
-E-- 
State ol Florida 

DMSION OF LEGAL SERVICES 
NOREEN S. DAVIS 
DIRECTOR 
(W) 413-6199 

February 26,1996 

Ms. Blanca Bayo, Director 
Florida Public Service Commission 
Division of Records and Reporting 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Confidential Commission Document No. 11719-95 in Dodcet N d  

Dear Ms. Bayo: 

Attached is the Prefiled Testimony of Jeffrey A. Small. Pages 20 and 21 of Jeffrey 
A. Small‘s Exhibit JAS-1 are still being held and should be treated as confidential, pending 
the time for reconsideration and appeal of Order No. PSC-96-0211-CFO-WS to run. 

On November 21, 1995, Southern States Utilities, Inc. (SSU) filed its First Request 
for Confidential Classification of portions of Audit Disclosure No. 16 consisting of two pages 
(Commission Document No. 11719-95). In that motion, SSU redacted what they considered 
the confidential portions of those pages. Although Order No. PSC96-0211-CFO-WS denied 
the request for confidential treatment, the time for reconsideration and appeal has not run. 
Therefore, staff has enclosed the original (unredacted) and eight (8) copies of h4r. Small’s 
testimony. For the eight (8) copies, pages 20 and 21 of JAS-1 have been redacted as 
requested by SSU. 

Thank you. Please let me know if you have any questions. 

Senior Attorney 

WlmW 

cc: All Parties of Record 
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DIRECT TESTIMONY OF JEFFERY A. SMALL 

Please s ta te  your name and business address. Q. 

A. My name i s  Jeffery A. S m a l l  and my business address i s  Hurston North 

Tower. Sui te N512. 400 W .  Robinson Street, Orlando, F lor ida.  

Q. 
A. 

Analyst I 1  i n  the  Div is ion o f  Auditing and f inanc ia l  Analysis. 

Q. How long have you been employed by the Commission? 

A. I have been employed by the  Florida Public Service Commission f o r  two 

years. . 

Q. B r i e f l y  review your educational and professional background. 

A. I have a Bachelor o f  Science degree i n  Accounting from the University 

o f  South F lor ida.  I was h i red  as a Regulatory Analyst I by the Florida Public 

Service Commission January 1994. I am also a Cer t i f i ed  Public Accountant 

licensed i n  the  State o f  Florida. 

Q. 
A. Currently, I am a Regulatory Analyst I 1  w i th  the responsib i l i t ies  o f  

par t i c ipa t ing  as a s t a f f  auditor i n  a large team e f f o r t  and working 

unaccompanied as an audit manager o r  team leader d i rec t ing  a small audit 

s t a f f .  I am also responsible f o r  modifying standard audi t  work programs t o  

accomplish stated audi t  objectives. 

Q. What i s  the purpose o f  your testimony today? 

A. The purpose of my testimony i s  t o  sponsor spec i f i c  f indings i n  the s t a f f  

audit report of Southern States U t i l i t i e s ,  Inc. .  Docket No. 950495-WS. I am 

sponsoring Audit Exceptions 4 through 6. and Audit Disclosures 4 through 11. 

By whom are you presently employed and i n  what capacity? 

I am employed by the  F lor ida Public Service Commission as a Regulatory 

Please describe your current respons ib i l i t i es .  
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15. and 16. These f indings are f i l e d  w i th  my testimony and are i den t i f i ed  as 

JAS-1. 

Q. Please review the audit exceptions you are sponsoring. 

A. Audit Exceptions disclose substantial non-compliance wi th  the Uniform 

System o f  Accounts, a Commission r u l e  or  order, S t a f f  Advisory Bul le t ins,  and 

formal company po l i cy .  Audit Exceptions also disclose company exhibits that  

do not represent company books and records and company f a i l u r e  t o  provide 

underlying records or  documentation t o  support the general ledger or exhib i ts .  

Audit Exception No. 4 recomnends two adjustments re la ted t o  the Marco 

Shores system’s purchase o f  water from the Marco Island system. The f i r s t  

adjustment i s  t o  s ta te  the projected revenues using projected consumption and 

rates. instead o f  h i s t o r i c a l  consumption and rates. The second adjustment i s  

t o  r e f l e c t  the reduction o f  reportable revenues f o r  purposes o f  calculat ing 

the regulatory assessment fees payable t o  the Comni ssion. 

Audit Exception No. 5 recomnends the removal o f  shareholder services 

In  a Tampa E lec t r i c  Company rate expenses al located from Minnesota Power. 

case, Commission Order No. 11307 states the fol lowing: 

Stockholder re la t ions expenses are incurred f o r  a c t i v i t i e s  related 

t o  image bu i ld ing  and good w i  11. This type o f  expense i s  not 

normally allowed by t h i s  Comnission i f  incurred by a u t i l i t y .  

This type o f  expense should be disallowed i f  7ncurred by a parent 

and passed through t o  subsidiary companies. 

Therefore, based on t h i s  past Conmission action, I recomnend that these 

expenses be removed. The audit workpapers supporting t h i s  exception are 

attached as JAS-2. 

- 2 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Audit Exception No. 6 discusses the  u t i l i t y ’ s  w r i t e - o f f  o f  $19,143 f o r  

an abandoned Preliminary Survey and Investigation pro ject .  The u t i l i t y  

recorded t h i s  amount i n  Contractual Services - Other. I believe tha t  t h i s  i s  

incorrect .  I recommend tha t  t h i s  amount be charged t o  e i ther  Miscellaneous 

Expense or  Miscellaneous Non-u t i l i t y  Expense. 

Q. 
A. Audit Disclosures disclose material facts tha t  are outside the 

Please review the audit disclosures you are sponsoring. 

d e f i n i t i o n  o f  an Audit Exception. 

Audit Disclosure No. 4 discusses the Seaboard system i n  Hillsborough 

county and my concern regarding the u t i l i t y  plant i n  service included i n  ra te  

base. The u t i l i t y  purchases water from the C i t y  o f  Tampa v i a  Hillsborough 

County i n  accordance w i th  a speci f ic  water purchase agreement. These 

purchases equal approximately 62% o f  the water sold. The u t i l i t y  includes a l l  

o r ig ina l  plant i n  service as w e l l  as a l l  the cost associated with the 

construction o f  the interconnect wi th  Hillsborough County. 

Audit Disclosure No. 5 discusses the recorded sludge hauling expense f o r  

the Beecher Point and P a l m  Port systems. This expense should be i den t i f i ed  

as a Purchased Sewage Treatment Expense rather than sludge hauling. In 
addit ion the expense should not be treated as a recurring O&M expense because 

a more cost e f fec t i ve  method should be developed. 

Audit Disclosure No. 6 discusses an audit request regarding the 

e l a s t i c i t y  adjustment. The u t i l i t y  stated the information requested would 

have t o  be provided by D r .  Whitcomb. Therefore, I d i d  not review the 

e l a s t i c i t y  adjustment. 

Audit Disclosure No. 7 discusses the u t i l i t y ’ s  conservation expenses and 

- 3 -  
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makes cer ta in  comparisons with the way these expenses are incurred and 

recorded and those f o r  the e l e c t r i c  and gas indust r ies.  Generally. I 

reccimnend that conservation programs should be approved i n  advance and only 

expenses spec i f i ca l l y  related t o  those approved programs should be charged t o  

conservation. The audit workpapers re la ted t o  t h i s  disclosure are attached 

as JAS-3. 

Audit Disclosure No. 8 reccimnends tha t  the purchased power expense for 

the Deltona Lakes system be reduced. The u t i l i t y  has consistently over 

budgeted f o r  t h i s  expense. Since 1992, the u t i l i t y  has over budgeted an 

average o f  20.48%. The audit workpapers re la ted t o  t h i s  disclosure are 

attached as JAS-4. 

Audit Disclosure No. 9 recomnends tha t  the purchased water expense f o r  

the Volusia/Enterprise system be reduced. The u t i l i t y  operates t h i s  system 

under a receivership agreement w i th  the Commission The water sold t o  t h i s  

system from the Deltona Lakes system should not be included i n  the MFRs fo r  

t h i s  ra te  case. 

Audit Disclosure No. 10 recommends tha t  the projected expenses fo r  a 

Hurricane Preparedness program are non-recurring expenses and should be 

amortized over f i v e  years. 

Audit Disclosure No. 11 recomnends that the projected expenses fo r  the 

Hepat i t is  Imnunization program are non-recurring and should be amortized over 

f i v e  years. The audit workpapers re la ted t o  t h i s  disclosure are attached as 

JAS-5. 

Audit Disclosure No. 15 r e c m n d s  tha t  the projected salary expense 

should be reduced t o  correct  an error  i n  the  a t t r i t i o n  adjustment calculat ion. 

- 4 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

The u t i l i t y  stated that  the a t t r i t i o n  adjustment for 1996 should be 5.75%. not 

the 5.87% included i n  the MFRs. 

Audit Disclosure No. 16 discusses the salary expense for the Executive 

Division. 

Q. 
A. Yes. it does. 

Does th is  conclude your testimony? 

- 5 -  



EXHIBIT JAS - 1 (PAGE 1 OF 21) 

AUDIT ZXCEPTIN NO. 4 

SUBJBCT: PWRCBASED WATER ADJUS-S 

FACTS : The Company's filing for Historical 1994, Interim 
1995, and Projected 1996 O M  Expenses includes adjustments for 
purchased water of $24,370, $24,370 and $60,036, respectively, 
for Marco Shores. 

The Company's filing for Historical 1994, Interim 1995, and 
Projected 1996 revenues include $24,370, $34,035 and $69,291, 
respectively, for Marco Island's sale of raw water to Marco 
Shores. 

Marco Shores and Marco Island are owned by Southern States. 

The Company maintains that the above-mentioned purchase water 
adjustment is computed only for this filing to account for the 
water produced by Marco Island. No revenues or expenses for 
this transaction appear on the Company's books outside of this 
filing because the transfer of water resources from Marco Island 
to Marco Shores is considered an intercompany transaction that 
is eliminated when SSU's books are closed at year end. 

Rule 25-30.120,(3) states, "Any utility that purchases water or 
wastewater treatment from another utility regulated by the FPSC 
is allowed a credit on the Regulatory Assessment Fee paid to the 
FPSC . 
O P I N I O N / R E C O ~ A T I O N :  Audit staff has discovered two 
calculation errors with the Company's filing. 

1) Interim 1995's purchased water adjustment was calculated 
using Historical 1994 rates and consumption levels. 

2) Projected 1996's purchased water adjustment was calculated 
using Projected 1996 rates and Historical 1994 consumption 
levels. 

Yarco Shoracl 

The Cormnission should require the Company to increase Interim 
1995 and Projected 1996 purchased water adjustments for Marco 
Shores by $9,640 and $3,742, respectively, as illustrated in the 
attached Schedule A. 

For filing purposes the Company recorded revenues twice for the 
previously mentioned intercompany water transaction - first, as 
raw water sold to Marco Shores from Marco Island and second, as 
finished water sold by Marco Shores to its customers. 

When the Company calculated the Regulatory Assessment fees 
applicable for this filing they did not adjust the RAF fees as 
required per the Commission rule cited above. 

16 



EXHIBIT J A S  - 1 (PAGE 2 OF 21) 

Audit Excoption No. 4, continued 

The Commission should requiro tho Company to roduce Taxes Other 
Than Income by the following amounts in its Historical 1994, 
Intorim 1995, and Projected 1996 filings for ULCOSS Rogulatory 
Assessment Pees of $1,097, $1,532 and $3,118, rospoctivoly, as 
illustrated bolov. 

RAF Poo Adjustments - 
Historical 1994 

Projected 1996 
Interim 1995 

Revmuem per 
GQnQanY 
$24 , 387 
$34 , 035 
$69,291 

RAP 
wrc.ntaae 

4.502 
4.502 
4.502 

RAP 
amaunt 
$1 , 097 
$1,532 
$3 , 118 

CQXPAUX COlIXENTBr The Company may rospond at a later date. . .  

17 



EXHIBIT JAS - 1 (PAGE 3 OF 21) 

Schedule for Audit Exception No. 4 

Summaw Ot Purchased Water Adjustments 

Par Audil Basticky Per 
CMpclny Adjustment Adjustment Audit 

Hbt&allOO4 24.387 0 0 24,387 

Intorim 1995 24.387 0,648 0 34.035 a 

Projected 1096 65.225 4.066 b m,291 c 
ohrlki i  adjrstment 15.189) (324) b 15.513)b 

80.036 m,ne c 

.I 
l W 5  Consumption 36.938 Wgal 

Plus base facility 

1095Rate X $0.87 
532.136 

$34,035 

Purchased Elasticity Elasticity 
Water Rate Adjustment 

Per Audit $69.291 -7.0560% ($5.51 3) 

Per company zezw -7.9560% &$dm 
Auditor 
Adjustments 

Net adjurlment 

C) 
1006 Conkumption 38.072 Wgal 
1996Rate X $1 .a2 

60.291 

($3241 

$3.742 

kss elaslicity adj. 5;513 
.$63,776 

18 



EXHIBIT JAS - 1 (PAGE 4 OF 21) 

AUDIT EXCXPTIQII mo. s 
IUBJECT: -TXD COST .LLosI P.JLBFp CQlIPM 

Iharoholdu I u v i o o s  

rAcTs t 
following amounts identified as shareholdus suvicos: 

Southorn Stateo filing for this rate case includos the  

NARUC ACCC 6358 Contractual Suvicos - Other (ALG) 

Hiotorical 1994 
Intorim 1995 
Projected 1996 

$232,379 

208,776 
a04,783 

The abovo-reforoncod amounts ropresont tho allocatod portion of 
coot incurred by SSU's paront, ninnosota Powor, that are 
*apportioned to recipient subsidiaries as a function of their 
equity balance relative to ninnesota Power's consolidated 

These coot include charges for the following types of services: 

oquity. " 

labor cost for shareholders services department 
proxy and annual meeting notices 
utility inventor group assos~ents 
annual stockholders meetings 
annual and quarterly shareholders reports 
DRIP and stock purchase plane 
NY and AMEX asoessments 
rating agency fees 
SEC financial reports 
registrar and transfer agent foes 
meetings with truot officero/institutional investors 
certificate printing 
board foes 
mailings to the financial -unity 

Prior Corminsion policy has k e n  to disallow any mtodcholder 
oxpenses that are incurred by a paront and passod through to 
8uboidiary companies. -, Docket No. 820007-EU, Order No. 

OPINIQII/OL~TIQII: Audit 8taff klioveo that tho above- 
mntioned expenses mhould- not bo allowod tor dotermining toot 
yoar oxpenses and be excluded per tho Commission policy cited in 
Order No. 11307. 

COXPILICI -SI 

11307. 

The Company may rospond at a later date. 

19 



EXHIBIT JAS - 1 (PAGE 5 OF 21) 

AUDIT XXCEPTIW 10. 6 

8UBJXCTX PREL-X 8UEVEt UD M I B T I Q L T L W  
Volusia/D.ltoru ~ak.8 

. .cTS I Southern States filing for Historical 1994 included a 
writo-off of an abandonod Prolkinary Survoy and Investigation, 
PSLI, project for $19,143 to Accl 635 Contractual Suvices - 
other. 

Por NARUC, Class A, Water OLM Expense Accounts, Accf 635, 
Contractual Sorvices - Other, "This account &all includo those 
operation8 and cost contractod for which aro not included in 
accounts 631, 632, 633, 634." 

The four NARUC accounts citod above aro used to rocord utponses 
for "outside" engineering, accounting, and logal services as 
vel1 as management fees. 

Per NARUC, Class A, Income Accounts, Accf 12- ''iscollaneous 
Nonutility Expenses, "This account shall incldx all utpenses 
other then oxpenses of utility operations and intorost rxpense. 
Items included . . . (13) Preliminary Survey an- Investigation 
oxpenses rolated to abandoned projects, whon not writton-off to 
the appropriate operating expense account." 

Per NARUC, Class A, Balance Sheet Account8, Accl 183 Preliminary 
Survey and Investigation Charges, I. . ., if tho work is 
abandoned, the charge shall be to account 426 - Miscellaneous 
Nonutility Expenses, or to the appropriate operating utponse 
account unless othervise ordered by the Commission (Soe account 
675 - Miscellaneous  expense^).^ 
O P I H I O I / R B U I C I O ~ :  The Company's write-off of the 
abandoned PSLI project to Accl 635 is not an "appropriate 
operating oxpenso account." 

The Commission should require the Company to reduco Accl 635 
Contractual Services - Other by $19,143. 
Tho Company should bo roquired to vrito off tho PSLI projoct to 
oither Accl 426 ~iscellanoous Nonutility Expanse or Accf 675 
Miscellaneous Expenses as dotermined by the Commission. 

W A I i X  -S: The Company may rospond at a latu date. 

20 



EXHIBIT JAS - :L (PAGE 6 OF 21) 

A m 1 2  DIIQXWVLU 1K). 4 

WBJSCT: nAT...8E 
Eillmborough/Iuboud 

?ACTS: Tho Hillmborough/Seaboard mymtom purchases water from 
the City of Tampa via Hillmborough County in accordance with a 
mpecific wator purchase agrooment. 

In 1994 Hillmborough/Seaboard purchamod approxbatoly 622 of its 
vatu supply from the City of Tampa. Tho romaining 382 was 
produced by tho symtom's four wells. 

SSU*m filing mtatos tho following, 

Seaboard is located in a malt-vatu intnuion aroa 
which moans there is only a limitad amount of quality 
water that can be pumped. Each yoar, 1omm quality 
water can bo pumped from the wollm, therofore it is 
nocessary to increase the budget to purchaso more from 
the city. 

Section VI, Items A, B, and C in the water purchase agreoment 
addrosses tho offects of tho agroemont on Soaboard'm Rate Base 
before the Hillsborough County Commission. 

The agreement allowed Seaboard to maintain in rat. bame all of 
the company's previously oxisting plant am well as all cost 
associated with constructing the interconnect with the city of 
Tampa. 

SSU incorporated into this filing tho Hillmborough/Soaboard rate 
base at the lovels met by the Hillsborough County Commission. 

o P I n I o n ~ ~ c ~ T I o n :  Audit mtaff beliovom that the current 
balance for Hillsborough/Soaboard rat. base may bo ovormtated 
because of the offects of the vatu purchase agreement. The 
company's rate base includes all original plant in memico as 
well as all the cost associatod with tho oonmtruction of the 
interconnect with Hillsborough County. 

The wator purchame agreement ham become Ikaboard'm primary 
8OUCO for water, 62.02, as illumtratod in tho abovo facts. The 
company is thoroforo rocovering tho comt of tho purchamod water 
am woll am w n i n g  a roturn on tho original mourco of mupply 
plant that provides only 38.02 of it. water mupply. 

Audit mtaff defer. thim imsue to the mtaff analymt and ongineers 
in Tallahassee for further review. 

COXPAUY COSOIBFPS: The Company may rompond at a later date. 
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EXHIBIT JAS - 1 (PAGE 7 OF 21) 

AUDIT DIBQXUIIRI IIO. S 

#-I BLUDQX QULIHQ XXPIYSB 
Booohua OointfPalm Oort 

?ACT8 I Southun Stat.., Inc. filing indicatos the following 
amounta for aludge hauling oxpense. 

aY&sm Ass!& U a 5  Ass?s 
Beechers Point $12,179 $44,200 $45,062 
Palm Port 3,540 44,200 45,062 

SSU raintains that, I. . . tho pucolation ponds at Eoochers 
Point and Palm Port are not properly percolating. Therofore, in 
order to dinpose of the *ut& offluont, the company has hauled 
offluont to a aludge facility." and ". . . tho offluont is king 
haulod in liou of adequate percolation. Therefore, the disposal 
is considered sludge hauling." 

The offect is an increase in aludge hauling oxponse in 1995 for 
Beechers Point and Palm Port of $32,021 or 362.98 and $40,660 or 
1,248.6%, respectively. In 1996 the oxpenre is detormined by 
increasing 1995 oxpense by a 1.952 attrition factor. 

Per the NARUC System of Uniform Accounts, Account 711 - Sludge 
Removal Expense, "This account shall include the ooat of r-val 

The revenues for Beechers Point and Palm Harbor for 1994 ae 
filed are $13,854 and $30,030 with O M  oxpenses of $42,532 and 
$49,313, respectively. This rosults in a not doficit of 
($28,678) and ($19,283) for oach aystem before other non-OGld 
oxpenses are considered. The additional aludge hauling oxpense 

of aludge if such work is performed . . . . I 

. in 1995 vi11 further increase this not deficit. 

0OIXI01/RBCQION: The percolation ponda bogan to fail in 
oarly 1994. Southern States at that time decided to haul the 
troatod offluent, with in-house permonnel, to the Town of 
Welaka's vastovator facility. Thoro van no ovidonce in the 
Companyla roaponae to audit ataff'a inquiry that southern States 
oxplorod any other cost offoctive alternatives. 

Audit ataff believes that, (1) The hauling of Itroated offluent" 
ahould bo identified an a Purchased Sovago Troatmont Exponso 
rathu then aludge hauling oxponao becauao of the NARUC 
clasaificationa cited above. (2) SSUoa curront solution to the 
porcolation pond. probloms at Boechora Point and Palm Port 
should not bo troatod as a rocurring O U I  oxponse itom bocause a 
mor0 cost offoctive method ehould be developed. 

Audit ataff defers this issue to the Commission ataff analyst. 

COM?M?Z -8: The COIDpany may respond at a latu dato. 
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EXHIBIT JAS - L (PAGE 8 OF 21) 

. . cTB I Southom States initial filing for Projoctod 1996 OW 
urp.nmos includes a consorvation olasticity adjrutmont of 
($287,565). In SSU's subsoquont suppl.m.nta1 filing the 
conmuvation olasticity adjustmemt vas roducod by $90,450 to 
($197,135). 

ORINIOI/RBCOSOLBID1TION: Audit staff roquostod 8dditional 
information about the above-montionod adjustmonts from Company 
ropreoentativos. 

The 11.02 olasticity adjustmont and tho aorrolating 
7.9562 O W  oxpense reduction were derived through Dr. 
Whitcomb's WaterRate model. A dotailod oxplanation of 
the relationship botween olasticity of demand and the 
correlating decrease in variable cost 8hould be 
submitted as an interrogatory roquest rather than an 
audit request. Dr. Whitcomb will havo to addross this 
question. 

Their rosponse was as follows: 

Auditor defers this issue to tho analyst and onginoors tn 
Tallahassee because of an inability to ovaluate tho company's 
representations on this adjustment duo to tho lack of supporting 
documentation. 

CaypILw C-8: The Company may respond at a later date. 

3 0  



EXHIBIT JAS - 3. (PAGE 9 OF 21) 

AUDIT DIIICLOSURS HO. 7 

a-t -8- TO PRmcTH) 1996 001 RXPmII 
Consorvation hg.ruos 

?=I I Chaptu 366.81, F.S.* statom that, "Tho logislafur8 
findm and doclaros that it is critical to utili20 tho most 
officiont and cost-offoctivo onugy conservation systoau in 
ordu to protoct tho hoalth, promperity, and genua1 wolfare of 
the stat. and it. citizens." 

Chaptor 366.82 (Z), F.S., 8smigns tho authorityto omtablish and 
monitor conmuvation programs for tho olectric and natural gas 
industry within the mtato of Florida to tho ?lorida Public 
Service Commismion. The Commission ammorts itm authority over 
conservation programs by aeans of Rulo 25-17, F.A.C. 

Southorn States filing for Interim 1995 OLn .xpmse budget 
includes conservation program oxpenses of $199,250. 

Southern States Projected 1996 OLn oxpense budget includes 
conservation oxpenses of $524,425. This amount is the sum of 
the following two olements: (1) 8203,135, which is tho intorim 
1995 budget oscalated by a factor of 1.95%. (2) $321,290, which 
is an adjustment to the projected 1996 budget for consorvation 
program oxpen6es. 

The Company has not roquested Commission approval for its 
conservation program as of this filing. 

with other state agencies, ham oxproseed an on-going d8sirc to 
promote the conservation of Florida's water resources. 

Audit staff believes that the Commbnion should amsert an 
hpliod authority to extend its responsibility over conservation 
programs to include the water and wastewater industrios. 

The Company's conservation program, as illustrated in the 
attachmont providod, contains sovual urp.nsos that aro not 
considerod rocovorablo under curtont Commimsion rules. 

The Commission mhould deternine that it do08 havo tho authority 
to adminimtor a conservation program over tho water and 
wastowater industry and develop tho nocomsary guidelines to 
administu much a program. 

Audit staff d o f u s  to tho analymt and anginouing mtaff in 
Tallaha8S.O for additional rOComm~ndatiOM on tho conmorvation 
program ostablished by Southern States in this rate proceeding. 

Phase mee attached schodulo for dotail6. 

O ? I l l I O T / R B C ~ 2 I O T 1  The CO~i88iOn, through its action8 

C W P m  -8: The Company may rospond at a later date. 
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EXHIBIT JAS - 1 (PAGE 11 OF 21) 

AUDIT D I E c u H v l l l  NO. 

?ACTS x 
for purchased power expense: 

Southern Statos filing indicatos tho following amounts 

EIvstam u 2 4  m uE!6 
Doltona Lakes $308,998 $417,300 $417,300 

SSU raintain8 that they, 'used a 1994 budgot rathor thon 1994 
.actual to calculated a normalized expectod pwor cost for 1995 
due to the vot voather during the mocond half of 1994.' 

.The budget figures provided by SSU are illuotrated in the 
attached Schedule A. 

O P I l s I O ~ / E L 1 I C I O ~ x  Audit mtaff believos that SSU'~ 
calculation of 'normalized expected power cost" for the Deltona 
Lakes purchased power is flawed and overstates the actual amount 
that 8hould be budgeted. 

The Company has consistently over budgetod for purchased power 
at Deltona Lakes since 1992 as illustrated in the attached 
Schedule E. 

Audit staff believes that the Interim 1995 and Projocted 1996 
purchased power oxpense for Deltona Lakes 8hOUld be $353,491 and 
$360,384. These amounts were determined by using a 8imple 
average calculation for 1995 and an attrition factor of 1.952 
for 1996 as illustrated in attached Schedule C. 

Tho Commi8sion 8hould roquiro tho utility to roduco Intorim 1995 
and Projocted 1996 purchased power expenses for Doltona Lakes by 
$63,809 and $56,916 as illustrated in attached Schedule D. 

COXPAMY C O r m T S x  The Company ray ro~pond at a lator date. 
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EXHIBIT JAS - 1 (PAGE 12 OF 21) 

r 

Interim 1995 Projected 1996 

Simple Average (see B above) $326,299 

divided by number ofwells in 1994 24 

Avg. cosl per well $13,596 

times number of wells in 1995 26 

Budget 1995 $353,491 

attrition factor 1.019536 

' Per audl purchased power budget 
tor Deltona Lakes $353.491 $360.384 

Schedule for Audit Disclosure No. 8 

Schedule A 

purchased power per 1994 budget 

divided by number of wells in 1994 

S385.m 

24 

Avenge cosl per well $16,050 

26 tbms number of wells in 1995 

Per company 1995 budget $417.300 

- 

- 

Simple 
Per company records 1992 1993 1994 Average 

Purchased power per budget $422,760 $423.000 $385.200 $4 10,320 

Purchased power actual $317.609 3352.490 $308.998 $326.299 

Dflerence - over/(under) $1 05.35 1 $70.510 $76.202 $84.021 

Percentage 24.92% 16.67% 19.78% 20.08% 

Per company purchased power budget I tor DMOM Lakes 5417.300 5417.300 

Audiilor dctennirmd adjustment (t63.m) (t56.916) 

3 4  
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EXHIBIT JAS - 1 (PAGE 13 OF 21) 

AUDIT DIICLOBURX 10. 9 

mvBJIcT: ~ ~ 6 D a A T E R  
Volusia/~t . tpriso 

nmI a Tho Company's filing for Interim 1995 and Projected 
1996 O W  Expensoo includes urponsos for purchasod wator of 
$24,720 and $22,753, respectively, for Volusia/Enterprise 
system. 
The Volusia/Entuprise is aurrently king oporatod by SSW under 
a rocoivorship agreemont with the FPSC. 

Thc Volusia/Enterprise system receives wator from Deltona Lakes 
by means of an "intercompany transfer." 

The Company maintains that the above-mentioned transaction 
should only appear in the billing syotem as a "mama entry" to 
account for the water produced by Deltona Lakes. 

OPIL11OL1/RSCQM%KUDATIO~r Audit staff has detorminod that there 
are no water purchase agreements betwoen Volusia/Entorprise and 
Deltona Lakes. 

The Company's response to audit staff's inquiry indicatos that 
the purchased water amounts were uroneously included in the 
Interim 1995 and Projected 1996 filings. 

The Commission should require the Company to reduce the Interim 
1995 and Projected 1996 purchased water oxpense for 
Volusia/Enterprise $24,720 and $22,753, respectively. 

COYPAMY COYWLIlsTIr The Company may rospond at a later date. 
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EXHIBIT J A S  - 1 (PAGE 14 OF 21) 

AUDIT DIECLOBVILI mo. i o  

..cTs t The Company's filing for Projocted 1996 OCH oxponses 
includos an adjumtment of $9,670 for additional materials and 
8Uppli.8 for it8 HUrriCanO PrOparOdn.88 Program. 

Tho following items requested includo: concrate saws, chain 
Saw81 flood lights, traffic conon, and othu riscollaneous 
wchanical ropair itonus. 

Rule 25-30.433 (a ) ,  P.A.C., states that, "Non-recurring oxponses 
shall be amortized over a 5-year poriod unloss a shorter or 
longer period of time can be justified." 

O P I Y I O Y / R B C ~ T I O H :  Audit staff kliOVOE that the itom 
requested for the "Hurricane Preparodneos Program" ropreoent 
non-rocurring OLn oxpense projections and are subject to the 
Commission rulo cited above. 

. .  

The amortization amount, as determined by audit staff, should be 
the following: 

$9,670 divided by 5 years oquals $1,934 per year 

The Commission should require the Company to reduce its 
adjustment to Projected 1996 OhM oxpenses, Acc# 620, by $7,736 
as illustrated below. 

$9 , 670 

1.934 

$7,736 audit adjustmont/defured dobit 

Original company adjustment 

1.88 on. yoar amortization por audit 

CoyPIlcT COMmDlTB: The Company may respond at a lator date. 
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EXHIBIT JAS - 1 (PAGE 15 OF 21) 

AUDIT DISCLOSOIU 10. 11 

? U T I  I Southun States' filing for Intuim 1996 and Rojocted 
1996 includes $16,000 and $16,312 for a novly hplomonted 
Hopatitis immunization program thoy startod in 1995 for .elected 
"at ri8kw unployees. 

The above amounts vero budgetod to the Safoty Department 
RosponsibIlity Conter (1592) for NARUC Act# 6768, Hiscollaneous 
Expenses - ALG. 
The Company maintains that approximately 200 omployoes will 
receivo a serios of three inoculations for Hepatitis B as part 
of the Company's Bloodborn Pathogens' program. 

The budgeted cost of the program divided by tho number of 
omployees immunized results in an avorage cost of $80.00 per 
aployee for the Hepatitis Immunization program in Intorh 1995. 

The Company's omployee turnover rate for 1995 is osthated to be 
approximately 111 on an annualized basis per D.G. Lock's 
testimony for this filing. 

Documentation provided to the general public by the State Health 
Office-Immunization Program, Department of Hoalth and 
Rehabilitative Services for Florida 8tates, 'The vaccine is 
given in a 3-dOSS series over a period of s i x  months. -out 95# 
of healthy persons are immune after rocoiving tho vaccine, and 
protoction appoars to last at loast fivo yoars." 

Rulo 25-30.433 (e), F.A.C., statos that, .Non-rocurrIng expenses 
shall bo amortized over a 5-yoar puiod unloss a shorter or 
longer poriod of time can be jrutifi~d.~ 
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EXHIBIT JAS - I. (PAGE 16 OF 21) 

Audit Disclo8ure No. 11, continued 

O P I B I Q P I / P I ~ T I ~ r  Audit staff believes that the amount 
budgeted for the Company's Hepatitis Immunization program 
representa non-recurring om oxpeame projection and that it 
ahould be subject to the Commission rule cited above. 

The Cornis8ion mhould require the Company to reduce Acct 6758 - 
xi8Cellan8OUB Expenses for Interim 1995 and Projected 1996 by 
$12,800 and $14,508, rompectively, as illustrated in the 
attached 8chedule8. 

CQlcpM COMUEMTB: The Company may re8pond at a latu date. 
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EXHIBIT JAS - I. (PAGE 17 OF 21) 

Interim 1995 urpense amount $16, 000 

Divided by estimated life of vaccine -&!mxs 

Equal. yearly amortization amount $ 3,200 

Interim 1995 per Company $16, 000 

less Interim 1995 per Audit 3.2Qo 

I Equals Audit adjustment $12 , 800 

Projected 1996 

Projected 1996 per Company 

less Projected 1996 per Audit 

$16,312 a 

1 . 8 0 4 b  

Equals audit adjustment $14 , 508 

a) Per company 1995 $16,000 

equals 1996 projected $16,312 
times 1.95% attrition 312 

b) Initial number of employees zoo 
to be vaccinated in 1995 
times employee turnover rate 2 

oquals the number new employees 
to ba vaccinated in 1996 22 

times the $80 coot per omployee 
for oach vaccination incroasod by 
the 1.95% attrition factor u 
oquals Projected 1996 per $ 1,804 
audit 
(nmbers were rounded to the nearest dollar) 
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EXHIBIT JAS - 1 (PAGE 18 OF 21) 

AUDIT DIICLOIUES NO. 15 

.mJECPI PEoJsCTED 1996 mALARY L WAQ. xxP111.B 
Attrition .dj\l.-t8 

WACTI I The Company'8 filing for Projoctod 1996 OLM mcpon8os 
includos an attrition adjustment of 5.878 to tho Company'8 1995 
labor budget of $10,965,564. 

Por Company ropro8atativo tho abovo-rationed attrition 
rdjumtmont va8 ealculated in m o r  and should havo k m  5.758. 

~ h o  company roprosantativo raintains that its total labor budget 
for Projocted 1996 i8 ovor8tat.d by .128 or $16,764. 

nowly di8clo8ed fact8 concorning tho attrition adjustmont. 
However, the $16,764 overstatement calculatod by the Company is 
based on the total labor budget which includes tho Companye8 
capitalized labor projections. The eapitalizod labor portion 
8hould not be included in the Projoctod 1996 OLM oxpm80 
reduction. 

Audit staff has rocalculated the Projected 1996 labor attrition 
adjustments for OLM oxpenoes and capitalized labor ba8.d on the 
correct percentage as 8tated above and rocommend8 the following 
adjustments: 

O P ~ W / ~ C I O M t  Audit .teff concurs W i t h  the Company'. 

O&M 
Conventional Treatment ( 8 7,504 ) *  
Reverse Osmosis Treatment ( 982 ) *  

C f  7Q& 
All systoms I* 
Total OLM Expense reduction ( $13,964 ) *  - 
Total Capitalized Labor 
Total Labor adjustment 

(* Soe attached 8chodulo *) 

The diffuenco ktween audit 8taff'. calculatod adjustment and 
tho Company'8 adjustment i8 a roduction to eapitalizod labor of 
$2,800. ($16,764 - $13,964) 
Tho Corni88iOn should roquiro tho Company to roduco it8 
Rojoctod 1996 OLM Salary Expons08 and Projoctod 1996 
Capitalitod Salary -08 by tho amounts illrutratod abovo to 
corroct for tho uror in tho Company'8 attrition adjumtment 
calculation. 

coscpIlR -8: The Company may rO8pOnd at a lator dato. 
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Schodula k AudH Dlaclosvm No. 15 

W a l r  C A I B I C I 0 I E I F I 0 I H I I 
hit ion HWiU Rnl 

Budg.1 Adjuslmcnl Mj1n1.d Add Md SW N.( Miud.d 
1995 5.87%/5.75% IhlloeaGon 1996 OOU Chumdm 4.763% Adiusbnmb 1% 

I 

I Seenotr 1 I I AtB+C I 1 Seemh2 I DX4.7653 I E t F t G  I D t H  J 

601 &Irksawagm sm322 
conmdmal 4988.878 
Rwura O d s  781.414 

m3iZ us 
350.373 29.302 
45,869 (23.957) 

?&!s 
343310 29.302 
44.931 (23.957) 

eLpp 

7.163 
9% 

uu!a 
6.348,5% 

803.326 

zJ!Llm 
6.34I.SO 
802.383 

&la 
7,163 

9% 

El!m I2&aEmz 
96.124 49.723 302.500 
5.632 2.913 36,278 

a L f a u L Q l  
96.124 49.723 302,187 
5.632 2.913 58.234 

a 
341 
45 

m 
8.rn.So9 

e30.149 

LQam 
8,769.405 

849.167 

9A4 
7 m  

w2 

W.*lm.tu 

P u  mi &i*aw.gu 4.120.416 241,888 440.720 4.m.Oc4 46,058 23,529 228,883 298.746 5.tol .n~ 
C 0 m p . r  

Pw mi -&wag- 4.1 ZOAI 8 23d.924 440,720 4.798.CCO 46.054 23.528 228.828 ma4 5 . 0 9 ~ 7 3  
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EXHIBIT JAS - 1 (PAGE 20 OF 21) 

AUDIT DISCLOSmCe NO. 16 

SUBJECT: INTERIX 1995 AND PROJECTED 1996 SALARY WAGE EXPENSE 
Executive Division 

PACTS : The Company’s Interim 1995 and Projected 1996 budget 
for A&G acco ts includes an estimated salary expenses of 
-nd b respectively for the new company president 
to Accf 601. The Company used an estimated amount because it 
had not completed the hiring process for the new president at 
the time of this filing 

In July 1995 the hiring process was completed and the new 
company presidents salary was established at 0 
The new presidents position includes responsibilities to txo 
non-regulated operations, Heater Utilities and ToFEka GirL?, 
which are subsidiaries of the parent corporation Minnesota 
Power. 

The Company has established the following allocations of the 
presidents.s.alary based on historical direct labor hours of past 
company pres$dents. 

Southern States Utilities, President 70% 
Heater Utilities, Chief Executive Officer 15% 
Minnesota Power, Executive Vice President 15% 

and member Board of Directors Topeka Group 

The Company will record 100% of the salary expense for the 
presidents position and then be reimbursed by the non-regulated 
operations for their respective labor cost based on the 
Percentages listed above. 

The new presidents base annual compensation for Interim 1995 and 
Projected 1996 is 0 and respectively after 
considering the adjustGents discussedbove .. 
The Company allocates Employee Pension 6r Benefits Expense to 
Act$ 604 cs a percer?tage of total salary e.xper?sa using the 
following company determined percentages: 

1995 at 24.03% and 1996 at 24.99% 

The Company allocates Worhan Compensation Expense to Acc# 658 
as a percentage of total salary expense using the followi,ng 
company determined percentages: 

1995 at 1.79% and 1996 at 1.71% 

- 



~ 
-~ 

EXHIBIT JAS - 1 (PAGE 21 OF 21) 

hudit Disclosure Nunher 16, continued 

OPINION/RECO~ATION: The Company's budgeted amounts to A&G 
ACC* 601 f o r  Interim 1995 and Projected 1996 O&M Salary expenses 
is overstated by the following amounts: 

1995 Per Company Budget estimate 
1995 Per Company Budget actual -L 

Total audit reduction - 
U 1996 Per Company Budget ss&4lffEite 

1996 Per Company Budget actual 

Total audit reduction - 
The Company's budgeted amounts to A&G AccP 604 f o r  Interim 1995 
and Projected 1996 O m  Employee Pension & Benefits expense is 
overstated by the following amounts: 

Audit Adjustment to 1995 salary 
times 1995 Penpenefit Percentage 24.83% 

_. 
Total audit reduction 0 

Audit Adjustment to 1996 salary - 
times 1996 Pen/Benefit Percentage 24.99% 

Total audit reduction 0 

The Company's budgeted amounts to A&G Act# 658 f o r  Interim 1995 
and Projected 1996 O&y, Insurance - Workman Compensation is 
overstated* the following amounts: 

Audit Adjustment to 1995 salary 
times 1995 Work/Comp Percentage w 

Total audit reduction - 
Audit Adjustment to 1996 salary t 

times 1996 Work/Comp Percentage 1.738 
Total audit reduction w 

The Commission should require the Company to reduce Accg's 601, 
604, and 658 for Salary expense; Employee Pension ti Benefits 
expense ,and Workman Compensation expense respectively by the 
amounts indicated above f o r  Interim 1995 and Projected 1996 O&M 
expenses. 

COMPANY COMMENTS: The Company may respond at a later date. 
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.. EXHIBIT JAS - 2 (PAGE 2 OF 6) 

FFSC AUDIT REQLIEST Y74 

SHAREHOLDER SWVlCES 

I. The ramces nr SSU's equity capital are mrold I)  m a i d  w i n g s  M d  2) paid-in capital rm 
i ls  Iim licr pvcnl Minncsnln Power (MP). In min llu MP 10 m w i  and main cqqaiiy c.apilal fnr 
ainvcclmcnt in nihsidiary coqnmtinnr. i t  tnua i i rur  cmlinning u- ;asrind with ihe inrunnre a$ 
RFuritieq. lnylncni I$ dividcntlr. ctmpliulce villi SEC rcgulaiima. payment d rcgisiniion and rniing 
apcncy lm and sh.mhnldcr communicatiuns. These CON uc .Maniod to recipienl subsidklricr as a 
function of lhcu equity Mmcc niative IO Mp's conrOidak?d equity. 

2. l k  lnllowinp typrr of services arc included: 
I )  Llbn and payivll overhomls lm npcralinn ds sharshnldu mics depmmcnt. 2) p r y  and 

annr%l mecling nolicinp. 1) ulilily invcrlm gnwp nmxmcni. 4) annual stockholder meetings. S) annwl 
mid qumcrly sharcholdcr arms. 6) DRIP M d  stmk plrchvc p1.m~. 7) NY M d  AMEX -ncnl(. R) 
nl ing asency lm. 9) SEC Iinancinl repons (IO-K. 8-K. uc.). IO) regisuar and eanslu agent services. 
1 I) mceiings wilh uun officw and instituiional i n v a m .  12) ecniliaie printing. 13) board lea and 14) 
mailings to lhe fvlancial community. 

3. Al l  privalcly hcld inilities endeavor IO mainlain a halanccd capiml SVUCIU~ which typicallv 
includes wnc lonn nr equity capiinl. In additinn in dimctly lunding a uiiliiic$ germinns and capital 
impmvcmcnu. lhc paence of equity cnpilnl pran~es  the nimciiim d debt capid ai bver rnies and 
under reasonable covenanis. 

4. See anached Schedule PE- I 

5. Scc allnchrd Srhalulr PE-I. 



EXHIBIT JAS - 2 (PAGE 3 OF 6) 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCIMENT/RECORD REQUEST 

NOTICE OF INTENT 

Tu: I 1  
UTILITY: Southern States Utilities, Inc. 
FROM: Charleston Winston Jeff Small 

l A U D l 1  mCLRl l I U D l l d 1  
REQUEST MIPlBER: 74 DhTC OF REQUEST: Seo 19. 1995 
AUDIT PURPOSE: Rate Case, Dkt# 950495 

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: September 25. 1995 
REFERENCE RULE 25-22.006, F.R.C., THIS REQUEST IS MADE: %{#QRf#T TO AN INQUIRY 

0 OUTSIDE OF AN INQUIRY MFR's Vol  2a Bk 3 Of 4 ,  pgs. 37 and 298 
ITEM DESCRIPTION: 
These pages refer to the following mounts associated with "Shareholders Services". 5209,000 
and 1168,468. 

Please provide the following information concerning these cost: 

1) Describe the nature of these cost. 

2) Identify all the types of services provided. 

3) HOW do these services benefit SSU's customers ? 

4) Provide an itemized schedule for Ilistorical 1994, Interim 1995, and Projected 1996 that 3 identify all the types of cost past down from the parent in total. 

5) List all NARUC accounts in SSU's filing that are effected by the above transactions. 

111101 I9 fROVID[D 81 1IE RiQUFSlED DhlE BU1 Yltt BE %Di tilAlU8LE 81 



EXHIBIT JAS - 2 (PAGE 4 OF 6 )  

.) 

- 1995 A&G EXPENSE: 5167.455 Increase 0 v r  e 199 4 - 2  .I I %  
- .  

w - U57.778 

Note: See discussion of Labor and Fringe Benefits in Rrl111. above 

a.3 b t r a c t u a l  Se rviccs - Erin, 

Amoniwtion expense for the new cornpuvrilrd sysvm mapping pm&t W4EAOO8. 

rnv MkeK2CQU&BXlXS 674.4321 Decrease - 5.,@% 

The primary mason for the dccrcasc i s  the reclmsification of pstage from A k G  to Cutomer 
Accounts in 1995. 

1994 A&C EXPENSE: 51.801.731 Abo vc Ben-u ideline- 26.90% 

w Ljbor a n d h m  -- 17.13% . .  

Note: Sn discussion of h h o r  and Fringe Benefits in Part III. above. 

62es ~ t ~ g p p I j e _ r  a m 4 9 1  Below - (28.14%) 

The ma,ionty of the decrease in 1994 i s  for printing costs of utility hills, notices and 
envelopes. Thcsc ilcrnr were included iii A&G in 1991. but were classified in Customcr 
Accounts in 1994. 

a 2 2  'C&C!g \v iddim. (37.70'701 

This rcductinn is the msiilt of reduced audit fees'frorn Price Waterhouse due to in-house 
erpcnisc and efficiencies developed since 1991. SSU was able to decrease the fees paid 
because of SSU's increased internal work relating to preparation of the audited financial 
statements and supporting schedules. consolidation of SSU into one company, and no audit 
adjustments or internal control weaknesses k i n g  noted in 1994. 

rn QmtacluaI Services - Othec w 2 5 6  A b  ve Gu ideline - 427.39% 

S2W.tYIo of thr increasc i s  dile to SSU's ponion o f  Sharehokkr Services charges from 
Minnesntn Power for 1994 ( I  1.8% hased on awnge equity) which were MH charged to 
SSU in 1991. The unnrnonized halance of the cost of an IS Strategic Plan prepared in 
1992 was written o l f  in 1994 totaling 134.213. 

f4L8 Be.n~&&B~ildiog SB835-&2! iGuidcU82 

The rental or the Engineering building in 1994 imresud building rental expenx by 
558.000. In addition. the Marco Island office buildin8 was rented since 1991 rcrulting in 1 an additional $24.000. i 

37 
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EXHIBIT JAS - 2 (PAGE 6 OF 6 )  

southern states Utllltles, Inc. 
review of shareholder services 
Elstorloal 1994, Interlr 1995 and Projectad 1996 
woket) 95019s 
auditors Jeff small 

Southern States filing includesthe following amounts for ACC# 6358 
Contractual Services - other: 

Historical 1994 

Interim 1995 

$232,379 i $204,783 

Projected 1996 [ $208,776 

'Auditor initially requested the company to provide documentation 
and additional information for variance amounts described the 
company's filing concerning comparisons of current and prior year 
FPSC 06M expenses. See W/P's I\b ;, for details. 

From the information provided by the company audit staff has 
determined that the above amounts represent charges passed down 
from the parent company, Minnesota Power, to SSU. 

A review of Commission policies reveled that the Commission does 
not normally allow cost such as Shareholder services to be passed 
down to the rate payers. 

, 

- 

See Order$ //io') 

Auditor recommends that these cost be removed from the company's 
filing. 

No further audit work deemed necessary in this area. 
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EXHIBIT JAS - 3 (PAGE 5 OF 8 )  

FLORIDA PUBLIC SERVICE CMISSION 
AUDIT -/RECORD REQUEST 

ROTICE OF INTEHT 

.To: 1 
L I T I ~ ~ :  Southern States Utilities, Inc. 
?now: Charleston Winston 

w1-1 - 
RSpoaST m K R :  4 8  DATX Or RSQUXST: AuS 29. 1995 - 
-I? PIIPpOSE: Rate Case, Dktl 950495 - 

I- 
September 1, 1995 - REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: 

REFERENCE RULE 25-22.006, I.A.C., THIS REQUEST IS HADE: 
. 

0 INCIDENT TO AIl INQUIRY 
@ OUTSIDE OF AN INQUIRY 

- 
- 

ITEM DESCRIPTION: - 
1995 and Projected 1996. - 

resulting from the conservation program as stated in C.H. iiovalsky's testimony. 

Please provide the following information related to SSU's Conservation Program for Interim 

Detailed schedules for both periods that reconcile all anticipated cost and related savings 

- 
. _ .  - 

- 
- Specifically: 

1) 

2) 

Written detailed explanation of all proforma adjustments to Exhibit CHK3 .pg 7 4  of 74. 

Written detailed reconciliation of Exhibit CHK3 pg 60 of 74 tp the dollar savings 
illustrated in WR'S Vol IIa hk 3 of 4 for the Conservation Elasticity Adjustment. - 

3 )  Written explanation of the difference in cost for retro fit kits discussed in Exhibits 
CHW pg 58 of 74 and CHK3 pg 41 of 47. 

- 



EXHIBIT JAS - 3 (PAGE 6 OF 8 )  

FLORIDA PUBLIC SERVICE COHMISSION 
AUDIT D O C W N T / R E C O R D  REQUEST 

NOTICE OF INTENT 
-. 

0: 1 
~ILITI: Southern States Utilitles. Inc. 
FROM: 
REQUEST MUMEER: 101 DATE OF REQUEST: SeD . 29. 1995 
A ~ I T  PURPOSE: 

Charleston Winston Jeff Small 
\IUD11 WW W l T W l  

Rate Case, D k t t  950495 

October 3, 1995 REQUEST THE FOLLOWING ITEII(S) BE PROVIDED BY: 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS W E :  0 INCIDENT TO AN INQUIRY 

@ OUTSIDE OF AN INQUIRY 
ITEM DESCRIPTION: 

please provide the following information: 

1) Does Southern States have written approval from the Cornishion for its conservation 
program(6) ? 

Is Southern States under any mandate, order, end(or) directive from another regulatory 
body(s) to implement a conservation progrm(s] ? If so, please provide all supporting 
documentation. 

If so, please provide all supporting documentation. 

2) 



. 
FPSC 

AUDIT DOCUMENTRECORD REQUEST 
NOTICE OF INTENT 

TO Judy Kimball 
UTILIn: SSU, Inc. 
FROM: 
REQUEST NUMBER 101 
AUDIT PURPOSE: 
DATE OF REQUEST 9/29/95 
REQUEST DUE DATE: 10/3/95 

ITEM DESCRIPTION: 

PI- provide the following information: 

1) 

Charleston Winnon I Jeff Small 

Rate Case. Docket # 950495 

Does Southern States have written approval from the Commission for its conservation 
program(s)? If so, pleax provide all supporting documentation. 

Is Southern States under any mandate, order, and (or) directive from another regulatory 
body(s) to implement a conservation program(s)? If so, please provide dl supporting 
documentation. 

2) 

RESPONSE 

1) Southern States Utilities (SSU) has not been previously required to obtain written 
approval from the Commission for its conservation program. However, the Commission 
has approved the costs of SSU's consenation program in previous rate cases. 

The following information describes existing water management dimict requhcnts fox 
utilities to implement a water conscrvation program. Copies of these regulations and 
guidelines are attached as Appendices FPSC 101-A through C. The reader should also 
refer to SSU's response to FPSC Interrogatory #I  I for further information regarding water 
management dimict requirements for implementation of wafer conservation rates. 

2) 

NFWMD 

Although the No~thwcst Florida Water Management District (NFWMD) has established 
conservation plan requirements for facilities located within designated Watn Resource Caution 
A n a ' s  (WRCA), SSU has no facilities within thox areas. 

SRWMD 

Q Water Managanat District (SRWMD) has no consuvation plan requimna~ts. 

1 



SJRWMD 

The Saint John's River Water Management District (SJRWMD) requires Consumptive Use Permit 
applicants to submit a water c o m a t i o n  plan with their Consumptive Ure Permit Applications. 
The water Eonsewation plan requirements for public supply IM are dcfmed in Chapter 4OC-2, 
Florida Administrative Code, (F.A.C.) within the publication entitled Applicants Handbook: 
Coruumptiw Uses of Water. 12.4.5 and Appendix K, Water Saving M c ~ l c s  for Water 
Cmservation Plans (July, 1995) and Rule 4OC-2.301(4)(e), F.A.C. Tbcse rrguldons and 
guidelines are attached as Appendix FPSC 101-A. 

SWFWMD 

Southwesl Florida Water Management District (SWFWMD) Rule 40D-2.301@), F.A.C. and the 
publication entitled Baris of Reviewfor Wafer Use P e d  Applicatlom. p.B4-9 require that to 
obtain a water usc permit, applicants musl provide rrasonable assurances that the prmilted use 
will incorporate water conservation measures. Standard pmnit conditions st forth in Rule 40D- 
2.381 (3)(i), F.A.C. q u i r e  that perminecs practice water conservation measures. Further. pp.86- 
16 - 86-19 of the Baris of Review for Water Use P e d  Applications, sets forth Warn 
c o m a t i o n  permit conditions for various classes of permits according to their site and use. 
SWTWMD rquires that Public Supply perminm shall carry out the provisions of their District- 
approved Water Conservation Plan and requires prmiaees to submit periodic progress repOnS 
on the implementation of their plan. Thesc regulations and guidelines are aaached bp Appendix 
FPSC 101-8. 

SFWMD 

The South Florida Water Management District (SFWMD) requires Water Use P&t applicants 
to submit a water conservation plan with Wi Watn Uw Permit Applications. The tequiments 
of a water consewation plan an defined in Chapter 40E-2, F.A.C., within tbe publication entitled 
Basis of Review for Wafer Use Permif Appiicationr &in the South Florida Water 
Managemenr District, pp.A-24-26, (March 1994). These regulations and guidelines M attached 
m Appendix FPSC 10s-C. 

2 



EXHIBIT JAS - 4 (PAGE 1 OF 8) 

PEX AUDITOR: 

The company's reaponse to auditore Document Re est 134 referenced 

Auditor requested further information about Deltona Lakes purchased 
power via Document Request 162. 
Auditor believes that the company's budgeted amounts for purchased 
power at Deltona Lakes is overly optimistic and proposes 
adjustments to 1995 and 1996 purchased power as illustrated in 

IVolume 11, Book 3 of 4, page 125. See W/P 4C'< J ?l/ 

3 d w )  

find a copy of the budget documentation to support the 
for 1995. The plant manager for Deltona Lakes 

power usage based upon the average power per well included 
In 1994, there were 24 wells budgeted for power usage 
S16.050 per well. Since the 1994 budget, the Company 
(nos. 34 and 35) which resulted in an 

.. 

udgeted power cost. 

c a l ~ l a t e  the "normalized" expected power cost for 1995 due to the wet weath 
during the sacnd halfof 1994. Therefore, the S108,OM) increase fromactual is 
actually only a S32.100 increase from the prior year budget because of the new 
wells. Note that the actual power cost in 1993 totaled S353.000. When this total 
is compounded for the average 3% growth that Deltona has sustained since 1993 

Note that the plant manager used the 1994 budget rather than 1994 actual to 

plus the addition oftwo new wells, the 1995 budget totaling S417.300 is 

. ,  

.~ 

: ( 
. 

nsidered reasonable. 

Note that during a dry year, the Company will use powcr in excess of budget and 
not be allowed to recover these costs. The Company is requesting that 
"normalized".power usage be allowed for the projected 1995 and 1996 test years 
in order to compensate for the budget distortion created by the wet weather noted 
in 1994. 
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EXHIBIT JAS - - 

southern States Utilities, Inc. 
Hepititus Program 

Auditor: Jeff Small 
: Docket# 950495 

995 Interim 

Interim 1995 expense amount 

Divided by estimated life of vaccine 

Equals yearly amortization amount 
9 

$ 3,200 

Interim 1995 per Company $16,000 

less Interim 1995 per.Audit 3.200 

Equals Audit adjustment $12.800 

Projected 1996 

Projected 1996 per Company $16,312 a 

less Projected 1996 per Audit 1 . 8 0 4 b  I 
Equals audit adjustment $14.508 

a) Per company 1995 
times 1.95\ attrition 
equals 1996 projected 

b) Initial number of employees 
to be vaccinated in 1995 
times employee turnover rate 

equals the number new employees 
22 

u 
equals Projected 1996 per 
audit 

$ 1,804 

(numbers were rounded to the nearest dollar) 



EXHIBIT JAS - 5 (PAGE 2 OF 8 )  

Safety Department 
Iootrpcompauy Corrrrponclence 

DATE: September 8. 1995 

TO: Judy Kimball 

FROM: Jim Barratt F* 
RE: FPSC Audit Documenthcord Request - of September 5, 1995 

Answers to the subparts of question 3 of subject request regarding Hepatitis 
Immunization Program is hereby provided: 

How manv -1 be IrnmvnirpdZ Approximately 200. This represents ail 
SSU employees who are considered "occupationally exposed" to bloodborne 

-pathogens as defined by the Federal OSHA standard 29 CFR 1910.1030, Bloodborne 
Parhogens (attached). Please also see the SSU Bloodborne Parhogens Safe Operating 
Procedure (also attached). 

CATEGORY NUMBER 
Wastewater Piant Operators 94 
Maintenance Technicians 93 
Welder 1 
Electricians 3 
Environmental Services 

TOTAL Engineering & ?'o 4% 

Which e molovees will be I mmunlz& Those SSU employees considered 
'occupationally exposed" to bloodborne pathogens. Specifically, those who come in 
direct contact with wastewater or wastewater processing byproducts or who 
frequently operate or maintain wastewater treatment facilities or equipment. Also 
other employees, not normally considered occupationally exposed, will be provided 
Immunization in those cases where, due to unforeseencircumstances, they become 
exposed while at work performing their normal duties. An example would be an 
employee who renders first aid to an injured coworker and comes into contact with 
that persons blood. Hepatitis B immunization can be effective up to two weeks 
following an exposure incident. 



To: Judy Kimball 
Sub]: FPSC Audit Documentationmacord Request - of September 6. 1995 
Page: 2 

The following categories of employees are currently considered *occupationally 
exposed": 

1. Those Plant Operators, Maintenance Technicians. Elecaicians and Welders 
assigned to wastewater treatment plants; 

2. The Engineering Project Construction Inspectors and their supervisor 
(memorandum attached); and 

3. The employees in the Environmental Services Department who regularly 
inspecthonitor wasteweter plant operations (memorandum attached). 

This listing is subject to annual raviaw and revision as required by OSHA. 

w-n r Yes. All employees who are identified as 
'occupationally exposed" will be offered immunization if they have not previously 
been Immunized. This would also include newly hired employees filling positions 
where they are considered "occupationally exposed." 

There is also the possibility that booster shots will eventually be needed to maintain 
an adequate level of immunization. This determination is yet to be made by the 
Center for Disease Control. 

n s  
f : u i ~ s ~ m ~ O N N b N C ~ . l  

Attachments 

e: Ray Gagnon 
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FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DocuMMT/RECORD REQmST 

NOTICE OF INTENT 

To: 11 
m ~ ~ m :  southern States Utilities, Inc. 
m: 
aapUeST m E R :  90 
mIT -E: 

Charleston Winston 
11UDIT m1 511 

DATE OF PSWEST: SeD. 26. 1995 
Rate Case, Dktll 950495 

October 2, 1995 REQUEST THE FOLLOWING ITEWS) BE PROVIDED BY: 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS WADE: 0 INCIDENT TO AN INQUIRY 

@ OVTSIDE OF AN INQUIRY 
ITEM DESCRIPTION: 

FOIIOW up to FPSC Document Request 62A. Item W3. 

Please provide a detailed schedule that illustrates all 1995 budgeted cost for the Hepatitis 
Imunization Program. 

Indicate all NARUC accounts and associated responsibility centers where the Mlht will be 
distributed. 

Additionally identify how much of the cost is associated with; 

1) The initial imunization propran. 
Employee awareness and training. 
Testing and follow up care for incident events. 
Baticipated rubsewat imunizations. [new employees) 3:; 

4 )  

Identify any other associated cost not included in above items. 



DATE October 2. 1995 

TO: Judy Kimball 

FROM: 

RE: FPSC Audit DocumentlRecord Request - of September 26. 1995 

Answers are hereby provided to the follow up to FPSC Document Request 62A. Item 
t 3  regarding the Hepatitis Immunization Program: 

Pfease prpvide a data- 1995 

Number of first inoculations provided to date in 1995: 

Number of second inoculations provided to date in 1995: 

Number of third inoculations provided to date in 1995: 

137 

167 

107 

re budgeted for the Hepatitis Immunization Program. All 
charged to the Safety Department Responsibility Center, 

account number: 001 .90001.592.99.6758.0000.250 

1 I The inmal Virtually 100%. .. . .  

There was a nominal cost for copying 
training handouts. These were used for a class conducted for employees on 
the subject of Bioodborna Pathogens. The curriculum was developed in house, 

on the SSU Safe Operating Procedure. Additionally, a video on the 
ubject was shown. The video was purchased in 1994 for $495.00. 

tino and follow UD ca re is ’ . The only testing or follow 
up that might occur would be associated with a report by an employee of 
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. .  . . . '  

To: Judy Kimball 
Subk FPSC Audit DocumentationlRecord Request - of September 26, 1995 

h kga: 2 

exposure incident or an employee report of an injury where exposure has or 
may have occurred. No reports of incidents have been received to date in 
1995. Such an incident would generally be handled by insurance under the 
florida Workers' Compensation laws. 

(new emDloveerl 

CURRENT EMPLOYEES: 

Number of first inoculations anticipated In the remainder of 1995: 32 

Number of second inoculations anticipated in the remainder of 1995: 38 

Number of third inoculations anticipated in the remainder of 1995: 65 

NEW EMPLOYEES: 

Number of first inoculations anticipated in the remainder of 1995: 20 

Number of second inoculations anticipated in the remainder of 1995: 20 

Number of third inoculations anticipated in the remainder of 1995: None. 
(The third innoculation occurs approximately five months following the second 
innoculation.) 

\ No other costs are 
anticipated. 

PLEASE NOTE: It would appear that someone on the Commission questions the 
necessity of our Bloodborne Pathogen Program. It should be 
noted - the State of Florida does not. I have enclosed an 
advertisement from the University of Fiorida - Center for Training, 
Research & Education for Environmental Occupations mEEOI 
regarding a course they currendy offer titled: Train-theTninar for 
Exposure to Waterborne & Bloodborne Pathogens. I hope this 
information wiil be usefuli to you. @ 

P:WaSRSVUmATPUIQU).\NISICL.1 

Attechment 

c: Ray Gagnon 



I I 
1 1  

\ 
'Avoid d l m t  wxuel conlact ( u u  e 
Condom). 
' If you inm drugs. do no( USB needles that 
others have wed. Sharing needles even 
once can expose you to hepatitis B. AIDS. 
and other infeclious diseases. If you are 

* Don't share needlea for tettoolnp, 

' Avold ihulng ram# or toothbrulhu. 

~ t o ~ w a e e - k ~  
help. 

ecuplnture, or u r  plarclno. 




