat was in the 
ground and-the cost of tRat .plMt,aS of 1978. *e also find that 
the 1982 Bishop study is the best evidence of plat additions 
between 1978 and 1982 and the cost of that ~ l ~ t . .  and that the 1988 

as of isas. -=though the rmnia3ng origin& cost &dance im not 
am probative regarding original c0.t. x. find it w f u l  for 
c-rative and corroborative purposes. 

O W  witness Disnukas testified that the utility's original 
cost' ot plane should be calculated by adding $830,145, the 

investment stated in the 1979 Leisure financial statement to 
$543.705, the plant additions indicated by Ms. Withers in her 
affidavit. Using OX'S mathodolcgy would result in a $645,038 
reduction to the utility's test year plant in service. 

OPC.'s proposed methodology is straightfomrd and easy to 
calculate. It is bsed on infomation which was prepared for or by 
the utility. Tha auditor of the financial statament issued an 
unqualified opinion. Mr. B r m  certified by signing the utility's 
annual reports that the information contained therein was true, 
correct, and canplete. m. Withers testified that the plant 
additions are accurate aa far an hard costs. 

Mr. coloney testified, however, that the only thing that 
really matters when dstexmining original Cost is what is physically 
in the ground. Mr. Ileidman agreed and added that there is not 
enough infornation in the annual reports, the financial statements, 
or Ms. Withers' tax reconciliation to identify what plant is in the 
g m d  or the amounts invested in plant in service. To support his 
statement, Mr. seidman noted that the annual reports indicate that 
tha Utility had booked the $3 million sale of the system as plant 
in service. Mr. Brmm testified that when he certified the annual 
reports he beliwed that they were true but has since becam 
convinced that the accounting records were not accurate. m. B r m  
also believe6 that HB. Withers' reconciliation is not totally 
accurate and coqlete and that IIC. Withe- failed to include sll of 
the costs that would bo properly capitalized to the plant. 

OPC's proposal would require us to calculate original cost 
based upon recorded costs. without knowing the plant assets to 
which the cost6 relate. OK's Original Cost proposar is, 
therefore, rejected. We agree wi,th nWsre. Seidman and Coloney 
that original cost Should be based upon what is in the ground. 

m e  District argues that the original Cost should be reduced 
by $1,449,883 from the amount established in the previous rate 
case. The District calculated this adjustment by adding the 
original cost f m  the 1978 Bishop study, $750.117. to $539,135. 

affidavit and the utility's annual reports. 'rhe District believes 
that using this methodology reaults in a 1987 original cost of 
$1,289,852. We note, however, that the District's proposed 
adjusement is incorrect. Schedule 4-C of Order 21121 indicates 
that thu utility's year-end plant balance w a s  $2,115,331. 
Therefore, the adjustment to reduce g m s  plant from $2,175,331 to 
$1,289,852 is ($885.4791, not I$i,rr9.883). 

the Of the iMOUntS 1iSt.d for plant additions in the Hithses 
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As noted above, it does not appaar that the Withers affidavit 
or the annual reports are an accudte source of information. In 
addition, neither the affidavit nor the annual reports describe 
what went into the ground. We, therefore. reject the District's 
proposal for determining original cost. 

The Districc also recamemla that we impute CIAC for sone of 

p - Schedule J of 
Leisure's 1978 federal income tax return indicates that the 
depreciable basis of the water eystem w a ~  5650,584. The plant 
assets associated with this nuudmr are not described. In 1979, 
Leisure sold the water system to St. Oeorge for $3,000,000. This 
transaction apparently caused the IRS to audit the tax returns of 
Leisure and the utility for the years 1979 through 1982. The IRS 
claimed that the nlue of the water system was $1,550,000. while 
the utility maintained that it was $3 ,000 .000 .  Prior to trial, the 
utility and the IRS settled upon a tax basis of $2,212,000 as of 
December 31. 1979. 

<e do not believe that the settlemnt wich IRS is necessarily 
probative of the original cost for ratemaking. The IRS's reasons 
for settlement are not explained. There is also no information 
which indicates what plant assets this settlementrepresents. This 
failure to identify the plant in the ground was one of the 
utility's criticism of the Withers Affidavit. discussed below. and 
the 1979 Leisure financial seacement. 

~ Mr. Coloney's original cost of plant was 
derived frcm the replacement cost for each plant capanent as of 
June1. 1988. Mr. Coloney used a s q l e  of 1988 construction cost 
daca to develop prices for the system ccmponents. The Cost of each 
ccmponent was then trended back to the year of construction 
utilizing the Handy-Whitnan Index of public Utility Construction 
Costs. Under this mthodology, Mr. Coloney determined that the 
original cost of the system, as of June, 1988, ~ ~ ~ ~ $ 2 , 5 5 1 , 0 1 0 .  

At the hearing in Docket No. 871177-US. Me. Coloney testified 
that, in preparing his report, he consulted the 1978 Bishop study. 
In this case, Mr. Coloney testified that he did not have access to 
the 1978 Bishop study when he prepared his original cost study. 

The Coloney Study provides an inventory for all of the plant 
assets as of June 1, 1988. Except for the fire hydrants. dincussed 
below, there is no evidence which contradicts Mr. Coloney's plant 
inventory. 

In the WRs, the utility represented that the system has 88 

- 
. 

e 

fire hydrants. Scuff witness h t t .  Chief of th6 St. George 
Island Volunteer Fire Department, testified that, between 1988 and 
1992. che fire deMrtment M i d  for the installation of 8 fire ~ ~~~ ~~ 

hydrants. subtracting 8 from 80  indicates that only 80 fire 
hydrants were connected in 1988. Mr. Coloney's Study indicates 
that 89 fire hydrants were connected to the system in 1988. 

the cost that is not repoyted by the utility, as we did in Docket 
No. 920834-WS, In Re: 

ws bv -, by Order PSC-93-0430- 
POP-WS, issued m c h  22, 1993. 

Ms. Withers testified that the IRS audit of Leisure and the 
utility between 1979 and 1982 investigated these issues. She adds 
that the IRS mould not have allowed the labor expenses associated 
with the water system's constructton to be written off for both 
companies. We agree with 8t. George that the labor costs would not 
have appeared on boCh sets of boob without the IRS adjusting out 
Ehe duplicate costs. Accordingly, we have not imputed CIAC as 
reccanended by the District. 

The utility argues that OUT previous decision concerning 
original cost should not be disturbed. Messrs. Coloney and Seidman 
both testified that Mr. Coloney's study is consistent uith both 
Bishop studies. Mr. Coloney also argued that his study is accurate 
to within ten percent. discussed above. the Coloney study is 
accurate, insofar as the amount of plant in the ground. However, 
we do have concerns over the costs aseigned to the plant and the 
years to which certain plant additions were ascribed. 

Mr. Seidman's original cost analysis. using the costs and 
quancities from the Bishop and the Coloney studies, indicated that 
the original cost was! amund $2 million. or approximately twenty 
percent less than Mr. Coloney's original cost of $2.551 million. 
Y r .  Coloney's line costs are also considerably more than ten 
percent higher than the costs included in the Bishop studies. In 
addition, in the utilit ' 8  last rate proceeding, the Conmission 
reduced Mr. Coloney's orfginal cost by sixteen percent because the 
estimates appeared inflated. Accordingly, Ye find chat the costs 
in Mr. Coloney'a study are not accurate to within ten percent. 

As noted above, in the absence of original cost records, the 
appropriate method to determine original cost is through original 
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cost studies. Three elements are required to calculate original 
cost: an inventory of the plant in the ground; the date of 
installation OC each componant; and the cost of the components. 

Mr. Coloney's study provides a comprehensive inventory of 
plant. HowE*r, the two Bishop studies are more ContemPOraneous 
with the system's initial construction than the Coloney study. Mr. 
nishop. the author, was the engineer who designed the water system. 
Moreover, the study is based, in large part, u p n  contracts and 
invoices. In addition, none of the utility's witnesses disputed 
any of the facts set forth in the Bishop studies. 

Our determination of original cost is bawd upon vhat is> in 
the ground as of 1988. However, instead of using fW. Coloney's 
costs, we have used, where possible, coats from the Bishop studies. 
The Bishop studies also provide a better estbiats of when the plant 
wae put in the ground. 

R ccorparison of thevarious studies indicates.that Well No. 2,  
a fifty horsepower high service pump, trandssion and distribution 
(TLD) lines, gate valves and other appurtanances associated with 
the TLD lines, fire hydrants, customer servicee. metem, and an 
auxiliary generator wereall installed after 1978. 

The 1978 Bishop report indicates that Well No. f, the mpply 
mains. the water treatment plant, the ground storage tank, and the 
pumping station were constructed in 1976. A# noted abow. Well No. 
2 was added in 1985. The Citty horeepowor high service pump was 
placed into service during 1979. Them is no msntion of an 
auxiliary generator in either Bishop reprt. 

To estlatr when the TU) lines were laid, we haw takslr the 
difcerence in -titie). oC pips between the three studies and 
distributed thorn equally over the time htwettll the Studies. Tbe 
1981 Bishop Study eStLblisheS that the Symta included 15,215 feet 
of two-inch PVC pip, while thR 1978 study e h m  zero Coot 02 two- 
inch W C  pipe. Dividiq 15.725 feet hy 4 results YMrly 
additions of 3,806 feet between 1978 and 1982. The reodning 
additions are calculated using a like Iuethodology. We calculated 
the yearly addition8 oC tire hydrants using the 8.111l) mthOdOlogy. 

~ In st. George's previous rate case. this C d s s i o n  
found that the appropriate cost of land Cor We118 Ipo.. 1 and 2, and 
the water treatment plant. was $20,455. This value was based upon 
the testimony OC utility witness Mears. 

l4r. Coloney's study does not discuss land values. The 1978 

i 

Bishop Study indicate0 that Well NO. 1 iS 1.oCated On a 100 hy 110 

foot lot near Bast mint, .and places its value at $3.500. The 
study also estimates @e value ot  the land for the treatment plant 
site at $30,000.  

We find it appropriate to make no adjustment for land. There 
is no evidence in this proceeding to dispute Mr. mars' testimony 
in Docket No. 871177-WS. Mr. Coloney's study did not discuss land 
value and the Bishop report states that value OC the land was 
estimated in lieu of a bona tide real estate appraisal because of 
the relatively d L  etfect. that the cost would have on the total 
replacement cost. 

- Rowe Drilling C w y  (Rowel  drilled Well 
No. 1 and installed the well casing, pump. pump c o l m .  and motor. 
Leisure personnel installed the meter, valves, and other Cittings 
connecting the well to the -water supply main. The Bishop study 
determined the replacement cost m l d  he $9,500, from an estimate 
by Rowe. using the Handy-whitman index to trend back to 1976 costs 
results in an original cost o+ $8.250 l9,500*132/15~1~ 

The estimated replacanent cost oC the well pump was $7,000. 
Using the Handy-Whitman indcx to. trend back to 1976 costs results 
in an original cost of $ 6 . ~ +  l7.ooo*i75/i9il. 

Well No. 2 waa drill& ip 1985. The original cost of this 
well should be based upon the original Cost to drill Well No. 1 in 
1976 trended to 1985 using the Handy-Whit- index, because the 
wells are similar in size and construction. This results in an 
estlated original cost of $l3,8lZ (8,250*221/1321. The estimated 

- lae supply rmino carry raw water frm the wells 
on the mainland to the water treatment plant on the island. The 
supply mains include ductile iron pipe Cor the two bridge crossings 
and six- and eight-inch PVC pipe Cor the reminder. 

b discussed under ThD mains andappurtenances, the six-inch 
and eight-inch PVC line costs for the supply main should he based 
upon thu average line prices frm the two Bishop studies as of 
July, 1976. The 1978 Bishop report describes the appurtenances 
associated. with these supply mine and these costs should also be 
trended back to July, 1976 using the Randy-Whitman index. This 
results b a n  original cost oC $88,503. 

The two bridge Crossings were installed by CiCer'e 
Constructiou undar mntract Cor $127,859.44. The ductile imn pipe 
was purchased f m n  WWane Cast Iron Pipe Company, and cost $80.632. 

original Cost of the xali p p  is $io.ass ($6.414*~81/1751. 



ORDER NO. PSC-94-1383-POP-WU 
DOCKET NO. 940109-WU 
P G E  23 

ORDERWO. E S C - ~ ~ - ~ ~ B ~ - W P - W U  
DOCKET NO. 440109-MI 
PAGE 24 

Based on the above, we find that the original cost for the 
supply mains is $297,075 ($88,583 $127,860 + $80.632). The 
supply mine associated with Well No. 2 are not included in this 
total: the- are included within the TU) main-. The Colonpv studv 

No. 2 to ;he existing sup~ly mains. it-also-failed to indicate the 
length of PVC supplfmacn associated with Well No. 1. It appears, 
however, that the Coloney study included the W C  supply mains in 
the 'Wc pipe totals. 

- mrolf, Inc. installed the ground storage 
tank, roof, aerator, and building StNctUre. The 1978 Bishop study 
Stated that the contracted cost for this work was $63,332. The 
slab for the tank bottom was provided by G.A.P. Bnterpfises under 
contract for $27.718.67. =sed on this information, we find that 
the original Cost of the ground storage tank vas $91,050.67. 

- Me punpa were putchased f r m  Rnre and 
installed by Leisure personnel. The 1978 IeplaComBnt Cost for the 
twenty horsepower high service pump was $1.200. Using the Handy- 
Whitman index to trend this cost back to 1976 prices. find that 
the Original Cost was $1,099 ($1.200*175/1911. 

The fifty-horsepower pump vas installed in 1979. The 1982 
Bishop study indicates that the replacwnt Cost for this pump was 
57.050. Usina the Handy-Whitmn index to trend hack to 1979 costn. 

The $23,786 replacunent dost for installing the pump station 
was based upon an estimate by Rove. Using the Handy-Whitman index 
CO trend back to 1976 Costs. We find that the OriQhl cOat Was ~~ ~~~~ 

$20,813 1223,786*154/176j. Thanas L.~~COO~ inntilied-the elecbricii 
wiring for the pump station under contract for $12,000. 

I. - Tho 1978 
replacement Cost of the Wallace & Tiernan AKC gas chlorinator was 
$2,600. Trending this cost back to 1976 results in an original 
cost of $2,275 ~2,600*154/1761. 

. Leisure personnel installed the Controls between the storage 
reservoir and the well site. R w e  estimated the 1978 replacement 
cost tor the controls to be $1.500. Trending this cost back to 
1976 results in an original cost of $1,312 (1,500*154/1761. 

Rove also estimated the 1978 replacement Cost for the altitude 
valve at the reservoir to be $3,364. Trending this cost back to 
1976 results in M original cost of $2,943 (3,364*154/176). 

- The but ess office interior finish was 
installed by Leisure personnel. Tke $19,879 replacement cost was 
based on the total of all invoices Lor material 'and labor 
associated with finishing the office multiplied by the Engineering 
News Record construction index, which Is 1.16. Therefore, the 
original cost for the office facilities is $17.093. 

- The 1978 Bishop study estimated the 
Cost 02 six- and eight-inch TW lines based upon the avenge Cost 
of contractor bids f r m  two projects. The price oE the second 
lowest bidder was escalated by ten percent to compensate for the 
additional overhead associated with working on St. George Island. 
The 1982 study based these Costs upon average unit prices from 
comparable projects bid on a ccmpetitive basis. 

A cost conparison of line prices for the three studies is 
depicted on Schedule 1-D. page 4 of 6. m e n  looking at this 
schedule it should be rewrbered that Mr. Coloney's study includes 
engineering,aad administrative coats: the Bishop numbers do not. 
W e n  if the administrative and engineering cost are added on to Mr. 
Bishop's costs, blr. Coloney's prices are still much higher than 
either Bishop study. The cost of two-inch and four-inch W C  for 
the two Bishop appraisals is the anme, since the 1978 appraisal did 
not provide the cost for either two-inch or four-inch PVC pipe. 

The 1982 Bishop study does not explain why its line costs are 
lower than in the 1978 study. It appears that the 1978 study's 
methodology, in which the cost of the second la, hidder was 
increased by ten percent, accOYnts 201 some of the difference. It 
dces not, however, account for all of the difference. 

The unit cost of the TLD lines could be calculated by using 
the costs from the 1978 Bishop study, the costs f r m  the 1982 
Bishop study, the average cost from both Bishop studies, or the 
average cost f r m  the Bishop and the coloney studies. Mr. 
Coloney's line costs are significantly higher than both Bishop 
studies. ' 

b stated earlier, Leisure's employees installed the TU) 
lines. Since Leisure was developing the island at the same time it 
vas installing water linss, the machinery and manpower to instail 
the lines was readily available. An outside contractor's cost 
would be higher since it would have to mbilire its crew and 
relocate to the work Site. Also, additional Costs associated with 
conatsuction bidding, Buch M bonds, would be incurred. 

We find that taking the average cost frm the two Bishop 
studies is a Eair and reaEonable approach for calculating the unit 
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cost of  the lines. These calculations are depicted on Schedule No. 
1-D, page 5 of  6. 

A water TLD system includes many appurtenances in addition to 
pipe. m e  Coloney study provides an inventory and cost for gate 
valves and fittings with reaction block. The 1978 Bishop study 
includes the coats for gate valves. reducers, bends. tees, and 
plugs. The 1982 Bishop study lumps all of the appurtenances into 
one categozy called fittings. This is the one -nent of plant 
for which there is no way to eaaily compare the three studiea. 

As is the Case with tho TLD lines, then, are mweral 
approschee availablr tm ascertain the original ccat of the 
aDDurtenances. One amroach is to determine the Costs us- the 

~~~~ ~~~~~ ~~~~~ ~~~~ 

1558 Bishop study and-the Coloney' StGy. +he problem with-this 
method is. that the Bishop etudies do not include a category called 
fittings with reaction block as was included in Coloney~s study. 
If the Bishop 1978 appraisal and the Coloney study are used to 
calculate the originaL coat OL appurtenances-, Mr. Colormy's costs 
for fittings with reaction block would. have to be. used. tar. 
Coloner assianed a, rmdac-nt font or? 5183.837 for the fittimr 

Another rnethod is to take the ratio or the cost of fittings to 
the cost of lines from the 1982 Bishop Study, and multiply the cost 
for T6D -+ t h i m  ratio. We find that this mathod is a fair 
and reasonable approach. since over half DL the TLD system was 
constmcted by 1982. We have Calculated that the ratio of the 
replacement coat of fittins. to the replacmat cost of the TLD 
system in the 1982 Bishop study is 11.11 percent. Multiplying the 
original cost of the lines by 11.11 percent, re find that the 
original cost for all of the apgurtenaucea in  $92.780. Rle costs 
for the TLD system and its appurtenances within the state park are 
not included in thie Calculation. 

&.r&fa - The Coloncy study, with the sixteen percent 
reduction fm Order No-lu22. shoulb be used to datemine the 
original cost for ssrvices. The Coloney study prwidee a detailed 
analysis of the coets t o  install c w t m m r  sensicas. m e r e  i a  no 
evidence in the record which conflicts with these costs. The 
Coloney study indicates that, aet of 1982, the cost Lor a custmer 
service was $259.51. The 1982 Bishop atudy estimated the cost to 
be $250. m e  Coloney study also indicates that 143 s/a-inch 
custc8ner services were installed as of 1982. The 1982 Bishop study 
indicates that 141 5/8-inch c u a t m r  services were installed. 

- We find chat the Coloney 
study. with the sixteen percent reduction frm Order reo. 21122. 
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should be used to determine the original cost of meters and meter 
installation. The Bishop studies do not provide any costs for this 
plant component. 

EydrmLa - AS discussed aboM, the number O f  hydrants included 
in the Coloney study is incorrect. Eighty hydrants were connected 
to the System 68 Of 1988. We have Utilized thR Same methodology 
used to deternine the original cost of the TLD lines to deternine 
the original C O ~ L  ot hydrants. In other words, the unit cost of 
the hydrants is the average Ot the Costs from the two B i s h o p  

c 

d ' studies. 

- There are also engineering 
and administrative costs associated with the construction'of a 
water system. m e  Coloney study included such costs but did not - 
discuss how they were determined. m e  1918 Bishop study indicates 
that the actual engineering cost for the System was $58,065. or 8.1 
percent of the original cost. It also estimated the adninistrativef-d- 

The 1982 Bishop appraisal astimated engineering costs. to be six 
percent of the replacement cost. It also estimated the 
administrative Costs to be 575,000, or 5.7 percent of the 

\ t3u 

costa to be six percent of the replacement cost, excluding land. 

replacement cost. 

Based upon the Bishop reports, w e  find that six percant ie a 
reasonable allowance for engineering coets, and six percent for 
administrative costs. We have not included these costs for land, 
or for the auxiliary generator, services, meters, and meter 
installation. which Costs aro bamd upon the Coloney study. m. 
coloney included or should have included these costs in his 
calculations. 

Concluefon. 
Based upon the evidence Of record, thepost-hearing filing of 

the parties, and our discussion above, w e  find that the original 
coot of the plant, as of 1988, was $1,182,439. 

The auditor detedned that these design fees had been 
previously recorded, either an an -me or capitalized, based on 

previGUa1y ex&-ensed items. . 
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payable and never entered onto either plant or expense." In 
addition, the llPR0 state that the amOunt 4ma to *Iclapitalize the 
previously unrecorded engineering design fees of Wayne Coloney for 
the elevated storage tank: - 

As pointed out by OPC, the utility has the burden to prwe 
that the fees were previously unrecorded. It did not provide 
adequate support. We have, therefore. remved $21.000 in 
engineering design fees. - 

The Staff audit report indicated, in Audit Exception NO. 7, 
that construction work wae parformed on t h e  Tallahassee office, 
which is pot owned by the utility. The report also suggested that 
these non-recurring imprwements be amortized over the six-year 
life of the leane. 

The utility's response to the audit report states that the 
leasehold improvements are a proper cmponsnt of utility plant, 
according to the USOA - Accounting Instruction No. 18. Further, 
the semice life of the leasehold impr-nts does not d@ on 
the life of the leese and. therefore, the improvements should be 
treated as depreciable plant, as done by the utility. St. Qeorge 
agreed that the cost of the improvements nhould be adjwted to 
reflect only the portion allocated to utility use. 

In its brief, the utility stated that the cost of the 
leasehold improvements to the'building should be reduced .by fifty 
percent to reflect non-utility use. This would result in a 
decrease of $647 to leasehold imppnnremants. 

Based upon our review of the accounting instructions and the 
utility's response to the staff audit, we believe that the 
utility's capitalization of the improvements was proper. Neither 
OPC nor the District presented any t e s t h y  or arguments in their 
briefs on this issue. Therefore. we have reduced capitalised 
leasehold improvements by fifty percent, or $647, to reflect non- 
utility use. We have made no adjustment to accumulated 
depreciation or depreciation expense due to the negligible imount. 
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OPC witness D i s n u k w  testified that, since office furniture 
and equipcent was w e d  by Mr. Brown's affiliates during the test 
year, a portion of the furniture and equ p n t ,  with the related 

allocated to the affiliates. Since there *ere no time records or 
like inf-tion upon which to objectively determine the proper 
allocation. Ms. Di-s allocated ten percent of Account No. 
340.5, Office Furniture and Wipment, to the affiliates. She 
stated that her ten percent allocation was a conservative estimate. 

Utility witness Chase testified that, through its lease with 
the utility, Armada Bay company (ABC) provides office space and 
equipment, with the exception of telephones, to St. George. Ms. 
Chase also explained that che utility employees w e d  Mr. Brown's 
law office line when the utility'o lines Yere not available. 

Mr. Brmm stated that the arrangement for the office space and 
furniture is more than fair. He stated that the furniture referred 
to by Me. Dianrkes is either located on 8t. George Island or in 
storage. Mr. Brom testified that the utility's lease of real and 
personal property and operating agreement shovs that none of this 
furniture is in the Tallahassee office. 

Mr. Sei- also disagreed with Ma. Dismkes' adjustment. He 
stated that the leasehold equipent in this account was already 
allocated fifty percent. He alsc stated that the cDmputer and 
software were indisputably necessary for utility operations. A8 
such, he believes that only the copier should be allocated to the 
utility's affiliates. Mr. Sei- argued that an adjustnant of 
$562. or 6.8 percent of the adjusted average balance of $8.285. is 
an appropriate allocation. 

We agree with Mr. Seidman regarding the leasehold equipnent 
and the canpeer and Software. Accordingly. re have w d e  no 
adjustment for these items. As for the copier, OPC recamands a 
ten percent allocation and St. George rec-ds a 6.8 wrcent 
allocation. Although they are close. neither percentage is based 
on objective data. Accordingly, we shall accept the utility's 
anathod, uhich results in a decrease of $562 to Account No. 340.9, 
Office Furniture and Bquipment. 

accumulated depreciation and depreciat i on expense, should be 

In December 1991, the utility received e Contribution of 
$44,440 f r m  Cwington Properties. It was oot recorded on the 
books until May. 1993, and is. therefore. not reflected in the 
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hooks for the test year. OPC argues that this amount should be 
reflected in rate base. Mr. Seidnun agrees that this is a proper 
adjustment and should be reflected for the full twelve months of 
the test year. We have. therefore, reduced ratabase by $44,440. 

OPC also urges that an adjustmnt should be made to recognize 
a contribution made by the St. George Hc&omera Association in 
1991 to settle two lawsuits hstween the H c m a Q m e r s  and Gene B r o m .  
The settlement stated: 

The Association will pay B r o m  an& Affiliates the sura oC 
$100.000 as... tollom: (a) $35,000 will be paid to 
Stanley Bruce Powell for his legal fee in representing 
Brown and Affiliates in the abwe referenced litigation: 
and Ih) 565,000 will he advanced to the St. George Island 
utility Company, Ltd. to be used strictly for capital 
inprovemenee to enhance and increase the flow and 
pressure of the St. George Island water system, including 
the installatiou ot a new altitude valva an& high Bpsca 
turbine pump pursuant to the recaImIendatione 0P 
Baskemille-Donovan. the utility’s erqineen. 

M8. Dismukes testified that the $65.000 should he treated 
either as cost free capital and included in tho Capital etNCture 
at zero cost, or as a contribution. Staff witness Gaffney agraed 
with Ms. Dismukes that the $65,000 is CIAC and shatld’have been 
record& as such. 

The utility disagrees with treating the 565,000 as CIAC. It 
argues that, under the esttlement, the 565,000 was intended =an 
advance. Mr. Seidman contends that the intent was for B m m  and 
Affiliates eo advance and nor donata the funds to the utility, so 
that it could-ll~v~ Lo- witb ita capital WrovamIts. 

~ r .  Brown testified that when the money ~RUI received by B r o m  
and Affiliates, it was loaned or *advance& to that. George Island 
Utility Co.’ aa specified kr the agreement. He further argued that 
it would be unreasonable and punitive to arbitrarily treat this 
565,000 as a contribution without any damonstration that that was 
the intent Of the parties. - 

Mr. Sei- noted thaL, under the agreement, no mDTe than 
55.000 would have heen available during the test year, because only 
Qrn nnn w a s  to he received hv the end of 1992. and 535.000 was ___,_____.___. . ._  ~ 

c d t t e d  to paying the attnik. He arguad &t the utility did 
not receive the full $65,000 until SeptslPber 1, 1993. HOrcMr, M. 
Seidman acknnrledgea that he never consulted Mr. Bmm to find out 
when he receive& the money, but derived this information from the 

Bettl-nt agreement. He also teatiCied that a letter trm John 
Cullen indicates that, on or before January 25. 1993, Mr. Brown had 
assigned the right to receive payments to scmeone else. He also 
agreed that if the utility received the monies during the test 
year, the entire $65.000 should be treated 118 an advance. , 

Since the utility w a s  not a party to the lawsuit. we do not 
believe that it would he appropriate to treat the funds as CIAC. 
Mr. Seidnan testified that the intent of the agreement was for 
B r o w  and Affiliates to advance the funds to thrutility. As the 
utility failed to demonstrate that the $65,000 was not received 
during the test year, w e  find it appropriate to treat the $65.000 
as advances in the utility’s rate base. 

In addition to these two adjuacmants, M8. Gaffney suggested 
that CIAC should he increased by $45.600 to impute CIAC on30 lots 
not recorded at the required charge. Her analysis ot CIAC revealed 
that ths utility had thirty mora connections listed at 5500 than in 
the prior audit; AccordiG to Ms. GaCfney, these connections were 
not recorded until October, 1991. By Order No. 21122, issued April 
24. 1989, we increased the utility’s service avaflahility charge by 
$2.020 pes connection. 

In its response to the audit, the utility state& that, eve* 
though the fee. wen record& on the books in 1991. the - t a r s  
actually cormectsb prior to 1987. The utility argues that its CIAC 
records are accurate an& that there is, therefore, na basis cor 
imputing further annmts. The utility included an exhihit in Which 
it identified thirty lots that were M t  found in the prior audit. 

The record support.a the utility’s argument that it properly 
recorded the comet atmuzit of CIAC 011 the thirty lots in question. 
Accordingly. we have made no further adjustmanta- 

Ms. Dismukes, testified that, to he consistent with her 
recomnended adjustment to increase revenues and expenses to a 1993 
level, rats base should alno be adjusted to an average 1993 level. 
Ms. Disnukes  made her adjustuents by taking the difference between 
the 1992 adjusted utility balances in the hms and the balances 
frm the 1993 general ledger. 

MS. D i m u k s s  testified that her proposed negative adjuatment 
of $19~1,062 to rate base is primarily based on a substantial 
increase to CIAC. She adjusted the following it-: 
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Plant in Service 
Land $ 11,086 
Accumulated Depreciation S 169,870) 
CIAC S 1267.148) 
Accw. Amortization of CIAC !i 28.542 
Advances for Construction a-LLzz5 - . Total uXuL62L 
Ma. Dismukes also pointed out that, even with 1993 additions 

t o  plant in senrice. CIAC still increased substantially. Ne note 
'that Ela. Dismukes' adjustment reflects a full year for 1992 
additions. The utility's rate base for this case was a beginning 
and eLd of year average, allowing only a half year for additions. 

OPC further argues that, even if we do not adopt Ms. Dismkes' 
adjustment, we still need to make two adjustments. First, OPC 
argues that we should r m  a $10.875 investment in sheet metal. 
The utility agreed in an interrwatory response that this cost 
should not be included in rate base. It also contends that 
depreciation must be adjusted to reflect Class B rates. 

Wr. Seidman testified that hls. Disnukes' adjustments introduce 
substantial revenues with no regard for growth  in plant or 
expenses. He also stated that Ms. Dismkes' recoanended level of 
expense is below the actual level of expenses incurred in 1992. 
Mr. Seidman further argued that the utility's ability to prwide 
quality service nay be jeopardized if her adjustments are accepted. 

We agree with OPC that rate base should be adjusted to reflect 
1993 levels. This is consistant with our decision. discussed m~'e 
fully below. to uatch 1993 revenues with 1993 and 1994 pro t o m  
expensea. We have added $10,875 to accmnt for the investment in 
sheet metal. We have also adjusted accmlated depreciation to 
reflect the use of Class B depreciation rates. Accordingly, we 
find that the following adjuetments are appropriate: 

Plant in Service S 115,428 
Land $ 11,086 
Accumulated Depreciation S 159.543) 
CIAC 
Accw. Amortization of CIAc 
Advances for COnStNctiOn 

Total 

$ 104.553 

,. ... 
$1267.148) 
S 28.542 u suiu§u 

v. 
Using a beginning and ending year average and the adjustments 

discussed above. we find that the appropriate rate base, for 
purposes of this proceeding. is $247,876.- 

Our calculation of the appropriate cost of capital is depicted 
on Schedule No. 2-A. Our adjustments are depicted on Schedule2-B. 
Those adjustments which are self-explanatory or which are 
essentially mechanical in nature are reflected on that schedule 
without further discussion in the body of this Order. 

Due to an accumulation of net operating losses, negative 
retained earnings more than Offset any equity invesCment in the 
utility. This substantial amount 0f.negative equity is offset by 
long-team and short-tern note8 from both related and unrelated 
entities, and a ma11 auiount of custaner deposits. As a result, 
the capital Structure is made up of long-term debt: short-tern 
debt, and cust-r deposits. 

Ms. Dimukes recollmanded that a note between the utility and 
Alice Melton, M. Brown's late mother, be removed from the capital 
structure. This indebtedness arose w t  of a suit against Leisure, 
the Utility's general partner, and its affiliates. inchding the 
utility, by Pruitt. Humphress, Powers &Monroe Advertising Agency, 
for monies owed for advertising services. This lawsuit resulted in 
a judgement which was subsequently purchased by Ms. Melton. m. 
Disnarkes argues that the note should be remved f r m  the utility's 
capital structure. 

According to M. Brown, the utility was assigned this 
indebtedness in exchange for Leisure reducing the amount of debt 
the utility owed. The interest rate on the debt owed by the 
utility to Leisure is six percent. The interest rate on the Melton 
note is twelve percent. Ms. Di&kes, therefore, reccnmends that 
if we do not adopt her primary reconmendation to remove the note, 
we should ?educe the interest rate on the note to six percent. 

Although the circ-tances that gave rise to the Melton note 
appear to be unrelated to utility operations,' the utility insists 
that the debt exchange occurred. Therefore, we are reluctant to 
remove this note from the capital structure. However. we also 
agree with OPC that it would be unfair to require ratepayers to gay 
a higher overall Cost of capital because the utility exchanged 
lower coet debt for higher cost debt owed by one of its affiliates. 
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Accordingly, we shall include the Melton note, but at six percent 
rather than twelve percent. 

Ms. Dismukes also recollrmende that -only include the short- 
term debt that currently exists on the utility's boob. At the 
hearing,. Mr. Beom agreed tbat ths utility ham retired the notea to 
Fleet Financial and Sailfish Enterprises. After rcmoving these fro 
notes. the enbedded cost of short-tern debt drops to 9.90 percent. 

The cost rate Cor custazwr deposits was specified in 
Stipulation 18 to be set in accordance with Rule 25-30.111, Florida 
Administrative Code. 

While holding the customer deposit balance constkit, w e  have 
made a pro rata adjusmsnt over the remaining sources of capital to 
reconcile the capital structure with rata barre. With the 
adjustments discussed above, the embedm costs of long- and shart- 
term debt are 7.29 psrcsnc and 9.90 percent, respectively. 
cvstaner deposits are included at six percent. Accordingly. w e  
find that the weighted average Cost of capital is 7.35 percent. 

Although the utility docs not have a positive equity balance. 
a cost of comon equity capital should ba established. ma parties 
agreed i n  Stipulation 19 that the cost of coaa~n equity capital 
should be set using the leverage formula in effect at the time of 
our decision on this matter. The stipulation also specifies that 
a range of plus or dnus 100 basis points be established. Based on 
the nininnun equity ratio recegnized in tba leverage f o d a  
approved in Order No. PSC-94-1051-WP-119..is~.d August 29, 1994, 
the cost of cumon equity capital is 11.34 percent with a range of 
plus or minus 100 bnsis points. 

The rate is six percent. 

- 
our ca1culacion of net opssatiag income is depicted on 

Schedule No. 3-A- Our adjustments are itemized onschedules Nos. 
3-8 and 3-C. Those adjustbntn which are self-explanatory or w h i c h  
are essentially wEhPnica1 in nature are reflected on chase 
schedules without further discussion in the body of this Order. 

This issue arose because ot  a relatively large increase in 
operation and maintenance (Orsl) expenses frca Docket NO. 930770-WU. 
which waa diamissed due to pmcedural e r m n ,  and this case. "c? were baaed upon the S a m  test year. According to Ma. Dimnukes 
c-rison of the t*rr cases, while the utility's rate base 
decreased by $12.047 and its revenue9 stayed the some, its O W  
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expenses. increased by $207.125. Ms. D i m k e s  attributed moet of 
the increase in Om expenses to pro forma expenses. 

The utility argues that, since w e  dismissed its application in 
Docket No. 930770-1117, the expe~em requested therein were never 
determiqed to be appropriate. Mr. Seldman testified that the 
decreases in rate base were prhrily related to a decision not to 
capitalize test year labor.-a correction to a plant account. and 
the removal of deferred debits for rats base. He further explained 
that the increrse in O W  eaQeases w a s  due to Hr. Brown's ability to 
more fully evaluate and consider the ongoing expenses. Ur. SsiQMn 
admitted, however, that the ditfannce between the two Lilings is 
due largely to the increase in pro forma adjustments. 

upon coMidcntion, the record dose not support an adjustment 
based only on the contrast between the adjuatmnte in this case and 
the prior case. 

Hs. Diemu*es also caapared the utility's expenses ta those of 
other Cla6s B utilitien in tha state. The first comparisou 
contrasted St- aaorge w i t h  Jaamine Lakes Utilitiea Corporation and 
Mad Natter Utility, Tec. The reasons for canparing these utilities 
we- that each had recently M a  rate came before thie C d s s i o n  
and, according to Ms. Diamkee, these utilities are similar in size 
to st. George. Her analysis revealed that, w e n  though St. George 
is the d l s s t  ot the three ccmpaniea. its level of expenses is 
considerably higher. Her calcuIatiom% disclosed that w e  all& 
Jasmine Lakes and md Natter to recwer total 0- expenses of $209 
per equivalent residential connsction IRRCC) and $162 per RRC, 
reapectively, as c- to St- George's request for $547 per EUC. 

M.. Diamkem then complnd the utility's OyTexpensss with all 
other Class B utilities regulacedby this Cmission. Her review 
damnstrated Chat St. Qeorge ranked significantly higher than m a t  
Class B utilities in total 0- expaMss p r  custamar. St. George's 
requested O m  expensea equate to $541 per custmer, conpared to a 
$183 m r  CYstcmOr average. Witness Di(rrmkes Contends chat While 
there are differences between utilities. the magnitude of the 
disparity should alarm t N s  Ccudasion. 

m. Seidman testified Chat using raw data provides no 
information upon which to make a valid ccnpsrison of the costs to 
optrate d o u m  sy#tew. Further, it provides no infomation 
regarding salary levels, job descriptiom, or the similarities or 
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Ms. Dimnukes argued that, unless we m e  her recmuended growth 
adjustaants, any revenue increase m l d  be established based upon 
1992 revenues and investment and 1993 or 1994 expenses. In other 
words. a mismatch would result uhich might significantly overstate 
the colapany's revenue requirement. MB. DiwIukes eaplained that the 
utility's revenues increased in 1993 by 135.094. She nude four 
adjustments to - ~ e s  So racognize the increase in custamers and 
usage betveen 1992 and 1993. All the other expenses had been 
adjusted by the company by its pro forma adjustments to reflect a 
1993 or 1994 level of expenditures. 

Ils. Dimnukes stated that according to the utility's respnse 
to an OPC interrogatory, the utility's customers increaeed by five 
percent between 1992 and 1993. Using the fivepercent growth rate 
and a three percent inflation rate. Ms. Dimkes increased 
chemicals, materials and snpplies and miocellaneous expenses. This 
resulted in increases of $271, $1.246 and $940. respectively. She 
increaeed purchased pmer by only five percent, or $908. because 
electric ratea are largely fixed. In total Ha. Disnarkes increased 

dissimilarities of any other factors regarding other Class B 
utilities. 

Ms. Dismukes admitted that other factors such as the size of 
the distribution and tranamission system, the configuration of the 
rerritorv. the nunber of aallone uumced and treated. the mhvaieal 

cuatm~rs, and the degree of conplhae with DBP regvlations might 
be relevant considerations in determining a utility's -rating 
COSt8.j Howwcr, witness Dielrmkes stated that none of her 
adjusrments were based solely on her caparisons. 

$on consideration. its does not appear that the use of raw 
data tomake adjustnents to O W  expenses, without consideration of 
all factors which may differentiate this utility, is appropriate. 
Accordingly, we decline to nuke any adjutmenta based upon this 
comparison. 

of Rev- 

Aceording to Mr. Seidman. the utility chose to use a historic 
test year, with pro forma adjustments that it believes are 
necessarv to serve the existina custmmra. Mr. Sei- emlained 

because the utility-has been -rating at a loss ind couid not 
afford such expenditures without corresponding revenues. 

Mr. Seidman acknowledged that. even though the utility was 
given revenues in the last rate h e  to cover certain axpensas, it 
did not always use the revenues for the intended purpoee. Mr. 
Seidman explained that what wan important wan not whether the money 
was spent on a particular item but that the utility had an 
operating loss since 1987. 

Ms. Dismukes testified that the utility used a 1992 test year 
when a 1993 test year might have been more appropriate. The 
utility's filing included pro fonw adjwtments for expemes that 
were not incurred in 1992 or to date. She explained that these 
expenses were anticipated to be incurred in 1993 or 1994. Ils. 
D i m k e s  believed that the 1992 test year should be updated to 
reflect 1993 revenues, expnses and rate base. 

MS. Dimkes' reason for making the abwe adjustments instead 
of completely revising the test year WM two-fold. Pint, her 
methodology avoided the confusion of detelmining which expenses in 
1993 were pro form adjustments to 1992. Second, her approach 
avoided the problem of having an unaudited test y-. 

expenues by $3,365. Mi. DisnWres also adjusted depreciation 
expense to rsflact average 1993 investment and Class B depreciation 
rates. for e reduction of $9.801. 

Mr. Brown disagreed that revenues should be adjusted to 
reflect 1993 levels. He stated that the pro fonna adjustments had 
nothing to do with growth or incraaeed demands on the system. Mr. 
Brown further stated that the pro forma adjustments are sinply 
known and measurable changes which reflect expenses thatcshould 
have been incurred in 1992. 

Mr. Sei- arguad that no gmuth adjustments were needed 
because the utility filed a historic test year with pro foxma 
adjustments. Mr. Seidman explained that it was not the utility's 
intent to bring ite expenses up to 1993 or 1994 levels. With the 
exception of a cost of living adjustment to salaries, the utility 
requested the pro forma adjustments to bring 1992 expenses up to 
the level necessary to serve the 1992 cwtaners properly.' 

Mr. Seidman stated that the ability to revise a test year 
after the rate amlication might result in a dismissal. because 
introducing matefial not subj%ct to audit or discwej m y  bo 
construed as prejudicial'to the parties. He further Stated that 
Ha. Dismkes' a m t h  adiuswents add substantial revenues and 

year, w i t h  no COndideFatiOn to th'e additionai plant necee;iary to 
serve the additional custaners. 
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The utility in this case has relied on a historical year with 
numerous pro forma adjustments. If the adjustments to the test 
year were few and resulted fmm changes h Y  creamant or 
regulations, we would be more willing to accept the test year as a 
whole. A 1993 test year would have been more reasonable given the 
date the rate case was filed. As such, we agree w i t h  Ms. Dimnukes 
that a mismatch would occur it all other conaonentb such as 
investment, revenues and expenses are not updated. 

We have already approved a growth. adjustwnt ot $115,428 for 
1993 plant. Using an composite rate of 2.86  percent, this 
increases depreciation expense by $3,301. Ma. Dismukes' 
recommended adjwtncnt to change the depreciation rates to Class 8 
rates was stipulated by the parties. We have adjusted Ma. Diwarkes 
recommnded growth adjustments for nuterial and supplies and 
miscellaneous expenses to reflect other adjustments made. We h a w  
also reduced laaterials and supplieaby $4,S5l for Audit Exception 
No. 22. We also. find that the revised growth adjustment should be 
$858. instead of $1.246. Finally, we have adjusted the 
miscellaneous expense balance f m  $24.122 to Sl5.826. The growth 
adjustment is $1,266. 

Based upon the. record and our discwsion above: w e  f M  that 
the 1992 test year should be updated to include grMbadjusement8 
of $35,094 to. revenues,. $3,303. to O i n  expensas and $3.30L to 
depreciation expuss. - .  . .. . .~~ 

~ r .  Brown, the wnager and effective owner of St. George, is 
associated with eight other affiliatss. These affiliates operate 
out of the same office.. M the utility. Only tro ot the affiliates 
have significant operations: ABC and Ih. Brown's law practice. 

m. Dimnukes stated that, although the utility assigned a few 
costs to non-utility entities, a d d i t i d  allocatiOnr arineeded to 
account for SerVicesperfOnmd by utility pornomeLfm affiliatas. 
Ms. Dimnukes allocated $3,320 in aalaries and related p~yroll taxes 
for the utility's bookkeeper and office staff, a mduction of 
$3,546. For ha-91th bencfiis. lg. D-m allocated ten percent 
for the bookkeeper and twenty-fiCe percsnt form. chwe, renulting 
in a reduction of 31.160. Further'. m. D-ss Il1oc.t.d ten 
percent of the miscellaneous and Storage space expenme, or $2,165 
and $117, respectivsly. Finally, she allocated forty parcent of 
the Tallahasses office rent expense, a reduction of $3,600. 
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Mr. Sei- agreed to tb~adjustnent for Ms. Chase's health 
benefits. He disagreed, however, with the allocation for the 
salaries of the bookkeeper and ataff assistant. The bookkeeper and 
the staft assistant indicated that answering the non-utility phone 
were done as a courtesy and mat a6 part of their job. In addition, 
Ms. Chase testified that Ulare calls are m l l y  utility related. 
Mr. Ssidman state that any errands run for affiliates were 
perfomad in conjunction with errands planned for utility purposes. 

Byorder No. PSC-93-0295-WP-W9. iseued February 24. 1993, the 
C d s s i o n  found it appropriate to allocate a portion of salaries 
for Mad Hatter Utility, Inc., to an affiliate because the utility 
had not kept t h e  records. Mr. Seidrfmn did not take exception with 
that decision. Hovever, he argued that, in this case, utility 
enployees do not perfom sufficient duties for affiliates to 
justify any allocatiw, much less a m  allocation of ten percent.. 

Ms. Chase testified that St. George i s  probably Mr. Brown's 
largest client in hie lawpractice. Accordingly. she agreed that 
a portion of the tole- bill should be allocated to his law 
practice. 

Ih. B m m  testified that affiliates do not use any utility 
asseta or personnel except as set forth io am operating lease 
agreement. The agretnurnt requires that St. George pmvide Rsc and 
its affiliates uce O? its fax and'copy wchinca- In addition, the 
agreamnt states that utility employees shall answer affiliates' 
telephone calls when needed. Any other incidental services 
provided to ABC and other affiliates are -red by the 
consideration6 pmvided under the lease. 

Mr. Bxonn's law office is located upstaire f- the utility 
office. Although Me. Chase occupies a portion of the upstairs 
space, He. Dismukas  believes that there is sufficient for Ms. 
Chase downstairs. Ms. Dismukes. also teetified that Mr. Brown's 
office includes a firenlace and dormer windows.  which should call 

The utility's share of thu Tallahassee office rent is $750 of 
a total of $900 per month. w h i c h  implies that seventeen percent is 
being charged to the affiliates. Ma. Di-s believes that forty 
percent of the utility's 5750 monthly rental expense should be- 
allocated to affiliates. Ma. D i m k e s  testified that the utility 
would h a w  four desks available for utility employees in an area of 
750 square feet. In addition to the deaks, there is a copier, 
filing cabinets, and a fur machine. Me. Chase testified that there 
is only enough space dOmstairs Cor three utility employees and a 
consultant, rho works part time. In addition, she stated that 
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there 1s only one telephcme line to handle utility business and 
that the 1au office line ie also used for utility buainess. 

MS. D i m k e s  admitted that the utility paid for maintenance of 
the building but the exparue -8 not in her allocation. She also 
stated that she did not perfom an analysis of the market rate for 
office space similar to the space occupied by the utility. She 
agreed that the rent per square foot under her scenario would run 
a little over $7 per m t h .  She also stated that the lease- 
purchgse option uould cost an utra $6 per month per square foot. 

&. Seidnan disagreed with allocating fifty percent of the 
tota1;rental amount because that amount would include fitty percent 
of the estimated ed valorem taxes, one-twelfth of the owners 
Association dues. plus applicable sales and use taxes. He stated 
that such an adjustment would allocate costs contemplated under a 
third party lease-purchase agreement instead of M e  actual mnthly 
rent expense of $750. Mr. Seidnan testified that a comparable 
rental rate auld be $10 to $U per square foot and that, Ms. 
Dismukes' recaanended rental rate of $7.20 per square foot was far 
belov market sate. Mr. Seidaw also suggested that a rent expense 
of $7.20 pez square foot uould encourage Aamda Bay to look for 
another tenant.? Mr. sei&un also argued that, despite the non- 
am-length nature of the lease-purchaae agreement, the requested 
rental rate is reasonable. &. Sei- rould apparently have ua 
believe that ABC and the utility operate independently in the 
marketplace for determining the appropriate 1eve.l of rent expsnse. 

We find that ~adjustmenc is Mcessary to reflect the sharing 
of expenses between the utility and its affiliates. The statements 
that these transactions may have been done on a courtesy basis i s  
not convincing. Even if the utility ha6 an operating lease 
governing these acts, it is not appropriate for utility employees 
to provide free services to its affiliates. Therefore, some 
allocation Of cciuwn costs is required a0 that the ratepayers do 
not pay for non-regulated services. 

Upon consideration, we find that Ms. Dimukes' ten percent 
allocation of salaries and wages, payroll taxes, bookkeeper's 
health benefits. adjusted miscellaneous expnse, and storage space, 
is an appropriate allocation. The total reduction for these items 
i s  $ 5 . 7 8 8 .  We also find that a twenty-five percent allocation to 
Ms. Chase's health benefits is appropriate. for a reduction of 
$900. Finally, we find that forty percent of rent should be 
allocated to affiliates, for a reduction of $3,600. These 
allocations result in a total reduction of $10.288. 

. 

v 
According to its KFRs, the utility requested the following 

salaries and wages expenae: 

CIJmlmT - 
zm mWAL 
BppHa a4ma 

HLLS 19.800 20.000 

S E m  lLL.?s 2L.D.Q 
SiaQ - -8 5.5ll' 24,000 

GABRxlT 25,330 32.500 

%m?locu only 18 weeke during 1992 

Additionally, the utility requested onepart-tima office stafferat 
$12,480, anda second field assistant at $16.640. 

Ms. D i m k e s  argued that, since the test year, the utility 
increased the salaries of Mr.  Garrettby thirty-nine percent, Mr- 
Shiver by five percent, n w .  Hills by seven percent, and Ms. Chase 
by fifty-one percent, levels which she believes are excessive. She 
testified that, in two recent water and wastewater cases, the 
C d s s i o n  held pay increases to less than iive percent. MS. 
Dismkes adjusted salaries to reflect increases of five percent. 

Since the second field assistant only worked part-time during 
the first part of 1994. Ms. Dismukes adjusted his salary to a part- 
t h  level. Ms. Dismukes agrees that a full-tima person might be 
needed during sumMr mnths; however. she believes that he is only 
needed on a part-time basis during the remainder of the year. 

Mr. seidman agreed that y increases should be limited to 
increases in the cost of livgg. Hnnvar, he argued that nr. 
Garrett's and Ms. Chace's test yeax salaries are not ComnensuRte 
with their level of respomibilities, length of service, or 
knowledge of the utility. 

According to Mr. B m m ,  the pay raises were made to keep up 
with the cost of living and to maintain employee morale. He added 
that the Rises had been prclnised for s u e  tima, and that they were 
necessary to keep expBrisnced employees. Pureher. he stated that 
the increases were actually modest, considering that these 
employees have not had a pay increase since they were hired. 
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Mr. Garrett testified that the utility has always needed a 
second field assistant. He stated that there are an increasing 
nunber of other duties which de!nand his attention, euch aa DSP 
testing, technical bookkeeping, the cross connection control 
program, the system audit, the leak dstsction program, nmter 
testtng,. and updating system maps. He also stated that one of the 
field assistants has electrical experience and the other haa 
experience in carpentry. which reduces the coste ot repairs and 
maintenance t o  the utility. 

Mr. Garrett also argued that the second field assistant is 
needed OD a full-th basis because lins flushing, which takes 
considerable t h ,  is even more important in the winter months, 
when the system is used less. to control the buildup of HzS. He 
also stated that the utility enphasizes rqainr and maintenance, 
meter testing, and updating the system maps during that time. 

we agree that salary increases should be carmeneurate with 
increases in the cost of living. It apptars, homer, that s m e  of 
the test year salaries were lass than adequate. given the knowledge 
and responsibilities of the mspective erpl0y.u. WS, theratore, 
find that the requested salary increases are reasonable. W e  also 
find that two tull-tim field aesistante are needed to keep up with 
the increasing work load. Accordingly, we havsmade no adjustments 
to salaries and wages. - 

Mr. B m w l  testified that the utility has SMCtad a pension and 
profit sharing plan, effective January 1, 1991. The plan calls €or 
contributions eaual to five vercent of a aualifvino ~ l o v e e ' s  
g a l a x y .  IDS piriancial ssrvici rill adminisier, thb +mi& blan. 
The m u n c  of ehe pro form pension expense is $6,156. 

Ma. Dismkes seconnended against allowing the pension expense. 
She is concerned that the utility has no legal obligation to 
contribute to the pension-plan and that, it the penaim expense is 
allowed, the utility will not make the appropriate contributiona. 

Mr. Seidman believes that the pension plan will allow St. 
George to retain good employsek He atated that the utility has 
instituted a qualified peheion plan and hae made the initial 
contribution to it. 

W e  echo m. DimINkes' concern. Aa discussed mors thoroughly' 
elsewhere in this Order, expenses allowed in the last rate w e ,  
such as insurance and ad valorem taxes, were not always used for 
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their intended purposes. Accordingly, although w e  will allow 
p m  forma pension e*pense of $6.156, S t .  George shall submit 
staff. virhin ninerv dsve. evidence that it hae established ___._, ~ .-..-- ' .~._, . .~ 
externally managed pension plan. Further. it shall be written intd 
the plan that, should the-utility fail to properly fund the plan. 
the pnqion manager shall inform this C m i s s i o n .  

The utility also requested $25,200, which represents $300 per 
mnth for seven aployees, for health benefits. Hs. Dismukes 
argues that the utility does not require any proof that the 
employee actually used the $300 f o r  health insurance. she also 
argued that the utility should only provide health benefits to its 
four full-time salariedemployecs. Pinally, Ma. Dismukes claimed 
that Mr. Brom should not receive health benefits, since he is an 
employee or ABC. not the utility. Mr. Seidman agreed w i t h  all of 
Ms. Diwukes' adjustments. 

We also agree with Us.. Diemukes" adjustments. Accordingly, w e  
have reduced the utility's haalth bene€its allowance by SlO.800. - ,. 

OPC witness Dimukesauintah that the utility submitted only 
one bid to eupport itS.requsst of $36,502 for general liability, 
workmen's compensation, am% property insurance- She reemrends 
that w e  disallow the entire ewe- hcause the utility has not 
maintained this type of insurance in the pet. 

tar. B r w  stated that insurance is necessary to pmtect the 
interests of the utility and its CustcIWts. He ala0 admitted that 
the utility has not been contirmously cowered for general liability 
or worlrmen's colnpensation inmuance since the last rate caee. 

Although St. George pmvided insufficient evidence of 
coverage, we believe th.t it is of vital importance that this 
utilitv c a m  insurance coverage. In its mat-hearing filings, St. 
George- stat& that total &ransa coses should be redcced by 
$23,799 to reflect the actual coate of the insurance policies. 
Accordinmlv. w e  find that the ano-riats -ne of insurance 
e-nse :<$12,703. However, S t .  0'ebrg-e shall, within ninety days, 
mhit to this c&ssion copies ot its insurance contracts andlor 
policiea, as roll as canceled cbeckr. HDraover, the utility shall 
pay its insurance premiw in a t h l y  manner. 

e-nse :<$12,703. However, S t .  0'ebrg-e shall, within ninety days, 
mhit to this c&ssion copies ot its insurance contracts andlor 
policiea, as roll as canceled cbeckr. HDraover, the utility shall 
pay its insurance premiw in a t h l y  manner. 

Ia its MFR's, the utility requested annual transportation 
expenses oC'$15,600. This included an allowance of $5.200 for Mr. 
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Garrett, $2,600 for Mr. Shiver, $2,600 for Ms. Chase, $1,300 for 
Ms. Hill, and $3 ,900  for Mr. B m m .  Mr. Garrett and Mr. Shiver are 
full time field employees assigned to St. George Island. Ms. 
Chase, Ms. Hill and MI. Brown all work in the Tallahassee office. 

Ms. Dimkes testified that the mileage estimates for the 
office-workers appear high. She recolmaended that we disallow the 
expense for Ms. Chase and Ms. Hill because they did not maintain 
records of their travel. She also argued that we should disallow 
the expense for Mr. Brown because he is employed by ABC, not the 
utility. Mr. Brown admitted that neither he nor his slnployees were 
requirpd to document their travel. Homer, he argued thut, in his 
opiniop, the travel allowances are reasonable. 

The utility does not own any vehicles. According to Mr. 
Garrett, " IMr. Brown] promised that if 1 would go and buy a new 4- 
wheel drive tmck in mv name. that he would Dav me an ademuate ~~~~ .~~-. ~~~ ~~~~~ ~~ ..... _._ . -.. 
transportation allowance of $200 per week to ;&r~ the wea;~&id 
tear on the truck, insurance, maintenance and other expenses OE 
using my new truck on water cmpany business.. 

Mr. Brown testified that W .  Garrett's truck is used as a 
utility~vehicle and that, when-*. Girrett is not using it, other 
employees might. However;he agreed that, if Mr. Garrett were to 
leave his employ. the utility would have no interest in his truck. 

-Mr. Seidman argued that, if the utility owned its own 
uehicles, .the cost to the company would be about $18.100, or about 
52.500 mre than the -unt reouested.. Mr. Seidman's conurarison 
a&ais reasonable, except fog the insurance expense, which Mr. 
Seidman estinated at $1.600 per year per vehicle. 

MI. Garrett also testified that conditions on St. George 
Island warrant a larger transportation allowance than the standard 
IFS or state allowance because of salt air, sand and other adverse 
conditions. Mr. Garrett suggested an allowance of $0.40 per mile. 
Mr. Garrett kept track of his'mileage for one m t h  prim to the 
hearing. Prom these recorda, it appears that Mr. Garrett dmve 
2.381 miles over thirty days. At $0.40 per nile. his travel 
allowance for that wnth would be $952. The utility requested an 
allowance of approximntely $400 per month. 

OPC reccmrends that we only allow half the requested travel 
allowance for field employees. According bo OPC, .the C d s s i o n  
should not reward the Company for p w r  management practices by 
allowing a travel allowance for undocumented and Unsubstantiated 
mileage.. Although OPC's argument has merit, we do not believe 
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that it would be fair to penalize field employees for management's 
decision not to require records. 

Upon consideration of Mr. Garrett's testinony regarding the 
conditions on St. George Island and his one-mnth travel records, 
it appears that the requested transportation allowance for field 
employees is reasonable. However, these employees shall maintain 
travel recordp prospectively so that we uay adequately consider the- 
level of such expenses in future proceedings. 

As for the requested allowances for administrative staff, the 
utility did not provide any evidence to support the requested 
awunts. In addition, Mr. Brown is an Wloyee of ABC, not the 
utility. His travel costs should be borne by ABC, not the utility. 
We have, accordingly, reduced transportation expenses by $7.800. 

-- 

t 
Ms. D i m k e s  reconmends reducing the utility's test year 

expenses by $7,665 incurred to repair the old generator. She 
argues that, since the utility included the cost of a new generator 
in rate base, generator repairs should not be a recurring item. 

Mr. Seidman stated that the expanse .was a normal repair. the 
type of which can be expected to recur, regardless of whether the 
generator is new: He also stated that the old generator was 
replaced because it was struck by lightning and that the repair had 
nothing to do wtth its replacement. Mr. Brown testified that such 
costs were n o d  maintenance items, and that the utility will 
continue to incur maintenance expenses of this nature, whether it 
has a new generator or old. The utility now has two new 
generators, one located at the water treatment plant and the other 
at a well on the mainland. 

Upon consideration of the utility's testimony that maintenance 
can be expected on an ongoing basis, we find it appropriate to 
allow the provision for $2,665 for generator uaintenance: - Only one is in rate base. 

In its WPRB, the utility reported no bad debt axpense; 
however, it requested a pro forma mount of $6.276. ~ s .  Dismukes 
testified that the utility's support for the requested awunt was 
confusing. Ms. D i m k e s  argued that neither Mr. B r m  nor his 
staff could explain the dOcUWIItation used to support the pro forma 
adjustmnt. She stated that the 1992 bad debt adjustment appears 
to be cumulative and not the test year amount. Accordingly, Ms. 
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Dianarkes ret-ndad that we allow $1,569 in bed debt.expenae, an 
amount comparable to that experienced by other Class B utilities. 

Mr. Brown testified that, due to the transient state of m n y  
of the utility's custcwrs, losses from uncollectibles is one o t  
the util.ity's main problems. nr. Brown admitted that he did not 
understand- the bad hebt expanse exhibit. However, he explained 
chat no rule exists to guide munagenbent in determining the amount 
of bad debt exncnme that i n  rearnonabla. Ha ala0 stated that. mince __  _.__. ~ ~~~ ___. ~~~~~~. ~~~~~~ ~~ ~~~ ~~~~~ ~~~ 

Che utility had not adequately evpported the bad debt expense 
requested, he could accept Hs. D i m k e s  reconmended amount. 

Although theutility did not adequately aupport the requested 
bad debt expense, the reccrd is clear that s a w  levelbt bad debt 
expense is necessary. tie. therefore, accept MS. Dimkes' 
recolnnended amount, which results in a reduction of $4,707 to the 
requested amount. - 

In its MFR's, the utility requested an allorance of $12,719 
for payroll taxes and $7.204 for real estate taxes. The Staff 
audit report disclosed an error in the requested amounts. and 
suggested adjusumnts to reduce payroll taxes and property taxes by 
$2,880 and $221, reepectively. The utility agrees with these 
adjusumnts. Accordingly, we tind it appmpriatato reduce payroll 
taxes by $2,880 and property taxes by $221. 

In addition, as discussed abarn, we havs reduced salaries by 
$3.214. M have. therefore, made a correlrpamding. reduction of $332 
to payroll. tams. 

'F 
Hs. Disnukes argued that $1.200 in cellular telephone charges 

for Mr. Brown should be rscnved hscauae he is an slnploye~ o f  ABC, 
not the utility. She ala8 stated that there is no support for the 
utility's claim that Mr. B r o w  Uses the cellular telephone titty 
percent for utility purposes and fifty prcent for other 
activities. 

MS. D i d s  also racammnded that we e l u t e  the expenee of 
corporate filing fees associated with Leinure. She argued that 
Leisure does not provide any banetit to the utility or its 
ratepayers. In fact, OPC suggested that the sole benefit of tbe 
utility's organizational atsucture is to insulate tar. ~ m m  trom 
creditors. She rurther recamended removing $3,544 or nonutility, 

- 
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nonrecurring. and unsupported expenses, and $1,511 of nonrecurring, 
nonutility telephone charges. 

According to Eh. B m ,  one-half of his cellular telephone 
charges is a necessary and reasonable expense. He cited several 
inetance# in which he was only able to be reached via the cellular 
telephone and argued that the cellular telephone helped prevent any 
interruption in service. Aa tor the tiling fees connected with 
Leisure, Mr. B m m  stated that Leisure remains in existence solely 
to serve as general partner o r  the Utility. He further argvee that 
this corporate structure saves the ratepayers on taxes. 

tie find that Mr. Brown's cellular telephone charges shovld he 
paid by ABC. Mr. Brown is employed by ABC and"ABC draws a 
management feu froar the utility. tie also find it appropriate to 
remove the corporate tiling fees. The utility's argument regarding 
the tax savings is not convincing, as other types of entities. such 
as 9 corporations. awid taxes in a similar manner. All parties 
agreed to the ramwel or the $3,544 irr sundry expenses. we also 
agree chat $1.511 in telephone charges associated with I*r. Brown's 
law office, should be ranwed, ae these are either nonrecurring or  
nonutility charges. Thwe adjustments correspnd to a $6.831 
reduction to miscellaneous -ea. 

f Of ti- 

In the utility'e last rate proceeding, it reported unaccounted 
tor water of thirty-five percent. Unaccounted for water is treated 
water which is placed in the distribution system but does not show 
up as prcduct sold or used for saw valid. doclnnented purpose. The 
utility Offered a rmnber o f  reasons for the high level, such as 
theft. unraported use by tho tire dqmrtment. customera flushing 
their om lines, and le-. The utility wan ultimately allowed 
fifteen percent unaccounted for water. 

In this case, the utility reported test year unaccounted for 
water of 15.17 percent. According to the utility, during the test 
year it was in the process of implementing its leak detection 
program. It argues that a substantial amount of the unaccounted 
for water was due to losses through large turbine meters, and that 
scam of che water was metered tvice due to a failed chick d v e .  
The utility also claim that e- of the water wae used by the fire 
departlmt either tor PnCtiC. or for actual fires. 

Utility witness Baltzley. or the PRIU, testified that PRWA 
perfomed a water audit in August, 1993, and recommended that the 
utility: rOWk or replace the check valve on the high service 
pumps; develop a w r e  define3 plan to account for use by the fire 
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department; look for and prosecute water thieves; meter all 
connections on the water system even if the system does not charge 
for usage; and read and record all metered connections each month. 

In response to an interrogatory, the utility cited a lost 
water figure of two percent, which was derived by FRWA during the 
water.audit. OPC argues that, since the utility represented that 
lost water amounted to only two percent, we should w k e  an 
adjustment to the utility's panr and chemical expenses. It does 
not appear, however, that FRWA's 'lost water. is the same as 
unaccounted for water. FRWA's methodology varies f r m  the 
methcdolcgy used to prepare the Mpr(s. For instance. FRWA adjusts 
for meter inaccuracies, both on source meters and distribution 
meters: It also adjusts total gallons pumped. In fact, using 
PRWA's nunbere and our mathodolcgy. the level of unaccounted for 
water froinJuly 1, 1992, through July 31, 1993, w a ~  18.6 percent. 

OPC also recolllwnds that we adjust chemical and purchased 
power expenses for water lost due to tank overflows. The utility 
did not address t h i s  matter on the racord, other than including it 
in the MFRs. It appears that the ammnt, 435,000 gallons, is 
correctly identified under .Other Uses.. Accordingly, we do not 
believe that it is appropriate t o  make this rdjustmnt. W e n  if 
this water is considered as Unaccounted &?or water, it would only 
increase the total fm 15.27 to 15.8 percent. 

Upon consideration. we find that the level of unaccounted for 
water for the test year was 15.27 parcent. We also find that the 
utility has d e  Positive strides toward reducinu unaccounted tor 
water t o  a reasodle level, though there is mm-for improvement. 
Accordpigly. we have made no adjustments for unaccounted for water. 

In its MFRs the utility requested a nunagewant fee of $48,000. 
At the hearing, Mr. Brown revised the request to $42.000. Me. 
Dismkes stated that we should adiust the fee because: MI. Brmm -. . -. .____ .- __ - _. 
did not start keeping t h  records-until 1994; he did not bill the 
utility for ABC's ranagement services; and a portion of Mr. Brown's 
time was spent dealing with problems that were caused by poor 
management practices. She argued that the time needed to resolve 
problems resulting frm poor wnagewnt should be abaorbed by the 
shareholders, not the ratepayers. 

It appears that Mr. Brown's past actions have contrlbuted to 
the financial problcms of the utility. For instance. there were a 
number of instances in which Hr. Brown used utility property as 
collateral to aecure loans f o r  non-utility purposes, Mr. B n m  

agreed that a portion of a $1,600,000 loan frm Regional Investment 
to the utility was used for non-utility purposes. He also 
characterized a $1.250.000 loan between Peoples First Bank and 
Covington Properties as follows: 

The purpose of the loan was to pay a large deht that 
Leisure and I had at Peoples First, and they agreed that 
if we would come in and pay off the debt, they would 
refinance provided we put up additional collateral, 
including the mortgage on the utility company. Which 
turned out to be a fourth or fifth mortgage. I believe. 

He also tried to explain why the utility should be held liable for 
Covington's debt: 

-cause at the time Jumada Bay ras managing Covington, 
and re had a 10 percent interest in Covington, and 
Covington requested that we sign this loan, and in return 
they would pay Leisure's debt off and Covington would 
receive additional funds, as well. But as far as why the 
utility ccmpany should do it, the utility company did it 
because it owed considerable mey to Leisure on a first 
mortgage, as well as several hundred aousand dollars or 
advances since the mortgage. none of which had bean paid. 
and Leisure asked for its assistance in return for 
Leisure not taking any action against the utility company 
on those valid utility caapany debts. 

Mr. Brnm tried to justify mortgaging the utility by stating 
that .if Leisure loses the ability to operate financially and goes 
into bankruptcy or s d c d y  takes over, then they could go against 
the utility c a p m y ,  and probably mould.. However, he was never 
able to demonstrate a direct corre$ation between the utility and 
the debt owed by Covington to Peoples First Bank. Consequently, we 
believe that MI. Brown placed the utility in needless financial 
jeopardy when he used it as collateral for non-utility debt. 

Mr. B r o m  testified that the utility had not paid ad valorem 
taxes since 1989. Be also admitted that the utility has not men 
continuously covered for general liability or workers compensation 
insurance, even though the C d s s i o n  provided an allowance for 
these item9 in the last rate case. The utility also received an 
allowance for a management tee Of $29,765. However, the utility 
has bean paying Mr. Brown, through ABC, a managewant fee of 
$48,000. In other words, Mr. Brown chose to pay hilaself in lieu of 
tax- and ineurance. We note that Order No. 21122, also required 

- 

, 
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SGI to maintain or acquire the services OE a manager that 
has experience in water or sewer operations, or is 
otherwise skilled in management. If the utility does not 
comply with this requirement within a KO-day period. w e  
intend to initiate an investigation to remove the costs 
of the mnager's smlary from rates. 

Mr. BIOWD argued that he complied with order No. ziiaa because he 
hired several managers but that, for various reasons none of them 
worked out. He also discussed a DroDosa1 with Ben Johnson and 
Associates .to take over raanag-nt-or thR utility company.. 
Nevertheless, Mr. Brom rejected the proposal and, through ABC, 
took w e r  all of the management responsibilities. 

m. Brown admitted that ABC's sole purpose is to manage the 
utility. He also acknouledgad that he is the ultimate decision 
maker for all of his entitiwinn-ctivs of which one is beina 

~~~~~ ~ 
_._ ~~~~ .- _. ~~ 

dealt with at the time. He further Stated &t it has~bsen thaE 
way since 1981 wh8m.th.Y other general partner left Leieure. 

The utility also ha& pmbleno getting Well No. 3 on line. Mr. 
Coloney stated that the utility initially intended to have Well No. 
3 on'lina by! June, 19W. Mr. testified that well M. 3)was 
originally intended tmprwide 250 q p ,  but that he and Mr. Garrett 
determined iL would be mor(+ prudent toi conatmct a 500 gp. well. 
According to Mr. Brown, 'lblecause of this design change and the 
resulting permitting dslays, constructtorr ot thR third'dl !ma not 
completed until approxilaately one month after the wcll 1, 1993 
date originally agreed upon by t h  Catmission and the utility.', 

By Order No. PSC-93-1352-PoF. issued septenb9r 15, 1993. the 
Comnissiom state that 'Iblu.bupom the utility'r recent effort to 
complete the well, and the fact that the well ie ~ 0 1  CoIIDlete, w e  
find that no shor cause for the ucility's failure to meet the March 
1st. 1993 deadline in previous Order Uo. ~Sc-92-12S+-WP-~, is 
appropriate.. Well' No. 3- was not finally approved by DEP until 
~abruary as, 1994. m. ~:lrsom stated thac *lilt M delayed due 
to the utility surmitting 'incmplete test.results which arc 
requirad during the normal clearance process. 

Mr. McKeown testified that SbRutility is subjsct tu a COIlllOllt 
Order, dated November 17, 1989, and the PRT. datedilpril 30, 1991. 
Mr. McKeom Eurther stated that .the utility has not complied with 
due dates or technical content contained in the PFJ in all wes.. 
On January 13, 1994. the'utility suhnitted a proposed Final- 
judgmmt to DBP, to which DSP replied: . .  

. . , .  

The proposed stipulation contemplating entry oE a final 
judgment ie not acceptable. As you briefly state in the 
proposed stipulation language, the defendants in this 
litigation (yourself in particular) have not perfonned 
the obligations devolving upon them under the previous 
partial judgment. 

Mr. Coloney testified that, in his opinion. Mr. Brown is .a 
very effective, eEEicient. canpetmt and capable manager of St. 
George Island Utility Ccrpany.' Mr. Colmey stated that. since m. 
Brown took OM= as general manager in 1991, he has brought the 
utility up to an efficient and effectiw level while providing safe 
and reliable rater service. Rorevar, he agreed that we can look to 
M r .  8rown to orplain conditions that have prevailed since 1981. 

Mr. Brom testified that he has tried to r-e himelf f r m  
the equation. Huwever. Mr. Brown is still acting as manager and 
still is in complete control ot the utility campany. The majority 
oE the problems identitied above. as well as with the hooks and 
record% could have been avoided if a qualified nunager had been in 
control of the ucility. Accordingly, we fin6 it appropriate to 
reduce the revised requested managwent fee byl $10.000, or a 
Sl6,OOO reduction to the amount requested in the MpRe. 

._ 
Mr. Sei- testified that, in the W, an adjustment was 

wde to reduce test year accounting contractual servicwby $8,796. 
This adjustrnent resulted in the requested pro forma provision of 
$22.640 for the accounting services ot Me. Drawdy and MB. Withers. 
Accordhg to che record. Mu. Drardy handled thh daily accounting 
matters,. oversaw the general ledgers, filed the utility's annual 
reports, and assured coqliance r i t b  the OSOA. Ms. Drawdy worked 
16 hourp a week at $20 a hour tor a yearly salary of $16,640. 

Mr. SCidman testified that Mu. Withers pmvides expertise on 
accounting and tax matters related to limited partnerships. re. 
Brown stated 'Chat the utility has a retainer agreement with ns. 
Withers. effective Jarmary 1, 1993. for 5 hours per month. at $100 
per hour, for a total ot $6.000 per year. Any excess time spent by 
MB. withers is billed at a rate of $100 per hour. 

Although the utility did not provide any hills for Its. Withers 
for the 1992 test year, Mr. Bmm stated that she provided services 
during the cest year. The utility sutonitted bills totalling $3,450 
for the first quarter of 1994; hwever, Hr. Brown admitted that 
these included only $200 iP utility related a c c m t i q  expenses. 
Notwithstanding the above. Mr. B m m  argued that there was a prior 
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retainer agreement with Ms. Withers. dated July 23, 1991, for 
$1,000 a mnth. The agremnt, however, was backdated to reflect 
an effective date of September 1. 1990. 

Mr. Brom agreed that the current retainer agrement is not 
dated. He stated that the agreenentwas reduced to writing at the 
suggestion of the Staff auditor. He agreed that a cont.raporaneous 
writtdn agreement wwld have been better, but argued that the 
retainer agreemant should still be accepted. 

L - 
WE. Dimnukes testified that we should disallow the entiry 

amoun?. 
Services in 1992 or 1993, and only made its Zirst payment to Ida. 
withe& on January 3 0 .  1994. MS. Dismukes further pointed out 
that, w e n  though the retainer agreement was purportedly effective 
January 1, 1993, it was not prepared until February 1994. 

Me. Dismkes testified that, a c w w  to Me. Withers' 
dewsition. the n u m s e  of the retainer agreement was to reimburse 

She argued that the utility did not utilize Ida. Nithers 

he; for outstandins bills. She also aw-cd that no services were 
rendered to the utility in 1993. Therefore. nS. Disukes 
questioned whether this cxpense is needed on a prospective baeie. 

~ r .  B r o m  stated that he was present at M8. .Withers# 
deposition and that she did not testify that she had failed to bill 
the utility forpreviously renderad services. He recalled that Me. 
Withers stated that she and the utility were operating under a 
retainer agreement executed several years earlier. That agqement 
did n%t require Ms. Withers to bill the utility each month. 

Mr. Seidman also disagreed that the retainer was designed to 
reimburse MS. Withers for services rendered in the past. He agreed 
that the utility owes Ida. Withers $22.000 for previously rendered 
services but arsued that, in order to recover that MDunt, Ida. 
Withers would have to accept the 56,000 annual pnyTnent and perform 
no additional services for 3.5 years. He pointed out that Ida. 
Withers has already billed the'utility for $3,400 in 1994. -Of which 
$200  was for utility accounting axpensea. 

Me. Seidman stated that what is important is not whether Ida. 
Withern actually perforned services in 1992 or 1993, but that her 
services have been and continue to be available and used by the 
utility on a regular basis. Hr. Seidaan belioves that Ida. Withers 
did perform services in 1992 and 1993 and that not billing for 
these services was merely poor record keeping on her part. He 
testified that Ms. Withers now keeps track of her time and has 
billed the utility in 1994. 

Hr. Brom testified that. during 1992, the utility incurred 
over $31,000 tor accounting fees,'yet the utility is faced with 
allegations that its bwks and records are still not in Compliance 
with our requirements. He also testified that St. George has hired 
an experienced accwtant for.$40,000 per year plus benefits and 
that this should reduce its need for M8. kithere' services. 

upon connideration, we find that St. George has not adequately 
supported the $6.000 upcnae for MS. Withers' services. It has 
provided no docucmntation for any services perfomad in 1992 or 
1993. Moreover. ns. Withers's bills for the first three numtha in 
1994 document only $200 in utility accounting expenses. In 
addition, the prudence of the utility's hiring a new accountant is 
questionable, as no supporting documantation was provided. We 
have, therefore, reduced contractualservices-accounting by $6,000. 
We note that, by Order NO. 92-0122-POF-WU. issued March 31, 1992, 
this Coarnission found that the utility's books and records were in 
substantial caapliance with Rules 25-30.110(1) la1 and 25-30.115(11, 
Florida Administrative Code. N o I B v o r ,  re also stated that if the 
utility failed to properly record its accounting activities and 
preserve its records, we would likely dhallw unsupported expenses 
in subsequent rate proceedings. 

ice8 - Lema1 
The utility originally requested S24,OOO for legal contractual 

services, baeed upon a retainer agreement between the utility and 
nr. Brown. The term include $2,000 per month with a waiver of any 
fees in excess of $24,000 per year. Mr. Bmm later revised the 
requeet to $12.000 per year. He a w e d  that, even without the 
utility's past legal problenm, legal services are needed to deal 
with everyday problems. Re also stated that, in the past, he has 
hired outside lawyers, vith fees ranging fawn $3,000 to $100.000. 

Ida. Disnslkes questioned the utility'e s u m r t  of the expenses. 
The utility provided documentation of services perfomd.during a 
four- to six-week perid in 1993; hwever; no records were provided 
for 1992. Ida. Dismukes a w e d  that Dany of the 1993 services did 
not appear to require legal expertise. and that it was difficult to 
deternine the hours devoted to legal, as opposed to strictly 
utility, matters. She also noted that substantial time claimed for 
1994 was related to the utility's DBP problens and show cause 
proceedings before this Cmnission. In her opinion, the costs 
associated with these problems should not be allowed. 

Ms. Dimukes also argued that third-party legal fees during 
the test year were likely nonrecurring, as they concerned 
revocation proceedings before this conaission. other charges were 
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related to hiring outside counsel to represent Mr. Brom's mother. 
Ms. Dismukes further testified that, in a recent Class B water and 
walltewater rate proceeding, the Colapission found that $2.854 per 
year was a reasonable figure for ruurring legal expenses. She 
also reported that her analysis of other Class B water utilities 
Suggested a level 0s $3 per customer per yepr for legal axpanees. 

We find that St. George has not adequately supported th? 
requested legal expense. Accordingly, we accept m. Dismkes 7 recomaendation and will allow $3.000 per year for legal contractual 
services, which results in a $21,000 reduction to the utility's ,j original request. 

According to the MPRs, test year engineering services total 
$4.151. In addition, the utiIity is requesting a pro forma 
increase of $1,819, for a total of $6,000. to recognize a $500 per 
month retainer agreemnt with Mr. Coloney. O f  the $4.151. $110.75 
is for interest on a past-due bill, which is not a prudent expense 
that should be borne by the utility's ratepayers. Deducting that 
.Mount yields reported test year engineering expenses of $4.041. 

Mr. Colonmy teatitied that he hae been utilized by the utility 
on an as-needed bads since 1990. and has been on a. retainer since 
Januarv 1. 1992.. H ~ d t t a d .  however. that St. Geome di& not nav ~~~~~~ ~ ~~~- ~~. ~~~ ...~_. ~ _ _  ~~.. - ~ I .  ~~~ 

~~~~~~~~ 

him as required under the agreenmnt during 1992. 111. ColoZG 
stated that his fee is. $200 per hour and that he bills the utility 
after 2.5 hours per month. Mr. Coloney teatitied that the retainer 
agreenent has nothing to do with the fact that the utility owes him 
apprm;iwtely $75,000 fos services rendered in the pant, but that 
he would probably subtract the retainer awuntc fran amaunts ad 
is he wound up putting lssa than 1.5 hourp per month. into utility 
raattere.. Mr. Coloney also Stated that it w d i d l o r  the retainer, 
there would he no difference in the yay he mould bill the utility. 

Although the agreentht. was etfective January 1, 1992, only 
$1.500 of test year engineering v s e s  pertained to services 
rendered by Mr. Coloney. The $4,041 in engineering expenses are 
also DOC supported by invoices. In fact. the $1,500 recorded:for 
Mr. Coloney's services is not slipparted by a cancelled chack.~ 

The utility recently hired Le6 Thamc~, a professional 
engineer, who charges $75 per hour. 111. Garrett testified that, if. 
he has an enqineerins question. most or the tiaw he contacts Mr. 
T h a w .  TheUtilityilbo indicated that it uses 111. coloney on a 
w r y  limited basis. Although there rrs temthony that Ilr. Coloney 
mill be utilized to mi.* 111. Thams' wrk, ua do M t  believe that 

cost should be borne by the ratepayers. In fact, Mr. ~rom 
testified that Mr. Coloney's fee is generally outside the utility's 
financial ability. 

upon consideration, w find that neither the utility nor its 
ratepayers derive sufficient tenetit fmratheretainer agre-ntto 
justify the pro f o m  -sr requested hy St. George. We have, 
therefore, reduced engineering contractual services by si.9~~: 

, 

The utility also requested to recover the following expenses: 
$22.409 for annual raaintemce of the ground and elevated storage 
tanks. $37,493 for annual cleaning of the distribution syatem, 
$23,909 annually for laboratory testing, and 51.280 for uniforme 
for field personnel- With the exception of testing expenses. none 
of these eqenses mas incurred during either the test year or 1993. 
As discussed below, we have approved sane level of expense for each 
of these i t w .  Th% utility -1 pmvide proof, W January 10, 
1995. that the items have been. mmpleted or are under contract. - 

According to the record, the ground Storage tank is leaking 
and needs repairs. The utility receivee a bid fmm Eagle Tank 
Technolqly Corporation (Eagle)'. for six years OC maintenance o€ 
both the ground storaga tank and the e l w a t d  tank, at am annual 
cost of $20.493. The bid also stated that 'lals we discussed 
before,xa have to return these tanks to a certain order to place 
them on our maintenance pmgram.' Ids. Dismkee interpreted this 
statermnt to mean that d a l  work was needed before Eagle could 
pmperlr raintoin the tanks. Ms. Disnukes concluded that the 
remedial rork was OCCarrioned by poor nmnagenent and the utility's 
failure to pmperly maintain the equipment in the past. Therefore, 
she argued that the proforma all-e should be reduced by $8.660 
annually to hold the utility accountable for this past neglect. 

hk. Brown testified that the utility has always raaintainad the 
gmund etoFage tank, but that the roof is nearly twenty years old 
and needs to be repaired. In addition, the tank's precast siding 
is beginning to leak and needs to be sealed. Mr. Garrett added 
that the utility periodically drains and cleans the ground storage 
tank. In a June 21. 1991. letter, Eagle notified the utility that 
the condition of the ground storage tank was not uc-n for that 
particular structure. 
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We believe that the tank maintenance expense is prudent: 
however, we find that a reduction of $1,916 is required to reflect 
the $20,493 bid from Eagle. 

- 
&cording to the utility a .continurn distribution cleaning 

program is necessary co asximire pressure. detect leaks and control 
turbidity: The utility's estimate for pipe cleaning is based upon 
a biddrom Professional Piping Services, Inc. IPPS) . According to 
the @d, over a ten-year period, the cost of the pipe Cleaning 
wouldbe $350.880. or $35,040 annually. Theutilityalsp requested 
$2.453 to clean the transmission lineacross the bridge. 

*. 

A t  the hearing, MI. Brom revised the utility's xequest to 
PPS only ask for funds to clean the supply line across the bridge. 

Drwided a $21.183 hid tO Clem lust tho SUODlV main. MS. Di.mukss 
iecomnends not allowing this --erne sinci the utility &y 
obtained one bid and has no signed ContraCt. Alternatively, Ms. 
Dismkes proposes to reduce this expanse hy half, since the utility 
has applied for a grant to fund fifty percent of this expense. OPC 
also proposes that this expense be amortized over ten years. 

Upon consideration of all the evidence, we find that this is 
a prudent expense which will improve the quality of service. In 
addition, since this is an energy saving measure and hecause the 
utility is likely to receive the grant.,we find that the utility's 
revised pro forma request should he reduced hy fifty percent. In 
accordance with Rule 25-30.433(8). Florida Administrative Code, it 
shall4e amartired over five years. These adjustments result in a 
$2,118 l$21,183+5+2) annual allowance for supply main cleaning. 

The utility claim that this adjustment is required since DEP 
requirements for increased and'more reliable water quality testing 
necessitated contracting for testing Services with a different 
laboratory and arranging for pickup and transportation of samples. 
As support for this e w e ,  the utility provided a bid from 
Savaqmh Laboratories for the testing. 

Ms. Dismkes' p r h r y  reconaendation is to disallow this 
expense, since the utility only obtained one quote for this service 
and has no signed contract. In the alternative, Me. DismYkes 
recomnends that this expense he reduced by $1.870 since the utility 
included in its cost estimate as an annual expense testing for six 
item that are only required triennially. 
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Mr. B r m  testified that only one bote was provided since 
there are only two testing labs i n  this area and the one which they 
are currently using has lost water samples and is not as reliable 
as Savannah Labs. MI. B r w  agreed with Ms. Dismkes' $1,870 
adjustment for triennial testing. Mr.-Brow~ also agreed that 
duplicative transportation charges of $3,876 should he removed. 

upon consideration. ue find that the testing comts should he 
allowed, subject to the adjustments to -e duplicative charges 
tor testing and pickup of the samples. 

YJdmnJE 

The utility indicates that unitom are required because of 
canplaints that customers cannot tell if personnel are authorized 
to care onto their property. There vas.no other evidence presented 
M this expense. It is, therefore, approved. 

Bsrrpr 

Ms. Dismkes proposed that any increased rates associated with 
the expenses allowed under contractual services-other should be put 
into escrow, since the utility may never incur the expenses. We 
disagree. However, the utility .shall provide p m f  that the 
expenses are under contract or have been incurred, on or hefore 
January 10, 1995. If the utility fails to proceed with the work, 
we shall initiate show cause proceedings. 

The utility has requested to recover the coats of a system 
analysis, system napping, an aerator analysis, a hydrological study 
and a fire protection study. The utility O+igiMlly requested 
$41,452 in annual amortization expense for all of these studies. 
In it8 Proposed Findings of Fact, the utility states that the total 
expense should be Feduced by $28.370. Its Posthearing Position 
Statement shows a reduction of $22,209. The difference appears to 
he reflected. and will be discussed. in the section dealina with 
the system analysis - 

No party took issue 'with the requested annual amount of 
$6,310, which is the amortized expense for an initial system map 
and its update; however, the utility has implied an annual expense 
of $4.166. We believe that the utility calculated this amaunt by 
taking the original Bystam mapping Cost of $18.150, adding the 
update cost of $2,680, and amortizing the total over five years. 
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Since there is no evidence in 
requested amount, w e  have allowed the entire $6,310. 

I record to dispute the 01 - / 

ally 

The original system analysis cost $31,105. However. DBP 
rejected it because it concluded that the supply of racer to the 
Island would be adequate for the next ten years. DEP believes tJWt 
the utility will be out of capacity almst inmediately unless it 
constnmts a parallel mupply line tram the well field to the 
island. Accordingly, Mr. B r o m  decided that it would be prudent to 
obtain an updated engineering analysis. Mr. Brown obtained bids 
from three engineering fims. The 1-t was for $ U , O O O .  

Hr. B r m  testified that another engineering analysis probably 
will not have to be performed for two to three years. m e  utility 
originally requested to amortize thio over two years, for 
an annual expense of $15,852. The utility has, homer, revised 
its requested amortization period to five years. 

As noted there w8s a conflict between the utility's 
positions in its Proposed Findings of Fact an& its Poethearing 
Position Statemant. me amount stated i n  the Proposed Findings of 
Fact apparently8 doem not include $31,705 for the original .y.tem 
analysis, only $11.000 for the update, emortired over five years. 
In its Posthcaring Position Statanent. the utility included both 
amounts and anortized the total amount over five years. 

Ms. D i d e s  testified that her &ding of com.pond.nce 
between the DKP and thm utility. which the utility supplied in 
response to a Staff audit requast, W u t e d  Cb8t DEP - M C  
requesting an entirely miss& analysie- Ms- D i d o  further 
stated that the utility fai1.d to support the proposed adjustment 
or the mrtizstion period. O K ,  therefom, m c w n d .  1 ti--year 
amortization for only the initial system analysis, or a reduction 
of $9,511 to the profom'adjususnt. Hs. D i w k e s  also roc- 
that. if w e  allow this expense. it should be depasited into an 
escrow account for distribution when services are rendered. 

since tba utility m s t  addiess tba issue of capacity. $ia,ooo 
for an updated analysis appeum reasonable. It xould also b. 
difficult to detedne that the original report was not rcasormble. 
We have, therefore. allowed the costs for both stu3i.s. as 
amortized over five yeare, for an annual amount OL $8,741. In 
addition, since the system analysis update is currently being 

require that the fundm be escrowed. 
carplet&, Ne & M e  b R l i O V E  that it is MCesS8rY ot apploprhts CO 

The utility also included a request for revising the aerator 
analysis required by DEP in 1992. It requested $5.280 for the 
initial aerator analyeis and $3.300 for the revision. to be , 
amortized over two-years, for a total anunal expense of S4,aso. It 
has since agreed to a five-year amortization period. 

Tbe utility believes tbat the original aerator analysis was 
complete and thomgh. Mr. H C K e a m  testified that the Baskerville- 
Donovan repert did not consider all the &S data, but only one set 
of data. Based on the lack of suitable supporting materials for 
the HzS data. and that the report improperly used total sulfides in 
ChR percent remmal fonrmla, DEP rejected the reprt. 

O P C ' s  review of DBP correspondence leads it to the conclusion 
that the revised study is necessary. However, it believes that, 
since the first analysi8 w a s  deficient, the Cost to revise it 
should not be born by the ratepayers. Hs. Dimnukes recommands that 
the cost of the inithl analyais should b e  amortized over five 
years. for an annual amwrit of $1,056. Ms. D i m e s  also noted 
chat the utility did not bid the *ark out. 

It m l d  be difficult for this C d s s i o n  to state that the 
utility acted imprudently in hiring Baakerville-Donovan, a 
respected engineering firm, to conduct the initial study. We, 
therefore, approve both the cost of the original study, $5.280, and 
the cost of the revised study, $3.300. amortized over a five-year 
period, for an annual cost of $1,716. As with the system analysis, 
w e  do not believe that these funds should be escrowed; t h ~  initial 
analysie is caoplete and the revised analysis w a s  underray during 
this proceeding. - 

The Northwest Florida Water Management District (-1 
reqnfred a hydrology study as a condition to the continued 
withdrawal of water. The utility initially requested $45,000 for 
the study, to be amortized OMr fiVR years. It subsequently 
amanded ita request to $12,000, amortized over five years. The 
etudy is complete and paid in full. 

OPC believes that we would be justified in disallowing this 
expense because documentation was inadequate. However, O X  is 
amemble to the SU.000 expense, amortized over five years. 
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Upon consideration. we find it appropriate to allow the 
expense, amortized over five years, for an annual cost of $2,400. 

The utility initially requested $30,000 for a fire protection 
study, *with an amrtization period of five years. It subsequently 
modified its request to $12.000. Ur. Brnm testified that .... the 
utility's engineen must tiret analyze the current system, 
determine what level of fire protection is reasonable and necessary 
on the island, determine the uast efficient and cost eftective 
method of nroviding such Protection, and detedne whether there is 
a coneens& among-the ritepayers and the agencies, including the 
PSC. to provide the Utility with a mans of recwerpg its 
investment in the necessary fire protection impmQments. 

Mr. Coloney argued that +he utility system was not designed to 
provide fire protection. He also stated that it would only be 
prudent for the utility to c d s s i o n  a report '...if there was a 
source of funds to pay for such a report. and only if there was a 
reasonable probability that funds would be available to act upon 
the report once it w m  completed: 

OPC reccmends that we disallow the antire amunt because the 
utility only provided one bid of SU.000. although it purportedly 
obtained three. OPC argues that there is no way for this 
Conmission to be assured that the utility accepted the lowest bid. 

~ 1 1  custcmer$ who testified regarding fire protection service 
were in favor of implementing or *roving such service. Although 
m s t  agreed that the ratepayers should pay a return on any 
infrastructure conatrucredto provide fire protection service, one 
customer objected to paying for a fire protection study. This 
custaner also stated that everyone on the island. whether a 
cust-r or not, would benefit from investmnt in fire protection. 

Upon consideration, we find that it would be prudent for the 
utility to conmission a tire protection study in order to determine 
the appropriate course of action. We, therefore, approve the 
$12.000 study. anortized over a five-year neriod. for an annual 

- - 
The projected prwision for rate Case expense, per the MPRs, 

ras $105,039. which consisted of $68.402 in accounting fees, 
$13,000 in engineering fees, $20.000 in legal fees, $2.000 for 
filing fees. and $1,637 in mlscellaneob charges. During the 
bearing, Ur. Seidman introduced an exhibit detailing actual rate 
cane expense of $90,502, and an estimate of $40,840 through the end 
of this case. Subsequently, the utility filed a late filed exhibit 
which included $9.020 of actual charges. Polloving the hearing, 
the utility filed another exhibit which reflected $154.739 in 
actual and projected rate case expense, as follovs: 

AccOUUting Con8ultant.s $ 82,289 
Bngineering Pees 7,432 
Legal Pees 45,811 
Rllte Case CMsultant Iml 6,850 
Piling Pees 2,000 
Miscellaneous 10.353 

mtal 154.7a 

In its brief. OPC stated that the utility was supposed to 
provide additional supporting doc\rm8ntation for all its rate case 
expcnse on August 25, 1994. A-r. the utility failed to comply 
with this deadline and did not produce any late-filed exhibits to 
O X ,  the St. 'George Island Water-Sewer District or Staff Counsel on 
that date. Hence, according to OPC, the utility failed to m e t  its 
burden of proof with respect to any additiqnal rate case expenme. 

We do not believe that the revised exhibit should he 
disallowed in its entirety. It was filed with this C d s s i o n  on 
the date due although it uas not received by OPC until a day later. 
In addition, OPC did not Seem overly prejudiced by the utility's 
tardiness, since the axhibit was addressed in its brief. 
Nwertheless, since this is our first examination of sane of 
charges, we have made certain adjustments, discussed below. 

In its MPR's, the utility requested $68,402 in accounting 
fees. This included $50,000 for Managemnt and Regulatory 
Consultants, Inc. (Prank Seidman), $14.402 for Rhema Business 
Service, and $4,000 for Barbara Withers and Jeanie Drawdy. 

- In Exhibit 43, the utility requested $53,975 for work perfonnod by MhR, 
including $19,794 for worked psrfomed in Docket No. 930770-W, 
which *81) dismissed. Hs. Dimukes  testified that we should not 
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allow rate case expense associ< with that case. She I stated 
that the Utility and its COMUltants Should have kaown the 
approximate cost of litigating a rate case for this utility and 
that the utility should have obtained a firm bid L m  Mr. Seidman. 
Ms. D i m k e s  contenda that the utility should ba held to its 
original, estimate of $25,000 frca Docket No. 930770-Ho. 

Mr. sei- argued that there IRU~ 110 valid basis to limit the 
fees to anything other than the actual coats. He contended that 
the $50.000 s h m  in the MFRa wae axt esthte, and should not bu 
compared with the prior docket. He stated that this Coxmission 
does not allow rate case expense based on estimates. but on the 
actual coscs reasonably incurred to the hearing plus an estirate of 
reasonable hearing and post hearing cost*. Ha also argued that he 
was able to use & substantial aapunt of the work from the last case 
in preparation of thR MFRS. Hs Contandad that hewould not work 
under a firm bid in a case that was being litigated, because the 
applicant has na control over c i ~ c u m s t ~ c w  that might increase 
cats. xe also stated that h e  )mora of no other consultants that 
Would work under (L ti= bid under similar circw&ances. 

Upon ConsideratiOn. *a find that it would be inappropriate to 
limit costs to the estimates in either thin case or the d f n m i s d  
case. However. ne find that $19,791 in costs from thbprior docket 
were not reasonably and prudently incunxd in caie proceeding. w e  
have, therefore, reducd the MLB allorpnce blc S.ls.794. 

- The utility also -ked to 
recover $18,792 in Cess for services renderad by Rhena. $11.402 of 
the total was for work associated with Docket No. 930770-115. Ms. 
Dimnukes recommndsd that w d i d l o w  savanty-five percent, or 
$10.802 of these tees because. although Mr. Seidman wed 
information provided by R h a .  there wae information that would not 
have been usable due to. the- difference in test yeara. In nr. 
Dismukea' opinion, nuch of the work that w a e  prepared by Rhem was 
duplicated by M f a  Consultants. 

prepared by ME. Wars, because-they -re not interactive. opoa 
consideration. ne agree with OPC that $10.802 in charges for Rhcma 
should be disallowed. Mr. Seidman's aqument is not convincing, 
since ha derived his percentage frca the -bills, not from the 
percentage of the material ha actually used. 

- In its original request, 
the u-h n. Withers and Ms. Drawdy 

to be Q4;OOO. Exhibit 43 reflects charges, for Els. Withers alone, 
of $6.350. We have analyzed the bills and found that they include 
$600 to "Meet with IRS regarding -dit.' This charge does not 
appear to relate to this rate cans. Accordingly. w e  have reduced 
the charge t o r  Ms. ?$them by $600. 

ME: Dra*dy's chargell totaled $3.172; haever, only $442 of the 
bill was itemized. Mr. Seidngn conceded.that Ms. Drawly's hills 
only included the tire+, date. and hours worked. The bills neither 
indicate what she was working on nor if it was rate case related. 
He also assented that it is.nomal practice Koran accountant to 
submit hills for services- We find that the utility has not 
adequately supported the bills. We have, therefore, remcwed all 
charges that ware not itemized, resulting in a reduction of $3,330. 

In its Mms.. the utility estimated that ita engineering Cees 
would be 513.000. Late-filed &hibit 43 reflects engineering fees 
inmrrd of S7.131 for Co1on.v CC-anv and Baskemille-DonO. 

Moreover, the invoices support therquiated fees. Accordingly, w e  
find that no adjusrments are necessary. - 

In its m s ,  the utility estimated legal fees at' $ U S  an hour 
for a total of $20,000. In late-filed Exhibit 43, the utility is 
requesting legal tees of $45,821. chaxged at the rate of $175 an 
hour for the firm o t  Apsar, Palham, Pfeiffer L Theriaque. 

OPC argues that: the rate of $175 an hour for the services o t  
Mr. Pfeitfer is excessive, since Mr. Pfeiffer lacks significant 
experieuce in water and wastewater ratenuking. O X  contends that 
the going rste for water and wastewater attorneys in Tallahassee is 
significantly less that $175 an hour. O X  argues that $135 per 
hour is a mare reasonable rate, and mare reflective of the going 
rate as wall as the capabilities and experience of la. Pfeiffer. 

tar- soidman testified that his estimate or $125 per hour in 
the MFUs was based on his working with other firms like Gatlin, 
Woods. Carluan P Co*dery and Rose, SUnstm h Bentley. He added 
that he thought M'. Qirtman's firn charged $150 per hour. Me. 
Seidman also stated that he didn't know whether Mr. Pfeiffer had 
appeared before the c d s s i o n ,  but that he had an outstanding 
reputation aa an administrative attorney. 



ORDER NO. T S C - ~ ~ - ~ ~ ~ J ~ - ~ F - U U  
DOCKET NO. 940109-WKl 
PAGS 63 

Mr. Brown testified that he had discussed the rate case with 
Mr. Gircman and his fee was $135 an hour. ne also acknowledged 
that Mr. Girtwn was familiar with utility Mtters as we11 as St. 
George because he had represented it on other matters before the 
Comnission. Mr. Brown stated that he did not hire t4r. Girtnun 
because he would not c d t  to a set price. However, he a8mitted 
that Mr. Seidman did not agree to a set fee either. He ale0 stated 
that MI. Pfeiffer made an estimate of $30,000. but he didn't knou 
If thaL included the issue of original cost. 

'&ere Is insufficient evidence to support reducing Mr. 
Pfeifkr's rate to $135 an hour. Accordingly, we have nude no 
adjustment to Mr. Pfeiffer's hourly fee. 

OPC also argues that an adjustment should be made for MI. 
Pfeiffer's attendance at several depwitiom at which Mr. Brown 
conducted the ouestionina. OPC araues that the customers of the 
utility should'not be rgquircd to-pay for legal scrvices of Mr. 
Pfeiffer when his attendance at these depositions wan either 
unnecessary or served only to acclimate him to the issues in the 
case. Mr. Brom agread that the cost of attending the deposition 
of Dr. Ben Johnson should not be charged to the ratepayers. We 
have, therefore, reduced rate case expanee by $700 for t4r. 
Pfeiffer's attendance at Dr. Johnson's deposition. 

Mr. Seidnan agreed to file a late-filed exhibit detailing 
actual costs through the final day of the hearing, Upon review of 
the exhibit, we discovered that the utility included an .estimate 
for legal fees for the final three days of  the hearing rather than 
actual fees. The utility had sufficient time to file the actual 
fees Shrough the last day of the hearing. Further, the utility 
failed to include a detailed description by hour of its estimate to 
complete the rate case. Therefore, we have estimated the time 
necessary to complete the hearing and for preparing post-hearing 
filings to be approximately forty hours. Accordingly, we have 
reduced the utility's estimate by $8.900. 

Mr. Brown specifically testified that he 10s not including the 
charges for n4B Associates lB(B) because he believed that they were 
not directlv related to the rate ease. However. in its late-filed 

also included $305' for Mr. Beard's lodging and meals at th; 
hearing. Upon consideration, we find it appropriate to remove 
$6,850 in charges for lids and $305 in miscellaneous charges. 

ORDER NO. ~sc-94-i383-m~-wu 
Wu[BT NO. 940109-WLI 
PAGE 64 

i 

The utility's iate-filed rate case expense exhibit also 
reflected $1,715 for a bond p r d m .  We do not believe that the 
ratepayers should be charged for sawthingthat was exclusively the 
fault of the utility. were it not for the utility's failure to 
follow our orders, pay its bills. make timely filings, and comply 
with our rules and regulations, there wuld have been no need for 
the utility to obtain a bond. Ucordingly, re have remved the 
bond charge of $1,715. 

Based on the previous adjustments. the appropriate test year 
operating loss is $91,590. The operating statement is attached as 
Schedule No. 3-A and the adjueenmts are shown on Schedule NO. 3-8. 
A breakdown of operation and maintenance expenses. by primary 
account, is shorn on Schedule No. 3-C. 

Based upon the adjusumnts discussed heretofore, the revenue 
requireu%nt is $464,923. This will allow the utility the 
opportunity to recover its expenses and to earn a 7.35 percant 
return on its investment in rate base. 

St. George proposed a rate design m r e  heavily weighted 
towarda the base facility charge in order to increase cash flow to 
cover fixed exp-es during the off-season. We agree with its 
mathcdology. 

The rates approved hereunder are designed to produce revenues 
of $464,923, which represents an increase of $114,97* ( 3 3 . 5 3  
percent), excluding mi~ce11IDeous service revenues. The approved 
Y~CCI I  will be afrcetive for mter readings on or after the stiuped _____ _ _  ____.. ~ ~ 

amroval effective date on the m i s e a  tariff pages, provided -==-- -- -~~ 
custmers have received notice of the increased rates and the 
reasons therefor. The utility shall provide proof of the date 
notice was given within ten days of such notice 

A cornparison of the utility's original rates, interim rates. 
requested rates, and the rates approved herein i s  depicted on 
Schedule No. 4. 
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Rule 25-30.580 (1) (a), Florida Administrative code, states 
that the maximum amount of contributions in aid of construction. 
net of amortization, should not exceed seventy-Cive percent of the 
total original cost, net of accumulated de reciation, of the 
utility's tacilities and plant when the Lacilitfer and plane are at 
their design capacity. The p u w m e  o t  this requirement ia to 
ensure that a utility has s m e  iwastment so that it will mrintain 
an interest in the facilities. St- George's CIAC level. M of 
Decetnber 31, 1993, was seventy-six percent of net plant inservice. 

There is significant potential for growth on St. George 
Island. IL w e  do not adjust i t a s e d c e  availability charges, St. 
QeoTge could hecome seriously over-contributed. Rowever, the 
utility also needs additional capacity in order to COMCct new 
custuners, which m y  require substantial capital investmnt. We 
arealso mindCu1 chat, in the past, the utility has relied heavily 
on service availability charges to Cund plant improvements. 

when. taced'with 8 situation auch am this, w e  would normally 
eriminate service availability charges altogether. However, in 
coneidention of the abwe, this does not appear tQ be an oetiorr at 
this t i m e .  A reduction in the plant capacity charge will forcb the 
utility to wake more of an investment in plant. Accordingly, we 
find it appropriate to reduce ths plant capacity charge, as set 
forth below. We will continue to monitor this situation and may 
readdress the issue oC service availability at a later date. - - 
Plant capacity charge 
Residential-per ERC (350 Spa) 9 1,215.00 S 815.00 
All others-per gallon S 3.5571 S 2.4143 

p 
- ,  

St. George has been requid to escrow funds, in order to 
ensure that monies were available for capital impmvements, on 
numerous occasions by thi6 Cmmksion as well M by developers, 
banks, and others. A0 noted elsewhere in this Order, it appears 
that additional capacity will be required. Since w e  have reduced 
the utility's service availability charges, w e  believe chat it is 
appropriate to require St. George to place such monies in escrow,, 
in order to assure their availability for capital iiwrovments. 

Accordingly, St. George shall establish a comaercial escrow 
account for service availability charges. Before funds may be 
released, the acccunt administrator shall receive: 

1. a written request for release of such funds 

2. written approval of each disbursement and the 
amount thereof from this Commission: 

3. an affidavit frcmSt. George stating the names 
of all parties aod. the a m a n t  owed to each 
and a lien waiver frm each, and: 

4. evidence of the pmper payment oC all prior 
disbursements. 

. from St. George; 

_. 

St. George shall file a monthly report with this Cocrmission 
detailing themonthly collections. as welL as the aggregate m t .  
The escrow requirement shall remilt in effect until the utility's 
next rate case or any lnodification in its service availability 
POliCias or chargee. 

section 367.0816,. FIorida Statutes, requires- that rate case 
expense b a  amortizBd' over four years. After the aaurtization 
period, the rates must b e  reduced by tho amount of rate case 

Statutss, St. OBOrge's revenues should be reduced by $25.585 at the 
conclusion oi the four-year amortization psriod, as depicted on 
Schedule no. 5.  The revenue reduction reflects the annual 
amortixation amount, grossed-up for regulatory assessment fees. 

The utility shall file revised. tarifts no later tban one month 
prior to the actual date of the required rate reduction. The 
utility shall also tile a propmad Nstoamr notice setting forth 
the revised rates and the reason Cor the reduction. If the utility 
files this reduction in conjunction with a price index or pass- 
through rats adjustment, separatedata shall be filed Cor the price 
index and/or pass- through in-e or decrease and the reduction in 
the rates due to the r-1 of rdte case expense. - 

included ill rats.. Rlnvlnt t0 SOCtion 367.0816, Flodda 

under Section 367.082. Florida Statutes, and Rule 35-30.360, 
Florid8 Adnintstntive Code, any interim revenues collected in 
excess of final approve& remxues must be refunded, with interest. 
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In this case, the final approved wnues exceed the interim 
revenues. Accordingly, no refund is required and the utility's 
bond m y  be released. - 

According tn stipulation No. 1Od. AFPI charges will be 
calculated and collected from new custmers in the designated 
Plantation areas. The m u n t  of plant and the number of 
connektions included in the calculation a m  $127,175 and 457 BRCs, 
respectively. There is no non-used and useful plant outside of the 
Plantation. The appropriate AFPI charges are depicted on Schedule 
No. 6z which is appended to this Order. 

MlSCBLLRNBOUS - 
By Order No. 21122, iesued April 24. 1989, the Ccarnission 

found St. George inviolation of rules regarding the preselvation 
and maintenance of records. The order aave the utilitv t h e  to 
improve its recordkeeping. instead of G s i n g  a fine at-the the. 
It also specifically required St. George to nuke a reasonable 
effort to gather all of its books and recorda since its inception 
and to maintain its books in substantial compliance with the USOA. 

By Order No. 23038. issued June 6, 1990, we required St. 
Geome to show cause why it should not be fined for failure to keep 
its ?IaC and plant rec6rddi in ccmpliance with the USOA. By Order 
No. 23649, issued October 22, 1990, we required the utility to 
continue to maintain its books and records in accordance with the 
USOA.1 By Order No. 24458. issued May 1. 1991, we again required 
St. George to bring its books and recorda into and maintain them in 
compliance with our rules and regulations. Finally, by Order No. 
24807, issued July 11. 1991, we required the utility to show cause 
why it should not be fined for failure to maintain its books. 

In Order No. PSC-92-0122-FOP-W, issued March 31, 1992, we 
found that st. George was in substantial ccmpliance with our orders 
and rules. However, we cautioned it that failure to properly 
record its accounting activities and preseme its records for audit 
inspection might resvlt in disallowance of expenses in subsequent 
rate proceedings. 

MS. Gaffney testified that her audit report included twenty- 
eight audit exceptions and sixteen audit disclosures. An audit 
exception is a deviation from the USm, Camission rule or order. 
Staff Accounting Bulletin, or a generally accepted accounting 
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principle. The exceptions ranged frmnrnonthly posting of accounts, 
condition of records, impropac plant Tetirements. lack of 
supporting documentation and required suaauay schedules for 
depreciation and amortization. The utility stipulated to many of 
the exceptions. 

In Audit Exception No. 2. MEZ. Gaffney found two discrepancies 
from the USOA: supporting documentation was not readily available 
for any item included in any account, and books and recorda were 
not consistently kept on e monthly basis. In addition, the books 
were kept on a Cash, as opposed to an accrual basis, the 
accountant's journal entries rere not supported. source 
docrunentation was minsing, the accountant was not readily available 
during the audit, the bookkeeper could not interpret the 
accountant's workppers, and the 1992 books were not closed until 
September 1993. MS. Gaffnay did note better control of documents 
after the utility obtained an additional officerorksr. 

Ms. Drawdy testified that the utility's books and records and 
were in subetantial compliance with the USOA. She stated that she 
had no responsibility for records established before her 
mgagoment. She also stated that she assisted St. George in 
acwmulating and verifying supporting documentation since the last 
rate cane. When asked whether support for entries was Ksadily 
aMilable to the auditors, Ma. Drawdy stated that it was available. 
She testified that, since the utility had l M t e d  funds, she could 
not be there full-time. She also stated that copies of invoices 
that were missing during the audit were fipd several reeks after 
the conclusion of the audit. 

By memo dated February 4, 1994, W .  Seidman informad Mr. Brown 
that twenty-two of the requested pro forma a d j u s m t s  needed 
supporting documentation. The official filing date for the MFRs 
was February 1, 1994. The record is replete with instances in 
which the utility could or did not provide Sufficient supporting 
documentation, such as insurance and travel expenses, affiliate 

The utility, by its oun admission, continues to have 
difficulty maintaining its records in compliance. For a Class B 
utility, the number Of times the issue O f  books and record has 
arisen in the last four years is -rating. Although the 
utility may have bproved its record keeping from the prior rate 
case, we are not convinced that St. George will consistently comply 
with our recordkeeping requirements. 

The majority of the pmblan appears to lie with nanagement. 
Obtaining sufficient accounting staff is only one part of the 

- 

, transactions, unployee benefits. 
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solution. me other requirwnt is that managsasnt prwidn the 
appropriate guidance and resources to allox the employees to apply 
the correct USOA requirements. W e  would order St. George to 
maintain its books in conpliance, but this has been done SO many 
time that it, does not appaer to be effective. Our only other 
recourse is to reduce the "Mgement ree, wnich is discwsed 
elsewhere in this order. 

SaDadsY 
pBe - M r .  Kintt testified that the wximum nrrmber of allowable 

ERcs for the utility is 1,346, based u p n  the conslrmptive use 
permit restriction to 700.000 spa. UIe maxim day w a g e  of 533.000 
gallons, and the number of users on the eyetea that day. Mr. 
Kintz's detemhtion included well No. 3 on line and the altitude 
valve, controls, and high service pump being completed and on line. 
DEP does noc consider that storage adds capacity to a system. 

Mr. lfintz argued that the utility muat provide am additional 
raw water line in order to apply additional. dewlopant in excess 
ot the 1.346 canaactions. WC. Kiatz further t0stifi.d that. if 
fire flor were required by Franklin County, ehh eire  DE the 
distribution wins would need to he increased. 

- St. George has amlied to NnFiiMD to modify its 
nuximum day WithdrauaL allowance & 939,640 gpd. Mr- l%- 
conducted an analyais for the utility and concluded that, if the 
application isapprwad; the utility could aupply 1.807 BRCs at 520 
gW/BRC. Mr. Rune.' analpis DBP's BRC m e ~ o l o g y ,  evem Urough 
the UCilfty disagree9 with that mthodology. According to Mr. 
Thams, the eylltem i s  adequate to meet needs over the next five 
years, provided that theutility'a application for amendment of its 
consuoptivR us- p e d C  ib approved: 

BaakervillcDonovaa - I&. Biddy, a regional manager of 
Baskerville-Donovan, derived &m?uimmnumber of 1.541 ma, based 
on maintaining. no lese man 120. psi W g h o u t  the distribution 
system. In the Baekelvllle-Donwan Report, an BRC is &tined as 
300 spa, which is based 011 an average daily flow, but also includes 
a peaking factor- m e  utility's camercial cuscumrs are equated 
to 140 ~ C S .  The -rt also a&nmms the altituda valve. cmcmle 

Mr. Biddy pointed out that, even at 510 spalBRC, hie 1.541 
ERCs would require 801,320 gallons. H e  Stated that operatingWells 
Noe. 1 and 2- ror twelve hours. then Well No. 3 ror another twelve 
hours, would yield 806.400ga110ns. w h i c h  would more than satisfy 
the requirwnt. Hmaver, this amount is greater than the current 

withdrawal limit of 700,000 gpd. . Biddy also contu 
storage should be considered when determining capacity. 

!a that 

Mr. Biddy stated that capacity could he increased by 
increasing the utility's NllpMD withdrawal rates, constructing 
additioqal wells. installing plant to increase flwe through the 
existing mains, and increasing storage to accommodate demnd. H r .  
Biddy believes that, when the utility serves 1,541 ERCs, elevated 
storage on- either extreme ea& of the. ialand xould bu advisable. 

~ r .  Biddy also stated that there is effective storage of 
400.000 gallons, and that, in combination with a withdrawal rate o t  
700,000 spa. the utility has 1.1 million gallons of available , water. when questioned regarding the day after a peak day, when 
Storage would need to be replenished yet the utility could only 
pump 700,000 gpd, Mr. aiddyargued there is only one spike during 
high ueage periods. Although the peaks for 1991 and 1992 did noc 
exceed 449,000 gallons, the peak OD aeIrorial Day for 1993 was 
533,000 gallons. It is reasonable to deduce that, an the utility 
g m r ,  paak ueage will increase. In tact, the trend in the data 
show5 that spikes do not last m e  day. but for tu0 to four days. 

- Mr. Coloney believes that, with certain 
imprwanents, the utflity haa adequate capacity through the year 
1002. He endorsed addition9 prcpsed in the Baskerville-Donovan 
Report, includiug the additiom or & 50,000 gallou grows storage 
tank and booeter pun~. in 1995 to 1998, ana an elevated storage 
tank near Windjolrper Village hatreen 1999 an& 2002. He also 
suggested elevated storage near Bob Sikes Cut. Mr. Coloney 
believes that, between the current m i n g  capabilities and on-site 
storage, 1.1 million gpd iaavailable. 

- ME-. B m m  stated that: the utility m y  construct 
parallels to its eight-- raw water line. Specifically, MI. 
B m m  is concerned with sections of the raw water main that are 
binding against mcks, and inplieu that paralleling those sections 
would alldate an Outage if k section broke. The utility does not 
plan to parallel the entire length or ductile iron line across the 
bridge, as that would cost $800.000. Mr. B r m  endorsed a new 
elevated storage tank in the Plantation. Be also stated that 
additional elevated storage w u l d  increaee fire flow capability on 
the island. Mr. B m r n  also endorsed another elevated storage tank 
on the island, near the entrance to the state park. He stated that 
increased storage and pumping capacity at locations remote from the 
central plant will stabilize pressure throughout the system. Mr. 
B r o m  also beliavas that the requested mcdification to the 
con-tive use pnnit wuld suffice through 1995. 
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- The utility argues that its only peak periods 
occur on Memorial m y ,  July 4,  and Labor Day, and that, for the 
balance of the year, demand is one-third of the peak. Mr. Coloney 
believes that DEP gives far greater might to peak demand than 
justified. However, %veri Mr. Coloney agreed that the syatwn must 
be designed for peak usage. Mr. Xintz. M. Thomas, and Mr. Biddy 
all considered p..k d a d  when formulating capacity. We defer to 
DBP,-M~ rind that the maximara nunbet of BRCB that St. George 
should be allowed to connect Is 1,346 ERCe at 520 gpd/BRC. 

.In the event that St. George is nuccassful in mdifying its 
consumptive use permit, the maximum number of BRCs may change. 
Accordingly, the utility shall sutrmit a copy of NwRMD!s decision 
and. if the allowed withdrawal rate is increased, it shall also 
report the revised maxhum number of BaCs. This report shall 
include a reconciliation of Mr. Mddy's limitation of 1,541 BRCs, 
what Mr. Th- supportsjmsed On his NrP3IIt hydraulic -lysis Of 
the distribution system, and DBP's raw Mter methodology. 

As of February 17, 1994, only 86 of the 1,346 coanections 
remained available, with 15 COMeCt~OIU reserved for araergencies. 
According to W .  l%mus' praliminaryanalysis. as of July 20, 1994, 
St. George res c d t t e d  t o  serving 1,347 BRCs. Thus, St. George's 
ability to properly serve future customers within its service 
territory is questionable, at best. 

-. 

' Once Mr. Thomas' system analysis is completed, the utility 
shall file a copy viM both DBP and this Ccmnnission. including a 
detailed plan to add capacity. In addition, the utility shall 
prepare and submit a colaplete permit application to the DBP, with 
a copy to this Conmission, by January 1, 1995, to address the issue 
of additional capacity. If the utility is unable to m e t  this 
requirenent. It shall notify US, by January 1, 1995, of the reasons 
therefor and the expected date of ccnpletion. The coneunptive use 
permit mdification currently before the NWPIWO should be resolved 
by then and the m a x b  numbgr of BRCs, reconciled as discussed 
above, should be incorporated in the prescribed procedures above. 

m3Leh29 
M. Coloney stated that St. George was not designed to pmvide 

fire protection. However, he also testified that its ability to 
provide fire has improved. He beliaves that the utility is capable 
of providing fire flow for a significant period Of time, other than 
at maximum peak usage. ~ r .  Coloney also testified that it would be 
desirable to pmvide increased elevated storage and a supplemental 
main dedicated to fire protection. He also believes the system is 
up to standards at this point in time, and that the hydrants are 

functional and provide a high degree of protection. Finally, he 
agreed that the two-inch pipe is ikdequate and would need to be 
replacedvith at least six-inch ruin for fire protection. 

Mr. Biddy testified that there are several alternatives 
available to the utility to be able to +avide fire flow. *One 
would be a totally dedlcatd fire flow system, with its wn etorage 
tank, high eelvice -, and distribution system. He also stated 
that, rith such a dedicated aystem, you could even use non-potable 
water. Another alternative is to increase the size of the mains in 
the distribution system. All of the alternatives would require 
extensive additional storage and more m i n g  capacity. 

Mr. Abbott recognizes that the utility accepts no 
responsibility for fire protection on St. George Island, but hopes 
that the utility and the fire department can uork together in 
achieving better fire flow. According to Mr. Pierce, the utility 
is the only entity poised to address fire protection on the island. 

Since the utility must address the issue of capacity, we find 
that it rould be prudent for the utility and the utility is hereby 
ordered to incorporate fire flow in its consideration. 

1. The following proposed findings of fact are adopted 
Substance, as modified below: 1. 3, 4, 5. 39, 40, 50. 51. 
58, 60. 61, 67, 07. 06, 87, 89, and 90. 

1. The quality of service pmvided by SGIU is 
satisfactory and has improved in recent years. 

3. Since the last rate case, SON has brought about the 
following prograns and improvements: (AI A third well 
has been brought into service; (8 )  A 150.000 gallon 
elevated storage tank has been added; (C) A chlorine 
booster has been added; (D) A regular flushing program 
has been implemented; (B) A regular program for detection 
and rapair of leaks has been implemented; (F) Testing 
prcgmna for chlorine residuals end hydrogen sulfide have 
been implemented; (GI A croaa connection prevention 
program has been implemented; (HI Fencing and aecurity 
have been davelOpea and implewnted at the wells and a t  
the Plant; (1) Personnel have Men rude available to deal 
with emergencies on a 24-hours a day, swen days a week 
basis; (Jl The old generator has been replaced and a 
backup generator has been added; (10 A new 50 hormepower 
high efficiency mtor and pump together with a 50 

.in 
52, 
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horsepower high efficiency replacerent motor h a M  been 
installed; (L) Variable speed drives needed for each new 
mtor to avoid the .water hamaer' problem have been 
installed; (HI Additional puws are maintained in order 
to allow complete redundancy in the w i n g  system: (N) 
A new butterfly valve and a new altitude valve w i t h  
necessary piping configuration have Men installed. 

4 .  Thsse improvements have increased the capacity of 
the system and, improve& ita reliability. Bydmgen 
sulfide or sulphur water complaints have h e n  reduced. 
There has only been one unscheduled service outage. since 
the beginning of 1991, anb-then only for fifteen minutes, 
except in connection with testing by the volunteer fire 
fighters. 

5. The system nou operates at a consistent preesure of 
65 pounds per square inch throughout the aystem. The 
company has taken required saqles in a timely manner, 
except for the thirrt well, and has paased all water 
quality testa. 

39. -Plant in service. should be reduced by 5647 for 
leasehold improv-nta. SGIU and the law offices of Gene 
Brown. P.A. share a leasehold, each occupyiny 50 percent 
of the space. L e a s e h o l & i m p r t s  attributed to plant 
in servica in the m u n t  of 51,295 should, be adjusted to 
reflect only the portion of the leasehold allocated to 
utility use. 

40. Affiliated ccmpanies use space at the law finn of 
Gene B m m .  F.A. A l l  of the furniture and equipment 
used by SOIW belongs to an affiliate. 

50. Pro forma adjusMmts should be determined based 
upon the merits of-the programs they are designed to 
implement. 

51. SGIU expenses are not comparable to the expenses of 
m s t  other Class B utilitiq.. There are many reasons why 
this is true. S G N  ha# samruuusual features that add to 
the cost or providing service, such as: 

A. SGIU'a service area is on a barrier island. 
Its water source is on the mainland, miles 
f m n i t s  nearest custcmer. The service area 
itselt i- long aud ~ r m * .  SGXV has a long 

B. 

C. 

D. 

E. 

F. 

distribution system for & utility of its 
custmer base. 

The volume of water that SGIV needs to provide 
is cyclical. There are three peak demand 
days. The rest of the time the capacity of 
the system is used only to a fraction ot its. 
capacity. Thus. SGIU needs to maintain 
facilities and capacity that are needed only a 
fen days each year. 

SGIU does not have an exclusive service area. 
Residents can use private wells for water 
service and many of them do. SGIU is required 
to provide service to Nstamrs within its 
service area who request it, and therefom 
must extend lines for long distances, passing 
by developed properties with potential 
custmrs who do not choose to use the syetem. 

,- 
Because of the number of private wells, SGIU 
has significant cross-connection problems, 
necessitating a costly program to ensure that 
private wells do not endanger the integrity of 
the wet- anb the safety o f  the prcduct. 

8oIW's service area is a barrier island. Its 
equipmnt is subject to the corrosive effects 
of a coastal enviromnt. 

96Iu serves a d s v e l o p ~  area. mexe is a 
need for negotiation of and execution of 
contract6 such M developer agreements that 
increase the cost of legal services for SGIU 
as Compared to utilities that serve built-out 
conunities. 

52. All of these factors add to the cost of Raintaining 
the infrastructure of the Utility and *rating the 
utility. There are few other utilities that share this 
range of  features. 

58. Many witnesses acknowledged the importance of its 
operations manager. Hank Oamtt, and the desirability of 
keeping him there. SGIU needs all of its present full- 
tine e@oyees to in order to continue providing adequate 
service and in order to continue improving its service. 
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60. Mr. Garrett and a single assistant oparated the 
utility without the second assistant for a period of 
time. These two employees are how on call 8- days 
every week, 24 hours every day. 

61. The list of duties of these employees has increased 
in recent years on account of Department of Bnvironmental 

. Protection testing requirements; increased bookkeeping -~ responsibilities; maintaining the Cross-Connect progrm; 
~ leak detection and repair; on going maintenance; and 

flushing of the distrlbution systom, uhich takes several 
hours every day. This daily flushing becomes even more - important and time conswing in winter months when less 
water is pwnped to customers. 

67. SGIU needs legal assistance to ensure that legal 
matters and legal documents are adepately drafted. It 
also needs ongoing legal support to emure that 
responsibilities imposed by regulatory agencies are w t .  

77. SGIU's unaccounted for water is not eixcessive. It 
is within normal ranges. No adjustment for 'chemical, 
purchased paver. q e n s e  item is justified. 

86 .  All of these studies are important to mintaining 
and improving service provided by SGIU. 

87. At the conclwion of the last rate case, the 
Cmission directed 8010 to implemnt.nev prwrars. SGIU .- undertook to implement improveuents on its own initiative 
in addition to improvemnts lnandeted by the Coxmission. 

8 9 .  Many SGIU customsn want SGIU to provide a level of 
service that would neet fire protection standards. 

- 

90. A atudy is needed so that SGIU can detedne the 
most effective wane of providing fire protection 
service. 

2. The following proposed findings of fact aie adopted: 42, 47, 
55 (1st sentencel. and 91. 

3. The following proposed tindings of fact are rejected for the 
reasons stated: 

a. Unnecessary or inmaterial: 2, 8 ,  10, 11, 20-24. and 26. 

b. 

C. 

d. 

1. 

2. 

3. 

4. 

5. 

Argumentative: 9, 12, 13, 16, 16, 27, 29, 30. 31, 32, 
33. 49, 53, 56, 57. 59.63. 68, 69, 81, 81, and 88. 

Conclusory: 29, 46. 48, 54. and 66. - 
The Coamisaion has the jurisdiction to determine the 
appropriate rates and charges for St. George Island. 
Utllity Ccmpany, Ltd., under Sections 367.081 and 
367.101, Florida Statutes. 

As the applicant, St. George Island Utility Capany, 
Ltd., has the burden to prove its investment in utility 
plant and that its proposed rates and charges are 

The doctrines of  administrative res judicata and 
collateral estoppel do not foreclose the C d s s i o n  from 
reevaluating the issue of original cost. 

The rates and charges approved herein are just, 
reasonable, compensatory, not unfairly discriminatory, 
and in accordance with Sections 367.081 and 367.101, 
Plorida Statutes. 

PUrsUant to Rule 25-9.001l3), Florida Administrative 
Code, the rates and charges approved herein shall not be 
effective until filed with and approved by this 

juatified. 

C d S S i M .  

Upon consideration, it is 

ORDBRm by the Plorida Public Service Ccmnission that the 
application of St. George Island Utility Canpany, Ltd., for 
increased rates, is granted, in part, as set forth in the bcdy of 
this Order, It is further 

ORDBRBD that St. George Island Utility Conpany. Ltd., shall be 
authorized to collect the rates and charges approved herein for 
service rendered on or after the stamped approval date on the 
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revised tariff pages, provided I It ita customers have received 
notice of the revised rates and charges and the reasone therefor. 
It is further 

ORDBRBD that, prior to its ia'Qlementation o t  the rates and 
charges.apprwed herein, St. George Island Utility Ccmpany, Ltd.. 
shall subit tariff pages revised to rsflect the rates and charges 
approved herein. It is further 

ORDBREO that, prior to its implementation O f  the rate9 and 
charges approved herein, St. George Island Utility C~mpany, Ltd.. 
ehall  submit t o  S t a C C  a am-ed notice to its custowra of the 

ORDBRBD that the revised tariff pages xi11 be approved upon 
Statt's verification that they are consistent with our decision and 
upon Staff's approval of the proposed customs notice. It is 
further 

ORDBRBD that St. George Island utility Company, Ltd., shall 
provide prmi that notice was g i m  to its cuetomars no later than 
ten (101 days aftes notice is served. It in further 

ORDBRBD that St. George Island Utility Company, Ltd., shall 
establish, and place all memice availability charves hereafter 
collected into, a colraercial escmy account. ,It is further 

O R D B m  that, hefora funds nay be released from the service 
availabilitv charue escrow accmt. the account administrator shall 
receive: a-written request for release of such funds fmn St. 
George Island Utility CompMy, Ltd.1 written approval of, each 
dlebursement snd thP aramt thereat Lrrn this b s i o n r  an 

names of all partiee &d and the adount-owid to each; a-lien 
waiver from each party owed, and; evidence of proper payment o t  all 
prior disbursenmts. It i 5  further 

ORDBRBD that St. George Island utility cappany, Led., shall 
file a monchly report with this -amion detailins the monthly 
collectiom of service availability charges aa well am the 
aggregate -t. It is furtheT 

ORDBRED that st. osorge -land utility ccmpany, Ltd.. shall 
submit to staff, on or before January 5, 1995, widence that it has 
established an externally lnaMgcd pension plan. It is further 

ORDsm that St. George Island Utility Cornpanu. LtrI.'s pension 
plan shall explicitly provide that, should St. George Island 

Utility CaIPany, Ltd., fail to properly fund 'the plan, the pension 
manager shall inform thie Cdssion. It is. further 

ORDBRBD that St. George Islad Utility company, Ltd., shall 
submit to this coamission. on or before January 5, 1995, .copies of 
its insu.rance. contracts andlor policies. aa w e l l  as canceled cheeks 
cor the p d u m e .  

ORDBRBD that Sc. George lsland Utility Company, Ltd., shall 
ksrp general liability and workers compensation insurance in effect 
and pay its insurance premium in a timely manner. It is further 

It is further 

ORDBRBD that St. George Island Utility Company, Ltd.. shall 
herainaften keep accurate mileage records. It is further 

OBDBRBD that St. George Ieland Utility Conpany, Ltd.. shall 
subnit a copy of the Northwest Florida Water ElaDagmant District's 
decision on its application for a revised consungtive use perait. 
It is further 

QRDXUED that, if the Northwest Florida nter Management 
District appmves its application for a rwised con-tive use 
permit. St. George Island OtilitY C-y. Ltd., shall report the 
reviacd mximum number of equivalent residential connections. m e  
report shall include a reconciliation of MS. Biddy's. nr. mows*. 
and the Department of Bnvirolvrntal Protection's positions on the 
muilum number of equivalent residential connections. It is 
further 

ORDBRBD that, once M. " m a s '  system analysis is completed, 
St. George Island Utility Campany. Ltd.. shall file a copy with 
both the -t Of B w i ~ n t a l  ProCeCcion and this 
Cwnission, including a detailed plan to aQd capacity. It is 
further 

ORDBRBD that St. George Island Utility Caopany, Ltd.. shall 
prepare and aubait a complete pennit application addressing the 
isme of capacity to ths Department of Bmrimmmntal Protection, 
with a copy to thia Camismion. by January 1. 1995. If st. George 
Island ut i l i ty  Cmpany. LM., is not able to meet this deadline. it 
shall notify thia Colliaaion. by January 1, 1995, of the reason# 
therefor and eb. expectcd date o t  capletion. 

ORD8pBD that, since its consuqtive USR pemit application 
should k resolved SoOD, St. George Island Utility Conpany, Ltd., 
shall incorporate a. discussioo of the aaxi.um number of cqvivalent 
midential cmeCtion8, reconciled an discussed above, in its 
capacity plan and p a d t  application. 

It is further 

It is further 
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ORDERED that St. George Island Utility Company, Ltd., shall 
incorporate a discussion of fire f l o w  in its capacity plan and 
permit application. It is further 

complete ita fire protection study by January 1. 1995. It is 
further 

ORDERED that St. George Island Utility Company, Ltd., shall 

ORDERED that S t .  George Island Utility company, Ltd., shall 
file a copy of its fire protection atudy with t h i s  Camiesion, and 
provide notice to its custamrs that the study Is available at its 
offices for review. It is further 

ORDERED that, no later than one month prior to the' expiration 
of the four-year rate case expense amortization period, St. George 
Island Utility Cofnpany. Lcd.. aha11 file revised Cariff pages 
reflecting the m a l  of rate case expense f r m  the approved 
rates. It is further 

ORDERW that, no later than one month prior to the expiration 
of the tour-year rate case w n s e  anwrtization period, St. George 
Island Utility C-y. Ltd., shall file a proposed CUotOmOr notice 
setting forth the revised rates and the reason for the reduction. 
It is further 

ORDERED that, if St. George Island Utility Company, Ltd., 
files for the rate case expanse reduction in conjunction with a 
price index or pass-through rate adjustment. separate data shall be 
filed for the price index andlor paw-through increase or decrease 
and the reduction in the rates due to the 1-1 of rate case 
expense. It is further 

ORDERED that the bond to guarantee any interim rate refund is 
hereby released. It is further 

ORDERED that all schedules attached hereto are, by reference, 
expressly incorporated herein.' 

O m E R W  that this docket shall remain open until st. George 
Island Utility Company, Ltd., s u W t s  the rquired pension plan 
docwentation, insurance documentation, the fire protection study, 
proof Chat the tank maintenance and pipe cleaning are completed or 
under contract, its revised consumptive use permit. and its 
capacity plan and Departlnent of Snviromntal Protection permit 
application, as required by this Order. This docket shall also 
remain open until the service availability charge escrow 
requirement has been released. 

It is further 

~y ORDER of the Florida PubliE-Bervice Cdssion. this 1 4 t h  
day of NopIber ,1991. L A . L  I 

U 
BWVYCA s.  BAY^. Director 
Division of Records and Reporting 

( S E A L )  

RJP 

The Florida Public service C d s s i o n  is required by Section 
iao.59(4), ~lorida Statutes, to notify parties of any 
administrative hearing or judicial review of C d a s i o n  orders that 
is available under sections 120.57 or120.68, Florida Statutes. as 
well as the procedures and time limits that apply. This notice 
should not be construed to uman ell requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

lrny party adversely affected by the connission's final action 
in this matter may request: 11 reconsideration of the decision by 
filing a motion for reconsideration with the Director, Division of 
Records and Reporting within firteen (15) days of the issuance Of 
this 0-1 in the form prescribed by Rule 25-22.060. Florida 
Administrative code; or 2)  judicial review by the Florida supreme 
Court in the case of an electric, gas or telepbone utility or the 
First District Court Of Appeal in the case of a water and 
wastewater Utility by filing a notice of appeal with the Director, 
Division of Records and Reporting and filing a copy of the notice 
of appeal and the filing fee with the appropriate court. This 
filing mu8t be ccmpleted within thirty ( 3 0 )  days after the issuance 
of this order. pursuant to Rule 9.110, Florida Rules of Civil 
~rocedure. The notice oL appeal m a t  be in the form specified in 
Rule 9.900 (a). Florida Rules of Appallate Procedure. 
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?. GEORGE ISLAND UTILITY CO. 
DNSTMENTS TO RATE BASE 
3ST YEAR ENDED DECEMBEP. 31, 1992 

SCHEDULE NO. I-B 
DOCKET NO. 940109-WU 
PAGE 1 OF 2 

PLANT IN SERVICE 

A. To reduce for lack of suppotl (A€ # 5)  Stip No. 1 
B. To reduce lo( lack of aupporl for 3rd well (AE #9) Stip No. 2 
C. To reduce for duplicative recording (AE dl0 acct 330.4) Sip No. 3 
0. To remove costs associated with storage lank (A€ #lo) Stlp No. 4 
E. To increase lor non recording of retired copier (AE I S )  Stlp No:5 
F . .  To reduce for pump retirement Well dl (AE 18) Slip No. 5 
0. To reduce for pump mdrement Well e (AE #e) Stip No. 5 
H. To reduce for retirement of copier (AE 68) SHp No. 5 
I. i o  reduce for transpollation expenses and cost reductions [A€ t 7 )  Stip No. 6 
J .  To increase for fire hydranls not reccrded Slip No. 10 
K. To decr6asc for non rupporl (A€ AS) Sup No. 15 
L To Increase lor udliiy's new generator (AE #? 1) Slip No. 16 
M. i o  reduce for orisinal eosi adjustment in llsuc No. 2 
N. Reduce engineering design fees (AE B14) Issue No. 3 
0. To reduce for leasehold improvements Issue No. 4 
P. To reduce general planfor use by a%iEates Issue No. 5 
9. To Increase for 1993 growth Issue No. 7 

N E T  ADJUSTMENT . 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ -  

LAND 

A. To reduce for non related charges (AE A4) Slip 1 7  
a. To increase for growth adjustment Issue No. 7 

NET ADJUSTMENT 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _  

NON-USED AND USEFUL COMPONENTS 

To increLse lor lines in pl intdon Sup No. 20 
__---_----___----- 

ACCUMULATED DEPREClATlON 

A. To reduce for romovd of stofge lank (AE R12) Stip 4 
E. To increase for retirement of copier (AE W )  SUP 5 
C. To dmerease for rctlremenl of pump lor well no.1 (AE t8) Stip 5 
D. To decrease for mtlremenl of pump lor well no. 2 (AE #el Slip 5 
E. To decrease for retiremmt 01 copier (AE #e) Slip 5 
F. To coned depraciadon @nor (AE t lq  Stip 11 
0. To decrese for adjustment eng feea (AE 114) Issue NO. 3 
H. To increase for growth adjustment Issue No. 7 
I. 

- 

To decrease lor rete change (Slip Sl4)  

NET ADJUSTMENT 

t 

(2.067) 
(876) 

P.370) 
(12.51 8) 

. 1.675 
(7.029) 

(10,378) 
(3.654) 
(3.088) 
13,423 

(12.665) 
1,941 

(379.948) 
Pl.000) 

(647) 
(5621 

1 15.428 

$ (324.3451 

$ 10.515 

s R12.211q 

(10.327) 
1,470 

159.543) 
3.564 

.. 
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T. GEORGE ISLAND u m i n  co. 
, D T U S T M E ~ S  TO'RATE BASE 
EST yEhR M f i D  DECEMBER 31,1992 

SCHEDULE NO. 1-8 
DOCKET NO. 910109-WU 
PAGE 2 OF 2 

C.I.A.C. 

A. Increase for hnds received from Volunleer Fire Dept - Slip No. 10 
8. To increase per growth adjuam@nl Issue No 7 

NET ADJUSTMENT 

__-______ -- ~ \ 

ACCUMULATED AMORTlZATION OF C.I.A.C. 

A. To reflea adjustment for funds rgceived from Volunteer Fire Oepl - Slip No. 10 
8. To refect correcJon to summary records (AE $16) Slip No. 12 
C. To increase per growh adjustment Issue No. 7 

______I__________ ----. 

NET ADJUSTMENT 

ADVANCES FOR CONSTRUCTION 

A. To reflect correc;ion to DNR balance (AE 520) Slip No. 10 
8. To increase for kmds received from Homeowners Issue No. 6 
C. To decrease per growth adjustment Issue No. 7 

NET ADJUSTMENT 

--------- ---- ------. 

WORKING CAPITAL ALLOWANCE 

To reflect adjument IO O&M Expenses 
- --- --. 

(29.753) 
(267,148) 

2,702 
10,635 
28,542 

5 41,879 

$ (52.965 
, 

$, I19.8301 

860 
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. .. 
Sehedule I-D 
Pagal of8 

Wd4 #1 
wet m 
PVC Supply Malm 
Dume Imn Plpa Supply Maln 
Wc.1~ Trentment Plant 
Gmnd SlofageTank 
Pumphg sintion 

20 hp HI@ Servica Pump 
50 hp Hlgh SErv*e Pump 

PVC W l W  M l h  (EXC!Udblg SUpphl mdM) 
T 

2- 
4. 
s 
(r 

1Q 
12- 

Fire Hqdranls 

Flush Sinnd 

1978 
0-P 

Yes 
No 

Yes 
14078 

Yea 
Yes 
Yea 
YES 
NO 

0 
0 

23,817 
24.3% 

0 
159 

lsln 
Blrhop 

YES 
No 

Yes 
13.078 

Yes 
Yes 
Yes 
YES 
Yea 

15225 
4580 

5wsz 
49.891 

0 

NIA 
NIA 

30 NIA 
15 NIA 

NIA 
1 NIA 

9 4 5  

iaaa 
ColOtWy 

Yea 
YSS 
Yea 

13,078 
Yes 
Yes 
Yes 
Yes 
Yea 

69,375 
7.4n 

98,381 
49,891 

0 
1,095 

63 
11 
57 

4 

89 

3 
18 

0 141 &(8 
0 0  3 
0 0  1 
O D  2 
0 0  1 
0 1  1 
0 1  1 

0 0  1 
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. 
OfUGlNALCOSiASOFl9?SBlSHOPAPPRAISAL 

Sche&le 1 -D 
Paw3ofB 

w urn 1978 W W  WNW 1078 NARUC 
PRICE REPLACE WHrIMANa WH(TMAN+ ORIGINAL ACCOUNT 

COST Rrn m a  COST 
Pmdu&unWei&m 
zw. 8 Wen 
10 WP TubM Pump 
l l n d  
WdlHOUS#hkb 

.. . .- . 
152 la ts..m 3072 

1 s3m s3m NIA NIA *500 3032 
1 n.Oo0 27.mo 175 SS.414 3112 

n a - 
$20aa, $18.163.61 

hWVf.tSrTmmn!&on Main 
Pmd. We0 m no. end bridge 

8 PVC P b  (Aw. d Bi.lwpb sludks) 
8 PVC pipe (A*. d BhhOp'S shlhldbr) 

bDucUbtmn 
6Gabyalve 
b Gab vdva 

64!iDeg.Wnd 
6WDeg.Bmd 
8 W D e g . h d  

pss $282 SS.e8l 
9 1 1  $4.72 $18.442 

59 $1450 $841 
1 m0.m m0 
2 S201.M 55115 
1 $10725 $107 
1 $123.75 $124 
2 $18150 $363 

S27.341 

111 
111 
176 
176 
176 
176 
176 
176 

104 
104 
150 
150 
151) 
150 
159 
159 

$6241 
$17279 

ms 
nse 
5523 
$98 

$111 
w 

aSSS.41 

5092 
3092 
5092 
3092 
3092 
3092 
3092 
3092 
3092 

No. End d Mdge m R s m v .  
b WC Pips (Aw. d Bkhop's sludks) 

8DUC!lblfOrl 
bQmeY.hn 

b Dnst. Coupflng 
8 4 S D n g . h d  

12209 s.72 $57571 
232 $ 1 4 3  . $3384 

3 ~1~ sm 
4 s1.4w.m ts,sar 
2 $156.75 $314 *m. 

111 
176 
176 
I76 
170 

104 
151) 
150 
151) 
151) 

3092 
5092 
5002 
5092 
3092 
j0g2 

fiM.tor 
13078 55.75 M.4ss 
m sodo SBm 

Q42.477 

ro7.541 

3092 

TOTAL RAW WATER W N  

s633P. 
$27.719 
$20.813 
Sl.CS9 
S.2275 
5.612 

h 2 m  
$17.095 
Sl.313 
525u 

*124.% 

330.4 
350.4 

3112 
320.3 
3112 
3112 

339.3 
359.3 
3w.3 

m a  

30(a 

176 
181 
176 
I IN 1979) 

154 
175 
154 

176 
176 

154 
154 

NWEquipmmt 
kra'RayPam 

TOTAL RESERVOIR PUMPS. ETC. 
t 1 4 . U  3102 

S181.oW53 

2- 0 $1.43 SD 
4- 0 $1611 so 
6 23.617 $2.82 h68520 
8 2459) $4.72 $115.020 

10. 0 ma0 to 
1 P  1% $13.65 $2116 

tlss.sss 
Appumnrnn.(ll.l%ofTaD) $20.410 

TOTALTRANSMISSION i USTRIB~ONWSIEM SZM.074 

SERVICES & MmRS (From the Colonsy Sudd 
HYDAAHTS 
SUBTOTAL (?fol.ddmg Admin & EngiraainP) 
Ad- 
En-9 
TOTAL ORIGN4L COST 

PVC PIPE 

Qo.410 350.4 
sax.074 330.4 

5519 333.4 
55.732 335.4 

$707.413 
mo2w 
ylom 
m.829 
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, 

&s 
tuI) 
4.12 
$2n 

M ea 
ssn - $1.81 

$1.81 
54.64 
S l r l  

a 1 3  
$230 

$4.13 am 
S6.m 
Ss.59 

a* 
e92 
s7.P 
sa41 

Sli34 
S17Y 
tsa 
$1734 

rm 
$1.615 
Sm 

1- 

*i& 
$1*S 
an 
$1.65 

e44 
SZU 
-2s 
&U 

- 

Q 
Jo 
$0 
to 

Q 
to 

ou 
$4.88 
s1.s 
$3.s 
s1.e 

*U 

s.34 
&47 

$1.- $1.024 . t1.070 $1.118 $1.147 $1.147 865 



. 
Schedule 1 -D 
Page 6 of 8 

Elshop 1078 
Elthop 1082 
coloney - 
AvoI.~. 01 Elshop 1078 and 1982 
4- 
Elshop 1078 
Ebhop 1982 
Colonmy 
AwmageoI&hop 1078ond 1082 
8- 
Elehop 1078 
BldlOP 1982 

a 

Gal only 
Avbr.ga 01 W m p  1078and 1982 .. " 
El8hop 1078 
EOhap 1082 
Golonay 
~verspo 01 8hhop 1078 and 1082 
lo. -* 
Elahop 1070 
Elshop 1082 
calonoy - 
Avarage 01 Ewlop 1978 and 1082 
*.Y 
IL 

Elshop 1070 
Elshop 1082 
Colons y 
Awrqje Or Elrhop 1978 and 1882 

0 0 0 
0 0 0 
0 0 0 
0 0 0 

0 0 0 
0 0 0 
0 0 0 
0 0 0 

0 o 7a.763 
0 0 66285 
0 0 1W.189 
0 0 88.520 

5.028 
5.928 

11,094 
5.028 

,2.345 
2.348 
8.028 
2.348 

31,420 
23.040 
81.401 
27,230 

6.418 
8.418 

12Pas 
8,418 

2.542 
2.542 
8.524 
2.542 

34,017 
24,045 
ea582 
20.4U1 

8808 
8,808 

8.008 

2,738 
2,738 
7.022 
2.738 

38,814 
26.840 
71643 
31,731 

13,078 

8.881 
8.581 

13.103 
8.881 

2,830 
2.830 
8,624 
2,830 

34.538 
25,887 
87,578 
30218' 

18232 
18,232 
38.800 
18,232 

1278 
1.278 
3,270 
1,278 

28.680 
20.w0 
65.801 
24,760 

0 0 130,508 37,175 40247 43,310 40,881 
0 0 09.549 28558 30.700 33,043 31.871 
0 0 102,738 54,000 60.438 83.075 0,345 
0 0 115,028 32,785 35,473 35.18) 38,388 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 2.118 0 0 0 0 
0 0 2.118 0 0 0 0 
0 0 2.154 0 0 0 0 
0 0 2.115 0 0 0 0 

- 

0 
0 
0 
0 

0 

0 .  

3.02s 
3.020 
3.080 
3.025 

18.855 
18,055 
34.314 
18.855 

1.188 
1.188 
3.040 
1.188 

28,587 
19,482 
51,084 
23.024 

0 
0 
0 
0 

18,723 
18.723 
33,844 
18,723 

1,172 
1.172 
3.007 
1.172 

28203 
19215 
51272 
22,7m 

0 
0 
0 
0 

0 

0 

2.813 
2.814 
2.884 
2,813 

0 

0 

2,774 

2.825 
2 . n ~  

2.776 

18.401 
18.401 
33.374 
18.401 

1,168 
1.158 
2,988 
1.1 58 

25,830 
18.948 
50580 
22,304 

0 
0 
0 
0 

0 

0 

2.738 
2.737 
2.785 
2,738 

18,723 
16.723 
33,844 
18.723 

1,172 
1.172 
3.007 
1.172 

28203 
19215 
51272 
22,700 

18,723 
18,723 
33,844 
18-723 

1.172 
1.172 
3.007 
1172 

20203 
10216 
51,272 
22,709 

0 0 
0 0 

. O  0 
0 0 

0 0 

0 0 

2274 2.774 
2.776 z m  
2,825 2.825 
2776 2775 

Esllmalad Orlglnsl Colt lor TCD malna (lnhIdlng the 11% lor mppunenancma. Blnhop's mala don? Include lhm enplnrrlng and admlnlstr.Uv. SOH comla.) 
Tolol 

Blshop 1078 0 o 232,848 8s.411 0 2 . ~ 0  some 84.110 ss.782 5 2 . ~ 4  ti2.001 5 1 ~ n  sz,oui 52,081 021,351 
8l8hOP 1982 0 0 175502 88.302 71.78* 7728t 74,621 48,312 44,932 44,312 43,701 44,312 44,317 735.268 
colanay 0 0 3Ul.420 140.337 181,878 174.020 104.141 110.178 102.468 101,WS 98.651 101,oM 101.055 1,848,082 
Av01.p~ 01 Bhhop'o 1078 and 1082 0 0 204,074 78.857 82.120 80.3W 04,315 62.550 48.EE8 48,108 47.520 40,108 46,109 828.300 

Esllmalmd Orlglnal Coml 01 HWdnnla (81.hop ComIa do not Include mnglnmmrlng m n d  admlnlslr.lhn son costs) Tolal 
Elshop 1078 0 0 8.524 8,835 7.353 8.043 8,310 8238 5.120 8.421 8.807 8.881 8,881 75.300 
Blahop lO8Z 0 0 4,041 5.178 6.586 8,001 8,300 4,723 3,878 4.882 5,071 5211 5211 57.031 
Colonay 0 0 7.308 7.748 8,335 0.117 0,430 7,070 5.804 7270 7.501 7.800 7.800 85.370 

m r q a  01 Elshop 1078 and 1082 0 0 5.732 8.005 8.480 7,087 7.310 S.480 4.400 S d l l  5.884 8.048 8.048 88.170 
m 
@> 



INTPNQIBLE P U N T  
301.1 Ormnlotbn 
3021 Fmnohbn 
339.1 Oth~PIant6Ml~a 

, 

I I I I I I I I I I I 

I I I I I I I I 
I 10,717 
I 

I 10,7171 
I I I 1 I I I I I 

I I I I I I I I I I I I I 
4&826l 01241,~11W.2701 1 07.5021 121.Lt?41 118,7311 07,aOJI lOZ.1671 114.3761 88. 8701 W W 1 1  81,2101 
4 5 , 9 ~ 1 6 4 ~ ~ I 7 ~ , . 8 2 9 1 B ~ o 0 0 1  1.W801 I 1.1254WI 12441#l 1,34l,ts?l 1.44WZ81 1.5ti7.7041 1,844,5741 1.731.1MI 1,795,3831 1,795,383 
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ST. OEOROE ISLAND UTILITY CO. 
CAPITAL STRUCNRE 
TESTYEAR ENDED DECEMBBR31,1992 

SCHEDULE NO. 2-A 
DOCKET NO. 940109-WU 

1 LONG TEFM DEBT $ 3,940,451 

2 SIUJRT-TERM DEBT 371,119 

3 PREFERREDSTOCK 0 

4 COMMON mum 0 

5 CUSTOMER DEF’JSITS 15,388 

?DEFERRED ITC’S 0 

8 ADD NEG EQUITY 0 

90.94% 7.86% 

8.m 1217% 1 .MFK 

0.00% 0.00% 0.00% 

0.00% 0.00% 0.00% 

0.36% 8.00% 0.03% 

0.m 0.00% 0.00% 

0.00% 0.00% 0.00% 
_I-- _-__- I_---- 

-, 
$ (3,720,916)S 219,535 89.57% 7.2% e .48~  

pe4,ieo) 12.958 6.23% 9.90% 0.52% 

0 u 0.m 0.00% 0.00% 

0 0 0.00% 0.00% 0.00% 

0 15.388 621% 6.ooX a3776 

0 u 0.00% 0.00% 0.00% 

0 0 0.00% 0.00% 0.00% ---- ------ -II- -I- ------ 
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ST. GEORGE'ISIAND Urlm CO. 
ADJUSTMENTS TO CAPITAL SmUCTURE 
TEST YEAR ENDED bECEM8ER 31,1992 

SCHEDULE NO. 2-8 
bOCKET NO. 9401 Os-WU 

2 SHORT-TERM DEBT (1 61,693) b (212,567) (3641 60) 

3 PREFERRED STOCK 0 b 0 0 

4 COMMONEQUITY d 0 0 0 

5 CUSTOMER DEPOSITS 0 0 0 0 

8 ACCUM. bEFgRRED INCOME TAX 0 0 0 0 



ST. OEOROE ISLAND unum co. 
STATEMENT OF WATER OFERAnONS 
TEST YEAR ENDED DECEMBER 31.1992 

SCIlBDULB N0.3-A 
DOCKET NO. #OlW8-WU 

S 317.843s 424.875 s 742.718 $ (39276flS 349.949 $ 112.974 

OPERATINO EXPENSES 32115% 
_________. ________ I---_---. ----------- --_--.--- ------- 1 OPERATINO REVENUES 

2 OPERATION AN0 MAINTENANCE , $ 280,907 $ 244.088 S 524.975 S (158.842)S 388.331 $ s 388,331 

3 OEPRECIATION 39.020 (398) 38,626 (17.225) 21.403 21.403 
0 

4 AMOANUTION 

5 TAXES OTHEATHAN INCOME 

0 INCQMETAXES 

0 

29.328 

41.452 41.452 . (19.865) 21.567 21.887 

24.020 53.346 (21>10q 32,231) 6.174 37.412 ._ 

8 OPERATING INCOME 

9 RATE BASE 
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T. GEORGE ISLAND UlUlTY CO. 
ID~USTMIWTS TO OPERATING STATSMENTS 
EST YBAR ENDED DECEMBER 31,1992 

SCHEDULE NO. 3-I7 

opmnta RWNUES ----------_-_----- 
A. To nmow th6 utility's tt& year revenue request 
8. To retledgmwih adjustment 
C. To increase miscelaneous Cedce charges for growth 

NET ADJUSTMENT 

OPERATION AND MAINTEMNCE EXPENSES 

A. To reduce sdsn'er for allocation to affiliates (Issue 13) 
8. To reduce heath bene& for allwenee for only full time employees (Issub 15) 
C. To also reduce health ben& for allacation to .Ifilbtes (Issue 13) 
D. To nvsne allowance for p r d o n  plan(Isrue 15) 
E. Increase purchase power for growth adjustment (Islul, 30) 
F. To Increase chemicdsfor growth adjustment (Issue 30) 
Q. t o  reduce Ieslyear chbmk*l exporn* (A€ 21) Stip No. 9 
h. To increase materials and $upplies for growth adjustment (latue 30) 
1. To nduer m&erials md huppliu (AE 22) Stip 8 
J. To nducr contract servicbr-ohrfor non $upport 24) Stlp 21 
K To reduce conbactservic6r-eng to disdow reWner (Issue le 
L To reduce contradservicer-aectlo disdlow W n e r  Osrue 17) 
M. To reduce contrscttervices-legd to decreem retabor (Issue 18) 
N. To reduce contrsdservices-mglforr~ner (I&we 19) 
0. To decrease conhadservicrs-other fortank clewing (Issue 20) 
P. To decrease contradseN(ce$-oth(rfor$upply main ciednlng (Issue 
9. To decrease contradservic6r-~erfortesUng (Isrue 20) 
R. To decrease rent for allocationlo  ala, (Isrul, 13) 
S. To decrease trampoddion exporno (Issue 21) 
T. To decrease insurance dxpense (Issue 22) 
U. To reduce rat6 edse bxpense gsrur 28) 
V. To reduce bed debt expense (Issue 24) 
W. To reduce mise eapenses tor ellocation to non d M e $  (Issu6 13) 
X To reducd mise e*psnse$ for dbalkw&ncO of cellular phone (Issue 25) 
Y. To reduce mise expenses for BtdkwAffie on non recuning charger @suo 25) 
2 To mduce miac expnsos for cofpomtb MIng Osaue 25) 
AA. To inir66S6 miic hWmM tot gewth 6dju&6nt (IS& 30) 

NET ADJUSTMENT 

DEPREClATlON 

(428,201) 
35.094 

338 

A. To railed adjustment for ramoval of stomge hnk (Stlp # 4) 
8. To reflect adjustment lo rMiM pump for Well #I (stip #5) 
C. To reflect adjustment to pump for we@ & (Stip #5) 
D. To rdectadjustfnentto rcWn copier (Slip 45) 
F. To reflect adjustment to *cord tonltibutlau tmm ere dept (Stip #lo) 
0. To refect the correction of m rmr (AE 27) Stip # 13 
H. To refledthe change in rater (Stlp # 14) 
I. To reflect adjustment lo non used end uteM plant (SUP #20) 
J. To reflect adjustment lo plant for odglMf cost (Issue 2) 
K To reflectadjustmentfor r e m 4  of eng designfees Qtw 3) 
L To reflectndjlatmentfor gmMh (Issue 30) 
NET ADJUSTMENT 

120) 
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SCI-LW- NO. 3-B 
DO- NO. 940109-WU 
PAGE 2 OF 2 

t. GEORGE ISLAM) UTLlTY CO. 
D- TO OPERATING Sl?ATEh4ENTS 
=YEAR ENDED DECEMBER 31.1992 

AMORTlUTlON 

A To redum requestfor system analyris 
B. To reduce request for aerator analysis 
C. To reduce requestfor hydrdogicd M ~ Y S ~ P  
D. To reduce request for Cre proteaion study 

hlETADJUmENT 

TAXES OTHER THAN INCOME 

A To remove requested provision for RAPS 
8. To adjust payroll tares to. mled salary adjustment 
C. To adjustfor perauditexcept28 
NETADJUSTMENT 

OPWATlNB REVENUES 

Adjusbnent to reflect recommended revenues 

B E S  OTHER THAN INCOME 

To reflect W s  related to adjustment to revenue0. 

t ,  (1S.saq 

t -  114.974 

$ . 5.174 

. .. 
: . . . .  

I '  ' 

4 '  . .  .. . 
872 
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ST. OEOROE ISLAND UTILITY CO. 
OPERATION AND MAINTENANCE EXPENSES - WATER 
TnST YEAR ENDED D@CEMBBR 31.1992 

I S  

DOCKET NO. 940109-WU 
SCNEDULE NO. 3-C 

801 
803 

804 
810 
315 
818 
618 
620 
691 
832 
833 
634 
835 
841 
842 
650 
858 
857 
858 
659 
660 
668 

687 
870 
675 

sAumEs AND WAQES - EMPLOYEES s 
SALARIES AND WAQES - 
EMPLOYEE fWSlONS AM) BENEFITS 
PURCHASED WAN3 
PURCHASED POWER 
FUELFOR POWER PRODUCTlON 
CHEMICALS 
MATERIALS AND SUPPLIES 
CONTRACNALSERVICES -ENQR. 
CONTRACTUAL SERVICES - ACCT. 
CONTRACTUAL SERVICES - LEQAL 
CONTRACNALSERVICES- MOMT. FEES 
CONTAACNALSERVICES - OTHER 
RENTALOF BUILOINQ/REAL PROPERTY 
RENTALOF EQUIPMENT 
TRANSPORTATION EXPENSES 
INSURANCE-VEHICLE 
INSURANCE-QENERAL UAElUM 
INSUFIANCE=WORKMAN'S COMP. 
INSURANCE-OTHER 

OFFICERS, DIRECTORS, ETC. 

ADVERllSlNQ EXPENSE 
REQULATORl COMMISSION EXPENSES - ~ ~~ 

AMORT. OF RATE CASE EXPENSE 
REO. COMMISSION EXPENSES - OTHER 
BAD DEET EXPENSE 
MlSC%J.ANEOUs EXPENSES 

e2.879 $ 

0 
4,359 

0 
20,502 

0 
3.699 

15,673 
4.151 

31,438 
21,818 
48,000 
12344 
9,092 
7.183 

18.022 
0 
0 
0 
0 
0 

0 
0 
0 

80,241 S 

' 0  
29.997 

0 
404 

0 
0 
0 

1,849 
(8.m 
2182 

0 
65.091 
1,076 
2833 
( 2 4 a  

0 
17,000 
4 m  

16,502 
0 

26,280 
0 

8,ne 
2.773 

123,120s 

0 
34,356 

0 
20.%?6 

0 
3,899 

15.673 
6,OW 

22,640 
24.000 
48,000 
97,435 
10,168 
9,788 

16,600 
0 

17,000 
4 . m  

15.82 
0 

2 6 , m  
0 

24.422 

119,soe 

0 
16,140 

0 
21,834 

0 
3,513 

11.580 
4.041 

18,640 
3,OW 

32WO 
50.525 
8,451 
9.798 
7,800 

0 
0 
0 
0 
0 

25,471 
0 

1,s- 

co t 
-if 
w 
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ST. GEORGE ISLAND WluTy COMPANY, LTD. 
COUNTY: FRANKLIN 

*St W A  ENDED: DECEMBH 31,1@92 
DbCI(Ef NO. a40109-WU 

, 

SCHEDULE NO. 4 

WA*# 

RATE SCHEDULE 

CommWon UUlny Commission 
Approved Requested Apprwed 

Current - Final - Final 
7 

Bdsb Facility Charge: 
Meter Size: 

s/s. X 3w 

1 llr 
1' 

r 
3' Compound 
3' Turbine 
4' Compound 
4' Turbine 
6 Compound 
6' turbine 
8' Compound 
8' Turbine 
10  Compound 
I0 Turbine 
lr Compound 

--ONAGE CHARGE PER MO (1 ,OOO) 

RESIDENTIAL $IUS - 98' X 9/4' 

3,000 gallons 
6,600 gktlbns 
10,000 gdons 

$14.05 
$35.1 1 
$70.24 

$11237 
$224.74 
$245.81 
$351.16 
$421.39 
$70231 
$877.89 

$1 ,123.70 
$1.284.17 
$1.615.33 
$2.036.72 
$3,019.96 

$1.67 

$15.61 
$39.00 
$78.03 

$124.83 
$249.87 
$273.08 
m.1 I 
$468.13 
st80.21 
$975.27 

$1,248.34 
$1,404.99 
$1,794.50 
$2,262.83 
$3,354.93 

$30.91 
$77.27 

$154.54 
$247.27 
$494.54 
$540.91 

$927.27 

$1,931.81 

$1.86 $2.84 

$1 9.06 $ 
$22.40 $ 
$30.75 s ' 

$39.43 $21.19 
$24.91 $45.11 
$34.21 8 ' $59.31 

4 

$21.49 
$53.72 

$107.44 
$171.90 
$549.79 
$378.03 
$ w . i a  
5644.62 

$1,074.36 
51,34295 
$1,718.97 
$1,933.85 
$2.471.03 
$3,115.64 
$4.619.74 

$27.58 
$31.64 
$41.79 

874 
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ST. GEORGE ISLAND UnurV COMPANY, LTD. 
COUNTY: FRANKUN 

TEST YEAR ENDED DECEMBER 31,1992 , 
DOCKET NO. 940109-Wu 

Resldentia 

Schedule 5 

RATE SCHEDULE 

Schedule of Rate Decrease After Expiratjon of 
Amortization Period for Rate Case Expense 

and'deneral Service 

Base Facility Charge (meter size): 
518' X 314' 

1' 
1 lB 
2 
3' Compound 
8 Tutbine 
4' Compound 
4' Turbine 
B Compound 
ff Turbine 
8 Compound 
8' Turbine 

JV Compound 
IO' Turbine 
IYCompound 

Gallonage Charge, per 1,000 gallons 

Water 

Monthlv Rates 

Commlsslon 
Approved 

Rates 

$21.49 
$53.72 

$107.44 
$171.90 
w.79 
$376.03 
8537.18 
$644.62 

$1,074.36 
$1,342.95 
$1,718.97 
$1,933.85 
$2.471 .M 
$3,115.64 
&%&I 9.74 

$203 

Rate 
Decrease 

$1 20 
$3.00 
$6.01 
$9.61 , 

$1 9.22 
$21.62 
$30.03 
$36.03 
$60.05 
$7506 
$96.08 

$lOS.b9 
$138.12 
$1 74 .I B 
$258.22 

$0.1 1 

875 
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- 
COMPANY ST. GEORGE iSlAND U n U n  CO. 
WATER DISTRIBUTION PLANT 
TEST M A R  ENDED DECEMBER 31,1992 

SCHEDULE NO. 6 
PAGE 2 OF 5 
DOCKET NO. 940109-WU 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9 .  

10. 

Non-used Plant - Net 

Future ERCe 

Annual Depreciation Expense 

Rate of Return 

Weighted Cost of Equity 

Federal lnwme Tax Rate 

State Income Tax Rate 

Annual Properly Tax 

Other Costs 

Test Year 

, 

$82,285 

457 

$3.658 

7.35% 

0.00% 

0.00% 

0.00% 

$0 

so 
1993 

8’77 
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COMPAtW: ST. OEORGE ISLAND M U M C O .  
WATER DISTRIBUTDN PLANT 

SCHEDUE NO. 6 
PAQE 3 OF 5 
Dock3 No. ~ 0 9 - - W u  EST YEAR ENDED DECEMBER 31,lSS2 

CoitotQulntyingW& 
Dhided By Fulun ERC: 

h&flc: 
Mdliply By Redo of Return: 

Annual Return Pa ERC. 

Annual Raduction in W m :  
(Annnul Deprecidon Expense 
per ERC Times Rate of Raurn) 

Federal To: We: 
BeoUve SMb To: We: 

lotd T a  Rate: 

EflechTaonRaum: 
(Equity % Times l ax  Rate) 

$lsO.OS 
7.95% 

$1323 A n n 4  Prop6fy Tax -nr& 

Annual Dept. Co* per Elif2 

- - Future ERC's: 

-- . 
so.% 

Annual Prop. Tax per WC: 

O.W% Weighted Cod of Equity: 
0.00% Mvided by W e  of Return: 

0.00% K of Equity in baturn: 
_I 

P d s l o n  For To:: O.W% CostprERC: 
(rm on Raum/(l -TOW Tax Fiat~)) -- 

I 
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SCHEDULE NO. 8 
PAGE 4 OF 5 
DOCET NO. S4OloS-WU 

COk4PANy: ST. 6 h R Q E  ISLAND VnuM GO. 
WATER DlSTRlBUtlON PLAM 
TEST YEAR ENDED DECEMBER 31,1992 

Unfunded Other Costa: 
Unfunded Annual Depredation: 
Unfunded Property Tax: 

Subtotel Unhrnded Annual Expense: 
UnMnded Expend Pn'o<Year: 

TOM Unfunded ExpbtlSBb: 

Rstum on Expenses CurtentYear: 
RMum on Expenses Motyear: 
ktdrncnrkantCurr6htYear 
-in@ Prior Year: 
Compound Eamingd tram Pn'or Yew 

Totel Compounded Earnings: 
Eamlngf ~~~ Factor for Tee 

Revenue Required to Fund Earnings: 
Revenue Required to Fund ticpenses: 

Subtotal: 
Divided by Factor for Qrow Receipts Tax: 

ERC Carrying caot for 1 Year: 

r 

1993 1994 1995 1998 1997 
A_-- ------- _____ 

$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 
8.00 8.00 8.00 8.00 , 8.00 
0.00 0.00 0.00 0.Ob 0.00 

b 8.00 $ 8.00 $ 8.00 $ 8.00s 8.00 
0.m 8.00 18.01 24.01 3202 

E.W$ 1B.M $ 24.01 $ 32.02f 40.02 
-n===r -E===== ====I-+ &Et*==*. 

$ 

0.59 0.59 0.59 0.5# 0.59 
0.00 0.59 1.18 I .78 235 

13.a 1285 1208 11.47 10.88 
0.00 13.P 27.44 42.w ss.06 
0.00 0.97 202 3.14 4.34 

--I--_ ---_ -- L ---- 

------- - ---- ---_ --- 

------ _.---_ ---- ------- ------ 
$ 13.@$ 28.03$ 4328s #.e$ 77.23 

1.00 1 .00 1 .00 1.00 1.00 
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. .. 
COMPANY: ST. GEORGE ISLAND UTlllTy CO. 
WATER DISTRIB~ON PLANT 
TESTYEAR ENDED DECEMBER 31,1992 

SCHEDULE NO. 6 
PAGE 5 OF 5 
DOCKEf k40.840109-WU 

1993 1994 1995 1998 1997 1998 1999 

Jmuaty 1.90 24.79 48.14 7259 98.22 12227 122.77 
February 3.81 26.73 50.17 74.72 100.45 122.77 122.77 
Metdl 5.71 28.67 5220 76.85 10269 122.77 122.77 
&til 7.62 30.61 5423 78.97 104.92 122.77 122.77 

9.52 32.55 56.26 81.10 107.15 122.77 12277 
11.43 34.u 5829 8323 109.38 122877 122.77 

May 
June 
July 13.33 g6.42 60.32 85.35 111.61 122.Tt 122.77 

15.24 38.36 62.35 87.48 113.85 122.77 122.77 
17.14 40.30 64.38 89.61 11 6.08 I!&.??, 122.77 

A u s d  
September 
Odober 19.05 4224 66.41 91.73 i 18.31 W.??. 122.77 
November 20.95 44.17 68.43 93.86 120.64 1 2 2 3  122.77 
Oecernber 22.86 46.1 1 70.46 95.99 12277 122.77 122.77 

------ -1---1--__- ---- --- -_ 

I 
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