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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Petition for Interim and 1 
Permanent Rate Increase in 1 
Franklin County, Florida by 1 

COMPANY, LTD. 1 

DOCKET NO. 940109-WU 

ST. GEORGE ISLAND UTILITY 1 FILED: APRIL 7, 1995 

/ 

NOTICE OF CROSS-APPEAL 

The Citizens of the State of Florida, by and through JACK SHREVE, Public Counsel, 

pursuant to Section 128.68, Florida Statutes (1993); Rules 9.030@)(l)(c), and 9.110@) 

Florida Rules of Appellate Procedure, cross-appeal to the Florida First District Court of 

Appeal the following orders of the Florida Public Service Commission, to wit: Order No. 

PSC-94-1383-FOF-WU, issued November 14, 1994; Order No. PSC-94-1383A-FOF-W, 

issued February 20, 1994 and Order No. PSC-95-0274-FOF-WU, issued March 1, 1995. 

A conformed copy of each order is attached. The foregoing orders are also the 

subject of a Notice of Appeal filed by St. George Island Utility Company, Ltd, on or about 

March 30, 1995. 

Respectfully submitted, w Harold McLean 

Associate Public Counsel 
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- 
Harold McLean 
Associate Public Counsel 
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Franklin County by St. George 1 ISSUED: November 14, 1994 
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APPEARANCES: 

G. STWEN PFEIPFER. Esquire. Apgar, Pelhun, Pfeiffer h 
Theriaque. 9 0 9  Eant Park Avenue, Ta1lat:reeee. Florida 
32301 

ot St 

HAROLD MCLEAN, Associate Public counsel. Office or the 
Public Counsel. c/o the Florida Legislaturp, 111 West 
Hadison Street. f iom 812, Tallahassee, Florida 32399-1400 

B A R B A U  SRNDERS. Bsquire, 53 C Avenue, P.O. BOX 157. 
Apalachicola. Florida 32320 

Or the S t . s b n d  Water se war D i w  

Of the Of The -. 

ROBERT J. PIERSON ana m c  s.  NASH, Esquires, 101 Eaet 
Gaines Street, Tallahassee, Florida 32399-0863 

M A R Y m B  H E L M N ,  Esquire. Florida Public Service 
Comnieeion, 101 X. Gaines Street, Tallahassea, Florida 
32399-0862 

Of the co-. 

--. 
The following Comissioners participated in the disposition of 

this matter: 

J. TERRY DKASON, CHAIRMRN 
DIANK X. KIESLING 

E ? N a  ORDER MID W Q E S  

BY THE COPiXISSION: - 
S t .  George Island Utility. Ltd. 1st. George or utility) is a 

Clnsa 8 water utility providing service Lor approximately 993 water 
Custmers in Franklin County. On January 31, 1994, the utility 
filed an application for approval o€ interim and permanent rate 
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increases pursuant to Sections 367.081 and 367.082. Florida 
Statutes. Its application satistied the minimwn . filing 
requirements (MFRs) for a general rate increase. and that date was 
designated as the otficial filing date. The test year for this 
proceeding is the twelve months ended December 31. 1992. For the 
test yea?, the utility reported operating revenues of $314,517 and 
a net operating loea of $428.201. 

st. George requested interim water rates designed to generate 
annual revenues'af $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 revenue3 of $742,718, 
which exceed test year rwenues 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 oE return on its rate 
base. 

On February '11, 1994, the Office of Public Counsel IOPCI 
eervad notice Of ico intervention in this proceeding. OPC's 
intervention vas acknowledged by this Comission by Order N o .  psc- 
94-0291-PcO-WU, issued March 14. 1994. O n  April 27, 1994. the st. 
George Island Water Sewer Diecricc (District) petitioned to 
intervene in this matter. W e  granted its petition by Order NO.  
PSc-94-0573-PCO-W, issued May 16, 1994. 

By Order No. PSC-94-0461-FOF-WU, issued March 18, 1994, we 
suspended the utility's proposed permanent rates and granted an 
interim rate increaee subject to rerund. By Order NO. PSC-94-0461- 
FOF-W, w e  also required the utility to provide a bond in the 
amount of $34.307 as guarantee for any potential refund of interim 
water revenues. 

This Comirrsion held a technical hearing in Apalachicola on 
July 20 and 21, 1994, which v a i ~  continued i n  Tallahassee on August 
3 ,  9, and 10, 1994. At the beginning of the hearing in 
Apalachicola. ten Customers of the utility testified in opposition 
to the proposed rate increase and complained about the quality of 
the water. One of these witnesses purported to represent ninety- 
nine Cuetmners of 300 Ocean Mile, St. George Island. At the 
evening session OnJuly 20, ninemore customers testified regarding 
the proposed rate increase as well as quality of service. In 
addition, several letters protesting the rates and quality of 
Se-iCe, written by customere that could not be present. were 
presented to this Comnission. Barbara Sanders, appearing on behalf 
of the District. also reported that she had received eighteen 
telephone calls from other Customers wno wished to express their 
opposition to the proposed rate increase request co the Conmission. 
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STIPULATIQKS 

Prior to the hearing, St. George, OPC. and the District 
stipulated to the following: 

1. 

2. 

3. 

4 .  

5. 

Plant in service should be reduced by $2,067 for lack of 
support documentation. a8 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 Company invoices as stated in Audit 
Exception NO. 10. 

Plant in service should be reduced by $12..518 to remove costs 
aasociated with the 50,000 gallon storage tank a8 stated in 
Audit Exception No. 12. In addition. corresponding 
adjustments should be made to reduce accumulated depreciation 
by $629 and depreciation expense by $358. 

Plant in service should be adjusted for plant retirements as 
stated in Audit Exception NO. 8. a8 followe: 

a .  

b. 

c .  

An adjustment should be made to incrcaee plant in service 
by $1,675 end accumulated depreciation by $168. In 
December of 1988 an adjustment was m d e  to retire a 
copier on the island; however, the copier was never 
recorded on the books. 

An adjustment should be made to reduce plant In somice 
by $7.029, accumulated depreciztron by $3,866 and 
drnrrrlaeian emense bv 2351. t o  record the retirement Of _.r ...._ ~~~~~ ~~1 ~ ~ ~~ . ~ . 
a pump at Well #1 which W a s  replaced. In February 1989 
the pump was replaced with a new pump but the retirement 
vas not recorded. 

nn adiuatment should be made to reduce plant in eervice 
by $i0,378, accumulated depreciation by $2,077, and 
depreciation expense by $519, to record the retirement of 
a 0umD at Well No. 2. In July 1989 the pump was replaced 
b;t the retirement was not- recorded bn -the c&any'a 
books. 
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6. 

7 .  

8. 

9 .  

10. 

11. 

u. 

13. 

14. 

15. 

d. A n  adjustment should be made to decreaee plant in aervice 
by $3,654, accumulated- depreciation by $972 and 
depreciation expense by $244 to retire a Harris 3H Copier 
that was not recorded. 

Plant in service should be reduced by63.098 o t  transportation 
expenses, "8  stated in Audit Exception NO. 7. 

Land and Land Rights should be reduced by $570 to remove non- 
utility related charges per Audit Exception No. 4. 

Materials and supplies should be reduced by $4.851 as stated 
under Audit Exception No. 22. 

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

Contributions in aid of constrvction ICIACI should be 
increased by $29.759, plant should be increased by $13.123, 
accumulated amortization of CIAC should be increased by 
$2,702. and depreciation expense should be increased by $298, 
to record contributions paid, by the St. George Island 
Volunteer Fire Department and Higdon and Bates. 

Accumulated Depreciation should be increased by $10.327. a8 
per Audit Exception NO. 15. 

Accumulated mortization of CIAC should be increaeed by 
$10,635, a8 per Audit Exception NO. 16. 

Depreciation expense should be increased by $5,432, as per 
Audit Exception No. 27. 

The utilit~,'s depreciation rates should be adjusted a8 Bet 
forth in 1 Rule 25-30.140. Florida Administrative Code. 
Depreciation expense should be reduced by $8,802, and 
accumulated depreciation should he reduced by $3.56+. 

Plant in senrice should be reduced by $12,665, as per nudlt 
Exception No. 6. 

In addition to the above, St. George stipulated to. and 
neither OPC nor the District took a position On. the following: 

16. Plant in service should be increaaed by $1,941, as shown in 
Audit Exception No. 11, f o r  the Utility'6 new generator. 
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17. Idvsnces for Construction should be decreased by $ 9 , 2 5 7 .  as 
stated In Audit Exception NO. 20. 

IS. The cost rate for customer deposits should be reduced in 
accordance with Rule 25-30.111, Florida Administrative Code. 

19. The cost of cornon equity should be set using ,the leverage 
formula in effect at the time of the Agenda Confe .ence €or the 
tinal order in this proceeding. The range for the cost of 
equity should be plue or minus 100 basis points. 

Used and useful shall be determined in the following manner: 2 0 .  

a .  All Source oE Supply. Treatment and General Plant is 
considered 100 percent used and use€ul. 
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b. A 1 1  Transmission andoistribution Plant is considered 100 
percent used and useful except €or the distribution mains 
(lees than a m  diameter) in Accounc 331.4 Transmission b 
OistribUtion Mains serving. certain subdivieione within 
the area known as the Plantation. which lines were 
constructed for the benefit oL the developer. The cost 
of distribution lines (lees than 8. diameter) within the 
following subdivisions will be subject to a Used 6. useful 
factor equal to used lacs divided by total lots, as 
follows: 

c .  

d .  

e .  

Oyster Bay Village 
Heron Bay Village 
Bay Cove Village 
Pelican Beach Village 
Dolphin Beach Village 
Indian Bay Village 
Bay View Village 
Windjanmer Village 
Treasure Beach Village 
Plantation Beach Village 
Turtle Beach Village 
Pebble Beach Village 
Sea Palm Village 
Bay Palm village 
Sandpiper Village 
Sea Pine Village 
Sea Dune Village 
Osprey Village 
Bay Pine Village , 

2 27 
23 S 
34 

2e 9 )  5 R  .. 
26 43 

8 30 
7 27 

Less ' 9 3  additions 
Used lots - 1992 

Used and useful factor - - ,369 
772 

The used and useful factor will be applied to the 
original cost of two-inch and six-inch mains, valves and 
fittings in the designated Plantation areas per the 
inventory on the 1992 Baskerville Donovan system 
drawings. See Attachment A, which details the w i n s  and 
valves. The appropriate test year average balance in 
Account 331.4 will be reduced by the "an-used and useful 
amount of designated Plantation area original cost. 

Accumulated depreciation and depreciation expenae for 
Acct 331.4 will be adjusted to reflect the net used and 
useful Lactor in Plant Account 331.4 after accounting for 
the used and useful in the designated Plantation areas. 

Allowance for funds pNdently invested IAPPII charges 
will be calculated and collected from new customers In 
the above designated Plantation areae. 

The term .used lots. in this stipulation includes all 
lots in the designated Plantation areas Lor which a) the 
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fully applicable service availability charge has been 
paid or b) a $500  service availability charge hafi been 
prepaid and a base facility charge is being paid in 
accordance with the tern of the oettlement agreement 
under Order NO. 2 3 6 4 9 .  whether or not there is a meter. 

Finally, 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 
$3,073, per Audit Exception No. 24 .  (The adjustment euggeeted 
in Audit Exception NO. 24 was actually $4,373. However, in 
its response to the audit, the utility provided support for 
$500  of that amount.) 

upon 
reasonable, 

consideration, we find that 
. They are, therefore, approved. 

the stipulations are 

FINDINGS OF P L C T ,  L A W ,  AND POLICY 

Having heard the evidence and considered the parties' brieZs 
and posthearing filinge, the rolloying represents our findings of 
fact. law, and policy. 

In accordance with Rule 25.30.133Il). Florida Administrative 
code. our evaluation of quality of service is based upon three 
separate components of water operationa: the water quality; the 
operational conditions of the plant and facilities: and the 
utility's efforts to address customer c o n c e m ~ .  

lyatlrr Duality 

staff Witness McKeom, of the Department of Environmental 
Protection (DEP) testified that the water system is meeting or 
exceeding primary drinking water etandarde; however, he noted Borne 
deviations on secondary standards. Primnry drinking water 
etandaTd6 are baaed upon health Concerns. Secondary drinking water 
standards are not a s  critical to h-n health. and are based 
primarily upon aesthetics. The deviations in secondary standards 
include excenetve levels of copper and excessive turbidity levels 
in the ground storage Lank. In addition. Well NO. 3 initially 
exceeded the nwximum contaminant level (MCL) t o r  color, and 
hydrogen sulfide lll,S) is an inherent problem in this area of the 
state. 

With regard to H,S. DEP rejected a report submitted by the 
utility that was required under 6' Partial Final Judgment IPFJJ) 
dated April 30. 1992. Using the utility's values for dissolved and 
un-ionized sulfides, DEP calculated that a lover percentage of the 
H S  is being removed than required under the PFS. Utility witness 
Biddy testified that he doen not believe that the aerator analysis 
was deficient or defective. Mr. Biddy reported that there is no 
MCL for H,S. He also discussed the history of the aerator report. 
and stated that a response to DEP'm November la. 1993 letter would 
be mbmitted to no later than July 31, 1994. W r .  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 a e r a t o r  
analysis report. ae well as updated maps, have been completed and 
delivered to DEP. Mr. Brown statel that the problem on St. George 
Island is not 80 much the H,S level in the water when it leaves the 
planr, but H,S buildup in the lines. He stated that the only way 
to solve that is to flush the lines on a daily basis. 

Utilicy witness Garrett testified that St. George has not 
failed a water quality test since he took over as operations 
manager in December, 1990. Because the utility is meeting oc 
exceeding primary drinking water standards, as reported by Mr. 
McXeom. we find that the water quality is SatiSLaCtOry. 

Q!2ezLtm CQUdAQQm . .  
In St. George's last rate case, by Order No. 21122, issued 

April 2 4 ,  1909. the Conmission identified I number of plant and 
operational improvements that needed to be made. W r .  Brom 
testified that these improvements were necessary and proper. The 
utility has completed most of these improvements. For instance, 
St. George has installed an ele'vated storage tank. a third well 
capable Of prrducing 500 gallons per minute [gpn). a backup 
chlorination s)Jtem to provide redundancy. and a new generator. 

St. George is currently maintaining the required ,chlorine 
residual throughout the distribution system. In addition, although 
it has had System pressure problems in the recent past. the utillty 
has installed an altitude valve and two new variable speed high 
service pumps, such that it can now maintain a pressure of 65 
pounds per, square inch [psi) ox higher throughout 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 terms of doing 
something because we know it needs to be done rather than doing it 
because DEP or somebody suggested it.' 
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The utility contende that there 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 
scudy. he still believes that his study is accurate to within ten 
percent. According to Mr. Coloney, nothing is more accurate than 
knowing.whar is in the ground. fir. Seidman testified thac the 
determination of original cost must be based on th') assets in the 
ground and that numbers from annual reports ijand financial 
ecatementa do not provide thia infomation. 

In addition to the above, the utility argues that w e  are 
I prohibited from revisiting the i s e u a  of original cost under the 

doctrines o t  res judicata and collateral estoppel. Sinca this is 
a chreshold iesue, we will deal with the res judicata/collaceral 
eecoppel issue first. 

Under the doctrine of res judicata, a fhal judgment on the 
merits bars all subsequent actions between the same parties 
involving the same claim on all mtKers that were, or could have 
been. litigated. Collateral estoppel, on the other hand, bars 
subsequent actions between cha same 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, Sc.  George cites 
a number O L  cases that stand for the proposition. Notable among 

S0.2d 989, 991 IPla. 19871. In -, the Supreme Court indeed 
ataced chat the doctrine of res judicata applies to admtnistrative 
proceedings: however. it also noted that "the doctrine or res 
judicaca is applied with 'great caution' in administrative cases: 
M. ac 991. The Court went on to hold thac mLtlha proper rule in 
a case where .a previoue permit application has been denied is that 
res judicata will apply-only iS the second application i rr  not 
supported .by new facts, changed circumstances. or  additional 

St. George next argues thHt the doctrines are nox merely 
discretionary, and that, 'lulhere the elements that give rise to 
the doctrines, it is error not to invoke them. In support of this 
argument, St. George cites E S U S ~ V .  S- , 397 S0.2d 327 IPla.. 

%%9"so.2d 9 8 6  Cdla. 1987). 

. .  . .  

its cites is , 511 

, submissions by the applicant: 

1980). urow v.  Oeoart ment or e 1 , 602 So.2d 
1337 IPla. let DUL 19921. an-- co. ~~ v. 

r nr Re.. .a 5iO So.id 936 ( F i a .  let DCA 1987). 

ORDER NO. PSC-94-1383-POF-WU 
DOCKET NO. 940109-WO 
PAGE 14 

does not appear 0 stand for the 
proposition that it is error not to invoke res j icata.  It stands 
for the proposition that rea judicata will not :t as a bar where 
the original tribunal, in that case the Depa ment of Revenue, 
lacked subject matter jurisdiction. Tho Cou: also noted that 
Identity. of the parties, an eaaential element of res  judicata, was 
ala0 lacking. In mvn v. apB , the Court applied the doctrine of 
res judicata against DPR where it found that DPR's charge of 
profewional rnirrconduct had been previously litigated. We were 
unable to locate &Lu& Y .  s m  , either at the prescribed cite or  
anywhere elee. 

st. George next cites a number Of cases in which the 
Conmission has declined to apply the doctrine of res judicata for 
varioue. reasons, and argues that none of these reaeons apply in 
this case. The only case- cited by St. George wherein the 
Conmission arguably invoked the doctrine was In re : Peticion of thq 

Cost ReCOveN P-, which was 
processed under Docket. No. 830148-EX. By Order No. 22268,  89 
P.P.S.C. 12:41. iaeued December 5 ,  1989. the Comnisaion rejected 
the alorida Industrial Power Users Group's (PIPOG's) challenge to 
the use of certain factors in calculating deferred capacity 
aavings. Although one of the reasons cited was thac FIPUG had been 
a, party in three prior proceedings. i n  which: ic had not challenged 
the, factors, the Conmission also rejected PIPUG'8-position because, 
if adopted, it would have violated Rule 25-17.016, Florida 
Administrative Code. and would have constituted retroactive 
ratemking. 

Finally, St. George argues that there haa been no change in 
circumstances between the previous rate proceeding and the instant 
proceeding. St. George arguee that there is an identity or issues, 
parKiee, and facta. It further argues that the evidence in this 
proceeding is the ~ a m e  as that brought forvard in the prior case, 
with the exception of a number of annual reports. 

Power 

We do not agree with the utility'a contentiana. As noted 
above, the doctrines of res judicata and collateral estoppel both 
require an identity ot the partiea. The District was not a party 
in the last proceeding. thus there is no identity of parties. In 
addition, new informtion hzs been brought to our attention i? this 
case. Accordingly. the only identity B e r n  to be of the i esue  
itself. 

'n 'r  are mre persuaded by the supreme Court's admonition in 
-, 511 So.2d at 991, that the doctrine of res judicata be 
applied with great Caution. There are good reasons Cor exercising 
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great caution. In St. George's last rate case. this Comi66ion 
stated that there were 'suspect circumstances surrounding the 
absence of the [original cost] records". A 8  a result. we were 
forced to rely on lese reliable evidence of the original cost of 
the water system. However, we specifically stated that *if at any 
time in the future. evidence is produced which reflects that our 

readdrese the issue of SGIU's level of inve=EeEY: order No. 
21122, 89 F.P.S.C. 4:387 (19891. New evidence has been brought 
forward in this proceeding which indicates that the ,prior 
determination was incorrect. We also note that the burden of proof 
that any rate change is appropriate lies with St. George. Eloridn 
-urn -J. -9Be , 413 So.2d 1107, 1191 IFla. 1982). 
Proof nf a utility's investment in plant is an integral component 
of meeting this burden. 

Based upon the discussion above, we reject st. George's 
argument that this Commission is forecloaed from revisiting the 
issue of original cost. 

analyeis of SGIU'8 investment is incorrect, Of C0"TBB. 

The Evki.enc2 

u 7 9  Elm- - This financial statement is an 
unqualified opinion. prepared by Thontson, Brock & Company for 
Leisure for the period ended December 31, 1979. The statement 
indicates that the investment In the water system was $830.145, 
less accumulated depreciation of $ 2 2 , 6 6 0 .  utility witnese Wither0 
testified that some of the l a t o r  costs associated with Leisure 
personnel laying the lines would not be included in the statement. 

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 8y8tem. 

MS. Withers and Mr. Brown both claim that this Statement is 
not new evidence because it was included in m i b i t  21 from the 
record for Docket No. 871177-WS. Although the tranecript.from the 
hearlng in that docket indicates that the utility contemplated 
filing the statement as part of Exhibit 21, a review of the record 
for Docket NO. 871177-WS reveals that St. George never actually 
filed the statement. After the record was closed, OPC filed the 
stacement and requested that we take notice of it. By order No. 
20913. issued March 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 txuth thereof. 

- This document is an appraisal of the July 
1978 replacement cost of the facil-ities and land associated with 
the St. George water system. Mr. Bishop was the consulting 
engineer who designed this system. Thirty-six percent of the 
replacement cost8 were based upon actual contracts and invoices. 

The asset descriptions in the utility's depreciation schedule 
are exactly the same as the descriptions in this Btudy. In fact, 
Ma. Withers used the 1978 study to allocate the $3 million purchase 
price of the utility to the assets that were listed in the 
appraisal in order to prepare the utility's depreciation schedule. 

During a February 9 .  1981 deposition, Mr. Brown testified that 
the 1978 Bishop study was based on actual costs and comes a6 clone 
to the overall expense for the eystern as anything else available. 
At the hearing in this procebding, Mr. Coloney testified that the 
1978 Bishop study is accurate and complete and genuinely reflects 
whar he found at the time that he performed his original comt 
study. nr. Seidmn also testified that he did not have any 
problems with the appraisal. 

- This document ia a depreciated replacement 
cost appraisal which was a l s o  prepared by Mr. Bishop. This 
appraisal l a  an update of the 1978 appraisal which incorporates the 

- 

extensions and improvements .made to the water Byatem in the 
interim. The 1982 study;like the 1970 study, is based upon what 
is in the ground. The amount of plant provided in this apprafsal 
is cpnsistent with the plant described in the 1978 appraisal 

A comparison of the quantities in the two Bishop appraiS6lS 
indicates that, between 1978 and 1982, transmission and 
distribution l inee and associated appurtenances. fire hydrants, a 
high service pump, and 141 Customer services were the only 
additions to thi system. The 1982 appraisal indicate6 the length 
of pipe in the {round and the unit Cost of this pipe. 

A m  - This appraisal W a s  prepareu by Mr. 
Sayers for Leisure In 1977. This appraisal also provides an 
inventory of plant in the ground but. other than stating that it 
relied upon information supplied by Mr. Bishop, it does not 
describe how the unit Costs of the asseta were derived. There is 
not adequate support for this appraisal in the record. Mr. Brown 
was the only witness who testified about this document. Alao. am 
noted, the sayers Appraisal relied upon infomation supplied by Mr. 
Bishop. Accordingly.,we believe that the 1978 Bishop study is a 
m c h  better source to determine the original cost of plant. 



ORDER NO. PSC-94-1383-FOE-W 
WCKET NO. 940109-WU 
PAGE 18 

ORDER NO. PSC-94-1383-FOP-HU 
DOCXBT NO. 940109-WU 
PAGE 19 

The year aC construction for much or the system in mr. 
Coloney'a study ale0 appears questionable. For example, Mr. 
Colamy's study indicates that 57,545 feet of two-inch polyvinyl 
chloride IPVCI pipe Mae 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 ehows that, at that'time, 
15,215 Ceet of two-inch m C  pipe had been installed\ Mr.  Coloney's 
study also indicates that two wells were in servi<.t in 1978. The 
two Bishop studies indicate that only one well was in service. A 

states that Well No. 2 was drilled in 1985. 
March 10, 1987 DEP sanitary Survey supports the8ishop reporte. It 

vW(r\onual - Me. Withers selved as 
Comptroller for.'. Leisure from 19%%!ough 1986 and i a s  directly 
involved in keeping the utility's books and records. In her 
affidavit filed in Docket No. 871177-WS, Ma. Withers Btated that, 
between year-end 1979 and 1987. the utility added $543,705 oC new 
plant. These additions were baeed upon the utility's books, and 
the annual reports a l s o  reflect these additions. m. Withers 
testified that the booked plant additions are accurate as Lar as 
the 'hard". casts and they agr'ee with the tax returns. Neither the 
affidavit n o r  the annual reports indicate the plant assets 
associated with these numbers. 

At the hearing in this case. M S .  Withers discussed "hard' and 
.soft' costs to explain how the utility's books did not capture a l l  
OC the expenses associated with plant conetruction. She etated 
that .hard. costs are the bare bones. brick and mortar rn 
pipelines, and labor. According to Me. withere .soft- costa 
include the engineering. supervision during conetruction, legal 
fees, and property taxes, among others. MS.  withere testified that 
the plant additions indicated in her tax reconciliation are only 
accurate for che .hard. costs. 

GQmllmb - Based upon our diecussion above, we find that the 
1978 Bishop study is the best evidence Of what plant was. in the 
ground and the Cost of tht.plant.ae of 1978. We a l so  Lind that 
the 1981 Bishop study is the best evidence of' plant additions 
between 1978 and 1982 and the coat of that plant, and that the 1988 
Coloney study is the best evidence of what plant w a ~  in the ground 
as of 1988. Although the remiding original cost evidence is not 
as probative regarding original Cost, we find it useful cor 
comparative and corroborative purposes. 

investment stated in the 1979 Leisure financial statement to 
$543,705, the plant additions indicated by Ms. withers in her 
affidavit. Using OPC's methodology would result in a $645.038 
reduction to the utility's test year plant in service. 

OPC.'s propoeed methodology is Btraightfoward and easy to 
calculate. It is baaed on inLomtion which was prepared for or by 
the utility. The euditor of the Linancial statement issued an 
unqualified opinion. Mr.  Brom certified by eigning the utility's 
annual reports that the information contained therein vas true, 
correct, and complete. Ms. Withers testified that the plant 
additions are accurate aa car as hard costs. 

M r .  Coloney testified. however, that the only thing that 
really matters when determining original cost is what is physically 
in the ground. Mr.  Seidman agreed and added that there is not 
enough infomation in the annual reports, the financial statements, 
or Ma. Witherso tax reconciliation to identify what plant is in the 
ground or the m u n t s  invested in plant in service. To support his 
statement, Mr. seidman noted that the annual reports indicate that 
the utility had booked the$3 million sale OC the system as plant 
in service. Mr. Brown testified that when he certified the annual 
reports he believed that they were t m e  but haa since become 
convinced that the accounting recorda were not accurate. m. B ~ O W ~  
also believe6 that Mfr. nithers, reconciliation is not totally 
accurate and complete and that Me. Withers failed to include all or 
the Costs that would be properly capitalized to the plant. 

OPC's proposal would require us to calculate original cost 
baeed upon recorded costs. without knowing the plant assets to 
which the CoBts relate. OPC's original cost proposal is, 
therefore, rejected. We agree wi,th MesBrs. Seidman and coioney 
chat Original Cost ehould be based upon what is in the ground. 

The District argues that the Original Cost should be reduced 
by $1,449,083 from the amount established in the previous rate 
Case. The District calculated this adjustment by adding the 
Original Cost from the 1978 Bishop study; $750,117, to $539,735, 
the Sum Of the amounts listed Cor plant additions in the withers 
affidavit and the utility'e annual reports. The District believes that using this methadolow resulte in a 1987 original cost O L  

$1,289,852. We note. however, that the District's proposed 
adjustment is incorrect. Schedule 4-c of Order 21122 indicares 
that the UtilfVf'a j-ear-end plant balance was $2,175,33;: 
Therefore. theadjuetment to reduce gross plant from $2,175,331 to 
$1,289.852 is IS885.4791, not i$i,449,883). 
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Leisure's 1978 T w  Return and IRS m d  it - Schedule J of 
Leisure's 1978 federal income tax return indicates that the 
depreciable basis of the water system was 5658,564. The plant 
asset8 aesociated with this number are not described. In 1979, 
Leisure Bold the water system to St. George 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 value of the water system was $1,550,000. while 
the utility mintained that it was $3.000.000. Prior to trial, the 
utility and the IRS settled upon a tax basis of $2.212.000 am of 

We do not believe that the settlement with IRS is necessarily 
probarive Of the original cost for ratemking. The IRS's reasons 
for settlement are not explained. There is a180 no information 
which indicates wharplant assets this settlement represents. This 
failure .to identify the plant in the ground was one of the 
utility's criticisms of the Withers Affidavit. discussed below, and 
the 1979 Leisure financial statement. 

December 31. 1979. 

-'Mr. Coloney's original coot of plant wae 
derived from the replacement cost for each plant component as of 
June'l. 1988. Mr. Coloney used a sample of 1988 construction Cost 
data to develop prices for the system components. The cost of each 
component,was then trended back to the year of construction 
utilizing the  handy-Wnitman Index of Fvblic Utility Construction 
Costs. Under this methodology, Mr. Coloney determined that the 
original cost of the system. as of June, 1980, wae~~S2.551.010. 

At the hearing in Docket NO. 871177-WS, Mr. Coloney testified 
that. in preparing hie report, he consulted the 1978 Bishop study. 
In this case. Mr. Coloney teetifled that he did not have a c m e s  to 
the 1978 Bishop study when he prepared his original Cost study. 

The Coloney Study provides an inventory for all of the plant 
assets a8 of June 1, 1988. Except for the fire hydrants, discussed 
below, there is no evidence which contradicts Mr. Coloney's plant 
inventory. 

I" the M F R S ,  the utility represented that the syscem has OB 
fire hydrants. Staff witness Abbott. Chief of the St. George 
Island Volunteer Fire Department. testiried chat, between 1988 and 
1 9 9 2 ,  the fire department paid for the installation of 8 fire 
hydrants. Subtracting 8 from 8 8  indicates that only B O  fire 
hydrant8 were connected in 1980. Mr. Coloney's study indicates 
that 8 9  fire hydrants were connected to the system in 1988. 

. .  -~ 

As noted above. it does not appear that the Withers affidavit 
or the annual reports are an accurite oource 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 District also recornends that w e  impute CIAC for some of 
the Cost that is not reported by the utility, as we did in Docket 

s o  rew wed in 
NO. 920834-WS, In Re: e n m  to io- 

ver the CQ-Q 
PO. m Q 2 0  -ws bv UT ill-, 0 -. by Order PSC-93-0430- 
FOF-WS. issued March 22, 1993. 

~ 

Ma. Withers testified that the IRS audit of Leisure and the 
utility between 1979 and 1962 investigated these issues. She adde 
that the IRS would not have allowed the labor expenses associated 
with the water system's construction to be written off for both 
compsniea. We agree with St. George that the labor Cost8 would not 
have appeared on both sets of boob without the IRS adjusting out 
the duplicate costs. Accordingly, u e  have not imputed CIAC as 
r e c m ended by the District. 

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

Mr. Seidml's original Cost analysis. using the coats and 
quantities from the Bishop and the Coloney studies. indicated that 
the original cdst was around $2 million, or approximately twenty 
percent le86 than Mr. Coloney's original cost of $2.551 million. 
Mr. Coloney's line cost8 are also considerably more than ten 
percent higher than the cosm included i n  the Bishop studies. In 
addition, in the utility's last rate proceeding, the Comnission 
reduced MI-. Coloney'o original cost by sixteen percent because the 
estimates appeared inflated. Accordingly, w e  find that the coete 
in Mr. Coloney's study are not accurate to within ten percent. 

As noted above, in the absence of original cost records, the 
appropriate xetherl tD deta.-.?ne ariginal Ccst is thrmgti original 
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cost studies. Three elements are required to calculate original 
coat: an inventory o€ the plant in the grdund: the date of 
inscallation of each component; and the cost of the components. 

&.. Coloney's study provides a comprehensive inventory of 
plant. ,Howe*er, the two Bishop studies are more contemporaneous 
with the systemas initial construction than thecolqney study. MT. 
Dishop, the author. was the engineer who designed ti's water system. 
Moreover. the study is based, in large part, up0.i Contracts and 
invoices. In addition, none of the utilityla witnesses disputed 
any ot the Facts eet forth in the Bishop studies. 

our determination of original cost is based upon what is, in 

costs. we have used, where possible. costs from the Bishop studies. 

was put in che ground. 

A. comparison of the various studies indicates-that Well No. 2 ,  
a fifty horsepower high service pump. transmission and distribution 
(TU)) l i n e s ,  gate valves and other appurtenances asaociated with 
che TLD lines. fire hydrants. customer services, meters, and an 
auxiliary generator were all installed after 1978: 

The 1978 Bishop report indicatea that well No. 1. the Supply 
mains. the water treatment plant, the ground storage tank, and the 
pumping station were constructed in 1976. As noted above. Well No. 
1 was added in 1985. The fifty horsepower high.sewico pump van 
placed into service during 1979. There in no mention or an 
auxiliary generator in either Bishop report. 

To estimate when the TLD lines were laid, we have taken the 
difference in quantities of pipe between the three studies and 
discributed them equally w a r  the time between the Btudias. The 
1981 Bishop study establishes that the system included 15,225 feet 
oC no-inch PYC pipe. while the 1978 study show8 zero feet OS two- 
inch W C  pipe. Dividing .15.225 feet by 4 reeulte in yearly 
additions of 3.806 feet between 1978 and 1982. The remaining 
additions are calculated using a like methodology. We calculated 
the yearly addition5 at tire hydrants using the B M B  methodology. 

Jaad . In St. George's previous rate caee. this Conmission 
found that the appropriate Cost of land t o r  wells  NOS. 1 and 2 ,  and 
the water treatment plant. was $20,455. This value was based upon 

Hr. Coloney's study does not discuss land values. The l97A 

the ground as of 1988. However, instead of Using Mt. COlOneY'S 

The Blshop studies ale0 provide a better estimate Of when the plant 

the testimony Of utility W l t n e S e  Hears. 

Bishop S C u d Y  indicates that Well NO. 1 is located on a 100 by 110 
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foot lot near East Point. .and places its value at $3,500. The 
study also estimates the value of the land for  the treatment plant 
site at $30,000. 

We find it appropriate to make no adjustment for  land. There 
is no eyidence in this proceeding to dispute M r .  Mears' testimony 
in Docket No. 871177-WS. MI. Coloney's study did not discuss land 
value and the Bishop report states that value of the land vas 
estimated in lieu of d b o M  fide real estate appraisal because of 
the relatively small effeCL that the cost would have on the total 
replacement cost. 

- Rave Drilling Company (Rowel drilled Well 
No. 1 and installed the well casing. pump, pump c a l m ,  and motor. 
Leisure pereonnel installed the meter, valves, and other fittings 
connecting the well to the rawwater supply main. The Bishop study 
determined the replacement cost would be $9,500, from an estimate 
by ROwe. Using the Handy-Whitman index to trend back to 1976 costs 
results in an original cost OE $8.250 19,500*132/1521. 

The estimated replacement m e t  or the well pump was $7,000. 
Using the Handy-Whitman index'to. trend back to 1976 costs results 
in an original cost of $6.414 (7,000*175/191). 

Well No. 2 was drilled in 1985. The original cost of this 
well should be based upon the OrigiML cost to drill Well No, 1 in 
1976 trended to 1985 using the Handy-whitman index. because the 
wells are similar i n  size and construction. This results in an 
estimated original cost of $13,812 (8,250*221/1321. The estimated 
original cost of the well pump l a  $10,299 ($6.414*281/1751. 

%uUL&&U - The supply m i n e  carry raw water from the wells 
on the mainland to the water creament plant on the island. The 
supply mains include ductile iron pipe for  the two bridge crossings 
and six- and eight-inch PVC pipe far the remainder. 

Ae discussed under TQ mine and appurtenances, the six-inch 
and eight-inch PVC line coats for the supply main Should be based 
upon the average line price8 Cram the two Bishop studies as of 
July, 1976. The 1978 Bishop report describes the appurtenances 
associated with these mpply mine and these CoBts should also be 
trended back to July, 1976 using the Handy-Whitman index. This 
results in an original cost of $ 8 8 , 5 8 3 .  

The two bridge croseinga mere installed by Cifer's 
Cnnatruction under contract Lor $127.859.44. PIC ductile ~ r o n  plpe 
was purchased from McWane Cast Iron Pipe Company, and cost $80,632. 
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Based on the above. we find that the original cost for the 
Supply mains is $297.075 ($88.503 + $127,860 + $80.632). The 
supply mains aseociated with Well No. 2 are not included in this 
total; they are included within the TW mains. The Coloney study 
did not quantify the length of PVC pipe required to connect Well 
No. 2 to the existing Bupply mine. It also failed to indicate the 
length of PVC supply main associated with Well NO. 1. It appears, 
however. that the Coloney study included the PVC eupply mains in 
the PVC pipe totale. 

WBtW Str2Kzuqc . Marolf, 1°C. installed the  ground storage 
tank, roof. aelator. and building structure. 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. Enterprises under 
contract for $27,718.67. Based on this information, we find that 
the original cost of the ground storage tank was $91,050.67. 

Pumplac s m  - The pumps were purchased fran Rowe and 
installed by Leisure personnel. The 1978 replacement cost for the 
twenty horsepower high service pump was $1.200. Using the Handy- 
whitman index to trend thia cost back to 1976 prices. we find that 
the original Cost was $1.099 ($1.200*175/1911. 

The fifty-horeepouer pump was installed in 1979. The 1982 
Bishop study indicates that the replacement cost for this pump was 
$7,050. Using the Handy-Whitman index to trend back to 1979 costs, 
we find that the original cost was $5.612 ($7.050*203/2551. 

The $23,786 replacement dost for installing the p u p  station 
was based upon an estimate by Rove. Using the Handy-whitman index 
to trend back to 1976 costs, we find that the original cost was 
$20,813 1$23,786*154/176). Thomas L. Cook installed the electrical 
wiring for the pump station under contract for $12.000. 

and U - The 1978 
replacement coot of the Wallace 6 Tiernan ALC gas chlorinator was 
$2,600. Trending this come 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. Roue estimated the 1978 replacement 
cost Cor the controls to be $1,500. Trending this Cost back to 
1976 results in an original Cost of $1,312 l1,500*154/176). 

Rove also estimated the 1978 replacement cost for the altitude 
valve at the reservoir to be $3,364. Trending this co8t back to 
1976 results in an original cost of $2,943 (3.364+154/1761. 

pffice Facilities - The busiFse office interior finish van 
installed by Leisure personnel. The $19.879 replacement Cost was 
based On the total of all invoices for material and labor 
associated with finishing the office multiplied by the Engineering 
New6 Record construction index, which is 1.16. Therefore, the 
original cost for the office facilities is $17,093. -- - The 1978 Bishop study estimated che 
cost o f  six- a n d  eight-inch TLD linee baaed upon the average cost 
of Contractor bids from two projects. The price of the second 
lowest bidder was escalated by ten percent KO compensate for tne 
additional overhead associated with working on St. George Island. 
The 1982 study based these coscs upon average unit prices from 
comparable projects bid on a competitive basis. 

A Cost comparison of line prices fox the .three studies i s  
depicted on Schedule 1-D, page 4 of 6 .  When looking at this 
xhedule it should be remembered that Mr. Coloney's Study includes 
ensineering .and administrative costs: the Bishop numbers do not. 
Even if the administrative and engineering cost are added on to nr. 
Bishop's costs, Mr. Coloney's prices are still much higher than 
either Bishop study. The Cost of two.inch and four-inch PVC for 
the two Bishop appraisals is the same. since the 1978 appraisal did 
not provide the.cost for either two-inch or four-inch PVC pipe. 

The 1982 Bishop study does not eqlain why ite line coBt6 are 
lower than in the 1918 study. It appears that the 1978 study's 
methodology. in which the coot of the second low htdder Y I B  
increased by ten percent, accounts for Borne of the difcerance. It 
does not, however, account for a l l  of the difference. 

The unit cost of the TLD lines could be calculated by using 
the costs frDm ,the 1978 Biebop etudy, the Costs from the 1982 
Bishop Btudy, t .e average coet from both Bishop studies, 01 the 
average cost fkom the Bishop and the Coloney studies. Mr. 
Coloney's line costs are significantly higher than both Bishop 
studies. ' 

ne stated earlier. Leisure's employees installed the TLD 
lines. Since Leisure was developing the island at the same time it 
was installing water lines, the machinery and manpower to instail 
the lines was readily available. An outside Contractor's CoBt 
would be higher since it would have to mobilize its crew and 
relocate to the work site. Nm, additional COOtG associated with 
construction bidding, such a8 bonds, would be incurred. 

We find that taking the average coat from the two Bishop 
stuaies is a fair and reasonable approach for calculating the unir 



ORDER NO. PSC- 94 - 13 8 3  - FOP- nu 
DOCKET NO. 940169-MI 
PICE 25 

ORDER NO. PSC-94-1383-POF-MI 
DOCKET NO. 340109-WU 
PAGE 26 

cost of the lines. 
1-D. page 5 of 6. 

These calculations are depicted on Schedule No. 

A water TU) system includes many appurtenances in addition to 
pipe. The Coloney study provide- an inventory and cost f o r  gate 
valvee and fittinga with react ion  block. The 1978 Bishop study 
includes the costa for gate vmlvee, reducers, be-de, tees, and 
Plug.. The 1982 Bishop study lumps a l l  of the applrtenances into 
one category called ritcinga. This is the one comgonent of plant 
Lor which there la no way to eaaily compare the three etudiea. 

Aa is the case with the ThD lines, there are several 
approaches available to. ascertain the original cost of the 
appurtenances. One approach is to determine the costs using the 
1978 Bishop study and the Coloney' study. The problem with this 
method is that the Bishop studies do n o t  include a category called 
fittinga with reaction block as W ~ Q  included in Coloney's study. 
XI the Bishop 1978 appraisal and the Coloney etudy are used to 
calculate the original cose: ot appurtenances, Mr. Coloney's costs 
for Litcings with reaction block would have to be used. Mr. 
Coloner assigned a. replacement cost oe $183,837 f a r  the fitting8 
with reaction block, not including gate valvee. 

Another method is to take the - - ~ 4 -  - r  CL- ---- -I = I _ .  , 
the coat of l inea  from the 1982 R i a  

S S r h s f i  - The Coloney study. with the aixteen percent 
reduction from Order NO-21122. should be used to determine the 
O r i 9 i - l  Cost f o r  services. The Coloneystudy provides a detailed 
analyeis of the costs to. install Customer aervices. There ie no 
evidence in the record which conrlicts with these costa. The 
Coloney study indicatea that, as  of 1982, the cost Lor a customer 
service was $259.51. The 1982 Bishop study estimated the- cost to 
be $ 2 5 0 .  The Coloney acudy also indicates that 143 510-inch 
custuner serricee were installed as of 1982. The 1982 Bishop study 
indicates that 141 5/8-inch CUetOmer services Were installed. ' 

W and' - we find that the colooey mtudy. with the s-ducclon from Order NO. 21122, 

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. 

- As discussed above. the number of hydrants included 
in the Cploney study is incorrect. Eighty hydrants were connected 
to the system as of 1988. We have utilized the same methodology 
used to determine the original cost of the T m  lines to determine 
the original cant of lrydrante. In other words. the unit cost of 
the hydrant8 is. the average of the costa LrOm the two Bishop 
studies. 

and administrative 4 and Costs associated . with There the are constructian,of also engineering a 
water System. Th0 ColonRy study included such costs but did not - 
discuss haw they were detedned. The 1978 Bishop study indicatee 
that the actual engineering coec Lor the eyscem wa9 $58.065. or 8.2 I 
percent of the orlginal COQC. It also estimated the administrative +<.- 
Costs to be six percent of the replacement cost, excluding land. 
The 1982 Bishop appraisal estimated engineering, costs. to be s i x  
percent of che replacement coat. It also estimated. the 
administrative costa to be $75.000. or 1.7 percent of the 
replacement cost. 

,,f ' 

Based upon the Bishop reports, we finbthac six percent is a 
reasonable allowance for engineering cost%, and six percent Lor 
administrative costa. We have not included these C O S ~ B  Lor land, 
or for the auxiliary generator. eervices, m0ter0. and meter 
installation, Which costa are based upon the Coloney study. ~ r .  
Coloney included or should have included these costs in his 
calculations. 

Based upon the evidence of record, the post-hearing filing of 
the partiee. and our  discussion above. w e  find that the original 
cost oE the plant, as of 1988, was $1,782,439. 

The auditor determined that these design fees had been 
previously recorded, either as an expense or capitalized, based on 
her analysis and review of ConstNCtion Work in Progress at 
December 3 1 ,  1993. Allowing this pro forma adjustment would result 
in either a duplication of capital investment or capitalization of 
previously expensed itew. 
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In its response to the audit report, the utility stated that 
'ltlhe Caloney Campany fees are not a duplication of expensea, and 
have never been capitalized." In support of its argument. the 

testified that the basis for the statement in the response to the 
audit report is 'Iflrm discussions with Ms. Dravdy. and my 
understanding is that they were booked, I think, through accounts 
payable and never entered onto either plant or expense.' In 
addition, +he HFRB state that theamount Wae to 'Iclapitalize the 
previously unrecorded engineering design fee6 of Wayne Coloney for 

OPC witness Dismukee testified that, since office furniture 

year, a portion of the iurniture and equipment, with the related 
accumulated depreciation and depreciatlon expense, should be 
allocated to the affiliates. Since there were no time records or 
like information upon which to objectively determine the proper 
allocation. Ms. Diwmuke6 allocated ten percent of Account no. 
3 4 0 . 5 .  Office Furniture and Bquipment, to the affiliates. She 
stated that her ten percent allocatlon was a conservative estimate. 

,/ utility provided an invoice, dated May 12, 1994. for service and equipment was used by Mr. Brown's affiliates during the teat rendered by Mr. Coloney during 1988, 1989, and 1990. Mr. Sei& 'vr 

i the elevated storaae tank.. 
~ 

As pointed out by OPC, the utility has the burden to prove 
that the feeo Were previously unrecorded. It did not provide 
adequate support. We have, therefore. removed $21,000 in 
engineering design tees. 

P 

The Seaff .audit report indicated. in Audit Exception No. 7 ,  
that construction work was performed on 'the Tallahasnee office, 
which 15 not owned hy the utility. The report 818oeuggeeted that 
these non-recurring improvements be amortized over the six-year 
life of the leaee. 

The utility's reeponse to the audit report states that the 
leasehold improvements are a proper component of utility plant. 
according to the USOA - Accounting Instruction No. 18. Further. 
the service life of the leasehold improvements does not depend on 
the lite of the lease and, therefore, the improvements ehould be 
treated a8 depreciable plant, as done by the Utility. 9t. George 
agreed that the cost of the improvements should be adjusted to 
reflect only the portion allocated to utility URB. 

. .  

In its brief. the utility stated that the Cost of the 
leasehold improvemente to thb'building ahould be reduced.by fifty 
oercent to reflect non-utility use. This would result in a 
&&eaae of $647 to leasehold ihprovements 

eased upon our review of the accounting inetructions and the 
utility's response to the staff audit. w e  believe that the 
utility's capitalization of the improvements was proper. Neither 
OPc nor the District presented any testimony or arguments in their 
briefs on this issue. Therefore. w e  have reduced capitalized 
leasehold improvements by fifty percent, or $647,  to reflect non- 
utility use. We have made no adjustment to accumulated 
depreciarion or depresiaZim expense dUE to the negiigibie amount. 

Utility witness Chase testified that, through its lease with 
the utility, Almada Bay Company IRSCJ provides office space and 
equipment, with the exception of telephones, to St. George. m. 
Chase a180 explained that the utility employees used Mr. B r m ' a  
law office line when the utility's lines were not available. 

Mr. Brown stated that the arrangement for the office space and 
furniture is more than fair. He stated that the furniture referred 
to by Ms. Dismukes is either located on St. George Island or in 
storage. Mr. Brown teetified that the utility's lease of real and 
pereonal property and operating agreement shows that none of this 
furniture is in the Tallahassee office. 

Mr. Seidman also diaagreed with Ms. Dismukes' adjuetment. He 
stated that the leasehold equipment in this account was already 
allocated fifty percent. He alsc stated that the computer and 
Doftware were indisputably necessary for utility operations. As 
such, he believes that only the copier should be allocated to the 
utility's aifiliates. Mr. seidman argued that an adjustment of 
$ 5 6 2 ,  or 6 . 8  percent of the adjusted average balance of $8 .205 .  is 
an appropriate..allocation. 

We agree "bith Mr. Seidman regarding the leasehold equipnent 
and the computer and software. Accordingly, w e  have made no 
adjustment for these items. As for the copler, OPC recamends a 
ten percent allocation and St.' George recomnende a 6 . 8  percent 
allocation. Although they are close. neither percentage is baaed 
on objective data. Accordingly. we shall accept the utility's 
method, which reeulte in a decrease of $ 5 6 2  to Account NO. 340 .5 ,  
Office Furniture and Equipment. 

m e n u  to Plant- 

In December 1991. the utility received a contribution of 
544,440 from Cnvington PI-3perties. It *as not recorded on the 
booka until May, 1993, and is. therefore, not reflected in the 



ORDBR NO. PSC-94-1383-POP-WU 
DOCKKT NO. 940109-WU 
PACK 29 

ORDBR NO. PSC-94-1383-FOP-WU 
DOCKET NO. 940109-WU 
PAGE 30 

book. for the test year. OPC argues that this amount ehould be 
reflected in rate base. MI-. Seidman agrees thac this is a proper 
adjustment and should be reflected for the full twelve montha of 

OPC also urges that an adjustment should be made to recognize 
a contribution made by the st. George Homeownere qsoclation in 
1991 to sectle two lavsults between the Homeownere ar1 Gene Brown. 
The settlement stated: 

the test year. He have, th-relore, reduced rate base by $44,440. 

The Association w i l l  pay Brown and ACfiliates the s m o f  
$loo,Oo0 ae...follows: (a) $35,000 w i l l  be paid to 
Stanley Bruce Powell for his l ega l  fee in repreeenting 
Brown and Affiliates in the above referenced litigation; 
and Lb) $ 6 5 , 0 0 0  will be advanced to the St. George Island 
Utility Company, Ltd. to be used strictly f o r  capieal 
improvements to enhance and increase the rlow and 
pressure of the St. George Island water system, including 
the installatior? of a new altitude valve and high speed 
turbine pump pursuant to the recomneudations of 
Baskerville-Donovan, the utility's engineere. 

ME. Dismukes testified that the $65,000 should be treated 
e i t h e r  as cost Cree capital and included in the capital structure 
a t  zero Cost, or ae a contribution. Staff vitneee Garrney agreed 
with MS. O i s m k e s  that the $65,000 is CIAC and ehould'have been 
recorded as such. 

The utility disagrees with treating the $65,000 as CIAC. It 
argues that, under the settlement, the $65,000 was intended a s  an 
advance. Mr. Seidman contends that the incent was for Brown and 
AfIi1iate4 to aOvance and n o r  donace the funds to the utility, So 
chat it could m e  fornard with its capital improvemeots. 

Mr.  Brom testifled that when the money was received by Brown 
and Affiliates, it wan loaned or 'advanced to tbeSt. George Island 
Utility CO: as specified in the agreement. He Curther argued that 
IC would be unreasonable and punitive to arbitrarily treat thie 
$ 6 5 , 0 0 0  as a contribution without any demonetration that that was 
the intent of the parties. 

Mr. Seidman noted that, under the agreement, no more than 
$ 5 , 0 0 0  would have been availpble during the teet year, because only 
$40,000 was to be received by the end or 1992, and $35,000 was 
cmicced to paying che attorney. He argued tbac the ueility did 
not receive the full $ 6 5 , 0 0 0  until septernbsr 1. 1993. However. M r .  
Seldman acknowledged that he never consulted M r .  Brown to find out 
when he re:eivedtha mozey, bbt derived chis info-tlon from the 

settlement agreement. Ite also teetil that B letter Erom John 
Cullen indicates that. on or before January 25, 1993. MI. Brawn had 
asaigned the right to receive payments to eomeone elae. He also 
agreed that if the utility received the monies during the test 
year, the entire $65,000 should be treated as an advance. 

since the utility vas not a parry to the lawsuit, we do not 
believe that it would be appropriate to treat the funds as CIhC. 
Mr. Seidmain testified that the intent Of the agreement was tor 
Brown and Affiliates to advance the funds to the utility. AB the 
utility Eailed to demnstrate that the $65.000 was not received 
during the test year, we find it appropriate to treat the $65,000 
as advances in the utility's rate base. 

In addition to these two adjuetmente, Ms. Gaffney suggested 
that CIAC should be increased by $45,600 to impute CIAC OR 30 lots 
not recorded at the required charge. Her analysis of CIAC revealed 
that the Utility had thirty more connections listed ar $500 than in 
the prior audit. According to Ms- Gatfney, these connections were 
not recorded until October, 1991. By Order No. 21122, issued April 
2 4 .  1989, we increaeed the utility's service availability charge by 

In its reaponee to the audit. the utility states. that. even, 
though the Lees were recorded on the books in 1991,. the customers 
actually connected prior to 1987. The utility argues that ite CIRC 
records are accurate and that there is. therefore. no basis COT 
imputing further munte. The utility included an exhibit in which 

The record supports the utility's argument that it propexly. 
recorded the correct amount of CIRC on the thirty lots in queetion. 
Accordingly. we have made no further adjuetmenta.. 

.. . . $2.020 per connection. . . .  . 
. .  

it identified thirty lots that were not found in the prior audit. 

Ms. Dismukes, cestilied that. to he consistent with her 
recornended adjuetment to increase revenues and expenees to a 1993 
level, rate base Should a180 be adjusted to an average 1993 level. 
MS. Dismukea made her adjuecments by taking the difference between 
the 1992 adjueted utility balancee in the MPRB and the balancee 
from the 1993 general ledger. 

Ms. Dismukee teetified chat her proposed negative adjustment 
of $190,062 to rate base is primarily based on a Bubscantial 
increase to CIhC. She adjusted the following items: 
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Plant in service $ 104,553 
Land $ 11,086 
Accumulated Depreciation $ (69,870) 
CIAC $ (267.148) 
Accum. Amortization of CIAC $ 20.542 
Advances for Construction - . Total 5 1190.062L 

Ms. Dismukes also pointed out that, even with 1993 additions 
to plant in service. CIAC still increased substantially. We note 
'that Ms. Dismukes' adjustment reflects a fllll year for 1992 
additions. The utility's rate baee for this case was a beginning 
and e?? of year average. allowing only a half year for additions. 

OPC further argues that, even if we do not adopt MS. Dismukes' 
adjustment. we still need to make two adjwtments. Pirst, OPC 
argues that we should remove (L $10.875 investment in sheet metal. 
The utility agreed in an interrogatory response that this cost 
should not be included in rate base. It also contends that 
depreciation must be adjusted to reflect Class B rates. 

Mr. Seidman testified that Ms. Dismukes' adjwtrnente introduce 
substantial revenues with no regard for growth in plant or 
expenses. He also stated that Ms. Dismukes' recornended level of 
expense is below the actual level of expenses incurred in 1992. 
Mr. Seidman further argued that the utility's ability to provide 
quality service may be jeopardized if her adjustments are accepted. 

We agree with OPC that rate baee should be adjusted to reflect 
1993 levels. This is coneistent with our decision, discussed more 
fully below, to match 1993 revenues with 1993 and 1994 pro forma 
expenses. We have added $10.875 to accoullt for the investment In 
sheet metal. We have also adjusted accumulated depreciation to 
reflect the use of class B depreciation rates. Accordingly. we 
find that the following adjustments are appropriate: 

Plant in Service $ 115.428 
Land $ 11,086 

CIAC $1267.1481 
Accum. Amortization of CIAC $ 28.542 

Accurrmlated Depreciation $ (59.5431 

Advances for Construction L-2LLzZ 
Total 51168.8601 
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q- 
Using a beginning and ending year average and the adjustments 

discuseed above, we find that the appropriate rate base. for 
purposes of this proceeding. is 5247.876.- - 

Our calculation of the appropriate cost of capital is depicted 
on Schedule NO. 2-A. Our adjustments are depicted on Schedule 2.8.  
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 investment in the 
utility. This substantial amount of.negative equity is offset by 
long-term and short-term notes from both related and unrelated 
entitiee, and a small amount of customer deposits. + a result, 
the capital structure is made up of long-term debt. short-tern 
debt. and Customer deposits. 

MS. Dismukes recmended that a note between the utility and 
Alice Melton, Mr. Brown's late mother. be removed from the capital 
Structure. This indebtedness arose out of a suit against Leisure, 
the utility's general partner. and ita affiliates, including the 
utility. by Pruitt. Numphress. Powers 6 Monroe Advertising Agency, 
for monies owed ror advertising services. This lawsuit resulted in 
a judgement which vas subsequently purchased by Ms. Meltan. MS. 
Dismukes argues that the note ehould be removed from the utility's 
capital structure. 

According to Mr. Brown, the utility was assigned this 
indebtedness incexchange for Leisure reducing the amount of debt 
the utility owi.3. The interest rate on the debt owed by the 
utility to Leisure is six percent. The interest rate on the Melton 
note i s  twelve percent. Ms. Dismdkes. therefore, recornends that 
If we do not adopt her primary reconmendation to remove the note. 
we should reduce the interest rate on the note to six percent. 

Although the circumstances that gave rise to the Melton note 
appear to be unrelated to utility operations. the utility inslets 
that the debt exchange occurred. Therefore. we are reluctant to 
remove this note from the capital stmucture. However, we alno 
agree with OPC that it would be unfair to require ratepayers to pay 
a higher overall cost of capital because the utility exchanged 
lower cost debt for higher cost debt owed by one of its affiliates. 
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Rccordingly, we shall include the MeltOD note, but at Six percent 
rather than twelve percent. 

Me. Diemukes also recornends that we only include the short- 
tern debt that currently exists on the utility's books. At the 
hearing.. H r .  Brom agreed that tho utility has retired the notee to 
Fleet Financial  and Sailfieh Enterprises. After remrying these two 
notes, the embedded cost of short-tern deht drops tc,9.90 percent. 

Stipulacion 18 to be set in accordance with Rule 25-30.111, Florida 
Administrative Code. The rate is six percent. 

mile holding the customer deposit balance consta.lt. we have 
made a pro raca adjuecment Over the remaining sources of capital to 
reconcile the capital Structure with rate base. With the 
adjustments discussed above. the embedded costs of long- and short- 
tern debt are 7.29 percent and 9.90 percent. respectively. 
Customer deposits are included at six percent. Accordingly, we 
find that the weighted average cost of capital is 7.35 percent. 

Althouqh the utllitv does not have a positive equity balance, 

The cost rate f o r  Customer deposits was specified in 

a cost of coimnon equity &pital should he ekablished; The parties 
agreed in S t i p u l a t i o n  19 that the cost of c o m n  equity capital 
should be set using the leverage formula i n  effect at the time of 
our daciaian on this matter. The atipulation aleo.apeciries that 
a range oC plus o r  minus 100 basie points be established. Based on 
the minimum equity ratio recognized in the leverage formula 
approvsd in Order No. PSC-94-1051-POF-WS..ie~~ed August 29, 1994, 
the cost of comwn equity capital is 11.34 percent with a range of 
plus or minus 100 baaie points. - . .  . 

Our celculation of n e t  operating incoma ie depicted on 
Schedule No. 3-A. Our adjustments are itemized on schedules Nos. 
1-8 and 3-C. Tnme adiustlhente which are self-emlanatorv or which ~ ~ ~ = ~~~~ ~ . ~ l  ~. 
ire essentially me&*anical ~ in nature are retlected an those 
nchedules without furchex discussion in the body of this Order. 

This issue arose because or a relatively large increase in 
operation and mintenance (OWN) expenses frOmDockeC No. 930770-w, 
which was dismissed due to procedural errors, and this case. Both 
were based upon the same test year. According to Me. Dismukee' 
coraparison or the two cases, while the utility's rate base 
dmcreaeed by $ii,u47 ana its revenues atayed the some, its OhM 

expenses increased by $207,125. i .  Dismukes at 
the increase in O W  expenses to pro forma expenst 

ibuted most of 

The utility argues that, since we dismissed its application i n  
DockeC No. 930770-WU. the expensea requeeted thereln were never 
determilled to be appropriate. Mr. Seidman testified that the 
decreases in rate base were primarily related to a decision not to 
capitalize test year labor, a correction to a plant account, and 
the removal of deterred debita for rate base. He further explained 
that the increase i n  O w  expenses was due to Mr. Brown's ability to 
more fully evaluate and consider the Ongoing expenses. Mr. Seidman 
admitted, however, that the difference hetween the two filings is 
due largely to the increase in pro forma adjustments. 

Upon consideration. the record does not support an adjustment 
based only on the contrast between theadjustments in thia case and 
the prior case. 

Ma. Diamukes also compared the utility's expenses to those of 
Other Clam B utilitiee in the state. The f i r s t  comparison 
contrasted Sc. George with Jasmine Lakes Utilities Corporation and 
Mad Hatter Utility. Inc. The reasons €OK comparing these utilities 
were that each had recently had li rate caoe be€ore this Commission 
and, according to Me. Dismukea, these utilities are similar in size 
to St. George. Her analysis revealed that, even though St. George 
is the smalleec ot the three companies. ite level of expenses is 
considerably higher. Her calculations discloaed that we a l l o w e d  
Jasmine Lakes and Mad Hatter to recover total OhM expenses of $209 
per equivalent residencial connection IERCN) and $162 per ERC. 
rsepectivaly. as canpared to St. George's request for $547 per BRC. 

Ma. Dismukes. then compared the utility's O W  expenses with all 
ocher Class B utilities reyulatedby this Comission. Her review 
demonstrated that Se. George ranked eignirlcancly higher than most 
claes B utilities in total O W  expenses per customer. st. George's 
requested O W  expenses equate to $541 per customer, compared to a 
$183 per customer average. Witness Diemuken contends that while 
there are difcerences between utilities, the magnitude ot the 
disparity should alarm this Comission. 

Mr. Seidman testified fhac using raw data provldee no 
information upon which to make a valid comparison of the costs to 
operate various, systems. Further, it provides no infornation 
regarding salary levele, Job descriptions. or the similarities or  
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dissimilarities of any other factors regarding other Class B 
utilities. 

Ms. Dismukes admitted that other factors such as the size of 
the distrihution and transmission syetem, the configuration of the 
territory. the number of gallons pumped and treated, the physical 
locatipn, the distance of the source from the water to the 
customers, and the degree of compliance with DEP regulations might 
be relevant considerations in determining a utility's operating 
costs.:. However, witness Dismukes stated that none of her 
adjusthenta were based solely on her comparisons. 

U"," consideration, its does not appear that the uwe o €  raw 
data to make adjustments to OhM expenses, without caneideration of 
all factors which may differentiate this utility, is appropriate. 
Accordingly. we decline to make any adjustments baeed upon this 
comparison. 

HaLCbho Qf Be"- 
According to Mr. Seidman. the utility chose to use a historic 

test year. with pro f o m  adjustments that it believes are 
necessary to serve the existing cuetomere. Nr.  Seidman explained 
that the pro forma expenses were not included in test year expenses 
because the utility ha0 been operating at a loss and could not 
afford such expenditures without corresponding revenues. 

Mr. Seidman acknowledged that, even though the utility wae 
given revenues in the last rate ease to cover certain expenses. it 
did not always uee the revenue0 for the intended purpose. nr: 
seidman explained that what was important was not whether the money 
was Bpent on a particular item but that the utility had an 
operating loss since 1987. 

~ s .  Dismukes testified that the utility used a 1992 test year 
when a 1993 test year might have been more appropriate. The 

filing included pro'fom adjustments for expensee that 
were not incurred i n  1992 01 to date. she explained that these 
expenses were anticipated to be incurred in 1993 or 1994. M s .  
Dismukes believed that the 1992 test year should be updated to 
reflect 1993 revenues. expenees and rate base. 

Ms. DismukeO' reaeon for making the above adjustments instead 
of completely revising the test year was two-fold. Pirst. her 
methodology avoided the confusion of determining which expenses in 
1993 were pro forma adjustments to 1992. Second, her approach 
avoided the problem of having an unaudited test year. 

Us. Dismukee argued that, unless we u s e  her recornended growth 
adjustments, any revenue increase  would be established based upon 
1992 revenues and investment and 1993 or 1994 expenses. ,In other 
words, a mismatch would result which might significantly overstate 
the company's revenue requirement. Me. Dismukes explained that the 
utility's revenues increased in 1993 by 3 3 5 , 0 3 4 .  She made four 
adjuatments to expenses to recognize the increase in custmers and 
ueage between 1992 and 1993. All the other expensea had been 
adjusted by the company by its pro forma adjustments to reflect a 
1993 or 1994 level of expenditures. 

H s .  Dismukes stated that according to the utility's response 
to an OPC interrogator,., the utility's customers increased by five 
percent between 1992 and 1993. Using the fivepercent growth rate 
and a three percent inflation rate. Ma. Dismukes increased 
chemicals, materials and supplies andmiacellaneous expenses. This 
resulted in increases of $271, $1.246 and $940. respectively. She 
increaeed.purchased power by only €ive percent, 01 $ 9 0 8 ,  because 
electric rates are largely fixed. In total Ms. Dismukee increased 
 expense^ by $3,365. Ma. Dismukes also adjusted depreciation 
expenee to reflect average 1993 investment and Class B depreciation 
rates. for a reduction of $9.801. 

Mr. Brown disagreed that revenues should he adjusted to 
reflect 1993 levels. He stated that the pro forma adjustments had 
nothing to do with growth 01 increased demands on the system. Nr. 
B ~ W I  further stated that the pro forma adjustments are simply 
known and measurable changes which reflect expenses that should 
have been incurred in 1992. 

Mr. Seidman argued that no growth adj,,stments were needed 
because the utility filed a historic test year with pro forma 
adjustments. UT. Seidman explained that it was not the utility's 
intent to bring its expensee up to 1993 or 1994 levels. With the 
exception of a 'oat of living adjustment to s a l a r i e s ,  the utility 
requested the pro forma adjustments to bring 1992 expenses up to 
the level neceeflary to serve the 1992 customers properly: 

Mr. Seidman stated that the ability to reviee a test year 
after the rate application might result in a dismissal, because 
introducinq material not subiect to audit or discovenr m v  be 
ConstNed is prejudicial to the parties. He further &ted 'that 
Ms. Dismukee' growth adjustments add substantial revenues and 
inconeequential adjustments to expenr-s on top of an average teat 
year, with no consideration to the aA1ition.d plant necessary to 
serve the additional Customers. 
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The utility in this case has relied.on a hirrtorical year With 
numeroue pro forma adjuatmenta. I€ the adjustments to the test 
year were few and resulted from changes in treatment or 
regulations. we would be more willing to accept the test year as a 
whole. A 1993 test year would have been nwre reasonable given the 
date the.rate case was Tiled. AB such, w e  agree with Ms. Diemukes 
that a mi9mtCh would occur if all other components- such a6 
investment, revenues and expenses are not updated. ," 

He have already approved a growth-adjustment of. $115,428 for 
1993 plant. Using an composite rate of 2.8.6 percent, this 
increaaea depreciation expense by $3.301. Ms. Dismukes' 
recornended adjustment to.change the depreciatian.rates to ClasB B 
rates "3s stipulated by the parties. We have adjusted*. Diemukeo 
refmended growtn adjustments for material and euppliea and 
miscellaneous expensee to reflect other adjuscmenta made. We have 
also reduced mterials and euppliea by $4.851 for Audit Exception 
No, 22. We also  find that the revised growth adjustment should be 
f050. instead. of $1.246. Finally, we have adjusted the 
ml#cellaneoue expenee balance from $24.422 to $15.826. The growth 
adjuetmant le. $1,266. 

Based upon the record and our discussion above. 'we find that 
the 1992 rest yeax should be updated to include growth adjusmente 
o t  $ 3 5 . 0 9 4  to revenues- 53 .303  to O b M  m e a s e n  and 53.301 to . .  . . .  
depreciation expxse. 

Mr. Brown, the manager and effective owner o r  S t .  George, is 
aesociaced with eight other atCiliatea. These affiliates Operate 
out o t  the same. o€ficee. aa Che utility- Only two-of tha affiliates 
have significant operations: ABC and m. B r o m ( 8  law practica. 

Me. Diemukes stated that, although the utility assigned a few 
coats co nan-utllity entities, additional allocation8 are needed to 
accounc tor services performed by utility personnel f o r  affiliates. 
Hs. Dismukes allocated $3,320 in salaries and related payroll taxes 
for Che.utility's bookkeeper and ofrice start, a reduction of 
$3,546.  P o r  health benefits. Ms. Dismukes allocated ten percent 
for che bookkeeper and tvency-fiGe percent for Me. Chase, resulting 
In a reduction o t  $1,260. mrther, Ms. Dismukea allocated ten 
percent of the miscellaneoue and storage space expenae, or  $2.165 
and $117, respectively. Finally, she allocated forty percent of, 
the Tallahaseee office rent expense, a reduction or $3.600. 
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Mr. seidman agreed to the adjustment for M s .  Chase's health 
benefits. He disagreed, however. with the allocation for the 
salaries of the- bookkeeper and staft asaistant. The bookkeeper and 
the staff assistant indicated that answering the non-utility phone 
were done as a courtesy and noe as part of their job. In addition, 
MS. Chase testitied that these calla are usually utility related. 
Mr. Seidman stated that any errands run for affiliates were 
performed in conjunction with errands planned for utility purposes. 

Byorder NO. PSC-93-0295-fOP-WS, issued February 2 4 .  1993, the 
Commission found it appropriate to allocate a portion of salaries 
Lor Mad Hatter Utility. Inc., tb an affiliate because the utility 
had not kept time recorda. Mr. Seidman did not take exception with 
that decision. However, he arg'ued that, in this case. utility 
employees do not perform sutficient duties for affiliates to 
justify any allocation. much lese amallocation of ten percent. 

Ms. Chase testified that St. George, is. probably Mr. Brown's 
largest! client in his larpraceice. Accordingly, she agreed that 
a portion of the telephana bill should b e  allocared to his law 
 practice.^ 

M r .  Brown testified that aftiliates do not use any utility 
assets o r  personnel except as set  forth in an operating lease 
agreement. The agreement requires that Sc. George provide RBC and 
its affiliates we of its L a x  and copy machinee- In addition, the 
agreement states that utility employees shall answer affiliates' 
telephone c a l l s  when needed. Any other incidental eervicee 
provided t o  ABC and other affiliates are covered by the 
coneiderationrr provided under ,the lease. 

Mr. B r O m ' s  law orrice is-located upstairs frm the utility 
office. Although M s .  Chase occupies a portion of the upstairs 
space. Ms. Dismukee believes that there is sufficiene room for MB. 
Chase downstairs. Ms. Dismukes also teetified that m. ~rownls 
office includes a fireplace and dormer windows, which should ca l l  
for a higher rental fee. 

The utility's share of the Tallahassee office rent is $750 of 
a total or $900 per month, which impliee that eeventeen percent is 
being charged to the affiliatee. MS. Diemukes believes that forty 
percent OC the utility's $750 mnchly rental expense should be 
allocated to aLfiliatea. MS. Dismukea testified that the utility 
would have four desks available far utility employees in an area of 
7 5 0  square feet. In addition to the desks. there is a copier, 
filing cabinets, and a faxmachine. Ma. Chase testitied that there 
is only enough space downstairs for three utility employees and a 
consultant, who w o r k s  part time. In addition. she Stated that 
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there is only one telephone line to handle utility businees and 
that the law office line i e .a l so  used for utility business. 

Ms. Dismukes admitted that the utility paid for maintenance of 
, the building but the expense wa8 not in horallocation. She a l s o  

stated that she did not perform an analysis of, the market rate for 
officc. 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 month. She also stated that the lease- 
purchgs,e option would cost a n  extra $6 per month per square foot. 

plr. Seidman disagreed with allocating fifty percent of the 
total rental amount because that amount would include fifty percent 
of the estimated ad valorem taxee. 'one-twelfth of the Owners 
Association dues. plus applicable sales and use taxee. He etated 
that ~ u c h  an adjustment would allocate costs contemplated under a 
third party lease-purchase.agreement instead of the actual monthly 
rent expense of $ 1 5 0 .  Mr. Seidman testified that a comparable 
rental rate would be $10 to $12 per square foot and that,'ns. 
Dismukes' reconmended rental race of $7.20 per square toot was far 
below market rate. UT. Seidman also suggested that a rent expense 
of $7.20 .per square foot would encourage Armada Bay to look for 
another tenant.. plr. Seidman also argued that, despite the non- 
arms-length mature of the lease-purchaee agreement, the requested 
rental rate is reasonable. Ur. Seidman would apparently have us 
believe that A X  and the .utility operate independently in the 
marketplace for determining the appropriate level of rent expense. 

we fihd that an adjuetment is necessary to reflect the sharing 
of expenses between the utility and its affiliates. The Lltatements 
that these transactions m y  have been done on a courtesy basis iS 
not convincing. Even if the utility has an operating lease 
governing these acts. it is not appropriate for Utility employees 
to provide free services to its affiliates. Therefore, Bome 
allocation of c m n  costs is required so Chat the ratepayers do 
not pay for non-regulated services. 

upon consideration, we find that Me. Diemukes' ten percent 
allocation of salaries and wages. payroll taxem, bookkeeper's 
health benefits, adjusted miscellaneous expense, and storage space. 
is an appropriate allocation. The total reduction for these iteme 
is $5,780. We also find that a twenty-five percent allocation to 

$ 9 0 0 .  Finally, we find that forty percent of rent should he 
allocated to affiliates. for a reduction of $3.600. These 
allocations result in a total reduction of $10.280. 

.X. 

MS. Chase's health benefits,ie appropriate, for a reduction Of 

and W B W  

According to it8 MFRs, the utility requested the following 
salaries and wages expense: 

CEASE 
BILLS 
G W T I  
SBIVER 

PER 
Bpp6s 

5,511- 
19,800 
2 5 , 3 3 0  
lLLzp 
62.780 
18 week8 

- 
CDmmr I  
m u  
i%LQ!Lm 

24,000 
20,000 
32.500 
LL..iu! 

9 1992 

Additionally, the utility requested one part.time office stafferat 
$12,480, and a second field assistant at $16,640. 

Ma. Diimukes argued that, since the test year, the utility 
increased the salariee of Mr. Garrett by thirty-nine percent, plr. 
shiver by f ive  percent, Us. Hills by seven percent. and Me. Chase 
by fifty-one percent. levels which she believes are excessive. She 
testified that, in two recent water and wastewater cases, the 
Commission held pay increases to less than f i v e  percent. Us. 
Dismukes adjusted salaries to reflect increases of five percent. 

since the second field assistant only worked part-time during 
the first part of 1994, Ms. Dismukea adjuated his salary to a part- 
time level. Me. Dismukes agrees that a full-time person might be 
needed during sunmer months; however. she believes that he ia only 
needed on a part-time basis during the remainder of the year. 

nr. Seidmb agreed that pay increases should be limited to 
increases in the cost of living. However, he argued that plr. 
Garrett's and Ma. Chase's test year salaries are not comnensurate 
with their level of responeibilities, length ot service. or 
knowledge of the utility. 

According to MI. Brown, the pay raises were made to keep up 
wiih the cost of living and to maintain employee morale. He added 
that the raises had been promised for BOme time, and that they were 
necessary to keep experienced employees. Purther, he stated that 
the increases were actually modest, considering that these 
employees have not had a pay increase since they were hired. 

I? 



ORDBR NO. PSC-94-1383-POP-WU 
DOCKET NO. 9 1 0 1 0 9 - W  
PAGE 11 

M r .  Ga r re t t  t e s t i f i e d  t h a t  the  u t i l i t y  haa always needed a 
second f i e l d  aeSiBtMt .  He s t a t e d  that the re  are an increas ing  
rimer Of o ther  du t i e s  which demand h i s  a t t en t ion .  such  as DBP 
t e s t ing .  technical bookkeeping. t h e  croms connection c o n t m l  
program, t h e  system a u d i t ,  the  l e a k  de tec t ion  program, mater 
tes t ing , .  and updating system maps. He a l s o  S ta t ed  that  one 01 t h e  
f i e l d  a s s i s t a n t s  has e l e c t r i c a l  experience and the  o t h e r  has 
experience i n  carpentry,  which reduces t h e  c o ~ c s  of r e p a i r s  and 
nuin tsMnce  t o  the u t i l i t y .  

nr. C a n e f t  a n 0  argued that the second f i e l d  a s e i s t a n t  is 
needed on a f u l l - t i m e  basis because line flushing, which takee 
considerable t i m e .  i s  even more important i n  t h e  win ter  monthe, 
when t h e  eyetam is used leas. t o  cont ro l  t h e  hui1dup:of H,S. He 
also e ta red  that the u t i l i t y  emphasizes r e p a i r s  and mintenance ,  
meter t e s t ing .  and updating t h e  Eystem maps during t h a t  time. 

H e  agree t h a t  s a l a r y  increases  shou ld  be cannsnsurate with 
increases  i n  the  cos t  or l i v ing .  I t - appea r s ,  however, that 8- of 
t h e  test Year salaries were less than adequate. given the  howledge 
and raeponnibilieies of t h e  r e spec t ive  amployew: W e ,  thero tore ,  
f i nd  that t h e  requested salary increaaes  are reasonable. He a l s o  
f ind  that two full-time field ass i s t an t sa rens .ded  LO keep up with 
the  increas ing  work load. Accordingly, w e  havem.de no a d j u s h n t s  
t o  salaries and wages. - 

Hr. Brown t e s t i f i e d  tha t  the u t i l i t y  has snactsd a peMiOn and 
p r o f i t  shar ing  plan, effective January 1, 1994. The plan calls f o r  
cont r fbut ions  q u a l  t o  five percenc of a qua l i fy ing  employee'= 
.alary. IDS Financial  service will adminis te r ,  the  pension plan. 
The amount of t h e  pro  10- pension exp-e is $ 6 . 1 5 6 .  

Hs. Dismkas  recamendad aga ins t  allowing tha pension expense. 
She is concerned t h a t  Khe u t i l i t y  has no l e g a l  ob l iga t ion  t o  
cont r ibu te  t o  t h e p e n d o h p l a n  and t h a t ,  i f  the  m e i o n  wpenae is 
allowed, t h e  u t i l i t y  W i l l  not make the  appropr ia te  cont r ihu t lons .  

M r .  Seidmnn bel ieves  fhac the pension p lan  w i l l  allow st. 
George to r e t a i n  good e q l o y e e a r  H e  s t a t e d  that t h e  u t i l i t y  has 
i n s t i t u t e d  a q u a l i f i e d  pension plan and has made the i n i t i a l  
cont r ibu t ion  t o  i t .  

. He echo Ms. Dismukee' concern. As discuased more thoroughly 
e l a a h e r e  i n  this Order. expenses allowed in t h e  las t  rate case. 
such am insurance and ad valorem :axes, were not  always used f o r  
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t h e i r  intended purposes. AccordingZy. although we w i l l  allow the 
pro forma peneion expense of $6,156, St .  George s h a l l  s u M K  td 
S t a f f ,  within n ine ty  days. evidence that i t  has established an 
ex te rna l ly  managed pension plan. Further,  it s h a l l  be writ ten i n t o  
the  p lan  t h a t ,  should t h e . u t i l i t y  f a i l  t o  properly fund the plan, 
the  p e e i o n  mIMger shall inIoim t h i s  Co!mission. 

The u t i l i t y  also requested $25,200, which represents $300  per 
month f o r  seven employees, fo r  hea l th  benef i t s .  Ma. Dismukes 
a rgues  t h a t  t h e  u t i l i t y  doe8 nOC require any proot that the  
employee a c t u a l l y  used the $300 for heal th  insurance, She also 
argued t h a t  the  u t i l i t y  should onlyprovide  health benef i t s  t o  its 
four  f u l l - t i m e  aa l a r i cd  employees. Finally.  WS. Dismukes claimed 
tha t  M r .  Brown should no t  receive hea l th  benef i t s ,  s ince  he is an 
employee of ABC. not  the  u t i l i t y .  .Mr. S e i d m n  agreed w i t h  a l l  of 
M9. Dismukea' adjustments. 

Accordingly, w e  
have reduced the  u t i l i t y ' s  health bene f i t s  allowance by $1o,eOu. 

. .  

We a l s o  agree with Ma.. Dirrmukes' adjustments. 

... 
. ,. - 

OPC WitneesDiamukes nuintains t h a t  the u t i l i t y  Submitted only 
one bid t o  support i t s . r e q u e s t  OK $36.502 f o r  general l i a b i l i t y ,  
workmen's compenaation. an& propercy insurance- She recarmends 
t h a t  w e  disallow the e n t i r e  expense because t h e  U t i l i t y  has not 
m i n t a i n e d  t h i s  type of insurance i n  t h e  past. 

Mr. Bra- s t a t e d  that insurance is neceesary t o  protect the 
i n t e r e s t s  of the  u t i l i t y  and its cuetamera. He alao  a w t t e d  tha t  
t h e  u t i l i t y  has 'no t  been CoutinUoUQly covered f o r  general l i a b i l i t y  
o r  worknen's compensation insurance since the  last rate case. 

Although St. George provided in su f f i c i en t  evidence of 
coverage, we bel ieve  that i t  is of v i t a l  importance tha t  t h i s  
u t i l i t y  car ry  insurance coverage. I n  its poat-hearing f i l i n g s ,  st. 
George s t a t e d  t h a t  t o t a l  insurance Costs should he reducsd hy 
$23.799 to r e f l e c t  the  ac tua l  coats oL the ineurance policies. 
Accordingly, w e  f i n d  that the appropriate -unt of insurance 
expense is $12,703. However. S t .  George sha l l ,  w i t h i n  ninety days. 
suDmit to th in  Conmieeion copies 01 its insurance contracts and/or 
po l i c i e s .  an well as canceled checks. Moreover, the u t i l i t y e h a l l  
pay its insurance premiumrr i n  a timely manner. 

111 its MFR's,  t h e  u t i l l t y  requested annual transportation 
crparmea or $15.600.  This illcluded a13 allowance of 55,zoo for w r .  
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Garrett, $ 2 , 6 0 0  for Mr. Shiver, $ 2 , 6 0 0  for Hs. Chase, $1,300 for 
Hs. Hill, and $3,900 for m. Brown. w .  Garrett and Hr. shiver are 
full tine field employees assigned to St. George Island. Hs. 
Chase. Hs. Hill and Mr. Brown all work i n  the Tallahassee otfice. 

+la. Dismkes testified that the mileage estimates for the 
officqworkers appear high. She recomnended that Ye disallow the 
expense for Ms. Chabe and ws. Hill because they, did not maintain 
records of their rravel. She also argued that I e should disallow 
the epense'for 'w. .Brown because he is employed by ABC, not the 
utility. Wr. Brown admitted chat neither he nor his employees were 
reqviFd to document their travel. However, he argued Chat, i n  his 

. 

opimi?, the travel allowances are reasonable. . .  

m e  utility does not own any vehicles. According to Mr. 
Garrett. * [Mr. Broml promised that if I would go and buy a new 4 -  
wheel drive truck in my name. that he would pay me an adequate 
tranlrportation allowance of $200 per week. to cover the wear and 
t a r  on 'the truck. insurance, maintenance and ocher BxpenmeE of 
using 'my new zruck on water canpkny business'. 

Hr. .Brown t-tified that l4.r. Garrett's truck is ueed as a 
ucility-vehicle e n d  that, when%. Garrett is not using it, other 
employees dgbK. Hovever, .he agreed that. if Iv. Garrett were to 
leave :his employ, she utility would have no interest in his truck. 

%r. .Sieidman argued that, if the utility owned its o m  
uahicles. .the cost to the ccrmpany would be about $18.100. or about 
S2.50Qmore than the m u n t  requested'. Mr. seidmanls cmparieon 
appears reasonable. except for the -insurance expense, which 'Mr. 
Seidman estimated at $1,600 per year per vehicle. 

Hr. Garrett also testified that conditions on St. George 
Inland warrant a larger transportation alloua9ce than the standard 
IRS or state allowance because of m l t  air, sand and ocher adverse 
conditions. blr .  Garrert suggested an allovance oL $0 .40  per nile. 
MI. Garrett kept track of hib'mileage for one m t h  prim to the 
hearing. P r m  these records, it appears that Hr. Qarrett drove 

.. 

2.381 ;nile= m e r  thirty daye. At-$0.40 per mile. his travel 
allowance for that month would be $952. The utility requested an 
alloraoce of approximarely $400 per month. 

OPC rec-nde that ue only allow half the requested travel 
Allowance for field employees. According Co OPC, .the Coomiasion 
should not reward the Company for poor management practicea by 
allowing a crave1 allowance tor undocumented and uneubstanciaced 
milcage.. Although OPC'B argument has merit, w e  do not believe 

that it would be fair to penalize field~employees for 1Mnnqement's 
decision not t o  require recorda. -. -- 

Upon consideration of nr. Garrett's testimony regarding che 
conditions on st. George Island and his one-month travel records, 
it appears Chat the requested transportation allowance Lor field 
employees is reasonable. However, these employees shall mainrain 
travel records prospecrively so that ue m y  adequately consider the 
level -of euch expenses in future proceedings. 

As 'for the requested allowances for administrative staff, the 
utility did not provide m y  evidence to support the requested 
munts. 
utility. Xis travel costs shwld be borne by ABC, no! the utility. 
we have. accordingly, reduccd transportation expenses by $7,800. 

- 

In addition, Hr. Brown is an employee Of ABC, not the ' < 
Hs. Dimmkes  reccmaends reducing the utility's test year 

expenses by ' $2 .665 incurred To =pair the old generator. she 
argues that, since the utility included the cost of a new generator 
in race base, generator repairs should not be a recurring item. 

Mr. Seidman stated that the expense -was a normal repair, the 
trpe 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 etruck by lightning and that the repair had 
nothing to do with its replacement. NT. Brown testified that such 
Costs were normal maintenance i t a ,  and that the utility will 
continue .to incur maintenance expenses of t h i s  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. Only one is in rate base. 

Upon consideration of the utility's testimony that maintenance 
can be expected on an ongoing basis. we find it appropriate LO 
allow the provision for ' $2 .665 Zor generator maintenance: - 

I n  its MpRe. the utility reported no bad debt expense: 
however, it requested a pro torma mount 01 $6.276. MS. Dismukas 
testified that the utility's support for the requested -unt whs 
confueing. Ma. Diemukes argued that neither Mr. Brown nor his 
staff could explain the documentation used co support the pro fo- 
adjuament. She stated that the 1992 bad debt adjustment appears 
to be cumulative and not the test year a ~ u n c .  Accozdingly. MS. 
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Dismukee recornended thac %e allow $1,569 in bad debt,expe!lYe. an 
-unt comparable to that experienced by other Class B utilities. 

Mr. Brown testified that. due to the transient state of many 
of the utility's customers, loseee from uncollectibles is one of 
the util.ity's main problems. Mr. Brown admitted that he did not 
understand the bad debt expanee exhibit. However,, he explained 
that no rule exists to guide management in deterrnin,ng the amount 
of bad debt expense that ia reaeonable. He also stated that, since 
the utility had not adequately supported the bad debt expense 
requested, he Could accept MS. Dismukes recornended amount. 

Although the utility did not adequately Bupport the requested 
bad debt expense, the reccrd ie c lear  that some 1evel:of bad debt 
sxpensa is necessary. we. therefore, accept Hs. Dismukes' 
recamended amount. which results in a reduction of $4.707 to the 
requested amount. - 

In its MFR's. the utility requested an allowance of $12,719 
for payroll taxes and $7.204 f o r  real estate taxes. The Staff 
audit report diaclosed an error in the requested amounts, and 
suggeeted bdjustmente to reduce payroll taxes and property taxes by 
$2.880 and $221, reapectively. The utility agrees with these 
adjustments. Accordingly, we find it appropriate to reduce payroll 
taxes by $2.880 and property taxes. by $221. 

In addition, as discussed above, we have reduced salaries by 
$3,114. We have. therefore, Dude a corresponding reduction of $332 
to payroll. taxes. 

'- 

Ms. Diamukes argued that $1,200 i n  cellular telephone charges 
for Mr. Brown should be removed because ha is an employee of ABC, 
not the utilicy. She a l m  stated that there is no support for the 
utility's claim that Mr. Brown U B ~ S  the cellular telephone fifty 
percent for ucility purpoeea and filty percent for  other 
activitiee. 

Hs. Dlsmukee a130 recommended that w e  eliminate the expense of 
corporate filing feee associated with Leisure. She argued that 
Leisure does not provide any benefit to the utility or its 
ratepayers. In fact, OPC suggested that the eole benefit of the' 
utility's organizational BtNCtUre is to insulace Mr. Brown from 
creditors.' Sha further rrcmnded removing $3 ,544  of nonutility, 

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

According to. Mr. Brown. one-halt of his cellular telephone 
charges is a necessary and reasonable expenae. He cited several 
instances in which he was only able to he reached via the cellular 
telephone and argued that the cellular telephone helped prevent a l y  
interruption in service. As for the filing fees connected with 
Leisure. Mr. Brom stated that Leisure remains in existence solely 
to ~ e - e  ae general partner of the Utility. He Lurcher arguee that 
this corporate Structure saves the ratepayers on taxes. 

we find that Mr. Brown's cellular telephone charges should be 
paid by ABC. Mr. Brown is employed by ABC and'ABC drawa a 
management fee f r o m  the utility. He also Eind it appropriate to 
remove the corporate filing fees. The utility's argument regarding 
the tax saving6 is not convincing, as other types of entities, such 
as S corporations. avoid taxes in a similar manner. A11 parties 
agreed to the removal or' the $3,544: im sundry expenses. we also 
agree that $1.511 in telephone chargeaaasociated with Mr. Brown's 
law office, shouldbe removed, as these are either nonrecurring o r  
nonutility charges. These adjustments correspond to a $6.831 
reduction to miscellaneous expenses. 

ed far Water 

In the utility's last rate proceeding, it reported unaccounted 
€or water of thirty-five percent. Unaccounted for water is treated 
water which is placed in the distribution system but does not show 
up as product Bold or  used for erne valid. documented purpose. The 
utility offered a number of reasons for the high level. such as 
theft, unreported use by the fire department. customers flushing 
their o m  lines, and leake. The utility was ultimately allowed 
fifteen percent unaccounted for water. 

In this case. the utility reported test year unaccounted for 
water of 15.27 percent. According to the utility, during the test 

program. It argueo that a subetancial a u n t  oc the.unaccounted 
for water WBB due to loaees through large turbine metera, and that 
some of the water was metered twice due t0.a failed check value. 
The utility also claims that some of the water waa used by the fire 
department either for  practice or for actual fires. 

year it Was in the procees of implementing its leak detection 

Utility witness Baltzley, Or the PRWA, testified that FRWA 
performed a water audit in August, 1993, and recornended that the 
utility: repair or replace the check valve on the high aervice 
pumps; develop a more defined plan to account lor use by the tire 
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department; look for and mecute water thieves; meter 
connections on the water system even if the system does not ch; 
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 amounced to only two percent, we should make an 
adjustment to the utility's power and chemical expenses. It does 
not appear, however, that FRWA'S .lost water. is the same as 
unaccounted for water. FRWA's methodology varies from the 
rnethcdology used to prepare the H F R s .  For inetance, FRWA adjusts 
for meter inaccuracies, both on BoUrCe meters and dbtribution 
meters: It also adjusts total gallons pumped. In fact, using 
FRWA's numbers and our  methodology, the level of unaccounted for 
water from July 1, 1992, through July 31, 1993, was 18.6 perqent. 

OPC also reconmends that we adjust chemical and purchased 
power expenses for water lost due to tank overflows. The utility 
did not address this matter on the record, Other than including it 
in the M F R e .  It appears that the mount. 435,000 gallons. is 
correctly identified under .Other Uses". Accordingly. we do not 
believe that it is appropriate to make this adjustment. Even if 
this water is coneidered as unaccounted for water. it would only 
increase the total from 15.27 to 15.8 percent. 

Upon Consideration. we find that the level of unaccounted for 
water for the test year was 15.27 percent. We also find that the 
utility has made positive strides toward reducing unaccounted for 
water to a reasonnblo l eve l ,  though there is room for improvement. 
Accordingly. we have made no adjustments for unaccounted for water. 

Iti its MFRS the utility requested a management fee of $ 4 8 , 0 0 0 .  
At the hearing, Mr. Brown revised the request to $42,000. Ms. 
Dismukes stated that W e  should adjust the fee because: Mr. Brown 
did not start keeping time records until 1994; he did not bill the 
utility for me's management 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 from poor management should be absorbed by the 
shareholders, not the ratepayers. 

It appears that Mr. Brown's past actions have contributed to 
the financial problems of the utility. For instance, there were a 
number of instances in which Mr. Brown used utility property as 
collateral to secure loans for non-utility purposes. Mr. Brow, 

agreed that a portion of a $l.600.00D loan from 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 debt that 
Leisure and I had at Peoples First, and they agreed that 
i E  r e  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 01 fifth mortgage. I believe. 

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

Because at the time A m d s  Bay was managing Covington, 
and we 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 a6 far am why the 
utility company should do it, the utility company did it 
because it owed considerable money to Leisure on a first 
mortgage, as w e l l  as several hundred thousand dollars of 
advances since the mortgage, none of which had been paid, 
and Leisure asked for its aesistance in retarn for 
Leisure not taking any action against the utility company 
on those valid utility company debts. 

M r .  Brown tried to justify mortgaging the utility by stating 
that 'if Leisure loses the ability to operate financially and goes 
into bankruptcy or somebody takes over. then they could go against 
the utility company, and probably would." However, he w a s  never 
able to demonstrpte a direct correiation between the utility and 
the debt owed by ,ovington to Peoples First Bank Consequently, we 
believe that Mr: Brown placed the utility in needlees financial 
jeopardy when he used it as collateral for non-utility debt. 

Mr. Brom testified that the utility had no t  paid ad valorem 
taxes since 1989. He ale0 admitted that the utility has not been 
continuously covered for general liability or workers compensation 
insurance, even though the Cmission provided an allowance for 
these i t e m  in the last rate case. The utility also received an 
allowance for a management fee Of $29.765. llowever, the utility 
hae been paying Mr. Brown. through ABC, a management fee of 
$48,000. In other words, Mr. Brown chase to pay himself in lieu of 
taxes and insurance. We note that Order NO. 21122, also required 

, 
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SGI to mintain or acquire the services of 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 60-day period, we 
Intend to initiate an investigation to remove the costs 
01 ,the manager's salary from rates. 

M I .  B r o m  argued that he complied with Order No. 2 :  122 because'he 
hired several managers but that, for various reasolis none o(: them 
worked out .  ~e also discussed a proposal with Ben Johneon and 
A S ~ O C I ~ C ~ S  .to cake over managemem or the utility company.' 
Nevertheless, Mr. Brovn rejected che propoeal and, through RBC. 
took over all of the management responsibilities. 

Mr. Brow admitted that ABC'8 sole purpoae i8 td manage the 
utility. He also acknowledged that he is the ultimate decision 
maker for all of his entities irrespective of which one is being 
dealc viCh at Che time. He Curther stated that it has been that 
way since 1981 when the other general partner lett Leisure. 

~ ~~~~~ 

. ... .... ~ 
Mr.'Brom teskitied that Well No. 3 was 

originally intend;d to provide 2 5 0  gpm, but that he and Mr. Garrett 
determined it would be more prudent to CDnstmCt a 5 0 0  gpm.we11. 
According to Mr. Brown, 'Iblecause of this design change and the 
resulting permitting delays, constructfaa OP the. third well was not 
completed until approximately one month after the March 1, 1993 
date originally agreed upon by the Comnission and the utility.'' 

By Order No. PSC-93-1352-POP, issued September 15, 1993, the 
Conmission stated thac -[blaaed upom the utility'e recent ecfort to 
ccmplsce tho well. and the fact that the well is now complete. w e  
find chat no show cauae'for the utility'e tailure to meet the March 
1st. 1993 deadline in previous Order NO. PSC-92-1284-POP-WU. Is 
appropriate.' Well No. 3- w a s  not finally apprwed by DKP until 
February 25, 1994. Mr. McXeown stated that 'Lilt was delayed due 
to the utility submitting incomplete test results which are 
required during the normal clearance process.' 

Mr. McKeown testified that she utility is subject to a Consent 
Order, dated November 17, 1989, and the PPJ, dated April 30, 1992. 
MV MPY-O- further stated that .the utilitv hae not camlied with 
_-_ -_. _. 
On January 13. 1994. the 'utility submitted a proposed final- 
judgment to DEP, to which DEP replied: 

The proposed stipulation contemplating entry 0I a final 
judgment is not acceptable. As you briefly state i n  the 
proposed etipulation language, the defendanrs in this 
litigation ~yoursel1 i n  particular1 have not performed 
the ahligations devolving upon them under the Previous 
partial judgment. 

Mr. Coloney testified that, in his opinion, Mr. Brown is .a 
v e r y  effective. efficient. competent and capable manager of St. 
George Island Utility Company.' Mr. CDloney scared that. since M r .  
Brown took wel: as general manager in 1991, he has brought the 
utility up to an erficient and effective level while providing safe 
and reliable rater se-ice. However. he agreed chat we can look to 
Mr. BZOW to explain conditione that have prevailed since 1981. 

Mr. Brown testified that he has tried to remove himeelf from 
the equation. Mowever. Mr. Brom is still acting as manager and 
still is in complete control of the utility company. The majority 
of the problems identified above. a8 well as with the books and 
records. could have been avoided if a qualitied manager had been in 
Control of the Utility. Accordingly. w e  rind it appropriate to 
reduce the revised requested-managemenc fee by $10.000. or a 
$16,000 reduction to the amount requested in the MfRs. 

. Account& . 

Mr. Seidman testiried that, in the MPRs, an adjustment was 
made to reduce test year accounting contractual servicesby $8,796.  
This adjustment resulted i n  the requested pro forma provision of 
$22.640 for the accounting services of Me. Drawdy and ~ a .  withers. 
According to the record, Ms. Drawdy handled the daily. accounting 
matters.. oversaw the general ledgers. filed the. utility's annual 
reports, and aasured compliance-with ehe USOA. MS. Drawdy worked 
16 hours a week at $20 a hour for a yearly salary oe $16,640. 

Mr. Seidman testified that Me. Withers provides expertise on 
accounting and tax matters related to limited partnershipe. MT.  
Brown stated that the utility has a retainer agreement with ~ e .  
Withers. effective January 1. 1993, for 5 hour8 per month, at $100 
per hour ,  for a total of $6.000 per year. k y  excess time spent by 
Me. Withers ie billed at a rate of $100 per hour. 

Although the utility did not provide any bills far MB. withers 
for the 1992 test year, Mr. Erom stated that she provided services 
during the test year. The utility submitted bills totalling $3.450 
for the first quarter of 1994; however. Mr. Brown admitted that 
these included only $200 in utility related accounting expenses. 
Notwithstanding the above. M r .  Brown argued that there waa a prior 
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retainer agreement with m. Withers. dated July '23, 1991, for 
$1,000 a month. The agreement. however, vas backdated to reflect 
an effective date of September 1. 1990. 

Mr. Brown agreed that the current retainer agreement is no: 
dated. He stated that the agreement was reduced to writing at the 
suggestion of the Staff auditor. ne agreed that~a contemporaneous 
writtOn agreement would have been better, but argued that the 
retainer agreement should still be accepted. 

'Ms. Diamukes testified that we should disallow the entire amount: .She argued that the utility did not utilize Ms. Witherel 
services in 1992 or 1993. and only made its first payment to MB. 
Withe& an January 30, 1994. Ms. Dismukea further pointed out 
that, .even though the retainer agreement was purportedly effective 
January.1. 1993, it was not prepared until February 1994. 

. . : Ms. Dismukes testified that, according to Me. Withers' 
deposition, the purpose of the retainer agreement was to reimburse 
her fOr.outstanding bills. She also argued that no services were 
rendered to the utility in 1993. Therefore, Ms. Dismukes 
questioned whether this expense is needed on a prospective basis. 

'Mr. Brown stated that be was present at Hs. Withers' 
deposition and that she did not testify that she had failed to bill 
the utility for previously rendered services. He recalled that Ms. 
withers stated that she and the utility were operating under.a 
retainer agreement executed several years earlier. That agreement 
did not rewire MS. Withers to bill the u'cility each month. 

nr. Seidman aleo.disagreed that the retainer was designed to 
reimburse Ms. Withers for services rendered in the past. He agreed 
that the utility owe3 Me. Withers $22,000 for previously rendered 
services but argued that, in order to recover that amount, Ms. 
Withers would have to accept the $6,000 annual payment and perform 
no additional services for 3.5 years. He pointed Out that ME. 
Withers ha6 already billed the'trtility for $3,400 in 1994:of which 
$200 was for utility accounting expenses. 

Withers actually performed 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. MT. Seidman believes that Ma. withers 

these services was merely poor record keeping on her part. Ile 
testified that Ms. Withers now keeps track of her time and has 
billed the utility in 1994. 

* . .  

.. 

Mr. Seidman stated that what is important is not whether MS. 

did perfom services in 1992 and 1993 and that not billing for 

Mr. Brown testified that, during 1992, the uti1i:y incurred 
over $31,000 for accounting feee,'yet the utility is faced with 
allegations khat its books and records are still not in compliance 
with our requirements. He also testified that St. George has hired 
an experienced accountant for $40,000 per year plus benefits and 
that this should reduce its need for Ms.kithers' services. 

Upon consideration. we find that St. George has not adequately 
supported the $6,000 expense for Ms. withers' services. It haa 
provided no documentation for any services performed in 1992 or 
1993. Moreover, Me. Withers's bills for the first three months in 
1994 document only $200 in utility accounting ucpensee. In 
addition, the prudence of the utility's hiring a new accountant is 
questionable, a6 no suDDortins documentation was provided. We 
Gave, therefore, reduced-iontractual services-accounting by $6, DUO. 
We note that, by Order No. 92-0122-POF-Vu, issued March 31. 1992, 
this Comnission found that the utility's books and records were in 
substantial compliance with Rules 25-30.11Ol1l la1 and 25-30.115(11, 
Florida Administrative Code. However, we a180 stated that if the 
utility failed to properly record its accounting activities and 
oreserve its records. we wouldlikelv disallow UnsuDDorted emenses .. 
in subeequent rate proceedings. 

icce - LeqaL 

The utility originally requested $24.000 far legal contractual 
services. based upon a retainer agreement between the utility and 
~ r .  Brown. The t e r n  include $2,000 per month with a waiver of any 
fees in excess of $24,000 per year. Mr. Brown later revised the 
request to $12,000 per year. He argued that, even without the 
utility's past legal problem. legal services are needed to deal 
with everyday problems. He a160 stated that, in the past, he has 
hired outside lawyers, with feea ranging from $3.000 to $100.000. 

Ms. Dismukis questioned the utility's support of the eweneee. 
The utility provided documentation Of services performed during a 
four- to six-week period in 1993; however; no records were'provided 
for 1992. Me. Dismukes argued that many of the 1993 services did 
not appear to require legal  expertise. and that it was difficult LO 
determine the hours devoted to l e g a l ,  as opposed to strictly 
utility, matters. She also noted that substantial time claimed for 
1994 w a ~  related to the utility's DEP problem and show caune 
proceedings before this Comnission. In her opinion, the CDBLS 
associated with t h e m  problem ehould not be allowed. 

Ms. Dismukes also argued that third-party legal fee6 during 
the tent year were likely nonrecurring. as they concerned 
revocation proceedings before this Corninsion. Other charges were 
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related to hiring outaide counsel to represent M r .  Brown's mother. 
Ha. Dimukea further testified that, in a recent Class B water and 
wastewater rate proceeding, the Comiaeion found that $2.854 per 
year was a reaeonable tigure Lor recurring legal erpenses. She 
also reported that her analysis of other Class B water utilities 
suggested a level or $3 per Customer per year tor legal expensee. 

He tind that st. George has not adequately supported the 
requested legal expense. Accordingly, we accept'm. Dismukes' 
recomnendation and will allow $3,000 per yeax tor legal contractual 
services. which results in a $21.000 reduction to the utility's 

I 

3 

ices - Ensine,rins 
According to the m s ,  test year engineering services total 

$4.151. In addition, the utiIity is requesting a pro forma 
increase OK $1.849. for a total of $6,000. to recognize a $500 per 
mnth retainer agreement with Mr. Coloney. Of the $4,151,~ $110.75 
le Kor interest 00 a past-due bill, which is not a prudent expense 
that should be borne by the utility's ratepayers. Deducting that 
-unt yields reported teat year engineering expenses of $4,041. 

Mc. Coloney teetified that he has been utilized by the utility 
on an as-needed basis since 1990, and has been on a.retainer since 
January 1.. 1992. Headmitted, however.. that St. George did not pay 
h i m  as required under the agreement during 1992. Mr. Coloney 
stated that his fee is $200 per hour and that he bills the utility 
aKtcr 2.5 hours per month. Mr. Coloney testified that the retainer 
agreement has nothing to do with the fact that the utility owe8 him 
approximately $75.000.for  services rendered in the past, but that 
ha would probably subtract the retainer amounts from amounts owed 
it he wound up pucting lesa than 2.5 hours per month into utility 
matter'O. Mr. Coloney ala0 stated that if w e  disallow the retainer, 
there would be no dirrerence in the way he would bill the utility. 

Although the agreement' was effective January 1, 1992, only 
Sl.500 of test year engineering expenses pertained to services 
rendered by M r .  Coloney. The $4,041 in engineering expenses are 
also not eupported by invoices.- In fact, the $1,500 recorded for 
Hr. Coloney's eervicee is not supported by a cancelled check. 

The utility recently hired Les ThomB, a professional 
engineer. who charges $75 per hour. Mr. Garrett testified that, if 
he has an engineering question, most Of the tlme he contacts Mr. 
Thomas. The utilitr a190 indicated that it uses M r .  Coloney on a 
v e r y  limited basis. Although there wag testimony that M r .  Coloney 
will be utilized to review Mr. Thomas' work. we do not believe that 

Cost should be borne by the ratepayers. In fact. Mr. Brown 
testified that Mz. Coloney's fee is generally outside the utility's 
financial ability. 

, Upon consideration. we find that neither the utility nor its 
ratepayers derive sufficient benefit from the retainer agreement to 
justify the pro forma expense requested by St. George. We have, 
therefore. reduced engineering contractual services by $1.959.. 

1 services - Othc 
The utility ale0 requested to recover the following expenses: 

$22,409 Lor annual maintenance or the ground and elevated storage 
tanks, $37,493 for annual cleaning of the distribution system, 
$23.909 annually for laboratory testing, and $1,280 for uniforms 
f o r  Kield personnel. With the exception of testing expenses. none 
of these expenses was incurred during either the test year or 1993. 
A 8  discussed below. we have approved some level ot expense for each 
of these items. The utility shall provide-proof, by January lo, 
1995, that the item have been. cqleted or are under contract. - 

According to the record, the ground storage tank ia leaking 
and needs repairs. The utility received a bid from Eagle Tank 
Technology Corporation IEagleI, f o r  six years of maintenance oL 
both the ground storage tank and the elevated tank, at an annual 
cost of $20,493. The bid also stated that 'Lals we discussed 
before, w e  have to return these tanks to a certain order to place 
them on our maintenance program: M e .  Dismukee interpreted this 
statement to mean that remedial work was needed before Eagle could 
properly maintain the tanks. Ms. Dismukes concluded that the 
remedial work was occasioned by poor management and the utility's 
failure to properlymaintain the equipment in the past. Therefore, 
she argued that the profom allowance should be reduced by S8.660 
annually to hold the utility accountable for thu past neglect. 

M r .  Brown testified that the utility ha8 always maintained the 
ground etoFage tank, but that the roof ia nearly twenty years old 
and needs to be repaired. In addition, the tank's precast siding 
is beginning to leak and needa to be sealed. MI-. Garrett added 
that the utility periodically drains and Cleans the ground storage 
tank. I n  a June 24, 1994, letter, Eagle notified the utility that 
the condition o t  the ground storage tank vas not u n c m o 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 t.o reflect 
the $20,493 bid from Eagle. 

d u t i o n  S v a e  m Cleaniflq . .  
&cording to the utility a 'continuous distribution cleaning 

program is necessary to maximize pressure, detect leaks and control 
turbidity.' The utility's estimate for pipe cleaning is based upon 
a bidfrom Profeesional Piping Services, Inc. (PPSI. According to 
the hid, over a ten-year period, the COEt of the pipe cleaning 
would be $350.880. or $35.040 annually. The utility also requested 
$2,453 to clean the transmission line across the bridge. 

At the hearing, Mr. .Brown revised the utility's requeet to 
only ask for funds to clean the aupply line across the bridge. PPS 
provided a $21.183 bid to clean just the supply main. Me. Dismukes  
recommends not allowing this expense since the utility only 
obtained one bid and has DO eigned contract. Jdternatively, Ils. 
Dismukes proposes to reduce this expense by half, since the utility 
has applied for a grant to fund fifty percent of this expense. OPC 
also proposes that this expenee be amortized over ten years. 

Upon consideration of a l l  the evidence. w e  find that this is 
a prudent expense which will improve the quality of service. In 
addition. since this is an energy saving measure and because the 
utility is likely to receive the grant.,we find that the utility's 
revised pro forma requeet should be reduced by fifty percent. In 
accordance with Rule 25-30.433181, Florida Administrative Code, it 
shallae amortized over five years. These adjustments result in a 
52,116. ($21.183+5+21 annual allowance for supply main cleaning . 

The utility claims that this adjustment is required since DEP 
requirements for increased ano'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 expense, the utility provided il bid from 
Savannah Laboratories for the testing. 

Ms. Dismukes' primary recornendation is to disallow this 
expense, since the utility only obtained one quote for this service 
and han no simned contract. In the alternative. Me. Dismukes ~~~~~~~ ~ ~~~ ~~ ~ ~ ~~~~~ ~ ~~ 

recommends tha; this expense be reduced by $1,870 sihce the utility 
included in its Cost estimate as an annual expense testing for six 
items that are only required triennially. 
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Mr. Brown testified that only one quote was provided sj 
there are only two testing labs in this area and the one which t 
are currently using has lost water samples and is not as re112 
as Savannah Labs. Mr. Brown agreed with Ms. Dismukes' $1. 
adjustment for triennial testing. Mr.-BrOwn also agreed t 
duplicative transportation charges of $3.876 should be remove? 

:e 
'Y 
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Upon consideration, we find that the testing Cost8 should be 
allowed, subject to the adjustments to remove duplicative charges 
for testing and ,pickup of the samples. 

UlimnX? 

The Utility indlcateo that u n i f o m  are required because of 
complaints that customers cannot tPll I f  personne! are authorized 
to come onto their propercy. T h e m  ua8.110 Other evidence preeented 
on this expense. It 18. therefore. approved. 

MS. Diemukes 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 ehall provide proof that the 
expenses are under contract or have been incurred. on or betore 
January 10, 1995. If the utility fail8 to proceed with the work. 
we shall initiate show cause proceedings. 

morsirat-nee for Studies 

The utility has requested to recover the Cost8 of a system 
analysis, system mapping, an aerator analysis, a hydrological study 
and a fire protection study. The utility Originally requested 
$41,452 in amu'l amortization expense for all of these studies. 
I n  its Proposed ,?indings of Pact, the utility states that the total 
expense ahould be reduced by $28,370. Its Pasthearing Position 
Statement shows a reduction of $22,209. The difference appears to 
be reelected, and will be discussed. in the section dealing with 
the system analysis. 

NO party took issue 'with the requested annual amount of 
$6,310, which is the amortized expense for an initial eyetem map 
and its update; however, the utility has implied an annual expense 
of $4,166. We believe that the utility calculated this amount by 
taking the original system mpping Cost of $18,150, adding the 
update cost of $2.680. and UTGrtizing the total over five years. 

.. 
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since there is no evidence in the record to dispute the originally 
requested amount, we have allowed the entire $6.310. 

The original eyetem analyeis cost  $31 .705 .  However, DEP 
rejected it because it concluded that the supply < ~ f  water to the 
island would be adequate for the next ten years. DEP believes that 
the utility uill be out OC capacity a l m o m t  imnediately Unleas. it 
constructs a parallel supply line from the well field to the 
island. Accordingly. MT. Brown decided that it would be pmdent to 
obtain an updated engineering analysis. Mr. Brown obtained bide' 

Mr. Brown teeticied that another engineering analysis probably 
will not have to be performed for two to three years. The utility 
originally requested to amortize this expense over two years, cor 
an annual expense of $15 .852 .  The utility ham, however, revised 
ItB requeated amortization period to  five years. 

'I from three engineering firms. The lowest was for S l 2 , ' O O O .  

~\e noted above, there wae a conflict between the. utility's 
positions in ice Propoaed Pindings O L  Pact and it6 Posthearing 
poaition Statement. The amount stated in the Proposed Findings of 
pact apparently doem not include $ 3 1 , 7 0 5  Lor the original system 
analysis. only $12 ,000  for the update, amortized over five years. 
In its Posthearing Position Statement, the utility- included both 
m u n c s  and amortized the total mount over five years. 

HS. Dismukes testified that her reading ot correspondence 
between the DEP and the utility, which the utility supplied in 
response t o  a staff audit request, indicated that DBP w a s  not 
rcquueating an entirely revised analysis. Us. Dierrmkes Curther 

or the amortization period. OPC, therefore, recomnende a five-year 
mrtiration for only the initial system analysie. o r  a reduction 
oC $ 9 , 5 1 1  EO the profom-adjustment. M s .  Dismkes also reconmends 
that, iL we allow this expense, it should be deposited into an 
escrow account for distribution when 8ervices are rendered. 

Since the utility m e t  addsess the ieeue of capacity, $lz.oOO 
for an updated analysia appears reasonable. It~vould also be 
difcicult to determine that the original report Yam not reaaonable. 
ne have, therefore. allowed the costs Lor both studiee, as 
amortized over five years, for an annual amount OC $ 8 , 7 4 1 .  In 
addition. since the system analysis update is currently being 
coqlsted, we do not believe that it ie necessary or appropriate to 
require that the Cunds be eacrawed. 

(Itatad that the utility failed to support the proposed.adjuetment 

The utility also included a request for revising the aeratoK 
analyaie required by DBP in 1992. It requested $5.280 for the 
initial aerator analysis and $3.300 for the revision. to be , 
amortized over two-years, for a total annual expense of $ 4 . 2 9 0 .  It 
has since agreed to a five-year amortization period. 

The. utility believes' that the original aerator analysis- was 
complete and thorough. M r .  McKeom testiEied that the Baskerville- 
0onov.m report did not consider all the H,S data, but only one set 
of data. Based an the lack of suitable supporting materials for 
the HIS data, and that the report improperly used total sulfides in 
the percent removal fonnula, DEP rejected the report. 

OPC'B review O L  DEP correspondence leads it to the conclusion 
that the revised study is necessary. However. it believes that, 
since the Cirst analysi8 was- deficient, the cost to revise it 
should not be born by the ratepayers. MS. Dismukes recamends that 
the coat of the initial analysis should be amortized over five 
years, for an annual mount Of $1 .056 .  M8. Dismkee also noted 
that the utility did not bid the work out. , ' 

It would be difficult for this Comnissian to state that the 
utility acted impmdently in hiring Baskemille-Donovan, a -  
respected engineering f i r m ,  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 0 C  $1 ,716 .  As with the svstem analvsie. 
;e do not believe that theae Eunds should be escroved; the inktial 
analyaie ia complete and the revieed analysis wae underway during 
this proceeding. 

The Northwest Florida Water Management Difitrict ~NWFWMDI 
required a hydrology atudy as a condition to the continued 
withdrawal oE water. The utility initially requested $ 4 5 , 0 0 0  for 
the study, to be amortized over five years. It subsequently 
amended ite request to $12,000, amortized over five years. The 
study is complete and paid in full. 

OPC believes that we would be justified in disallowing this 
expense because documentation W ~ B  inadequate. However. OPC is 
amenable to the $12,0,00 expense, amortized over five years. 
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Upon consideration. w e  find it appropriate to allow the 
expense. amortized over five years, for an annual cost of $2,400. 

ion Study 

The utility initially requested $30,000 for a fire protection 
study,.with an amortization period of five ?ears. It subsequently 
modified its request to $12.000. Mr. Brown teatiLied that .... the 
utility's engineers must first analyze the current system, 
detennine what level of fire protection is reasonable and necessary 
on the island. determine the m s t  efficient and coot effective 
method .Of providing such protection. and determine whether there is 
a consensus among the ratepayers and the agencies. including the 
PSC. to provide the Utility wirh a mean* of recovering its 
investment in the neceesary fire protection improvements." 

.Mr. Coloney argued that .the utility system was not designed to 
provide fire protection. He alao stated that it would only be 
prudent for the utility to comnieaion a report '...if there was a 
8ourCe 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 was completed: 

OPC recornends that we disallow the entire amount because the 
utility only provided one bid of $12,000, although it purportedly 
obtained three. OPC argues that there is no way for this 
Commission to be assured that the utility accepted the lowest bid. 

All customer& who testified regarding fire protection service 
were  in favor of implementing or improving m c h  service. Although 
most .agreed that the ratepayers should pay a return on any 
infrastructure constructed. to provide Lire protection service, one 
customer objected to paying for a fire protection study. This 
customer also stated that everyone on the island, whether a 
customer or not, would benefit from investment in fire protection. 

Upon consideration, we find that it would be prudenr for the 
utility to commission a fire proteccion study in order to determine 
the appropriate course of action. We. therefore. approve the 
$12,000 study, amortized over a five-year period. for an annual 
cost of $2,100. The utility shall complete the fire protection 
study by January 1, 1995. It shall ale0 file a copy of the study 
with this Cormmission. and send notice to its Customers that the 
study is available at the utility's offices for review. 
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The projected provision for rate case expense. per the MFRs. 
was $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 miscellaneots charges. During the 
hearing, Mr. seidman introduced an exhibit detailing actual rate 
caae expense of $90.502. and an estimate of $40,040 through the end 
of this case. Subsequently, the utility filed a late filed exhibit 
which included $9,020 of actual charges. Following the hearing, 
the utility filed another exhibit which reflected $154,739 in 
actual and projected rate came expense, as follows: 

Accounting Consultants 
Engineering Fees 
Legal Pees 
Rate Case Consultant fml 
Filing Fee8 
Miscellaneous 

Total 

$ 82,289 
7.432 

45,811 
6,050 
2,000 

10.353 
.$ 154.73s 

In ite brief, OPC stated that the utility was supposed to 
provide additional supporting documentation f o r  all its rate case 
exDense.0n Aucmst 25. 1994. However. the Utilitv failed to EomDlv 
with this deakine and did not produce any lateyfiled exhibits't; 
OPC, the St. George Island Water-Sewer District or Staff Counsel on 
that date. Hence, according to OPC. the utility failed to meet it8 
burden of proof with respect to any additiqnal rate caae expense. 

We do not believe that the revised exhibit should be 
disallowed in its entirety. It was filed with this Comnission on 
the date due although it M S  not received by OPC until a day later. 
In addition. OPC did not seem Overly prejudiced by the utility's 
tardiness, sincs the exhibit was addressed in its brief. 
Neverthelees, 8 nce this is our first examination of B m e  of 
charges, we have' made certain adjustments, discussed below. 

Accountins Fees 

In its MFR'B, the utility requeeted $60,402 in accounting 
fees. This included $50,000 for Management and Regulatory 
Consultants, Inc. [Prank seidmanl, $14,402 for Rhem Business 
Service, and $4,000 far Barbara Withers and Jeanie Drawdy. 

& ReqUlbtorY Consultants. Inc. (MhRL - In Exhibit 
4 3 ,  the utility requested $53,975 for work performed by M6R. 
including $19,794 for worked perfomad in Docket No. 930770-WU, 
which w*s dismissed. Ma. Dismukes testified that we should not 
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to be $4,000. Exhibit 43 reflects charges, for Ms. Withers alone, 
of $6,350. We have analyzed the bills and found that they include 

appear to relate to thie rate case. Accordingly. we have reduced 
the charge for  M S .  W,ithers by $600. 

M s .  Drawdy's charges totaled $3,172; however, only $442 Of the 
bill was itemized. Mr.  Seidman conceded.that Ms. Drawdy's bills 
only included the time. date, and hours worked. The billa neither 
indicate what she was working on nor if it was rate case related. 
He also assented that it i s . n o m 1  practice for an accountant to 
submit bille for services. We find that the utility has noc 
adequately supported the bille. We have, therefore. removed all 
charges that were not itemized, resulting in a reduction of $ 3 , 3 3 0 .  

$600 to .Meet with IRS regarding .Audit.' This charge does not 

In its MFRs, the utility estimated that its engineering fees 
would be $13,000. Late-tiled Exhibit 43 reflects engineering fees 
incurred of $7,432 for Coloney b Company and Baskerville-Donovan. 
This total in $5.568 le88 than the original estimate in the MPRS. 
Moreover, the invoices support therequested fees. Accocdingly, w e  
find that no adjustments are necessary. 

allow rate c a m  expenge associated with that case. She also stated 
that the utility and its consultants should have known the 
aoocorhate cos= o€ litioatino a race case for this utilitv and 

~ ~~~~ 

MB. Dinmukes contends that the utility should be held to its 
original. estimate of $25,000 from Docket No. 930770-WU. 

Mr. Seldnan argued that there Y ~ B  no valid bas:'s to limit the 
fees to anyrhing other than the actual costs. He "contended that 
the $50,000 shorn in the M F R a  was am estimate.. and should not be 
compared with the prior. docket. He stated that this Comisa ion  
does not allow rate case expenee based on eetimates., but on the 
actual costs reasonably incurred to the hearing plue an estimate of 
reasonable hearing and post hearing.coste. He also argued that he 
was able to use a substantial mount of the work from the last case 
in preparation of the MPRa. He contended that he would not work 
under a firm bid in a case that was being litigaced, because the 
applicant has no control over circumstances that might increase 
Costs. He also stated thac heknowsot no other consultante that 
would work under a firm bid under similar circumscancea. 

Upon consideration. we find thar. iL would be inappropriate to 
l l d L  Cost9 to the estimates in either this case DL the dismieeed 
case. However, we find that $19.794 in costa from the prior docket 
yere not reasonoly and. prudently incurred ill this proceeding. We 
have, theretore. reduced the MhR allowance by $19,794. 

ire_lBhemal - The utility also asked to 
recover $18.792 in Kees tor  services rendered by Rhema. $14.402 01 
the total was Cor work aasociated with Docket No. 930770-WS. MS. 
Dlemkos recomnanded that we dlaallow aeventy-five percent, or 
$10.802 Of these fees because, although M r .  Seidman used 
inlormation provided by Rhem, there was incorntion that would not 
havu been usable due to. the. difference in test years.. In M 8 .  
Disnukes' opinion. much of the work that was prepared by Rhema was 
duplicated by M S R  Consultante. 

Mr. Seidman agreed that some of his work was duplicative, but 
he estimated only twenty-five percent based uponhia examination of 
the bills. He admitted thac he was not able to uae che schedules 
prepared by Mr. Meam. because-They were not inceractive. Upon 
consideration. we agree with OPC that $10.802 in charges for Rhema 
should be disallowed. Mr. Seidman's algument is not convincing, 
since he derived hie percentage from the Rh- bills, not from the. 
percentage of the rnaterial he actually used. 

B a r b a r a r a w d y  - In its original request, 
the utility estimated the feee f o r  both M8. Withers and Me. Drawdy 

~ 

In its MFRs. the utility estimated leqal fees at- 5125 an h a w  
for a total of $20,000. Iniate-filed EXhibit 43, the utility is 
requesting legal fees of $45,811, charged at the rate of $175 an 
hour for the firm of Apgar, Pelham. PfeiEfer h Theriawe. 

OPC argues that the rate of $175 an hour for the services of 
Mr. Pfeifeer is excessive. since M r .  Pfeiffer lacks significant 
experience in water and wastewater ratemaking. OPC contends that 
the going rate f o r  water and wastewater attorneys in Tallahaseee is 
significantly less that $175 an hour. OPC argues that $135 per 
hour is a more reasonable rate. and more reflective of the going 
rate as well as the capabilities and experience of Mr. Pfeiffer. 

Mr. Seidman testified that his eetimate of $125 per hour in 
the MFRs was based on his working with other firms like Gatlin, 
Woods, Carlson k Cowdery and Rose. Sunstrom h Bentley. He added 
that he thought Mr. Girtman's f i m  charged $150 per hour. M r .  
Seidmn also stated that he didn't know whether M r .  Pfeiffer had 
appeared before the Commission. but that he had an outstanding 
reputation as an adminietrative attorney. 
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MT. Brown testified that he had discussed the rate case.with 
Mr:Girtmn and his fee wao $135 an hour. He also acknowledged 
that Mr. Girtman was familiar with utility matters as well am St. 
George because he had represented it on other matters before the 
Comission. Mr. Brown stated that he did not hire M r .  Girtman 
because he would not comnit ta a get price. However, he admitted 
that Mr. Scidman did not.agree to a set fee either. He ale0 stated 
that Mr. Pfeiffer made an estimate of $30,000, but he didn't know 
1f that included the iesue of original cost. 

*here is insufficient evidence to support reducing MZ. 
Pfeiffer's rate to $135 an hour. Accordingly. we have made .no 
adjustment to Mr. Pfeiffer's hourly fee. 

OPC also argues that an adjustment should be made for Mr. 
Pfeiffer'a attendance at eeveral depositions at which MT. B ~ O W ~  
Conducted the questioning. OPC argues that the customers of the 
utility should not be required to pay for legal services of Mr. 
Pfeiffer when his attendance at theee depositions was either 
unnecessary or aemed only to acclimate him to the issues in the 
Case. Mr. Brown agreed that the cost of attending the deposition 
Of Dr. Ben Johnson .should not be charged to the ratepayers. We 
have, therefore, reduced rate case expense by $700 for M=. 
Pfeiffer'a attendance at Dr. Johnaonle deposition. 

Mr. Seidman 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 .Jhrough the last day of the hearing. Further. the utility 
failed to include a detailed description by hour of its estimate to 
complete the rate cam. Therefore, we have estimated the time 
necessary to complete the hearing and for preparing post-hearing 
filings to be approximately' forty hours. Eccordingly, we have 
reduced the utility's estimate by $8,900. 

- 

m e  Cane c A m U a n L  

Mr. Brovn specifically testified that he was not including the 
charges for m Associates iml because he believed that they were 
not directly related to the rate case. However. in itn late-filed 
exhibit, the utility reflected $6.850 in fees f o r m .  The utility 
also included $305 for Wr. Beard's lodging and meals at the 
hearing. Upon consideration. we find it appropriate to remove 
$ 6 , 8 5 0  in charges for ??.le and $305 in miscellaneous charges. 

The utility's iate-filed rate came expense exhlbit ale0  
reflected $1,715 for a band premium. We do not believe that the 
ratepayers should be charged for something- that was exclusively the 
fault of the utility. Were it not for  the utility's failugt t o  
follow our orders. pay its bills. make timely filinge, and comply 
with our rules and rwulatione. there would have been no need for 
the utility to obtain a bond.. Accordingly, we have removed 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 adjustments are shorn on Schedule No. 3-8. 
A breakdown of operation and maintenance expenses, by primary 
account, is shown on Sr,xadule No. 3-c. 

Based upon the adjustments discussed heretofore, the revenue 
requirement is $ 4 6 4 , 9 2 3 .  This will allow the utility the 
opportunity to recover it6 expenses and to earn a 7.35 uercent 
return on its investment in rate base 

St. George proposed a rate design more heavily weighted 
towards the base facility charge in order to increase cash flow to 
cover fixed expersea during the off-oeason. We agree with Ita 
methodology. . 

The rates approved hereunder are designed to produce revenues 
of $ 4 6 4 . 9 2 3 .  which represents an increase of $114.974 03.53 
ncrcentl. excludina miscellaneoun fiemice revenues.  The aooroved r~~...~...~~~. ~~~~ 

rates will be effective  for meter readings on or after the siamped 
approval effective date on the revised tariff pages, prov<ded 
customers 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 comparison of the utility's original rates, interim rates. 
requested rates, and the rates approved herein is depicted on 
Schedule No. 4 .  



ORDER NO. PSC- 9 4  - 1383 - POP-HU 
DOCKET NO. 940109-Xu 
PAGE 6 5  

svvlce AV- 

~ u l e  25-30.580 (11 (a). Florida Adminiatrative code, states 
that the maximum mount of cmtributione in aid of construction. 
net of amortization, ~hould not exceed seventy-five percent 0 E  the 
total original coec, net of. accumulated depreciation. o t  the 
utility's facilities and plilnc wnen the facilitiee pnd plant are at 
their design capacity. The purpose of this retuirement is. to 
ensure Chat a utility has some investment 80 that 2t will maintain 
an interest in the facilities. St. George's CIAC l e v e l ,  as of 
nccemtler 31. 1993, w a ~  seventy-si* percent of net planc in service. 

There is significant potential for growth an St. George 
laland. If w e  do not adjust its service availabi1ity:charges. St. 
George could become seriously over-contributed. However, the 
utility also needs additional capacity in order to connect new 
Customers, which may require substantial capital investment. He 
are also mindful that, in the past. the utility has relied heavily 
on service availability charges to Eund plant improvemente. 

men. faced' with a situation BUch a s  this, we. would normally 
criminate service availability charges altogether. However, in 
consideration of the above, thie does not appear to.be- an option at 
this time. A reducti0n.h the plant capacity charge will force the 
utility to make more of an investment in plant. Accordingly, w e  
find it appropriate to reduce the plant capacity charge, as set 
forth below. He will continue to monitor this situation and m y  
readdreea the issue ot service availability at a later date. 

!z3&sE XPPROVBn 
Plant Capacity Charge 
Realdcntial-per BRC 050 gpd) $ 1 . 2 4 5 . 0 0  S 8 4 5 . 0 0  
All others-per gallon $ 3 . 5 5 7 1  $ 2 . 4 1 4 3  

ESCTO w of Service Avail- - . ,  
S c .  George has been required to escrow funde, in order to 

ensure that monies were available for capital improvemente, on 
numerous occasions by thie C-ission as well ae by developers, 
banks. and others. As noted elsewhere in this Order. it appears 
chat additional capacity iill be required. Since ne have reduced 
the utility's service availability charges, we believe that it is 
appropriate to require S t .  George to place such monies in eecrow, 
I n  order to assure their availability for capital improvements. 
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Accordingly, St. George shall establish a camnercial escrow 
account for service availability chargee. Before funds may be 
released. the account administrator shall receive: 

1. a written request Lor release o€ such funds 
from st. George; 

2 .  written approval oL each disbursement and the 
amount thoreof from this Commission; 

3 .  an aEfidavit from St. George stating the names 
of a l l  parties owed, the amount owed to each 
and a lien waiver from each, and; 

4 .  evidence of the proper payment of all prior 
disbursements. 

St. George ahall f i l e  a, mnthly reporc with this Conmission 
detailing themnthly collections. as well as the aggregate amount. 
The escrow requirement shall remain.in effect until the utility's 
next rate case or any modification in. its eervice availability 
policies or charges. 

PQllO w -' 

Section 367.0816.. FIorida Statutes, requires- that rate case 
expense ba amortized over four years. After the amortization 
period, the rates m e t  be reduced by the amount of rate case 
expense included in rates. Eursuanc to  Section 367.0816.  Florida 
Statutes, st. George's revenues should he reduced by $ 2 5 , 5 8 5  at the 
conclusion Of the- fOU1--Year amortization oeriod. as deoicced on 

r----- --- Schedule No. 5. The revenue reductio; reflects . .~ ~~ the annual 

amortization mount. grossed-up for regulatory assessment tees. 

The utility shall rile revised tariffs no later than one month 
prior to the actual date OE the required rate reduction. The 
utility shall also file a proposed customer notice setting forth 
the revised rates and tho reason for the reduction. If the utility 
files thie reduction in conjunction with a price index or pase- 
through rate adjustment. separate data ehall be filed for the price 
index and/or pass-chrough increase or decrease and the reduction in 
the rates due to the removal of rate case expense. - 

Under Section 367.082, Florida Statutes. and Rule 35-30.360, 
Ploridk Adminiatrative Code, any interim revenues collected in 
excess of final approved revenues must he refunded. with interest. 
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In this case. the final approved revenues exceed the interim 
revenues. Accordingly. no refund is required and the utility's 
bond may be released. 

r \ F U C  
According to Stipulation NO. 20d. AFPI charges will be 

calculated and collected from new customers in the designated 
Plantation areas. The mount of plant and the number of 
connebtions included in the calculation are $127.175 and 457 HRCs, 
respectively. There is no non-ueed and useful plant outside of the 
Plantation. The appropriate AFPI charges are depicted on Schedule 
NO. 6 ;  which is appended to this Order. 

M L 2 a u a 3 E Q E  

Books and E m $  
By Order No. 21122, issued April 2 4 .  1989, the Commission 

found St. George in violstion of rulee regarding the preservation 
and maintenance of recordo. The order gave the utility time to 
improve it6 recordkeeping, instead of imposing a fine at the time. 
It also specifically required St. George to make a reasonable 
etfort to gather all of its books and records 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. 
George to show cause why it should not be fined for failure to keep 
its ClAC and plant records in compliance with the USOA. By Order 
No. 23649, issued October 22. 1990, w e  required the utility to 
continue to maintain its books and records in accordance with the 
uson.'- By Order No. 2 4 4 5 8 .  iseued May 1, 1991, w e  again required 
St. George to bring its books and records into and mintain them i n  
compliance with our rules and regulations. Finally. by Order NO. 
24807, issued July 11, 1991, we required the utility to show C B U B ~  
why it should not be Zined for failure to maintain its booko. 

In Order No. PSC-92-0122-FOP-W, i enued  March 31, 1992, w e  
found that St. George was in subetantial compliance with our orders 
and rules. Ilowever. we cautioned it that failure to properly 
record its accounting activities and preserve ice reC0rd.q for audit 
inspection might reeult in disallowance of expenses in subsequent 
rate proceedings. 

M8. Gaffney teatitied that her audit report included twenty- 
eight audit exceptions and sixteen audit disclosuren. Am audit 
excention is a deviation from the USOA. Cnmins~on m1.- or  nn3-r. 

~ , . ~~~-~ ._._ _. -.-.., 
stat? Accounting Bulletin, or a generally accepted accounting 

principle. The exceptions ranged from monthly posting of accounte, 
condition of records. improper- plant retirements, lack of 
supporting documentation and required sumwry echedulee for 
depreciation and amortization. The utillty stipulated to many or 
the exceptions. 

In Audit Exception NO. 2 ,  Ms. Gaffney found two discrepancies 
from the USOA. supporting documentation was not readily available 
for any item included in any account, and books and records were 
not consistently kept on a monthly basis. In addition, the books 
were kept on a cash, a8 opposed to an accrual basis, the 
accountant's journal entries were not supported, source 
documentation vas missing. the accountant was not readily available 
during the audit, the bookkeeper could not interpret the 
accountant's workpapers, and the 1992 books were no t  closed until 
September 1993. Ms. Gaffney did note better control of documents 
after the utility obtained an additional office worker. 

- 

Ms. Drawdy testified that the Utility's books and records and 
Were in substantial compliance WiLh the US3r\. She stated that she 
had no responsibility for records established before her 
engagement. She also stated that she assisted St. George in 
accumulating and verifying Supporting documentation since the last 
rate case. When asked whether support for entriee was zeadily 

to the auditors, Eli. Drawdy stated that it w a ~  available.' 
She testified that, since the utility had limited funds, she could 
not be there full-time. she also stated that copies Of invoices 
that were missing during the audit were filed eeveral weeks after 
the conclueion of the audit. 

By memo dated February 4,  1994, Nr. Seidman informed Nr. Brown 
that twenty-two of the requested pro IDISM adjustments needed 
supporting documentation. The official filing date for the HPRS 
was February 3 .  1994. The record is replete with instances i n  
which the uti1 .ty could or did not provide sufficient supporcing 
documentation. such a8 insurance and travel erpenaes, affiliate 
transactions, employee benefits. 

The utility. by its o w  admission. continues to have 
difficulty maintaining its records in compliance. For a Class B 
utility, the number of times the issue of books and record has 
arisen in the last four years ie exasperating. Although the 
utility m-y have improved ite record keeping from the prior rate 
caee, we are not convinced that St. George will consistently comply 
with o u r  recordkeeping requiremente. 

The majority of the problem appears to lie with management. 
Obtaining sufficient accounting Rtaff is only one part at  the 
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solution. The other requirement is that management provide the 
appropriate guidance and resources to allow the employee0 to apply 
the correct USOA requirements. we would order St. George to 
maintain its books in compliance. but this has been done 80 many 
time8 that it doee not appear to be effective. Our only other 
recoursq is to reduce the management fee, which is diBcU88ed 
elsewhere in this Order. # 

pEE - Mr. Kintr teetified that the maximum number Of allowable 
ERCs for the utility is 1,346, based upon the consumptive use 
permit restriction to 7 0 0 , 0 0 0  gpd, the maximum day uaage of 533,000 
gallone. and the number OC users on the system that day. Mr. 
Kinct's detennination included Well No. 3 on line and the altitude 
valve, controls, and high service pump being completed and on line. 
DEP does not consider that storage adds capacity to a syetem. 

MI-. Kintr arwed that the utility must provide an additional 
raw water line inorder to supply-addi-tiomL development in exceee 
ot the 1,346 connections. Mr. Kintz further testified that, if 
Lira tlor were remired bv Franklin Countv. the eiza OE the 
distribution m i n e  ;auld ne;d to be increased.. 

kcrhcnm - St. George has applied to NWPHMO to.modiEy ita 
maximum day withdrawal allowance. ta 939,640 gpd. Mr- Thomas 
conducred an analysis for the utility and concluded that, it the 
application IS. approved; the utility Could Bupply 1,807 ERCS at 520 
gpd/BRC. M r .  Thomas' analysis DBP'8 ERC methodology. even though 
the utility disagrees with that methodology. According to M r .  
Thonaa, the system is adequate to meet need6 over the next rive 
years. provided that the utility's application €or amendment of its 
consumptive u s e  permit is- approved; 

Bealrerville-Donovan - MI-. Biddy, a regional manager of 
Baskerville-Donovan. derived amximum number of 1,541 BRCs. based 
on maintaininp no lesa m a n ,  20 psi throughout the dietribution 
system. In the Baskelville-Donovan Report, an BRC ia defined as 
300 gpd, which is based on an average daily flow, but also includes 
A palking factor. The utility's comercial metomere are equated 
to 140 ERCa. The report also aesbea the altitude valve, controls 
and high service pump modifications are on line. 

Mr. Biddy pointed out that, even at 520 gpd/BRC, hie 1,541 
KRCB would require 801,320 gallons. He stated that operatingwells 
Nos. 1 and 2 for twelve hours, then Well No. 3 for another twelve 
hours. would yield 8 0 6 , 4 0 0  gallons. which Would more than satisfy 
the requirement. However, this amount is greater than tha current 

withdrawal limit of 'lOO.000 gpd. Mr. Biddy also contends that 
storage should be considered when determining capacity. 

Mr. Biddy stated that capacity could be increased by 
increasing the utility's NWPWMD withdrawal rates, constructing 
additional welle, installing plant to increase flows through the 
existing mains, and increasing storage to accomnodace demand. Mr. 
Biddy believes that:*hen the utility Se-es 1,541 ERCs. elevated 
storage on either extreme end o t  ths ieland would be advisable. 

~ r .  Biddy also stated thac there is' effective storage of 
400.000 gallons, and that, in combination with a Withdrawal rate o€ 
700.000 gpd, the utility has 1.1 million gallons of available 

storage would need to be.replenished yet the utility could only 
pump 700,000 gpd, Mr. Biddy argued there is only one spike.during 
high ueage periods. Although the peaks for 1991 and 1992 did not 
exceed 449,000 gallons, the ,peak .OR Memorial Day for 1993 was 
533,000 gallons. It is reasonable to deduce that, as the utility 
grows, peak usage will increase. In tact, the trend in the data 
shows that spikes do not last one day. but €or two to four days.. 

W- - Mr. Coloney believes that. with certain 
improvements. the utility haa adequate capacity through the year 
2002. He endorsed additions proposed in the Baskerville-DonoMn 
Report, including the additio- of a 5 0 . 0 0 0  gallon grounm storage 
tank and booster pumps in 1995 to 1998, and an elevated etorage 
tank near Windjmer Village between 1999 and 2002. He also 
suggeeted elevated atorage near Bob Sikes Cut. Mr. Coloney 
believesthat, between the current pumping capabilities and on-site 
storage, 1.1 million ypd is available. 

G G n t 5 2 +  - Mr. Brom stated that theutility may constmct 
parallels to ita eight-inch raw water line. Specifically, Mr.  
Brom is concerned with sections ot the raw water main thac are 
binding against rocks, and implievthat paralleling those sections 
would alleviate an outage if a BeCtion broke. The utility does not 
plan to parallel the entire length of ductile iron line across the 
bridge, as that would Cost $800.000. Mr. Brown endorsed a new 
elevated storage tank in. the Plantacion. He also stated that 
additional elevated storage would increase fire €low capability on 
the island. Mr. Brown also endorsed another elevated storage tank 
on the island. near the entrance to the state park. ne stated that 
increased storage and pumping capacity at locations remote from the 
central plant will stabilize pressure throughout the system. MT. 
Bram. also believee that the requested modification to the 

1 water. When questioned regarding the day after a peak day, when 

consumptive use permit Would SufLice through 1995. 
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Gonclusipl? - The utility argues that ite only peak periods 
occur on Memorial Day. July 4. and Labor Day, and that, for the 
balance of the year. demand is one-third of the peak. Mr. Coloney 
believes that OEP gives far greater weight to peak demand than 
justified. However, even Mr. Coloney agreed that the system must 
be designed €or peak usage. Mr. Kintz, MI'. Thomas, and Mr. Biddy 
all considered Peak demand when formulating'eapacity. We defer to 
DEP, :.and find that the maximum number of ERCs that St. George 
should be allowed to connect is 1,346 BRCs at 520 gpd/ERC. 

:In the event that St. George is successful in modifying its 
consumptive use permit, the maximum number of ERCs may change. 
Accordingly. the utility ahall aubmit.a copy o€ NWIwMDIs decision 
and, if the allowed withdrawal rate is increased, it shall also 
report the revised maximum number of ERCB. This report shall 
include a reconciliation of Mr. Biddy's limitation of 1,541 BRC8. 
what Mr. T h m w  supports based on his current hydraulic analysis of 
the distribution System, and DEP's raw Water methodology. 

As of February 17, 1994, Only 86 of the 1,346 ComeCtions 
remained available, with 15 connections reserved for emergencies. 
ncccordlng to Mr. Thomas' preliminary.snalysi., as of July 20, 1994, 
St. George was c m i t t e d  to serving 1,347 BRCe. Thus. St. George's 
ability to properly seme Luture Customers within its service 
territory is gueetionable. at best. 

Once Mr. Thomas' system analysis is completed, the utility 
shall- file a copy with both DBP and this Comnission, including a 
detailed plan to add capacity. In addition, the utility shall 
prepare and submit.= complete permit application to the DEP, with 
a copy to this Comnission. by January 1. 1995, to address the € s e w  
of additional capacity. If the utility is unable to meet this 
requirement. it shall notify US, by January 1, 1995, of the reasons 
therefor and the expected date of completion. The conoumptive use 
permit modification currently before the NUFWMD should be resolved 
by then and the maximum number of ERCs, reconciled as discuseed 
above, should be incorporated in the prescribed procedures above. 

~. -. 

Mr. Coloney stated that St. George was not designed to provide 
fire protection. )lowever. he also testified that Its ability to 
provide fire has improved. He believes that the utility is capable 
of providing fire flow for a significant period of time, other than 
at maximum peak usage. Mr. Coloney also testified that it would be 
desirable to provide 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 fnadeguate and would need to be 
replaced 4 t h  at least six-inch main for fire protection. 

Mr. Biddy testified that there are several alternatives 
available to the utility to be able to p'ravide fire flow. .One 
would be a totally dedicated fire flow Bystem, with its own otorage 
tank, high service pump, end distribution system. He ale0 stated 
that, with such a dedicated system, you could even use "on-potable 
water. Another alternative is to increase the size of the rnains in 
the distrlbution system. All of the alternatives would require 
extenaive additional storage and more pumping capacity. 

Mr. Abbott recognizes that the utility accepts no 
responsibility for fire protection on St. Georqe Island. but hoDes 

~~ ~ ~~~ . ~~~ 

is the oily entity poised to address fir; 

Since the utility must addrese the issue of capacity, we find 
that it would be prudent for the utility and the Utility is hereby 
ordered to incorporate fire flow in it6 Consideration. 

1. The following proposed findings of fact are adopted i n  
substance, a8 modified below: 1, 3 .  4 .  5, 39, 40, 50. S1..52. 
58, 60, 61, 67, n7. 86. 87. 89,  and 90. 

1. The quality Of service provided by SGIU is 
satisfactory and has improved in recent years. 

3. since the last rate case, SGIU has brought about the 
following I cograms and improvements: (AI A third well 
has been frought into Bernice; IBI A 150.000 gallon 
elevated storage tank ha8 been added; IC1 A chlorine 
booster has been added; ID) A regular flushing progrm 
ha8 been inplunented; (E) A regular program for detection 
and repair of leaks has been implemented: (PI Testing 
programs for chlorine residuals and hydrogen sulfide have 
been implemented; (GI A C ~ D B B  connection prevention 
program has been implemented; ( H I  Fencing and eecurity 
have been developed and implemented at the wells and at 
the plant: 11)  Personnel have been m d e  available to deal 
with emergencies On a 24-hour6 a day, seven days a week 
basis; IJ) The old generator has been replaced and a 
backup generator has been added; IKI A new 50 horsepower 
high erficiency motor and pump together with a 5 0  



ORDER NO. PSC-94-1383-POP-WU 
WCKET NO. 940109-WU 
PAGE 1 3  

ORDER NO. PSC- 94-  1383-FOP- WU 
DOCKET ND. 940109-WU 
PAGE 74 

horsepower high efficiency replacement motor have been 
installed; ILI Variable speed drives needed for each new 
motor to avoid the 'water hamner' problem have been 
installed; IM) Additional pumps are maintained in order 
to allow complete redundancy in the pumping system; IN) 
A ?ew butterfly valve and a new altitude valve with 
necessary piping configuration have been installed. 

4 .  These improvements have increased the cr2acity of 
the system and improved its. reliability. Hydrogen 
sulfide or sulphur water complaints have been reduced. 
There has only been one unscheduled service outage, since 
the beginning of 1991, and then only for LiLteen minutes. 
except in connection with. testing by the volunteer fire 
fighters. 

5. The system now operates at a consistent pressure of 
6 5  pounds Per s w a m  inch thromhout the svstem. The 

.I 

company has takeh required ampies in a tinhy-manner; 
except Cor the third well, and has passed all water 
quality testa. 

3 9 .  'Plant in Service. should be reduced by $647 far 
leasehold improvements. SGIUand the law offices of Gene 
Brown, P.A. share J. leasehold, each occupying 50 percent 
OC the apace. Leaeehold-improvements attributed to plant 
in service irr the amount of $1,295 should, be adjusted to 
reflect Only the portion of the leasehold allocated to 
utility use. 

40. Affiliated companies use space at the law f im OE 
Gene Brown. P . A .  A l l  of the furniture and Borne equipment 
used by SGIU belongs to an affiliate. 

50. Pro forma adjustments should be determined baaed 
upon the merits of-the progr- they are designed to 
implement. 

51. 
most ocher Class B Utilities. 
this is true. 
the coec or providing service, auch as: 

A .  

SGIV expenses are not comparable to the expenees of 
There are mny reasons why 

SGIU haB some Unusual Leaturea that add to 

SGIU's service aria is on a barrier island. 
Ita water BOUrCe is on the mainland. miles 
rron-its nearest customer. The service area 
itselL i s  lony  and narrow. SGIU hae a long 

distribution eyetem for utility of its 
customer base. 

The volume of water that SGIU needs to provide 
is cyclical. There are three peak demand 

. days. The reat of the time the capacity of 
the system is used only to a fraction of its 
capacity. Thue, SGIU needs to maintain 
facilities and capacity that are needed only a 
fer daya. 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 customere within its 
service area who request it, and therefore 
must extend lineafor long distances, passing 
by developed properties with potential 
customers who do not chooee to use the system. 

D. Because of the number of private wells. SGIu 
has significant Cross-connection problems, 
necessitating a costly program to ensure that 
private welle do not endanger the integrity of 
the system and the safety ae the: product. 

E. SGIU's service area is a barrier island. Its 
equipment is subject to the corroeive effects 
of a coastal environment. 

P. SGIU. Serves a developing. area. There is a 
need for negotiation of and execution of 
contracts such a8 developer agreements that 
increase the cost of legal services for SGIU 
as compared to utilities that 8e-e built-out 
c o m n i  ties. 

8 .  

c. 

.~ 

52. 
the infrastructure or the utility and operating the 
utility. There are few other utilities that share this 
range of features. 

A 1 1  of these factors add to the cost of maintaining. 

58. Many witneeees acknowledged the importance of its 
operations manager. Hank Garrett, and the desirability of 
keeping him there. SGIU needs all of its present full. 
time employees to in order to continue providing adequate 
service and in order to continue improving its sewice. 
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60. Mr. Garrett and a single assistant operated the 
utility without the second assistant for a period of 
time. These two employees are now on call seven days 
every week, 21 hours every day. 

61. The list of duties of these employees has increased 
. in recent years on account of Department of Environmental 
. Protection testing requirements; increased bookkeeping 
.-: responsibilities; maintaining the cross-connect program; - leak detection and repair; on going maintenance; and 

flushing of the distribution system, which takes several 
hours  eve^ day. This dailv flushino becomes even more 

1 important Hnd time consumin$ in win& months when lese 
water is pumped to customers. 

67. SGIU neede legal assistance to ensure that legal 
matters and legal documents are adequately drafted. It 
also needs ongoing legal support to ensure that 
responsibilities impmed by regulatory agencies are met. 

77. SGIU's unaccounted for water is not excessive. It 
is within normal ranges. No adjustment for "chemical, 
purchased power" expense item is justified. 

86. 
and improving service provided by SGIU. 

All of these studies .are important to maintaining 

87. At the conclusion of the last rate case, the 
. Commission directed SGIU to implement.neu programs. SGIU 
.. undertook to imolement imorovements on its own initiative .. ~~~~~~ ~ ~~ 

in addition to.improvem&ts mandated by the Comnisslon 

: 8 9 .  
' '  service that would meet fire protection standards. 

Many SGIU customers want SGIU to provide a level of 

2 .  

3. 

90. A study is needed so that SGIU can determine the 
most effeccive means of providing tire protection 
service. 

The following proposed findings Of fact Sie adopted: 42, 47, 
5 5  list sentence). and 91. 

The following proposed findings of fact are rejected for the 
reasons stated: 

a. Unnecessary or imnaterial: 2 ,  8 ,  10, 11. 20-24. and 2 6 .  
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b. 

d. C. 

1. 

2. 

3. 

4. 

5. 

Unsupported by the competent. substancial evidence: 2. 6 .  
7. 14, 15, 17, 19, 25, 27,  28, 3 3 ,  3 4 ,  35, 36. 37, 3 8 ,  
41, 43, 44, 45. 55 (2nd sentence); 62, 64, 65, 70, 71, 
72, 73, 74, 75, 7 6 .  78, 79. 80. 8 2 ,  8 3 ,  85, 9 2 .  93. 9 4 ,  
95, 9 6 .  97, 9 8 ,  99, 100, 101, 102, - 103, and 104. 

Argumentative: 9 ,  12, 13, 16. 18. 27, 2 9 ,  30, 31, 32, 
33, 49. 53, 5 6 ,  57, 59. 63. 68, 6 9 .  81. 8 4 .  and 8 8 .  

Conclusory: 2 9 .  46, 4 E ,  54, and 66. - 
The Comnission has the jurisdiction to determine the 
appropriate rates and charges for St. ~ e o r g e  Island. 
Utility Company, Ltd., under sections 367..081 and 
367.101, Plorida Statuteo. 

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

The doctrines of administrative res judicaca and 
collateral estoppel do not foreclose the Conmission from 
reevaluating the issue Of original cost. 

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

Purm'Int to Rule 25-9.001 (3). Florida Administrative 
Code: the rates and charges approved herein shall not be 
effective until filed with and approved by thia 
Codseion. i .  

Upon consideration. it is 

ORDERBD by the Florida hlblic Service Comnission that the 
application of St. George Island Utility Company. Ltd., for 
increased rates, is granted, in part, as set forth in the body of 
this Order. It ie further 

ORDERED that St. George Island Utility Company, Ltd., shall be 
authorized to collect the rates and charges approved herein for 
service rendered on or after the stamped approval date on the 



ORDER NO. PSC-91-1383-FOP-HV 
DOCKET NO. 940109-WU 
PAGE 7 7  

ORDER NO. PSC-94-1383-POF-HV 
DOCKET NO. 940109-WU 
PAGE 18 

revised tariff pages. provided that its customers have received 
notice of the revieed rates and charges and the.reasone therefor. 
It is further 

ORDEReD that, prior to it0 implementation of the rates and 
charges .approved herein, St. George Island Utility Company, Ltd.. 
shall submit tariff pages revised to reflect the ratFB and chargee 
approved herein. It is furthor 

ORDERED that. prior to its implementation of the rates and 
charges approved herein, St. George Island Utility Company. Ltd., 
shall submit to StafC a proposed notice to its customers of the 
rcviaed rates and chargee and the reasons therefor. It is further 

ORDERED that the revised Lariff pages will b e  approved upon 
Staft's verification that they are consistent with o u r  decision and 
upon StafC's approval of the proposed CUBtomer notice. It is 
furchnr 

ORDERED that St. George Island Utility Company, Ltd., shall 
provide proas that notice w a s  given to its customers no later than 
ten (10) days after notice is served. It 2s further 

ORDERED chat St. George Island Utility Company. Led.. shall 
establish. and place all service availability chargee hereafter 
collected into. a c-erclal escrow account. It is further 

ORDERED that, before funds may be released from the service 
availability charge escrow account, the account administrator shall 
receive: a written request for release Of such funds from St. 
George Island Utility Company, Ltd.: written approval of each 
diebursanent and the amount thereoL from this Comniesion: an 
affidavit from St. George Island Utility Cmpany, Ltd., atating the 
name8 of all partiee owed and the amount owed to each; a lien 
waiver from each party owed, and; evidence of proper payment of all 
prior disbursements. It is further - 

OUDERED that St. George Ieland Utility Company. Ltd., shall 
Cile a monthly report with this Camission detailing the monthly 
collectione of service availability charges a s  well as the 
aggregate amounc. It ia further 

ORDERED chat St. George Island Utility Company. Ltd.. shall 
submit to Staft. On or before January 5 ,  1995. evidence that it has 
established an externally managed pension plan. It is further 

ORDERED that St. George Island Utility Company, Ltb. ' 5  pension 
plan shall explicitly provide that, should St. George Island 

Utility Company. Ltd., fail to properly fund the plan, the pension 
manager shall inEom thia Comnission. It is further 

ORDERED that St. George Island Utility Company, Led.. shall 
submit to this Commission. on or before January 5 ,  1995..copies of 
its insurance. COntraCtB and/or policiee. as w e l l  as canceled Checks 
for the premiums. It is eurther 

ORDERED that St. Gaorge Island Utility Company, Ltd., shall 
keep general liability and workers compensation insurance in effect 
and pay its insurance premiums in a timely manner. It is further 

ORDERED that St. George Island Utility Company. Ltd.. shall 
hereinaften keep accurate mileage records. It is further 

ORDERED that St. George Island Utility Company, Ltd., shall 
submit a copy OC the Northwest Florida Water Management District's 
decision on its application for a revised consumptive use permit. 
It is further 

ORDERED that, if the NorthweBc Florida Water Management 
District approves ita application for a revised consumptive use 
permit, St. George Island Utility Company, Ltd., shall report the 
revised mximum number of equivalent residential connections. The 
report shall include a reconciliation of M r .  Biddy's. Mr. Thomas'. 
and the Department of Environmental PrOteCtion's positions on the 
maximum number of equivalent residential connections. It is 
further 

ORDERED that. Once Mr. Thomas' sv9tem analysis Is completed, 
St. George Island Utility Company. Lid.. shall file a copy with 
both the Department of Environmental Protection and this 
Camnission. including a detailed plan to add capacity. It is 
further 

ORDERED that St. George Island Utility Company. Ltd.. shall 
prepare and submit a complete permit application addressing the 
issue of capacity to the Department of Environmental Protection, 
with a copy to this CMIOisQion. by January 1. 1995. If st. ~eozge 
Island Utility Company. Ltd.. is not able to meet this deadline, it 
shall notify this Comnission. by January 1, 1995, of the reasonS 
therefor and the expected date of completion. It is further 

ORDERED that, since its consumptive use permit application 
should be resolved soon. St. George Island Utility Company, Ltd., 
shall incorporate a. discussion of the m i m u m  number of equivalent 
residential connections, reconciled as discussed above. in its 
capacity plan and permit application. It is further 
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ORDERED that St. George Island Utility Company. Ltd.. shall 
incorporate a discussion Of fire Klow in its capacity plan and 
permit application. It is further 

complete its fire protection study by January 1. 1995. It is 
f UT ther 

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

ORDERED that St. George Island Utility Company. Ltd., shall 
file a copy of ita fire protection study with this Comniseion, and 
provide notice to its customera that the study is available at its 
offices for  review. It is rurther 

ORDERED that, no later than one month prior to the expiration 
of the four-year rate case expense amortization period, St. George 
Island Utility Company, Ltd., shall file revised tariff pages 
reflecting the removal Of rate case expense from the approved 
rates. It ia 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 Company, Ltd., shall file a proposed customer 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 c a m  expense reduction in conjunction with a 
price index or paes-through rate adjustment, separate data shall be 
filed for the price index and/or pass-through increase or decrease 
and che reduction in the rates due to the removal of rate Case 
expenee. 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. It is further 

ORDERED that this docket shall remain open until St. George 
Island Utility Company. Ltd., submits the required pension plan 
documentation, insurance documentation, the fire protection study, 
proof that the tank maintenance and pipe cleaning are completed or 
under contract, its revised coneumptive use pennit, and its 
capacity plan and Department of Environmental Protection permit 
application, as required by this Order. This docket shall also 
remain open until the service availability charge escrow 
requirement has been released. 
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By ORDER of the Florida Public.Service Codasion, this &h 
day of November ,-. - L 2 . L  I 

U 
Bwwm s .   BAY^, Director 
Division of Records and Reporting 

( S E A L )  

RJP 

OF FUBT HER E W X E Q L P G S  OR JlIILICI AL REVIEW 

The Florida Public service C d s s i o n  is rewired by Section 
120.~914). Florida statutes, to notify parties -of any 
administrative hearing or judicial review of Comission orders that 
is available under sections 120.57 or 120.68. Florida Statutes. as 
;ill as the procedures and time limits that  apply. This notice 
should not be construed to mean a l l  requeets for an administrative 
hearing or judicial review will be granted or result in the relief 
Bought. ' 

Any party a*vereely affected by the Commission's final action 
in this matter d y  request: 1) reconsideration of the decieion by 
filing a motion for reconsideration with the Director. Division of 
Records and Reporting within firteen 1151 days of the issuance of 
this order in the form prescribed by Rule 25-22.060. Florida 
Administrative Code; or 2 )  judicial review by the Florida Supreme 
court in the came of an electric. gas or telephone utility or the 
Pirat District court Of Appeal in the . c a s e  Of a water and 
wastewater utility hy 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 m u m  be completed within thirty 1301 days after the is8Uance 
of this order. DUrsUant to Rule 9.110. Florida R u l e s  of Civil .. ~~~~~ 

Procedure. 
n u l e  9.900 (a), Plorida Rules of Appellate Procedure. 

The Lotice of appeal must be in the form specified I n  
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?.GEORGE ISLAND U r I L k  CO. 
ZEDULE OF WATER R A E  BICSE 
3 W R(DED DECEhiBER 31,1792 

S(3IEDLXE NO. 1-A 
DOCXETNO. 940109-WU 

.TEST YEAR ADJUSTED . . . . .COMMISSION 
PER TESTYEAR U)MM.SSIOh ADJUSTE9 

COMPONENT LmUM ADJUSTMEhTS PER UTILITY' ADJUSTMENTS TEST YEAR 

u n m  PVWT IN SEWICE $ 2.475.0815 110261 5 2.:&,342$ (324,345)s 22B3.997 

?LAND 31.522 23.276 '. . 54.818 10.516 . 65,- 

3 NON-USED & USEUL COMFONWS ? P 0 (82.a35) 

i CWlP 105.828 (105,828) 0 0 0 

5 ACC2MUUTED DEPREC'ATION V36,847) 223 r36.624) (5i.460) n?4,084) 

5 ct4c (988.742) (11,110) (959.852) (236907) (1,293,7533) 

7 ACCUM .WORT OF CUC 132277 6,553 138,833 41.879 1 80.7 1 2 

I ADVPNCES FORCON~TSJ~TICN (78, f f iZ)  0 P8.€62) i s w w  (131.630) 

3 DEFF-D EYSENSES 0 0 0 0 0 

I W O W N G  CAW& ALLOWANCE 35.113 30.508 65.81 (19.630) 45,7¶1 - - -__-- _- -- 
RATE BASE 5 975.390 5 U . B 6  S 1,023,2765 (781.4W)S 247.876 

-=E===_==_ ===__=== ---------- =====E=== ===x=== 
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r. GEORGE ISLAND UTILITY co. 
D N S T M E N T S  TO RATE BASE 
3ST YEAR ENDED DECEMBEP. 31, 1992 

SCHEDULE NO. 1-B 
DOCXET NO. 940109-W 
PAGE 1 OF 2 

EXPLANATION WATER 

PLANT IN SERVICE 

A. i o  reduce for lack ofsuppon (AE d 5) Stip No. 1 
8. To reduce to! lack of lupporl for 3rd well (AE #9) Stip No, 2 
C. To :educe for duFlicadve recording (AE d10 acct330.4) Stip No. 3 
D. To remove costs associated with siorase lank (AE #lo) Stip No. 4 
E. To increase for "on recording of retired copier (AE d 8 )  Stip No:5 
F. To reduce for pump retirement Well $1 (AE R8) S t i ~  No. 5 
G. To reduce for gump r e d r m s n t  Well *2 (AE #a) Stip No. 5 
H. To reduce far rcurcment of copier (AE +E) Stip No. 5 
I. 70 reduce fortraniporladon expenses and cost reductions (AE R7) Stip No. 6 
J. To increase for Src hydrams not reccrded Slip No. 10 
K. To detresse far non ruppott (AE #6) Slip No. 15 
L To increase for w'lity's new generator (A€ R? 1) Stip No. 16 
M. To reduce for otisinal cos1 adjustment in Issue No. 2 
N. Reduce cnginecn'ng design fees (AE dl 4) Issue No. 3 
0. To iedute for leaiehold improvemen:i Issue No. 4 
P. To reduce general plamfor use by aiSfiates I S S U E  No. 5 
Q, To increase for 1993 growth Issue No. 7 

NET ADJUSThiENT . 

. . . . . . . . . . . . . . . . . . . . .  

LAND 

A. To reduce for non related charges ( A i  #a) Stip 87 
3. To increase for growth adjustment I J I U C  No. 7 

NET ADJUS>ENT 

___--_______------ 

NON-USED AND USEFUL COMPONENTS 

To increase for liner in plantadon Stip No. 20 
__-----____------- 

ACCUMULATED DEPRECWTlON 

A. To reduce for removal of rtorgc tank (AE Rl2) Stip 4 
8. To increese for rsdrcncm of copier (AE R8) SHp 5 
C. To decrease for retirement of pump far well no.1 (AE #a) Stip 5 
D. To dacrcue for ndiement of pump for well no. 2 (A€ Sdp 5 
E. To dccresJe for rstirsmem of copier (AE #6) Slip 5 
F. To corned dsprsciadon anor (AE 419 Slip 1 1  
G. To dccrcre for rdjuslmsnf ang fees (AE 614) Issue No. 3 
H. Ta i nweex  for growth adjusimsm Issue No. 7 
I. To decrease for rate change (Sup 414) 

NET ADJUSTMENT 

R.060 
1876) 

F.370) 
(12.518) 
1,575 
(T029) 
(10.578) 

(3.654) 
(3.098) 
13,423 
(12.565) 
1,941 

(379.948) 
i21.000) 

(647) 
(562) 

115,428 

S (324,345) 

(570) 
1 1  $e6 

$ 10,516 

f (82.285j 

I ,  629 . 
(1 68)  

2 on 
3.866 

972 
(10.327) 
1.470 

(59.543) 
3.564 

f (57,4551 
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,T. GEORGE ISLAND unLm co. 
.DllJSTMEN,TS TO RATE BASE 
E S T  YEAR & D E D  DECEMBER 31, 1992 

SCHEDULE NO. 1-6 
D O C K E T N O .  940109-WU 
PAGE 2 CF 2 

. .  

R 
. .  

C.I.A.C. 

A. Increase for h n d s  received from Volunteer Firg Dept - Slip No. 10 
8. To increase per growth adjuSIment Issue No 7 

NET ADJUSTMENT 

------__--__ 

ACCUMULATED AMORTlZATlON OF C.I.A.C. 

A. To reflect adjustment for tunds rgcsived from Volunteer Fire Dept - Stlp No. 10 
8. To refect corredon to summary records (AE g16) Slip No. 12 
C. To increase per growth adjustment l s u e  No. 7 

N E T  ADJUSTMENT 

ADVANCES FOR CONSTRUCTlON 

A. To reflect correc:ion 10 D N R  balance (A€ $20) Slip No. 10 
8.  To increase for b n d s  received from Homeowners Issue No. S 
C. To decrease per growth adjusrrnent Issue No. 7 

N E T  ADJUSTMENT 

-----__--____L--__---. 

WORKlNG CAPITAL ALLOWANCE 

To ref len adjustment IO O&M Expenses 
-- --_--__---. 

(29,7521 
(267,148) 

J L  (296,907) 

2,702 
10 ,63  
28,542 

$ 41.879 

9.257 
(65,000) 
2,n5 

$ (52.968) 

5 (19,8301 
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T. GEORGE ISLAND UTILlTY CO. 
EST YEAR ENDED DECEMBER 51,1992 
CUEDULE OF PLANI BY PRIMARY A C C O W  

SCHEDULE NO. 1-C 
D O C W  NO. 940109 

~ ~ ~ ~ 

EAR-ENDED BALANCES 

. 
V n L t T Y  ORIGINAL om= A W U S T E D  

CCT P E R  C O S T S  CCMMISSION PE? 900K 
IO. A C C O U N T T m E  9 0 0 K S  A D J U S T M E W S  AWUSTMENTS BAL4hCE 

04.2 Slmctures & Improv. 
07.2 Wells &Springs 
09.2 Supply MA- 
70.2 Power Generab’on.Fquipmen1 
11.2 Pumping E q u i p e n 1  
a3.3 Land & Lmd Rights 
20.3 Water T r e m e n t  Equip. 
03.4 Land & Land Wghs 
30.4 Distr. Res. & SlandFipes 
31.4 Trans. & Distr. M ins  
33.4 Services 
m . 4  Meters &Meter Inst. 
S . 4  Hydrants 
W . 4  Other Plant & Misc. Eq. 
W.5 0 th  Furnibre & Eq. 
143.5 Tools, Shop &Garage Eq. 
617.5 Miscel lmous Equipment 

-0TAL 

47.aoi 10,667 

227.325 129.325 
ia7.358 (3 1 ,672) (1 1.247) 

60.661 
63.920 (4.2e61 

5,000 
23,270 (9.619) 
60.904 

37 1.74 1 (49.56a) 
1.368.538 (430,269) 

166,776 (061) (521) 
88,095 1349) (487 
74.274 2.237 13,372 

13.966 (3.186) 

5.302 14.137) 

2.767.412 (379, 947) (60.09s) 

51 4.767 

441 

~ --- - -. 

5 8 , a a  
144,237 

. 353.95s 
62.417 
42.112 

5.000 
12.732 
60.334 

2 e e . a  
938.219 
167.294 
a7.259 
89.683 
4.818 

10.798 
441 

1.165 

2,327,370 

c 
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Comparison 01 Plant horn (he Blnhop 1978. Blrhop 198% and Caloney 1988 Studlea 

1978 1982 ~ 1988 
Blihop Blrhop ( >lamy 

weu x i  yet yes . res 
Well x2 NO Na Yes 
PVC Supply Mains Y ~ S  YSS res 
Oudle Iran Plpe Supply Main 13,078 13,078 13.076 
Wale, lraalmanl Plant Y e s  Yes Yea 
Ground Storage Tank Ye3 Yes Yes 
Pumping stalion yes res YBI 

20 hp Hlgh Senice Pump Y e s  Yes Yer 
50 hp Hlgh Service Pump Na Yes Yes 

PVC Waler Mah (Erdudlng supply rnalns) 
2' 0 15,225 69,375 
4' 0 4,590 7 , 4 n  
6. 23.617 59.092 98,381 
8' 24.394 49.891 4s.a91 
1W 0 0  0 
IT 155 1,095 

Gale Vahes 
2' NIA 63 

F i e  Hydmnlr 

4' 
6' 
8' 
IW 
ir 

NIA 11 
30 NIA 57 
15 NIA 78 

NIA 
1 NIA 4 

9 45 89 - 
Flush Stand 

2' 3 
6' 

SOWkB. 
518' 

1 . 
1.5' 
T 
3' 
4. 
6 

Auxilflscy Generator 

18 

0 141 648 
0 0  3 
0 0  1 
0 0  2 
0 0  1 
0 1  1 
0 1  I 

0 0  1 



' d u o  
Schedule 1-0 
Pegs 2 01 0 m G $  

, I  m y  
m z  
2 0  n. - 

'd 
W [ l l  

0 1  

P W  
O l b  
w t  
I P  

Eellmated Length of PVC Plps (H) (Exoltlding.Ihssupply melns Ia rWsl l  II) 
(lhelenglh olplps lorlhs years 1879-1881 wasesUmnled b~laklng~liedl~arsncelnplpelengV, between 1U78snd 1982enddlvldlng by lourso lhsl 
equal lnoramanls ofplpe was added In lhoaa years. Thls esme rnelhodology was used lo ssUmalm plps length for Ule years 1803--1907.) 

. . .., .; 
Year I976 1077' I976 1979 1880 1981 1902' 

133 2& Hsndy-Whllman Index i? I04 I 07  111 121 I31 141 

2' 

4' 

0. 

0. 

Io' 

12" 

Totel 

Flre HydrMls 

? 

Yeor 
Handy-Whllrnen rY 

3.808 

1.148 

32.408 

30,768 

0 

166 

60.303 

I8 

7,013 

2,295 

41.355 

37,143 

0 

155 

68,560 

27 

I903 iea4 198s IS08 1987 ' 1908 
167 148 I 4 4  142 144 144 - 

2' 24,250 33,279 42.3MT 51.325 

4. 6,071 5,652 0.034 0.516 

0' 05.307 7 1,522 77,737 03.951 

0' 48.091 49.091 49.091 49.091 

lo' 0 0 0 0 

12- . 312 160 825 782 

Tolal 144,031 160.700 170,500 192,464 

Fire Hydranls 61 58 62 68 

> ,: 



. z6p'BozT 

LswL'els 

0 .* 0 2 3dtd 3Ad 

911 
9LL 
9Ll 
9L1 
111 

9L1 
9Lt 
9Ll 
9LL 
9LL 
9Ll 
111 
111 

vm 161 
ZSl 

08'02 c6L9 
SCS urn1 

lK3WddV dOHSl8 8L6L 30 SUM lVN13RiO 
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Schedule 1-D 
Peg8 5 01 6 

Esllmaled Orlglnal Cas1 of ThQ Syslom nnd Flre'llydranls 

PVC PQs (No eqpullonances) 
2' 
Blshop 1878 
Elshop 1902 
Colonoy -- 
Average 01 Olshop 1870 nnd 1982 
4. 
Olshop 1870 
Elshop 1982 
Colonay . 
Average 01 Blshop 1970 and 1902 

Olshop 1978 
9lshop 1802 
:01oney 
\versgeol Blshop 19708nd 1982 
1' 
Ilahop 1978 

:olonsy 
\vorege 01 Blshop 1978 and 1902 
IO. 
318hoD 1878 

:, 

6' 

3lehop 1902 

- .- 
?lahap 1882 
:olonoy 
\veroge of Blnhop 1878 and 1982 
: 7. - 
Ilahop 1870 
Ilshop 1882 
:olanoy 
\versgeolBlihop 1978 and 1902 

1878 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

0 
0 
0 
0 

1877 1878 1879 1880 1981 1802 

0 0 
0 0 
0 0 
0 0 

0 0 
0 0 
0 0 
0 0 

5,028 
5.928 

11.984 
5.928 

2.348 
2,340 
0.028 
2.348 

8.410 0,808 8.081 

12.985 13.870 13.183 
0.410 8.808 o.oni 

8.418 om18 a,eoi 

2.542 2.738 2,039 
2.542 2.738 2639 

2.542 2,738 2.039 
0.524 7,022 8.024 

o 7.9.755 31.420 34,017 38.ei4 34.530 
0 58.285 23.040 24.845 28.049 26.897 
0 160.180 81.481 00.582 71,043 07.570 
0 80,620 27.230 28.481 31.731 30.218 

0 130,508 37.173 40.247 43.318 40.881 
o 88.549 28.358 30.700 33.013 31,071 
o 1~2.738 s4.900 58.438 03.875 00.345 
0 115,028 32.785 35.473 38.181 30.380 

0 0 0 0 0 0 

0 0 0 0 0 0 

0 2.118 0 0 0 0 
0 2.118 0 0 0 0 
0 2.154 0 0 0 0 
0 2.118 0 0 0 0 

I903 

18.232 
18,232 
38.888 
18.232 

1.270 
1.270 
3.278 
1.278 

20.588 

55.901 
24.159 

20.848 

0 
0 
0 
0 

0 

0 

3.025 
3.028 
3.000 
3,025 

1884 1985 1988 1907 1880 

18.855 18.723 10.491 18.723 18.723 . 
18.855 18.723 18.491 18.723 18.723 
34.314 33.844 33.374 33.844 33.844 
18.955 16.723 18,491 18.723 18,723 

1.188 1.172 1,150 1.172 1.172 
1.100 1.172 1.150 1.172 1.172 
3.049 3,007 2,988 3,007 3.007 
1.188 1.172 1,150 1.172 1.172 

28.507 28.203 25.838 20.203 28.203 
18.402 18.215 18.948 19215 18.215 
51.904 51,272 50.580 51.272 51.272 
23.024 22.709 22,384 22.709 22.709 

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 

0 0 I 0 0 

2.013 2.774 2.738 2.774 2.774 
2.014 2.775 2.737 2.775 2.775 
2.064 2.025 2.705 2.825 2.025 
2.813 2.775 2.730 2.775 2.775 

isllmalad Orlglnal Coal for Tho malne (Ili'oludlncl the 11% 101 appurtsnansss. Olshop'r costs don't Include Ihe englnserlng and sdmlnlslrallve sol7 cosla.) 
Told 

llshop 1878 
Ishop 1802 
:oloney 
verage 01 DIshop'e 1878 and 1982 

0 0 232,840 85.411 82.470 98.529 04.110 68.782 52.804 52.001 51.357 52.081 52.001 921.351 
0 0 175.502 88.302 71.781 77,281 74.521 48.317 44.832 44,317 43.701 44.317 44.317 735.288 
0 0 3E3.429 148.337 1111.078 174,020 104,147 110.178 102.458 101,055 88,851 101.055 101,055 1,848,082 
0 o 204,074 78.057 o 2 . m  1in.395 84,315 s2.sso 4~.888 4 8 . 1 ~  47.529 48.1~0 4 t t . i ~ ~  828,309 

allmsled orlglnal Coat 01 tlydranls (elshop coals do not Include anglnssrlng and admlnlslrallvs son costs) 
Ishop 1978 0 0 8.524 6.835 7.353 8.043 8.319 8.238 5.120 8.421 0.887 8.881 0.881 75.309 
lbhop 1902 0 0 4.941 5.178 5.580 8,081 0.300 4.723 3.878 4.082 5.071 5.211 5.211 57.031 
oloney 0 o 7.390 7.740 8.335 8.117 8,430 7.070 6.004 7 . 2 ~ 8  7.591 7,800 7,800 05.370 
versge al illahap 1970 and 1802 0 0 5.732 6.003 8.400 7.087 7.310 5.480 4,499 5.841 5.884 8,048 0.046 88.170 

Total 



M A m  PMNl ADMllONS W m  
1901 I982 1083 1004 1085 1088 I087 1088 TOTAL 1078 1077 1078 1079 1980 

545,9281545,0261 787.828 808.008 l,OO?8Ol I l.1254’25l l,244,l58l~,34l,l82l 1,4453281 1,557,7091 1,844,5741 1,731,164 

TMGIBLE PUNT 
1.1 OronnbaUon 
2.1 Franchhar 
9.1 Omsr Plan1 LMlic. 

WRCEOFSUPPLY hPUMPlNG 
3.2 Land h Land Rlghla 
4.2 Slruclures h Irnprw. 

8.2 Lake. nksr LOlliar 
7.2 Welb h.Spilmja 
8.2 lnflb. Gallaflunnsb 
9.2 SupplyMalm 
0.2 Power Ginsrallon Equlprnsrt 
1.2 Purnplng Equbrnsnl 
?.2~OlhorPlsnl hMlao. Eq. 

5.2 Coilact h Impound. Re& 

1,795.3W 1.7a5.383 

tTERTRUlUENTPUNT 
1.3 Land h Land nlghla 
1.3 Swelurssh Irnprw. 
1.3 Waler Trealrnart Equlp 
1.3 Olhsr Plan1 hMlaa Eq. 

9NSMISSION h DISTRI8UTION 
1.4 b n d h  LandRlghla 
1.4 SIIUCIUI~I hlrnprw. 
1.4 Dlslr. R s r  h Slandplps. 
1.4 Tranr h Dlslr. Mslns 
1.4 Sawice. 
1.4 Motam h Malar lnal 
5 C Hydranb 
1.4 Mhsr Plml hMlso. Eq. 

NERACPLANT 
1.6 Land h Land Alphla 
I 5  ShUoIUm h Irnprw. 
1.5 ofllco FurrlNrs h Eq 
1.61 Cornpuler Equlp 
1.5 Trsnipottnlbn Equlp 
!.5 Slores Equlprnsrt 
1.5 Tmla, Shop h b r a g o  Eq. 
1.5 Labontoly EquPrnsnt 
i 5 POWOI Oparalsd Equlprnanl 
1.5 Cornrnankdllon Equlprnsrt. 
‘.5 Mlrcsllaneous Equlprnsnl 
1.6 Olhsr Tangbls Plan1 

LNllONS WNNO WNl 
TAL P I A M  IN (IEWICE 



ST. VEOROE ISLAND U T I L I T Y  CD. 
CAPITAL STRUCIURE 
TEST Y@AR ENDED DUCEMLIER 31,1992 

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

1 LONG TEFM DEBT 

E SHORT-TERM DEBT 

1 PREFERRED STOCK 

1 COMMON EQUITY 

I CUSTOMER OEW31TS 

' DEFERRED ITC'S 

I ADD NEQ EQUITY 

I TOTACCAPIfAL 

5 3,940,451 90.94% 7.66% 

377.118 0.70% 12.17% 

0 O.W% 0.00% 

0 0.00% 0.00% 

15,388 0.38% 8.00% 

0 0.00% 0.00% 

0 0.00% 0.00% __-_______ ________- -__  
0 4,332,953 1W.0096 

s . I P P D m m I . . s P  --__=- 

8.90% 

1.06% 

0.00% 

0.00% 

0.03%- 

0.00% 

0.00% 

$ (3,720,916)f 219,535 88.57% 7.29% 6.48% 

(384.160) 12,956 5.23% 9.90%. 0.52% 

0 0 0.00% 0.00% 0.00% 

0 0 '0.00% 0.00% 0.00% 

0 15,300 6.21% 6.00% 0.37%. 

0 0 0.00% 0.00% 0.09% 

0 0 0.00% O.W% 0.00% 
_______I-__ __________ ____--_ _--___ 

s (4,085,077)s 247,878 100.00% 7.35% 
E'PI.--m-n-PP _*_=_sn=P_ =_=_-=PI .z=_=jiP=n. 
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ST. GEORGE ISLAND UTlUTY CO. 
ADJUSTMENTS TO CAPITAL STRUCTURE 
TEST YEAR ENDED DECEMBER 31,1992 

SCHEDULE NO. 2-8 
DOCKET NO. 9401 09-WU 

1 LONG TERM DEBT (118,996)s 0 $ (3,601,920) S (2,720,916) 
I 
2 SHORT-TERM DEBT 

3 PREFERRED STOCK 

(iSi,593) 

0 

b 

0 

(21 2,567) (364,160) 

0 0 

4 COMMONEQUiTY d 0 0 0 

5 CUSTOMER DEPOSES 0 0 0 0 

6 ACCUM. DEFERRED INCOME TAX ' 0 .  0 0 0 

f OTHER (Explain) 0 0 0 0 ---------- -_-_-----. __L_____. 
8 TOTAL CAPEAL s (270,589)$ 0 $ (3,814,488) $ (4,085,077) _________- _-__-L-- i ,  L________. _-_----- _- ---_- _- ___ 



ST. OEOROB ISLAND UTILITY CO. 
STATEMENT OP WATER OPERATIONS 
TEST YEAR ENDED DECBMBUR 31.1992 

SCIIEDULB NO. 3-A 
D O C m T N O .  94OlC?-WU 

1 OPEWTINO REVENUE8 

OPERATING EXPENSES: 

2 OPERATION AN0 MAINTENANCE 

3 OEPRECIATION 

4 AMORTIZATION 

5 TAXES OTHERTHAN INCOME 

0 INCOME TAXES 

TTOTAL OPERATINO EXPENSES 

0 OPERATINO INCOME 

0 RATE BASE 

RATE OF RETURN - 

, 14,074 $$p<.p~#ppy$ t 317.843 $ 424.875 t 742.718 t (302.780)S 340.040 $ ".<::::b,:c; .... ..,. i.. .. .? ----------- ----_-_---_ ___________ 
32.85% 

t 280.007 $ 244,'088 S 524.073 S (158.842)S 388,331 t s 388.331 

30.020 (308) 39,820 (17.225) 2t.403 21.403 

0 41.452 41.462 (10,005) 21.587 21.587 

29.328 24.020 53.348 (21.108) 32.238 6.174 37.412 

0 

.. 
0 0 .  0 0 0 0 .  0 

349.250 S 300.140 $ 858.309 $ (z18.8oo)s 441.539 $ 5.174$ 448.713 

_-_-__----_ __-_______- 

__-___----- -__________ t 
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. .. 

;T. GEORGE ISLAND b I'ILIZY CO. 
LDJUSTMENTS TO OPEFATING STATKVFNTS -. -~ 
F S T  YEAX? ENDED DECEMBER 31,1992 

SCHEDULE NO. 3-B 
DOCEET NO. 940109-WKJ 
PAGE 1 OF 2 

I ' WATER , , ,  .. . .  
. .  .. . I .  ~ 

. ,. . .  .. . ., . .  
; . .  . 
OPERATING REVENUES 

A. To remove the utility's t e n  year revenue request 
8. To refled growth adjustment 
C. To increase miscehaneous seMee charges for growth 

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

NET ADJUSrMENT 

OPERATION AND MAJMNANCE EXPENSES 

A. To reduce sal&es for docsf ion to  affilisfes (issue 13) 
6. To reduce heaHh benefits for allavance for onlytull time employees (Issue is) 
C. To also reduce health bene% for allocation to affiliates (Issue 13) 
D. To reverse allowance for pension plan. (Issue 15) 
E. Increase purchase power for growth adjusiment (Issile 30) 
F. To increase chernicds for growth adjustmenl.(Issue 30) 
G. To reduce test year chemical expense (AE 21) stip No. L 
H. To increase malerials and supplies for growth adjustment (issue 30) 
I. To reduce materials hnd supplies (AE 22) Stip 8 
J. Tr  reduce contractservices-otherfor non supporl (AE 24) Sip 2: 
K Tc reduce contractseMces-engto d jsdow retainer (Issue 16) 
L To reduse contrectseMces-acctto Esallow retainer (Issue 17) 
kd. To reduce contmci services-legd to decrease retainer pstue 18) 
N. To reduce contrsd senices-mgt for retainer (Issue 19) 
0. To decrease comtmctsaMces-other fortank cleaning (Issue 20) 
P. To decrease contract seMces-omCr forsupply main cleaning (Issue 20) 
Q. To decrease conlradseMces-omerfortesting (Issue 20) 
R. To decrease renl for allocation to dfRiGates (Issue 13) 
S. To decrease transpokdion expense (Issue 21) 
T. To decrease imurance expense flssue 22) 
U. To reduce rats case expense Ossue 26) 
V. To reduce had debt expense (issue 24) 
W. To reduce misc sqmnsas for dlaa t jon  to non emietes (Issue 13) 
X. To reduce misc expenses for diralbwance of cellular phone (Issue 25) 
Y.  To rsduce misc elpenses for dsalkwance on non recumng charges (issue 29 
Z To reduce misc expenses for corpcraiCfiiingfee$ Ftsue 25) 
M. To incr&&E misc c x p i n s i i  for growth idjustnibni (Isbue 30) 

NET ADJl!STMENT 

DEPRECIATION 

A. To refled adjustment for removal of siorage tank (s jp  ;e 4) 
E. To refiectadjustmsnttoretira pumpfarWsll  A1 (stip #q 
C. To refled adjustment to retire pump for WeU & (Stip 65) 
0. To reflect adjustmenl i o  retire copier (Si? %s) 
F. To reflect sd:usimentto record contributions from fire dept (stip #lo) 
G. To refed the cone&n of an m o r  @E 27) Slip # 13 
H. To refledthe change in rates [ S p  # 14) 
I. To reflect adjushnentio non usod and useful plant (Stip #29) 
J. T o  refled adjustmerrtto plant for original cost (Issue 2) 
K To r e f i d  adjrulmentfor removal of i n g  design lees &sue 3) 
1. To reflectadjmtmentfor grovIUl (Issue 30) 
NEl ADJUSIMEW 

K To r e f i d  adirulment for removal of i n o  desian lees &ue 31 " .~ ..--., 
1. To reflectadjmtmentfor grovIUl (Issue5O) 
NEl ADJUSIMEW 

(4428.201) 
35.094 

338 

d . (392.769) 

(358 

(519: 
P44' 
298 

5.432 
(8.802 
(3.658: 
(9.385: 
(2.939' 

(351, 

3.301' 
t c1i.225; 
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2. GEORGE ISLAND m.tn m - - - 
LDJ’JusIMEKIs TO OPERATING .TCAEh€ENTS 
3 X C  YEAR ENDED DECEMBER 31,1992 

SCHEDLkE NO. 3-B 
DOCKET NO. 940109-WU 
PAGE 2 OF 2 

AMORTIiATION 

A To reduce request for system m+is 
B. To reduca request for aerator analysis 
C. To reduce request for hydrologid analysis 
D. To reduca request for fire protection study 

kETADJumENT 

TAXES omm THAN INCOME 

A TO remove requested provision lor ws 
B. To adjust payroll taxes to. reflect salary adjustrent 
C. To adjustforperaudfiexcapt28 
NETADJUSNENT 

OPERATING AEYENUES 

Adjustment to reflect recommended revewes 

- TAXES OTHER THAN INCOME 

To reflect W s  related to adjusimnt to revenues. 

* 

$ (19.883 

$ (21,108) 

h 1 14,974 

s 5.174 



r. OEOROE ISLAND UTILITY CO. 
'.PIJRATION AND MAINTENANCE EXPENSES - WATI?R 
EST Yl!AR ENllED DECEMIII!R 31, 1992 

DOCKET NO. 940109-WU 
SCItEDULC NO. 3-c 

11 
13 

14 
10 
15 
16 
10 
20 
3 1  
32 
33 
34 
35 
41 
42 
50 
53 
57 
58 
59 
50 
56 

57 
70 
75 

SALARIES AND WAQES - EMPLOYEES 
SALARIES AND WAGES - 

EMPLOYEE PENSIONSAND BENEFITS 
PURCHASED WATER 
PURCHASED POWER 
FUEL FOR POWER PRODUCTION 
CHEMICALS 
MATERIALS AND SUPPLIES 
CONTRACTUAL SERVICES -ENOR. 
CONTRACTUAL SERVICES - ACCT. 
CONTRACTUAL SERVICES - LEQAL 
CONTRACTUAL SERVICES - MGMT. FEES 
CONTRACTUAL SEHVICES - OTHER 
RENTAL OF BUILOINQIREAL PROPERTY 
RENTALOF EQUIPMENT 
TPANSPOHTATION EXPENSES 
INSURANCE-VEHICLE 
INSURANCE -GENERAL LlARlLllY 
INSURANCE-WORKMAN'S COMP. 

OFFICERS, DIRECTORS, ETC. 

INSURANCE-OTHER 
ADVERTISINQ EXPENSE 
REQULATORY COMMISSION EXPENSES - 

AMORT. OF RATE CASE €XPENSE 
REG. COMMISSION EXPENSES - OTHER 
BAD DEET EXPENSE 
MISCELLANEOUS EXPENSES 

TOTAL OPERATION AN0 MAINTENANCE 

62.879 $ 

0 
4.359 

0 
20.522 

0 
3.099 

15.!33 
4,151 

31,436 
21,010 
48,030 
12.344 
9,092 
7,163 

60,241 $ 

0 
29,997 

0 
404 

0 
0 
0 

1,049 
(8,796) 
2,182 

0 
a5 ,wi  

1,073 
2,633 

123,120 $ 

0 
31,356 

0 
20.926 

0 
3.099 

15,573 
6.000 

22,640 
24,000 
40,000 
97,435 
10,160 
9,796 

119.906 

0 
16,140 

0 
21,834 

0 
3,513 

11,500 
4,041 

16,640 
3.003 

32.000 
50.525 
6,451 
9.796 
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ST. GEORGE ISLAND u n m  COMPANY, LTD. 
COUNlY: FRANKLIN 
DOCKET NO. 940109-WU 
TEST YEAR ENDED: DECEMBER 31,1992 

Residential and General  Service 

B a s e  Facility Charge:  
Meter Size: 

518' X 314. 
< a  

i ii2 
2' 
3' Compound 
3' Turbine 
4' Compound 
4' Turbine 
6 Compound 
6 Turbine 
8' Compound 
8. Turbine 
1V Compound 
1 [Y Turbine 
12 Compound 

GALLONAGE CHARGE PER MG (1,000) 

RESIDENTIAL BILLS - 518' X 314' 

3,000 gallons 
5,000 gallons 
10.000 gallons 

Current  

$14.05 
$35.11 
$70.24 

$1 1237 
$224.74 
$245.81 
$351.16 
$421.39 
$702.31 
-77.89 

$1,123.70 
$1,264.17 
$1,615.33 
$2,036.72 
$3,019.96 

$1.67 

WATER 

RATE SCHEDULE 

$19.06 S 
$22.40 S 
a30.75 s 

Commission 
Approved 
interim 

$15.61 
$39.00 
$78.03 
$124.83 
$249.67 
$273.08 
s390.11 
6468.13 
$780.21 
$975.27 

51,248.34 
$1,404.39 
61,794.50 
$2.26263 
$3.354.93 

$1.86 

SCHEDULE NO. 4 

Utili ty 
R e q u e s t e d  

Final - 

$30.91 
$77.27 
$154.54 
$247.27 
$494.54 
s540.91 

$927.27 

$1,931.81 

Tvpical Residential Bills 

$2.84 

$21.19 $39.43 
$24.91 $45.1 1 
$34.21 $59.31 

Commission 
Approved 

Final - 

$21.49 
$53.72 
$107.44 
$171.90 
$343.79 
5376.03 
$537.18 
$644.62 

$1,074.36 
$1.342.95 
$1,718.97 
51.933.85 
$2,471.03 
$3,115.64 
$4,619.74 

$2.03 

$27.58 
$31.64 
$41.79 



ORDER NO. PSC-94-1383-FOF-WU 
D3CKET NO. 940109-WU 
?AGE 98 

ST. GEORGE ISLAND L m L r P l  COMPANY, LTD. 
COUNTY: FRANKLIN 

TEST YEAR ENDED DECEMBER 31,1992 
DOCKET NO. 9401 09-WU 

Schedule  5 

RATE SCHEDULE 

Schedule of Rate Decrease After Expiratic.nvof 
Amortization Period for Rate  Case Expense 

Water 

Residential and  General Service 

6 u e  Facility Charge (meter size): 
518' X 314' 

1' 
1 lf2 

2 
3' Compound 
3' Turbine 
4' Compound 
4' Turbine 
6 Compound 
6 Turbine 
8' Compound 
8' Turbine 

3 U' Compound 
1 U' Turbine 
1 2  Compound 

Gallonage Charge, p e r  1 ,OOO gallons 

Monthlv Rates 

Commission 
Approved 
-_ Rates 

$21.49 
$53.72 
$107.44 
$171.90 
$343.79 
S376.03 
$537.18 
$644.62 

$1,074.36 
$1,342.95 
si ,7i 8.97 
$1,933~5 
$2,471.03 
'$3,115.64 
$4,619.74 

$2.03 

Rate 
Decrease 

$1.20 
53.00 
$6.01 
$9.61 
$1 9.22 
$21.02 
$30.03 
$36.03 
$60.05 
$75.06 
$96.08 
$108.09 
$138.12 
$174.15 
s258.22 

$0.1 1 
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SCHEDULE NO. 6 -~ 
COMPANY: S i .  GEORGE ISLAND UTILIV CO. 
WATER DlSTRlBLmON PLANT PAGE 2 OF 5 

I TESTYEAR ENDED DECEMBER 31 i q w  _ _ _  .- UUG;KET NO. 940103-WU . . , . -- - ~~ ~ 

$82,285 1. Non-used Plan! - Net 

457 2. Future ERCs  

3. Annual Depreciation Expense $3,658 

1 4. Ra:e of Return 7.35% 

i 5 Weighted Cost of Equity 0.00% 

6. Federal Income Tax Rate 0.00% 

! 

0.00% 

so 
so 

1993 

1 
I 7. State income Tax Rate i 

8. Annual Propeny Tax 

3. OtherCosrs 

I 10. i e s y e a r  

I 1 
j r  
I 

I 
I 
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COMPWY: ST. GZQRGE ISLAND Lmm cc 
WATER DlSTRlBLmON PMhT 
T E S T Y E  ENDEE D E C D I I 5 ~ 3 1 . 1 % ?  

SCHEDULE NO. 6 
PAGE 3 OF 5 
DOCKET NO. 940109-WJ 

Allowance for F a d s  Prudently Invested 
Calwlgtbn of -ng Cosrp for Each mC: 

c o e a c :  
Multiply By Rate of Return: 

Annual Rehlrn Fer W C :  . 

Annud Reduaion in Return: 
(Annsui Depreciajon Expense 
per E X  Times W e  of Return) 

Federd Tax Rate: 
Efiectrve Stafe Tax , b e :  

Total Tax Rate: 

Efiedve Tax on Returi,: 
(Ecuity 9; l imes  Tax Rate) 

Provision For Tax: 
(iax on Retuml(3 --Total Tax We)) 

S82.285 
67 

%i80.05 
7.35% 

~ 

513.23 

0.039: 
O.W% 

0.0556 

Annual Demeciajon --we: 
Future E K Z :  

Annual De?:. C o n  per ERC: 

Annual Fropery Tax Egense: 
Future ERC's: 

Annual Prop. Tax per E X :  

Weighted Cost 0: Equity: 
Divided by Rei<. of Return: 

5: of €cui% in Returr: 

Other Cos%: 
FuTure ERT's: 

Cost p e r  ERC: 

S 3.658 1 
457 

S 

o!  S 
ml 

0.00 I S 

i 
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COMPANY: ST. GEORSE ISLAND u n m  co 
WAlER DlSTRlBUllON PLANT 
TESTYEAR END= DECEMBER 31,1992 

SCHEDULE NO. 6 
PAGE 4 OF 5 
DOCKET NO. 940109-W 

Unfunded Other Costs: 
Uniunded Annual Depreciation: 
Unfunded Property Tax: 

Subtotal Unfunded Annual Expense: 
Unfunded Expenses Prior Year 

Total Unfunded Ekpenses: 

Return on Expensas Current Year 
Return on Expenses PriorYear 
Return on Plant Current Year 
Earnings Prior Year. 
Compound Fmings  from Prior Year: 

Tdai  Cornpoundel Eamings: 
Earnings Expansion Factor for TK' 

Revenue Required to Fund Earnings: 
Revenue ;:iquired to Fund Expenses: 

subtotal: 
Divided by Factor for Gross Receipts Taxi 

ERC Canying Cost for 1 Year: 

1993 1994 19% 1996 1997 

s 0.00 s 0.00 s 0.03 $ 0.W s 0.00 
8.03 8.W 8.03 8.00 8.W 
0.00 0.00 0.00 0.03 0.03 

________ 

- I---- 
$ 8.03 s 8.03 s e n s  8.W s 8.00 

0.03 8.00 16.01 24.01 3202 

S 8.00s 18.01 S 24.01 $ 32M$ 40.M 

0.59 0.59 0.59 0.59 0.59 
0.00 0.59 1.18 1.76 235 
13.23 1265 1205 11.47 10.88 
003 13.23 27.44 426S 59.06 
0.00 0.37 2 0 2  3.14 4.34 

$ 13.82s 28.m$ 43.28s %.E$ 77.23 
1.00 1.03 1 .o 1.00 l.W 

S 13.821 28.03$ 43.28s 59.65s 77.23 
8.03 16.01 24.01 z.02 40.M 

__---___ _______ ~ -_____-- 
________ _____-__ ___--_- ~ -_------ ____--_ - _____-__ -------- 

~ -------- 

-___--- ~ ------ -_ 

-__-____ _____-__ ~ 

S 21.83s 44.04s 67.29s 91.67s 11725 
0.955 0.95: 0.955 0.955 0.955 

a .  
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Petition for interim and ) DOCKET NO. 940109-WU 
permanent rate increase in ) ORDER NO. PSC-95-0274-FOF-WU 
Franklin County by St. George ) ISSUED: March 1, 1995 

t 

Island Utility Company, Ltd. ) 

The following Commissioners participated in the disposition of 
this matter: 

J. TERRY DEASDN 
DIANE K .  KIESLING 

c .  
QRDER ON R E C O N S I D E R A T I O N  

BY THE COMMISSION: 

BACKGROUND 

St. George Island Utility, Ltd. (St. George or utility) is a 
Class B utility providing water service to approximately 993 
customers in Franklin County. For the test year ended December 31, 
1992, the utility reported operating revenues of $314,517 and a net 
operating loss of $428,201. 

On January 31, 1994, St. George filed an application for an 
interim and permanent rate increase pursuant to Sections 367.081 
and 367.082, Florida Statutes. The utility's application is based 
on the test year ended December 31, 1992, for both interim and 
final purposes. St. George requested interim rates designed to 
generate annual revenues of $435,453, which exceed test year 
revenues by $120,935 (38.45 percent). The utility requested final 
rates designed to generate annual revenues of $742,718, which 
exceed test year revenues by $428,201 (136.15 percent). 

On February 11, 1994, the Office of Public Counsel (OPC) 

intervention vas acknovledged by this Commission by Order No. PSC- 
94-0291-PCO-W, issued March 14, 1994. On April 27, 1994, the St. 
George Island Water Sewer District (District) petitioned to 
intervene in this matter. We granted its petition by Order No. 
PSC-94-0573-PCO-W, issued May 16, 1994. 

By Order No. PSC-94-0461-FOF-W, issued March 18, 1994, we 
suspended the utility's proposed permanent rates and granted an 
interim rate increase subject to refund. We also required St. 

served notice of its intervention in this proceeding. OPC'S 
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George to provide a bond in the amount of $34,307 as guarantee for 
any potential refund of interim water revenues. 

The hearing for this matter was held in Apalachicola on 
July 20 and 21, and continued in Tallahassee on August 3, 9, and 
10, 1994. By Order No. PSC-94-1383-FOF-WU, issued November 14, 
1994, among other things, we increased the utility's monthly 
service rates and decreased its service availability charges. 

On November 29, 1994, St. George filed a motion for 
reconsideration of Order No. PSC-94-1383-FOF-WU. On December 12, 
1994, OPC filed a response to St. Gec-gets motion for 
reconsideration and a cross motion f o r  reconsideration. Also on 
December 12, 1994, OPC filed a motion to strike Attachment 3 to St. 
George's motion for reconsideration. On December 27, 1994, St. 
George filed a response to OPC's motion to strike, along with a 
reply to OPC's response to its motion for reconsideration and a 
response to OPC's cross motion for reconsideration. On January 12, 
1995, OPC filed a motion to strike St. George's response to its 
cross motion for reconsideration. On January 19, 1995, St. George 
filed a response to OPC's motion to strike. 

FOTION TO STRIKE ATTACHMENT 3 

St. George included several attachments to its motion for 
reconsideration. Attachment 3 consists of a letter from Les 
Thomas, one of St. George's engineering consultants. On 
December 12, 1994, OPC moved to strike Attachment 3. OPC argues 
that it is not a part of the record for this proceeding, the 
Commission cannot rely upon it, and that it should, therefore, be 
stricken. 

On December 27, 1994, St. George filed a response to OPC's 
motion to strike. St. George argues that the letter is not offered 
as evidence, but *to illustrate the unreliability of the hearsay 
evidence and to demonstrate the sort of testimony that could have 
been elicited on cross examination if direct rather than hearsay 
evidence had been presented." 

Upon consideration, we agree with OPC. The letter is not in 
evidence, and our decision, even on reconsideration, must be based 
solely upon the record. We, therefore, grant OPC's motion to 
strike Attachment 3. 

HOT1 ON TO S TRIKE R EPLX 

As mentioned in the case background, St. George filed a reply 
to OPC's response to its motion for reconsideration. Although the 
Commission's rules do not expressly authorize the reply, they also 
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do not specifically disallow it. Accordingly, OPC's motion to 
strike St. George's reply is denied. 

u 
In its motion for reconsideration, St. George alleges that 

Staff is a party to this proceeding. In its response to St. 
George's motion for reconsideration, OPC rejects that allegation. 
In its reply to OPC's response, St. George cites the definition of 
"party" as "[alny other person, inclucling an agency staff member, 
allowed by the agency to intervene or participate in the proceeding 
as a party." Section 120.52(12)(c), Florida Statutes. 

Although Staff is authorized to act as a party, it is not a 
party. South Florida Natural Gas v. FPSC, 534 So. 2d 695 (Fla. 
1988). Staff has no interest in the outcome of the case, other 
than to see that "all relevant facts and issues are clearly brought 
before the Commission for its consideration." Rule 25-22.026(3), 
Florida Administrative Code. We, therefore, reject St. George's 
allegation that Staff is a party. 

S T .  GEORGE AS ADVERSELY AFFECTED BY OUR FINAL DECISION 

In its response to St. George's motion for reconsideration, 
OPC also rejects St. George's assertion that it is adversely 
affected by the final order in this proceeding. In its reply to 
Ope's response, St. George argues that OPC's rejection of this 
assertion is "ridiculous." 

In a utility rate proceeding, the burden lies with the utility 
to prove the level and prudence of its investment and expenses. Id. 
St. George has received a rate increase. The rate increase 
includes components for all investment and expenses for which St. 
George has met the burden of proof. We, therefore, reject St. 
George's claim that it is adversely affected by our final decision. 

POTION FOR RECONSIDER?iTION 

The purpose of reconsideration is to bring to the Commission's 
attention some point which it overlooked or failed to consider when 
it rendered its final order. D iamond Cab Companv of Miami v. Xinq, 
146 So. 2d 889 (Fla. 1962). In its motion for reconsideration, St. 
George identified seven items which it believes we overlooked or 
failed to consider. Each of these items is taken up, separately, 
below. 
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Duplication of Pr o Forma CIAC Adjustment 

The minimum filing requirements (KFRs) f o r  this proceeding 
were based on the average historical test year ending December 31, 
1992, with pro forma adjustments to its expenses. By Order No. 
PSC-94-1383-FOF-W, we adjusted rate base to the 1993 average 
balance in order to be consistent with our use of 1993 revenues and 
pro forma expenses. We made this adjustment by taking the 
difference between the December 31, 1992 adjusted balances in the 
KFRs and the balances from the utility's December 31, 1993 general 
ledger. As a result of this adjustment, the :-?ility's rate base 
decreased by $190,062. One component of this adjustment was to 
increase CIAC by $267,148. 

In its motion for reconsideration, St. George argues that 
$22,220 in additions to CIAC were included in both the test year 
and in the average 1993 additions to CIAC. Therefore, the utility 
argues that CIAC is overstated by $22,220. Netting the appropriate 
amount of accumulated amortization of CIAC, the utility argues that 
rate base should be increased by a total of $21,962. 

In its response to the utility's motion for reconsideration, 
OPC argues that St. George failed to provide any cite to the record 
in support of its claim. OPC argues that St. George could have 
provided evidence to demonstrate that the CIAC was booked in 1993, 
but failed to do so. Accordingly, OPC argues that we should reject 
St. George's motion on this subject. 

In its reply to OPC's response, St. George argued that 
evidence was presented at the hearing, in the form of testimony by 
Mr. Seidman. Si. George claims that the allegedly duplicative pro 
forma adjustment resulted from using information outside of the 
test year, and q a t  it was not able to correct the error because 
the it was not apparent until after the close of the hearing. 

Our rate base adjustment was based primarily on the testimony 
of Ms. Dismukes. St. George had ample opportunity to dispute the 
amounts testified to by Us. Dismukes, but failed to do so. Mr. 
Seidman's testimony disputed the adjustment in total, but not by 
any specific amounts. 

St. George has not demonstrated any error or omission of fact 
or law. Its motion for reconsideration of this issue is, 
therefore, denied. 
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Hatchins Property Contributions and Plant in Service 

As noted above, the utility's December 31, 1992 average rate 
base balances were adjusted to reflect the average 1993 balances by 
using the WRS and the 1993 general ledger balances. These 
adjustments increased plant in service by $104,553 and CIAC by 
$267,148. 

St. George argues that the increase in CIAC to the 1993 level 
included $137,739 in contributed property, $92,952 from Casa del 
Mar and $44,787 from Billy Schultz. These amc-xts are not in the 
record. The utility contends that its average rate base should 
have been increased by half, or $ 6 8 , 8 7 0 ,  and that accumulated 
amortization of CIAC in the amount of $802, for one half year, 
should be netted against this amount, for a total increase to rate 
base of $68,068. 

In its response to the utility's motion, OPC states that the 
St. George failed to produce evidence substantiating its claim, as 
highlighted by the absence of any cite to the record. In its reply 
to OPC's response to its motion for reconsideration, the utility 
agrees that it did not cite to the record, but argues that it is 
being asked to rebut evidence that was never presented. 

As noted above, in adjusting the plant balances to 1993 
levels, we relied on the testimony of Ms. Dismukes. Although Mr. 
Seidman testified in this regard, his testimony reflects the total 
amounts collected in 1993, but not the accuracy of the utility's 
1993 CIAC general ledger balance. If the utility believes that 
property CIAC was picked up from the general ledger, but the 
corresponding plant was not, the problem may lie with its 
accounting practices. If the plant was not included in the 1993 
general ledger, it was the utility's burden to dispute the 
testimony on the record. It did not do so- Accordingly, its 
motion for reconsideration of this issue is denied. 

State Park Lines 

St. George argues that we failed to include the lines located 
within the state park in OUT original cost calculation. In support 
of its claim, the utility references our statement, at page 25 of 
Order PSC-94-1383-FOF-WU, that "[tlhe costs f o r  the T&D system and 
its appurtenances within the state park are not included in this 
calculation." St. George argues that, if we do not allow the cost 
of the lines, we should also reduce CIAC by $27,873. 
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In its response, OPC argues that there is no evidence in the 
record to support either the amount of C I A C  allegedly included in 
rate base, or the suggestion that it was included in rate base. 

St. George has taken the referenced statement out of context. 
When placed in context, it is clear that the state park lines were 
only excluded for the purpose of calculating the ratio of 
appurtenances to lines. It does not mean that the lines within the 
state park were somehow excluded from the calculation of original 
cost. since ve used M r .  Coloney's 1988 original cost study for 
inventory purposes, the only way these lines could have been 
excluded from original cost is if Mr. Coloney failed to include 
them. 

The utility hzs not demonstrated any error or omission of fact 
or law. Accordingly, its motion for reconsideration on this item 
is denied. 

Enqineerins Desian Fees 

St. George argues that we erred by disallowing engineering 
design fees in the amount of $21,000. St. George claims that there 
is no evidence in the record to demonstrate that these fees were 
previously capitalized or expensed. OPC argues that there is 
adequate support in the record for the disallowance of the fees in 
the form of testimony by our Staff auditor. 

St. George appears to misapprehend that it is the one that has 
the burden of proof in a rate proceeding. St. George provided 
cites to the record which, it argues, demonstrates that the 
evidence does not support the Commission's decision. One cite is 
where Mr. Seidman testifies, quite generally, that the utility 
prepared responses to the Staff audit report. This does not 
constitute competent substantial evidence that the fees were not 
previously capitalized or expensed. The other cite consists of a 
bill rendered by M r .  Coloney, several years after the fact. At 
best, Mr. Coloney'n bill might support that the costs were 
incurred, but it does not prove that these costs were not 
previously capitalized or expensed. 

In its reply to OPc's response to its 'motion for 
reconsideration, St. George provides another cite, wherein Kr. 
Seidman testified that he believed that the fees had not been 
capitalized or expensed based upon "discussions with Hs. Drawdy, 
and my understanding is that they were booked, I think, through 
accounts payable and never entered onto either plant or expense." 
Hr. Seidman's statement does not prove that the fees were not 
capitalized or expensed. When faced with conflicting testimony or 
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other evidence, our role is to determine which is the more 
credible. Rollino Oaks Utilities, Inc. v. FPSC, 533 So. 2d 770 
(Fla. 1988). Here, we determined that the evidence offered by St. 
George did not satisfy its burden of proof. 

St. George has not identified any evidence that we overlooked 
or failed to consider on this issue. Accordingly, its motion for 
reconsideration of the engineering design fees issue is denied. 

Travel E m  ense 

St. George argues that we erred by not approving a travel 
allowance for its Tallahassee-based employees. In support of irs 
claim, St. George cited certain testimony by Witnesses Brown, 
Seidman, and Chase. St. George claims that its mileage estimates 
are conservative, based upon experience, and less than would be 
required if it owned and maintained its own vehicles. 

OPC argues that the Commission did not err, and that St. 
George merely failed to carry izs burden of proof on this issue. 
In support of its claim, OPC cited countervailing testimony of its 
witness, Kimberly Dismukes. 

We agree with OPC. The burden lies with St. George to prove 
its expenses, not with OPC or this Commission tc disprove them. 
The only evidence that St. George has to rely upon is 
uncorroborated testimony. When faced with conflicting testimony or 
other evidence, the Commission, as the finder of fact, must 
determine which is more credible. Rollincr Oaks Utilities. Inc. v. 
- r  FPSC 533 So. 2d 770 (Fla. 1988). We do not suggest that St. 
George's Tallahassee-based employees do not perform work-related 
travel, just that the utility failed to prove its estimates. St. 
George vas on notice that its mileage estimates would be 
scrutinized. At his deposition, utility employee and witness Hznk 
Garrett was asked to keep detailed records of his mileage for use 
at the hearing. St. George could have kept similar records for its 
other employees, which information would have been more compelling 
than its estimates. 

Upon consideration, St. George has not demonstrated that we 
erred by disallowing travel expense for the utility's Tallahassee- 
based employees. Its motion for reconsideration of the travel 
allowance is, therefore, denied. 

Lesa1 Contractual Services 

St. George also argues that we erred in our decision regarding 
contractual fees for legal services. St. George argues that the 
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allowed legal fees, (which, it argues, were based upon the legal 
fees of a "comparable utility"), were based upon "the testimony of 
a witness [Ms. Dismukes] who admitted that she was not qualified to 
determine when it is necessary to secure legal service." St. 
George further argues that the "comparable utility" is unlike St. 
George and, if we are going to base legal fees upon a comparable 
utility, we should choose one that is more comparable. 

OPC objects to St. George's characterization of ICs. Dismukes' 
mqualificationsm to determine when legal services were appropriate. 
OPC agrees that Ws. Dismukes testified that Mr. Brown should 
determine when legal services are necessary; however, OPC points 
out that it is up to this Commission to determine whether such 
costs should be borne by the ratepayers. OPC also takes issue with 
the utility's argument regarding the so called "comparable 
utility". OPC also suggests that the utility to which St. George 
compares itself is similar mainly in its litigicusness. Finally, 
OPC argues that we did not base legal fees upon only one utility, 
but on an average of legal fees for all Class B utilities. 

We found that St. George had not adequately supported its 
legal fees. In part, our finding was based upon the fact that 
legal services are provided to the utility based upon a retainer 
agreement between M r .  Brown and St. George. Our decision was also 
based, in part, upon the fact that the utility's only objective 
support for the fees were timeslips kept for a four- to six-week 
period in 1993. In addition, our finding was based upon the fact 
that many of the legal services performed are not appropriately 
borne by the ratepayers. OPC is also correct that the fees allowed 
were not based upon any one utility, but an average of legal 
expense for all Class B utilities. 

The burden to prove that any of the fees were prudently 

su~ra. It is not up to OPC or this Commission to prove the 
contrary. St. George simply did not adequately support its 
requested legal fees. Its motion for reconsideration of legal 
contractual fees is, therefore, denied. 

Orisinal Cost of Utilitv system 

incurred belongs with St. George. South -, 

In our final decision in this case, this Commission utilized 
three different engineering studies to arrive at the original cost 
of the system: a 1978 Bishop study; a 1982 Bishop study; and a 1988 
Coloney study. St. George argues that we erred by considering the 
two Bishop studies. According to St. George, the Bishop studies 
are "rank hearsay." 
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OPC notes that St. George's only objection to the 1978 Bishop 
study at the hearing was one of authentication, not hearsay. AS 
for the 1982 Bishop study, OPC points out that it was both 
identified and moved into the record without objection by St. 
George itself. OPC, therefore, argues that St. George has waived 
its hearsay objections to both of the Bishop studies. 

OPC is correct in that no hearsay objections were interposed 
to either of the Bishop studies. Under Section 90.10(, Florida 
Statutes: 

(1) A court may predicate error, set aside or 
reverse a judgment, or grent a new trial on 
the basis of admitted or excluded evidence 
vhen a substantial right of the party is 
adversely affected and: 

(a) When the ruling is one admitting 
evidence, a timely objection or motion to 
Btrike appears on the record, statina the 
Bpecific sround of objection if the specific 
ground vas not apparent from the context: 
(Emphasis added.) 

* * 
In picMillan v. R eese, 61 ?la. 360, 55 So. 388 (1911), the 

Court held that an "[o]bJection to evidence must, as a general 
thing, be made when it is offered, or its admissibility can not be 
assigned as error." Moreover, in Tallahassee Furniture Co. v. 
Harrison, 583 So. 2d 744, 754, (?la. 1st DCA 1991), the Court held 
that "hearsay evidence not objected to becomes part of the evidence 
in the case and is useable as proof just as any other evidence, 
limited only by its rational, persuasive power." Accordingly, we 
agree that St. George has waived any hearsay objection it might 
have had. 

OPC also points out that, under Section 120.58 (1) (a), Florida 
Statutes, "[hlearsay evidence may be used for the purpose of 
supplementing or explaining other evidence, but it shall not be 
sufficient in itself to support a finding unless it would be 
admissible over objection in civil actions." (Emphasis added.) 
According to OPC, the Bishop studies would have been admissible 
over objection as admissions. Under Section 90.803, Florida 
Statutes: 

The provision of s .  90.802 to the contrary 
notwithstanding, the following are not 
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inadmissible as evidence, even though the 
declarant is available as a witness: 

* * * 

(le) Admissions. A statement that is offered 
against a party and is: 

(a) His own statement in either an individual 
or a representative capacity; 

(b) A statement of which he has manifested his 
adoption or belief in its truth; 

(c) A statement by a person specifically 
authorized by hin to make a statement 
concerning the subject; 

(d) A statement by his agent or servant 
concerning a matter within the scope of the 
agency or employment thereof, made during the 
existence of the relationship; 

i * * 

The Bishop studies would be admissible, over objection, 
because Mr. Bishop was authorized by St. George to conduct the 
studies and did, in fact, conduct the studies. In addition, M r .  
Brown, one of the utility's principals, adopted the 1978 study 
under oath. 

OPC also argues that the studies corroborate other evidence in 
the record. We agree. There was plenty of testimony, from Messrs. 
Seidman and Coloney regarding the accuracy of the studies. The 
1978 study also corroborates St. George's 1979 audited financial 
statement. 

Finally, St. George argues that we erred by not including any 
of the "soft costsm in our determination of original cost. This is 
simply not the  case. We specifically added engineering and 
administrative costs for those components which we determined did 
not include such costs. 

Accordingly, for the reasons set forth above, St. George's 
motion for reconsideration of the original cost issue is denied. 
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OSS MOTION FOR RECONSIDERATION 

In its cross-motion for reconsideration, OPC raises two 
points. The first is that we should have disallowed expenses f o r  
TMB Associates not because Mr. Brown testified that the utility 
would not seek to include these costs but because the utility 
specifically withdrew its request f o r  them. OPC is correct. 
Accordingly, to the extent that the distinction is legally 
significant, OPC's cross motion is granted in this regard. 

Second, OPC points to what it considers t, be "a fundamental 
misapplication of the law of regulation", namely, the following 
statement, which appears at page 19 of Order No. PSC-94-1383-FOF- 
wu: 

We agree with Messrs. Seidman and Coloney that 
original cost should be based upon what is in 
the ground. 

OPC argues that this Commission needs to consider not only what is 
in the ground, but who paid for it. OPC argues that St. George's 
books and records, its financial statements, its federal tax 
returns, an affidavit of Hs. Withers, Hs. Dismukes testimony, and 
St. George's annual reports to the Commission, all suggest that the 
utility only has investment in half of what is in the ground. 

St. George argues, in its response to O P C ' s  cross motion for 
reconsideration, that OPC has not identified any error or omission 
of fact or law and that the Commission should reject its cross 
motion in this regard. 

Staff agrees with St. George in this regard. In support of 
its claim, OPC provided only one cite to the record; however, that 
cite discusses the so called "soft costs1' which St. George argues 
the Commission failed to consider. This issue has already been 
discussed above. To the extent that OPC's argument refers to CIAC, 
we note that issues regarding CIAC have been considered extensively 
and, where the utility has failed to carry its burden, resolved 
against it. We clearly considered all of the evidence to which OPC 
refers. OPC's cross motion for reconsideration on the original 
cost issue is, therefore, denied. 

NOTION FOR EXTENSION OF TIME 

In Order P S C - 9 4 - 1 3 8 3 - F O F - W ,  the Commission ordered St. George 
to file a copy of its complete permit application addressing the 
issue of capacity as filed vith the Department of Environmental 
Protection and a copy of its fire protection study by January 1, 
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1995. On Decamber 30, 1994, St. George filed a Hotion for 
Extension of Time within which to complete and file both the permit 
application and the fire protection study. The utility requests 
that it be given until February 1, 1995, to file the documents. 

Since the utility is only asking for a one-month extension, we 
do not believe that any harm will attach if its motion is grantea. 
Accordingly, St. George's motion for extension of time is granted. 

It is, therefore, 

ORDERED by the Florida Public Service Commission that the 
Office of Public Counsel's motion to strike Attachment 3 to St. 
George Island Utility Company, Ltd.'s motion for reconsideration is 
granted. It is further 

ORDERED that the Office of Public Counsel's motion to strike 
St. George Island Utility Company, Ltd. Is reply to its response to 
St. George Island Utility Company, Ltd.'s motion for 
reconsideration is denied. It is further 

ORDERED that St. George Island Utility Company, Ltd.'s 
assertions that the Staff of this Commission is a party is 
rejected. It is further 

ORDERED that St. George Island Utility Company, Ltd.'s 
assertion that it is adversely affected by Order No. PSC-94-1383- 
FOF-WU is rejected. It is further 

ORDERED that St. George Island Utility Company, Ltd.'s motion 
for reconsideration is denied on all counts. It is further 

ORDERED that the Office of Public Counsel's cross motion for 
reconsideration is granted with respect tothe T M 2  Associates fees. 
It is further 

ORDERED that the Office of Public Counsel's cross motion for 
reconsideration is denied in all other respects. It is further 

ORDERED that St. George Island Utility Company, Ltd.'s motion 
for extension of time to file its Department of Environmental 
Protection permit application and its fire protection study is 
granted. It is further 

ORDERED that this docket shall remain open until such time a s  
the service availability charge escrow account has been released. 
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By ORDER of the Florida Public Service Commission, this Ist 
day of w, ;Lep5. 

, 
2. 

f \  u BLANCA S. BAYO, Director 
Division of Records and Reporting 

( S E A L )  

RJP 

P O T I C E  OF JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes, a5 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

Any party adversely affected by the Commission's final action 
in this matter may request judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone utility or the 
First District Court of Appeal in the case of a water or wastewater 
utility by filing a notice of appeal with the Director, Division of 
Records and Reporting, 101 East Gaines Street, Tallahassee, Florida 
32395-0870, and filing a copy of the notice of appeal and the 
filing fee with the appropriate court. This filing must be 
completed within thirty (30) days after the issuance of this order, 
pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The 
notice of appeal must be in the form specified in Rule 9.900(a), 
Florida Rules of Appellate Procedure. 




