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BEFORB THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for increase in 
water/wastewater rates in Alachua, Brevard, 
DeSoto, Hardee, Higblands, Lake, Lee, 
Marion, Orange, Palm Beach, Pasco, Polk, 
Putnam, Seminole, Sumter, Volusia, and 
Washgton Counties by Aqua Utilities 
Florida, Inc. 

DOCKET NO. 100330-WS 
ORDER NO. PSC-12-0102-FOF-WS 
ISSUED: March 5,2012 

The following Commissioners participated in the disposition of this matter 

RONALD A. BRISfi, chairman 
LISA POLAK EDGAR 

ART GRAHAM 
EDUARDO E. BALBIS 
JULIE I. BROWN 

ORDER APPROVING INPARTREOUESTED INCREASE IN WATER AND 
WASTEWATER RATES AND REOUIRING REFUNDS WITH INTEREST 

BY THE COMMISSION 

APPEARANCES: 

BRUCE MAY, and GIG1 ROLLLNI, ESQUIRES, Holland 62 Knight LLP, Post 
Office Drawer 810, Tallahassee, Florida 32302-0810 
On behalf of Aaua UtiIities Florida. Inc. [ A m .  

KENNETH M. CURTIN and ANDREW MCBRIDE, ESQUIRES, Adams and 
Reese LLP, 150 Second Avenue North, Suite 1700, St. Petersburg, Florida 33701 
On behalf of YES Communities. Inc.. d/b/a Arredondo Farms (YES). 

CECILIA BRADLEY, ESQUIRE, Office of the Attorney General, The Capitol, 

On behalf of the Attorney General and the Citizens of the State of Florida (AG). 

PATRICIA CHRISTENSEN and STEPHEN C. RELLY, ESQUIRES, Office of 
Public Counsel, c/o The Florida Legislature, 111 West Madison Street, Room 

On behalf of the Citizens of the State of Florida (OPC). 

LO1, Tallahassee, Florida 32399-1050 

812, Tallahas~ee, Florida 32399-1400 
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JOSEPH D . RICHARDS. ESQUIRE. Pasco County Attorney’s Office. Pasco 
County Board of County Commissioners. 8731 Citizens Drive. Suite 340. New 
Port Richey. Florida, 34654 
On behalfof the Citizens of Pasco C o r n  Cp asco) . 

RALPH JAEGER, LISA BENNETT. and LARRY HARRIS. ESQUIRES. Florida 
Public Service Commission, 2540 Shumard Oak Boulevard, Tallahassee. Florida 

On behalf of the Florida public Service Commission ( S W  . 
CURT KISER, GENERAL COUNSEL; MARY ANNE HELTON. DEPUTY 
GENERAL COUNSEL; and SAMANTHA CJBuLq ESQUIRE. Office of the 
General Counsel. Florida Public Service Commission, 2540 Shumard Oak 
Boulevard, Tallahassee. Florida 32399-0850 
Advisors to the Florida Public Service Commission. 
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I. BACKGROUND 

A. current Rate case 

Aqua Utilities Florida, Inc. (AUF or Utility) is a wholly-owned subsidiary of Aqua 
America, Inc. (4. For purposes of this proceeding, AUF provides water and wastewater 
service to 58 water and 27 wastewater systems in 17 counties under our jurisdiction.' Water and 
wastewater rates were last established for this Utility in a rate case initiated in 2008.2 

On September 1,2010, the Utility filed an application for approval of an increase in rates 
for both its water and wastewater operations. The Utility requested that this rate application be 
processed using the Proposed Agency Action (PAA) procedms. By letter dated September 22, 
2010, our staff advised AUF that its Minimum Filing Requirements (MFRs) had deficiencies. 
The Utility cofiected these deficiencies on October 14,2010, and this date was set as the official 

In its MFR filing, AUF requested ikal rates that would result in additional operating 
revenue of $2,478,491 for water and $1,273,557 for wastewater, based on the historical 13- 

. month average test year ended April 30,2010, with requested adjustments for pro forma plant 
and operating expenses. At the end of the test year, the Utility recorded total regulated operating 
revenue of $8,255,766 and $4,824,531 for water and wastewater, respectively. AUF reported 
regulated net operating income for the test year of $605,852 for water and $526,976 for 
wastewater. 

dateoffiling. 

Pending our decision on final rates, AUF requested interim rates. By Order No. PSC-10- 
0707-FOF-WS (Interim Rate Order), issued November 29,2010, in this docket, we approved an 
interim revenue requirement designed to generate annual water revenue of $9,062,892, an 
increase of %1,125,5883 or 13.19 percent, and wastewater revenue of $5,391,338, an increase of 
$600,2154 or 11.81 percent 

During the processing of AUF's requested rate increase, the Office of the Public Counsel 
(OPC), the OfFce of the Attorney General (AG), YES Companies, LLC d/b/a Arredondo Farms 
(YES), Mr. David L. Bussey (Mr. Bussey), Ms. Lucy Wmbsgan (Ms. Wambsgan), and Pasco 
County intervened in this docket. However, Mr. Bussey and Ms. Wambsgan subsequently 
withdrew their intervention. 

hning the test year, 17,154 mrter and 6,595 wastewater aslomen received scrVicc h m  the Utility's regulated 

See Order No. psC-o9-0385-FOF-WS, issued May 29,2009, in Docker No. 080121-WS, In re: A d i d o n  for 

Ofthe total approved interim water revenue increase of $1,125,588, we allowed $529,922 to be collected though 

Of tbe total approved interim wastewater revenue increase of $600,215, we allowed $310,041 to be collected 

I 

systemsthatareapattofthisproceeding. 

mcreaseinwatcr a d  wastewater rates in ALachua. Brevard DeSoto. Hiehlands. Lake. Lee, Marion. Orame, Palm 
B 3 Pasco. 0 
3 

interim rates and defmdthe remainder as areguhtory asset. 

though interim rates and defend the ranainderas aregulatory asset 
4 
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As a p m  of the PAA process, our staff conducted nine customer meetings throughout the 
state. Also, our staff served the Utility with numerous data requests, and OPC, along with YES 
and Pasc~  County, served the Utility with numerous interrogatories and requests for production 
of documents (PODS). 

The original five-month statutory deadline for us to vote on ow PAA action was March 
14,2011. However, by letter dated November 18,2010, AUF waived the time to vote through 
May 24,2011, and we voted on the Utility’s quested rate increase on that date. Pursuant to 
that vote, we hued Order No. PSC-11-0256-PAA-WS (F’AA Order)’ on June 13, 2011. 
However, Ms. Wambsgan6 and OPC timely filed protests of portions of the PAA Order. Also, 
AUF and YES timely filed cross-petitions concerning portions of the PAA Order. Pursuant to 
Section 120.80(13)@), Florida Statutes (F.S.), any issue not disputed is deemed stipulated. 

Pending the resolution of these protests, AUF provided notice of implementation of PAA 
rates subject to refund with interest on July 1,2011. On July 21,2011, AUF provided AAI‘s 
guarantee of Am’s corporate undertaking in the amount of $2,763,278. By Order No. PSC-11- 
0336-PCO-WS, issued August 10,201 1 (in this docket), we acknowledged the implementaiion 
of the PAA rates. 

Pursuant to Order No. PSC-11-0309-PCO-WS (Order Establishing Procedure), issued 
July 25, 2011, the protests and cross-petitions of the PAA Order were scheduled for formal 
hearing? Ten Senrice hearings were held throughout the state: and the technical hearing was 
held on November 29 and 30, and December 1 and 7,201 1. 

On November 29,2011, the first day of the technical hearing, we noted that 23 issues 
from the PAA Order were deemed stipulated pursuant to Section 120.80(13)@), F.S., and 
approved those stipulations. Also, we approved a Type B Stipulati~n,~ whereby OUT staff and 
AUF agreed that the appropriate leverage formula to be used in setting final rates was the 
leverage formula in effect at the time of our final action on the Utility’s requested increase. 

Although Order No. PSc11-0256-PAA-WS, was a PAA Order, as final agency action, we closed 
Docket No. 080121-WS. Also, although AUF’s Chuluota system was not a part of the rate proceeding in Docket 
No. 100330-WS, we determined that any quality of service problems reW to the Chuluota water and wastewater 
sysbms would be considered m Docket No. 100330-WS. 
‘MS. ~ambsgansubseqoenthwithdrewasaparty. ’ Order No. PsC114544-PHO-WS @’rehearing Order), issued November 23, 2011, set forth the agreements 
reached by the parties and the decisions of the F’rehearing Officer for purposes of the formal hearing. The 
Rehearing older aLw set out the issues in dispute and fie issues deemed stipulated purmant to Section 
120.80(13~), F.S. 
* Service Hearings were held m Gmenacm (August 29,201 1); Nortt Ft. Myers (August 30,201 1); Sebring (August 
31,2011); Wedo (Septemtm 1,2011); Gahesville (September 12, 2011); Palatka (September 13,2011); E d  
(September 13,201 1); Chipley (Septemk 16,201 1); New Port Richey (Oaobex 11,201 1); and Lakeland (October 
12,2011). ’ A Type B Stipulation is where the Utility and our staff agree on an issue, and the Intervenors take no position 
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This Order addresses the Utility’s quality of service, the requested final rates, and the 
appropriate disposition ofthe interim rates, implemented PAA rates, and regulatory assets.’o We 
have jurisdiction pursuant to Sections 367.081 and 367.082, F.S. 

B. Prior Rate Case and Monitorine Plans h k e t  No. 080121-WS) 

Docket No. 080121-WS was established on February 29, 2008, with the Utility’s 
notification of its intent to submit an application for general rate relief for its jurisdictional water 
and wastewater systems. By Order No. PSC-09-0385-FOF-WS (080121-WS Final Order), we 
found that the quality of service provided by AUF was marginal for all systems, except the 
Chuluota system, which was found to be &sfwry.  Because of concerns with AUF’s 
customer service, we ordered a six-month Monitoring Plan to address: (1) AUF’s apparent 
failure to handle customer complaints properly, (2) AUF’s call centers’ process for handling 
complaints, and (3) incorrect meter readings that resulted in improper bills. The Utility was 
required to submit recordings of to its  all centers,” monthly reports, and other 
documentation to verify the accuracy of the meter readings and resulting customer bills.’* 

Upon completion of these reporting requirements, our staff presented its recommendation 
regarding AUF’s quality of service at the March 16,2010, Commission Conference. In addition, 
our staE provided an update of the Utility’s compliance with the Department of Environmental 
Protection (DEP), county health departments (HDs), and water management districts (WMDs), 
which oversee AUF’s compliance with environmental d e s  and regulations. After hearing from 
our interested parties, and several customers at the conference, we concluded in Order No. 
PSC-10-0218-PAA-WS (April 2010 Order)I3 that, while prelimhry results showed substantial 
improvement in AUF’s customer service, additional monitoring was r e q W  to ultimately 
determine the adequacy of AUF’s quality of service, and ordered continued monitoring of AUF’s 
customer service through December 3 1,2010, including customer complaints, meter reading and 
billing accuracy, and environmental compliance. We instructed our staff to work collaboratively 
with AUF and the other parties in order to develop a cost-effective, efficient, and meaningful 
supplemental monitoring plan. 

Our staff met with representatives h m  AUF, OPC, AG, and several customer 
representatives to discuss specifics of a cost-effective monitoring plan consistent with our 
direction. AUF and OPC agreed to a jointly-proposed Phase II Monitoring Plan and submitted 
their Agreement on Scope of Phase 11 Monitoring. In this document, they agreed upon the 
criteria by which quality of service would be measured. By Order No. PSC-10-0297-PAA-WS 
(May 2010 0rder),l4 we approved the Phase 11 Monitoring Plan jointly proposed by AUF and 
OPC with certain Commission-ordered additions. The approved Phase II Monitoring Plan 
entailed monitoring: (1) customer complaints; (2) estimated meter readings; (3) aesthetic water 
quality for seven of AUF’s systems; (4) the filing of repoxts by AUF and OPC; (5) our s t a f f s  

There are 39 issues and 24 stipulations. 

our staffdm verified that a sampling of selected meter readings were accmte. 

LO 

I’ This was so tbat the Customer Service Repmsentative’s perf0rmm.x wuld be evahated and assessed 

‘31ssuedApri16,2010,inDocketNo. 080121-WS. 
“IssuedMay 10,2010, inDocketNo. 080IZl-WS. 
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monito&g of environmental compliance; and (6) our statrs further evaluation of customer 
billing samples through calendar year 2010. 

Pursuant to the Phase II Monitoring Plan, AUF filed its Final Phase II Monitoring Report 
on February 28, 2011.’’ Subsequently, on March 31,2011, OPC filed its Response to Am’s 
Summary Report and Current Status of A W s  Quality of Service in Docket No. 100330-WS. 

Because OPC’s response concerning the Utility’s quality of service in Docket Nos. 
080121-WS and 100330-WS was combined, our staE combined its discussions on quality of 
seMce for the two dockets in one recommendation, and we voted on the quality of service in the 
combined dockets. Further, pursuant to the PAA Order issued subsequent to this vote, we found 
that the quality of service provided by AUF remained marginal, though it did a p p  that the 
quality of service had improved. Based on this hding, we proposed to reduce the return on 
equity (ROE) by 25 basis points, and directed our staff to meet with AUF, OPC, and the other 
Intervenors to develop a Phase III Monitoring Plan. Finally, because the Phase lII Monitoring 
Plan could be adequately handled in Docket No. 100330-WS, we voted, as final agency action, 
to close Docket No. 080121-WS. This was done with the acknowledgment that, while the 
q d t y  of service for the Chuluota water and wastewater systems would continue to be evaluated 
in Docket No. 100330-WS, the rates for those systems were not a part of the rate case in Docket 
No. 100330-WS. Because our kding  on quality of service was protested by both AUF and 
several Intervenors, a Phase Kl Monitoring Plan was not developed 

II. APPROVED STIPULATIONS 

We have previously approved several stipulated issues, stipulated adjustments, and 
partiaUy stipulated issues. The stipulated issues are reflected later in this Order as “Stipulated” 
pursuant to the Preh- Order No. PSC-ll-O544-PHO-WS, issued November 23,2011, and 
subsequent decisions by us at the Technical Hearing held on November 29 and 30 and December 
1 and 7,201 1. A consolidated list of all stipulations is attached as the Appendix. 

III. ABBREVIATIONS AND TECHNICAL TERMS 

For reference purposes, the following is a list of acronyms and technical terms which have 
beenusedinthisorder: 

Company and Parly Names 

AAI Aqua America, Inc. 
ACO Aqua customer Operations 
AG Attorney General 
AS1 Aqua Services, Inc. 
AUF Aqua Utilities Florida, Inc. 
OPC office of Public counsel 
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ComDanvaudPartVNmes~mntinued) 

P a s c o c o ~  P a s c o c o U I y B o a r d O f C o u n t y c o & O ~  
YES Yes Companies,LLC dlblaArredOnd0 Farms 

Technical Tams and Acronvms 

ADITS 
AFPI 
AWWA 
BFC BaSeFacilitycharge 
BSP -stamppage 
CART ~Ia in tAnalySisand  

CLP cannecticutLitandPowacompany 
CSRS customerserviceRepresentati VeS 

CUPS conslrmptive Use Permits 
DES? Depalm&ofEll~talprotecton 
DITS DefdInccweTaxes 
DMRS DischrageMonaOringReports 
DOL DirectorandoffrcerLiability 
DRCE DeferredRatecaseExpense 
EPA EnvirondJenta lpro tec t ion~ 
ERc3 EQuivaentResidentialconnections 
ERT Electronic RadioTraasnata 
m Ex~eUnaccountedforWater 
EWQ Electronic Wok Queue. 
EXH Hearing%i 
FAC. Fl&daM . . ’ % ‘ye 

FDPS F l ~ D e ~ p r o c e s s s u m m a r y  
FGUA FloridaGovmmentalUtility Authority 
FPL FloridaPower&Li&company 
FPUC FlOlidaWkUtiIitieScomPany 
FRC Firm Reliable Capacity 
F.S. FlddaStaMeS 
Fwsc Floridawaterservicesco~~m 

Gallons per Day 
GallonsperMinufe 

gpd 
gPm 
HD HeaIthDepartment 
&I Inf i l lmt iQndInnOW 
IT Information Technology 
IRC I n t e m a t ~ c o d e  
kgals per gauons 
MACRS Modified A w l  -Rtxxway 

CATS ConscnnaAdvityTracldngSystam 
CIAC Cmtri%utions m Aid of constructi on 
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MCLs 
MFRS 
MOU 
NARUC 
O&M 
PAA 
PBWNs 

POD 
RAFS 
ROE 
SARCS 
SFCO 
SMCLs 
ssu 
TR 
lTHh,fs 
U&U 
USOA 
WCI 
Wh4DS 
WRB 
WTP 
\NwRB 
WWTP 

Psi 

MaximumCo 1 . tLevels 
Minimum Filing RequiIments 
Memorandum of Undefitanding 
Natiod Association Regulatory Utility Commission 
OperatiOnsandMaintenan ce 
Proposed Agency Action 
Pmautionary Boil Water Notices 
Pounds per square Inch 
Production of Documents 
ReguhtoryAssessmentFees 
RetumonEquity 
S t a f € - M  Rate cases 
Short Form Consent Order 
SecondaryMaximumcontaminantek 
southem states utilities, Inc. 
Transcript 
Total Trihalomethaues 
usedanduseflll 
Uniform Systems of Accounts 
Water Conservation Initiative 

WaterRateBand 
Water Treatment Plant 
Wastewater Rate Band 
Wastewater Treatment Plant 

water Management Districts 

lV. OUALITY OF SERVICE 

k Ouality of Service 

Pursuant to Rule 25-30.433(1), Florida Administrative Code (F.A.C.), we determine the 
overall quality of service provided by the utility by evaluating the quality of the utility’s product, 
the operating condition of the utility’s plant and facilities, and the utility’s attempt to address 
customer satisfaction. AUF’s compliance history with the Department of Environmental 
Protection PEP), County Health Departments (HDs), and Water Management Districts 
(WMDs), and comments or complaints received h m  customers is also considered. 

AUF, OPC, Pasco County, and YES witnesses provided testimony ConCeraing the quality 
of product and operating condition of Am’s 58 water and 27 wastewater systems. Our staff 
sponsored 19 DEP, HD, and WMD witnesses who provided testimony regarding each of AUF’s 
systems located within their respective areas of responsibilities. In addition, testimony was 
provided describing AUF’s attempt to address customer satisfaction. AUF, OPC, YES, Pasco 
County, and staff witnesses testified regarding service hearings, customer complaints, 
correspondence, and prior AUF monitoring plans. Also, customers provided testimony at ten 
service hearings and provided comments at nine customer meetings. 
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1. Parties’ Arguments 

AUF asserted that the overwhelming evidence in this proceeding demonstrates that the 
Utility’s overall quality of service is good as a result of its ongoing quality controt initiatives, 
customer service enhancements, and water quality improvement projects. 

AUF argued that there is undisputed evidence that AUF is in compliance with the 
applicable DEP, HD, arid WMD staudards for the vast majority of its water and wastewater 
systems. and that notably, no witness for OPC testified as to the operational condition of AUF’s 
plants and faciities. Furthermore, AUF maintained that none of the OPC witnesses that testified 
on water and wastewater quality had any experience in water or wastewater quality analysis. 
AUF noted that, although P m  County and YES attempted to argue that the quality of AUF’s 
water and wastewater service was deficient, close review of the record showed that those 
arguments lack credible evidentiary suppoa. Neither Pasco County nor YES offered any expert 
testimony to support their claims regarding alleged water and wastewater quality deficiencies. 

AUF also noted that it continues to take steps to address billing and payment issues raised 
by customers in the last rate case, and in customer meetings and service hearings in the instaut 
case. AUF argued that it has taken significant steps to address customer Satisfaction in the area 
of aesthetic water quality. AUF asserted that a downward trend in the numbex of water quality 
complaints fhm customers in the seven systems selected for the Utility’s 2008 Original 
Aesthetic Program shows that customers are seeing the benefits of the Utility’s aesthetic water 
quality improvements. In addition, AUF argued that the record show it has proactively 
established its own quality of service meirics as part of a robust quality assurance program to 
achieve and maintain customer satisfaction, and has made steady improvement in the quality of 
customer service since the last rate case. 

OPC argued that the overall analysis of AUF’s systems related to DEP compliance shows 
, persistent water quality problems. The numerous violations, consent oiders, and non-compliance 

incidents over the last three years demonstrate that AUF is routinely out of compliance with DEP 
and water standards that fiquently result in an unsatisfactory product 

OPC argued that our mission statement states that we are committed to ensuring that 
Florida‘s consumers receive some of their most essential services, including water and 
wastewater, in a safe, affordable, and reliable manner. According to OPC, we should find that 
AUF provides unsatisfactory service at unaffordable rates. Specifically, OPC argued that the 
Utility’s overall quality of service is unsatisfactory as a result of its ongoing poor perfomance in 
the areas of water quality, billing, and customer service, despite an ongoing monitoring program. 
According to OPC, customers’ testimony confirms that no significant improvements have been 
made. Further, OPC argued there was no si@cant improvement in the quality of service based 
on the eight months of additional Phase II monitoring. 
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YES asserted that the service hearing testimony, paaicularly the testimony provided at 
the GainesviUe service hearing, demonstrates that the customer service, water quality, and billing 
practices of AUF are deplorable, msafisfactory, and do not -ant a rate increase. Moreover, 
YES argued that the evidence demonskates that the Utility’s quality of service to customers at 
Arredondo Farms has declined since its last rate case, as evidenced by a 400 percent increase in 
the number of customers who testified at the Gainesville service hearing in 201 1 as compared to 
the customer meeting held in 2010. 

YES argued that the evidence showed that AUF has been on notice for years of excessive 
sedimentation and bard water at Arredondo Farms, but failed to take any action to remedy the 
problem. YES demanded that AUF should not be granted a rate increase on its promise to 
improve water quality; rather, AUF should not receive a rate increase unless and until water 
quaIity at Arredondo Farms has improved. YES also asserted that overwhelming evidence 
shows that AUF provides substandad and deficient customer service. In particular, the 
Gainesville service hearing testimony makes clear that the Utility’s customer Service 
Representatives (CSRs) sening Arredondo Farms are particularly rude and condescending. 

d Pasco countv 

Pasco County’s position was that the operational conditions of AUF’s plants and facilities 
are unsatisfactory, as demonstrated by the numerous waning letters and consent orders issued by 
regulatory agencies. Pasco County asserted that rather than be out h n t  of the issues and 
regularly maintain and upgrade its systems, AUF waited for a problem to occur before spending 
money and time to address obvious issues which a€fect the environment. Pasco County noted 
that AUF does not even do land surveys prior to purcbing systems. Pasco County maintained 
that this is irresponsible and confums the lack of institutional control over AUF’s systems. 

According to Pasco County, Rule 25-30.433(1), F.A.C., states that the testimony of a 
utility’s customers shall be considered in our determhdon of the utility’s quality of service. 
Pasco County maintained that the extensive testimony at the New Port Richey service hearing 
clearly shows that AUF’s water quality is poor. 

The AG adopted the position of the OPC on water quality and added that water safety 
should be of great concern to this Commission. The AG argued that the DEP witnesses 
identified ongoing concerns about water safe ,  and the perception of many customers is that the 
water is not safe to drink. The AG urged us to take steps to monitor the safety of AUF’s water 
and take whatever steps necessary to ensure that customers can feel safe to drink the water and 
use it for cooking and bathing. 

The AG noted that nlunerous customers testified during the service hearings that Am’s 
overall quality of service is unsatisfactory. According to the AG, many of the same problems 
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have persisted since the last rate case. If the water quality was satisfactory, customers would not 
mind the cost of water as much; however, customers testified that they are paying excessive rates 
for water they cannot use. The AG supported the position espoused by OPC and concurred with 
OPC witnesses’ analyses of these complaints as well as those provided during the 2010 customer 
meetings and those filed with this Commission. 

2. Commission Analysis 

aouall ‘tv of Product and Operam . g Condition 

As noted by AUF witness Luitweiler, many of AUF’s systems were constructed 40 to 50 
years ago. The majority of AUF’s water systems are small systems that serve primarily 
residential customers, utilizing basic cblorhation for m e n t .  The witness also noted that 
Am’s wastewater systems vary in size and complexity but gene.rally employ traditional 
wastewater treatment methods, such as screening, extended aeration, clarification, disinfection, 
and effluent disposal by spray irrigation or percolation ponds. 

Witness Luitweiler testified that the water quality from AUF’s water and wastewater 
facilities is good, and the facilities are in good operating condition. The witness asserted that 
AUF complies with DEP and applicable Wh4D regulations, and has a clearly defined strategy to 
maintain compliance. Further, the witness maintained that AUF has a strong commitment to 
customer service and is dedicated to attempting to address customer satisfaction as shown by, 
among other things, its ongoing efforts to improve the aesthetic quality of water for its 
customers. 

Witness Luitweiler stated that AUF is committed to operating its water and wastewater 
systems in compliance with all applicable standards of DEP, the variouS HDs, and the WMDs. 
He asserts that most of the systems have been recently inspected by the applicable regulatory 
agencies and have no outstanding compliance issues. He further asserted that there have been no 
Notices of Violation issued for any of the system since the Final Order was issued in AUF’s last 
rate case. 

Witness Luitweiler testified that AUF has taken aggressive steps to resolve all of the 
environmental unnpliance issues identified in the 2008 rate case. The witness noted that at the 
close of the evidentby m r d  in the 2008 rate case, AUF had open consent orders for five 
systems, including the Chuluota, The Woods, and the Zephyr Shores water systems, and the 
Viage Water and the South Seas wastewater systems. AU of those consent orders have now 
been closed with the exception of the V i e  Water consent order. 

Witness Luitweiler acknowledged that there are three new outstanding consent orders 
related to: (1) effluent disposal at the Village Water wastewater system; (2) storage capacity at 
the Sunny Hills water system; and (3) Gross Alpha Particle Activity at the Peace River water 
system. However, he opined that AUF’s environmental compliance m r d  in Florida is 
excellent. Witness Luitweiler admitted that, as with any type of aging idiwtructure, there will 
be maintenance and repair requirements wbich, at times, will present environmental compliance 
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challenges. He asserted that the fact that virtually all of its systems are in compliance with 
envhnmental requirements is clear evidence that AUF is committed to environmental 
compliance. He concluded that no further action by this Commission was needed to ensure the 
quality of AUF’s water and wastewater product and the operating condition of its facilities. 

Our staff sponsored 19 witnesses h m  the DEP, I D ,  and WMD that testified regarding 
each of AUF’s systems located within their respective area of responsibility. These witnesses 
testified that, generally: the overall operation and maintenance of Am’s systems were in 
compliance with DEP, HD, or WMD rules and regulations and the condition of Am’s facilities 
is Satisfactory, with some systems having improved and others having remained the same. 
Witnesses testified that inspection records are satisfactory and most of the recent sanitary survey 
inspectionS indicated no deficiencies, although some did have a few minor deficiencies which 
AUF corrected in a timely manner. Staff-sponsored DEP witness Dodson testified that it is not 
uncommon to find a number of small deficiencies at any facility. She stated that in general, AUF 
is doing a good job of maintaining these facities. Staff witness Lett, who is responsible for 
review of capacity analysis reports, 4log virus kctivation studies, sole source aquifer studies, 
alldpermitdemnmtJ ’ ‘011s for all public drinking water systems in the DEP Central District, 
testified that the permits he reviewed that have not yet been cleared for service are not indicative 
that the system is out of compliance, only that a full clearance has not been submitted for the 
permit within the five-year timekne. When staff witness Sloan was asked to compare the AUF 
facilities in Polk County to other utilities, she indicated that AUF’s systems are in good condition 
and comparable to other privately-omed utilities or county water systems. 

Representing the Northwest WMD, witness Chelette testified that AUF was not found to 
have signiscant compliance issues. Witness Walker, on behalf of the St Johns River WMD, 
testified that in general, AUF does not submit compliance submittals in a timely manner, but 
once the data is requested, the Utility is able to provide it. Witness Ymgling, with the Southwest 
Florida WMD, found no compliance issues. 

In review of the 19 staff-sponsored witnesses’ testimony regarding AUF’s compliance 
history, OPC witness Vandiver testified that the testimony, whether taken individually or as a 

that AUF’s quality of service is unsatisfactory. The witness whole, is persuasive in deterrmrung 
pointed out that 11 of these staff-sponsored witnesses indicated that Am’s overall operation and 
maintenauce of the treatment plants and distribution systems were satisfactory or met minimum 
requirements, giving the implication that the quality of service is satisfactory. However, witness 
Vandiver also noted that 28 of the 62 systems (45 percent) have issues affecting the q d t y  of 
service provided by AUF, including 78 quality issues involving: (1) systems operating without a 
permit; (2) multiple systems exceeding maximum con taminant levels (MCLs), (3) failure to 
notify the public and DEP of positive E. coli test results, (4) sanita~~ sewage ovdows,  (5) plant 
maintenauce issues, and (6) numerous failures to submit timely reports. Witness Vandiver 
fuahet noted that nine of the staff witnesses listed 23 issues that were included in consent orders, 
with an additional eight witnesses who identified 34 issues that were included in warning letters 
or non-compliance letters. In her testimony, witness Vandiver found it troubling that the staff 
witnesses identified pages of violations, non-compliances, and other deficiencies, and yet they 
deem the overall quality of the plant operations satisfactory. She argued that the overall picture 

. .  
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painted by this staff-sponsored testimony is of a company that routinely fails to follow the rules 
that are put in place to protect the customers. 

Witness Vandiver pointed out that while some may consider reporting requirements 
inconsequential in a general sense, it is these reporting requirements that allow regulatory 
authorities to monitor the level of the quality and safety of the plant operations. When the 
witness compared the magnitude of the customer testimony, as well as the number of quality 
issues listed by the staff witnesses, she found that they &quently address the same issues. The 
OPC witness noted that the customers are the ones who are harmed if the utility fails to report 
instances where it exceeds MCLs or when poorly maintained facilities result in sewage spills or 
main breaks and customers are subjected to potential health risks when the company fails to 
adequately and properly issue precadonay boil water notices (PBWNs). 

OPC witness Poucher t e f i e d  that he reviewed DEP’s voluminous tiles W i g  with 
water quality issues with all of the AUF systems dating as far back as 2002, as well as our M s  
recommendation dealing with water quality that was part of the original PAA proceeding in this 
docket. The witness noted that during the 2008 rate case there were several water quality 
violations that were unresolved at the time of the hearings. He also stated that having had an 
additional year to clean up its act, so to speak, AUF appears to have resolved its existing formal 
violations that have been identified by DEP. 

OPC witness Woodcock testified that since 2007, there have been a total of 26 primary 
water quality violations, 20 total coliform violations, 15 secondary violations, and 15 violations 
for late or not reported p-eters. Since 2010, there have been a total of 3 primary water 
quality violations, 6 total coliform violations, 2 secondary violations, and 1 violation for late or 
not reported parameters. Since 2007, the AUF wastewater treatment plants have been issued 
minor out of compliance notices 96 times and significant out-of-compliance issues 39 times. 

We note that the Utility currently has open DEP consent orders for the Village Water 
wastewater system and the Peace River and Sunny Hills water systems. In addition, the Utility 
currently has open warning letters for the Jasmine Lakes, Palm Terrace, and South Seas 
wastewater systems, and the Interlachen Lakes EstatedPark Manor and Village Water water 
systems. Systems with DEP consent orders and warning letters that have been closed during the 
last s e v d  years include the Chuluota, The Woods, Twin Rivers, Tomoka View, Zephyr Shores, 
and Jungle Den water systems, and the Jasmine Lakes, Palm Terrace, South Seas, and Arredondo 
wastewater systems. The status of each system that is currently under enforcement is discussed 
below. 

(1) Open Consent Orders 

As shown in the table below, AUF currently has three open consent orders related to the 
Village Water wastewater treatment plant (WwTP) regarding effluent disposal, the Peace River 
water treatment plant (WTP) regding Gross Alpha Particle Activity above MCLs, and the 
Sunny Hills WIT regarding storage capacity and water monitoring concerns. 
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~ 

Open Consent Orders 

Village Water WWTP Polk DEP Consent order 
Peace River WTP Hardee DEP Consent Order 
sunny Hills WTP Highlands DEP Consent Order 

system county Current Status 

@) Peace River WTP 

AUF witness Luitweiler and staff-sponsored witness Greenwell testified with respect to 
the DEP consent order h m  June 2010 for the Peace River water system that required AUF to 
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perform bimonthly sampling for Gross Alpha Particle Activity and Combined Radium for 24 
consecutive months. According to witness Luitweiler, AUF also conducted a pilot study to 
evaluate possible treatment methods. Although the facility is currently in compliance with the 
MCLs for Gross Alpha Particle Activity and Combmed Radium, witness Luitweiler pointed out 
that results of the bimonthly sampling triggered a requkment under the consent order to begin 
to design radium removal treatment Design was completed and a permit application was 
shnitted to DEP in June 201 1. DEP issued a comtruction permit on August 18,201 1. AUF 
executed a contract with the supplier of the treatment system and bid the construction in 
September 201 1. At the time of the hearing, AUF was in discussions with the two lowest 
bidders (approximately $139,000 and $144,000) about qualiscrdions and i n m p ~ ~ ~  'on of the 
bids, and expected to make an award by the end of October 201 1. AUF anticipated completion 
of construction before February 15, 2012 (180 days from the issuauce of the DEP Permit, as 
required under the consent order). AUF has requested that the cost of this pro forma project be 
included in rate base. We discuss inclusion of the pro forma adjustment later in this Order. 

(c) sunny ms WTP 

AUF witness Luitweiler testified that the Sunny Hills consent order, which was executed 
in December 2010, involved DEP's deterrmna . tion that the existing storage capacity for the water 
system was not sufficient. Therefore, DEP required AUF to, among other things, increase its 
current storage capacity. AUF submitted plans and a permit application to DEP for a new 
storage tank and related piping. DEP issued a ConstrUCtion permit for installation of the storage 
tank, piping, and related improvements required by the consent order. Wimess Luitweiler 
indicated that AUF executed a contract for consbuction of the tank and improvements in the 
amount of $231,076, effective September 14, 2011. At the time of the hearing, work was 
underway and AUF anticipated the project to be complete and in service in December 2011. 
Witness Luitweiler explained that AUF is requesting that the cost of this pro forma project be 
included in rate base. Again, we discuss inclusion of this pro forma adjustment later in this 
order. 

According to staff-sponsored DEP witness Penton, the Sunny W s  consent order was 
aimed at addressing the Utility's: (a) failure to provide a total useful finished water storage 
capacity of at least 25 percent of the system's maximum day water demand as required under 
Rule 62-555.320(19)(a), F.A.C.; (b) failure to provide satisfactory results of a 20 sample 
bacteriological well survey before placing Well 1 into permanent service after having been out of 
operation for more than six months, as required under Rule 62-555.315(6)(b), F.A.C.; and (c) 
failure to perform routine nitrate/nitrite monitoring and raw bacteriological monitorhg of the, 
water produced by Well 1, when it was producing water for public consumption in July and 

Witness Penton stated that the consent order is st i l l  in force. She t e a e d  that the conditions 
related to the bacteriological well survey and the failure to perform routine nitrate/nikite 
monito- have been addressed The consent order remains open to resolve the water storage 
capacity issue. 

August 2007, BS under Rules 62-550.500, 62-550.512, and 62-550.518(2), F.A.C. 
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System 
Jasmine Lakes WWTP 
PalmTerraceWWTP 

Interlachen Lakes Estates WTP 
Village Water WTP 

AUF has four open warning letters related to the Jasmine Lakes and Palm Terrace 
wastavater systems regarding treatment plant operational compliance concerns, the Interlachen 
Lakes EstatesTark Manor water system related to source water testing positive for E. coli, and 
the Village Water water system related to lead and copper monitoring, as shown in the table 
below. 

county Current Status 
PaSCO DEP Warning Letter 
Pasco DEP Warning Letter 

Putman DEP Warning Letter 
Polk PCHD warning Letter 

(a) Jasmine Lakes and Palm Terrace WWTP 

AUF witness Luitweiler testified that AUF moved quickly to respond to the issues 
identified by DEP at its Jasmine Lakes and Palm Terrace wastewater facities. AUF met with 
DEP on July 28,201 1, to discuss all actions taken. Furthermore, witness Luitweiler stated that 
AUF has provided DEP thorough written responses which document that the issues identified by 
DEP have been resolved. For Jasmine Lakes, witness Luitweiler pointed out that DEP staff 
conducted an inspection of the facity on September 8,2011, and indicated that all outstanding 
mahtenauce issues had been satisfactorily addressed and that a closure letter h m  DEP would be 
forthcoming. 

Witness Luitweiler noted that DEP conducted a final inspection of the Palm Terrace 
system on October 5,2011, and i n d i d  at that time that all items had been satisfactorily 
addressed and that a closure letter would be forthcoming. Witness Luitweiler i n d i d  that the 
most substantive issue relates to the installation of a replacement force main at Palm Terrace to 
convey treated wastewater effluent to a spray field. The prior main had been instailed by a 
previous owner before the system was acquired by AUF, and traversed a concrete apron 
conveying storm water to a Pasco County storm water pond. AUF applied to Pasco County for a 
permit to replace the main on June 1,201 1, and received the permit on July 20,2011. Witness 
Luitweiler coniirmed that construction was completed on August 3,2011, and DEP was present 
to witness the completion and testing of the new force main. 

Staff witness Greenwell te&ed that AUF received warning letters from DEP for 
Jasmine Lakes and Palm Terrace on June 23,201 1, for being out of compliance for maintenauce 
issues. Although these warning letters are sti l l  outstanding, witness Greenwell explained that 
AUF has taken corrective action and the systems are substantially in compliance. Concerning 
Palm Terrace, at the time of the hearing, wifness Greenwell i n d i d  that DEP had not decided 
whether to attempt to enter into a consent order with AUF. Witness Greenwell discussed the 
plant operational situation at Palm Terrace and acknowledged that a 2,000 gallon discharge into 
a storm water rdention pond was an unauthoxized discharge and would be considered a violation 
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of DEP regulations. Concerning the above-ground pipe that broke causing the discharge, witness 
Greenwell suggested that it certainly was constructed in a manner that did not seem consistent 
with sound engineering practices. However, witness Greenwell testified that AUF appears to be 
moving towards amending the compliance problems. When asked about the Palm Terrace plant 
being taken off line with the wastewater sent to a regiod plant, wimess Greenwell indicated that 
for smaller plants, regional control would have clear advantages; however, he does not consider 
Palm Terrace to be a small plant Witness Greenwell was not aware of any discussions to take 
the facility off line. ' 

W e  not related to the DEP warning letter issued for Palm Tenace, Pasco County raised 
a concern regarding whether AUF had the legal authority to maintain a required overflow pipe 
on County property. AUF witness Luitweiler explained the dispute by indicating that prior to 
AUF's acquisition of the Palm Terrace wastewater system, and in accordance with normal utility 
practice, an overflow pipe was installed in the berm between the percolation pond and an 
adjacent Pasco County storm water management pond He pointed out that the purpose of the 
pipe was to prevent water in the pond eom ever flowing over the top of the berm in an 
unconlmlled manner that could erode and eventually induce failure of the berm Although the 
witness maintained that the current location of the pipe. is legally permissible, he noted that, in an 
attempt to resolve the matter without litigation, AUF engaged a consulting en&= and a lawyer 
to secure an easement from the County for this pipe. Meanwhile, witness Luitwder explained 
that AUF has placed a cap on the pipe which can be removed in an emergency, but that 
otherwise provides assurance to the County that the pipe is not discbarging into the storm water 
basin. 

Pasco County witness Mariano testified that some nearby residents of the Palm Terrace 
WWTP alerted the County to a possible discbarge to a County storm water pond adjacent to 
AUF's effluent storage ponds. The witness visited the site with some County personnel and 
residents in May 2011. At that time, he observed a PVC pipe crossing a County storm water 
spillway. The pipe was above ground and appeared to be recently repaired, as a smaU piece of 
cut PVC pipe was on the ground next to the repair. The replaced pipe was visible behind Am's 
fence. The repaired joint pipe was leaking slowly at the time of the visit. Witness Mariano 
indicated that that the pipe carries treated effluent to the AUTs disposal spray field A DEP 
letter indicated that a break in this pipe discharged effluent to the County's pond on May 17, 
201 1. Whess Mariano noted the leaking pipe and discarded PVC were potential violations of 
the County storm water regulations, but the County chose not to prosecute these violations if 
AUF agreed to bury the pipe. AUF had since applied for and received a County right-of-way use 
permit to place the pipe underground. 

Additionally, witness Mariano noted that while viewing the above-ground pipe, he 
noticed percolation in the County's storm water pond while effluent was flowing through the 
pipe. That raised concerns regarding a possible leak in AUF's effluent pipe or another source of 
discharge of effluent to the County pond. Witness Marino testified that County personnel 
investigakd historical records and found a plan sheet showing a direct pipe connection from 
AUF's ponds to the County's pond With the assistance of AUF personnel, a direct pipe 
connection WBS discovered. Witness Mariano pointed out that the County has no m r d  that 
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would give AUF the authority to maintain this pipe on County property or to allow the direct 
discharge of its effluent to the County pond. The County asked AUF to provide any 
documentation it had regarding this matter. AUF indicated that it had no record of any permit or 
application to Pasco County. Witness Mariano acknowledged that AUF had replaced the pipe, 
noting that the pipe had to go underground to meet code. Pasco County gave an easement to 
AUF because that pipe had to go underground a long way to get to AUF’s spray field 

Pasu~ County argued that if AUF had done a simple land survey at the time it purchased 
the Palm Terrace system, it would have learned about the easement issue as well as the above- 
ground pipe at that time. Pasco County maintained that AUF acted irresponsibly in this instance 
and that it confirms the lack of institutional control over AUF’s systems, which is costing its 
customers in higher rates. 

(b) Interlachen Lakes EstateslPark Manor WTP 

Staff witness Montoya testified that a DEP warning letter was sent out to AUF on August 
9,2011, advising AUF of possible violations resulting fiom July 2011 source water tests that 
showed the system tested positive for E. coli fiom Well No. 2. AUF failed to notify DEP, 
complete repeat sampling per the Ground Water Rule, and issue Public Notices within 24 hours 
of knowledge of the E. coli positive result. AUF has since performed proper repeat sampling and 
issued a public notice. However, witness Montoya pointed out that DEP has deemed the well 
con taminated and that AUF has decided to take steps to submit an application for &Log approval 
to deal with the microbial contaminaton. Well No. 2 has been taken off line and the E. coli issue 
has been resolved. Witness Montoya indicated that DEP drafted a consent order for fdure to 
notify DEP and to issue a public notice within the required time, and, at the time of the hearing 
planned to send the consent order out to AUF. AUF is replacing the second well and has filed an 
application for &Log approval with DEP. Witness Montoya stated that this shows DEP that 
AUF is monitoring its bacteriological results and the quality of its water. 

(c) Village Water WTP 

Staff witness Sloan testified that on January 20,201 1, the Polk County HD sent m g  
notices to AUF for failure to sample for nitratehitrites in 2010 for the Orange HiWSugar Creek 
water system, Gibsonia Estates water system, and Rosalie Oaks water system. At the hearing, 
witness Sloan indicated that those notices are now closed and there is a new Waming notice for 
the Village Water water system issued November 12, 2011, for lead and copper monitoring 
during June through September 201 1. The waming letter will be closed once AUF samples next 
Year. 

(3) Other Compliance Concerns 

(a) Chuluota WTP and WWTP 

AUF Witness Luitweiler testified that in Am’s  last rate case, we denied a rate increase 
for both Chuluota’s water and wastewater systems because we found that the quality of service 
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for those systems was unsatisfactory. That k d i n g  was based primarily on water quality 
compliance issues involving total Womethanes m), which were ongoing with the DEP 
at the time of the last rate case. Since the last rate case, witness Luitweiler points out that AUF 
has made significant improvements to the Chuluota water system and, to date, has invested over 
$2.1 million dollars in plant improvements to address the ?THM issue. As a result, a consent 
order was closed in December 2010, and a follow up inspection in January 2011 noted that the 
plant WBS in good operating condition with no deficiencies. 

Witness Luitweiler testified that there is a reference in staff-sponsored DEP witness 
Miller’s testimony that AUF had not implemented public access reuse for the Chuluota WWTP. 
However, witness Luitweiler concluded that AUF had worked diligently and cooperatively with 
the City of Oviedo to bring into operation the reuse connection between the Chuluota effluent 
disposal system and the City’s irrigation system. Since mid-October, AUF has been providing 
substantial volumes of reuse water to the City’s irrigation system on a daily basii. Witness 
Luitweiler asserted that the system is now in compliance. 

Staff witness Miller later acknowledged that AUF just began providing public access 
reuse to the City of Oviedo on October 18,201 1. This system is currently sti l l  in violation of its 
annual average flow for the effluent disposal of the spray field; however, the annual average flow 
should be coming down. Witness Miller stated that DEP is not planning on taking any formal 
enforcement action because it appears that AUF is on the way back into compliance. 

@) River Grove WTP 

Test results for ‘ITHMS show the River Grove system exceeding the MCL. Witness 
Luitweiler testified that AUF has evaluated a number of options to cost-effectively address this 
issue. Based on that evaluation, AUF is currently negotiating an agreement with F’utnam County 
to purchase water. Witness Luitweiler i n d i d  that available water quality information 
reviewed h m  Putnam County currently indicates that its water is in compliance with the 
standa~ds for ‘IlTIMs. AUF anticipates entering into the agreement with the County before the 
end of the year, obtaining permits for the project, and installing the interconnect in the first 
quarter of 2012. 

(c) Jungle Den WWTP 

At his November 16,201 1 deposition, AUF witness Luitweiler testified that he believed 
that a DEP inspection and November 5, 2010 noncompliance letter that listed seved 
deficiencies at the Jungle Den WWTP, percolation ponds, and spray field, were conducted 
pursuant to an application for a permit renewal for Jungle Den. Witness Luitweiler indicated that 
AUF’s consulting engineer prepared a full response, filed December 7,2010, that addressed the 
DEP issues. H e  believes that the deficiency issue has been resolved with DEP. In his direct 
testimony, staff witness Miller testified that DEP had no records indicating a response h m  AUF 
regarding various deficiencies addressed in the noncompliance letter. At the hearing, he updated 
his testimony by stating that the condition of the plant was addressed in the DEP permit renewal 
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and the compliance schedule is part of the permit. 
satisfactorily addressing the compliance issue. 

Therefore, it appears that AUF is 

(d) Peace River WWTP 

AUF witness Luitweiler testified that there is a reference in staff witness Greenwell’s 
testimony that the Peace River WWTP is out of compliance for undehed maintenance issues. 
Witness Luitwder stated that a warning letter has not been issued for this matter, and that a 
construction permit was issued for installation of a surge tank, digester tank, and other 
improvements at this facility on February 21, 2011, which AUF believes addresses the 
maintenance issues mentioned by witness Greenwell. Witness Luitweiler pointed out that 
constmction drawings for the project are complete and AUF is reviewing a proposal from a 
contractor. We note that witness Greenwell did not specify the maintenance issues referred to in 
his testimony. Based on witness Luitweiler’s response, it appears that AUF has adequately 
addressed the maintenance issue at this system. 

(e) South Seas WWTP 

AUF witness Luitweiler testified that DEP issued a Short Form Consent Order (SFCO) 
for the South Seas WWTP for permitting and maintenance issues, and for having released 
wsstewaer without providing proper treatment. AUF completed all the requirements which 
included repairs to tanks and other various repairs and upgmles to the system under the permit 
conditions. DEP inspected the facility in September 2011 and issued a SFCO to close out all 
outstanding issues at this facility on October 11,201 1. 

Staff witness Eck testitied that the South Seas WWTP had been under DEP en fomen t  
for the past three years and that AUF had worked with DEP to resolve the case. AUF made 
repairs to tanks and other various repairs and upgrades to the system. 

(9 precautionarY Boil Water Notices 

AUF argued that it follows DEP guidelines on issuing PBWNs, and that not one of the 
DEP witnesses gave any indication that AUF’s policies and practices for issuing these notices 
failed to comply with DEP guidelines. AUF also believed that the evidence showed that Pasco 
County’s policies and practices with respect to PBWNs is virtually the same as those of AUF. 

AUF witness Luitweiler testified that AUF is committed to ensuring, and works hard to 
ensure, that its customers are properly notified. He testified that most boil water notices are 
precautionary advisories issued as a result of main breaks. If the main breaks or the resultant 
shut-down results in a loss of pressure to the system below 20 psi, Florida regulators require 
issuance of a PBWN to the affected customers because of a remote possibility that 
depressurization of the system a u l d  result in con tamhation. Witness Luitweiler explained that 
lifting the advisory usually requires collection of two sets of bacteria samples on two consecutive 
days once system pressure is restored. The laboratory test requires at least 24 hours to complete 



ORDERNO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 23 

the process. Therefore, these advisories are normally in effect for three days, and sometimes 
longer ifthe laboratory is not open, for instance over a weekend or holiday. 

Witness Luitweiler testified that the verbiage in the mmdatory notice is dictated by the 
regulations and can give the impression that co- . 'on of the water system has occurred. 
However, in almost every case, tests come back clear demommting that there never was any 
con tamination of the system. The notices are required and are issued out of an abundance of 
caution to protect susceptible persons k m  a remote possibility of co- . 'OIL Witness 
Luitweiler acknowledged that immediate notification to all affected customers is not a realistic 
expectation; however, Florida regulators require notification w i t h  24 hours of a triggering 
event. 

In discussing how the PBWNs are issued, witness Luitweiler testified that AUF, and most 
water systems in Florida, predominnatly use hand delivery of notices to reach customers, 
particularly if the number of affected customers is fewer than a couple hundred. This process 
can take time and is labor intensive depending on the size and make-up of the system. However, 
the process is generally effective and meets the requirements of the regulations. Witness 
Luitsveiler explained that AUF's notices generally also include the address for the AUF website 
and a phone number to allow customers to call for more infomation. Witness Luitweiler pointed 
out that AUF also posts i n f o d o n  internally for its Customer Service Representatives (CSRs) 
in the call centers, enabliig CSRs to provide information to customers who might experience a 
service outage, including when service is expected to be restored and whether a PBWN is or will 
be in effect. 

For large scale outages or advisories affecting hundreds or thousands of customers, AUF 
posts a notice on the AUF website. AUF also posts updates and notices when an advisory is 
lifted. In discussing AUF's ability to utilize phone notification, witness Luitweiler testified that 
AUF has available a system for launching a phone campaign to customers for whom the Utility 
has phone number records. AUF utilizes this system in Pennsylvania, and occasionally in other 
states, including in Florida when circumstances warrant. The system can caU thousands of 
numbers and deliver a short message m a matter of minutes. The message will direct customers 
to the AUF website where more information and updates are posted. The message will also 
typically provide a phone number which customers can call for more informatio~~ However, 
neither this method, nor any other method, is a perfect method for notifying customers. It has 
been witness Luihveiler's experience that there is no fail-safe process to ensure that every 
customer receives timely notification of a triggering event. Wind and rain can cause hand 
delivered notices to be lost or damaged. Notices might not be seen by residents until they enter 
or exit their home by the door on which the notice is posted. Phone calls might not reach every 
mident, might not be answered, or might go to a voice message andor amwering machine and 
not be played back immediately. If a radio or television advisory is given, customers may not 
have radios or TVs tuned to the station carrying the notice at the time it is broadmited. Further, 
witness Luitweiler pointed out that newspaper notices cannot be expected to provide timely 
IlOtification. 



OmER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 24 

AUF issues PBWNs in advance of planned outages necessary to make system 
hprovements. For example, witness Luitweiler testified that the clearwells at the Tomoka View 
and Twin Rivers water systems had to be taken out of service to install liners to address a 
directive h m  the Volusia County HD. AUF provided advance PBWNs and delivered bottled 
water to customers. With the implementation of the federal Ground Water Rule in Florida in 
2010, witness Luitweiler indicated DEP has required additional testing of raw water (prior to 
disinfection) for bacteria, and bas required PBWNs to be issued in circumstances where bacteria 
are found in the well, even if simultanmus sampling of the disinfected water at the point of entry 
or in the distribution system are clear of bacteria This new rule has resulted in AUF issuing 
several PBWNs in the past two years. Additionally, witness Luitweiler explained that a Tier 1 
PBWN has long been required when a combination of routine and follow-up distribution system 
samples on consecutive days test positive for a combination of total and fecal coliform bacteria 
Such an event is generally considered to be an indication of bacterial con tamination of the 
distribution system warmmug ' prompt and aggressive notification of customers to avoid or 
mhimize exposure. Witness Luitweiler stated that AUF has never experienced a Violation 
caused by this -gory of circumstances. 

Witness Luitweiler described AUF's response to incidents at Jasmine Lakes, Palm 
Terrace, and Chuluota. On April 16,2010, AUF issued a PBWN at the Jasmine Lakes system 
when well test results were found positive for E. coli bacteria. In that situation, AUF notified 
customers using an outbound phone campaign with a recorded message, posted the notice on its 
website, and provided a copy to the after-hours call service. In November 2010, valve 
replaceme& and installation of new valves prompted notifications at Palm Terrace in 
conformance with DEP regulations. Phone notification was also used during this event. In May 
2011, a break on a 4-inch water main at Palm Tenace occurred and PBWNs were hand 
delivered. Another main break occurred on a 4inch main in Palm Terrace in August 201 1; in 
that case, AUF implemented an emergency telephone notification to 1,660 phone numbers. A 
June 201 1 planned outage was implemented in the Chduota system to accommodate a project by 
Seminole county to replace and re-align storm water piping and replace sidewalks. Witness 
Luitweiler indicated that AUF prepared and distributed, by hand delivery, notices to potentidy 
affected customers of anticipated localized water service interruptions necessitated by the main 
relocation work. 

OPC witness Dimukes testified that the PBWNs were. of particular concern for the 
customers and provided several examples of customer complaints about notices being untimely 
or non-existent. OPC witness Vandiver prepared a summary of staff witness testimony 
addressing PBWNs. She reported that in that list, there are eight witnesses that addressed 183 
instances where notices were. provided. She noted that one witness, staff witness Rodriquez, did 
not identify how many instances, but refmnced occasions since 2009 that DEP had been 
notified days after the intenuption of service by the utility through the local health department 
who had received complaints h m  customers. Witness Vandiver pointed out that, except for 
staff witness Rodriguez, the other staff witnesses made statements that they have been notified 
timely and that AUF had timely notified the customers. However, witness Vsndiver believed 
that these statements appear to be based on self-reporting by AUF. She noted that Mwitness  
Carrico indicated that her office was properly notified of each of these PBWNs in a timely 
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manner, the utility documents submitted to DEP indicate that PBWNs were issued to their 
customers, and witness Carrico had not beenmade aware of any incident when PBWNs were not 
issued. Witness Vandiver pointed out that none of the staff witnesses testified that they spoke 
with any customers who con6rmed that the PBWNs were in fact distributed and received timely. 

In its brief, Pasco County argued that AUF had fded repeatedly to properly and fully 
inform its customers of PBWNs in the Jasmine Lakes and Palm Terrace service areas. Pasco 
County believed that AUF provided no indication that it even investigated the complaints and 
asserted that AUF certainly made no attempts to improve its delivery of the PBWNs. Pasco 
County maintained that customers are not satisfied and AUF is doing little if anything to correct 
the situation. 

Pasco County witness Mariano testified thaf as a County Commissioner, he received 
complaints about AUF PBWNs. During 2011, he received complaints fiom the Jasmine Lakes 
and Palm Terrace service areas where AUF failed to properly and fully inform its customers of 
the PBWNs. Witness Mariano assisted the residents in preparing a Boil Water Notices S w e y  
and sending the completed surveys to Governor Rick Scott with a copy to us. Witness Mariano 
explained that approximately 340 customers completed the survey. He believed that the results 
of the survey indicate that AUF has been inconsistent in notifying customers about the need to 
boil water. Witness Mariano pointed out that according to the surveys, 137 customers stated that 
they never received any form of notice, 78 received notice via a letter size piece of paper, and 92 
received a door hanger. Only 17 indicated they received a phone call ftom AUF. 

Several staff witness, including witnesses Carrico, Greenwell, Harrison, and Penton, 
acknowledged that AUF has issued multiple PBWNs over the last three years. They &fied that 
AUF issued the notices as required and further discussed how the PBWNs are handled. Witness 
Canico testified that water systems, including AUF, self-report when it comes to boiled water 
notices. Sta€f witness Dodson testified that AUF issued PBWNs as requid,  completed 
necessary corrective actions, conducted follow-up sampling, and rescinded the notices as 
required and in a timely manner. Witness Dodson noted that the Utility does not always have 
control over the chain of events that necessitate the issuance of PBWNs, and it is not uncommon 
to find a number of PBWNs issued for any facility. Staff witness Rodriquez testified that the two 
AUF systems that she reviewed, Arredondo Estates and Arredondo Farms, have had PBWNs on 
various occasions since 2009. However, she is not completely sure if AUF has notified the 
customers in a timely manner in each occasion. Witness Rodrlquez test54 that sometimes DEP 
had been notified several days after the interruption of service by the Utility. Complaints about 
the intenuption of service due to water main breaks or other problems (power fdure, rep&) 
have been received by the local HD, and they have forwarded the complaints to DEP. Wimess 
Rodriquez investigated some of the complaints and found that, lately, AUF has been responbg 
better to PBWN issues and notification to the customers. Staff witness Sloan testified that, 
each instance, the notices were hand delivered to all affected water customers. 

Based on DEP witness testimony that Am’s policies and practices for issuing P B W S  
complied with DEP guidelines, it appears that AUF aitempts to follows DEP guidelines on 
issuing PBWNs. However, there is evidence that AUF has been inconsistent in notifyins 
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customers. Noting that there is no fail-safe process to ensure that every customer receives timely 
notification, we find that AUF’s policies and procedures regarding PBWNs requires further 
monitoring. Although AUF did provide evidence that it has developed procedures to provide 
customer notification in multiple ways, and enables its call centers to provide information to 
customers who inquire about service outages, we believe further action is required. In Section 
IV. B. Additional Actions for Oualitv of Service below, we will go into detail as to what those 
actions should be. 

(4) Commission Conclusion on Quality of product and Operating Condition 

We believe that the evidence in the record demonstrates that AUF is in compliance with 
the applicable regulatory staudards for the majority of its water and wastewater systems. Many 
of AUF’s water and wastewater system were constructed 40 to 50 years ago, and, because of the 
aging- ture, there have been maintenauce, repair, and environmental compliance 
challenges. With 58 water and 27 wastewater systems, compliance can be daunting. However, 
we do note that there are seven systems with current consent orders and warning letters. Also, 
several staff witnesses testified that AUF had failed to do appropriate testing with regard to 
nitrates/~&&~ and lead and copper. Further, AUF has failed to timely provide required reports 
to DEP or CH. Also, based on o w  review of the testimony of the customers, the 19 staff 
witnesses, and the witnesses of the intervenors and AUF, it appears that there are sti l l  problems 
with AUF’s attempt to address customer satisfaction. Therefore, while we note that AUF has 
attempted to respond to service quality problems, and that its service has improved, we find that 
the Utility has not yet reached a satisfactory level of quality of service. 

We agree with OPC‘s argument that it is necessary to follow the rules that are put in 
place to protect the customers. While we note that it is not uncommon to find a number of 
deficiencies at any facility, we find that the number of deficiencies l i i  in testimony still 
preclude a kding of satisfactory service. 

We do not take lightly the arguments of some of the Intervenors that the perception of 
many customers is that the water is not safe to drink. Water safety is always a great concern to 
this Commission. In fact, it is largely for that reason that we seek the testimony of 
representatives h m  the DEP, HD and WMD, which are the agencies with primary jurisdiction 
over the quality of the product and operating conditions of the facilities. We are also aware that 
the operating and compliance status of any utility’s plants and facilities do not necessarily 
coincide with the customers’ perception of whether the utility’s product is of acceptable quality. 
However, weighing the evidence provided by the experts from the agencies with primary 
jurisdiction in determining the quality of the product and operating conditions of the facilities, 
and also considering the evidence provided by intervenors’ witnesses, and customer testimony, 
we find that pursuant to Rule 25-30.433(1), F.A.C., the quality of the utility’s product and the 
operating condition of the utility’s plant and facilities are marginal. 
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2. Attemut to Address Customer Satisfaction 

a Service Hearings 

Ten customer service hearings were held throughout the state between August 29 and 
October 12, 2011. Approximately 371 customers attended these noticed hearings and 170 
customers provided sworn testimony regarding AUF’s quality of service. Locsl legislators and 
county officials also attended several of the service hearings and provided comments. The 
following table provides an overview of the number of customers who attended and spoke at 
each of the service hearings. 

Of the 466 specific concerns expressed by customers, approximately 19 percent related to 
water quality. These complaints included sediment, color, sludge, film, and pressure. 
Approximately 34 percent of the concerns related to billing. These complaints involved 
backbilling, meter reading accuracy, service disconnections, high rates, and aEordabiity. 
Twenty percent of complaints related to outages, boil water noticing, impact on properties and 
communities, and customer service. The remaining 27 percent of complaints encompassed other 
issues, such as lifestyle changes and health problems. 

AUF witness Chambers testilied that the Utility thoroughly investigated each customer 
issue raised at the service hearings. She stated that while many customers discussed issues that 
had already been resolved, some customers’ concerns were addressed on site at the appropriate 
service hearing and other customers’ concerns were addressed subsequent to the service 
hearings. Witness Chambers presented testimony regarding A W s  responses to customers’ 
bm-related testimony. AUF witness Rendell also presented testimony providing responses to 
specific concerns, such as AUF’s negotiations with the City of Lake Worth for a revised bulk 
water rate, customers’ desire to receive sewice fiom Pasco County or the Florida Governmental 
Utility Authority (FGUA), customers’ year-round payment of a monthly base facility charge 
(BFC), and the cost to ratepayers of Am’s acquisitions of other utility systems. 
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According to OPC’s briet customers continued to complain about AUF’s poor water 
quality, plant maintenance, and customer service during the seMce heatings. As further 
discussed below, OPC witness Vandiver testified that the complaints h m  the 2010 customer 
mthgs were similar in nature to those h m  the 201 1 service hearings. OPC witness Poucher 
testified that AUF has the highest complaint rate of any Commission-regulated utility in Florida. 
His d y s i s  showed that complaints filed with this Commission against AUF represented 41 
percent of the total water and wastewater complaints filed during 2010, and 44 percent of the 
complaints filed during the k t  ten months of 201 1. However, he admitted that he did not make 
any adjustments to make the comparison more comparable between different-sized utilities, such 
asdetermuung the percentage of complaints on a per 100 customer basis. We note that our 
Commission audit staff analyzed water and waste- utility complaints in another case and 
determined that, when compared on a per 100 customer basis, AUF did not have the highest 
percentage of complaints for Commission-regulated water and wastewater utilities during 
2010.16 

. .  

According to OPC witness Dmukes, concerns raised at the service hearings included 
AUF’s slow response time in resolving problems and criticisms of CSRs’ interactions with 
customers. She noted that customers also expressed complaints regarding untimely or 
inadequate information provided by the Utility, billing issues such as unfair billing practices and 
meter reading inconsistencies, and treatment by CSRs ranging h m  ineffective to apathetic or 
rude. Wituess Dismukes further explained that some of AUF’s field service technicians seem 
i n m a t  to damages that they may cause, and one customer testified that an honest field 
technician feared losing his job if he was too outspoken with regard to the Utility’s overcharging 
for services. 

OPC witness Poucher asserted that the service hearing complaints were a reiteration of 
prior testimony, customer letters, and complaints already filed with this Commission. He 
testified that although complaints regarding Am’s failure to consistently and timely read metem 
have subsided, new issues have risen with re@ to automatic meter reading activities that have 
generated complaints about inaccurate, inconsistent, and nonexistent monthly billin& as well as 
high bills and backbillii. 

Witness Poucher emphasized that the number of witnesses who testified at the service 
hearings represents only a h t i o n  of the number of individuals who attended. He noted that 
many customers were excluded fiom attending and participating in the service hearings because 
many of AUF’s systems serve seasonal customers who do not reside in Florida during the 
summer and early fall months. In addition, witness poucher stated that many customers were 
excluded due to work, disabiity, or child or parental can responsibilities. Witness Poucher 
e m p h m i i  that testifying witnesses presented evidence reflective of the en& customer base. 
He concluded that the testimony reinforces record evidence that demonstrates AUF’s business 
plan is producing an unacceptable quality of service for a product that is not drinkable at rates 

‘‘&e OrderNo. PSGlI-0541-SC-WS, issued November 22,2011, inDocke3 No. 110254-WS, Jnitialion of show 
causelnoceedmesagamst ’ Four Points Utilitv Cornration m Polk Courrn, for violation of commission d e s  and 
reeulatiom as outlined in the Florida Public Service Commission’s manae ement audit for Four Points Utility 
cornoration andBiminiBav uti l i t ies Comorab ‘on issued Jlme 201 L p. 14. 
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that are maffordable. He further concluded that although the Utility was notified that it needed 
to improve its service and was given more than a year to do so, the service hearings did not 
produce customer support for AUF as he expected they would. 

According to Pasco County, of the 36 customers who testified, 25 complained of poor 
water quality. Senator F m o  testified that the water was undrinkable and substandard, and 
Representative Legg provided similar comments. The County asserted in its brief that many 
more customers complained of poor water quality in the 759 petitions signed by Jasmine Lakes 
and Palm Terrace customers. 

b. Customer Comulaints and CorresDondence 

According to AUF's brief, since its last rate case, the Utility has formed a Complaint 
Analysis and Remediation Team (CART) and developed an electronic work queue (EWQ), 
purcbased equipment to faciltate on-site meter tests in order to achieve efficiencies and enhance 
customer confidence in the process, and standardked its processes for its field Service 
technicians to improve interactions between field technicians and the call center in order to 
enhance customer responsiveness and efficiency. In addition, AUF has worked with YES 
representatives to effectively address unique issues affecting the Arredondo F m  mobile home 
park. 

According to AUF witness Chambers, undisputed evidence shows that the volume of 
complaints filed against the Utility has fallen dramatically since its last rate case. Witness 
Chamks asserted that the reduction is significant given that customer complaint volumes 
typically increase during a contested rate case proceeding. She M e r  alleged the reduction is 
also impressive given the well-orchestrated efforts by interested parties and other non-party 
special interest groups to encourage customers to complain in hopes that the sheer volume would 
persuade us to deny AUF's q u e s t  for rate relief. Finally, AUF asserted that the reduction in the 
volume of complaints is telliig in light of the aggressive and inflammatory tactics employed by 
OPC witness Poucher, who encouraged customers to complain and characterized the instaut rate 
case as a "war." 

Witness Chambers emphasized AUF's strong commitment to customer service. She 
stated that the Utility is dedicated to anticipating and meeting the needs of its customers by 
effectively utilizing CSRs, field technicians, and technology to enhance its quality of service. 
AUF has listened to its customers' concerns and implemented several significant proactive 
measures to address customer satisfaction. She explained that AUF's commitment involves 
having a Customer Field Services Manager in Florida who manages all customer service 
hctions, including service orders, billing issues, water quality issues, meter reading and 
customer interface. 'In addition, witness Chambers noted that the Utility has a dedicated call 
center for AUF-related calls and is committed to ensuring that CSRs are well-trained to respond 
to customers in an effective, prompt, and courteous manner. 

As previously noted, witness Chambers stated that in an effort to improve AUF's 
customer senice, AUF developed CART, which held its first meeting in September 2009. The 
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CART meets monthly to address escalated calls (customer calls iransferred to a Senior CSR or a 
Supervisor) and to idenm trends and problem areas, as well as areas where additional training is 
m d d .  Witness Chnbers explained that the EWQ is a work order created for an escalated call 
when a Senior CSR or Supervisor is not available. She acknowledged that an EWQ is closed 
after only one attempt to reach the customer, regadless of whether a Senior CSR or Supervisor 
is able to leave a voicemail message for the customer. The system tracks EWQs and g e n e s  
repoaS that are reviewed weekly. Witness Chambem denied any knowledge of instances in 
which CSRs refused to transfer a customer’s call following the customer’s request to speak with 
a Supervisor. Witness Chambers noted zero consumption as one of the problem areas identiiied 
by the CART, a billing-related issue which involves the Utility undercharging a customer due to 
factors beyond the Utility’s control (such as meter equipment damaged by vandalism, a weather 
event, or third-party construction activities, or repeated move-idmove-outs at a residence) or 
due to a malfunctioning electronic radio transmitter (ERT). She testified that the number of 
escalated calls has significantly decreased since the CART was formed. 

Witness Chambers calculated that the number of complaints against AUF fled with this 
Commission in 2010 was approximately 24 percent lower than the number filed in 2007. From 
2009 to 2010, the number of complaints fled decreased by 19 percent- Additionally, the Utility 
averaged 10 complaints per month for the period Janua~y-July 2011. In contrast, the Utility 
averaged 18 per month and 13 per month in 2009 and 2010, respectively. According to witness 
Chambers, despite the well-orchestrated effort by OPC, YES, Pasco County, and other non-pm 
special interest groups to encourage customers to complain against AUF, the volume of 
cornplaints has decreased. Witness Chambers claimed that OPC witnesses Poucher and 
Vandiver provided incomplete and one-sided testimonies with regard to these complaints and 
that OPC’s failure to acknowledge the signiscant drop in complaints underscores the bias of its 
analysis. 

Witness Chambers and OPC witness Poucher disagreed with regard to the nature of 
customers’ calls to AUF’s call center. Witness Chambers deemed witness Poucher’s assumption 
that all incoming calls are customer complaints erroneous when, in fact, records show that the 
vast majority of calls involve routine issues such as move-in and move-out requests, payment 
questions, and requests to verify account balances. In response to a Commissioner’s question, 
witness Chambers testified that AUF may receive a greater number of cornplaints than other 
states in which AAI provides services due to greater water quality challenges in Florida 

In response to customer testimony from the senice hearings that CSRs were rude, 
witness Chambers explained that she, along with two supervisors and one other manager, 
listened to all available calls during wbich customers alleged CSRs were rude. Witness 
Chambers acknowledged that there was one call in which the CSR could have been more helpful, 
but she countered that none of the CSRs were rude. She admitted that, while reviewing these 
calls, she perceived that CSRs reciprocated customers’ hastrations to some degree. 

In its brief, AUF c- . Food & Water Watch, a nonprofit organization that 
challenges the corporate control and abuse of consumers’ water resources, as a lobbying group 
whose political agenda is to abolish privately-owned water utilities throughout the country. 
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According to AUF, Food & Water Watch is involved in a campaign called Florida Flow (For 
Local ownership of Water) (also known as FlowFlorida) to request that state officials prevent 
any new acquisitions by AUF, reduce the Utility’s rate of return, and help communities 
remunicipalize local water systems. AUF implied that the organimtion is one of the entities 
involved in the wellachestrated effort to arouse customer complaints. AUF further argued that 
Pasco County witness Mariano’s recommendation to reduce the Utility’s return on equity (ROE) 
follows nearly verbatim the remunicipalization sirategy set forth by Food 62 Water Watch. AUF 
stated in its brief that an OPC witness described the Utility to a Food & Water Watch 
representative as using its position to steal h m  customers. 

Referencing AUF witness Chambers’ acknowledgement that an EWQ is closed after only 
one attempt to return a customer’s caU, OPC argued in its brief that the Utility’s failure to make 
more than one attempt to contact a customer confirms customer testimony regarding difliculties 
in getting problems resolved OPC further argued that customers have complained that when 
they are able to reach a CSR, CSRs are rude. With regard to witness Chambers’ testimony that 
during at least one call that she reviewed, the CSR could have been more helpful, OPC argued 
that she made a generic sampling of some of the customers who testified. 

OPC witness Dismukes testified that customer service includes communication with 
customers, the speed and courtesy of responding to customer questions, and customers’ 
satisfaction with the resolution of their concerns or problems. OPC witness Poucher concluded, 
however, that while utilities sometimes make customers happy and sometimes do not, customers 
generally live with the results. Witness Dismukes also recognized that AUF has implemented 
several customer service improvement measures, which include the formation of CART, 
implementation of EWQs to M e  d a t e d  calls, development of a detailed Supervisor Audit, 
auditing of all of its replaced meters, standardization of its service order processing system for 
field technicians, reiinement of on-site meter and bench test procedures, and provision of an 
informational brochure for seasonal customers. 

OPC witness Vandiver argued that AUF’s quality of customer service is uniformly 
unsatisfactory and that customers are o h  unable to talk with someone who is responsive to 
their concerns. Further, OPC witness Poucher testified that many AUF customers feel that their 
complaints over the past years have fallen on deaf ears. He stated that he would not be surprised 
by reduced attendance at customer heiuings and fewer complaints and correspondence filed with 
this Commission because customers are tired of complaining without seeing results. We believe 
that witness Poucher’s assertion that customers“ complaints have fallen on deaf ears is 
contradicted by OPC witness Dmukes’ recognition of the many service improvement measures 
implemented by AUF. 

Witness Poucher admitted that some of the statistics provided in AUF’s Phase I1 
Monitoring reports indicate improvement. He argued that prior to 2010, the Utility had a 
tremendous problem with imcmate or nonexistent meter reading and estimated bills, and there 
was little evidence to suggest that the Utility even cared He acknowledged, however, that the 
Utility’s current use of digital meters caused complaints of estimated bills to decline 
signilicautly. He also acknowledged that the Utility’s reports indicate improvement in call 
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center performance, although he cautioned that these reports can be deceiving since AUF did not 
consider certain types of data. Witness Poucher concluded that the best way to find out if 
customers are satisfied is to ask them ifthey are. 

Witness Vandiver presented her analysis of billimg and service complaints filed with this 
Commission durjng the period 2007-2010. This analysis, which co&med AUF witness 
Chambers’ testimony, revealed that the total number of complaints decreased by 24 percent 
during the period 2007-2010. Witness Vandiver claimed that despite the fact that AUF was 
notified by our 080121-WS Final Order that it would be under even more scrutiny, her analysis 
of customer complaints reflects an increase of six percent in 2009. She acknowledged that the 
number of complaints decreased by 19 percent in 2010. However, she argued that since AUF 
knew it would be filing a rate c~se and would be under increased scrutiny by this Commission 
the Utility should have put extra effort into the services it provides to its customers. We believe 
that the Utility’s improvements to many facets of its customer service are supported by 
substantial m r d  testimony and evidence. In addition, witness Vandiver acknowledged a 24 
percent decrease in complaints during the period 2007-2010, and witness Dmukes 
acknowledged AUF’s seMce improvement measures. 

While we achowledge AAI‘s efforts to improve its customer service procedures, we 
believe AAI could further improve its escalated call process by modifying its pmcedures to 
require more than one attempt to contact a customer before closing the EWQ. This would be 
particularly helpful in cases where the AAI Supervisor is unable to leave a message on the 6rst 
call because the customer is not home and does not have an auswerhg machine. We note that 
AUF’s Florida Delinquency Process includes two attempts to make a reminder telephone call to 
customers before disconnection. We encourage AAI to consider a similar modification to its 
escalated call procedures to include a minimum of two or three attempts to call a customer before 
closing the EWQ. 

OPC witness Poucher testified that he reviewed the 210 customer complaints filed with 
this Commission during the period January 1, 2010, through July 28, 2011, to determine any 
error or fault on AUF’s part. He asserted that seldom does any complaint in the Commission’s 
files reflect a rule violation because this Commission has so few rules regarding customer 
service, especially for water and wastewater companies. Thus, his analysis did not take into 
consideration whether the Commission determined that a rule violation occurred. Witness 
Poucher acknowledged, however, that his analysis of each complaint did not include discussion 
of the complaint with the respective customer, our staE, or the Utility. 

Witness Poucher alleged that our complaint files represent the tip of the iceberg for AUF 
because the majority of complaints are held in the Utility’s own records, which are difficult, if 
not impossible, to recover. Regarding the nature of customers’ calls to AUF’s call center, he 
also suggested that the real indicator of the volume of complaints against the Utility is the 
number of calls d v e d  at the Utility’s call center. He testified that Florida customers’ calls 
have averaged more than 5,000 per month, while our complaint files indicate 210 complaints 
received during the period January 1,2010, through July 28,201 1; and Florida customers’ calls 
currently average more than 60,000 each year, or approximately 3 calls per customer per year. 
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Given his chambization of the complaints in our files, wimess Poucher indicated that he 
accepts these complaints as representative of the thousauds of complaints received by the Utility 
each year. However, he recognized that a majority of the call center’s incoming calls are not 
complaints, as determined by us. In addition, he acknowledged that our Eles are valuable 
because our database is manageable and contains fairly reliable data, whereas he would be 
unable to analyze the complaints in A n ’ s  records due to their volume. He deemed our files an 
excellent some  to target c o d v e  action where it will do the most good. 

In response to AUF witness Chambers’ testimony regarding a well-orchestrated effort by 
inkrested paaies and other non-party special interest goups to encourage customers to complain 
against AUF, witness Poucher challenged that his review of complaints revealed absolutely no 
evidence that customers filed false complaints. He asserted that during Am’s and OPC‘s 
meetings with customer representatives during the Phase II Monitoring Program, both the Utility 
and OPC encouraged customers to file water quality complaints so that AUF could address those 
issues. He further stated that OPC encourages customers to participate and provide their input in 
a rate case proceedin& regardless of whether customers support or oppose the Utility‘s petition. 
He concluded that AUF’s poor service and high rates for an inferior product have persuaded 
customers to organize in order to seek relief, and he suggested that FlowFlorida was developed 
as a result of those very issues. 

OPC wimess Poucher denied involvement with Food & Water Watck He further denied 
any knowledge that Pasco County witness Mariano was following FlowFlorida’s strategy by 
stating that if AUF’s ROE was reduced, its rates would be dramatically affected and the Utility 
would quickly “come to the table” with regard to remunicipalization of its local systems. 

Witness Poucher further testified regarding some Pasco County customers’ desire for the 
Utility to sell its local systems to FGUA or to Pasco County in order to receive the County’s 
rates. He admitted that he had not researched whether these customers would, in fact, be c h g d  
the County’s rates if these systems were acquired by FGUA. Specifically, Witness Poucher 
stated that that is not part of OPC’s job because FGUA is not regulated by us and that he is not 
responsible for managing customers’ expectations as it relates to a potential acquisition of AUF’s 
local systems by FGUA. Witness Poucher further stated that he did not speak to any Pasm 
County customers regarding such an acquisition by any entity. 

Pasco County argued in its brief that AUF’s response to customer complaints is to tell 
customers there are no problems. Despite 25 comments regmding poor water quality at the New 
Port Richey service heating and many more quality complaints in written petitions, AUF 
responded with one paragraph of testimony stating that no odor or water quality issues were 
found. Further, Pasco County alleged that over the past few years, the County has received 
numerous complaints h m  AUF customers regarding poor service, poor water quality, and 
exorbitant rates. The County intervened in this action in an attempt to obtain some relief for the 
many frustrated customers. In response to AUF’s implication that there would not have been so 
many customers complaining but for the actions of the County and other Inter~morS, Pasco 
County stated that it did encourage customers to express their complaints, and the Utility’s 
President also encouraged customers to speak at the New Port Richey service hearing and likely 
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at all of the service hearings. Further, Pasco County asserted that with so many customers 
hurting from the high rates and poor water quality, they did not need any encouragement to voice 
their concerns. 

With regard to several utilities in Pasco County that were acquired by FGUA, witness 
Mariano acknowledged that customers of these utilities were not charged Pasco County’s rates 
folio- the acquisitions. He clarified that customers’ new rates are based upon the acquisition 

of the utility. He further acknowledged that an FGUA customer with a quality of service 
issue must address that issue with FGUA or the Pasco County Commission; and that the FGUA 
board consists of no elected officials, although a representative of the Board of County 
Chmmissioners sits on that board. Witness Mariano asserted that since FGUA’s acquisitions of 
each of those utilities, the Pasco County commission has not Feceived a single quality of seMce 
complaint- 

In its brief, the AG explained that customers testified that they had made great sacrifices 
to conserve water, including not bathing daily, not participating in activities that would require 
them to bathe, not flushing toilets after each use, saving water from showers to flush toilets, and 
not having guests because they could not afFord additional water usage. Customers also testified 
about fiquent replacement of water heaters, faucets, and appliances due to poor water quality. 
With regard to customer service, the AG adopted OPC’s statement and added that the use of an 
indepemht verifier, which AUF conceded it does not currently employ. would assist the Utility 
in identifying areas of concern and improving customer service, resulting in decreased costs and 
satisfed customers who feel their complaints are taken seriously. The AG concluded that the 
poor water quality has impacted the customers, small business owners, and communities served 
by AUF. As a result of the poor water quality and the high rates, some customers have vacated 
their rental properties while others have been unable to sell their homes and move because 
potential buyers do not want to own homes in areas served by AUF. With respect to the AG‘s 
encouragement of AUF’s use of an independent verifier to review customer calls, we note that 
AUF witness Chambe& testified that she has found our staffto be helpful, knowledgeable, and a 
good resource. She concluded that if AUF needed to find an objective, unbiased third party, Our 
staff would be a good choice. In addition, regarding the AG‘s argument that AUF’s seMce has 
prevented residents from selliig their homes, we note that the AG has failed to consider the role 
of Florida’s statewide decline in property values and high level of home foreclosures, as 
demomtrated by the Florida Legislature Office of Economic and Demographic Research. 

In response to AUF witness Chambers’ statement regarding a well-orchestrated effort by 
interested parties and other non-pam, special interest groups to encourage customers to complain 
against AUF, the AG asked witness Chambers whether OPC asked service hearing witnesses to 
testify to their experiences with AUF, even if those experiences were positive. Witness 
Chambers conceded that that was true and acknowledged that OPC’s statement did not sound 
l i e  an encouragement to complain. 

In her testimony, staffwitness Hicks noted that CATS was reviewed for complaints fled 
against AUF under Rule 25-22.032, F.A.C. Approximately 400 complaints were received from 
J a n w  1, 2009, through September 30, 2011. An analysis of these complaints revealed 71 
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percent concerned billing issues, and the remaining 29 percent dealt with quality of service 
issues. Of the 400 complaints, 46 or 11 percent were dete.rmined to be apparent violations of 
Commission rules. AUF received 21 apparent rule violations in 2009, 18 apparent rule 
v i o ~ o m  in 2010, and as of September 31,201 1, AUF has received 7 apparent rule violations. 

As of December 7,201 1, we have received approximately 558 letters and emails in this 
docket in which customers expressed opposition to the rate increase and fiwtration regarding the 
lifestyle changes that increased rates would further necessitate. Customers described their 
overall dissatisfaction with the level of service they receive and the quality of the water. They 
also asked specific questions about OUT rate c ~ s e  process as it relates to the instant case. 
Comments were also submitted by several local and state government officials expressing 
opposition to the Utility’s application for a rate increase, including letters from state Legislators, 
Pasco County Commissioners, and Polk County Commissioners. In addition, more than 900 
signatures on petitions were filed with this Commission on April 26 and May 5,2011, by two 
Legislators who represent customers in Pasco County. The Polk County Commission fled with 
this Commission its Resolution No. 10-174, Stating its objection to the instant rate case 
proceeding. 

c. B i l k  Problems 

AUF, OPC, and YES witnesses provided testimony regarding customers’ billing issues, 
including concerns regarding backbilli, high bills, online payment options, leak adjustma, 
and shut-off due to nonpayment of bills. 

In its brief, AUF noted that it continues to take steps to address billing and payment 
issues raised by customers in the last rate case, and in customer meetings and service hearings in 
the instant case. As noted in AUF’s brief, to better educate seasonal customers of various 
programs available, the Utility sends an informational brochure to customers encomghg them 
to contact the call center when they leave the state so that their account is properly noted as 
seasonal. AUF discussed the Utility’s practice of offering seasonal customers the option to 
postpone payment of base facility charges while the customer is residing outside of Florida. 

With respect to the length of time covered by a customer’s backbill, AUF witness 
Chambers claimed that there have been rare occasions in which AUF has, through human emr, 
billed a customer for a longer period of time than 12 months. Witness Chambers then stated that 
AUF put in a new process to ensure that AUF does not backbill any customers for longer than 
365 days. The new process, which went into service in November 201 1, is an automated coding 
system that will now alert a CSR to review the account in order to ensure. that a bill exceeding 
365 days is not presented to a customer. Zero consumption reads also make up a portion of the 
backbilling issue. To address this issue, AUF has created a monthly zero consumption report, 
which reports accounts with zero consumption for more than six months. Regarding the 
calculation of backbills, witness Chambers stated that backbills are calculated using a daily 
average methodology. 
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In an attempt to mitigate high bills, AUF has implemented a process in which an alert 
message is placed on a customer’s bi if it is a high bi or the bill covers a period longer than 35 
days. The high bill alert prompts the customer to investigate for potential leaks and visit AUF’s 
website for more detailed information. The long-period bill alert advises the customer that they 
can request a payment arrangement upon contacting the call center. 

With re& to leak and pool adjustments provided to customers, AUF witness Chambers 
testified that the Utility developed a water conservation and leak detection informational section 
on their website. 

According to AUF witness Chambers, in order to address customers’ requests for online 
payment options, the Utility has developed a new p r o m  Aqua Online that allows customers to 
view bas online for .free and provides an option to pay bills online as well. The payment option 
is provided by a tbird-pmty vendor, Speedpay, which collects a convenience fee of $3.20 for 
each payment a customer makes online. AUF’s Aqua Online bi insert informs customers of the 
paperless billing options, the availability of the program at no cost to the customers, and the 
immediate access to current and past bills, all of which allow ease of payment. 

For a utility to shut-off service for non-payment, Rule 25-30.320, F.A.C., requires that 
the utility provide five working days’ written notice, separate and apart from a bill for service. 
AUF witness Chambers provided the Utility’s Florida Delhquency Process Summmy (FDPS). 
Under AUF’s FDPS policy, a customer is provided at least ten days’ advmce written notice 
indicating that service will be discontinued if payment is not received. Witness Chambers 
explained that AUF also attempts to call a customer prior to discontinUing service, which is not 
required by Commission rules. In addition to attempting to contact a customer by telephone, the 
Utility’s policy is to proceed with service termination only when the customer’s outstanding 
balance exceeds $100. Where service is terminated for failure to pay, AUF attempts to reinstate 
service within the next business day following the date of payment confirmation. 

With regard to AUF’s billing practices related to seasonal customers, OPC noted in its 
brief that although AUF provides a long-period bill message on the first bill received to allow a 
customer to pay over a longer period of time, this practice contributes to backbillig and high bill 
problems complained of by customers. 

OPC witness Poucher testified that the most jkquent complaints against AUF relate to 
billing issues. He asserted that the volume of b a c k b i i  complaints today should not be so 
large as a result of AUF’s installation of new metas that reduced occurrences of estimated reads 
and largely eliminated human error from the meter reading process. He stated that complaints 
have persisted due to Am’s improper handling of complaints and ineffective procedures. In 
addition, AUF witness Chambers and OPC witness Poucher disagreed with respect to the length 
of time a customer is backbilled. OPC witness Poucher countered that according to our 
complaint records, 16 customers were backbied for greater than 365 days. YES witness Kurz 
also provided testimony related to specific customer cornplaints about backbfig. 
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OPC witness Poucher stated that 31 percent of complaints f3ed with this Commission 
against AUF deal with unusually high bills. He stated that many of these cases can be tracked 
down to billing errurs and meter read errurs, while other billing errors can be traced to leaks at 
the customer’s premises. Witness Poucher stated that the Utility does not appear to have any 
plan or procedw to deal with the high bill issue other than to suggest that the customer check 
for leaks and make sure that the flapper in the toilet is operational or to conduct an expensive 
meter check at the customer’s premises. 

With respect to AUF’s leak and pool adjustments, OPC witness Poucher conceded that 
where it can be determined that there was a leak at the customer’s premises and the customer 
pays to fix the leak, the company provides a leak adjustment to the bi. 

3. Aesthetics 

AUF witness Luitweiler testijied that a downward trend in the number of water quality 
complaints from customers in the systems addressed by the Utility’s 2008 Original Aesthetic 
Program shows that customers are seeing the benefits of the improvements being made. Further, 
he explained that AUF is developing the next tier of systems for the second phase of its aesthetic 
improvement project, which will include the Andondo Farms water system, among others. 
Witness Luihveiler concluded that AUF’s efforts to improve aesthetic water quality clearly 
demonstrate its commibnent to customer service and to addressing customer satisfaction. 

Arredondo Farms is a mobile home community located in Gainesville that receives water 
and wastewater services from AUF. As the owner and operator of Arredondo Farms, YES 
provides affordable rental housing to its residents and is also an AUF customer. In its brief, 
AUF characterized the community as one in which the resident population has been largely 
transient for years, which results in a large number of move-ins and move-outs and, in tum, 
creates a greater number of service orders and presents billing challenges. AUF further 
confirmed in its brief that the system has been included in the second phase of the Utility’s 
aesthetic improvement project. 

AUF witness Luitweiler testified that the U.S. Environmental Protection Agency (EPA) 
National Secondary Drinking Water Regulations set non-mandatory Secondary Maximum 
Con tamiuant Levels (SMCLs) for constiuents based on aesthetic considerations, such as taste, 
color, and odor. EPA and DEP do not enforce these SMCLs. not 
considered to present a risk to human health at or below the SMCL. He acknowledged that the 
raw water source for some of Am’s water systems contains naturally occurring constituents, 
such as iron and sulfides, which at times can cause undesirable color, taste, and odor. Some of 
these raw water sources also contain calcium and other minerals, which can lead to hard water. 
He asserted that these constituents can often be difficult and expensive to remove. 

Such constituents 

Witness Luitweiler referenced Am’s Original Aesthetic Program developed to address 
customer comments related to aesthetic water quality provided during the 2008 rate case. As a 
result of this program, AUF identified seven water systems where customers bad expressed the 
most concern regarding aesthetic water qualify issues, including Lake Josephine, Leisure Lakes, 
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Sebring Lakes, Rosalie Oaks, Tangerine, Tomoka View, and Zephyr Shores. The scope and 
results of this aesthetic water quality improvement initiative are set forth in detail in AUF's Final 
Phase Ll Quality of Service Monitoring Report dated February 28,201 1 (Final Report). Witness 
Luitweiler testified that aesthetic water quality improvements have been completed at the Rosalie 
Oaks (flushing hydrants and blowof&), Zephyr Shores (flusbiug hydrants, blowoffs, and 
installation of sequestration treatment), Tangerine (pipe replacement and looping, and 
installation of sequestration treatment) and Tomoka View (chlo ramination) systems. Work on 

and installation of AdEdge treabnent to remove hydrogen sullide is currently ongoing 
at Leisure Lakes, Lake Josephine, and Sebring Lakes. Additionally, Lake Josephine and Sebring 
Lakes were interconnected in 2010 to improve supply, presm, and flushing. Improved 
distiibution system monitoring and flushing were also implemented. Witness Luitweiler stated 
that by AUF's water quality complaints, he saw convincing evidence that the water 
quality has improved. He further believe that where. AUF has made treatment and flushing 
protocol chauges, substautid and d e m o d l e  improvements in water quality have been 
achieved. 

. .  

According to witness Luitweiler, AUF intends to continue to address aesthetic water 
quality issues beyond the seven systems discussed above. In selecting the systems to be included 
in the first phase of aesthetic water quality improvements, priority was given to systems with 
SMCL exceedences for taste and odor (due mainly to hydrogen sulfide, iron, and manganese). 
Priority was also given to systems that could have issues with primary drinking water standards. 
'While work on some of the projects in the first phase continues, witness Luitweiler announced 
that AUF is developing the next tier of systems to be included in the second phase of the 
aesthetic improvement project. The Arredondo Farms, Hermit's Cove, River Grove, and 
Arredondo Estates water systems have been selected for this second phase. 

Witness Luitweiler pointed out that Arredondo Farms had no SMCL exceedences and no 
issues related to primary standards. Thus, it was placed in the second tier of systems to be 
considered for aesthetic improvements. The witness contended that the quality of AUF's product 
at the Arredondo Farms water system is good, as is the operational condition of that system. 
Furthermore, witness Luitweiler stated that AUF has made, and continues to make, concerted 
attempts to address customer satisfaction at the Amdondo Farms system. Witness Luitweiler 
admitted that Arredondo Farms' water is hard, but not exceptionally bard for Florida. He argued 
that we have consistently recognized that it is not unusual for Florida water utilities to experience 
water hardness issues, and we have not taken punitive actions against utilities that do. The 
witness noted that in the 1996 rate case involving Arredondo Farms (which was then omed by 
Arredondo Utility Corporation), we found, in Order No. PSC-96-0728-FOF-WS." that while the 
water at the system was hard, it did not present a health hazard. We went on to conclude that the 
treated water provided by Arredondo Utility met or e x d e d  all  requirements for safe drinking 
water and that the utility had sarisfactory water quality. We also wamed in that Order that a 
system-level solution to the hard water issue at Anedondo Farms would not be cost-effective or 
prudent, and that the cost to make such improvements would be passed on to the customers 

l7 Issued May 30,1996, m Docket No. 951234-WS, In re: Amliestion of Arredondo Uti% Comoration. Inc.. for a 
M-assisted rate case in h h u a  C o w  p. 3. 
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through their rates. We noted at that time that customers who found the scaling problem to be 
intolerable had other options. They could either have a local water softening company install a 
water softening unit at a variable price, or they could purchese a whole house Hter. AUF 
maintained that there is no evidentiary basis for us to reverse our previous decision and conclude 
otherwise in the instant case. 

In consideration of system-level alternatives to address the hardness at Amdondo Farms, 
witness Luitweiler indicated that options under consideration currently include softening 
processes other than lime softening, which is still very expensive, adding a sequesterkg agent 
tailored to address the effects of calcium and magnesium, or purchasing water from Chhesdle 
Regional Utilities. He stated that AUF’s ultimate goal is to find a balanced solution that will 
maxbize benefits to customers and minimize upward pressure on rates. AUF does not currently 
have a budget for a specific project because, as witness Luitwder pointed out, it is premature to 
determine exactly what actions AUF is going to take. Witness Luitweder acknowledged that in a 
future rate case, AUF may seek to recover the costs to address the hardness issues and other 
secondary issues. 

With regard to Arredondo Farms, AUF suggested that record evidence indicates that the 
community has experienced a high turnover rate of residents well before YES acquired the 
community in January 2008. AUF witness Chambers testified that due to the high volume of 
turnover, the Utility finds it difficult to determine the true customer of m r d ,  which then leads 
to the issuance of long-bills. Further, evidence related to an AUF study of move-out data for 
Arredondo Farms fiom October 2008 through September 201 1 was introduced, and AUF witness 
Rendell affumed that the study indicated that the number of move-outs in the community were 
higher in each of the two months preceding AUF’s implementation of PAA rates than in each of 
the two months following the same. Specifically, there were 23 move-outs in June 201 1 and 22 
move-outs in July 2011. The PAA rates were implemented in August 2011. There were 16 
move-outs in August 201 1 and 18 move-outs in September 201 1. 

Further, AUF witness Rendell and YES witnesses Harpin and Kurz disagreed with 
respect to the impact of the Utility’s quality of service on the real estate value of property in the 
community. Witness Rendell testified that a presentation made by the Florida Legislature Office 
of Economic and Demographic Research in October 201 1 shows that the entire state of Florida is 
currently expexiencing a decline in property value and a very high level of home foreclosures. 
He asserted that the presentation clearly shows that the decline in the housing market is a 
statewide phenomenon which has nothing to do with AUF’s rates. The presentation actually 
shows that the counties in Florida with the high& number of loans in foreclosure occur in Dade, 
Osceola and St. Lucie Counties, where AUF does not own or operate any water or wastewater 
systems. Witness Rendell asserted that there is no causal relationship between the real estate 
crash and AUF’s rates. 

In response to a Commissioner’s question, AUF witness Rendell testified that Arredondo 
Farms’ customers reap a tremendous benefit by b e i i  AUF customers rather than customers of a 
small local utility. He suggested that there’s a proliferation of hundreds of small systems 
throughout the State of Florida In an effort to contain this proliferation of small system, 
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witness Rendell explained, this Commission considered consolidation of small systems. 
Consolidation allows for synergies between a utility and companies that provide products and 
services, which then allows the utility to provide d c e  at a reduced cost, sharing of personnel, 
and a greater number of customers over which to spread costs. Witness Rendell suggested that 
AUF is better equippxl than a small utility to attract qualified personnel and to obtain financing 
in order to address compliance concerns. Thus, he concluded that AUF customers do not 
exfience as significant an impact as customers of a small utility when AUF receives a rate 
inmase. 

OPC witness Dismukes cited the testimony of numerous customers who expressed their 
complaints about water quality and objections to any rate increase. She stated that customers 
complained about their inability to consume the water, health concerns, and the additional 
expenses incurred unjustly due to purchases of bottled water and water filters. Further, witness 
Dismukes testi6ed that customers have found their use of the Utility’s water to be inconvenient 
and embarrassing. OPC witness Vandiver also emphas i i  that customers find it objectionable 
to use the water for cleaning and bathing. In some systems, she further alleged, customers have 
found the odors emauating h m  the wastewater plant and inadequate disposal of wastewater to 
be objectionable. 

YES witness Kurz referenced complaints h m  Amdondo Farms residents related to, 
among other issues, the quality of the water. Several residents claimed that: the water often 
smells like bleach they do not consume the water due to its foul taste; the water is hard and 
requires special cleaning agents to remove stains h o r n  surfaces; they purchase bottled water for 
consumption; they use water filtration systems; they boil water prior to use; the water has made. 
their children ill, buildup of sand and calcium in water lines has caused low pressure and 
necessitated cleaning and replacement of lines, water heaters, and other appliances; and the lack 
of fluoride in the water has caused dental issues. Residents purchase water for many household 
uses, such as food and beverage preparation, pet care and consumption, personal hygiene, and 
general consumption. Witness Kurz contended that residents do not feel they are receiving a 
quality product, given AUF’s rates and the expenses they bear in purchashg bottled water and 
resolving maintenance issues. Additionally, she refmced complaints of high bills at vacant 
homes, high bills due to backbilling, and poor customer service h m  Am’s call center. 

YES witness Starling festifed with respect to several issues encountered by Arredondo 
Farms and its residents, including a main break that flooded a community playground, the 
removal or demolition of mobile homes by homeowners due to their inability to continue 
residing there or their inability to sell their homes, sediment accumulation in water heaters and 
damaged heater elements, sediment m u l a t i o n  in water lines that result in little to no pressure, 
and sewer backup incidents. She provided photographs to emphasii the impact of these issues 
on the community. She further confirmed that she has encountered obstacles in her attempts to 
assist residents with their AUF-related issues, such as difficulty in establishing payment plans, 
rude CSRs, and Am’s lack of a streamlined customer service process that causes calls to be 
t r a u s f d  among departments in order to achieve a resolution. Similarly, witness Kurz 
described that when she worked on a customer’s issue, she contacted the Utility’s call center, 
spoke with members of AUF’s management team on several occasions, and was repeatedly 
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redirected back to the call center. Witness Kurz also provided similar testimony with respect to 
hardness and sediment buildup, e m p h a s i i  that the costs of plumbing maintenan ce are borne 
by residents and YES. 

DOCKET NO. 100330-WS 

Witness Kurz also testified that when YES represe~tatives have contacted AUF’s call 
center, CSRs have behaved very unprofessionally and have offered no resolutions. She 
referenced instances of interactions with CSRs and characterized that being intentionally put on 
hold without returning to the line as ”very rude.” Witness Kurz concluded that “the customer 
service provided by AUF is rude and condescending.” However, she also suggested that CSRs 
who are not properly equipped to address issues specific to particuh service areas may 
experience a high volume of calls h m  customers in those areas and, in turn, may experience 
ftwtmtion. In combination with customers’ ftwtmtion that CSRs cannot address water quality 
issues to the customers’ satisfaction, this creates a tense environment in which customers’ 
grievances continue to remain unresolved. 

YES witness Kurz alleged thaf despite the countless hours that YES staff spent 
attempting to resolve customers’ issues and obtain responses h m  members of AUF’s 
management team, it was not until YES intervened in the instant case that AUF demonstrated 
that it was concerned about these issues. In addition, she asserted that when members of AUF’s 
management team were responsive, their solutions were passive rather than cooperative, and they 
did not seem to desii to identify the root causes of the billing issues. Witness Kurz argued that 
YES’ earnest attempts to obtain AUF’s attention were futile until YES representatives testified at 
the Gainesville seMce hearing. Their testimony resulted in communication h m  the Utility in 
order to begin working on the relevant issues, and discussions of creating a YESIAUF joint task 
force begaa 

According to witncss KUIZ, a YESIAUF joint task force was foxmed some time after the 
Gainesville senrice hearing. She noted that members of the task force include AUF’s President, 
Rick Fox; AUF and AAI employees Troy Rendell and Susan Chambers; AUF’s Counsel, 
Kimberly Joyce; and YES employees Shawn Harpin, Jeremy Gray, Mallory Starling, and herself. 
AUF Witnesses Chambers and Rendell confirmed that the Utility has been actively participating 
in the task force. Witness Kun testified that approximately three meetings have been held with 
the primary goal to reduce billing errors. One of the task force’s achievements has been an 
improvement in billing errors related to the new customer process. Witness Kurz stated that 
YES has implemented an AUF-genemkd application for utility service, which has given the 
Utility greater confidence in accurate establishment of customer accounts. 

Witness Kun acknowledged that progress has been made through the YESIAUF joint 
task force. She also recognized some cooperation issues, citing some departure h m  the 
procsdures agreed upon by all members. A continued focus on the issues at hand was needed, 
she suggested. Witness Kun also mentioned that the participants in the task force include upper 
level CSRs, some of which “have not been completely helpll with MaUory Starling,” who 
assists residents with their AUF-related issues on a daily basis. 
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YES witness H q i n  asserted that Am’s quality of service and rates have led to a 
massive number of vacancies in this rental community and encumbered the affordable housing 
market in Arredondo Farms; and they have negatively impacted YES’ business by causing YES 
to incur increased marketing expenses and lost revenues after residents vacate their homes. 
Witness Harpin asserted that the real estate value of property in the community is negatively 
impacted by Am’s quality of service and the perception of poor water quality. Additionally, 
witness Harpin noted that YES has incurred increased payroll and maintenan ce expenses for the 
sole purpose of man&& the water issues in Arredondo Farms. 

YES witness Gray also asserted that Am’s rates have severely impacted Arredondo 
Farms. He further noted that the Utility’s 93 percent rate increase in 2009 has resulted in 
customer bills of approximately $125 per month, which represents nearly 50 percent of YES’ 
monthly lot rental fee. According to witness Gray, the Utility’s rates have forced residents to 
leave their homes, with 52 percent of move-outs citing their water bills as the reason for moving. 
With an average of four move-outs per month since January 201 1, witness Gray claimed that 
approximately 32 residents had vacated their homes as of September 12,201 1. Additionally, he 
stated that YES incurs $1,998 per month to rehbish, remarket, and relist that home to attract a 
new resident, which has amounted to approximately $64,000 in expenses year-todate. 
According to witness Gray, these figures do not m u u t  for the amounts of lost rental income 
and rent concessions. He concluded that the Utility’s rates are putting YES out of the affordable 
housing market and that the Utility’s growing quality of service problems have increased 
massive Write-offs, increased turnover costs, impacted resident retention, increased payroll 
expense, and reduced the rent amount YES can charge. YES witness Kurz provided similar 
comments regarding AUF’s impact on YES’ business. 

YES witness Green testified that he is responsible for maintaining the more than 100 
rental homes in hedondo Farms. He alleged that due to Am’s poor response and the 
community’s water problems, YES has taken proactive measures in solving and attempting to 
avoid these problems. Witness Green explained that YES established a program called Gold 
Key Service, in which maintenance personnel conduct monthly inspectiom of the community’s 
homes. Witness Harpin added that technicians ensure there are no leaks in the home that would 
result in a high water bill due to AUF’s rate tiers. Technicians replace plumbw lines that 
provide little to no water pressure due to sediment and calcium build up ftom the poor water 
quality; replace toilet parts that no longer function due to sediment and cause the toilet to run, 
leading to high bills; and replace water heater elements that have corroded due to calcification as 
a result of the water. Witness Green asserted that he has r e~eved  at least five gallons of 
sediment fiom water lines at a particular home, replaced water heater elements, and replaced 
those elements again within two weeks as a result of six to ten inches of sediment buildup in the 
lines. He further stated that he has replaced showerheads, supply lines, shutoff valves, and 
faucets inside a home, all of which has become an uncontrollable cost issue for YES. Leak 
detection and meter check services are also provided to residents as a part of the Gold Key 
Service program. According to witness Green, maintenance personnel conduct weekly meter 
readings for all lots and ensure that meters are functioning correctly. In order to maintain 
residents, he noted they repair any problems identilied at YES’ cost 
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AUF presented evidence h m  the website Homesfacts.com, a service that provides due 
diligence information to potential buyers and renters regarding a particular Community. The 
Homefacts.com website indicated that Arredondo Farms’ water quality is rated as 9.8 out of 10. 
With respect to this evidence, YES witness Harpii stated that the exhibit did not show which 
chemicals were tested and found, which chemicals were tested and not found, and which 
chemicals were not tested. He also asserted that he was not familiar with Homefacts.com’s 
rating scale. However, he admitted that Homefacts.com’s water quality rating of 9.8 out of 10 
would favorably impact a potential resident’s decision to move into Arredondo Farms. 

4. Prior Monitoring 

As previously discussed, AUF and OPC disagreed regarding the outcome of the jointly 
proposed Phase 11 Monitoring Plan approved by us in OUT May 2010 Order. AUF witness 
C h a m h  provided testimony regarding AAI’s call center performance and operations. AUF 
submitted seven monthly reports that showed two to five years of data for company-wide and 
Florida-specific performance measurements taken h m  January 2007 through October 2011. 
Utility management uses the reports internally to: ascerttun ‘ whether the Utility is meeting its 
targeted service performance levels, understand recent per fomce,  identify adverse trends, 
track pending service orders, and ensure that seMce order requests are p p e r l y  addressed as 
soon as practicable. Witness Chambers testified that the data gathered in these worts during the 
Phase II monitoring period was consistent with Am’s expectations, and there did not appear to 
be abnormal variances or trends for Florida calls. 

A comparison of performance data fiom January 2007 through October 201 1 indicates 
that AAI has generall maintained an improved level of performance since October 2008, a 
period of three years.’’ Witness Chambers testified that the Utility consistently met most of its 
self-imposed service goals with some minor exceptions. In general, the exceptions were 
explained by AUF and linked to lmown causes, such as a water main break, hurricane, or impact 
of move ins/move outs and well Bccounfs.19 Also, the number of accounts &&ai by the 
exceptions were quite low, sometimes as few as one or two accounts. 

Following the end of the Phase II monitoring period, additiod improvements were noted 
in January 2011 though October 2011. On average, AAI’s three call centers answered over 
87,000 calls per month with approximately 5,300 calls, or 6.0 percent, placed by Florida 
customers. Although AAI’s total calls increased in 201 1, Florida calls decreased by an average 
of 112 calls per month. In addition, the percentage of Florida calls related to service issues, such 
as water outages, high bills, and service line leaks, decreased from 12.6 percent during Phase II 
to 10.5 percent during 2011, a reduction of 2.1 percent. The remaining calls were primarily 
informational in nature, witb nearly 85 percent of all calls handled through AAI‘s Interactive 

la A detailed analysis of t6c phase II monitoring reports WI@I December 2010 is provided in Order No. F’SC-11- 

Well accounts are AUF intemal accounts for which meter readiogs are obtained and comnmption is tracked, but 
no bills are issued However, because the acwnnts are beig tracked, they will appear on the nnbilled report during 
any monlb for which a meter reading is not obtained, thereby increasing the penentage of active accounts not 
billed. 

0256-PAA-WS.isSuedJ~ne 13,2011,~tbisdockCtAaachment2. 
19 
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Voice Response system. In fact, over 60 percent of Florida calls (an average of 3,200 caUs per 
month), were for routine move idmove outs, pay by phone/SpeedPay, account balance 
verification, and customer account changes, which consistently ranked as the top four reasons for 
calls. Also, on average, calls to CSRs were m e r e d  in 40 seconds, and complaints filed 
directly with AAI were closed in five days. 

Regarding service complaints, witness Chambers testified that any call related to a water 
quality complaint, a boil water notice, or an emergency repair is immediately addressed by a 
customer service technician through the issuance of a service order. AUF strives to address 
customer concerns within 7 to 14 days of the service orders, with 7 days being the goal. Witness 
Chambers t e d e d  that the overwhelming majority of service order requests were addressed 
witbin those timelines, and that Phase II monitoring reports show that AUF vigilantly tracks, and 
consistently follows through on, service order requests.2o 

Witness Chamkers also discussed several procedures related to operation of AAI’s call 
centers, including reviewing call center service metrics, determining staEng requirements, 
providing CSR training, and conducting CSR performauce evaluations. AAI previously 
conducted customer research to gain customer feedback regarding call wait times and expanded 
call center seMce hours. The survey i n d i d  that only 18 percent of survey participants 
answered that their call wait times were longer than expected, and although 82 percent of 
respondents were in favor of extending the call center hours to include late night hours, a 
weekend day, or 24 h o d 7  day operation, only 20 percent were willing to pay for the increased 
CSR hours. In addition, AAl revim its call center metrics on an annual basis to determine if 
changes are needed. Witness Chambers testified that AAI tries to find a balance between metrics 
that are cost-effective and address customer service. 

Witness Chambers also provided testimony to illustrate AAI’s proactive approach to staff 
its call centers to accommodate increased call volumes. The average number of CSRs working 
per day at AAI’s call centers increased h m  approximately 42 CSRs to nearly 63 CSRs between 
January 2007 and January 2008, representing a 50 pe-t increase. During that time, AAI 
converted its customers to one customer information system, and increased the number of 
customers h m  704,150 to 849,027. Witness Chambers testified that AAI increased the number 
of CSRs in response to the increased call volumes and number of customers. In addition, the 
Phase II monitoring reports indicate that the call center performance metrics improved following 
the addition of more CSRs. 

AAI also monitors monthly blocked call or busy signal data provided by the telephone 
company to assess whether additional phone lines may be needed to handle call volumes. 
Witness Chambers testified that over the past three years, AAI’s call centers had received over 
5.8 million calls, and that during that time, the rate of calls blocked had averaged 0.55 percent. 
In fact, 12 of the 22 months reviewed between January 2010 and October 2011 had a blocked 
callrateofzero. 

20SeeOrderNo.PSG114256-PAA-WS,issuedJune - 13,2011,intbisdoc!&-Attacbm~2,p. 153. 
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Also, witness Chambers described the process that AAI uses to route customer calls 
between its three call centers in an effort to minimize customers' call wait times and ensure that 
calls are aflswered by knowledgeable CSRs. AAI's three call centers currently have 116 
dedicated lines to support the maximum requirement of 83 CSRs and the automated Interactive 
Voice Response system. In addition to 77 CSRs employed to work at the call centers, within the 
Quality Control Organization located in Bryn Mawr, Pennsylvania, there are 4 additional CSRs 
who answer calls during the peak days of Monday and Tuesday, and 2 additional CSRs who 
answer Aqua online calls Monday through Friday, for a total of 83 CSRs. All CSRs are 
assigned to various call queues based upon their training rather than their physical work location, 
ensuring that all call centers have CSRs trained to answer any type of call fiom any state served 
by AAI. 

In addition, witness Chambers testified that AAI has taken steps to upgrade the training 
of its CSRs. Since the last rate case, AAI has had 35 CSRs complete a 3course customer service 
tmbhg program developed by the AWWA for utility company CSRs. Witness Chambers 
testified that AAI was the fht utility in the countxy to have its employees complete the full range 
of the AWWA's courses, demonstmikg AAI's commitment to CSR training and improving 
customer service. 

Further, wituess Chambers discussed AAI's procedures for evaluating its CSRs on a 
monthly basis and calculating combied call quality scores for each call center. The quality 
scores are determined by AAI's call center managers who review ten randomly selected calls for 
each CSR per month for performance expectations including greeting and closing, adherence to 
policy, analytical skills, and soft skills. Soft skills are allocated 40 points and analyticaL/&ategic 
thinking skills are allocated 60 points. Witness Chambers explained that any CSR who is found 
to be rude would receive a score below 85, and that any CSR who receives a score below 85 
percent receives coaching. In addition, witness Chambers testified that if a CSR's quality scores 
did not continue to improve, they could eventually be terminated. Sice October 2008, all call 
quality scores for AAI's call centers have remained above AAI's stated goal of 85 percent, 
sometimes reaching 95 percent. 

Witness Cbambers concluded that the results of the Phase II Monitoring show that AUF 
has been proactive in adopting aggressive quality control methods and has done an excellent job 
in meeting those service quality goals, and that AUF has made steady improvement in the quality 
of customer service since the 2008 rate case. Witness Chambers added that the CSR Call 
Quality scores improved dramatically when compared to 2008, the e m o n  rate for Florida has 
been consistently below the target goal of one percent, and there has been a downward trend in 
complaints filed with the Commission. In addition to her direct testimony, witness Chambers 
provided rebuttal testimony on several points raised by OPC related to the Phase II Monitoring 
Plan, as will be discussed la&. 

Tbree wituesses filed testimony on behalf of OPC regarding the Phase II Monitoring 
Plan. OPC witnesses Poucher and Dismukes both testified that AUF had shown some 
improvement in its service quality and call center per fomce.  Witness Poucher noted that 
meter reading complaints related to estimated bills have declined significantly due to AUF's 
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meter replacement program. Also, witness Dismukes acknowledged that a comparison of the 
fust quarter of 2008 to the last ten months of 2010 shows that AUF improved its abandon rate 
from an average of 6 percent to 3.1 percent, improved the percentage of calls answered in less 
than 90 seconds fium 70 percent to 86 percent, and r e d u c e d  the average speed to answer calls 
from 86 seconds to 33 seconds?’ 

However, all rllree witnesses asserted that AUF has not significantly improved its q d t y  
of service as perceived by customers. Witnesses Vandiver and Dismukes both noted several 
instances in which the Utility failed to meet its own service goals, and witness Vandiver added 
that any failures in these areas directly impact customer bills. Witness Poucher suggested that 
AUF’s service metric regarding abandoned calls failed to take into account the customers who 
got a busy signal and were blocked fium entering the call center queue. W~tness Poucher noted 
that most of the busy signal complaints he recalled involved customers who said they had a bad 
problem and could not reach the Utility. He identified three customers who specifically 
complained at a service hearing about getting a busy si& one customer each at the Lakeland, 
Gainesville, and New Port Richey hearings. 

Witnesses Poucher and Dismukes also discussed their con- with the content of the 
Phase Jl monito- reports. Witness Poucher testified that he believes AUF’s goals are 
unsatisfactory, the national call center performance results are not directly translatable to Florida 
operations, and that AUF did not provide historical tracking data that was requested by OPC in 
its initial meetings that could be used to track improved operating performance over an extended 
period of time. He also suggested that AUF’s goal of answering 80 percent of its calls in less 
than 90 seconds is not strong enough and should be changed to a goal of answering 95 percent of 
all calls in30 to 50 seconds. 

In addition, witness Dismukes noted that AAI’s call center metrics do not show specific 
Statistics for Florida customers. She recommended that we order the Utility to gather state 
specific call center data on a going forward basis, ifthe cost of doing so is reasonable. Witness 
Dismukes provided the Connecticut Light & Power Company’s (CLP) call center statistics for 
2008 and 2009 as an example of call center standards adopted in other jurisdictions. She 
indicated that she would expect dif€erences between the statistics that an electric company would 
generate versus a water company, such as a longer average handle time per call for electric utility 
calls because they are more complex and have more complex customers than a water utility. 
However, witness Dismukes later testified that she was not recommending that we use the CLP 
call center metrics as a benchmark to measure Am’s call center performance. She suggested 
that an AWWA publication regarding water utility customer relations best practices would be a 
good reference for measuring a utility’s customer service performance. 

In response, AUF disagreed with OPC‘s claim that no historical data was provided. AUF 
witness Chambers testified that in addition to providing all of the information contemplated in 
the Phase II reports to which OPC had agreed, AUF specifically provided historical information 

*’ Witness Dismukes included March and April 2010 in this analysis, which were. ouiside the F’hase Il rnonitOring 
period 
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concerning the reports and metrics. Also, regarding OPC’s recommendation that we order the 
Utility to gather state specific call center data on a going forward basis, AUF witness Chambers 
testified that AAI does not currently have the ability to produce the Call Center Monitorkg 
Statistics Report for a specific state, and she did not know if the system could be modified to 
produce such a report. In response to OPC‘s assertion that AUF’s goals are unsstisfactory and 
that the call answer time goal should be changed, AUF witness Chambers testified that to change 
the call answer time goal of answering 80 percent of all calls in less than 90 seconds to 
answering 80 percent of all calls in 60 seconds would require hiring additional CSRs and most 
likely increasing the dedicated phone lines. Also, the Utility would have to staff for the peak 
days of Monday and Tuesday. However, based upon the input that AUF received initially h m  
its customers in the Pennsylvania survey, she testified that it would not be appropriate to change 
this goal, and that the current goal of answering 80 percent of all calls in less than 90 seconds 
should be maintained Further, the current metrics in 201 1 show an overall average answer time 
of 40 seconds. In addition, witness Chambers disagreed with OPC‘s assertion that AAI has an 
insufficient number of telephone lines in its call centers and that blocked calls are a signiscant 
problem Witness Chambers testified that 116 lines of capacity are more than an adequate 
number of incoming l i e s  and that the average blocked call rate of .55 percent is an excellent 
record in her opinion. 

Also, in response to the OPC‘s exhibit on CLP’s call center statistics for 2008 and 2009, 
witness Chambers demonstrated that AAI had already adopted similar metrics and achieved 
Siguificantly better performance than CLP. A comparison of CLP’s statistics to AAI’s current 
Statistics for 201 1 shows that CLP’s 2009 average speed to answer CSR handled c a b  was 296.6 
seconds versus AAI’s lower average of 41 seconds. Witness Chambers also noted that CLP’s 
average call abandonment rate was 19.1 percent in 2008 and 26.2 percent in 2009 versus AAI’s 
2011 average abandon rate of 3.6 percent Further, CLP’s average call handle time was 
appmxhately 6 minutes and 24 seconds versus AAI‘s 201 1 average bandle time of 4 minutes 
and 28 seconds. 

c. Commission Conclusion on Utility’s Attempt to Address Customer Satisfaction 

Review of the customer testimony provided at the ten service hearings with regmd to 
AUF’s quality of service shows that customers expressed complaints related to water quality, 
billing, outages and PBWNs, customer service, community impact, and lifestyle changes. As 
stated earlier, we do not take lightly the concerns of these individuals, particularly considering 
the current state of our economy as it peaains to levels of employment and income and the 
ability of working class and retired citizens to pay their water and wastewater bills. We do note 
that AUF appears to have worked diligently to address specific customer complaints by working 
toward resolutions with customers, such as establishing payment plans and applying Commission 
rules related to billing and discontinuance of service in a more customer-friendly mauner. 

The Utility has shown that it has taken steps toward improving customer service, 
including establishing programs to enhance customer responsiveness, improve customers’ 
interactions with field technicians and CSRs, standardize routine utility processes, and enhance 
customers’ confidence in the Utility. Record evidence indicates that complaints fled against the 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 48 

Utility have decreased by approximately 24 percent &om 2007 to 2010, despite the fact that there 
was a protested rate m e  in progress which generally leads to an increase in complaints filed- 
We believe that this decrease in the. volume of complaints can be attributed to the fact that 
customers are experiencing the benefits of the Utility’s improvements. 

Although testimony reflects that CSRs have been rude to customers, there does appear to 
have been improvements. We believe AUF has worked to provide additional training to its 
CSRs in order to provide more Satisfactory and more efficient service to callers, and AUF has 
cited that its review of calls in which customers deemed CSRs rude revealed only one instance in 
which the CSR could have been more helpful but was not rude. We would encourage AUF to 
continue to provide training to its CSRs, particularly with respect to those issues that are unique 
to Florida customers, such as water quality. 

However, we note that customers have historicdy had significant concerns with respect 
to AUF’s billing practices. Although the Utility continues to take steps to address billing and 
payment issues raised by customers in the 2008 rate case and in customer meetings and customer 
service hearings in the instaut case, we note there was still extensive testimony on problems with 
billing, especially with backbilling. Having reviewed the policies and procedures AUF has put 
in place to address b a c k b i i  high bills, online payments, leak adjustments, and shut-off for 
nonpayment instances, we believe AUF is moving toward ameliorating these problems. Further, 
we note that in some instances the Utility has gone beyond what is required by our rules in its 
efforts to address customer billing concerns. 

&garding aesthetics, it appears that the Phase II aesthetic program has had some success, 
and we believe the Utility should continue to attempt to find cost-effective means for improving 
aesthetics. We note that the naturally occuning aesthetic properties in some systems’ water 
s o m s  can often be difficult and expensive to remove. We believe AUF’s aesthetic program is 
a competent plan to effectively address its customers’ aesthetic water quality concerns. This is 
evident through confkmation of work that has been completed to improve aesthetic water 
quality. 

Although it does not appear that AUF is providing a harmN product to its customers, 
there was evidence that the Utility’s product was undesirable to many customers. We believe 
that although Am’s aesthetic improvement project has been well developed and appears to be 
progressing toward improvement in customer satisfaction concerning water q d t y ,  AUF is 
faced with a challenging situation. Therefore, we encourage the continuation of AUF’s aesthetic 
improvement program and the inclusion of the next tier of systems intended for the second phase 
of the project with the caveat that the Utility be aware of the costs and use the most cost-effective 
means. In addition, we encourage the continuation of the YES/AUF joint task force to continue 
to work toward unique account establishment, billing, and shutoff issues that affect the 
Amdondo Farms community. 

AUF and OPC disagreed regarding the outcome of the jointly proposed Phase. II 
Monitoring Plan. AUF argued that it has made steady improvement in the q d t y  of customer 
Service since the 2008 rate case, while OPC argued that there was no significant improvement in 
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the qualiw of service based on the eight months of additional monitoring. We agree with points 
raised by both parties. OPC is correct that there were no signiticant improvements noted solely 
during the eight months of additional monitoring. However, when the review is extended to 
include all the available information leading up and subsequent to Phase I& the record supports 
AUF’s testimony that its call cente~ and customer service performance has improved. Further, 
the m r d  supports that AUF has either maintained or further improved its performance 
measures since October 2008, a period of three years. 

Also, it appears AUF did not provide historical data or m c i e n t  information on Florida 
calls. AUF has provided data as far back as January 2007 for certain performance measures. 
Combined with the updated infomation through October 201 1, all the parties were given m l y  
five years of data to review. Further, five of the seven reports provided during the Phase II 
monitoring period were specifically related to Florida calls. We believe that W g  all of  the 
reports together provide a comprehensive view of AAI and AUF’s performance with respect to 
calls and complaints &om Florida customers. In addition, because all AAI customer calls are 
routed through AAI’s call centers using the same process, it appears that the national call center 
performance results are directly translatable to Florida operations. The evidence supports that 
Florida customers will share similar call experiences with customers &om other states, and that 
call metrics are affected more by other factors, such as call volume and the number of CSRs, 
than by the state h m  which the call is placed. Although we agree with OPC‘s testimony that 
blocked call data should be considered when reviewing call center performance, we disagree 
with OPC‘s assertion that blocked calls are a significant problem with AAI‘s call center 
operations or performance metrics. Further, the evidence demonstmtes that AAI has 
implemented call center metrics similar to those implemented in other jurisdictions, and in fact, 
experienced better results than those reported in the CLP call center exhibit provided by OPC 
witness Dismukes. 

We note that AAI has taken many steps to ensure proper operation of its call centers 
including, but not limited to: reviewing its call center metrics on an annual basis; responding to 
permanent increased call volumes by employing additional CSRS, responding to peak call days 
by adding additional CSRs on those days; implementing a call routing system that allows calls to 
be routed to other call centers during times of high call volumes; assignhg CSRs to various call 
queues based upon their to ensure that calls are answered by CSRs trained on those 
issues; monitoring monthly blocked &usy signal data to assess when additional phone lhes 
and/or CSRs may need to be added; evaluating CSR performance monthly; providk~ coaching 
to CSRs with inadequate performance scores; and providing additional m g  to CSRs through 
the AWWA. In addition, the record shows that AAI previously conducted a year-long survey of 
its Pennsylvania customers to review the need and desire on the part of customers to add 
additional call hours and CSRs. All these factors demonsttslte that AAI is being attentive to the 
performance of its call centers and is prepared to make changes in its telephone system, call 
center staffin& and training when the performance data indicates sufficient need, 

Regarding the results of the Phase 11 Monitoring Plan, overall, we believe Am’s  
arguments that it bas been proactive in establishing its quality of service metrics and 
implementing changes to address customer service concerns has some merit. The evidence 
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supports Am’s assertion that it has made improvement in the quality of customer service since 
or fuaher improved its customer service the 2008 rate case, and bas either mamtamd 

performance metrics since October 2008, a period of three years. However, noting the volume 
and nature of the calls, the customers’ testimony at the seMce hearings, and the total number of 
customer complaints, we find that the Utility has not yet reached the level of service that we 
could determine to be satisfactory. In review of the evidence provided, and pursuant to Rule 25- 
30.433(1), F.A.C., we find AUF’s attempt to address customer satisfaction is marginal. 

. .  

Further, although we have found the Utility’s quality of service to be marginal, any 
quality of service monitoring costs incurred during the test year shall be amortized over a 5-year 
period pursuant to Rule 25-30.433(8), F.A.C. In a late-filed hearing exhibit, the Utility reflected 
that it included $75,225 in test year expenses for OUT resujred Phase I Monitoring Plan. In 
accordance with Rule 25-30.433(8), F.A.C., and allowing an annual expense of $15,045,0&M 
expenses shall be reduced by $60,180 and working capital be increased by $60,180. The table 
below reflects the adjustments to each rate band and stand-alone system. 

Amortization of Phase I Monito~ing Plan Costs 
I I Working 

5. Conclusion 

Based on the record evidence, we fmd tbat the quality of the Utility’s product and the 
operating condition of the Utility’s plant and facilities are each marginal, as well as its attempt to 
address customer satisfaction. Therefore, we find A W s  overall quality of service shall be 
hedmarg ina l .  



ORDERNO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 5 1 

B. Additional Actions for Oualify of Service 

In our PAA order issued in this docket, we: (1) found that A W s  quality of service was 
marginal; (2) proposed a 25-basis point reduction from the midpoint of the ROE calculated 
pursuant to the current leverage graph; and (3) proposed to require development of a Phase III 
Monito~ing Plan. These findings and requirements were protested, and thus became null and 
void. 

At the request of the parties, what had been one issue addressing quality of service in the 
PAA Order was split into two issues, with the first issue addressing the quality of service 
(discussed above), and the second issue addressing whether any additional actions should be 
taken by this Commission based on AUF’s quality of service. Under this issue, there are two 
main subpar@. The first subpart addresses whether the quality of service is so deficient that AUF 
should be penalized by reducing its ROE from the normal midpoint as would be indicated by the 
current leverage formula The second subpart addresses whether the quality of A W s  service is 
so deficient that a third monitoring plan should be initiated. Each of these subparts is discussed 
below. 

1. Parties’ Armrents 

a Parties’ Arments on PenaltiedReduction of ROE 

AUF witness Szczygiel testified that he disagreed with OPC witness Dismukes’ 
testimony urging us to impose a 100-basis point penalty on the Utility’s ROE for inSufEicient 
quality of service. Witness Szczygiel pointed to the testimonies of AUF Witnesses Luitweiler 
and Chambers, along with various DEP and WMD witnesses, that demonstrate that AUF’s 
quality of service is good and bas significantly improved since the last rate case. Further, he 
testified that the reduction is unwarraukd and would result in confiscatory rates. Finally, witness 
Szczygiel noted that witness Dismukes had argued for similar draconian ROE penalties in the 
last rate case, which we rejected, 

AUF argued in its brief that a plain reading of Section 367.111, F.S., authorizes this 
Commission to redm a utility’s ROE o& if it is shown that the utility has failed to provide 
water and wastewater service that meets standards promulgated by DEP or the WMDs. AUF 
also cited a ~ s e  in which the Florida Supreme Court cautioned that our authority to reduce 
earnings is a ‘’powerful tool” to bring about improved utility services, but it should be used 
“caefklly” so as to avoid depressing eamings to a level that would jeopardize the utility’s ability 
to conhue service improvemat programs. Askew v. Bevis, 283 So. 2d 337, 340 @la 
1973). AUF referenced two Commission orders that it believes demonstrate that we have been 
careful to limit ROE penalties to egregious situations such as where the utility has flagrantly 
disregarded environmental regulations or ignored Commission rulesz AUF asserted that there 

22 order No. PSGo3-0699-PAA-SU, issued June 9,2003, in Docket No. 020439-SU, In m: Aoolication for a 
Staff-asSiSted rate ulse k~ Lee COUU~V bv Sank1 B~VOUS Utilitv Corn oration; and -NO. PSC-9&0763-FOF-SU, 
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is no evidence in this case, and indeed no claim, that AUF has flagrantly disregarded DEP or 
Commission rules, c h g e d  unauthorized rates, or ignored our SWS requests for information. 
Further, AUF noted in its brief that OPC witnesses could not identify any promulgated DEP or 
WMD standard that AUF failed to meet in this case. 

In addition, AUF cited the Supreme Court decision in Gulf Power Co. v. Wilson, 597 So. 
2d 270 (Ha 1992), and noted that it is particularly instructive in addressing whether we should 
impose an ROE penalty on AUF. In its briec AUF discussed that in that case, the utility’s 
management admitted that a senior executive had for years been engaged in corrupt practices 
such as theft, misuse of utility property, and inappropriate political contributions. This 
Commission r e d d  Gulf Power’s ROE by 50 bask points, but limited that ROE reduction to a 
period of two yeam on the basis that utility management had shown a commitment to address its 
prior problems. AUF argues that none of those extraordinary circumstaum are present in this 
case. AUF argued in its brief that AUF is committed to taking actions beyond that required by 
law to improve customer service. Further, AUF argues the punitive ROE penalty recommended 
by OPC ignores AUF’s good faith efforts to provide and improve its q d t y  of service to 
customers, and should be rejected. 

(2) OPC 

OPC witness Poucher recommended that we reach a finding that AUF’s service is 
unsatisfxtory and set rates based on an ROE that is at least 100 basis points below the midpoint 
until such time as AUF’s service is deemed satisfactory. Witness Poucher testitied that the 100- 
basis point reduction would serve as an incentive to motivate AUF to improve its service, 
product, and operational efficiency. Witness Poucher also indicafed that there were no DEP or 
WMD standards that he was alleging that AUF had failed inthis case to warrant anROE penalty. 
Rather, he stated that the recommendation was based upon customer complaints about customer 
service that were heard at the service hearings, and on AUF’s Mure to meet some of its internal 
performance goals. 

OPC witness Dismukes also recommended that we reduce AUF’s ROE by 100 basis 
points. In support of this recommendation, witness Dismukes asserted that the customer 
testimony and customer complaints, as well as the information provided in the testimony of 
witnesses Vandiver and Poucher, provide clear indications that despite our initial finding of 
substantial improvement, the Utility has a long way to go before its quality of service can be 
considered satisfactory. Witness Dismukes discussed several cases in which we have made ROE 
reductions, including a 100-basis point reduction for Pine Island Utility and Consolidated 
Utilities Company, a 50-basis point reduction for Aloha Utilities and Ocean Reef Club, and a 25- 
basis point reduction for Southern States Utilities (the predecessor for most of the AUF systems). 
Witness Dmukes added that while there has been some improvement in the call center 
statistics, there are sti l l  numerous problems which have not been resolved, including: customer 
service, billing BCCUTBCY, estimated bills, and water quality. Thus, there has been a continuation ’ 

issued June 3,1998, m Docket No. 971182-SU, 
BFF Corn. 
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of the problems identified in the 2008 rate case. Witness Dismukes also i n d i d  that she was 
not testifying on DEP standards, and that her testimony regarding water quality deficiencies was 
h m  the customer’s perspective h m  the service hearing transcripts. 

OPC argued in its brief that the reduction of 100 basis points is necessary to effect change 
in AUF’s behavior that is long overdue without creating financial jeopardy to the Utility. OPC 
also noted that a 25 basis point reduction in revenue is less than $90,000 on a combined basis, 
and represents .6 percent of AUF‘s 2010 total revenue or less thau .01 percent of AAI’s 2010 
total revenue. In contrasf a 100-basis point reduction would be approximately 2.6 percent of 
AUF’s total revenues and .05 percent of AAI’s total revenue. 

(3) YES, Pasco County, and AG’s Argument 

Although the other Interveners agreed that AUF’s ROE should be reduced by 100 basis 
points, they did not offer specisc testimony or any arguments in their briefs on this issue. Also, 
YES took the position that we should disallow a porfion of executive salaxies and the requested 
rate case expense, but did not present any argument under this issue. 

b. Parties’ Arguments on Continued Monitoring 

(1) AUF 

AUF argued in its brief that the record reflects that additional monitoring is not required 
and would impose unneessary  costs on the Utility and its customers. Further, AUF argued that 
for over two years its seMce quality has already been the focus of two separate and rigorous 
monitoring plans. AUF contended that the monitoring results, which are a part of the record in 
this case, show that AUF has good customer service and consistently complies with 
environmental requirements. AUF also noted that the record evidence shows that the Phase I and 
Phase II Monitoring Plans have imposed significant costs on AUF in excess of $230,000. 

In addition, AUF stated in its brief that, “OPC‘s request for continued monitoring rings 
hollow especially when OPC was so apathetic to the monitoring plans it initially worked to 
develop and ultimately agreed to.” AUF added that, “[tJhe apathy was exemplified at the hearing 
when OPC witness Poucher admitted that, while AUF had complied with OPC’s request and 
provided OPC with the audio tapes of al l  of the calls into the call centers, the OPC had never 
attempted to listen to even one of the tapes.” AUF also noted that witness Poucher admitted that 
the OPC had never visited and inspected AAI’s call center even though such inspection was 
expressly contemplated by our Phase II Monitorjng Order. During her deposition, witness 
Chatnbers elaborated that AUF felt that OPC’s visit to an AAI call centex would give OPC a 
better understanding of M ’ s  organization by providing OPC with firsthand knowledge of the 
call centers, how the calls come in and how AAI operates. AUF concluded in its brief that ‘‘[iln 
light of AUF’s demonslrated commitment to improved customer service, additional m o n k @  
is unnecessary and would not be cost effective.” 
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During her deposition, witness Chambm testified that AAI does not currently have the 
ability to produce the Call Center Monitoring Statistics Report for a spec& state as was 
suggested by OPC Witness Dismukes, and she did not know if the system could be. modified to 
produce such a report. Also, she opposed OPC wiiness Poucher’s suggestion that the Utility be. 
required to provide information on every complaint as paxt of a Phase III Monitoring Plan 
because it had already done so during Phase I at a cost of $100,000. In the event a third round of 
monitoring is implemented, witness Chambers suggested that it include reports similar to those 
used during Phase II. 

(2) OPC 

As discussed above, OPC believed AUF’s quality of service was unsatisfactory. 
Consequently, OPC witness Poucher testified that that we should require our &to continue to 
actively monitor AUF’s service quality and require AUF to provide prompt and comprehensive 
reports reganling its efforts and progress in pmviding a drinkable, quality product. Witness 
Poucher recommended that our staff, OPC, and AUF work collectively to develop and 
implement a monitoring program that includes measurement, benchmarks, and programs that 
would improve AUF’s operational efficiencies and service quality. During his deposition, 
witness Poucher recommended that the Phase III Monitoring Plan should include a review of 
every complaint received by the Utility as was done in the Phase I Monitoring Plan. He 
recommended tbat we require the Utility provide documentation showing the facts and closure of 
every complaint received, not just the complaints filed with the Commission. 

OPC Witness Vandiver testified that she bad not developed a specific monitoring plan or 
performance standards, but suggested that a third phase of monitoring should include DEP 
compliance, billing issues, and customer service issues. In addition, she suggested that we 
develop some of the metrics instead of using Am’s metiics, unless AUF has some metrics that 
meet what we are interested in. 

Regarding additional options, OPC Witness Dismukes recommended that we order the 
Utility to gather state specific call center data on a going forward basis, if the cost of doing so is 
reasonable, and suggested use of an AWWA publication regarding utility customer service best 
practices. Although Witness Dismukes provided an exhibit showing call center metria for CPL, 
she later indicated that she was not suggesting that it be used as a benchmark to measure AUF’s 
PerfOrmanCe. 

(3) YES, Pasco County, and AG 

None of these three parties offered any specific testimony or arguments in their briefs 
regarding additional monitoring. 
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2. Commission Analysis 

a PenaltiedReduction of ROE 

Section 367.11 1(2), F.S., states in part, “[ilf the commission finds that a utility has failed 
to provide its customers with water or wastewater service that meets the standards promulgated 
by the Department of Environmental Protection or the water management districts, the 
commission may reduce the utility’s retun on equity until the standards are met” As discussed 
above in Section N. A. Oualitv of Service, although AUF has taken steps, and is continuing to 
take steps, which address the environmental compliice and customer service issues that have 
been raised, the Utility has not yet reached a level of service that we consider Satisfactory. 
Having found that the overall quality of service is marginaI, we find that the ROE shall be 
reduced from the midpoint as i n d i d  by the current leverage h, pursuant to the holding of 
the Florida supreme court in Gulf Power C0mm.w v. W i s o F  OPC cited numerous times 
where we have reduced the ROE based on marginal quality of service. In cases of Unsatisfactory 
quality of service we have reduced the ROE by as much as 100 basis points. However, we note 
that we have imposed a penalty approaching 100 basis points only under egregious 
circumdanm. We do not think such egregious circumstances exist in this case. Therefore, we 
do not agree with OPC that ROE should be reduced by 100 basis points. htead, because we 
have found the quality of service to be marginal, under the circumstances set forth herein, we 
&d that the ROE shall be reduced by 50 basii points. 

b. Continued Monitoring 

As noted above, AUF believes no continued monitoring is warranted, but OPC witness 
Poucher recommended we require a Phase III Monitoring Plan to include a review of every 
cornplaint received by the Utility as was done in the Phase I Monitoring Plan. Staff witness 
Hicks provided testimony regarding our process for regularly reviewing complaints filed with the 
Commission for rule violations. She testified that during the complaint resolution process, 
complaint staff determines if the complaint is a possible rule violation. If it is determined that 
the complaint is a possible rule violation, an Maction close-out code is applied to the complaint 
so that it can be tracked. Technical staff is then notified when there appears to be a significant 
number of possible violations of the same rule or a large quautity of possible violations received 
in a short t i m e b e .  Witness Hicks testified that AUF did not receive a significant number of 
a p n t  d e  violations from 2009 through 2011. 

However, as noted by witness Poucher, witness Hicks’ review is only applicable to 
complaints fled with the Commission. Witness Poucher recommended that we r e q h  the 
Utility to provide documentation showing the facts and closure of every complaint received by 
AUF, not just the complaints filed with us. 

Something similar to this has already been done in Phase I, and it proved to be qdte 
costly. As noted by AUF, the Phase I and Phase II Monitoring Plans have imposed significant 

23 597 So. 2d 270 @la. 1992). 



ORDERNO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 56 

costs on AUF in excess of $230,000. Further, by witness Poucher’s own admission, these p h  
did not appear to be effective. Also, during Phase I, approximately six months of call center 
sound recordings and detailed complaint rea& were monitored with no adverse trends noted by 
our M. Although OPC has recommended that we require similarly detailed records again, 
witness Poucher admitted that OPC never listened to any of the call center sound recordings 
provided to OPC by AUF during Phase 1. Witness Poucher stated, “I didn’t think they were of 
value since you made the company aware that you’re going to be taking observations of their 
calls.” Therefore, we find that continued monitoring of this nature is not warranted. Such 
intense monitoring is not cost effective and may have reached a point where it is 
counterproductive. 

Further, the evidence suggests that while OPC has been a strong proponent for the Phase 
I and Phase II Monitoring Plans, and took part in the development of the Phase II Monitoring 
Plan, it appears that OPC has little faith in the efficacy and worth of the data that was provided 
pursuant to the Plans. Instead, OPC has relied more heavily on customer testimony in 
debmining what further actions should be required. Based upon the record evidence in this 
case, we do not believe a third round of call center monitoring as was done in Phase I is 
necessary, and agree with Am’s testimony that a Phase Ill Monitoring Plan of this nature would 
impose unnecessary costs on the Utility and its customers. In addition, the Phase JJ monitoring, 
while less costly, still caused AUF to incur substantial costs. Therefore, we find that additional 
monitoring in the nature of the Phase I or Phase 11 Monitoring Plans shaU not be continued. 

However, based on testimony provided, there appears to be significant customer and 
Intervenor con- Tegardiug the number of and compliice with the requirements for PBWNs. 
Also, our staff has advised US of four very brief reports that were helpful in monitoring the 
service provided by AUF, and which were already generated by AUF. These reports are: (1) the 
Call Center Monitoring Statistics Report; (2) the Management Quality Performance ReporC (3) 
the Florida Complaint Support Information FkpoR and (4) the Florida Score Card Report 
Further, as regards the Florida Complaint Support Information Report, our staf€ advises US that 
only the bottom-line total is needed from that report F d y ,  we note that AUF continues to 
have multiple warning letters, consent orders, or notices of violation fiom either DEI’, CH, or the 
WMDs. Based on the above, we find that our staff shall continue to monitor these type of 
problems and have access to the abovenoted documents. In consideralion of the less than 
positive Perception by those parties and customers towards Am’s handling of PBWNs, the 
continubg problems with customer complaints, and the multiple warning letters, consent orders, 
or notices of violation, we find that our staff shall continue a modiiied monitoring of these areas. 

Specilically, we believe that the parties’ and customers’ concern can be addressed more 
effectively through our StatTs review of quarterly status reports regarding PBWNs, the four 
abovsnoted AUF reports, and any new waming letters, consent orders, or notices of Violation 
that may OCCUI. Based on all the above, we &d that a third phase of monitoring addressing 
AUF’s caU centers and all complaints not filed with the Commission is not warra~ted and would 
not be cost effective. However, we further find that, along with our current process for 
monitoring complaint trends, for a period of one year following this Final Order, AUF shall 
provide quarterly repolts regarding PBWNs, the Call Center Monitoring Statistics Report, the 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 57 

Management Quality Performance Repon the Florida Complaint Support Information R q r t  
(only the overall monthly bottom-line totaIs for CSR contacts), and the Florida Score Card 
Report. For the quarterly PBWNs Report, the report shall include an explanation for each 
occurrence, the name of the systems where each PBWN occurred, the number of customers 
affected, explanation as to how the customers were notified, and the length of time the PBWNs 
remained in effect The PBWN reports shall also include a surmnary of customer responses to 
the PBWNs, and any written customer responses shall be attached to the report. 

As indicated above, the infomation obtained through the required reports is for this 
Commission to observe Am’s attempt to address customer satisfaction related to PBWNs and 
quality of service. Our staff will review each report for consistency with our order and will 
report back to us if it has any concerns. 

3. Commission Conclusion 

Based on the analysis above, we find that: (1) the Utility’s ROE shall be reduced by 50 
basis points from the midpoint of the current leverage grapb and (2) there shall be no continued 
rnonito- plan similar to the plans developed in Phase I and Phase II except as discussed above 
concerning PBWNs, the four reports, warning letters, consent orders, and notices of violation 
that may occur. For these concerns, AUF shall provide quarterly reports regarding PBWNs, the 
four abovenoted reports, and any new warning letters, consent orders, or notices of violation 
that may occur for a period of one year following the issuance of this Final Order in this docket 
Our staff will review each report for consistency with this order and will report to us if it bas any 
concern. 

V. RATE BASE 

A. Pro Forma Plant 

In the PAA Order, we disallowed several proposed pro forma projects requested by AUF 
due to insdcient supporting documentation regarding the cost and completion of the projects.” 
In Am’s cross-petition of the PAA Order, it requested that six of these projects be recognized 
for purposes of this case. 

1. Parties’ Arments 

AUF witness Luitweiler testified that, to include a pro forma project in rate base, this 
Commission requires documentation supporting the purpose, design, and price of the project to 
allow sufficient evaluation of the project’s prudence. This requirement is i y p i d y  met through 
executed contracts, work orders, and current price quotes. OPC witness Woodcock, the only 
other witness to address Am’s pro forma plant requests, conceded thst if AUF secured bids and 
provided proof that construction would be underway within the required period, then the projects 

21 Order No. PSC-1 la256PAA-WS, pp. 35-42. 
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should be placed into rate base. In its brief, the Utility asserted that its undisputed evidence 
supports the purpose, design, and price of these six pro forma plant projects, and also 
demonstrates that each has been or will be placed into service within the period. Thus, 
AUF contended that these six projects should be included in rate base. 

AUF argued that it has demonstrated that all six of these projects wiU be completed by 
February 2012, within 24 months after the end of the test year. The Utili@ contendedthat OPC’s 
assertions that AUF’s pro forma plant projects wiU not be completed within 18 months h m  the 
end of the Writ test year references a non-existent standard Moreover, the Utility pointed out 
that Section 367.081(2)(a)2., F.S., provides that, in fixing rates which are just, reasonable, 
compensatory and not unfairly dischinatog, we “shall consider utility property, including land 
acquired or facilities constructed or to be constructed within a reasonable time in the hture, not 
to exceed 24 months after the end of the historic base year,” not 18 months. The following 
discussion addresses Am’s support for each of these six plant projects. 

(1) Breeze Hill Wastewater I&I Project 

AUF witness Luitweiler testified that the Breeze W wastewater system previously had a 
high amount of [&I. Witness Luitweiler proposed an I&I rehabilitation project in its rate w e  
sling to address the excessive I&I. Witness Luitweiler stated this project was completed in 
Mmh2011. He indicated% onMay 31,2011, this project was closed &om CWIP into plant 
in service. Witness Luitweiler testified that the total amount of this now-closed project is 
$78,165, including overhead. 

(2) Lake Josepbjne and Sebring Lakes AdEdge Water Treatment Project 

Witness Luitweiler testified this project has been designa permit applications have been 
submitted to DEP, and the equipment ordered. In his rebuttal testimony, he testified that the 
filtration equipment h m  AdEdge was delivered on October 12,201 1. Witness Luitwder stated 
that a contractor was engaged to complete installation of the AdEdge treatment at both facilities 
by November 201 1. Witness Luitweiler testified that the projected cost for these two projects of 
$372,760 should be included in rate base as pro forma plant. 

(3) Leisure Lakes AdEdge Water Treatment Project 

Witness Luitweiler testified this project has been designed, a permit appIication has been 
submitted to DEP, and the equipment ordered. In his rebuttal testimony, he testified that the 
filtration equipment was ordered h m  AdEdge while the permit application was pending at DEP. 
Witness Luitweiler testified that a construction permit was lina.ily issued by DEP on October 6, 
201 1. He stated that the work on installing the treatment equipment is to begin in November 
2011. In its brief, AUF stated it expects construction to be completed by mid-Janw 2012. 
Witness Luitweiler testified that actual costs of $105,799, plus additional costs for -0% 
inspection and certification for this project should be included in rate base as pro forma plant 
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(4) Peace River Water Treatment Project 

Witness Luitwefier testified that AUF completed the Peace River Water Treatment 
Project design and submitted the permit application to DEP. He testified that AUF executeed a 
con- with the treatment system supplier on August 23, 2011. In his late-filed deposition 
Exhibit 5, witness Luitweiler provided an executed contract for construction dated November 18, 
2011. He asserted this project is expected to be completed by February 15, 2012. Witness 
Luitweiler testified this project, which is required by a DEP Consent Order, will cost $204,681 
and should be included in rate base as pro forma plant. 

(5) Tomoka Twin Rivers Water Treatment Plant Tank Lining Project 

Witness Luitweiler testified that the need for this project was identified in a February 2, 
2010, Volusia County Department of Health (VCHD) letter, which addressed the age and 
condition of the concrete block tank at the Tomoka Twin Rivers plant Witness Luitweiler 
indicated that the previous owner failed to coat the tank and the project to reline the tank was 
completed in May 2011. On June 30, 2011, this project was closed h m  CWP into plant in 
service. Witness Luitweiler indicated that the total amount of this now-closed project is $48,066, 
including overhead, and should be included in AUF's rate base in this rate case. 

(6) Sunny Hills Water System Water Tank Replacement Project 

Witness Luitweiler testilied that AUF completed a design for a new water tank and 
piping, and the design and construction permit application was filed with DEP on June 6,201 1. 
Subsequently, the tank was ordered, a contract was executed on September 14,201 1, and AUF 
authorhd a contractor to commence work. Witness Luitweiler asserted that the total amount of 
this project is $267,885 and should be included in rate base as pro forma plant. 

In closing, AUF argued that three of these projects were performed to comply with 
environmental requirements, including: (1) Peace River Gross Alpha Treatment; (2) Sunny WS 
Additional Storage; and (3) Tomoka Twin Rivers Tank Liners. The Lake Josephine and Sebrhg 
Lakes A w e  and Leisure Lakes AdEdge Treatment projects were undertaken due to the 
Commission-approved Phase II Aesthetic Water Quality Improvement plan. As such, AUF 
argued that it is entitled to recover the costs of these projects pursuant to Section 
367.08 1 (2)(a)2.c., F.S. 

OPC protested the inclusion of several of these item due to the Uncertainty of the 
completion of the projects. OPC witness Woodcock testified that he was concerned that even 
though the equipment for improvements may have been purchased, there is no commitment that 
they d l  actually be instaUed and placed into operation. Further, witness Woodcock expressed 
that even though the projects may be bid out to a contractor to install, there may be other reasoso~~s 
that could delay or prevent the projects h m  being completed. However, witness Woodcock 
conceded that, once construction is under way there. is a greater likelihood that the facilities will 
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be completed The three remaining systems for which construction has yet to start are the 
Leisure Lakes AdEdge Water Treatment Project, the Peace River Water Treatment Project, and 
the Sunny Hills Water System Water Tank Replacement Project. 

(1) Leisure Lakes AdEdge Water Treatment Project 

In its brief, OPC stated that the Utility included $150,000 in its MFRs for the Leisure 
Lakes AdEdge Water Treatment Project OPC pointed out that AUF witness Luitweiler testified 
that the Utility expected to bid the construction by early November 201 1. OPC also noted that, 
as of the date of AUF witness Luitweiler’s deposition on November 16,2011, AUF still had not 
signed a contract. OPC stated that witness Luitweiler testified that the current estimated date for 
the bids to be awarded was the middle of December. Based on OPC witness Woodcock’s 
concern that any project is uncertain until construction actually begins, OPC stated that this 
project is still very uncertain. OPC expressed concern that, if any construction begins in the next 
month, it will be well over 20 months after the test year before this project might be completed, 
and as such, the Peace River project should not be included in rate base. 

(2) Peace River Water Treatment Project 

In its brief, OPC stated that the Utility included $50,000 in the MFRS for the Peace River 
Water Treatment Project OPC pointed out that AUF witness Luitweiler testified that the Utility 
expected to bid the construction by October 3, 2011. OPC also noted that, as of the date of 
witness Luitweiler’s deposition on November 16,201 1, the Utility had still not signed a contract. 
OPC stated that witness Luitweiler testified that the contract for construction had been awarded. 
OPC also argued that while witness Luitweiler bad executed a contract, he could not confirm 
whether the Notice to Proceed had been issued. Based on OPC witness Woodcock‘s concern 
that any project is uncertain until construction actually begins, OPC stated that this project is st i l l  
very uncertain. OPC expressed concern that if any construction begins in the next month, it will 
be well over 20 months after the test year before this project might be completed, and as such, 
the Peace River project should not be included in rate base. 

(3) Sunny Hills Water System Water Tank Replacement Project 

In its brief, OPC stated that the Utility included $120,000 in the MFRs for the Sunny 
Hills Water System Water Tank Replacement Project Witness Luitweiler testified that the 
Utility expected construction to be completed by December 15, 2011. OPC also pointed to 
witness Luitweiler’s deposition where he testified that a Notice to P r d  bad been issued and 
that he would provide that as a Late Filed Exhibit No. 4. However, OPC stated that its review of 
the late filed exhibits does not show a Notice to P r o d .  OPC stated that witness Luitweiler was 
asked about the status of the project and sti l l  could not confirm that construction had started. 
Based on OPC witness Woodcock‘s concern that any project is uncertain until construction 
actually begins, OPC stated that this project is still very uncertain. In its brief, OPC expressed 
that, if any construction begins in the next month, it will be well over 20 months after the test 
year before this project might be completed, and as such, the Peace River project should not be 
included in rate base. 
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For the reasons discussed above, OPC recommended that these three. projects should not 

c. other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 

be included in rate base. 

issue, and presented no argument 

2. Commission Analysis 

Section 367.081(2)(a)Z., F.S., states: 

For purposes of such proceedings, the commission shall consider utility property, 
including land acquired or facilities constructed or to be constructed within a 
reasonable time in the future, not to exceed 24 months after the end of the historic 
base year used to set final rates unless a longer period is approved by the 
commission, to be used and useful in the public seMce . . . . 
The test year in this case is the historical 13-month average year ended April 30,2010. 

The 24-month period following this test year will end on April 30,2012. As such, we disagree 
with OPC's contention that the Leisure Lakes AdEdge Water Treatment Project, the Peace River 
Water Treatment Project, and the Sunny W s  Water System Water Tank Replacement Project 
should not be included in rate base because it would be over 20 months &r the test year before 
these projects might be completed In addition, we disagree with OPC's argument that pro forma 
plant projects should not be included in rate base unless construction has begun, because we have 
previously approved pro forma plant based on an award bid or executed contract.*' 

Based on the support documentation provided by AUF, we find that the Utility has 
supported $792,347 related to the six protested pro forma projects. However, for the three pro 
forma projects that were not completed as of the end of the technical testimony, AUF shall 
pmvide cefication h m  DEP as to the completion date or date the projects were placed into 
seMce. The table below reflects the breakdown by rate band and stand-alone system. 

&g Order Nos. PSG10400-PAA-WS, pp. 10-11, issued June IS, 2010, in Docket No. 090392-WS, U 
ADUlication for inclease in water and wastewater ratea in Lake Countv bv Utiliies. Inc. of Pcnnbrooke; and PSGOS- 
0622-PAA-WU pp. 5 4 ,  issued Septemlw 24,2008, in Docket No. 060540-W, In re: Amlidon for increase in 
wata rates in Pasco Countv bv Colonid Manor U a t v  Comuauy. 

z$ 
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-3. Commission Conclusion 

Based on the support documentation provided by AUF, we iind that the Utility has 
supported $792,347 related to the six protested pro forma projects. As such, the Utility’s pro 
forma plant additions shall be in& by $24,182 for water and decreased by $21,835 for 
wastewater. In accordance with the depreciation rates prescribed in Rule 25-30.140, F.A.C., 
corresponding adjustments shall be made to increase accumulated depreciation and depreciation 
expense by $1,132 for water and decrease accumulated depreciation and depreciation expense by 
$485 for wastewater. In addition, corresponding adjustments shall be made to decrease property 
taxes by $8,549 for water and $2,136 for wastewater. Also, as stated above, AUF shall provide 
certification h m  DEP as to the completion date or date the projects were placed into Senice. 
The s p X c  rate band and system adjustments are set forth in the table below. 

B. U&U and Comuosite U&U for Protested Water Treatment Systems 

Rule 25-30.4325, F.A.C., addresses the considerations to be used in determining the 
U&U percentages for water treatment systems. The U&U percentage is determined by dividing 
the numerator, which includes peak customer demand less excessive unaccounted for water 
0, plus fire flow and a growth allowance, by the denominator, which is based on the firm 
reliable capacity (FRC) of the wells. For systems with storage facilities, the FRC is based on 16 
hours of pumping and the units are referenced in gallons per day (gpd). For systems without 
storage faciities, the units are referenced in gallons per minute (gpm). The rule also contains a 
provision by which an alternative calculation may be considered if supporting justification is 
providd including sexvice area or treatment capacity restrictions, changes in flows due to 
conservation or a reduction in the number of customers, and alternative peaking factors. 
Paragraph (4) of the rule provides that a water plant is considered 100 percent U&U if the 
service area “is built out and there is no apparent potential for expansion of the seMce territory 
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or the system is served by a single well." The appropriate adjustments for EUW have been 
stipulated by all parties, as shown in PAA Issue 4 in the Appendix. 

AUF and OPC agreed on U&U percentages for many of the water treatment systems; 
however, OPC protested the U&U percentages for the following WTPs: Arredondo Estates, 
Arredondo Farms, Breeze Hill, Carlton V i e ,  East Lake Haniflriendly Center, Fern Terrace, 
Hobby Hills, InterlachenPark Manor, Lake Josephine/Sebring Lakes, Picciola Island, Rosalie 
Oaks, Silver Lakes Estateslwestem Shores, Tomoka View, Twin Rivers, Venetian Village, 
Welaka, and Zephyr Shores. In witness Woodcock's testimony, OPC agreed with the PAA 
Order for the Fabays WTP. The parties disagreed on several U&U issues, including reliance 
on prior commission orders; the appropriate U&U determination for systems with one well; and 
the impact of growth trends, reductions in demand, and fire flow on the U&U calculation. The 
table below contains a summary of AUF's and OPC's proposed U&U percentages, along with 
our approved U&U percentages for each of the systems in dispute. Details of AUF's and OPC's 
U&U calculations, our approved U&U percentages, and the resulting composite U&U 
percentages are shown, by rate band, on Attachment 1. 

1. Parties' Arments 

&gJJ 

AUF's position is that all of the U&U findings in our PAA order should be approved 
AUF witness Rendell testified that we should use our previously approved U&U 

~ the correct amounts of U&U for WTF's. 
final. 
methodologies and resulting percentages in d e b  . .  
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He stated that AUF used the same methods in its tiling as were approved in the last rate case 
which were based upon Commission rules. Witness Rendell asserted that regulatory certainty is 
a core principle for any regulated utility and that ignoring the last approved U&U percentages 
undermines that certainty. The courts have made it clear that we must adhere to OUT “prior 
p t i c e s  in calculating used and useful percentages:a 

AUF witness Seidman testified that OPC witness Woodcock’s U&U conclusions are 
erroneous because they misinterpret the governing statutes and rules, as well as the intent of 
those StaMeS and rules. He noted that there is no statutory definition of U&U, describing the 
term U&U as a regulatory rate setting term for the cost of property that is included in a utility’s 
rate base on which the utility is entitled to earn a rate of return. The balance of the cost of the 
property that is excluded h m  rate base is referred to as non-U&U or future use plant. Wibess 
Seidman provided background on the U&U concept citing statutory provisions in Chapters 367 
and 403, F.S., as well as Rules 25-30.431, 25-30.432, and 25-30.4325, F.A.C., and how those 
StaMeS and rules evolved into the rules that were codified in 1999 and 2008. 

Witness Seidman testified that this Commission has regulated water and wastewater 
utilities since 1959, and a common issue has been the determination of ”property used and useful 
in the public service.” A change was made to the statutory language in 1999 prohibiting us h m  
imputing contributions in aid of construction against property U&U in the public service, 
pursuant to Section 367.081(2)(a)l., F.S. In addition, language was added as Section 
367.081(2)(a)2., F.S., which requires us to consider property U&U if it is needed to m e  current 
customers, as well as additional customers for five years after the test year or longer if supported 
by the evidence. 

Witness Seidman described OUT efforts to standardize . or d i  our approach to 
determining U&U over the years, relying on our broad authority under Section 367.01 1, F.S., to 
liberally constme the statutes. Witness Seidman notes that OUI policy, developed through orders, 
internal memoranda, and workshops, ultimakly led to the codification of Rules 25-30.432 and 
25-30.4325, F.A.C., which address U&U for WWTPs and WTPs, respectively. He further notes 
that OPC was an active party in the rulemaking process. 

AUF witness Seidman agreed with witness Rendell that AUF’s de- . ‘on ofU&U 
complies with the methodology and intent of OUT rules, and that a utility should be able to rely on 
approved U&U methodologies litigated and adjudicated in prior cases. If such reliance cannot 
be had, he alleged that regulatory uncertainty results. Witness Seidman testified that witness 
Woodcock’s arguments in the instant docket are the same that he made in Docket NO. 080121- 
WS, the last AUF docket, and in Docket No. 070183-WS, OUT U&U demaking docket” He 
asserted that the positions advand  by Woodcock were rejected by us in both of those dockets, 
which are now closed, Further, witness Seidman disagreed with OPC’s argument that U&U for 
each system must be relitigated in every rate case, and asserted that this is contrary to the intent 

26 Southem States Utilities &a Florida Water Services CorWration v. Ha Public Senice COmmiSSi0S 714 So. Zd 
1046.1057 Wla ldDCA 19911) . - -. . . 

S&OrdkNo. PSCo8032S~FOF-WS, mal May 20,2008, m Docket No. 070183-WS, In re: hued adootion n 
of Rule 25-30.4325. F.A.C.. Water T-ent Plant Used and Useful Calculations. 
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of the governing rules. F d y ,  he stated that the rules in place are intended to reduce the need 
for experts to re-argue the same issues over and over. AUF witness Rendell testified that 
ignoxkg previously approved U&U methodologies and percentages will result in protracted 
disputes that ultimately lead to higher rate case expense for the customers. 

Wtness Seidmau testified that zeductions in consumption may decrease demand below 
plant design and previous production levels, but should not affect U&U calculations. He stated 
that the plant is no less U&U than before those reductions occurred, even if mathematical 
calculations might show a different conclusion. While reductions in demand will result in a 
lower U&U number, he testified that recognition must be given to providing service in a prudent 
manner, which would include changes in demand, whether demand goes up or down. A utility 
must provide safe, efficient, and suBcient service in accordance with good engineering practice 
and must also have stability in its financial position so that h d i n g  cau be obtained at reasonable 
costs. Further, witness Seidman asserted that a utility must be ready to serve regardless of 
changes in market demand or its customer base. Finally, witness Seidman concluded that 
witness Woodcock's approach of recognizing reductions in demand for U&U purposes did not 
make sense. 

In its briee AUF argued that OPC's disagreement with the PAA Order's U&U 
determinations deviate fiom Rule 25-30.4325, F.A.C. AUF asserted that witness Woodcock's 
reliauce on the general provision of the rule allowing an alternative U&U calculation under 
Certain ckumstances was misplaced. Citing Palm Beach Canvassh Board v. Harris, 772 So. 
2d 1273, 1287 (Na 2000), AUF argued that the general provisions of paragraph 3 of the rule 
must yield to the specific provisions of paragraph 4. AUF also refuted witness Woodcock'' 
position with respect to rounding up a U&U percentage. Citing a prior Commission order, 
AUF argued tbat considering a system 100 percent U&U when the applicable formula results in 
a U&U of 90 percent is a proper evaluation of costs that should be recognized as necessary to 
provide service to existing customers, taking into account prudence of investment, economies of 
d e ,  and other factors recognized in Rule 25-30.4325(2), F.A.C. 

OPC witness Woodcock testified that he made calculations based upon Rule 25-30.4325, 
F.A.C., for water systems, and relied on Section 367.081(2)(a), F.S., which provides that we 
shall consider property U&U in the public service when such property is needed to serve current 
customers, including an dowauce for growth. He asserted that to provide a complete and 
thorough review of a utility during a rate case, U&U should be evaluated every time. Over time, 
there are material changes in the growth of a service area, how the system is operated, and the 
usage pattems of the customer base. He also stated that there may be new or Merent 
information submitted that corrects inaccurate information from a prior rate case. He concluded 
that customers are bearing the full bnmt of the risk associated with stranded capacity in systems 
with little or no gro* declining growth or d d  usage. The end result is higher rates for 
the customers who have no control over these factors. 

See Order No. PSC-O3-144O-FOF-WS, issued December 22,2003, in Docket No. 020071-WS, In re: A w l i d o n  
forarate increase iu Maria oranpe. Pasco. Pinellas and Seminole Counties bv Utilities. Inc. of Florida 
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W~tness Woodcock testified that he disagreed with our prior decisions to round up to 100 
percent when an older system with little or no growth is calculated to be 95 percent U&U. He 
testified that this approach is not supported by any U&U rule and results in higher rates for the 
customers. OPC argued that our staff has stretched the interpretation of Rule 25-30.4325, 
F.A.C., beyond its reasonable limits to determine systems to be 100 percent U&U where the 
systems are not built out and where a potential does exist for expansion of the service territory. 
Witness Woodcock noted that, while we included a growth allowance for many of the AUF 
systems in the last rate case, since that time, the economy has undergone a recession and many of 
the AUF systems have experienced a decline in the growth factor. Further, noting the portions of 
Rule 25-30.4325(4), F.A.C., addressing reductions in flows related to conservation or a reduction 
in the number of customers, witness Woodcock argued that the rules require that U&U be re- 
evaluated for systems where flows have decreased. Witness Woodcock maintained that a change 
in the growth rate and a decline in customer demand provided Suflticient justification to 
reevaluate the overall U&U of a l l  of the AUF systems. 

Another area of concern for witness Woodcock was determining whether a system is 
built out Witness Woodcock‘s opinion was that a swing of 25 percent is an apppriate figure to 
use to account for incremental sizing of facilities and the differences between design estimates 
and actual usages. In the case where a service area appears to be built out with no apparent 
opportunity to expand the service, he proposed a recognition of 100 p a n t  U&U for treatment 
facilities provided that the calculated U&U percentage is greater than 75 percent. If the 
calculated percentage is less than 75 percent, he advocated using the calculated U&U percentage 
rather than recognizing a built-out condition, as contemplated under Rule 25-30.4325, F.A.C. 
He explained that original facilities could have been overdesigned, designed to serve a larger 
service area, land use might have changed fiom the original concept, or the customer demand 
could be less than originally contemplated. Regardless of the reason, he concluded that there are 
large amounts of stranded capacity that will never be used by the customen and should be 
recognized in the U&U analysis. 

c. other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these p d e s  included any argument on this issue in their respective briefi. 

2. commission Analysis 

AUF and OPC agreed on the U&U percentages for all but 17 of AUF’s WTPs. Table 1, 
set out above, reflects AUF’s and OPC’s U&U positions, as well as our approved U&U 
percentages for each of the WTPs that were not stipulated. As described above, the parties 
disagreed on issues related to reliance on prior Commission orders; the appropriate U&U 
determination for systems with one well; and the impact of reductions in demand, growth, and 
fire flow on the U&U calculation. 

We believe that a utility should be able to rely on our approved U&U methodologies 
litigated and adjudicated in prior cases. Without such reliance, regdatoxy uncertainty results. 
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Further, we believe that our intent in adopting Rule 25-30.4325, F.A.C., was to mitigate 
unnecessary litigation with respect to U&U issues. 

We are not persuaded by witness Woodcock’s testimony that reliance on prior 
Commission orders is a race to increase U&U, with no real justification for doing so. It is the 
policy of this Commission to rely upon prior Commission Orders in addressing issues where the 
facts and ckumstancm are the same or similar. However, when there is a change in facilities or 
operation of a system, we believe further evaluation is warranted in determinin g the appropriate 
U&U percentage. In the instant case, only two systems have experienced a change since the last 
rate case. The interconnection between the Lake Josephine and Sebring Lakes systems was 
made permanent and DEP now considers the two facilities one system; and one well was added 
at the Zephyr Shores water system. 

a Systems with One Well 

For the systems in dispute, AUF has four WTPs with one well each, including Breeze 
Hill, Fern Temace, Rosalie Oaks, and Twin Rivers. AUF‘s position is that pursuant to Rule 25- 
30.4325(4), F.A.C., a water treatment system should be considered 100 percent U&U if the 
system is served by a single well. AUF witness Seidman charactenzed . witness Woodcock’s 
testimony on U&U as his disagreement with the Commission’s des,  specifically Rule 25- 
30.4325(4), F.A.C., which states: 

A water system is considered 100% used and useful if the service territory the 
system is designed to serve is built out and there is no apparent potential for 
expawion of the service territory or the system is served by a single well. 

Noting our W s  recommendation in the U&U rule docket, Docket No. 070183-WS, 
dated March 27, 2008, p. 27, which recommendation was approved by us, witness Seidman 
quoted it as follows: 

The Commission has consistently found that systems with one well and systems 
that are built out with no apparent potential for expansion are 100% used and 
useful unless it appears that the system was not prudently designed.29 These 
systems, and there are hundreds of them in Florida, are typically built by 
developers to serve a relatively small area Staff believes that it is not efficient to 
require a sophisticated used and useful analysis to ascatam ’ whether these types of 

r, &%?, G&, order No. PSG96-132O-FOF-WS, issued October 30, 1996, in Docket No. 950495-WS, ~DJG 
Awulication for me increase an d increase in service availabilitv chasees bv Southern states Utilities. Inc. for 
Omm-Osceola Utilities. Jnc. in Osceola Countv. and in Bradford Braard charlotte. citrus clav. Collier. Dud. 
HiElllands. Lake. Lee. Marion. Martm. . Nassau Onnee. O m l a  Pasco. putnam. Seminole. St Johns St Lucie, 
Volwk and Washioeton Counties, p. 58 (a that in systems with only one component [such as a single well], 
that component is considered 100 percent used and useful), rev’d on other mounds. Sonthan States Utilities n/k/a 
Florida Water Services Cornoration v, Fla Public Service Commission. 714 So. Zd 1046 @la. 1st DCA 1998); and 
order No. PScO3-144O-FOF-WS, p. 44 (lindjng that it is not unreasonable or unusual for this Commission to 
consider dislriiution and collection systems tbat are 80% or more built out to be 100% wed and useful in instances 
whexe there is virtually no growth potential and the existing lines are the minimum size needed to serve the existing 
customers). 
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systems are oversized for the developments they are designed to serve. (Rather, a 
used and use l l  analysis should only be performed as an d t e d v e  when there is 
evidence indicating that the system may be oversized.) 

In its brief, AUF argued that witness Woodcock’s testimony does not say that there is 
anythhg imprudent about these systems. Moreova, AUF argued that witness Woodcock’s 
exception to Rule 25-30.4325(4), F.A.C., generates the type of unnecessary costs and 
inefficiencies this Commission sought to avoid by adopting the d e .  Therefore, AUF concluded 
that there is no basis to determine that Am’s systems with one well are less than 100 percent 
U&U. 

Fern Terrace, Rosalie Oaks, and Twin Rivers were found 100 percent U&U in the last 
AUF rate. case. AUF notes that the Breeze Hill system, now in its first rate proceeding under 
AUF ownership, was previously found 100 percent U&U in two prior Commission M-assisted 
rate cases?’ Witness Rendell noted that OPC participated in both of those rate cases and did not 
appeal the U&U determinations &m either case. In the 2001 Breeze Hill rate case, we found: 

The design criteria method of analysis represents the highest potential need that 
may be required of a system during any given peak day. Since this system has 
only one well, no less than the actual capacity of 200 gpm could serve the existing 
customers. . . . We jind it unlikely that Breeze W Mobile Home Park. . . will 
ever contain 350 persons to meet the requirement of Rule 62-555.315, Florida 
Administrative Code, for a second well. 

(Order No. PSC-02-1114-PAA-WS, p. 7) 

Witness Woodcock testified that he considered Breeze Hill, Fern Terrace, Rosalie Oaks, 
and Twin Rivers exceptions to Rule 25-30.4325(4), FAC. Relying upon the dtenate. 
calculation provision specified in Rule 25-30.4325(3), F.A.C., witness Woodcock indicated that 
he wanted to be sure that he was only considering systems where a further analysis would have a 
siguificant impact; therefore, he generated criteria to provide a conservative basis for isolating 
spial  cases. His criteria for calculating a U&U percentage for systems with one well was that 
he considered whether the supply well was rated at greater than 150 gpm and whether the 
calculated U&U was 75 percent or less. Witness Woodcock based his allowance of 150 gpm 
upon his experience as an engineer. Because single wells are allowed for d e r  service areas 
of less than 150 service co~ec t io~ l s  or less than 350 persons, expectafions are that single well 
systems will have a low capacity. Using a design of 1 gpm per connection genedy matches the 
1.1 gpm per connection speci6ed in our Rule 25-30.4325(7)(a), F.A.C., and equates to the 150 
service connections in DEP’s Rule 62-555.315, F.A.C. Because each of the four systems have 
well Capacity of greater than 150 gpm, and the calculated U&U was less than 75 percent, witness 

order No. PSGoZ-l114-PAA-WS, issued August 14,2001, in Docket No. 011481-WS, In re: Amlication for 
staff-=* rate CBSe in Polk C O W  bv Bieber Entem rises. Inc . d/b/a Breeze Hill Utilities. holder of Certificate 

re: ADulication for staff-assisted rate case in Polk County by Bieber Entermises. Jnc. d/b/a Breeze. Hill Utilities. 

30 

NOS. 598-W a d  5134; orda NO. PSC-99-2394-FOF-WS, issued December 7,1999, in Docket NO. 990356-WS, Io 
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Woodcock conducted further evaluation, finding Breeze W, Fan Terrace, Rosalie Oaks, and 
Twin Rivers to be 26,68,12, and 24 percent U&U, respectively. 

Breeze Hill, Fern Terrace, Rosalie Oaks, and Twin Rivers each have one well, with 
capacities ranging h m  177 to 268 gpm, and each system serves approximately 100 customers. 
The parties agree that each of these systems have had no significant growth in the past five years. 
We found each of these systems to be 100 percent U&U in prior mte cases. 

We have consistently found that systems with one well are 100 percent U&U unless it 
appeafi that the system was not pr~dently designed. We agree with witness Seidman’s reference 
to the justification provided when Rule 25-30.4325, F.A.C., was adopted. It is not efficient to 
q u i r e  a sophisticated U&U analysis to ascertain whether these types of systems are oversized 
for the developments they are designed to serve. Rather, a U&U analysis should only be 
performed as an alternative when there is evidence indicating that the system may be oversized. 

We also agree with Am’s argument that OPC offered no testimony to suggest that the 
four systems with one well were imprudently designed. Rather, OPC relied on two criteria, 
whether the supply well was rated at greater than 150 gpm and whether the calculated U&U was 
75 percent or less. W e  witness Woodcock characterized these cnteM as conservative, we are 
not persuaded that those criteria should be used to determine whether to apply Rule 25- 
30.4325(4), FAC.  Further, as with most of AUF’s WTPs, these systems were constructed more 
than 30 years ago and have experienced no significant growth in the past five years. Therefore, 
we find that Breeze Ha Fern Terrace, Rosalie Oaks, and Twin Rivers are 100 percent U&U, 
consistent with our prior decisions and Rule 25-30.4325(4), F.A.C. 

b. Svstems with Growth 

Only four AUF WTPs that were not stipulated in this proceeding have experienced any 
signiticant growth in the past five years, including Carlton Village, Picciola Island, Venetian 
Village, and We& Both AUF and OPC provided U&U calcdations for t h e  four systems. 
However, AUF’s position was to rely on the higher U&U finding in Docket No. 080121-WS and 
OPC’s position was to rely on a new calculation based on the peak demand in the test year. 

AUF’s position was that Carlton Village is 95 percent U&U, Picciola Island is 75 percent 
U&U, Venetian Village is 74 percent U&U, and Welaka is 80 percent U&U, as reflected in 
Docket No. 080121-WS. As previously discussed, AUF maintained it was entitled to regulatory 
certainty and, therefore, that we should use our previously approved U&U methodologies and 
resulting percentages in determining the correct amounts of U&U for these. water systems. 
Witness Seidman recognized that water and wastewater utilities were subject to reductions in 
consumption by customers, and even a loss of customers, as a result of conservation efforts and 
events beyond the control of a utility. When this happens, demand may decrease to something 
less than that for which it was prudently designed and less than levels it had previouSly served. 
According to witness Seidmau, we already recognize the impact of reduced consumption on 
revenue requirements by adjusting billed consumption with a repression adjustment. Witness 
Seidmau W e d  that putting witness Woodcock’s approach into practice would be inconsistent 
with the efforts made by this Commission and Florida’s WMDs to promote conservation. 
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According to witness Seidman, we have a responsibility to the utility, as well as to the customer, 
which is precisely why we have consistently recognized that a utility company should not be 
pedked for incurring prudent investment to provide capacity to its customers, even if the 
customers or consumption is then reduced for factors beyond a utility's control. When there is a 
decrease in demaud, a utility's facilities are sti l l  providing service to the customers. Witness 
Seidman testi6ed that witness Woodcock was certainly correct that going through the 
mathematical exercise of dividing demand by capacity will result in a lower number, but stated 
that recognition must be given to providing service in a prudent manner. That means being 
ready to serve when demand changes, up or down Witness Seidman testified that witness 
Woodcock's approach would mean that a utility could recover costs when demand goes up, but 
not recover costs when demand goes down 

OPC's position was that Carlton Viage is 91 percent U&U, Picciola Island is 56 percent 
U&U, Venetian Village is 63 percent U&U, and Welaka is 74 percent U&U. Witness Woodcock 
recommended that we recognize changes in system demand, including diminished demand, in 
U&U calculations. For the Carlton Village and Venetian Village water system, witness 
Woodcock pointed out that the growth factors had decreased since the last rate case. He also 
noted that for Picciola Island and Welaka, while the growth rates i n d  since the last rate 
case, the customer usage declined to the extent that the calculated U&U percentages for this 
pnxeding are less than in the prior rate case. 

We are not persuaded by witness Woodcock's argument that diminished flows should be 
relied on in determining the appropriate U&U percentage for system. While Rule 25- 
30.4325(3), F.A.C., provides for consideration of a decrease in flows, the d e  also provides for 
consideration of whether the investment was prudent. OPC did not demonstrate that the systems 
were not prudently designed. Further, we find that we should not reduce a system's U&U 
percentage merely due to a reduction in flow. Rather, we shall recognize the greats demand that 
was relied on when the higher U&U percentage was previously approved in the prior case. 

However, we note that AUF's proposed U&U percentages for Carlton Village, Picciola 
kland, and Venetian Village, were not fuuy litigated in Order No. PSC-09-0385-FOF-WS. but 
were stipulated?' In Order No. PSC-96-1320-FOF-WS, issued October 30,1996, in Docket No. 
950495-WS after a full evidentiary hearing, we found all three WTPs to be 100 percent U&U. In 
this rate case, AUF requested that the carlton Village, Picciola Island, and Venetian ViUage 
systems be considered 95,75, and 74 percent U&U, respectively. Clearly when there has been a 
change in circumstau~s, a change in structure or operations, or if we have made a mistake, then 
we should revisit the calculation. We do not believe the U&U percentages approved in the prior 
rate case should be reduced As a result of a change in flows, because AUF proposed lower 
U&U percentages than were previously approved, we find that Am's  proposed U&U 
percentages for Carlton Village, Picciola Island, and Venetian Viage shall be approved. 

For the Welaka WTP, the U&U percentage was fully litigated in Docket No. 080121-WS 
and found to be 79.72 percent U&U. Again, where there has been no s t r u c M  or o p e d o d  

~~ ~ 

- See hder No. PSC-OpO385-F0F-WSKs, p. 36. 
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change, but merely a reduction in flows, we find that the U&U determination from the prior rate 
case shall not be reduced See. e.& Order No. PSC-03-1440-FOF-WS” (‘When a rate case is 
filed, prior Commission orders involving the same systems or system components from prior rate 
cases should be reviewed and considered as part of the analysis in the current rate case 
proceeding.”). As AUF witnesses Rendell and Seidman both testified, there have been no 
m a k d  structural or ope&onal changes to AUF’s systems since the last rate case to justify 
deviating from our previously approved U&U methodologies and resulting percentages. In 
summary, we find that Cadton Viage, Picciola Island, Venetian Village, and Welaka, shall be 
considered to be 95,75,74, and 80 percent U&U, respectively. 

c. Systems Without Growth 

The @es agree that the nine remaining AUF systems that were not stipulated in the 
cwent proceeding have had no signiscant growth since the last rate case, including Arredondo 
Estates, Arredondo Farms, East Lake HanislFriendly Center, Hobby Hills, Intexlachdark 
Manor, Lake JosephindSebring Lakes, Silver Lake EstatedWestem Shores, Tomoka, and 
Zephyr Shores. Witness Rendell’s testimony and exhibits reflect that six of the water systems. 
including Amdondo Estates, Arredondo F-, East Lake HanidFriendly Center, Hobby Hills, 
InterlachenK’ark Manor, and Tomoka, were considered built out and therefore 100 percent U&U 
in Docket No. 080121-WS and there have been no changes in the structure or operation of those 
systems since that case. In addition, witness Rendell testified that, although a second well was 
added to the Zephyr Shores system to comply with DEP Rule 65-555.315(2), F.A.C., which 
requires Community systems serving more than 350 persons to have more than one well, the 
number of customers served by the Zephyr Shores system has declined over the past 14 years. 
AUF argued that Rule 25-30.4325(4), F.A.C., and Commission precedent require that these 
systems be treated as 100 percent U&U unless the system was not prudently designed Further, 
AUF asserted that because witness Woodcock did not testify that there is anything imprudent 
about these systems, each of these seven water systems should be considered 100 percent U&U 
in the current case. 

Witness Rendell testified that, in the last two rate cases, m e  the lake Josephine and 
Sebring Lakes systems were i n t e r c o m d  the interconnection valve was not open. 
Subsequently, the interconnection valve has been opened and became permanent in order to 
address pressure concerns in one small Section of Lake Josephine and improve the reliability of 
service of both systems. The opening of the valve did not add any additional capacity to the 
treatment system. In the last rate case, the Lake Josephine system was found 92 percent U&U 
and the Sebring Lakes system was found 45 percent UBCU. AUF proposed that the combined 
Lake Josephind%bring Lakes system be considered 85 percent U&U based on the weighted 
average U&U percentages found in the last rate case for the two systems. AUF refuted witness 
Woodcock’s proposal to eliminate fire flow fiom the U&U calculation, relying on prior 
Commission orders dowing 6re flow, even for systems with limitations on the amount of fire 
flow available. However, it should be noted that AUF did not include fire flow in its U&U 
calculation, nor was l ire flow included for this system in Docket No. 080121-WS. 

- See order NO. PSC-03-1440-FOF-WS, p. 38. 
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The Silver Lake Estates/Western Shores system was found 93.71 percent U&U in Docket 
No. 080121-WS, recognizing that the system was experiencing some growth. There has been a 
signiticant reduction in demand, no signiscant growth, and no change in the structure or 
o m o n  of the system since the last rate case. Therefore, AUF proposed that Silver Lake 
Estates/westem Shores be considered 94 percent U&U, consistent with our finding in that rate 

OPC’s position was that these nine water systems should be considered less than 100 
percent U&U. Witness Woodcock testified that: Arredondo Estates is 80 percent U & v  
Arredondo Farms is 61 percent U & v  East Lake HarrislFriendly Center and Hobby H i l l s  are 
both 41 percent U & v  Interlacheflark Manor is 76 percent U&U; Lake Josephine/Sebring 
Lakes is 25 percent U&U; Siver Lake EstateslWestem Shores is 74 percent U&U, Tomoka is 43 
percent U&Q and Zephyr Shores is 26 percent U&U. 

As previously discussed, Witness Woodcock testified that he was concerned with the 
reliance on build out and prior Commission mders as appropriate justifications for .finding 
systems 100 percent U&U. Referring to our PAA Order, he noted that the phrase “prior order” 
was relied upon 38 times to justify a U&U percentage higher than a calculation would support, 
while the term “built out” was used 26 times. He noted that there have been material changes to 
many of these systems since the last rate case that && the U&U calculations, especially in the 
areas of growth and demand. 

case. 

Witness Woodcock also testified that, as previously discussed, for systems with a 
calculated U&U percentage of less than 75 percent, such a difference goes beyond the expected 
variability of planning and design, leaving large amounts of stranded capacity that will never be 
used. Witness Woodcock testified that the actual U&U calculation should be used when it 
results in a U&U of 75 percent or less for systems such as Tomoka and Zephyr Shores. 

Noting that the U&U calculations for the Arredondo Estates, Arredodo Farms, and 
InterlachedPark Manor distribution systems showed that portions of the distribution systems are 
available for new connections, witness Woodcock testified that it is completely incongruous and 
unreaSOnable to k d  those systems built out and, therefore, 100 percent U&U. Therefore, he 
stated that reliance on the prior order finding the WTF’s 100 percent U&U should not be allowed. 

W~tness Woodcock tefied that the Lake JosephdSebrhg Lakes system should be 
considered 25 percent U&U. OPC’s position is that, as interconnected systems, there m 
significant changes to the FRC of the water treatment system which has a direct impact on the 
U&U calculation. Further witness Woodcock did not support the provision of fire flow for a 
water plant unless lines are properly sized and there are sufEcient hydrants to actually provide 
service to the entire service area- He argued that if all the customers do not benefit h m  the 
provision of h flow, that capacity is not U&U for all customers. Similarly, witness Woodcock 
stated that fire flow should be excluded h m  the U&U calculation for the Silver Lake 
EstaWestern Shores system, making the system 74 percent U&U. 

Witness Woodcock testified thaf pursuaut to Rule 25-30.4325(4), F.A.C., both the design 
service m must be built out and there must be no potential for service area expansion in order 
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to be considered 100 percent U&U. He provided aerial photos of the East Lake HmidFriendly 
Center and Hobby Hills service areas to demonstrate that those systems have significant 
developable land within AUF’s service territory that is available for potential expansion. He 
fiuther testified that there do not appear to be any other utilities in the area that could easily 
provide service to the pmpexties. Witness Woodcock asserted that the second part of the 100 
percent built-out test has not been met because there is the abiity for the utility to expand. 
Therefore, witness W d c o c k  recommended performing a U&U calculation for each of these 
W s ,  which results in each of the two systems being 41 percent U&U. 

The parties agree that nine AUF water systems have had no significant growth in the past 
five years, including Amdondo Estates, Arredondo Farms, East Lake Hanis/Friendly Center, 
Hobby Hills, Interlachdark Manor, Lake JosephindSebring Lakes, Silver Lake 
Estates/Westem Shores, Tomoka, and Zephyr Shores. AUF’s position is that all of these 
systems, with the exception of Lake JosephindSebring Lakes and Silver Lake Estates/westem 
Shores should be considered 100 percent U&U, consistent with our decision in the last rate case. 
Further, AUF asserted that Silver Lake E-slWestem Shores, is 94 percent U&U, consistent 
with our decision in Docket No. 080121-WS and Lake JosephindSebring Lakes is 85 percent 
U&U based on the weighted average of the U&U Calculation for the two systems in that rate 
case. OPC’s position was that U&U should be recalculated for each of these nine systems. 

Consistent with our previom analysis, we find that the six water systems that have had no 
changes in the structure or operation of those systems since Docket No. 080121-WS and were 
considered built out and therefore, 100 percent U&U in that case shall be considered 100 percent 
U&U in the current rate case, consistent with Rule 25-30.4325(4), F.A.C., and our pnor 
decisions. Despite OPC‘s arguments to the contrary, while there is some vacant land available 
for development in the East Lake HanidFriendly Center and Hobby W s  service territories, 
based on the lack of growth and age of those systems, as well as our prior hdhgs that the 
systems were built out, we find that those systems shall continue to be considered 100 percent 
U&U. The WTF’s serving these systems are more than 30 years old 

Although a well was added at the Zephyr Shores water system to comply with DEP’s 
rules, we believe the system is built out, as demonstrated by a decline in co~ections in the past 
14 years. The system, which is more than 30 years old, was Considered 100 percent U&U in 
Docket No. 080121-WS. Therefore, because the Zephyr Shores service area is built out and no 
evidence was presented to indicate that the system was not prudently designed, the WTP shall be 
considered 100 percent U&U, consistent with Rule 25-30.4325(4), F.A.C. 

The Silver Lake Estates/Westem Shores system was found 93.71 percent U&U in Docket 
No. 080121-WS. There has been no signiscant growth in customers, a signisCant reduction in 
demand, and no change in the structure or operation of the system since the last rate case. 
Therefore, the system shall be considered 94 percent U&U, consistent with our decision in 
Docket No. 080121-WS. Further, we do not accept OPC’s argument that fire flow should be 
excluded from the U&U calculation because all customers do not benefit from the fire flow. 
Pursuant to Rule 25-30.4325(1)(~), F.A.C., when fire flow is provided, a minimum of either the 
fire flow required by the local governmental authority or two hours at 500 gpm shall be included 
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in the U&U calculation. We have consistently included fire flow in the U&U calculation over 
OPC's objections, even when there were few hydrants in the senice area 

In Docket No. 080121-WS, we found Lake Josephine to be 92 percent U&U and Sebring 
Lakes to be 45 percent U&U. Subsequently, a valve in the existing interconnection between the 
two systems was permanently o p e d  to improve pressure and reliability. The U&U calculation 
proposed by OPC reflects the requirement in Rule 25-30.4325(6), F.A.C., that the largest well be 
removed to determine the FRC. However, in the prior rate case Lake Josephine and Sebring 
Lakes were considered separate systems and the largest well was removed from each system. 
The FRC (denominator) is much higher in OPC's calculation, based on removing only one well 
for both systems, than in the prior case, resulting in a significantly lower UBiU calculation. 
While the Lake JosephindSebring Lakes system are now combined as one system, we find that 
opening the valve and making the existing interconnection permanent shall not result in a 
reduction to the U&U percentages found in that case. The permanent interconnection adds 
increased reliability to both systems. Based on ow decision in Docket No. 080121-WS, we find 
that a weighted average 85 percent U&U shall be approved for the Lake JosephindSebring 
L a k e s m .  

d Commission Conclusion 

All of the AUF WTF3 that were not previously stipulated shall be considered 100 percent 
U&U, with the exception of the six systems shown on Table 1. The resulting composite U&U 
percentages, based on the number of customers in each rate band, are shown on Attachment 1. 
Further, the rate base adjustments are shown on Schedule 3-C and the depredation expense and 
property tax adjustments are shown on Schedule 4-C. 

C. U&U for Protested Water Distribution Svstems 

We do not have a rule that specifies how the U&U d- . 'on for water distribution 
system is to be made. Our practice has been to compare the customers (or ERCs) receiving 
service to the lots with service available. In addition, a growth allowance may also be included 
in the U&U calculation, pursuant to Section 367.081(2), F.S. 

While the parties agreed on the U&U percentages for 32 of AUF's water distribution 
system, there is disagreement with respect to the following 26 distribution systems: Arredondo 
Estates, Beecher's Point, Breeze Hill, Gibsonia Estates, InterlachedPark Manor, KingWood, 
Oakwood, Orange WSugar  Creek, Palms Mobile Home Park, Palm Port, Peace fiver, Piney 
Woods, Ravenswood, River Grove, Rosalie Oaks, Silver Lake EstatedWestem Shores, Silver 
Lake Oaks, Skycrest, Stone Mountain, Sunny Hills, Twin Rivers, Vene.tiau Village, Village 
Water, Welaka, Wootens, and The Woods. Many of the parties' arguments are the same or 
similar to the arguments related to the appropriate U&U d- ' 'on for m s ,  including 
r e h c e  on prior Commission decisions, detemu~ ' tion as to whether a system is built out, and 
rounding up the U&U percentage. Table 2, below, contains a summary of AUF's and OPC's 
proposed U&U percentages, along with our approved U&U percentages for each of the 
distribution systems in dispute. Attachment 2 reflects, by rate bad ,  the details of AUF's and 
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OPC’s U&U positions, as well as our approved percentages for each of the 26 water distribution 
systems that were not stipulated. 

1. Parties’ Arments 

Consistent with AUF’s position with respect to the appropriate U&U percentages for 
WTF’s, AUF argued that we should rely on the U&U percentages for the water distribution 
systems found in Docket No. 080121-WS. Witness Rendell testifKd that AUF used the same 
methods as were approved in that case. Witness Rendell testified that regulatory Certainty is a 
core principle for any regulated utility and a s d  that ignoring the last approved U&U 
percentages undermines that certainty. In its brief, AUF argues that considering a built-out 
system to be 100 percent U&U is a practice rooted in the history of Florida’s water and 
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wastewater system development and properly includes evaluation of cost that should be 
recognized as necessary to provide service to existing customers within the seMce area 

AUF witness Seidman testified that a utility must be ready to m e  regardless of changes 
in market demand or its customer base and noted that the system layout should also be 
considered. He concluded that even when every lot is not med and might never be served, a 
distribution system must be continuous and for all those reasons, it would be reasonable to 
conclude that a system is 100 percent U&U whether a l l  lots are occupied. Witness Seidmau 
Bsserted that it should never be concluded that simply because a calculated percentage was less 
than 100 that a reduction should be made to U&U. 

Witness Seidman testified that, while we have historically relied upon a lot count method 
(comparinp the number of lots served with lots with service available), that method has not been 
codified in a rule. Further, while the lot count method is a starting point, the system layout 
should also be considered. He cautioned about relying solely on a lot count calculation and 
suggested that judgment should be considered. Citing a prior Commission decision, AUF argued 
that distribution and collection systems should be consided to be 100 percent U&U that are 80 
percent or more built out, where there is no real growth potential, and the existing lines are the 
minimum size needed to serve existing  customer^.)^ AUF mgued that the U&U determination 
for distribution and collection lines should be the same as for electric, gas, and telephone. That 
assessment focuses on whether they are reasonably necessary to provide service within the 
servicearea 

Witness Rendell noted that, in the last rate case, OPC had stipulated to the U&U 
percentages for the distribution systems at InterlachedPmk Manor, Stone Mountain, and Sunny 
Hills, but protested those percentages in this case, despite there being no operational or structural 
changes to those systems since the last rate case. In addition, the Breeze Hill distribution system 
was previously found 100 percent U&U in the two prior staffassisted rate cases. OPC 
participated in those cases and did not appeal those decisions and there have been no structural or 
operational changes to the system since the last rate case. Further, wimess Rendell asserted that 
the Fairways and Peace River systems are built out with no possibility for expansion; thus, 
consistent with OUT practice, those distribution systems shall be considered to be 100 percent 
U&U. 

Consistent with its position with respect to U&U for WTPs, OPC argued that the U&U 
percentage for distribution systems should be re-evaluated for each new rate case to produce the 
most accurate percentage. OPC aqyed that the U&U PeTeentage should not be rounded up, but 
only munded to the nearest full single percentage point to avoid overstating the U&U 
percentage. Further, OPC argued that the U&U percentage should be based on a comparison of 

33 See Orders No. PSC-09-0385-FOF-WS; No. PSC-10-0585-PAA-WS, issued September 22,2010, in Docket NO. 
09=2-WS, In re: Auplication for increax in water and wastewater rates by Utilities. Inc. of Flori da. . and order No. 
PSC-O7-OSO5-SGWS, issued June 13,2007, m Docket No. 060253-WS, In re: Amlication for increase in water and 
wastewaierrates mhhion.  Orane e. Pam. Pinellas. and Seminole Counties bv Utilities Inc. of Florida 
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the total number of lots with active customers to the total number of lots served by the 
distribution system. 

Witness Woodcock testified that our reliance on prior decisions and findings that systems 
were built out resulted in U&U percentages that were higher than the calculated U&U 
percentages. For example, witness Woodcock noted that Rosalie Oaks was considered to be 100 
percent U&U in the PAA Order, based on a prior Commission decision, when AUF, OPC, and 
om staffhad calculated the U&U percentage to be 80 percent 

Witness Woodcock agreed with using the lot count methodology unless the service 
e t m y  includes commemial and multi-family customers, in which case the total number of 
customers served should be compared to the total number of potential customers to be served at 
buildout, based on the service area maps, for both distribution and collection systems. Witness 
Woodcock relied on the laiter methodology in evaluating the Jungle Den collection system, 
which has several lots with multi-family customers; however, he did not rely on that 
methodology for any of the distribution systems that are in dispute. 

c. other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

2. Commission Analvsis 

AUF and OPC agreed on the U&U percentages for all but 26 of the AUF water 
distribution systems. Table 2 reflects AUF's and OPC's U&U positions, and our approved U&U 
percentages for each of the distribution systems that were not stipulated. 

As previously discussed, it is our policy to rely on our prior decisions when there has 
been no change in the operating capacity of the system since the last rate case. In AUF's 2008 
rate case, we found that a system fully developed as planned, without potential for expansion, 
with minimal or no growth, few vacant lots, and small distribution lines shall be considered to be 
100 percent U&U. We further concluded that distribution systems that had a growth factor of 
1.05 or less were considered to be 100 percent U&U. Of the 26 distribution systems that were 
not stipulated in the current proceeding, 14 were found 100 percent U&U in Docket No. 080121- 
WS, including Arredondo Estates, Beecher's Point, Gibsonia Estates, Kingswood, Orange 
W S u g a r  Creek, Palm Port, Piney Woods, Ravenswood, River Grove, Rosalie Oaks, Silver 
Lake EstaieslWestem Shores, Skycrest, Twin Rivers, and V i  Water. 

Again, we do not accept OPC's arguments regarding re-evduating systems in each rate 
case or its concerns with re& to finding a system to be 100 percent U&U when vacant lots 
exist. As with WTPs, when systems are not experiencing growth, especially when a system is an 
older system, it is likely that a bdt-out condition exists. Finding a system to be 100 percent 
U&U is appropriate when the system is the minimum size necessary to serve the development or 
when the system is otherwise built out. Therefore, the 14 distribution system that were 
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considered to be 100 percent U&U in Docket No. 080121-WS shall be considered to be 100 
percent U&U in the instant docket- We also find that the Breeze Hill and Peace River 
distribution systems shall be considered built out and, therefore, 100 percent U&U. Further, 
while the Oakwood system was found to be 97 percent U&U in Docket No. 080121-WS, it now 
appears to be built out and, therefore, shall be considered 100 percent U&U. We do note that 
Oakwood WBS found to be 100 m t  U&U in order NO. PSC-96-1320-FOF-WS, in Docket 
NO. 950495-WS. 

For two of the distribution systems, Palms Mobile Home Park and Wootens, we find that 
the systems shall be considered to be 88 and 66 percent U&U, respectively, consistent with our 
decision in Order No. PSC-09-0385-FOF-WS, in Docket No. 080121-WS. For the remaining 
seven distribution systems, including Interlachenmark Manor, Silver Lake Oaks, Stone 
Mountain, Sunny WS, The Woods, Venetian Viage, and W e W  we find the systems shall be 
considered to be 78,87,46,10,76,85, and 52 percent U&U, respectively, based on calculations 
imm data filed in this case, comparing the number of lots served to lots with service available. 

3. Commission Conclusion 

All of the AUF water distribution systems that were not previously stipulated shall be 
considered to be 100 percent U&U, with the exception of nine systems (see Table 2, above). 
Attachment 2 contains our approved U&U percentages and the resulting composite U&U 
percentages based on the number of customers in each rate band. Further, the rate base 
adjusiments are shown on Schedule 3-C and the depreciation expense and property tax 
adjustments are shown on Schedule 4-C. 

D. U&U and Commsite U&U for Protested Wastewater Facilities 

Rule 25-30.432, F.A.C., provides that the U&U percentage for a WWTP is determined by 
dividing the numerator, which includes customer demand plus a growth allowance less excessive 
intiltration and inflow (I&I), by the permitted capacity of the WWTP. The customer demand 
shall be the same basis as the permitted capacity. The rule also provides h t  we will also 
consider other factors, such as the extent to which the area served by the plant is built out, 
whether the permitted capacity differs from the design capacity, whether there are differences 
between the actual capacities of the individual components of the wastewater treatment plant and 
the permitted capacity of the plant, and whether the flows have decreased due to conservation or 
a redudion in the number of customers. The appropriate adjustments for I&I have been 
stipulated by all parties, as shown in PAA Issue 8 in the Appendix. 

OPC protested the U&U percentage adjustments for 20 of AUF’s 27 WWTPs, including 
Arredondo Farms, Breeze Hill, Fairways, Florida Central Commerce Park, Holiday Haven, 
Jungle Den, Kings Cove, Leisure Lakes, Morningview, Palm Port, Peace River, Rosalie Oaks, 
Silver Lake Oaks, South Seas, Summit Chase, Sunny Hills, The Woods, Valencia Te-, 
Venetian Village, and Viage Water. Table 3 contains a summary of AUF’s and OPC’s 
proposed U&U percentages, dong with our approved U&U percentages for each of the system 
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in dispute. Am's and OPC's U&U calculations, OUT approved U&U percentages, and the 
resulting composite. U&U percentages are shown, by rate band, on Attachment 3. 

1. Paxties Arments 

Many of the U&U assertions for WWTPs provided by AUF witnesses Rendell and 
Seidman and OPC witness Woodcock are the same as those relied on in addressing U&U for 
WTPs discussed above, including reliance on prior Commission decisions and the impact of 
growth trends and reductions in demand on the U&U calculation. 

Am's  position is that we should approve the U&U percentages approved in the PAA 
Order for a l l  of the WWTF's. Those percentages are consistent with the U&U percentages 
approved by us in Docket No. 080121-WS, with the exceptions of Breeze Hill, Peace River, and 
Fairways, which were not included in that case, as well as Village Wakr, for which AUF 
proposed an increased U&U percentage from that case. 
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For the Breeze Hill system, witness Rendell advocated that we rely on two prior staff- 
assisted rate cases in which the Breeze HiU WWTP was found to be 56.3 percent U&U?4 
Quoting from the prior Breeze Hill rate case order, he noted that we found that land that was 
once planned for potential development has reveaed back to agricultural status and the 
probability of expanding ufility plant beyond its current capacity is unlikely, making the WWTP 
valuable to only the exktbg subdivision Witness Rendell noted that OPC pdcipated in both 
of those rate cases and did not appeal the U&U determidons in those cases. Further, there 
have been no opeiational or structural changes to the Breeze Hill system since the last rate case. 
In addition, witness Rendell testified that the Fairways and Peace River systems, which were not 
included in the last AUF rate case, are completely built out with no possibility of expansion and 
should be considered to be 100 percent U&U. 

As previously discussed, witness Seidmaa testified that we recognize that, when there is a 
reduction in usage by customers, the plant is no less U&U in the public service than it was before 
the reduction in demand. Citing prior Commission orders, witness seidman3’ testified that we 
have consistently recognized that a utility company should not be penalized for incurring prudent 
investment to provide capacity to customers when the customers or consumption is then reduced 
based on factors beyond the utility’s control. 

OPC‘s position is that we should re-evaluate U&U for each system in every rate case 
based on changes in plant, demand, or growth. Witness Woodcock testified that Rule 25-30.432, 
FAC., requires that the U&U percentage for WWTPs be r e - e v a l d  for systems where flows 
have decreased. Relying on the flows contained in the DMRs, he found some instances where 
the flows listed in the sling did not match the DMRS that he reviewed, but in most cases there 
was no significant difference. He also referred to D W s  operating permits and, where different 
capacities were listed for treatment and disposal, separate U&U calculations were made and the 
larger of the two U&U values was used He recommended that actual calculated percentages be 
relied upon for rate setting. 

Witness Woodcock testified that if the U&U calculation for a collection system was less 
than 100 percent, that was an indication that there are vacant lots available for new C O M ~ ~ O ~ S ,  
and thus the WWTps should not be considered built out nor 100 percent U&U. For example, 
The Woods TKWTP was 100 percent U&U in the PAA Order based on the system being built out 
even though the calculated U&U was 75 percent for the plant and 71 percent for the collection 
system. Witness Woodcock argued that there are lots available for new growth and 
recornmended that his calculation of 61 percent be used for The Woods WWTF’. Similarly, he 
argued that the Fairways, Jungle Den, Peace River, and Rosalie Oaks WWTPs, which were 
previously considered to be 100 percent U&U based on the systems being built out, should be 
considered to be 42,37,56, and 50 percent U&U, respectively, based on his U&U calculations 
for those WWTPs, recognizing that those systems also have vacant lots. 

See Order No. PSC-02-11 14-PAA-WS, and order No. PSC-99-2394-FOF-WS. ’’ W m  Seidman cited Order Nos. PSGW-O385-FOF-WS, PSC-10-0585-PAA-WS, and PSC-07-0505-SGWS, 
which were also cited esrlier in this Order. 
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Consistent with his assertions regarding WTps, witness Woodcock advocated that if a 
U&U calculation results in less than 75 percent, then a system should not be considered built out 
and a U&U adjustment should be made. Witness Woodcock believes that an allowance of 25 
percent is reasonable to account for mismatches between design capacity and actual demand. He 
opined that these dif€erenm could result h m  facilities that were designed to serve a larger 
service area than what is certificated, a land use change h m  the original concept, overdesigned 
fricilities, or a customer base that requires less service than originaUy contemplated. Based on 
this reasoning, witness Woodcock recommended that eight systems that were found 100 percent 
U&U in the last rate case, including Arredondo Farms, Florida Central Commerce Park, Kings 
Cove, Morningview, South Seas, Summit Chase, Valencia Terrace, and Venetian Village, be 
considered to be 66,41,46,33,40,36,40, and 49 percent U&U, respectively. 

For the remaining seven WWTPs, witness Woodcock relied on a new calculation for 
U&U, instead of dying on the higher U&U calculation found in a prior rate case, arguing that 
the reductions in demand since the last rate case should be reflected in the new U&U 
calculations. He recommended that those systems, including Breeze W, Holiday Haven, 
Leisure Lakes, Palm Port, Silver Lake Oaks, Sunny W s ,  and Village Water be considered to be 
24,62,32,51,34,23, and 64 percent U&U, respectively. 

c. other Intervenors 

YES, Pasm County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

2. Commission Analvsis 

As previously discussed, our policy is to rely on U&U decisions in prior orders when 
there has been no change in the facilities or operation of a system. We believe that a reduction in 
demand shall not be relied on to require a new U&U calculation. Performing a new U&U 
calculation in each rate case and ignoring prior decisions ignores the importance of regulatoy 
certainty and results in costly evaluations, particularly when there has been no change in the 
facilities or operation of a system This does not preclude us t h m  correcting any errors which 
may have been made in prior proceedings. 

Eleven of the systems protested by OPC were found to be 100 percent U&U in Docket 
No. 080121-WS, including Arredondo Farms, Florida Central Commerce Park, Jungle Den, 
Kings Cove, Morningview, Rosalie Oaks, South Seas, Summit Chase, The Woods, Valencia 
Terrace, and Venetian Village. With no evidence to support a change in facilities or operation of 
any of these systems, we find that these systems shall be 100 percent U&U bemuse they are 
essentially built out with no apparent potential for expansion. In addition, the Fairways and 
Peace River system, which were not included in AUF's last rate case, shall be considered 100 
percent U&U because the service areas appear to be built out with no apparent potential for 
expansion. 

The U&U percentages for the Palm Port, Silver Lake Oaks, and Sunny W s  WWTPs 
were stipulated in Docket No. 080121-WS. Therefore, we find that the U&U percentages 
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System 
Beecher’s Point 
Breeze Hill 
Fairways 

requested by AUF for those systems, 58,42, and 49 percent, respectively, which are less than or 
equal to the U&U amounts approved by us in Docket No. 950495-WS, shall be approved. In 
addition, rather than rely on the stipulated percentage h m  Docket No. 080121-WS for the 
Holiday Haven system, we find that AUF’s and OPC‘s calculated U&U amount of 62 percent 
shall be recognized For Leisure Lakes, AUF requested 39 percent U&U based on our decision 
in Docket No. 080121-WS. Because that decision was based on a stipuIation, we find that we 
should rely on our decision in Docket No. 950495-WS, where the plant was found to be 38 
percent U&U. For Village Water, we find that AUF’s U&U calculation of 79 percent shall be 
approved, based on the system’s peak demand and a growth allowance. Finally, the Breeze Hill 
WWTF’ shall be considered to be 56 percent U&U based on our decision in the two prior Breeze 
Hill rate cases: Docket Nos. 990356-WS and 011481-WS. 

3. Commission Conclusion 

All of the AUF WWTPs that were not previously stipulated shall be considered 100 
percent U&U, with the exception of seven systems (see Table 3). The seven systems, Breeze 
Hill, Holiday Haven, Leisure Lakes, Palm Port, Silver Lake Oaks, Sunny Hills, and Village 
Water WWTPs, shall be considered to be 56, 62, 38, 58, 42, 49, and 79 percent U&U, 
respectively. The resulting composite U&U percentages, based on the number of customers in 
each rate band, are shown on Attachment 3. Further, the rate base adjustments are shown on 
Schedule 3-C and the depreciation expense and property tax adjustments are shown on Schedule 
4-C. 

AUF U&U% OPC U&U% Comm’n Approved U&U% 
100 45 100 
100 94 100 
100 99 100 

E. U&U and Commsite U&U for protested Wastewater Collection 
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1. Paxties' Arments 

The overall U&U concepts described by AUF witnesses Rendell, Seidman, and OPC 
witness Woodcock for wastewater collection systems are consistent with their arguments related 
to water distribution systems, WTPs, and WWTPs, as discussed above. AUF relies on regulatory 
certainty mdtjng fiom reliance on previous Commission decisions, while OPC supports 
recalculating U&U in each rate case. 

a 
AUF witness Re~~dell testified that AUF is requesting that we recognke the U&U 

amounts determined in our PAA decision, relying on the arguments that AUF used the same 
methods that were approved in the last rate case and recognizing that there have been no 
structural or operational changes to the collection systems. 

In Docket No. 080121-WS, three of the collection systems in dispute were found to be 
100 percent U&U, including Beecher's Point, Jungle Den, and Rosalie Oaks. We found the 
Breeze Hill collection system to be 100 percent U&U in the two prior staffassisted rate cases. 
According to Witness Rendell, OPC participated in those cases and did not appeal those 
decisions. Further, there have been no structural or operational changes to the system since the 
last rate case. According to witness Rendell, the Fairways and Peace River systems are 
completely built out with no possibility of expansion and should also be considered to be 100 
percent U&U. For the remaining five collection systems, including Holiday Haven, Silver Lake 
Oaks, Sunny Hills, The Woods, and Viage Water, AUF proposes that we find those systems to 
be 69,87,55,71, and 58 percent U&U, respectively, consistent with our decision in AUF's last 
rate case. 

OPC witness Woodcock's testimony for wastewater collection systems parallels the 
testimony he provided for water distribution systems. Consistent with that testimony, witness 
Woodcock recalculated the U&U percentages for each of the disputed collection systems, relying 
on a comparison of lots served to lots with service available, for a l l  systems with the exception of 
Jungle Den. For the Jungle Den collection system, witness Woodcock relied on a comparison of 
the numbex of customers connected with the number of potential customers, instead of relykg on 
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comparing lots m e d  to lots with service available. Because there are a number of lots in that 
system that have ten customers per lot, witness Woodcock proposed adjusting the n u m k  of lots 
available to reflect the number of potential customers. Witness Woodcock supports a U&U 
percentage of 87 percent for Jungle Den to recognize about 20 vacaut lots that would likely 
accommodate single family homes. 

c. Other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in thek respective briefs. 

2. Commission Analysis 

As previously discussed, when systems are not experiencing growth, especially when that 
system is an older system, it is likely that a built-out condition exists. Some vacant lots may be 
found in a utility’s service area, but the timing of the addition of customers on those lots is 
H c u l t  to predict AUF and OPC agreed that none of the collection systems for which the U&U 
percentage was disputed have had any significant growth in the past five years, with the 
exception of Village Water which experienced about six percent growth over the past five years. 
In addition, as discussed above and as testified to by AUF witnesses Rendell and Seidman, we 
.find we should rely on our prior decisions and that there is a need for regulatory certainty. 
Therefore, the four collection systems in dispute that were found to be 100 percent U&U in prior 
cases, including Beecher’s Point, Breeze Hill, Jungle Den, and Rosalie Oaks, shall be considered 
to be 100 percent U&U because those systems appear to be built out with no apparent potential 
for expansion. ln addition, the Fairways and Peace River systems appear to be built out and shall 
also be considered to be 100 percent U&U. 

For the Holiday Haven, Silver Lake Oaks, Sunny Hills, The Woods, and Village Water 
systems, the U&U percentages relied on by AUF from Docket No. 080121-WS were stipulated 
amounts. Rather than rely on stipulated percentages from Docket No. 080121-WS, for these 
systems, we find that AUF’s calculated U&U amounts of 69,87,55,71, and 58 percent shall be 
recognized for Holiday Haven, Silver Lake Oaks, Sunny Hills, The Woods, and Village Water. 
A review of the system maps shows that the customer and lot counts provided by AUF were 
more accurate. 

3. commission Conclusion 

Based on the above, we fmd that all of the AUF collection systems that were not 
previously stipulated shall be considered to be 100 percent U&U, with the exception of five 
systems (Table 4). The five systems shall be considered to be 69, 87, 55, 71, and 58 percent 
U&U for Holiday Haven, Silver Lake Oaks, Sunny Hills, The Woods, and Village Water, 
respectively. Attachment 4 contains our approved U&U percentages and the resulting composite 
U&U percentages based on the number of customers in each rate band. Further, the rate base 
adjustments are shown on Schedule 3-C and the depreciation expense a d  property tax 
adjustments are shown on Schedule 4-C. 
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F. Deferred Rate Case Expense. 

AUF included $777,577 of Deferred Rate Case Expense (DRCE) in its working capital 
allowance. With the jurisdictional factor applied, the Utility reflected a total of $467,713 for its 
rate bands and stand-alone systems in the instant case. This issue is comprised of two 
components. The first component is the unamortized balance of rate case expense h m  the 2008 
rate case and the second component is the amount of rate case expense approved for this rate 
caseproceeding. 

1. D e f e d  Rate Case Exaense - 2008 Rate Case 

In Order No. PSC-09-0385-FOF-WS, we approved a total Rate Case Expense of 
$1,5(r1,609?6 Amortization went into effect April 1, 2009. Recognizing that rates for the 
current rate case will not go into effect before March 2012, OUT staff calculated a 13-month 
average balance of $573,172 for the first year new rates will be in effect. Our practice is to 
include one-half of rate case expense in working capital?’ Therefore, on-half of the 13-month 
average balance, or $286,586 ($573,172/2), shall be included in the working capital calculatior~ 
Consistent with the annual amortization amount approved in the Utility’s 2008 rate case, and 
wing one-half of the 13-month average balance for DRCE through March 2012, test year DRCE 
shall be reduced by $181,127 ($467,713 - $286,586), as shown in Table 5 below. 

Table 5 - D e f d R a t e  Case Expens e-2008Case 
Band I MFRAmount I Comm’nAmomt I Comm’nAdjmbnent 

Water Band 1 $109,949 $72.342 ($37,608) 
Wastewater Band 1 20,606 13,278 (7,328) 
WaterBsnd2 50,154 32,454 (17,700) 
WastewaterBand2 11,119 54,062 42,943 
WataBand3 30,948 20.178 (10,769) 

~~ 

Wastewater Band 3 85,%7 1 7,288 I (78,479) 
waterBand4 134,676 I 85,740 I (48,936) 

36 See Order No. PsCo9-0385-FOF-WS, p. 60. 
3’ order Nos. PsC-09-0375-PkAGU, issued May 27,2009, in Docket No. 0803566U, In re: Petition for rate 
increase bv Florida Public Utilities COmDanv. p. 21; and PSGO0-0248-PAA-WU, issued Febmary 7, 2000, in 

Utilities Com~aov lFeman dinaBeachSvstern), pp. 13-14. 
Docket No. 990535-WU, In re: Reuuest for amroval of increase in water rates in Nassau  count^ bv Fl orida Public 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKET NO. 100330-WS 
PAGE 86 

2. Defend Rate Case Expense - Current Rate Case 

As discussed later in this Order, we calculate total rate case expense for the current case 
to be $1,409,043. To reflect one-half of the total rate case expense, $704,521 ($1,409,043/2) 
shall be included in the working capital calculation. This results in an increase to DRCE in the 
amount of $704,521, as shown in Table 6 below. 

BreemW-Wastewater 

3. Commission Conclusion 

Consistent with the annual amortization amount approved in the Utility’s 2008 rate case 
and our practice, DRCE shall be inrreased by $523,395 [($181,127) +$704,521], as shown in 
Table 7 below. 
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Breeze Hill - Wastewater 
Fainvays -Water 
Fairways - Wastewater 
Peace - water 
Peaee-WsStewater 

Total: 

2,410 3,643 $1,232 
9,253 13,947 $4,694 
4,743 7.156 $2,413 
1,944 2,940 $996 
1,188 2,706 $918 

$467,713 $991,107 $523,395 

G. W o r k  Caaital Allowance 

The amount of working capital is a fall-out issue. In its iiling, AUF requested a total 
jurisdictional Working Capital Allowance of $3,465,229. As addressed in the Stipulations for 
PAA Issues 2, 11, a d  12, Deferred Debits have been increased by $93,048 and Accrued Taxes 
reduced by $1,153,548. As discussed under Section IV. k W i t /  of Service, our staf f  has 
recommended working capital be increased by an incEment of $60,180. As discussed above, we 
have increased DRCE by $523,395. In addition to these adjustments, we find that an oBetting 
adjustment is necessary regarding system-speciiic Regulatory Assets. 

In its filing, the Utility included $380,595 in its MFRs for Regulatory Assets. A 
Regulatory Asset typically involves a cost incurred by a regulated utility that would normally be 
expensed currently but for an action by the regulator or legislature to defer the cost as an asset to 
the balance sheet This allows a utiliw to amortiz.e the Regulatory Asset over a period greater 
than one year. Included in AUF's calculation was the 10-year amortization of $664,192 that 
began on January 1,2006, related to a Regulatory Asset (in lieu of a surcharge) w v e d  in the 
Utility's 2004 transfer docket3* This Regulatory Asset is associated with specific systems. Our 
stafcalculared the 13-month average for each rate band for the test year. Based on the proper 
allocation of Regulatory Assets by system and rate bauds, the amount recorded for Wastewater 
Rate Band 2 shall be reduced by $35,273, and the amount recorded for Wastewate~ Rate Band 3 
shall be increased by the same amount Based on the above, we calculate total jurisdictional 
Working Capital Allowance to be $2,928,122. This represents a net reduction of $537,106 
($93,048 - $1,153,548 + $60,180 + $523,395). 

" See order NO. PSC-O5-1242-PAA-WS, issued December 20, 2005, in Docket NO. 04G951-WS, In E: Joht 
mlicatim fa moroval of sale of Florida Water savices Corwratl 'on's land. facilities. and cerhfi . catesinBreVard 
Hiehlands. Lake. oranee. Pesco. Polk Publa5 a oortion of Seminole. Volusia and W~~bineton counties to Aqua 
Utilites Florida Inc., pp. 10 and 37. 
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H. Total Rate Base 

Based upon the Utility’s adjusted 13-month average test year balances, the stipulated 
adjustments, and OUT adjustments above, we calculate the appropriate 13-month average rate base 
to be $20,998,991 for water and $13,960,658 for wastewater. Schedules 3-A and 3-B reflect our 
rate base calculations. Our adjustments to rate base are shown on the 3-C Schedules. 

VI. COST OF CAPITAL 

A. Deferred Tax 

As shown on the MFR Schedules, AUF proposed a total balance of $1,456,472 in 
accumulated deferred income taxes (ADITs) in the capital structure. However, the Utility’s 

shows that AUF did not include deferred income taxes related to the requested pro forma 
plant additions when the MFRs were originally filed on September 1, 2010. The Utility 
explained that it did not make an adjustment because the impact on the total balance of ADITS 
wasexpectedtobeimmaten ‘al. The Utility provided a schedule that shows the deferred tax 
effect of the pro forma plant additions as a debit adjustment of $26,813 to ADITs. 

Pursuant to the Small Business Jobs Act of 2010 that WBS signed into law on September 
27, 2010, a taxpayer is allowed 50 percent bonus depreciation for certain eligible property 
acquired and placed in service during 2010.3’ For qualified property placed in service after 
Septemb 8, 2010 and before January 1, 2012, the Tax Relief Unemployment Insurance 
Reauthorization and Job Creation Act of 2010 provides for additional bonus depreciation 
allowance for a total of 100 percent cost recovery in the first year. (IRC Section 168(k)(l) and 
(5 ) )  As shown on the MFR schedules, the balance of ADITs does not include the deferred tax 
effects of bonus depreciation related to plant placed into service between January 1,2010 and 
April 30,2010 or pro forma plant. The bonus depreciation was not considered because the new 
law was not enacted at the time the Utility filed its MFlRs. 

The current law was enacted on September 27, 2010, and, therefore, now constitutes a 
known and measurable change. Therefore, we tind that the deferred income taxes related to the 
bonus depreciation allowed under current law in the balance of accumulated deferred income 
taxes shall be included. In addition to the applicable bonus depreciation allowance for qualified 
property, Modified Accelerated Cost Recovery System (h4ACRS) tax depreciation shall be 
recognized based on applicable convention, as prescribed by IRC Section 168(d).40 The net 
effect of the adjustments is a substantial i n m e  in the balance of ADITs and, thus, a decrease to 
the Utility’s overall cost of capital. 

Deferred income taxes related to plant represent deferred tax effects related to the 
difference in book and tax depreciation caused by accelerated tax depreciation. Tax 
normalization provisions of the Internal Revenue Code (IRC) requk the Utility to record 

39 Small Business Jobs Act of 2010, Pub. L. No. 11 1-240, g 2022,124 Stat 2504 (September 27,2010). 
26 U.S.C. 5168(d) (201 1). 
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d e f d  income taxes in accordance with ASC 740:' Further, IRC Section 168(i)(9) requires 
consistent application of estimates and projections of tax expense, depreciation expense, and the 
reserve for deferred taxes with respect to rate base for mtmml&g purposes!' per IRC Section 
168@(2), the consequence of violating the normalization method of accounting is the loss of the 
abiity to utilize accelerated tax methods of depreciation." 

The full-year convention was applied to pro forma plant for computation of regulatory 
depreciation for mtemakq purposes. Consistent with the tax normalizaton requirements, the 
full amount of deferred income taxes resulting &om the difference in the methods used to 
compute book depreciation expense and the tax depreciation deduction shall be included in the 
balance of deferred income taxes. As discussed above, we are including pro forma plant 
additions of $792,347 in rate base. Consequently, the deferred income taxes generated by the 
allowed plant additions shall be included in the balance of the ADlTs. ADITS also were adjusted 
to reflect our approved composite used and useful percentages in Attachment 2. 

Based on the aforementioned, we find a consolidated adjustment of $662,982 is 
appro-. Therefore, the appropriate balance of ADITS to include in AUF's capital structure is 
$2,133,903. 

B. L e v w e  Formula 

This was a Type B Stipulation, whereby AUF and our staff agreed that the appro$& 
leverage formula to use is the leverage formula in effect at the time we make our final decision, 
and the other parties took no position. The current leverage formula was approved in Order NO. 
PSC-11-0287-PAA-WS, issued July 5,201 1,44 and shall be used. 

C. Overall Cost of k i t a l  

Based upon the decisions in preceding issues and the proper components, amounts and 
cost rates associated with the capital structure, we find the weighted average cost of capital to be 
7.18 percent for all systems. 

As discussed above, we had adjustments to the balance of zero cost accumulated deferred 
taxes resulting in deferred taxes of $2,133,903. Also, as noted above, it has been stipulated that 
the leverage formula in effect when we make our final decision will be used in this case.  US^ 
the current leverage graph, the midpoint for ROE is calculated to be 9.76 percent. However, as 
ruled on earlier, because of marginal quality of service, the ROE shall be reduced by 50 basis 
points, and so rates will be set using a 9.26 percent ROE. This return is based on the application 
of our leverage formula approved in Order No. PSC-11-0287-PAA-WS and an e@ty ratio of 

" Codificalion of Accounting Standards and proceduns, Statement of Auditing Standards No. 109,g 740 (Fin. 
Accounting Standards Bd 1992). 
"26 U.S.C. 8 168(ix9) (2011). 
26 U.S.C. 5 168(f)(2) (2011). 
Docket No. 11ooo6WS, > In re: Water and wastewater m ran of 

re,lurn on common esuitV for water and wastewater utilities uursuan t to Section 367.08114Xfl. F.S. 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKET NO. 100330-WS 
PAGE 90 

61.31 percent. For the ROE, we find that an allowed range of plus or minus 100 basis points 
(8.76 percent to 10.76 percent) shall be r e c o w  for ratemaking purposes. 

Based on the proper components, amounts, and cost rates associated with the capital 
structure for the pro forma test year ended April 30,2010, the appropriate weighted average cost 
of capital for AUF for purposes of setting rates in this proceeding is 7.18 percent, as shown on 
Schedule 1. 

VII. NET OPERATING INCOME 

A. Billine Determinants 

The billiig determhants list the number of bills rendered and the number of gallons sold 
during the test ear, by customer class and meter size, for each of AUF's rate bands and stand- 
alone systems? The raw data for these schedules originates in AUF's h4FR Schedules E-14, 
which shows the actual n u m k  of --year bills for each rate band and strmd-alone system, 
rendered in 1,000-gallon in-ents by customer class and meter size. The billing data is shown 
in summs~y form on MFR Schedules E-2.& 

1. Parties' Armrm ents 

e 
AUF witness Szczygiel testified that the billing . ts axe reasonable and 

appropriate because they are based on an accurate and representative number of bills, ERCs, and 
consumption data for AUF's water and wastewater systems that are a part of this case. 

OPC witness Dismukes testified that an adjustment to inorease the number of kgals sold 
in the test year is appropriate. The adjustment, totaling 56,722.5 kgals as shown on Schedule 25 
of her testimony, reverses the reduction in test-year consumption experienced in the Scottish 
Highlands area The result of this adjustment is a test-yeax revenue imputation (increase) of 
$372,925. The recommended adjustment to kgals originates from AUF's budget v-ce 
reports. Witness Dismukes M e r  testified that AUF should absorb the revenue impact of 
reduced sales for two reasons: 1) the Utility has more control of the factors that led to the 
reduced coflsumption than customers do, and 2) the Utility's ROE already includes a risk 
component which should compensate AUF for reduced sales. 

c. Other Intervenors 

YES, Pasco County, and AG either d e f d  to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

Is Apua Utilities Florida, Inc., Minimum F h  Reauirements, Schedules E-2 and E-14. 
k&; See OrderPSGo9-0385-FOF-WS. 
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2. Commission Analysis 

under cross-exammatl . ‘on, witness Dmukes agreed that: 1) ratemah ‘ g is prospective in 
nature, and 2) it is not realistic to expect the Scottish Highlands irrigation well customers to 
return to AUF’s system during the first 12 months the new rates will be in effect. Witness 
Dismukes admitted that if we were to set rates using revenue greater than expected to be 
generated h m  rates, regulatory risk would increase. 

Staff witness Stallcup testified that once customers have invested in the installation of 
shallow wells, those customers will not return to AUF for their irrigdon demands. These lost 
gallons and their associated revenues represent a permanent reduction in AUF’s sales that should 
not be artificially adjusted back into the test year. Therefore, witness Stallcup believes that 1) 
witness Dismukes’ adjusiment to test year kgals and the associated revenues recommended was 
not reflective of the period when AUF’s new rates will go into effect, 2) the adjustment 
recommended by witness Dismukes would result in rates that would fall short of generating 
AUF’s revenue requirement, and 3) the resulting rates would therefore not be compensatory as 
required by Section 367.081, F.S. Witness Stallcup also believes that if witness Dismukes’ 
adjustment to kgals is adopted, it would likely require an additional risk premium to the 
appropriate ROE to compensate investors for the revenue shortfall. 

On rebuttal, witness Szczygiel testified that witness Dismukes’ recommended adjustment 
to add back lost consumption associated with the irrigation wells in Scottish Higblands would be 
confiscatory and contrary to long-standing policy. In addition, witness Szczygiel testified that 
drops in consumption due to the installation of irrigation w e b  is not unique to AUF. Witness 
Szczygiel agreed with the points raised by witness Stallcup regarding witness Dismukes’ 
recommended consumption adjustment. 

We me persuaded by statements and admissions made by witness Dismukes under cross- 
examination, in particular: 1) ratemalan ’ g is prospective in nature, and 2) it is not realistic to 
expect the Scottish Highlands irrigation well customers to return to Am’s system during the 
first 12 months the new rates will be in effect These statements are. consistent with the 
testimony of witness Stallcup. Furthermore, we believe (as witness Stallcup stated) that the 
adjustment recommended by witness Dismukes would not only result in rates that would fall 
short of generating Am’s revenue nqukment, but that the resulting rates would therefore not 
be compensatory as required by Section 367.081, F.S. Therefore, we find witness Stallcup’s 
arguments are compelling. 

Furthermore, we are also persuaded by our relevant prior decisions. We have long dealt 
with the issue of reduced consumption and the appropriate way to handle the consumption 
reduction on a prospective basis. We note two cases in particular. The first case involved a 
staff-sssisted rate case for Sebring Ridge Utilities, Inc., in Highlands County. In our Proposed 
Agency Action order, we stated: 

Based on information received from a customer residing in the Bluffs 
condominiums (Bluffs), the Bluffs installed irrigation wells around August, 1995. 
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Therefore, utility consumption will be less for these customers. We have 
estimated a reduction in consumption of 15% and have adjusted test year 
consumption a~cordingly.4~ 

Although the above-referenced order was protested, the protest was eventually withdraw and a 
subsequent order was issued making the PAA order final and effective!* 

Another case that speaks to the issue at hand involved a staff-assisted case for Bieber 
In that case, we discussed an anticipated Enterprises, Inc. d/b/a Breeze Hill Utilities. 

consumption reduction and how it should be accounted for: 

Since the customer meeting, we have been notijied that 12 additiod customers 
have sunk private wells, allowing a total of 16 customers access to those wells to 
provide water for their outdoor needs. The ease of installation of wells, coupled 
with their relatively low cost, presents us with a unique situation h m  a 
ratesetting perspective. We must accouIlt for the anticipated loss of gallonage 
sales attributable to those 16 customers who now have access to new1 sunk wells 
before a rate structure may be designed and the appropriate rates set 47-  

Although the c i r w m  of each case mer slightly, the common thread is that, like 
AUF, each utility was faced with consumption reductions arising from the installation of 
irrigation wells. We, by estimating the consumption reductions before setting rates in each case, 
recognized that: 1) the consumption reductions were not transitory in nature, 2) the utilities 
should not absorb the revenue impact of the reduced sales, and 3) the reductions had to be 
accounted for before setting rates. Failure to appropriately account for these consumption 
reductions would have resulted in rates that would not be compensatory as required by Section 
367.081, F.S. Such is the circumstance in the instant case. 

3. Commission Conclusion 

Based on the foregoing, the appropriate billing determinants for the test year shall be as 
shown in AUF'S MFR Schedules E-2 and E-14. 

B. Test Year Revenues 

The appropriate amount of test year revenue is a fall-out calculation using the billing 
determinauts in the test year. Based on the approved billing detemum . ts above, the annualized 
revenue for each system has been recalculated in order to ensure that there were no calculation 
errors by the Utility. We note that the Utility used the effective rates of the three dif€emt sets of 
rates that were in effect during the test year instead of the rates in effect prior to sling the instant 

See order No. PSG96-0869-FOF-WS, issued July 2, 1996, m Docket No. 950966-WS, In re: Awlication for a 

&? order No. PSC-961458-FOF-WS, issued December 2, 1996, m Docket No. 950966WS, In re: Amlication 

I1 

staff-assirted rate case in Hiehlands Comtv bv %brine Ridee UliIities, Inc. 

for a stafF-misted rate case in Hirrhlmds Countv bv Sebrinrr Ridge Utilities. Inc. 
"See - Order No. PSGO2-1114-PAA-WS. 
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case. Based on the recalculation, we find that the appropriate annualized water and wastewater 
revenues are $8,357,510 and $4,908,138, respectively. As a result, water revenue shall be 
reduced by $1 10,012 and wastewater revenue shall be reduced by $58,306. 

Our adjustments to annualized test year revenue are as shown in Table 8 below. 

C. Allocation Methodology 

1. Parties’ Arguments 

AUF witness Smzygiel testified that AAI and its affiliates allocate costs and charges to 
AUF in accordaDce with the policy set forth in A M s  Corporate Charges Allocations Manual. 
Witness Szczygiel asserted that AUF’s affiliate cost allocation policy ensures that costs are 
properly allocated to Am’s ratepayers. In its brief, the Utility stated no witness has challenged 
Am’s affiliate cost allocation methodology in this case. SpecZcally, the Utility’s reliance on 
that statement was that OPC witness Dismukes stated that she did not find any problems with the 
mechanical allocation. The Utility also argued that AUF’s affiliate cost a l l d o n  methodology 
was previously analyzed, reviewed, and approved by this Commission in Docket No. 080121- 
WS, and there. is no evidentiary basis to deviate h m  that precedent. 

In his rebuttal testimony, witness Szczygel agreed that Aqua Georgia should be allocated 
a porlion of ASI’s costs based on an imputed customer count of 408 customers which results in 
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an annual reduction to AUF of approXimatey $244. Witness Szczygiel asserted that S u b u r b  
Environmental Service Company falls under Aqua Resources and has been imputed a customer 
count of 2,695, and as such, has already received a portion of ASI’s costs. 

With regard to Utility 62 Municipal Services, Inc., witness Szczygiel explained that this 
entity is owned by Aqua PA and receives passive income similar to other forms of passive 
income in many states, such as passive income fivm antenna leases. As a result, witness 
Szczygiel contended that these p i v e  revenues do not have an associated customer count and 
therefore receive no allocation. Witness Szczygiel pointed out that most of the passive revenue 
AAI earns serves to reduce the revenue requirement of the operating company in the applicable 
state. 

With regard to Aqua Operations, witness Szczygiel explained that this is a legal entity 
which holds and administers operation and maintenance contracts in the applicable states. AUF 
witness Szczygiel argued that OPC witness Dismukes acknowledged that there are no charges 
fivm AAI, AS1 or ACO for the vast majority of the municipal contracts. Witness Szczygiel 
asserted that, to the extent any services are provided to non-regulated affiliates, costs are 
allocated fivm affiliates using the existing affiliate interest agreement and the underlying 
allocation methodology consistent with the 2008 rate case. 

With regard to common office= and directors of regulated and non-regulated affiliates, 
witness Szczygiel test54 that the fact that there are common officers should not dictate whether 
or not to allocate officers’ salaries. Witness Syzcgiel stated that all legal entities require 
assigned officers and directors. Witness Szczygiel contended that, in the case of Aqua 
Operations, which covers multi-state non-regulated contracts, the contracts are handled at the 
state level and are generally administered by the state president 

OPC witness Dismukes t e d e d  that, given that affiliate trausactions are not arms-length 
dealings, we have an obligation to closely ~cr~tinize cost allocation techniques and methods of 
charging afFliates to ensure that the Utility’s regulated operations are not subsidizing the non- 
regulated operations. Witness Dismukes stated that AAI has nine non-regulated subsidiaries, and 
that AUF has contracted with one of the non-regulated subsidiaries, Aqua Services, Inc. (AS0 to 
provide managerial, operatiod, and regulatory support. Witness Dismukes argued that AS1 
performs services for certain non-regulated afliliates. However, she noted that AS1 does not 
consistently allocate costs to these miates and that there are four afliliates that do not receive 
altocatiOnS fivm ASI. Witness Dismukes pointed out that, in the 2008 rate. case, the Utility 
acknowledged the need to allocate costs to at least one of its non-regulated affiliates. However, 
OPC argued that all non-regulated affiliates should be consistently allocated AS1 costs. 

Moreover, OPC witness Dismukes indicated that the regulated and non-regulated Aqua 
companies have common officers and directors and that AAI failed to demonstrate that the 
salaries and benefits of these common officers are allocated to the non-regulated companies. 
Wilness Dismukes testiiied that the failure to allocate common costs to AAI’s non-regulated 
operations causes AAI’s regulated operations to subsidize the non-regulated operations. 
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Witness Dismulces testified that certain operating companies provide contract operator 
services, but that no common costs are allocated for these services. While the Utility claims it 
did not allocate costs because no corporate services were provided directly, witness Dismukes 
testified that AUF fded  to take into account the indirect costs associated with the additional 
oversight and management of the afiiliates that provide these services. Witness Dismukes 
testified that the failure to take these additional costs into account and allocate them accordingly 
results in an over-allcation of costs to the regulated companies without similar allocations to the 
non-regulated operations. 

c. Other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

2. Preliminarv Matters 

Before. weighing in on the parties' specific arguments, there are three areas that should be 
addressed related to the allocation methodology, namely, required analyses of aEliate charges, 
our Statrs a€tXate tramactions audit, and additional AAI customers. 

a. Allocation Methodolow 

StatT witness Welch explained that AAI has two divisions that allocate costs to the 
individual states. The first division is AS1 which accumulates and allocates common payroll 
from the AAI Pennsylvania office. AS1 also accumulates invoices that are common to all states. 
Witness Welch explained these costs are allocated in two separate billings to the states, including 
the payroll charged based on timesheet hours wherein those hours are multiplied by a rate which 
includes payroll costs, benefits, taxes, pension costs, and office space costs. Witness Welch 
further explained that the invoices are charged through a sundry allocation which is allocated 
based on number of meters. 

The second division is ACO, which does the customer billiig and handIes the call center. 
Witness Welch stated that ACO accumulates all of its costs including payroll, office space, and 
various invoices, and allocates these costs to states that use the billing system based on number 
of meters. 

In addition to allocations by AS1 and ACO, AAI allocates certain costs directly to states, 
such as insurance, fleet charges, lock box charges, and health insurance. All costs discussed 
above are charged to AUF's headquarters cost center which are then allocated to its non- 
regulated and regulated systems based on direct labor and on the number of customers. 

(1) Required Analyses of Affiliate Charges 

It is a utility's burden to prove that its costs are reasonable:' This burden is even greater 
when the transaction is between related parties because: (1) a a t e  transactions raise the 

5oSeeFloridaPower~.v.Cresse.413 - S0.2d1187,1191 @la. 19112). 
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concern of self-dealing where market forces do not necessarily drive prices, and (2) utilities have 
a natural business incentive to shift costs b m  non-regulated operations to regulated monopoly 
operations since recovery is more certain with captive ratepayers. Accordingly, although a 

closer scrutiny. The legislature has recognized the need to scrutinize af€iliate transactions by 
specifically grauting us access to non-regulated affiliate records. Specifically, Section 
367.156(1), F.S., states: 

transaction between re- parties is not per se unreasonable, related party tramacb 'om require 

The commission shall continue to have reasonable access to all utility records 
records of affiliated comuauies, including its uarent comuanv. re~ardjn~ 
transactions or cost allocations among the utilitv and such affiliated comuanies, 
and such records necessary to ensure that a utilitv's rateuav ers do not subsidize 
nonutilitv activities. Upon request of the utility or any other person, any records 
received by the commission which are shown and fotmd by the commission to be 
proprietary confidential business information shall be kept confidential and shall 
be exempt from s. 119.07(1). 

(Emphasis added). In overtuming a prior Commission decision, the Florida Supreme Court 
enunciated the standard which we should use in reviewing affiliate tramacb 'om stating, "(w)e 
believe the standard must be whether the transactions exceed the going market rate or are 
otherwise inherently unfair."51 This standard of review will be addressed in detail in Section 
W. D. m i a t e  Revenues and Charges. 

(2) Affiliate Transaction Audit 

In reviewing the corporate overhead allocated to AUF, OUT staff auditors reviewed AAI's 
Board of Dmtors minutes to determine if any changes to future operations would affect the test 
year allocated amounts. The auditors reviewed the allocation methodology used to allocate costs 
h m  MI, ACO, AAI, and AUF h e a d q m  by recalculating the allocation percentages and 
verifying the number of customers to source documents?' In addition, staff auditors perfomed 
an analytical review of AS1 and ACO costs to determine whether selected costs could be traced 
back to supporting sopme documentation. An audit of the gross costs at the parent level was 
performed which included an exBmination of costs for proper timing, amount, and classification. 
The auditors also examined the costs to determine whether any costs were non-utility related, 
non-recurring, unreasonable or imprudent Further, the auditors reviewed related party 
transactions for reasonableness by ensuring they were commenslrrate with arms-length 
transactions. Finally, selected samples were taken fiom the ledgers of ASI, ACO, and AAI and 
were traced to supporting documentation. 

Numerous afl ikte audit s n d i  were made, with the majority resulting in adjustments 
that the Utility and parties stipulated. Specifically, the total $170,651 stipulated affiliate- 
adjustment consists of the following: Sundry expense adjustment of $5,586 ( m t e  Audit 
Finding 2), Investor Relation Promotions and Sponsorship of Events adjustment of $681 

GTE v. Deason, 642 So. 2d 545,548 (Ha 1994). 
This was done to ensure that M ' s  regdated operations are not subsidizing its nm-regdated operations. 52 
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(Affiliate Audit Finding 3), AUF Headquarters Charges adjustment of $53,095 ( f i l i a te  Audit 
Finding 4), Administrative and TermhatiodNew Hire Salary Normalization and Pro Forma 
adjustment of $100,087 (Afl%ate Audit Fiding 6). and Health Insurance Accrual adjustment of 
$11,196 (Affiliate. Audit Finding 7). 

(3) Additional AAI Customers 

AUF responded to a staff data request indicating that AAI acquired 22 water andor 
wastewater systems totaling 5,894 customers subsequent to the April 30,2010, test year. In a 
subsequent response, the Utility stated that there was no net i n m e n t a l  increase in overhead 
associated with these acquisitions. AUF witness Szczygiel disagreed with the PAA Order 
adjustments associated with these additional AAI customers because he believed they were 
overstated Speciiically, witness Szczygiel asserted that the impact of 6,000 customers would 
have a de minimis impact on AUF. In his late-filed deposition Exhibit 4, witness Szczygiel 
reflected an impact of $5,972 related to these additional customers.) Because ratemaking is 
prospective in nature, we find that an adjustment is appropriate to recognize the net additional 
customers now served by AAI. Accordingly, O&M expenses shall be reduced by $5,972. 

3. Commission Analysis 

With the exception of no allocation of common officers' and directors' salaries and other 
associated costs to non-regulated entities, we find that AUF witness Szczygiel sdliciently 
addressed the concerns raised by OPC witness Dismukes. However, we find that witness 
Szczygiel's testimony did not provide d c i e n t  evidence to support no allocation of common 
officers' and directors' salaries and associated costs to non-regulated entities. In so finding, we 
note that it is our "prerogative to evaluate the testimony of competing experts and afford 
whatever weight to the conflicting opinions it deems ne~essary."'~ 

As stated previously, it is a utility's burden to prove that its costs are rea~onable?~ Due 
to the lack of sufficient evidence to support AUF's decision not to allocate common officers' and 
directors' salaries and associated costs to non-regulated entities, we find a reduction to AUF's 
O&M expense is warranted in order to recognize an allocation of common costs to AAI's non- 
regulated entities. Using the percentage of non-regulated revenues to total AAI revenues, AUF's 
customer percentage, and AUF's jurisdictional factor, we find that O&M expense shall be 
r e d d  by $23,555. 

4. Commission Conclusion 

As staied previously, AUF witness Szczygiel agreed that Aqua Georgia should be 
allocated a portion of ASI's costs based on an imputed customer count of 408 customers. This 
results in an annual reduction to AUF of approximately $244. Because ratemaking is 
prospective in nature, we find it is appropriate to reduce O&M expense by $5,972 in order to 
recognize the net additional customers now served by AAI. Finally, due to the lack of d c i e n t  

a Scs GulfPower Co. v. FPSC, 453 So. 2d 799,805 (Fla 1984). 
- See Florida Power Corn. v. Crew. 413 So. 2d 1187,1191 (Fla 1982). 
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evidence to SuppOa AUF’s position that no allocation of common officers’ and directors’ salaries 
and associated costs to non-regulated entities is necessary, we find a reduction to AUF’s 0 & M  
expense of $23,555 is urarzanted in order to recognize an allocation of common costs to AAI’s 
non-regulated entities. Based on the above, we h d  that O&M expense shall be reduced by 
$29,772 ($244 + $5,972 + $23,555). Our calculations are shown in Table 9 set out below. 

Table 9 
Allocated O&M Expense Adjustments 

D. AflGliate Revenues and Charges 

In its filing, the Utility recorded a total inter-company expense allocation of $2,418,638 
from its parent, AAI. This amount included costs associated with A W  non-jurisdictional 
systems in Citrus and Sarasota counties. The amount of jurisdictional interampany expense 
quested in this case is $1,468,020. 

1. Parties’ Armments 

e 
AUF witness Szczygiel testified that the methodology by which the Utility’s aftihte 

transaction costs are allocated to AUF was closely reviewed and approved by us in Docket No. 
080121-WS. He stated that, since the 2008 rate case, AUF conducted a Florida Market Study 
which shows that its customers benefit by having centralid services provided by affiliates 
because the allocated costs are less than what it would incur ifAUF secured the services from 
outside sources. In support of his position on affiliate lransactions, witness Szczygiel provided 
AAI’s Corporate Charges Allocation Manual and an analysis that he argued demonstrates that 
the allocated costs to AUF by alXbtes are below market costs. AUF Witness Szczygiel asserted 
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that OPC’s recommended adjustments are confiscatory and represent a reduction of over $1.2 
million in m a t e  expeoses that we approved in the 2008 rate case. 

OPC witness Dismukes testiiied that &ate costs have increased significautly since the 
2008 rate case and the Utility has failed to explain these incmses. Witness Dismukes stated that 
it is important to closely examine aEl.iate hnsactions because they do not represent --length 
dealings and regulated operations should not subsidize the non-regulated operations. She 
asserted that Contractual Services - Management Fees increased by 281 percent since the 2008 
rate case, signislcantly more than the reduction to miscellaneous expenses. In its brief, OPC 
pointed out that the Utility’s O&M expense ratio is over 50 percent compared to AAI’s O W  
expense ratio of 38 percent Based on her peer group analysis, witness Dismukes recommended 
that AUF’s expenses related to a5iliates should be reduced by $664,023 for water and $312,822 
for wastewater because AUF has not demonskated any economies of scale or other 
c o m m w  benefits to customers. 

c. Other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

2. Commission Analysis 

In this issue, OPC and the other Intervenors recommend a reduction of $664,023 for 
water and $312,822 for wastewater. OPC argued that the reduction is appropriate because AUF 
has not demomirated any economies of scale or other commensurate benefits to customers. 

In evaluating whether and how much filiate costs should be included in rates, we are 
aware of the relevant statutes and cases on rates and atiiliate trausactions. Section 
367.081(2)(a)l., F.S., sets forth our responsibility in rate settin& and specifically states: 

The commission shall, either upon request or upon its own motion, fix rates which 
are just, reasonable, compensatory, and not unfairly discximinatory. In every such 
proceedin& the commission shall consider the value and quality of the service and 
the cost of providing the service, which shall include, but not be limited to, debt 
inmst; the requirements of the utility for working capital, maintemnce, 
depreciation, tax, and operating expenses incurred in the operation of all property 
used and useful in the public service; and a fair return on the investment of the 
utility in property used and useful in the public service. . . . 

As reflected in the statute cited above, we are required to set reasonable rates, but we 
must also set rates that are compensatory. The provisions in the statute require that we consider 
the cost of providing service, which includes operating expenses incurred in the operation of all 
property used and wful in the public service, as well as a fair return on the investment of the 
Utility in property used and useful in the public service. In conducting our analysis of the 
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appropriate operating expenses to be included, we are mindful of two Florida Supreme Court 
cases. In the case of Kevstone Water Co v. Be*, 278 So. 2d 606 (Fla 1973), the Court held 
that a utility is entitled to a fair rate of return on property used or useful in public service. In 
Kevstone, the Court further found that rates which do not yield a fair rate of return are unjust, 
unreasonable, and codismtory and their enforcement deprives a utility of due process?' 
Additionally, in GTE v. Dan, 642 So. 2d 545 (Fla 1994), the Florida Supreme Court laid out 
the standard of review for afltiliate transactions, stating: 

The mere fact that a utility is doing business with an afEliate does not mean that 
unfair or excess profits are being generated, without more. Charles F. Phillips, 
Jr., The Regulation of Public Utilities 254-55 (1988). We believe the standard 
must be whether the tmma& 'om exceed the going market rate or are otherwise 
inherently unfair. . . . If the answer is "no," then the PSC may not reject the 
utility's position. 

GTE v. Dan, 645 So. 2d at 547-548. We have reviewed the record evidence and applied the 
holdings in Kevstone v. Bevis and GTE v. Deason as appropriate. 

a Benefit to Rateuav ers h m  mliate-Provided Services 

OPC challenged the amount of benefit ratepayers receive h m  affiliate-provided services 
and recommended that AUF's revenue requirement be r e d d  by $664,023 for water and 
$312,822 for wastewater. OPC's challenge is multi-faceted Fbt, OPC challenges AUF's 
evidentiary suppofl using a market-based study to support its a€6liate transactions. Second, OPC 
provides a peer group cornpatison to support its position that Am's revenue requirement be 
reduced. Third, OPC challenges AUF's claim that being part of a large organiz.ation in which 
managemen& operations, and regulatory support provided by the Utility's parent and sister 
companies reduces costs to customers. We will address the parties' arguments under two 
separate headings below. The Evidentiary Support for the AfEliate Services subsection 
addresses both AUF's market-based study and OPC's peer group analysis. In the subsection 
Cost of Operating Am's Systems, we review OPC's argument that it is the parent organization's 
costs that are increasing Florida ratepayers costs without giving any benefit to Florida ratepayers. 

(1) Evidentiary Support for Affiliate Services 

As noted above, the standard to use in evaluating affiliate tmmact~ 'om is whether the cost 
of those transactions exceeds the going market rate or is otherwise inherently We 
further note tbat it is a utility's burden to prove that its costs are reasonable?' This burden is 
even greater when the transaction is between related parties for two reasons: (1) affiliate 
transactionS raise the concern of selfdealkg where market forces do not necessarily drive pice% 
and (2) utilities have a natural business incentive to shift costs h m  non-regulated operations to 
regulated monopoly operations since recovery is more certain with captive ratepayers. Although 

SB Kevstone Wata CO. v. Bevis, 278 So. 2d 606,6V9 1973). 
%See GTE Florida Inc. v. Deason, 642 Sa. 2d 545 @a 1994). 
"~FlondaPowerCo1~.v.C~~~,413So.Zd1187,1191(Fla - 1982). 
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atmum% 'on between related parties is not per se unreasonable, related party transactions quire 
closer SCN~~UY. To address the benefit to customers from affibte-provided services, we fhd  it is 
appropriate to address AUF witness Szczygiel's market-based study and the peer group 
comparison offered by OPC witness D i k e s .  

(a) Szczygiel's Market-Based Study 

For purposes of its review of AUF's aEliate transactions, our staff requested that the 
Utility provide any and all documents in its possession, custody or control that demonshate 
whether charges from al l  filiates are provided to AUF at the lower of cost or market. In its 
response, AUF provided a recent study prepared by the Utility's sister company, Aqua Virginia, 
which was submitted to the Virginia Public Service Commission. This study compared the fully- 
loaded hourly rates, including all benefits and applicable taxes, of AS1 employees with the 
hourly rates charged by engineerin& accounting, and other consultants fiom the private sector. 
A m d i n g  to that study, the hourly rates of AS1 employees were lower than consultants from the 
private sector. 

In its supplemental response, AUF provided a similar analysis comparing the hourly rates 
of AS1 employees to hourly rates of private sector consultants in Florida Witness Szczygiel 
argued that the Florida-specific analysis revealed that the hourly rates of AS1 employees were 
lower than consultants fium the private sector. The Utility fiuther stated that AS1 is a service 
company formed by AAI to provide centralized management, accounting, e n g i n e ,  human 
r e s o w s ,  information technology support, legal, and rate case support to AAI's 0-g 
subsidiaries. AUF asserted that AS1 allows all of its operating subsidiaries to take advantage of 
the economies of scale provided by common o w n d p  of numerous companies. For example, 
the Utility contended that affiliated companies like AUF can share accounting software, asset 
software, and billing and customer information software, thus saving the individual companies 
from the cost of acquiring such software on their own. 

If operated as a stand-alone company, AUF asserted it would have to hire and retain 
additional employees and/or outside contractors to provide the many services now being 
provided by ASI. For example, the Utility stated that AS1 offers a centralized staff of 
professional engineers to AUF and other AAI operating subsidiaries. The Utility indicated that 
these professional engineers provide services such as obtaining and preparing requests for 
proposals and evaluating submitted proposals fium various engineering firms and are available to 
AUF as needed. AUF contended that the cost of s h k g  the expense of an engineering s&IIT is 
far less than conkacting outside engineering firms, which not only bill to cover the fully loaded 
cost of their engineering staff, but also to include a profit margin. The Utility stated that the 
average hourly cost of engineering services allocated to AUF from ASJ., including overhead, is 
approximately $82 an hour. AUF asserted that two Florida engineering firms were surveyed for 
their billing rates, and the rates ranged fium $1 10 per hour for entry level professional staff to 
$140 per hour for principals. Based on these billing rates, AUF calculated tbat the per hour cost 
savings ranges from approximately 25 to 41 percent by using ASI. 
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Likewise, if operated as a stand-alone company, AUF asserted it would have to hire an 
attorney or attorneys, or contract out legal services to outside law firms, for recurring general 
matters. As a subsidiary of AAI, AUF stated it can access legal seMces fbm the legal staff at 
ASI. The average 2009 billing rate for Florida law h, as published in the "2010 Economics 
& Law Office Management Survey" conducted by the Florida Bar, was approximately $247 an 
hour?* The Utility stated that the hourly rate, including overhead, for legal services in the test 
year charged to ALJF by AS1 was approximately $140 an hour, which repments a savings of 
appruximately 43 percent compared to the Florida Bar average rate. 

PelWlbW HomlVRate Amount 
13% 150 $20 

AUF also contended it has access to a full accounting staff at AS1 with experience in all 
phases of accounting, including accounts payable, property, tax, general ledger, payroll, 
purchasing, and accounts receivable. The Utility stated that the average hourly rate bded from 
AS1 was approximately $57 an hour. AUF stated that the "2008 PCPSKSCPA National MAP 
Survey" conducted by the American Institute of Certified Public Accountants showed national 
average rates for accounting professionals. The Utility asserted that these hourly rates, adjusted 
for inflation, are Directors - $161, Managers - $137, Senior Associates - $110, and Associates - 
$88. AUF contended that the average rate charged by ASI, which includes all levels of 
personnel, is appruxhately 35 percent less at the low end and 65 percent less at the high end 
when compared to the national averages. 

AUF further asserted that as a subsidiary of AAI, it has access to a full range of 
management professionals. The Utility contended that some, but not all, of the services provided 
by AAI professionals include human resources, information processing, investor relations, 
financial planning, internal audit, regulatory affrlirs, and corporate governance. AUF stated that 
the "Operating Ratios for Management Consulting Firms, 2007 Edition" survey conducted by the 
Association of Management Consulting F i  shows the range of billing rates of management 
consultants in the U.S. The Utility asserted that those rates, adjusted for inflatioq are $115 an 
hour for an entry level consultant at a small h to $468 per hour for the highest level consultant 
at a large h. AUF contended that the average hourly rate charged by AS1 for the test year was 
approxhately $128, which is approximately 73 percent less than the high end of the national 
average. 

As for customer service provided by ACO, the Utility contended that AAI had total 
customer service charges of $15,485,729 during the test year in this rate case. AUF stated that 
AAI's total cost of $15,485,729 translates to aper customer cost of $18.12 per year. The Utility 

27% 200 54 
25% 250 63 
5% 275 14 
14% 300 42 
2% 325 
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asserted that the “Benchmarking Performance Indicaton for Water and Wastewater Utilities: 
2007 Annual Survey Data and Analyses Report“ released by the American Water Works 
Association listed an average customer service cost per account, adjusted for inflation, of 
approximately $44, which is more than double the AAI per customer service charge. AUF 
concluded that the per hour costs for services and costs per customer confirm that operating AUF 
as an affiliate of AAI is beneficial to Florida customers. 

In its brief, OPC argued that AUF’s market analysis had numerous shortcomings such 
that it should not be used in support of AUF’s position that its affiliate costs do not exceed 
market rates. OPC witness Dmukes expressed numerous concerns with AUF’s Florida Market 
Based Study, such as: (1) the study did not consider services provided by AS1 to the other 
entities included in the Utility’s study; (2) the Utility used only two firms to compare its 
engineering costs; (3) AUF’s comparison appeared to assume that every hour spent by AS1 
personnel could be billed at a rate comparable to a skilled lawyer, consultant, &ed public 
accountant or professional engineer regardless of the level of expertise of the AS1 employee; (4) 
the coqmison &led to consider that companies typidy use outside counsel or consultants for 
specialized areas of law or professional services, not the day-today operations of a business; and 
(5) AUF’s comparison failed to consider that outsourcing of this magnitude would likely be 
hwned upon by regulators due to the high costs that would be passed to ratepayers. 

In response to OPC witness Dismukes’ concerns that the initial study only included two 
engineering hns ,  AUF witness Szczygiel testified that AUF added two more engineering firms 
for a total of four engineering f h s  to update the Utility’s Market Based Study. In addition, 
witness Szczygiel stated he revised the study to exclude all AS1 employees that hold less than a 
Bachelors’ degree in the categories of accountants and management professionals to address 
witness Dismukes’ concern that the level of expertise of AS1 employees relative to third Paay 
mtified public accountants and skilled consultants. 

(b) Peer Group Comparison mered by OPC witness Dismukes 

In contrast to AUF’s mket based study approach, OPC witness Dismukes developed a 
peer group of Commission-regulated utilities to compare their expenses with AUF’s expenses in 
an effort to test the reasonableness of affiliate-provided services. SpeciEdy, this peer group 
consisted of 15 Class B utilities and 29 Class C utilities. Witness Dismukes pointed out tbat her 
peer group consisted of only Class B and Class C utilities because AUF‘s systems included in 
this rate case would all be considered Class B or Class C utilities on a stand-alone basis. When 
developing the Class BKlass C peer group, she weighted the Class B and C utilities’ data in 
proportion to the revenue of the systems in each rate band For the individual systems, witness 
Dismukes matched each system’s Class ranking to the Class comparison. For example, she 
considered Breeze Hiu a Class C utility on a stand-alone basis; therefore, its affiliate charges 
were compared only to Class C utilities. Witness Dismukes’ peer group only compared 
administrative and general expenses, which consist of salaries and wages for employees and 
officers, contmctual services expenses, and miscellaneous expenses. Based on the total for all 
rate bands and stand-alone systems, under the peer group approach, OPC witness Dismukes 
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t e s t i f i d t h a t t h e m  ‘ve and general expenses should be reduced by $664,023 for water 
and $312,822 for wastewater?9 

AUF witness Szczygiel disagreed with making financial adjustments to any business 
entity using a peer group comparison like the one developed by OPC witness Disnukes. He 
explahed that the source data relied on by OPC witness Dismukes does not permit an apples-to- 
apples comparison with AUF. Witness Szczygiel contended that the varying levels of services 
provided by the service companies to their individual afiiliates, the different allocation 
methodologies, and the lack of detail in the data submitted prevented a clear determination of the 
amount of costs charged or the pxudency of those charges. Witness Szczygiel stated that there is 
no indication tbat witness Dismukes has audited the source documents of the utilities in her peer 
group, nor is there any indication that she has a baseline understanding of the condition of their 
facilities. He also asserted that there is no showing of whether the utilities in witness Dismukes’ 
peer group are in need of rate relief, whether they are operating at a loss, or whether they have a 
service company. Moreover, witness Szczygiel testified that the corporate structures, expenses, 
operating standards, and environmental compliance records of the utilities in witness Dismukes’ 
peer group are not considered. 

(c) Commission Analysis of Two Studies 

While we agree with OPC witness Dismukes that AUF’s Market Based Study does not 
offer a realistic comparison of market based rates, we also agree with AUF Witness Szyzgiel that 
the peer group analysis presented by witness Dismukes does not provide an adequate 
comparison. We note that in AUF’s 2008 rate case we also disagreed with witness Dismdes’ 
previous recommendation to use a comparison of Commission-regulated utilities to AUF in 
evaluating affiliate-provided services. In the Utility’s 2008 rate case, we specifically found 
“[tlhat the comparison analysis proposed by witness Dismukes does not provide an appropriate 
basis to warrant an adjustment being made.”6o As acknowledged by witness Dismukes, there are 

the reasonableness of aLfiliate trama~tions. To that complexities associated with detmmmg 
point, we ljnd that witness D i s m W  peer group comparison does not adequately compare the 
duties, activities, and responsibilities for the Utility’s afiili-provided services. 

If we were to approve OPC’s proposed adjustment of $976,845 ($664,023 + $3 12,822), it 
would represent a disallowance of approximately 67 percent6’ of AUF’s proposed allocated 
overhead. We are concerned with removing such a signiscant portion of costs unless there is a 
sufficient evidentiary record to support the removal of those costs. Thus, we find an evaluation 
of the justised costs to operate the Utility’s systems, which is discussed in detail below, is 
necessary to resolve this issue. 

. .  

With the approved 0- “[pense adjustments in other issues and before any other adjusmnents to amliate- 
provided &ce$ we note that OPC’s proposed adjustment in this issue would r e d t  in the approval of total O&M 
expense that is approximately sh percent less than the toid O&hi expense approved in the Utility‘s 2008 rate CBFR. 
* See order No. PSG09-0385-FOF-WS, p. 78. 

a l l d O n  for this Case of $1,468,020. 
percentage is calculated by using the proposed adjustment of $976,&15 divided by total intercompany 
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(2) Cost of Operating A W s  Systems 

OPC challenged AUF’s claim that being part of a large organization in which 
management, operations, and regulatory support provided by the Utility’s parent and sister 
companies reduces costs to customers. Based on its review of O&M expense for Class C 
utilities, OPC stated that the layers of management associated with the Utility’s allocated 
overhead bas not p roduced  any cost savings for customers. OPC contended that AUF’s 
operating expenses are too high when compared to other Class C utilities. 

To test OPC’s assertion, our staffperformed an analysis that compared the long-term debt 
cost of the utilities in OPC witness Dismukes’ peer group which had long-term debt to AUF’s 
cost rate for long-term debt provided by AAI. The following table depicts the dcdation of a 
weighted cost of long-tern debt for all the utilities in OPC witness Dismukes’ peer group that 
had long-term debt at the time this Commission last established those utilities’ ROES. 

See order NO. 25347, p. 24, issued NOVabW 14, 1991, in Docket NO. 910093-WS. In re: Request for rate 62 

increase in Sumter Countv bv Continental Utilitv. Inc. 
& O r b  No.PSC-96-1229-FOF-WS, p. 38, issued September 30, 1996, in Docket NO. 950828-WS, b 63 

A ~ ~ l i c a t i ~ n  for nrte increase in Marion County bv Rainbow & i n s  Utilities. L.C. 
6* See Order No. PSC-11-0385-PAA-WS. D. 27. issued SeDtembcr 13. 2011. in Docket No. 100127-WS. In-re: 
AmliCation for increase in water and & rates in Mar& Countv bv Tradewinds Utilities. Inc. 

Amlication for amendment of Certificate No. 488-W in Marion C m t v  bv Venture Associates Utilities Corn. * See Order No. 21652, p. 17, ispued August 2, 1989, in Docket No. 881601-WLJ, In re: Amlidon of Men 
~~~e and Otis Fonder for a staff-ass&ed rate case in Pasco county. 

A~~lication for statT-assisted rate case in ~ e e  county b~ MHC-DeAnza Financine Limaed Parbershi~ d/b/a 
Buccaneer Water Service. 

S S  Order No. 21919, p. 16, issued September 19, 1989, m Docket No. 890170-WLJ, In re: Amlication of 
Crestridse Utdm corn0 ration for sIaE-assisted rate case in Pasco County. w 

A~~lication for slaE-assisted rate case inHi&lau& comtv bVDam OnUtilities. Inc, 
’See Order No. PSCd9-0716-PAA-W, p. 33, issued October 28, 2009, in Docket No. 090072-W, b 
ADolication for staff-asshxl rate case in Polk Countv bv Keen S&s. Rentals and Utilities. Inc. 

__ 

& order NO. PSG964790-FOF-W, p. 37, issued June 18, 1996, in Docket NO. 930892-W, U 65 

& Order NO. PSC-%-1466-FOF-W, p. 8, issued December 3, 1996, in Docket NO. 960133-WLJ, b 67 

sa 
.. 

See order NO. PSGG9-0618-PAA-WS, p. 25, issued September 11, 2009, in Docket NO. 080709-WS, 
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Environmental Protection Svstems of Pine Island (corn) 
Notes Payable KRS Resort 
Notes Payable Cheery Builders 

Based on the table above, the weighted average cost rate for long-term debt of the utilities 
in OPC witness Dismukes' peer group is 8.88 percent As approved earlier, the Utility's cost 
rate for debt is 5.10 percent. Therefore, AUF's cost of debt is 378 basis points less than the 
calculated weighted average cost of debt for the utilities in OPC witness Dismukes peer group. 

~ 

" Ses order No. PSC-03-074O-PAA-WS, p. 58, issued June 23,2003, in Docktt No. 021067-WS, In re: Amtication 
for Staff-aisted rate UISe in Polk Countv by River Ranch Water Manarre ment L.L.C. 

Amtication for certificates to mvide water and 
utilities. Inc. 

Ses order No. PSC-ll4345-PAA-WS, p. 35, issued August 16, 2011, in Docket No. 100359-WS, 
A D D l i d O I I  for staff-assisted rate case in Volusia C m t v  bv Tvmber Creek Utilities. In- '' See order No. PScO3-1119-PAA-SU, p. 58, issued ocrober 7, 2003, in Docket No. 030106SU, 
AmTcation for stafhssisted rate case in Lee. C o w  bv Envjronmental M o n  System of Pne Island Inc. 
"Sa order No. PSC-024487-PAA-SU. p. 44, issued April 8,2002, in Docket No. 010919-SU, In re: A~ntication 

Sec @der No. PSC-09-0628-PAA-SU, p. 21, issued September 17, 2009, in Docket No. 080668-SU, b 

Sa NO. PSC-9&0062-FOF-WS, p. 8, issued Jam~a~y 12, 1996, in Docket NO. 940653-WS, 72 

services in Lake Countv bv shanen '-La bv The Lake 

l3 

for Staff-rnsisted rate case in Marion Countv bv BFF Com. 

Amtication fa Staffasisted rate case in Hirthlands Countv bv Fairmount Utilities. Tbe 2nd Inc. 
nSes orderNo. PSC-960869-FOF-WS, p.10. 
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using Am’s cost structure, this incremental difference in the cost of debt would equate to 
approldmately $600,000 in additional revenue requirement. Based on this analysis, it appears 
that AUF customers are benefitting h m  the Utility’s association with AAI through a lower cost 

Moreover, just because the costs to operate a utility are high, t h i s  does not necessarily 
mean that a utility is operating inefficiently. Other factors may innuence the costs to provide 
service to customers. Therefore, we believe a review of this particular Utility’s history is helpfid 
in undmhuckg the costs associated with providing service. AUF acquired the majority of its 
system h m  Florida Water Services Corporation (FWSC). FWSC was formerly known as 
Southern States Utilities, Inc. (SSU). SSU rates were last established in 1996?8 At that time, 
SSU provided water and wastewater service to approximately 102,500 water and 43,000 
wastewater customers. In SSU’s last rate case, this Commission approved a capband rate 
sbuctwe that was affirmed later by the Fw DCA.79 The capbaud rate structure approved in 
Docket No. 950495-WS c o m b i n e d  95 water systems and 43 wastewater systems into eight rate 
groups for the water systems and six rate groups for the wastewater systems. Each of these 
groups consisted of systems with similar costs, but cross subsidies did exist within each group. 
When the groups were fragmented after the break up of FWSC, the loss of subsidy resulted in the 
remaining systems failing to produce revenues that covered their costs on a stand-alone basis. 

of ~OI@XIXI debt 

Before these numerous smaller, higher-cost water and wastewater systems were acquired 
by AUF, several of SSU’s larger, lower-cost systems were sold to municipalities and 
governmental entities. Under the approved capband rate structure, SSU had very large water and 
wastewate.~ systems that were subsidizing numerous smaller water and wastewater systems.8’ As 
a result, SSU’s rates for the smaller, higha-cost systems were considerably lower than if the 
d e r  systems had to pay their true cost of service. AUF purchased the collection of d e r ,  
higherast systems without the benefit of the larger systems that previousIy subsidized the 
higherast systems. Without the benefit of subsidization by larger system there is an upward 
pressure on rates for these smaller systems. This becomes evident when a comparison is made of 
a small system, Beeches’s Point. Taking data h m  Am’s 2008 rate case, the stand-alone cost to 
serve a residential customer of Beecher’s Point, based on a gallonage cap of 6,000, r e d t s  in a 
monthly bill of $384. Our capband rate structure approved in the 2008 w e  resulted in a 
monthly bill of $82. 

b. Adiustments to Affiliate Costs 

(1) Executive Salary Increases 

AUF included AAI Executive Salaries for its four top executives of $72,166 as part of its 
MFRs. This represents an increase. of 22 percent over the amount approved in the 2008 rate case 

See OrderNo. PSG96-1320-FOF-WS. 
Southem States Utilities &a Florida Water Services Comomtion v. Fla. public Service CommkiOS 714 

In 1996, SSU’s four largest water systems served approximately 47,000 customers, which is more thm double the 
SoFd 1046 (Fla 1st DCA 1998). 

present total number of AUF water customers. 
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for this line item. We find AUF did not provide d i c i e n t  record evidence to support an increase 
of 22 percent, paaicularly in light of the economic downturn. 

Exhibit 197 includes an article h m  the April 2011 issue of Electricity Journal titled 
‘Xecovery of Executive Comuensation Exuenses in Utility Rate Cases.” As explained by the 
authors of this article, due to the recent economic downturn, there is greater scrutiny of executive 
pay across the country, including within the utility sector. As M e r  explained in this article, 
utilites seeking recovery of executive wmpensation should explain the significant variances in 
year-over-yeax executive pay. In its p x y  statement, AAI reflected a table of the various types 
of compensation for its top five officers h m  2008 to 2010.8’ Based on a review of A A I ’ s  proxy 
statement and the record in this case, we find that AAI has not adequately explained the 
significant year-over-year salary increases for AAI’s top five executives or how these significant 
inc-s are Elated to Florida utility operations. 

Based on the evidence presented by witnesses at the technical and service hearings, it 
appears the economic downturn is still being felt in Florida. There was a significant amount of 
testimony provided at numerous service hearings regarding the impact the depressed economy 
has had on AUF customers. In addition, Pasco County witness Mariauo stated that citizens in his 
county are experiencing economic struggles. OPC witnesses Woodcock and Vandiver also 
testified regarding the diEcult economic conditions in the State of Floridii Moreover, AUF 
witness Szczygiel acknowledged that the state of the economy may be a driver impacting the 
Utility’s level of bad debt expense. 

Given the state of the economy and the failure of AUF to adequately support its request 
for a 22-percent increase for AAI’s top executives, we find that the incremental salary increases 
for AAI’s top executives quested in this case shall not be passed on to ratepayers. In further 
support ofthis tindin& we note the following tinding h m  a recent rate case:*’ 

In its filing LUSI made two adjustments to the salaries and wages expense for the 
current test year. The fixst adjustment annualized the salaries and wages expense, 
and the second adjustment was a pro forma increase for salary increases of 3.5 
percent in April 201 1. Given the tumultuous state of the economv. we tind that 
any Day increase at this time shall not be borne by the rateuavers. As such, we 
find that the Utility’s annuakation adjustment and pro forma pay increase shall 
be disallowed. 

(Emphasis added)83 This PAA Order was made final by Cons ‘- ~ order NO. PSC-11- 
0548-CO-WS, issued November 29,201 1. 

Although AUF only sought recovery of the wsts associated four of its top executives, the AAI proxy statement 81 

refers to five top executives. 

Amlication for increase in water and wastewater rates in Lake C o w  bv Lake Utilitv SeMces. Inc. 
& onfer NO. PSC-lld514-PAA-WS, w. 20-21, issued Novemk 2,2011, in Docket NO. 100426-WS, Inre: n 

PAA order was made final by C o n s d g  order No. PSGl1-0548CO-WS, issued November 29,201 1. 
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We recognize there have been two recent Commission decisions where a 3-percent salary 
increase was granted However, we note that in those instances the utility’s last rate case was 
s e v d  years ago or it was the utility9s first rate case.84 We further note that AUF’S 
circumstauces are disfinguishable h m  these cases in that the Utility’s last rate case was less 
than three years ago. Accordingy, O&M expense shall be reduced by $17,457 to m o v e  the 
amount associated with executive salary increases. This amount represents the jurisdictional 
portion of the requested 22 percent salary increase for the top executives. 

(2) Normalization and Pro Forma Adjustments for AS1 and ACO 

In its filing, AUF requested a 2.9 percent salary in-e in its normalization and pro 
forma adjustments for Contractual Services - Management Fees. This request relates to 
allocated costs h m  ASI. The Utility also requested a 2.9 percent d a r y  in-e in its 
normalization and pro forma adjustments for Contractual Services - Other. This request relates 
to allocated costs k r n  ACO. Based on lack of support documentation, we 6nd AUF has failed 
to justify its 2.9-percent normalizaton and pro forma salary increases. Therefore, we have 
m o v e d  the requested incremental amount above this level associated with the requested 
normalization and pro forma adjusiments. This results in a reduction to 0&M expense of 
$37,482. 

(3) Indexing of ABiliate Costs 

In general, we agree with OPC witness Dismukes that administrative and general 
expenses of the Utility should be explored to determine the reasonableness of AUF’s a l l d  
af€iliate costs for all the rate bands in order to make an apples-to-apples comparison. Wi!ness 
Dismukes defined administrative and general expenses as salary and wages for employees and 
officers, Contractual Services - AccounW Contractual Services - Management Fees, 

five and general Contractud Services - Other, and miscellanmus expenses. Further, a+ 
expenses should also include pensions and benefits, Contractual Services - Engineering, 
Contractual Services - Legal, and Contractual Services - Testing. 

OPC Witness Dismukes asseTted that Contradual Services - Management Fees increased 
by 281 percent since the 2008 rate case, signiscantly more than the reduction seen in 
miscellmmus expenses due to the shifting of costs as alleged by AUF. AUF witness Szczygiel 
stated that OPC witness Dismukes overstated the change in AUF affiliate costs becaw the 
Utility now records all In-State Administrative Costs, which are not affiliate costs, in Contradual 
Services - Mauagement Fees, Account Nos. 634 and 734, for water and wastewater, 
respectively. Witness Szczygiel testified that the Utility recorded $2,164,049 as miscellaneous 
expenses in the 2008 rate case and $2,116,558 as Contractual Services - Management Fees in the 
test year for the instant case. This represents a decrease of $47,491 ($2,164,049 - $2,116,558), 
which Ktness Szczygiel stated was not protested by any party. Witness Szczygiel also testified 

. . .  

-NO. PSC-11-001O-SCWU, pp. 3,20-21, issued 3,2011, in Docket NO. 100104-WU, LEi %4 

&dhtion for increase in water rates in Franklin Countv bv Wata Manage ment savices hc. (Although this Final 
Order was appeded to the Frst District Court of Appeals our decision for the granting of a 3percent mcrease W a s  
not apart of Water Management Services, hc.’s appeal. also Order No. PSC-ll-O385-PAA-WS, p. 9. 
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that AUF recorded $1,298,024 of total affiliate expenses in the 2008 rate case and $1,293,040 in 
the test year for the instant case. This represents a decrease of $4,984 ($1,298,024 - $1,293,040). 
Witness Szczygiel acknowledged that this issue was pteded.  

We are unable to reconcile AUF witness Szczygiel’s reclassitication h m  miscellaneous 
expenses to Contractual Services - Management Fees contained in Exhibit 208 with the Utility’s 
MF%. First, using the jurisdictional .factor of 60.17 percent for the bauds and systems hcluded 
in the instant case, we calculated the In-SW Administrative Costs reclassified to Contractual 
Services - Management Fees to be approximat~ly $1,273,532 ($2,116,558 x .6017). However, 
accoTding to the Utility’s MFRs, the reduction in total miscellaneous expenses was only 
$167,975. We realize that them would be direct charges of miscellaneous expenses for each 
regulated and non-regulated rate band and system, but we could not find in the record any direct 
charges that would explain the signiscant difference between the calculated amount of 
$1,273,532 and the $167,975 amount mflected in the Utility’s MFRs. Given the Utility’s failure 
to reconcile this major reclassification with the actual decrease in miscellaneous expenses fbm 
AUF’s 2008 rate case, we find it is appropriate to examine the changes in Contractual Services - 
Management Fees and Contractual Services - Other where AS1 and ACO allocated costs are 
tecorded, as well as miscellaneous expenses. Based on a review of AUF’s filing, it appears that 
the Utility’s requested Contractual Services - Management Fees, Contractual Services - Other, 
and miscellaneous expenses combined have increased by approximately $1.25 million, or 69 
percent over the combined amount of Contractual Services - Management Fees, Contractual 
Services -Other, and miscellaneous expenses approved in AUF’s 2008 rate case. 

Having previously found that both the AUF market-study approach and the OPC peer 
group comparison fail to adequately support the positions of the respective parties, we turn to an 
alternative approach in evaluating the S a t e  costs. We have indexed the costs US% OW 
approved price indices that were established pursuaut to Section 367.081(4)(a), F.S. Using the 
resulting amounts fiom all the other expense adjustments for the above noted administrative and 
general expenses, the total cost per customer is approximately $210. Utiliziog the approved 
price indices from 2008 though 2011, and taking into account the actual decline in the total 
number of customers of AUF since its 2008 rate case, we calculated an index factor of 
approximately 5.93 percent. Applying the index factor of 1.0593 to the approved amounts fbm 
the 2008 rate case for the above-noted administrative and general expenses, we calculate a total 
cost per customer of approximately $200. This represents a differenw of approximatdy $10 per 
customer. Applying this $10 diffkrmce to the total number of customers of the existing eight 
rate bands, we find that O&M expense shall be reduced by $227,762.85 In support of this 
approach, we note that there are two similar, recent Commission decisions. In each of those 
decisions, the utility failed to meet its burden of proof for requested salaries increases, and we 
indexed their salaries using the same methodology.86 

Based on this total adjusment of $227,762 results in the appmval of total OBCM expnse that is approxhMtely 
three percentgreaterthan the total 08rM expense. approved in the Utility‘s 2008 rate case. 

A D D ~ ~ ~ O I I  for increase in water- .andPSGlO- 
S S  order NOS. PSC-lOd4U-PAA-WS, pp. 13-14, issued JQ 1, 2010, in Docket NO. 090402-WS, &?E 

0407-PAA-SU, Pp. 10-11, issued J W  21, 2010, in Docket NO. 090381-SU, In re: ADOlidW for hCrem in 

86 
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3. Commission Conclusion 

Am's  argument that its allocated atltiiate costs are less than the level approved in the 
2008 rate case is not supported by the record. Similarly, OPC's argument that AUF bas not 
demonstrated any benefit to customers fium its association with AAI is also not supported by the 
record. Based on a balanced comparison of the cost level approved in the 2008 case to the cost 
level requested in the instant case, we h d  the adjustments to O&M expense shall be as 
summarized be10w.~~ 

Based on the discussion above, O&M expense shall be reduced by $283,806 ($17,457 + 
$37,482 + $227,762). The amount of allocated overhead from affiliated companies represents 
approximately 13 percent of the total approved O&M expense and 7 percent of the approved 
revenue requirement of $15,871,146. The specific rate band and system adjustments are set forth 
in the table below. 

Breakdown of Rate Band and Stand-alone 
Systems Adjustments 

__ 
Wate 
wast 
Wate 
WastewaterBa 
Water Band 3 I (15,122) 

- 

Wastewater Band 3 (44,730) 
Water Band 4 (21,298) 
WastewaterBand4 (2,851) 
Breeze Hill Water (1,413) 
Breeze HiU Wastewater (1,391) 
Fairways Water (4,859) 
Fairways Wastewater (2,775) 

Peace River Wastewater (1,062) 

I Total ($283,806) 

Peace River Water (1,101) 

wastewafer rates in Semhole ComW bv Utilities Inc. of Lonewwd These PAA orders were made m by 
Consummahng . order NOS. PSC-100472CO-WS, issued July 27,2010 and PSC-10-0456CO-SU, issued July 16, 
2010, respectively. 
& order NOS. PSC-I 1-0010-SC-WU, p. 55; and PSC-04-0712-PAA-WS, issued July 20,2004, in Docket NOS. 

020896-WS and 010503-WU, In re: Petition bv customers of Aloha Utilities. Inc. for deletion of portion of temhq 
in Seven S u h ~ e s  area in Pax0 County, and In re: ADDIication for increase in water rates in Seven SUI%= Swtem in 
Pascocollntvbv Aloha Utilities. Inc. 

a7 
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E. Comorate IT Charges 

1. Parties’ Armlments 

AUF witness Szczygiel testified that AS1 provides AUF and other AAI operating 
subsidiaries IT software and software support services, wbich allows AUF to take advantage of 
the econOmies of scale provided by AAI’s common ownership of numerous companies. AUF 
witness Szczygkl argued that the record shows that this structure allows AUF to share IT 
software and SuppOa costs with other affiliate3 companies, thus saving AUF fiom the cost of 
acquiring such IT software and support services on its own. Witness Szczygiel testified that the 
major IT systems that AS1 provides to AUF include quired asset tracking, customer service, 
billing, collections, and service delivery management. Witness Smzygiel stated that the cost of 
t h w  Corporate IT Services are allocated to AUF based on the number of customers. 

The PAA Order noted that, following the filing of this rate case, AAI divested itself of 
eight operating subsidiaries. Witness Szczygiel testified that the PAA Order mistakenly assumed 
that AAI had previously allocated Corporate IT costs to those “divested” subsidiaries, and 
thereafkr “reallocated” those Corporate IT costs to AUF and other Surviving operating utilities. 
Witness Szczygiel asserted that AAI’s cost distribution method allocates project costs only to 
those subsidiaries that benefit iium the project 

In its brief, the Utility contended that Hearing Exhibit 293 provides the 13-month average 
balance of the Corporate IT Asset before and after the referenced divestment, and confirms that 
AAI did not reallocate the Corporate IT costs to the remaining systems. In addition, while 
witness Szczygiel initially disagreed with our proposal to change the amortization period for 
Corporate IT assets horn six to ten years, in its brief, AUF said it no longer disagrees with our 
proposal to change the amortization period to ten years. With this exception, AUF respectfully 
submitted that the Corporate IT allocations set forth in the MFRs should be restored. 

In its brief, OPC pointed out that AUF witness Szczygiel testified that during the past 
three years, AAI had made IT investments and these costs were allocated to AUF through a 
sundry allocation that assigned the costs based on the number of customers. OPC also pointed 
out that witness Szczygiel stated that these costs were allocated at the time of the project, and the 
allocation was not updated for new systems that were added that also benefit fmm the IT 
improvements. OPC contended that, if this logic were expanded to expenses, the Utility would 
never charge the management fees to any new systems acquired because the management was 
put into place before the system was added. 

In its brief, OPC noted that witness Szczygiel further testified that, because the Utility 
does not re-allocate these costs, there is no need for an adjustment to remove increased allocation 
for systems that are divested. OPC contended that, based on the Utility‘s assertion that the IT 
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assets were allocated at the rime of the 2008 rate case and there has been no updated allocation, 
AUF had j&ed that an adjustment is not necessary to remove any IT a l l d o n  due to the sale 
of divested systems. However, OPC noted that since the time of the last rate case, AAI has 
purchased 23 systems in 2010 and 18 systems in 2009. OPC asserted that AUF has not justified 
why IT costs should not be allocated in a similar fashion as other administrative expenses, and as 
such, these allocations should be updated to reflect the acquisition of new systems that will 
benefit h m  the services. Lastly, in its briec OPC agreed that we should adjust depreciation 
expense to reflect a 10-year depreciation life. 

c. Other Intervenors 

YES, Pasco County and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue in their respective briefs. 

2. Commission Analvsis 

In its response to a request to describe the purpose of its major software systems, AUF 
asserted that AAI's information systems axe well recognized and proven products with a utility 
focus. The three major systems are Powerplant (Asset Tracking & Rate Case Support), Banner 
(Customer Service, Billing, and Collections), and Itron Service Link (Service Delivery 
Management). During the past three years, the Utility stated that AAI has made signiscant 
investments to help ensure that Banner, Powexplant, and the systems suppOrting customer service 
and field operations are capable of effectively supporting AAI's customers. 

Recently, in several rate cases for Utilities, Jnc. 0 subsidiaries, we reduced the amount 
of information technology plant allocated h m  Ul's parent to its Florida By 
Order No. PSC-lO-0585-PAA-WS, we found that the allocation of corporate soflware costs from 
the parent company to its subsidiaries should be based on equivalent residential connections 
(J?RCs).@ However, if subsidiaries a e  sold, the cost previously allocated to the subsidiaries 
should not be reallocated to the surviving utilities because no added benefit was realized by the 
remaining subsidiaries. The rationale for this adjustment is that customers receive no additional 
benefit h n  this investment. W e  the decision cited is a final order, we note that UI has 
protested this adjustment in a case from a sister ~ t i l i t y . ~  

We believe it is not fkk, just or reasonable for ratepayers to bear any additional allocated 
Corporate IT plant costs. Thus, we find an adjustment similar to the adjustment made in the UI 
cases is appropriate for AUF's Corporate IT plant cod. However, there is a distinguishable 

% Order Nos. PSC-lOd407-PAA-SU, issued June 21,2010, in Docket No. 090381-SU, In re: A D D I ~ ~ ~  for 
maease m wastewatcrrafes in Seminole Collntv bv U tilities Inc. of Lonewood, . Psc-1o-o41x)-PAA-ws; PSC-10- 
0423-PAA-WS; and PSC-lIM)I5-PAA-WS, issued Jen~ary 5,2011, mDocketN0.090531-WS, h?K&d&b 
-case orstaff-assisted in HiehlandscollntvbvLakc PlacidUtiliti e& Inc. 
Issued Septemh 22,2010, m Docket No. 090462-WS, In re: A~ufication for hawse in water and wastewater 

ratesinMarionOrane e. Pasco. PineUas and Seminole Counties bv U tilities. Jnc. of Florida, pp. 9-1 1. 
"See OrderNo. PSC-ll-O587-PAA-SU, issued December21,2011, inDocket No. 110153-SU, In re: Amlimlion 
for inaeass in wsstewate r rates in Lce C o r n  bv Utilities. Inc. of W e  Ridce. 
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difference in the way AAI allocates its IT assets and the method UI employs to allocate its IT 
assets. 

In late-filed deposition Exhibit 2, AUF witness Szzygiel stated that, when there is a 
divestiture of a system within a subsidiary, each subsidiary would have to evaluate what portion 
if any of these assets need to be written off. For the divestitures made by AUF between 2008 
and 2010, witness Szczygiel asserted that there was no write off of IT assets due to the fact that 
the divestitures were not material to the subsidiary. As mentioned by OPC witness Dismdces, 
AUF's Fountain Lakes irrigation and wastewater systems were recently sold. As a result of this 
divestiture, we d h g m  with AUF witness Szzygiel that the effect is immaterial. Based on 
Fountain Lakes irrigation and wastewater system customer counts, we calculate a plant reduction 
of $68,670 with corresponding reductions to accumulated depreciation and depreciation expense 
of $4,578 each. 

Also, by Order No. PSC-lO-O585-PAA-WS, we determined that the amortization period 
of UI's Phoenix Project software should be increased?' While we originaUy approved a six-year 
amortization period for the Phoenix Project so-, we later determined in a subsequent UI 
case that a more appropriate amortjzation period was ten years. Major software programs, such 
as the Phoenix Project, are not "off the shelP software, but software tailored specifidly for a 
particular utility. Software projects of such magnitude are costly and intended to have a useful 
life much greater than off-the shelf software. UI's prior customer and billing software was used 
in excess of 21 years. 

Based on AUF witncss Szzygiel's late-filed deposition Exhibit 2, AAI's 13-month 
average test year Corporate IT investment is over $115 million. Given the magnitude of its 
Corporate IT investment, we believe that AAI wiU not be replacing its major IT components any 
sooner than ten years. Thus, we find that ten years is a reasonable amortization perid in the 
instant case. AUF does not disagree with our proposal to change the amortization period for 
Corporate IT assets h m  six to ten years. Accordingly, we find that accumulated depreciation 
and depreciation expense shall both be decreased by $136,910. 

3. Commission Conclusion 

In its position, the Utility states that the appropriate amount of Corporate IT charges 
allocated h m  AAI to AUF is $2,406,888, as reflected in the MFRS. However, based on each 
rate band and stand-alone system's MFR Schedule A-3, our staff calculated a total Corporate IT 
allocation of $2,053,657. With our plant adjustment of $68,670, we find that the approPriate 
amount of Corporate IT charges allocated from AAI to AUF is $1,984,987 ($2,053,657 - 
$68,670). 

Based on the discussion above, we hnd that plant, accumulated depreciation, and 
depreciation expense shall be r e d d  by $68,670, $141,488 ($4,578 + $136,910), and $141,488, 

91 - See order NO. PSGlO-O585-PAA-WS, p. 12. 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 115 

respectively. The following table reflects the adjustments to each rate band and stand-alone 
sy-. 

,""", , \-""I 

Total I ($68,670) I $141,488 I ($141,488) 

F. Incentive Comuensali OD 

In its MFRs, AUF included $70,211 in bonus and dividend compensation of AAl's 
coprate management. 

1. Parties' Arguments 

e 
AUF witness Szczygiel testified that the incentive compensation in the Utility's MFRS is 

a pay-for-performance program, and is a necessary component of the AAI executive 
compensation to attract and retain qualified management. He stated that AAI has an outside 
consultant annually benchnark the Utility's executive compensation package a g a h t  the market. 
Wiiness Szczygiel testified that, sccording to the benchmarks, A M ' s  executive cornpensation 
level is currently at or below market, and to remove the incentive compensation would came 
executive compensation to be significantly below marbet, thereby making it difficult to attract 
and retain qualitid management He stated that the incentive compensation model is designed 
to benefit customers by "improving customer service, enhancing customer service, enhancing 
enviromnental compliance, controlling costs, and improving efficiencies and productivity." In 
support of his position on incentive compensation, wituess Szczygiel cited Order No. PSC-09- 
0411-FOF-GU, where we recognized that incentive compensation is "an appropriate tool to 
motivate employees to work efficiently and effectively. The incentive portion of salary gives the 
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employee the opportunity to eam the market average salary.”% In its brief, AUF also cited Order 
NO. PSC-09-0283-FOF-E1, where we recognized that reducing or eliminating incentive 
compensation would result in sahies falling below market level, thus affecting the Utility’s 
ability to compete for qualified emp10yees.9~ 

Witness Szczygiel stated that although AAI’s proxy statement does not specifidly use 
the words “customer satisfaction,” the metrics listed lead to customer satisfaction. In support of 
this position, he stated that metrics such as water quality, customer and revenue growth, and 
operation controls lead to reduced rates for customers. Witness Szczygiel asserted that although 
the Utility has not performed any surveys, the management team strives to “deliver the lowest 
cost and the most efficient cost of providing service.” Witness Szczygiel related this back to the 
operating efficiency ratios, saying that as the Utility strives for efficiency, its rates become more 
affordable. Witness Szczygiel testified that although some incentive compensation goals also 
relate to financial results, the goals are highly customer-oriented. In its brief, AUF noted that 
”neither the OPC nor any other intervener filed testimony attempting to rebut Mr. Szczygiel’s 
testimony that AUF’s incentive compensation is needed and appropriate.” 

OPC witness Vandiver testified that no i n c ~ ~ ~ e s  in salaries are appropriate in this 
economic climate. OPC stated that the CPI was less than two percent and no increases have been 
granted to Social Security for 2009 and 2010, and unemployment has increased. In its brief, 
OPC stated that “Ep]eriods of high unemployment are not the time that a company typically loses 
employees to other compauies,” implying that the Utility should have no trouble retaining 
employees. OPC argued that AN’S  proxy statement does not include criteria for customer 
satishtion. OPC stated that the Utility’s mual report indicates that the operating ratio is a 
pexformance measure for incentive compensation, thereby aligning it with shareholder 
rather than customer interests. In support of its position on executive incentive compensation, 
OPC referred to AAI’s proxy Statement filed with the SEC to show that salaries for its top four 
executives have increased significantly in the past three years, and cited a recent order issued by 
the North Carolina Utilities Commission on September 13, 2011, in Docket No. W-218(319). 
The order reflects a decision by the North Carolina Utilities Commission to reduce executive 
salaries and wages and compensation, basing its decision on its view that the dramatic increase in 
executive compensation for the top four executives was ”unreasonable and overstated” 

c. other Intervenors 

YES, Pasco County, and AG either deferred to or adopted the position of OPC on this 
issue. None of these parties included any argument on this issue. in their respective briefs. 

See Order No. PSGO9-0411-FOF-GU, issued June 9,2009, in Docket No. 080318-GU, m: Petm ”onforrate 
mcrease. bv Peovles Gas svste 
9, SS (kder NO. PSC-O9+2S?FOF-EI, issoed April 30,2009, in Docket No. 080317-EL In re: Petition fa rate 
mcrease bv Tanma El&c Comuanv, p. 58. 

p. 27. 
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2. Commission Analysis 

We have previously treated a portion of the costs allocated from a parent company as 
management costs with the remainder disallowed as investor costs.% In doing so, we found that 
some management costs do benefit the ratepayer, while other costs serve to benefit the 
shareholder. Based on the concept that activities of executive management benefit both the 
ratepayer and the shareholder, we disallowed one-half of the costs allocated from the executive 
departments. AAI rewards its executive mamgement through bonus and dividend compensation 
and allocates this cost to its operating companies. 

As stated in its 2010 Annual Report, AAI considers a number of key measures such as 
the ratio of O&M expense to operating revenue, also called the "operating expense ratio" or 
"efficiency ratio," to evaluate its utili@ business performance within AAI's regulated segment. 
Efficiency ratios are important because an improvement in the ratios usually translates to 
improved profitabiity. AAI reported operating expense ratios of 41.8,40.3, and 38.6 percent in 
2008,2009, and 2010, respectively. AAI ass& it reviews this and other ratios regularly and 
compares them to historical periods, to its budget as approved by the AAI's Board of 
Directofi, and to other PUblicly-tded water utilities. 

Decreases in the "operating expense ratio" would be looked upon favorably since the 
lower the operating expense ratio, the greater the profit for the shareholder. We believe that the 
bonus and dividend compensation of executives provides them an incentive to achieve financial 
performance measures that increase shareholder value. Because this type of executive 
compensation aligns the interests of executives with that of shareholders, we find that bonus and 
dividend compensation shall be borne by shareholders. As discussed above, we redud O&M 
expense $17,475 to remove the incremental amount associated with executive salary increases 
since 2008. Thus, we find that O&M expense shall be r e d d  by $45,478 to reflect removal of 
the 2008 incentive compensation associated with these executives. 

3. Commission Conclusion 

For the reasons set forth above, O&M expense shall be reduced by $45,478 to reflect 
The removal of the allocated incentive compensation associated with AAI executives. 

adjustments to each rate band and stand-alone system are reflected in the table below. 

'cation for a 
rate increase bv United Telenhone COmD anv of Florida, and 910027-~, In re: Petition bv Bonita Sm'w . sresidents 
for extended a ~ e a  service between Bonita S a  and the Fort Mvers and Naules exchawe. and 910529-TL, 
Reauest bv Pasco C O W  Board of COW Commissioners for extended area service between all Pasco County 
excbauq p. 32. 

94 Sec orda NO. PSC-92-070&FOF-TL, issued July 24, 1992, io Docket NOS. 910980-TL, In re: A w ~  



ORDER NO. PSC-12-0102-FOF-WS 
DOCKET NO. 100330-WS 
PAGE 1 18 

Wastewater Band 4 

G. Salaries and Wages 

1. Parties’ Arments 

@ 

AUF witness Rendell testified that the Utility’s requested merit-based and pro forma 
market-based salary increases are necessary to amilct and retain qualified employees. He stated 
that, because of its current pay scale, the Utility has had difficulty retaining qualified employees. 
In support of his position on the Utility’s merit-based increase, witness Rendell cited several 
orders showing our support of increasing salaries for the purposes of remaining competitive in 
hiring and retaining qualified employees. He stated that the Utility has consolidated functions 
and duties and reduced employees, thereby lowering the total amount of salary expense in the 
instant case compared to the level from its last rate case. 

Witnesses Rendell and Szczygiel testified that the merit-based increases are performance- 
based increases, rather than across-the-board increase given to all employees. Also, witness 
Rendell asserted that for AUF to continue to provide its customers with quality services, the 
market-based pro forma increases are necessary to attract and retain qualified operators and field 
technicians. Witness Rendell stated that to do this, the Utility must be competitive in its salaries 
by having salaries at the level other utilities provide. He testified that the market-based increase 
is based on an updated market study conducted by Saje Consulting Group Inc. that compared 
AUF’s salary shucture to that of other similar utilities, as well as the general industry. In support 
of the study, witness Rendell cited the Utility’s last rate case, where we granted the market-based 
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increase, based on a market study conducted by Saje Consulting Group Inc. and Commission 
precedence. 

b m  

OPC witness Vandiver testified that AUF’s customers should not have to pay for an 
increase in salaries during the current economic conditions. She stated that the CPI was less than 
two percent, and there have been no increases for cost of living granted to Social Security 
recipients in 2M)9 or 2010. OPC argued that the economic market is poor, unemployment rates 
are high, and customers are struggling to pay the current bills. In its brief, OPC stated that 
Florida‘s unemployment has continued to rise, indicating that AUF should have no trouble 
retainjng employees. OPC does not believe it is appropriate to base &my i n m e s  on a dated 
market study that fails to consider the unemployment level and economic climate. Based on the 
above, OPC recommends we deny any increase. 

e 
YES argued that from 2008-2010, AAI unjustifably i n m e d  the salaries of its 

executive officers and is now seeking to impose these costs on the rate payers of AUF. In its 
brief, YES stated “[iln years in which this nation has been experiencing one of the greatest 
economic dovintums since the Great Depression, AUF is increasing the salary of its Executives 
by over 60% and hundreds of thousands of dollm and then seeking a mte increase for the same.* 

It 
concluded that “consequently, AUF should not be awarded a rate increase due to Am’s own 
decision to increase its Executives’ salaries even though these Executives failed to meet AUF’s 
own employment objectives.” 

YES argues tbat the magnitude of the requested salary increases is egregious. 

d. Pasco County 

Pasco County argued that, for many reasons, wages and salaries should not be increased. 
It believes the economic climate does not support increased salaries. Although AUF claims it 
needs the increase to retain employees, Pasco County argued the Utility provided no evidence 
that t h q  are having trouble with retention. In addition, there is no evidence that their retention 
rates differ from other utilities. Pasco County stated that AUF also failed to present any 
evidence that its salaries are low for the areas in which its employees are located. Pasco County 
asserted that AUF’s market study only looked at job descriptions and not at geographic cost of 
living. Also, AUF provided no numbers or examples of employees that left due to low pay. 
Pasco County concluded that, with high unemployment in Florida, AUF should have little 
problem hding quaIified employees. 

AG has adopted the position of OPC on this issue but did not provide any argument on 
this issue in its brief. 
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Net Termhations & New Hires 
4% Wage In- -Direct 
4% Wage Increase - Admin 
Market -Based Study Increase 

Total: 

Normalization Pro Forma Total 
$46,601 $136,910 $183,511 
50,109 41,338 91,447 
31,033 41,753 72,786 

0 60,670 60,670 
$127,743 $280,671 $408,414 

With regard to AUF’s requested four percent normalization increase, four percent pro 
forma increase, and pro forma market-based study increases totaling $224,903 ($50,109 + 
$31,033 + $41,338 + $41,753 + $60,670), we believe the Utility should be granted a portion of 
the requested increases. When compared to the salaries and wages amounts approved in the 
Utility’s 2008 rate case, the salary and wages amounts requested in the instaut w e  are less. As 
shown in the table below, the Utility has requested $268,823 less than what was approved in the 
2008 rate case. 

Salaries & Wages 

- See Order No. PSC-110544-PHO-WS, p. 63. 
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Normalization Adj. 
Pro Forma Adj. 
Acq. & Corp. Dev. Sal Adj. 

Total: 

summary Of 

($81,142) 
(83,091) 

(714) 
($167,225) 

Our staff indexed Commission-approved hourly rates for maintenan ce workers to 
compare with the requested annual salaries of AUF's Utility Tech positionsP6 Based on this 
indexing, it appears the requested pro forma market-based study increase is reasonable. We 
believe that to deny AUF any increase would be a disincentive for the Utility to continue to cut 
expenses. However, recognizing the sensitivity of the economic climate in Florida and 
throughout the U.S., we find it would be unreasonable to allow the Utility both the four percent 
normalizab'on and four percent pro forma salary increases. Therefore, we deny the requested 
four percent normalizab'on and pro forma sa laq  increases. Based on the above, our adjustments 
shall be as shown in Table 10 below. 

In response to staff data requests, AUF agreed that the $3,869 related to the salary of the 
Senior Vice President of Corporate Development should be treated below-the-line because it 
related to the acquisitions of new systems, which should be borne by shareholders. This 
treatment is consistent with our decision in the Utility's 2008 rate case.97 Neither OPC nor the 
other parties addressed Corporate Development and Acquisitions. The allocated share for the 
instant case is $714. Accordingly, salaries and wages shall be reduced by $714, with a 
corresponding adjustment made to reduce payroll taxes, as shown in Table 10. 

%%OrderNo. PSC41-2511-PAA-WS, issuedDecember24,2001, inDocketNo. 010396-WS, In re: Auulication 
for Sal3-assisted rate case in B r e d  Cormtv bv Burkim Entermises. Inc., p. 33. 
"U, pp. 89-90. 
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3. Commission Conclusion 

Based on the above, Salaries and Wages - Employees expense shall be reduced by 
$167,225. Accordingly, a corresponding adjustment shall be made to reduce Payroll Taxes by 
$12,793. The s p i S c  adjustments to each rate band and system are set forth in Table 11 below: 

Table 11 -Total Salary and Wage Reduction & Elimination of Corporate 
Development and Acquisitions 

I I 

I ( S 167,225 ) I  Total: 

H. Bad Debt Exmnse 

The Utility recorded bad debt expense of $389,420 for the test year. 

1. Parfies' Arments  

Witness Szczygiel Bsserted that om policy is to set bad debt expense ushg a 3-year 
average. AUF's 3-year average calculation of bad debt expense is $386,221. In its brief, the 
Utility argued that the record shows that AUF's bad debt expense during the test year was not 
abnormal, and there is no legitimate basis for adjusting those expenses. 

In its brief, the Utility contended that witness Dismukes failed to demonstrate that the 
utilities in the comparison group have senice axeas with economic conditions similar to A m ,  
and fails to consider the credit worthiness of AUF's customers compared to other system. 
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Moreover, AUF asserted that witness Dismukes made no effort to show that the utilities in the 
comparison group have rate structures similar to AUF’s unique. cap-band structure. To this 
point, the Utility cited to pages 192 and 193 of Order No. PSC-96-1320-FOF-WS, wherein this 
Commission recognized that utilities without uniform rates are likely to have higher bad debt 
expenses. Finally, the Utility argued that imputing historic bad debt factors of other utilities to 
AUF ignores the likelihood that the current economic downturn will have a significant i m p t  on 
bad debt expense, wherein AUF cited to page 31 of Order No. PSC-92-0580-FOF-Gfl which 
expressly noted that an overall economic downturn wi l l  have a pronounced impact on bad debt 
expense. regardless of increased collection efforts. 

OPC witness Dismukes testified that AUF has experienced billing problems h m  as far 
back as 2007. In its brief, OPC pointed out that the customer testimony at the Service Hearings 
is replete with complaints about billing problems. OPC also argued that a review of the number 
of back-bills shown in Hearing Exhibit 300 shows that the Utility had 141 backbills in 2009,186 
in 2010, and 97 in the first three months of 201 1. Although AUF witness Szczygiel testified that 
all the residential meters had been installed prior to the last rate case, O K  noted that the Utility 
continues to have billing problems. 

OPC witness Dismukes argued that Am’s  requested test year bad debt level of $389,421 
is signisCanty greater than the average for comparable water utilities and results h m  its poor 
Service and billing practices. Witness Disnukes asserted that the difference is substautial 
enough that we should place the burden on AUF to demonstrate why the ratepayers should be 
burdened with the additional costs. Witness Dismukes provided a comparative analysis of the 
Utility’s bad debt to a peer group of water and wastewater utilities and recommends an 
adjustment of $310,816 to reduce the test year expense to $78,605. 

YES argued that “AUF’s poor water quality, poor customer service, bad billing practices, 
and una€fordable rates all  contribute to and exacerbate a bad debt expense by compelling 
customers to default on their AUF bills and vacate properties where AUF supplies water and 
wastewater services for alternative housing that offers more. affordable utility rates while 
providing a higher quality of water, efficient customer service, and affective billing practices.” 
YES concluded that, “AUF’s excessive bad debt expense is merely a result of AUF’s own 
mimanagement and, therefore, should be discounted.” 

d Pasco Countv and AG 

Pasco County and AG adopted the position of OPC on this issue. Neither party included 
any argument on this issue in their respective briefs. 

9a Issued June 29, 1992, in Docket No. 910778-GU, In re: Petition for a rate increase bv West Florida Natural Gas w. 
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2. Commission Analysis 

In its fling, the Utility recorded Bad Debt expense of $389,420 for the test year, as well 
as a pro forma bad debt expense increase of $55,411. This represents a total request of $444,832 
for bad debt expense. 

We find there are four reasons why we should use the threeyear average to determine the 
appropriate bad debt expense level rather than OPC's arguments for using a peer group analysis 
to determine the amount First, OPC witness Dismukes conceded that she could not quantify 
how AUF's alleged b i l I i i  customer service or meter-reading practices impacted the Utility's 
level of bad debt expense. Second, we rec0gniz.e that utilities without uniform rates are likely to 
have higher bad debt expenses. Third, an overall economic downturn will have a pronounced 
impact on bad debt expense regardless of increased collection efforts. Fourtb, numerous 
Commission orders support the convention that Bad Debt expense should be based on a 3-year 
average. We have set bad debt e xgense using the &-year average in multiple gas,""' 
and water and wastewater cases.' ' We approved a 3-year average in these cases based on the 
premise that a three-year average fairly represented the expected bad debt expense. Overall, the 
basis for &terminin g bad debt expense has been whether the amount is representative of the bad 
debt expense to be incurred by the Utility. 

However, we do agree with OPC witness Dismukes that a true 3-year average should be 
used. For PAA purposes, the amount of bad debt expense was based on a 3-year average of the 
year prior to the test year, the test year itself, and the 12-month period that included some months 
in the test year. However, we find the bad debt expense shall be based on a true 3-year average 
with no duplicative months included in the calculation. In addition, it has been determined that 
AUF included an amount of $1 16,069 in its calculation related to a dispute over the payment for 
reuse from the South Seas WWTP. Because we have approved a zero rate for the reuse from this 
facility,1m this amount shall not be included in the calculation of Bad Debt expense. 

Based on the 3-year average calculation, AUF shall be entitled to bad debt expense of 
$265,457 which we believe is representative of AUF's bad debt expense on a going-forward 
basis. As a result, AUF's bad debt expense shall be d u c a l  by $179,375 ($444,832 - $265,457). 
The table below shows the adjustment for each rate band and stand-alone system. 

99See Order Nos. PSG94-0170-FOF-EJ, issued February 10,1994, m Docket No. 930400-EL In re: Amlication for 
a Rate Increase for Marianna electric ' a b  Fl 'da icutilities p. 20; PSG93-0165-FOF-EI, 2 increase bv Tamua Electric 
Comoanv. pp. 69-7R and PSG92-1197-FOF-F& issued October 22, 1992, m Docket No. 91089043, In re: Petition 
for arate increase bv Flo nda P o w  Colwration. p. 48. 
'*See Order Nos PSG92-0924-FOF-GU, issued septwber 3,1992, in Docket No. 91 115OGU, In re: Amlication 
for a rate mcresse bv Peo~les Gas Svstem. Inc., p. 6; and PSC-92-0580-FOF-GU, pp. 30-31. 
'"See Order NOS. PSG106407-PAA-SU, PSG10-0423-PAA-WS, PSC-090385-FOF-WS, pp. 92-96; and PSG 
1O-0585-PAA-WSKs, pp. 43-44. 
See Order No. PSG10-0602-TRF-WS. h e d  October 1,2010, m Docket No. 100049-WS, In re: Petition for IUZ - 

amroval of cbanee in reuse rate bv Aaua Utilities Florida Inc., p. 4. 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 125 

AUF asserted that the appropriate amount of rate case expense is $1,584,791. AUF 
asserted that it attempted to use our PAA process to minimize rate case expense in this rate case. 
However, AUF alleged that OPC propounded excessive discovery, ignored precedent, and 
attempted to relitigate a number of settled issues. AUF further states that it responded to over 
991 interrogatories and 347 requests for production of documents, including subparts. Of that 
discovery, AUF estimates that OPC propounded 796 interrogatories and 299 requests for 
production of documents. AUF asserted that OPC's massive discovery has caused AUF to incur 
a signiscant amount of rate case expense. AUF stated that its requested level of rate case 
expense "has been properly documented and shown to be reasonable in light of the issues, the 
number of parties, the discovery, and the litigation tactics employed by interveners and other 
interested third parties." 

Im - See OrdaNo. PSC-ll-O256-PAA-WS, p, 84. 
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rn 
OPC claimed that rate case expense is overstated and should be r e d d  by $265,000. 

OPC witness Dismukes asserted that ratepayers should not have to pay any more than those costs 
that are reasonable and necessary. The MFRs included $670,268 for rate case expense. As of 
July 31, 2011, AUF reported a revised expense amount of $1,249,320. OPC argued that the 
expense quested by the Utility is inflated with costs that ratepayers should not have to bear. In 
addifion, OPC Bsserted that AUF should be required to share rate case expense 50/50 between 
ratepayers and stockholders, the same as in a 2007 case for an AUF affiliate in New Jersey. 

OPC's recommended adjustments bring the revised requested rate case expense of 
$1,249320 to $809,275. If this adjusted amount is split 50/50 between the ratepayers and 
shareholders, the amount that should be allowed for purpose of setting rates is $404,638. 
F d y ,  OPC contended that we should order that rate case expense approved in this proceeding 
should not be permitted for recovery until the rate case expense h m  the prior proceeding has 
been m y  amortized. 

YES argued that "the evidence is ovenvhelming that Am's rate case expense is 
exorbitant and unreasonable." YES stated that the hourly rate of AUF's outside legal counsel of 
$3 15 per hour is unreasonable. YES argued that the amount of legal expense associated with the 
incremental difference between the hourly rate charged to AUF and the average hourly rate for 
attorneys in the State of Florida as shown in the Florida Bar Rate Survey should be stricken from 
rate case expense. In addition, YES stated that AUF's outside counsel and in-house counsel 
failed to provide adequate detail of the work performed in this case. Finally, YES argued that 
AUF's outside consultants, in-house counsel, and outside counsel each "billed tens of thousands 
of dollars to review the same discovery responses." YES concluded that "AUF should not be 
allowed to chum this file at the expense of Florida's rate payers," and recommended that this 
practice merits a reduction to rate case expense. 

d Pasco Countv and AG 

Pasco County and AG have adopted OPC's position on this issue. Neither p m  included 
any argument on this issue in their respective briefs. 

2. Commission Analvsis 

Our staf€ requested an update of the actual rate case expense incurred, with supposing 
documentation, as well as an estimate of the projected amount to complete the case. On 
November 22, 2011, AUF updated its actual and estimated rate case expense and submitted 
revised totak in late-filed deposition Exhibit 12. In its update, AUF summanzed ' expenses 
incurred through October 31,2011 of $1,381,622, and projected expenses through compldon of 
the c~se of $203,169, for a total requested rate case expense of $1,584,791. However, the 
tabulation of several Werent categories of expenses incurred though October 31,2011 in the 
lead table of latefled deposition Exhibit 12 appear to be incorrect. The $1,381,622 expenses 
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incurred through October 31,201 1 and projected expenses through the completion appear to be 
overstated by $952. The components of the comted rate case. expense are in Table 12 below. 

Pursuant to Section 367.081(7), F.S., we shall determine the reasonableness of rate case 
expenses and disallow all rate case expenses determined to be unreasonable. Also, it is the 
Utility's burden to justify its re+ costs.'w Further, we have broad discretion with respect 
to allowance of rate case expense; however, it would constitute an abuse of discretion to 
automatically award rate case expense without reference to the prudence of the costs incurred in 
the rate case pr0~eeding.l~ AS su~h, we have examined the requested actual expenses, 
supporting documentation, and estimated expenses as listed above for the. current rate case. 
Based on o w  review, we find several adjustments are necessary to the revised rate case expense 
estimate. 

a Legal 

AUF included $786,870 in its &-filed deposition Exhibit 12 for legal representation 
h m  Holland & Knight law firm. Based on review of the invoices for actual expenses, we find 
the following adjustments listed in Table 13 below are appropriate. 

Table 13 - Adjustments to Legal Expenses I 

Attorney (27,083) 
Total: I ($68,664) 

lo( sce Florida Po 
Io' iii M e a d o w z % S v s . .  Inc. v. FF'SC. 518 So. 2d 326,327 (na 1' DCA 1987). v.Cresse,413So.2d 1187,1191(Fla 1982). 
- 
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First, the calculation of invoices incurred through October 31,2011, total $659,701. As 
shown on the mIumry page of Am’s latpfiled deposition Exhibit 12, the Utility included total 
incurred costs h u g h  October 31,201 1 of $668,494. Therefore, we have reduced the amount of 
legal expense by $8,793 for the unsupported difference. Second, as listed above, $13,182 of 
legal expenses were unrelated to the instant docket. These include: calls made to and h m  stafF 
regarding certification requirements, issues related to an acquisition workshop, legislative issues, 
researching the test year approval letter for Chduota, and reviewing case law on municipalities 
acting against pnvate utilities. Therefore, legal rate case expense shall be reduced by $13,182 
for work unrelated to this rate case. 

Prior to AUF filing its MFRS, the Utility incurred legal costs of $61 1 for research and 
analysis associated with presenting an ROE witness. However, AUF used the Commission ROE 
leverage formula as opposed to sponsoring an ROE witness in this case. Therefore, the cost of 
$611 related to this exercise shall be removed in light of the fact that the Commission ROE 
leverage formula was used in the MFRS. 

Through the direct testimony of OPC witness Vandiver and the rebuttal testimony of 
AUF witness SzczYgiel, both parties have agreed that $3,3 13 should be removed h m  rate case 
expense for MFR deficiencies. Of this total, witness Vandiver recommended $2,335 and $978 
be removed h m  legal and consultauts, respectively. In addition, we note that there are legal 
hvmces totaling $546 that are also related to MFR deficiencies. Therefore, legal expense shall 
be reduced by $2,881 ($2,335 + $546) and consultant expense shall be reduced by $978 for work 
associated with MFR deficiencies. 

Pursuaut to Order No. PSC-09-0385-FOF-WS,’06 the Utility’s overall quality of service 
was found to be marginal, except for Chuluota, which was deemed Unsatisfactory. As a result, 
AUF was required to implement a quality of service monitoring plan. The Utility has included 
$7,541 in legal expenses related to the monitoring plaa These charges shall be removed h m  
rate case expew because these costs are not related to the processing of this rate case. 
Accordingly, we have reduced legal expenses by $7,541. 

On July 11,201 1, AUF filed a cross-petition to protest the following eight portions of the 
PAA Order: 1) AUF’s quality of service, 2) pro forma plant additions in AUF’s rate base, 3) rate 
case expense, 4) the Commission leverage formula used, 5) the ROE penalty applied in the PAA, 
6) salary expense, 7) adjustments to IT project cost allocations, and 8) incentive compensation. 
On August 24,2011, the Utility filed a Withdrawal of Distinct Cross-Petition Issue, related to the 
pro forma plant addition issue. We find the legal costs associated with withdrawhg a motion 
that was initially presented by the Utility shall be removed h m  rate case expense. These costs 
are calculated to be $1,434. As such, we have reduced legal expense by $1,434. 

On October 10,201 1, YES served a subpoena and notice for deposition on Mr. Grisham, 
a field employee of AUF. YES asserted that Mr. Grisham‘s testimony was necessary to e s t  to 
AUF’s quality of service. Further, YES stated, ‘%io other employee of Aqua has such extensive, 

’o~OrderNo.PSC-11-0256-PAA-WS,p. 21. 
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unique, singular, and first hand knowledge of the quality of service provided to Aqua's 
customers residing at Arredondo Farms or Aqua's Monito~ing Program violations at the 
property." On October 18,201 1, AUF and Mr. Grisham filed a Joint Motion to Quash Subpoena 
and Notice of Deposition served by YES. Subsequently, AUF and Mr. Grisham's Joint Motion 
to Quash Subpoena and Notice of Deposition was denied by this Commiss io~~ '~~ As a result of 
the motion being denied, the legal costs of $7,139 related to AUF and Mr. Grisham's Joint 
Motion shall be removed, 

Also, we note that the outside lead counsel for AUF rewived a $25 per hour increase 
over the hourly rate paid in the 2008 rate case. Again, because of the economic conditions, we 
iind that this increase was neither prudent nor reasonable. Because we calculate he worked 
1,083.3 hours on this case, the incremental increase equals $27,083. Accordiogly, legal rate case 
expense shall be reduced by this amount. 

Finally, we find that AUF's estimated legal costs to complete the case of $118,440 are 
excessive. Holland & Knight did not provide a detailed breakdown of the activities or duties to 
be performed in the 376 projected hours, nor any time allocations. In AUF's 2008 rate case, we 
found the total amount of estimated hours to complete that case was 287. We believe this is a 
more appropriate amount of hours for post-hearing procedures. Therefore, the 376 projected 
hours shall be reduced by 89 hours. At $315 per hour, the total reduction is $28,035 (89 hours x 
$315), and that amount shall be removed &om rate case expense. 

The amount, including projected completion costs, submitted by AUF in late-filed 
deposition Exhibit 12 for legal representation fiom Holland & Knight totaled $787,050. Based 
on sta€Ps calculation of the amounts shown on the summary page of late-filed deposition Exhibit 
12, this total was overstated by $180 as shown on Table 12 above. Thus, the C O K W ~ ~ ~  legal 
expense submitted by the Utility in late-filed deposition Exhibit 12 is $786,870. 

Our adjustments to legal expense total $96,879 ($68,664 -t $28,035 + $180). 

b. Consultants 

Based on review of the rate case expense support documentation provided by AUF, we 
find several adjustments are necessary for the cost of consultants that were retained by the 
Utility. Firsf Table 11 shows the variance in Am's  calculation of fees i n c d  for collsultants 
as compared to our calculation of fees i n c d  for consultants supported by invoices. 
Ac~~dingly, consultants expense shall be increased by $66 for calculation errors on the 
summary page of late-filed deposition Exhibit 12. 

AUF utilized the services of the following four consultants: 1) Tmothy P. Ward, 2) 
R o d d  J. Pasceri, 3) AUF witness Seidman, and 4) Daniel Franceski. The summary page of 
b f i l e d  deposition Exhibit 12 shows hourly rates for Mr. Ward, Mr. Pasceri, and Mr. Franceski 
that are somewhat different than the hourly rates included on the invoices of eaeh consultant. NO 

Io'- -No. PSGlldSOl-PCO-WS, issuedoCtoberZ6,201 I, inthis docket. 
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party took issue with the rate at which the consultants charged AUF. However, we find only the 
mounts shown on invoices shall be allowed for recovery. Table 14 below shows the hourly rate 
variances and the calculation of our $8,283 adjustment. 

A review of the total consultjng invoices submitted by AUF shows that AUF overstated 
the number of hours billed for consultants by 177.4 hours. Therefore, we have removed the 
overstated hours and associated costs of $15,581 from consulting expense. A detailed 
breakdown of this calculation is below in Table 15. 

As discussed above, both OPC witness Vandiver and AUF witness Szczygiel agreed to 
remove $3,313 from rate case expense for MFR deficiencies, of which, $2,335 is for legal 
expense and $978 is for consultants. The $978 consultant portion is related to two separate 
invoices: one for Daniel T. France& for $638 and one for Ronald Pasceri for $340. In addition 
to the $978, we find that $1,258 for invoices from Daniel Franceski related to deficiency 
responses shall be removed. Based on removal of $978 which was discussed earlier, plus 
removal of an additional $1,258, we find that consultants’ expense for costs peaaining to MFR 
deficiencies of $2,236 shall be removed. 

I AUF included $1,488 in comulting expenses for MI. P m n  that were related to 
reviewing a V i r e a  Commission order and preparing rate base analyses. Because Mr. Pasceri 
was working on AAI systems in a different state, this rate case consulting expense of $1,488 
shall be removed, and consulting expense is reduced by this amount In addition, our staff 
calculated $2,168 in consulting expenses for Mr. Pasceri that were related to the Sarasota system. 
Because the Sarasota system is in a non-jurisdictional county and not part of this rate case, we 
have removed this expense and reduced consulting expense by $2,168. 
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The Utility's projected number of hours for future expenses for consultants total: 56 
hours for Mr. Ward, 3 hours for Mr. Pasceri, $7,500 for witness Seidman, and 59 hours for Mr. 
Franceski. The discovery actions completion date was scheduled for November 22,201 1. Mr. 
Ward, Mr. P- and Mr. Franceski dealt with discovery related "sponses. Late-filed 
deposition Exhibit 12 included hours worked and expenses incurred through October 31,2011. 
Therefore, both consultants would have had approximately one more month of consulting work 
to complete before the discovery completion deadline. Considering a typical eight-hour day, the 
codtan ts  would have worked approximately seven days for Mr. Ward, a half day for Mr. 
P e ,  and seven and a half days for h4r. F r a u d .  We find these estimates are reasonable. 
However, based on calculation errors, we find a reduction of $246 for estimate to completion is 
appropriate, and we have reduced fimue expenses for consultants by this amount 

$29,936 ($66 + $8,283 + $15,581 + $2,236 + $1,488 + $2,168 + $246). 
Based on the above, we find rate case expense for consultants shall be reduced by 

After reviewing timesheets provided by the Utility in late-fled deposition Exhibit 12, we 
find that adjustments are needed. First, the $838 adjustment shown on Table 11 above should be 
made due to Am's calculation errors. Second, the following AS1 employees have rate case 
expense associated with hours worked that are not supported by a detailed description: Kimberly 
Joyce (30 hours at $109 per hour totaling $3,270) and Kelly Burns (27 hours at $39 per hour 
toding $1,053). It is our practice to rely on time records and descriptions to support Utility time 
spent on rate cases.1o8 As such, rate case expense shall be reduced by $4,323. 

Also, we note that AS1 employees Brian Devine, Kimberly Joyce, Kelly Bums and Mary 
Hopper all received hourly rate increases of $6, $29, $1, and $16, respectively, over the hourly 
rates allowed in 2008. Because of the economic conditions, we find that these increases were 
neither prudent nor reasonable. Based on hours worked of 36,122,30, and 148. res@vely, the 
incremental increases are calculated to be $216, $3,538, $30, and $2,368, respdvely. 
Therefore, the total amount of the increase for these four AS1 employees is $6,152, and rate CBSe 
expense shall be reduced by this amount, 

In addition, we find the Utility's amount of estimated future expense for AS1 needs to be 
adjusted. AUF projected 439 hours through completioa Our review of the Utility's support@ 
documentation indicates that AS1 employees worked 2,800 hours as of October 31,2011. Based 
on thesheets provided, AS1 employees began work on the instant docket five months pnor to 
the MFR sling date. This equates to approximate1y 156 hours per month (2,800 howdl8 
months). At this rate, with approximately two months remaining in the case, AS1 employees 
would need 312 hours and not the 439 hours projected to complete this case. Using the 312 
hours reduces the hours to complete the case by 127 hours. We have adjusted the amount of 

IO8 &s Order Nos. PSCll-0256-PAA-WS, p. 102; PScO7-013O-SC-SU, issued February 15,2007, in Docket No. 
060256SU, In re: Awlicati on f o r in crease in wastewater rates in Seminole Countv bv Alafava Utilities. Inc.. p. 31; 

water and wastewater rates in Seminole Comw bv sanlan do Utilities. Corn.. p. 27 
and PSC07-0205-PAA-WS, issued March 6,2007, in Docket NO. 060258-WS, In re: A!JUfidOII for in 
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hours based on the average monthly hours that have been incurred for each employee and 
applied to the estimated future duration of this case. These adjustments are as follows: Brian 
Dwine - reasonable estimate to complete the case is apprOximately 26 hours at $46 per hour 
v m  the 38 hours estimated by the Utility resulting in an adjustment of 12 hours and a 
reduction of $553; Kim Joyce - reasonable estimate. to complete the case is approximately 81 
hours at $109 per hour versus the 122 hours estimated by the Utility resulting in an adjustment of 
41 hours and a reduction of $4,444, Kelly Bums - reasonable estimate to complete the case is 
approximately 20 hours at $39 per hour verms the 30 hours estimated by the Utility resulting in 
an adjustment of 10 hours and a reduction of $391; Mary Hopper - reasonable estimate to 
complete the case is approximakly 99 hours at $94 per hour versus the 148 hours estimated by 
the Utility resulting in an adjustment of 49 hours and a reduction of $4,650; Namm Bhatti - 
reasonable estimate to complete the case is approximately 72 hours at $39 per hour versus the 79 
hours estimated by the Utility resulting in an adjustment of 7 hours and a reduction of $287; 
Alliin McVicker - reasonable estimate to complete the case is approximately 15 hours at $42 
per hour versus the 22 hours estimated by the Utility resulting in an adjustment of 7 hours and a 
reduction of $309. These adjustments result in an adjustment of 127 hours and a reduction of 
$10,633. As such, rate case expense shall be reduced by $21,946 ($838 + $4,323 + $6,152 + 
$10,633). 

d. Other 

In labfiled deposition Exhibit 12, the Utility recorded i n c d  costs of $8,193 for 
“prin~ - filing,“ $2,500 for PWC Review, and $3,530 for other expenses. However, no 
documentation supporting a detailed description of these expenses has been provided. 
Accordingly, the 111 $14,223 shall be disallowed from rate case expense. Also, while the Utility 
recorded $60,114 hcurred for noticing requirements, the invoices for noticing total only 
$59,209. Therefore, we have removed $904 &om rate case expense for the unsupported balance. 

Because t h m  is no detailed 
description of what these charges represent, nor any indication as to how the Utility arrived at 
this estimate, the entire $11,860 shall be disallowed. In total, we find that ‘‘Other‘‘ rate case 
expense shall be reduced by $26,987 ($14,223 + $904 + $1 1,860). 

AUF estimated future travel expenses of $11,860. 

e. Treatment of Rate Case Emens e 

OPC wimess Dismukes testified that the. reasonable amount of rate case expense allowed 
in this case should be shared between the ratepayers and AUF’s shareholders. Based on 
decisions in New Jersey, Illinois, and Minnesota, she mmmended that only 50 percent of the 
d o d  mount of rate case expense be considered for purposes of seaing rates in the instant 
case. 

Witness Dismukes also testified that we should discourage utilities from f i h g  rate cases 
“one on top of another with little time in between, such as happened with this c~~e.’’ She 
recommended we defer recovery of the rate case expense approved in this case until the 
unamortized balance of rate case expense fiom the 2008 proceeding has been l l l y  recovered. 
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In its brief, AUF argued that thexe is no statutory or precedential support in Florida to 
either deny the Utility recovery of documented rate case expense or to defer recovery of same. 
AUF believes OPC’s recommendation on these points is without legal merit and is inequitable. 
AUF concluded that “[h]aving caused rate case expense to increase with its voluminous 
discovery, it is unfair for OPC to now recommend that the FPSC deny AUF its lawful right to 
recover all of its reasonable rate case expense in this case.” 

Based on review of the record in this case, we find that there is no statutory basis or 
precedentid support in Florida to adjust the amount of rate case expense the Utility may be 
permitted to recover through rates in the mauner recommended by OPC. Thus, neither of OPC‘s 
approaches shall be implemented in this case. 

3. Commission Conclusion 

In summary, we find that AUF’s revised rate case expense shall be decreased by 
$175,748, for a total rate case expense of $1,409,043. Table 16 below illustrates our calculation 
of rate case expense. 

Based on the four-year amortization of rate case expense pursuant to Section 367.0816, 
F.S., we calculate the annual rate case expense to be $352,261 ($1,409,043 divided by 4), and 
this amount shall be rmvered over four years. Table 17 reflects the mud amortization 
adjustments of rate case expense for each rate band and stand-alone system. 
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J. Pre-Remession ' Income 

Based on the stipulated adjusbnents and our adjustments approved above, we calculate 
the test year pre-repression water operating income to be $166,868, and the test year pre- 
repression wastewater operating income to be $764,933. The test year operating income or loss 
before any provision for increased revenues is shown in the attached Schedule 4-A and 4-B, as 
well as the table below. 

WI. REVENUE REQUIREMENT 

A. Pre-Reuression Revenue Repujrement 

Consistent with the stipulated adjustments and our approved rate base, cost of capital, and 
net operating income adjustments, we find the total pre-xepression revenue requirement to be 
$10,106,338 for water and $5,764,808 for wastewater. The pre-repression revenue requirement 
for each rate band and stand-alone system are reflected in Schedules 2,4-A, and 4-B. 
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E. RATES AND CHARGES 

A. Rate Cw Thresholds 

1. Parties' Arrmments 

AUF did not address this issue in its brief. 

b. OPC and AG 

OPC and AG changed their position to DELETED in their respective briefs. 

c. YES and Pasco Countv 

YES and Pasco County either deferred to or adopted the position of OPC on this issue, 
and presented no argument on this issue. 

2. Commission Analvsis and Conclusion 

As iisted in the hhearing Order in this case, this is a fallout issue,'09 and no party 
presented any argument in its brief on this issue. Rates are a function of both the revenue 
requirement and billiig deterrmnan ' ts. A subsidy limit of $12.50 (applicable only to the 
residential class, based upon usage levels of seven kgals per month for the water systems and six 
kals per month for the wastewater systems) has been stipulated to by the parties."o Our 
&dings regarding billing determinants and the approved revenue requirements are set out earlier 
in this Order. Using the stipulated subsidy limit of $12.50 in conjunction with our approved 
billing deterrmnan . ts and revenue requirements for the existing rate bands and stand-alone 
systems, the appropriate rate cap thresholds represent fallout calculations. Based on the above, 
the approp* mte cap thresholds to be used to cap residential customer bills are $68.30 for the 
water system and $87.53 for the wastewater system. 

B. Rate Structures 

1. Parties' Areum ents 

a AUF. OPC. AG. and YES 

AUF did not address this issue in its brief. OPC and AG took no position on this issue. 
YES deferred to the position of OPC on this issue. Other than Pasco County, no other p w  
presented argument on this issue in their respective briefs. 

IO9 SeePrehearingorder,OrderNo. PSGll-0544-PHO-WS, issuedNovember23,2011, inthiscase. 
110 mid - 
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b. Pasco Countv 

Pasco County argued that AUF's move toward uniform rates unfairly discriminates 
against the customers of certain systems in violation of Section 367.081(2)(a)l., F.S., and 
Southern States Utilities, n/k/a Florida Water Services Corporation v. Fla, Public Service 
Commission, 714 So. 2d 1046 (Fla 1st DCA 1998). For the 84 percent of the AUF customers in 
Pasco County, those of the Jasmine Lakes and Palm Terrace systems, the $12.50 subsidy and 
accompanYing rate increase have resulted in rate shock Pasco County believes this rate shock 
comes largely due to the subsidy that numerous systems have to pay to support the more costly 
systems. 

Pasc~ County acknowledged that a move back to stand-alone rates is likely not practical 
at this point. However, it believes that the record in this case shows that "any further rate 
increase, or a move to uniform rates, is unfairly disrriminato ry." Pasm county charged that 
'%is dlmmxdl 'on is the mere whim of a non-responsive corporation from another state that 
either buys new systems without regard to the rate impact to its other customers or for the direct 
purpose of supporting its desire to move to uniform rates." Pasco County cited the addition of 
the Breeze Hill and Peace River systems as examples of how AUF's business model forces 
existing customers to subsidize the customers of newly acquired systems. 

Pasco County argued that the move to rate band consolidation is driven by AUF's 
practice of buying unrelated systems. Pasco County concluded that "[bland consolidation ( h m  
4 to 2), or creating uniform rates, is not appropriate because these disparate systems have no 
uniformity in water quality, there is no interconnection and the rates become ever-increasingly 
discriminatOry in violation of Section 376.081, F.S." 

. . .  

2. Commission Analvsis 

As listed in the Prehearing Order in this case, this is a fallout issue.'1L The Utility's 
current residential water rate structure consists of a threstiered inclining block rate structure, 
with usage blocks for monthly consumption of 0 to 5 kgals, 5.001 to 10 kgak, and all usage in 
excess of 10 kgals. The current usage block rate factors are 1.00, 1.25, and 3.00, respectively. 
The Utility is requesting that the current rate structure be changed to a three-tiered inclining 
block rate structure with usage blocks for monthly consumption of 0 to 6 kgals, 6.001 to 12 
kgals, and all usage in excess of 12 kgals, with usage block rate factors of 1.0, 1.5, and 2.0, 
respectively. 

We have a Memorandum of Understanding (MOU) with the five Water Managmat 
Districts ( W M D s  or Districts). A guideline of the five Districts is to set the base facility charges 
(BFCs) such that the utilities recover no more. than 40 percent of the revenues to be generated 
fiom monthly ~ervice."~ We comply with this guideline whenever po~sible."~ This 40 percent 

''I See OrdaNo. PSC-ll-O544-PHO-WS, issuedNovember23,2011, inthis c8se. 
Order No. PSG02-0593-FOF-WS, issued April 30,2002, in Docket No. 010503-WU, In re: AUDUC&OII& 

in- in water rates for Seven S e e s  system in Wsco Counrv bv Aloha Utilities, In&; and Order No. PSC-03- 
1440-FOF-WS. 
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BFC guideline is consistent with the results of the statewide Water Conservation Initiative’s 
WCI) final report, issued in ~ p r i l 2 0 0 2 . ~ ~ ~  We have also cooperated with the WMDS regarding 
requests for conservation rate structures, implementhg the inclining-block rate structure as our 
rate structure of ~h0 ice . I~~  

Our staff, using its calculated revenue requirements for the respective water rate bands 
and stand-alone systems, e v a l d  the Utility’s request to change the residential usage blocks 
and usage block rate factors. This involved performing an analysis of AUF’s billing data 
contained in MFR Schedule 514 ,  and evaluating the conservation signals that would be sent to 
the residential customer class. Based on this analysis, our staff believes that Am’s requested 
usage blocks and proposed rate factors of 1.0, 1.5, and 2.0 are reasonable because these rate 
factors will allow our staff to continue designing an effective water conserving rate structure. 
We agree. However, as will be discussed below, the Utility’s rate factor proposal does not 
reflect the methodology currently used by this Commission regding the application of 
repression adjustments. As will also be discussed below, no repression is expected to occur in 
water Rate Band 2, and, as a result, no repression will be applied to that rate band in Table 24. 
Based on the above, the resulting usage block rate factors are: a) 1 .O, 1.754 and 2.63 1 for usage 
blocks 1 through 3, respectively, for Rate Band 1; and b) 1.0, 1.5 and 2.0 for usage blocks 1 
through 3, respectively, for (the capped) Rate Band 2. 

Our traditional wastewater rate structure is the BFC/gallonage charge rate structure. In 
order to recognize the capital intensive nature of wastewater facilities, the wastewater BFC shall 
be set to recover 50 percent of the revenue requiren~ent.”~ Residential billed consumption shall 
be capped at six kgals, and the general service kgal c h g e  shall be 1.2 times the corresponding 
residential kgal charge. The residential and general service gallonage charge portions of both the 
Utility’s requested wastewater rate structure and our approved wastewater rate shwture are 
consistent with our prior d e ~ i s i ~ n ~ . ~ ~ ~  

3. Commission Conclusion 

Based on the foregoing, the appropriate rate structure for the Utility’s residential water 
customers is a tbree-tiered incljning block rate structure with usage blocks for monthly 

See order NOS. PSC-09-0385-FOF-WS; PSC-02-0593-FOF-WS; PSC-94-1452-FOF-W, irmed November 28, 
1994, in Docket No. 940475-W, In re: Amlicatim for rate increase in Mrntin Comtv bv Hobe Sound Water 
COmoanV; PSC-01-0327-PAA-WU, b e d  January 6, 2001, in Docket NO. 000295-WU, Jll re: h l i C a t i c X l  for 
increaseinwaterratesin H i ghlmds County bv Placid Lakes Utilities. Inc; and PScoO-25OO-PAA-WS, issued 
Decemba 26,2000, in Docket No. 000327-WS, In re: Amlieation for &-assisted rate case in pldoam Countv by 
Bnffalo BMUtiIities. Jnc. 

‘I’ & Order Nos. PSC-09-0385-FOF-WS; PSC-03-0647-PAA-WS, issued May 28,2003, in Docket No. 020407- 
W S X  re: AUDhcaliOI3 for rate increase in Polk County bv Cvoress Lakm Utilities. Inc.; PSGoo-o248-PAA-~, 
PSC-0 1-0327-PAA-WLJ; PSC-02-0593-FOF-WS; and PSC-03-144o-FOF-WS. 

ScZ Order Nos. PSC-11-0385-PAA-WS; and PSC-09-0101-PAA-W$ issued February 16,2009, m Docket No. I I6 

Id. 

070693-WS. Inre: AD~licatiMI for increaSe in water and wasteW&rI&S i0 Lake CoUnW bv Lake U tilitv services, 
- InC. 
I” See order NO. PSC-07-0199-PAA-WS, issued m h  5,2007, in Docket NO. 060257-WS, 
incresse in water and wastewam rates in Polk countvbv cvoress Lakes Utilities. Inc. 

re: ADDliCatim fOr 
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consumption of: (a) 0-6 kgals, (b) 6.001-12 kgals, and (c) usage in excess of 12 kgals. The usage 
block rate factors for Rate Band 1 shall be 1.0,1.754 and 2.631, respectively; and for the capped 
rate band 2 shall be 1.0, 1.5 and 2.0, respectively. The appropriate rate structure for the Utility's 
general service water customers is a continuation of the BFChmiform gallonage charge rate 
structure, with the general service gallonage charge rate based on the average overall water rate 
per kgal. The BFC cost recovery allocation for the water systems shall be set at 40 percent. 

The appropriate rate structure for the Utility's wastewater systems is a continuation of the 
current BFC/gallonage charge rate structure. Residential billed monthly consumption shall be 
capped at six kgals, and the general service kgal charge shall be 1.2 times the corresponding 
residential kgal charge. The BFC cost recovery allocation for the wastewater systems shall be 
set at 50 percent, 

C. Rate Consolidation for Water 

1. PaItie-s' Arrruments 

AUF did not address this issue in its brief. OPC and AG took no position on this issue. 
YES deferred to the position of OPC on this issue. In its brief, Pasco County consolidated its 
argument on the appropriate rate structure and appropriate rate consolidation for water and 
wastewater. Pasco County's consolidated argument was s ' 3 in Section E. B. Rate 
Structures, immediately preceding this section. Other than Pasco County, no other p@ 
presented argument on this issue in their respective briefs. 

2. Commission Analysis 

As listed in the Prehearing Order in this case, this is a fallout issue. Furthermore, as 
discussed in the Prehearing Order, a subsidy limit of $12.50, applicable only to the residential 
class, based on usage levels of seven kgals per month for the water systems and six kgals per 
month for the wastewater systems, has been stipulated to by the Mes.'" The Utility's current 
rate consolidation consists of seven rate groups: 1) four water rate bands Bands 1 through 
4) and 2) three stand-alone systems (Breeze Hill, Fairways and Peace River) q u k d  subsequent 
to AUF's last rate case. An analysis of the monthly bills and percentage increases based on the 
approved billing determinants, revenue requirements, rate structure and current rate goqings is 
shown in Table 18 below. 

'"~orderNo.PSC-11-0544-PH0WS,is~edNovember23,2011,~this case. 
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Table 18 - Comparative Analysis of Current Rate Groupings - W a t e P  
Based on Seven IC& of Consumption per Month 12' 

Line 
Nos. 
- 

1 

2 

3 

4 
- 

5 

6 

7 

8 =  
5-7 

9 =  
8/7 

- 

- 

Current Current Current Current Bmze 1 Band1 Band2 1 Band3 1 Band.l I Hill 

BFC $14.43 $18.71 $19.12 $22.37 $17.42 

0-6kgals $2.75 $5.08 $4.88 $8.96 $12.09 

6+ - 12 kgals I $4.33 1 $8.47 1 $7.39 I $14.27 1 $12.09 

12+kgals $5.77 $112.9 $9.85 $19.03 $12.09 

Bill at Current 
Banding and 
Approved 
Rev. Required $35.27 $57.68 $55.81 $90.39 $102.03 

Max Subsidy $0.00 $0.00 $0.00 $0.00 $0.00 

Bill at Current 

Bill Incr - $16 

I I I I I 
Billhcr -% I 21.0% 1 28.4% I 2.Y? 1 28.7% 1 196.5% 

$1.73 

$3.69 $10.91 

$0.00 I $0.00 

Leaving the current capband rate groupings and stand-alone systems in place ~ s u l t s  in no 
rate band or stand-alone system subsidizing another rate band or stand-alone system. As shown 
in Table 18, the monthly bill increases for the current capband systems rauge from 2.9 percent to 
28.7 percent. However, the monthly bill increases for the stand-alone systems of B w z e  Hill 
Fairways, and Peace River range would be 196.5 percent, 95.0 percent and 63.9 percent, 
respectively. We believe the increases for the three stand-alone systems are especially 
problematic, and any rate grouping shall address this concern 

AUF has proposed fully consolidating all of its current rate band and stand-alone systems 
into a single water system with a single set of rates applicable to all water customers. Our 
analysis of AUF's consolidation request is shown in Table 19. 

'I9 Based on the approvcdbilling d-ts, revenue rgquimuents, and rafe sbxchms. Also, within each tier, the 
amount shown is  for each kgal c o r n e d  within that tier. 

May not calculate to amounts shown due to cornding. m 
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Table 19 - Analysi f Am’s Full Rate Consolidation Reauest - 
3ased on 

Current 

- 
$18.82 

$4.76 

$9.75 

$13.00 

- 
- 
- 

a 
current 
Band2 
- 
$18.82 

$4.76 

$9.75 

$13.00 

- 

- 

- 
- 

$57.10 
- 

$57.68 
- 

($0.58) 

of consu 
current 
BgQ 

$18.82 

$4.76 

$9.75 

$13.00 

$57.10 

$55.81 

Ition per 1 

Current 

$18.82 

$4.76 

$9.75 

$13.00 

$57.10 

BltX7.e 
- Ha 

$18.82 

$4.76 

$9.75 

$13.00 

River 

BFC 

0-6kgals 

6+ - 12 kgds 

12+ kgals 

Bill Resulting 
FromAUF’s 
RequestedFull 
consolidationat 
Approved Rev. 
Req&ment 

Bill Resulting 
From Current 
Banding at 
Approved Rev. 
Requirement 

5 $57.10 
- 

$35.27 
- 

$21.84 

$57.10 

6 

7 =  
5 -6  

__ 

- 

8 

Line 
Nos. 

9 =  
5 -8  

10 = 
918  

__ 

- 

- 

$90.39 $102.03 

$1.30 ($33.28) ($44.93) $18.15 ($30.56) Max Subsidy 

Bill at Current 
Rates 

---t--- 
$29.15 

3urrent 
Bandl 

- 
$44.93 

h n t  
bJJQ 

~ 

$19.98 I $53.48 $5425 

Current 

$70.22 

current 
Band4 

$34.41 

Breeze 

Bill Incr - $$ $27.95 $12.17 
- 

27.1% 
- 

$2.85 

5.3% 

($13.12) 

(18.7%) 

$22.69 

66.0% 

$37.12 $3.62 

185.8% 6.8% Bi l l  Incr - % 95.9% 
- 

As shown above, current Rate Band 4 would see a decrease in its monthly water bill of 
approximately 18.7 percent, There are three rate groups whose resulting bills would increase 
between 5.3 percent (current Rate Band 3) to 95.9 percent (current Rate Band 1). The bills for 

u1 Based on the approved billing determinantr, revenue rrquirement$ and me structmff. Also, within each tier, the 
amount shown is for each kgd consum4 witbin that tier. 

May not calculate to amounts shown due to romdjng. u2 



ORDERNO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 141 

the Breeze Hill and Peace River systems would increase by 66.0 percent and 6.8 percent, 
res@vely. However, the Fairways system would see an increase of 185.8 percent, snd, as 
discussed above, we believe any rate grouping should address increases of this magnitude. 
Furthermore, AUF’s proposed consolidation method would result in customers of the Fairways 
system paying a subsidy of $18.15, approximately 45 percent greater than the parties’ stipulated 
subsidy level of $12.50. The subsidy that would be paid by current Rate Band 1 is even more 
problematic. Current Rate Band 1 would be paying a subsidy of $21.84, approximately 75 
percent greater than the parties’ stipulated subsidy level of $12.50. Therefore, we find AUF’s 
proposed rate consolidation methodology shall be rejected because: a) it results in exceeding the 
stipulated subsidy level for two of its current rate groups, and b) it does not result in a 
consolidation that mitigates problematic increases to current Rate Band 1, plus the Breeze Hill 
and Fairways systems. 

One way to mitigate the increases discussed above is to cap the rates at some threshold, 
thereby incming the rates for the mmining rate bands and systems. As discussed in the case 
of Southem States Utilities. &/a Florida Water Services Cornration v. Ha Public Service 
Commission, 714 So. 2d at 1053, “Nothing inherent in the capband methodology runs doul of 
the statute. . . . Although using stepped rates or “capbands” requires offsetting increases and does 
not spread offsets perfectly evenly among households paying less 9 maximum rates, such use 
need not lead to unfairly discrimhto~y rates.” Therefore, we anal& three combinations of 
water system consolidation methodologies, including utilizing a capband methodology that: a) 
combines the Fairways system with current Rate Band 1, and b) combines current Rate Bands 2, 
3, and 4 with the Breeze Hill and Peace River systems. This analysis results in the water rate 
cowlidation methodology, as shown in Table 20 on the following page. 
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Current 
Bandl 

Current Current Current Breeze Peace 
Fairwavs Band2 Band3 Band4 - Hill - RiVfX 

1 

Approved Rate 
Band *UP- -+ 

2 

I I I I I 

New Rate Band 1 NewRateBand2=CappedBand 

3 

4 
- 

BFC 

0-6kgals 

5 
- 

6 

7-  
5 -6  

~ 

$18.57 $18.57 $19.17 $19.17 $19.17 $19.17 $19.17 

$3.33 $3.33 $6.55 $6.55 $6.55 $6.55 $6.55 

8 

9 =  
5-8  

10 = 
9 1  8 

- 

- 

6+ - 12 kgals 

12+ kgals 

Bill Resulting 
From Apprvd. 
Capband 
Consol. BE 
Approved Rev. 
Resuired 
Bill Resulting 
From Current 
Banding and 
Apprvd. Rev. 
Req!kement 

Max Subsidy 

Bill at Current 
Rates 

Bill Incr - $$ 

Bill Incr - % 

$5.84 $5.84 $9.83 $9.83 $9.83 $9.83 $9.83 

$8.76 $8.76 $13.10 $13.10 $13.10 $13.10 $13.10 

$44.37 $44.37 $68.30 $68.30 $68.30 $68.30 $68.30 

$35.27 $38.96 $57.68 $55.81 $90.39 $102.03 $87.67 

$9.10 $5.41 $10.62 $12.49 ($22.09) ($33.73) ($19.37) 

$29.15 $19.98 $44.93 $54.25 $7022 $34.41 $53.48 

$15.22 $24.39 $23.37 $14.05 ($1.92) $33.89 $14.82 

52.2% 122.1% 52.0% 25.9% (2.7%) 985% 21.1% 

123 Based on the approved b i g  determinants, revenue requirements, and rate 

'm May not calculate to mounts shown due to rounding. 

plus the $12.50 subsidy 
limit that was Stipulatedto by dl parties. 
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As discussed in the analysis following Table 18, we believe any rate grouping should 
address the high percentage increases for the Breeze Hill, Fairways and Peace River system. 
Our approved rate consolidation, while it does not mitigate the increase for the Fairways system, 
does reduce the percentage increase for the Breeze Hill system h m  196.5 percent to 98.5 
percent, while the percentage increase for the Peace River system is reduced h m  63.9 percent to 
27.7 percent. Furthermore, current Rate Band 4, which is the capped band containing the higher- 
cost systems, would also experience a decrease based on our approved consolidatio~'~ 
Although our rate consolidation did result in increases for the remaining rate bands or systems 
ran& h m  13.9 percent (the Fairways system) to 25.8 percent (current Rate Band l), we find 
these deviations ax. reasonable and necessary in order to mitigate the incmwes for the Breeze 
W and Peace River systems. Furthermore, no customer will pay more than the approved 
threshold of $68.30. 

3. Commission Conclusion 

Based on the foregoing, we find that the appropriate level of rate consolidation for the 
water systems is to: (1) combine the current water Rate Band 1 with the Fairways water system, 
into a single, new Rate Band 1; and (2) combine current Rate Bands 2,3, and 4 with the Breeze 
W and Peace River water systems into a single, new Rate Band 2. The new Rate Band 2 shall 
be capped at the approved water rate cap threshold amount of $68.30 as discussed above. 

D. Rate Consolidation for Wastewater 

1. Parties' Arments 

AUF did not addtws this issue in its brief. OPC and AG took no position on this issue. 
YES deferred to the position of OPC on this issue. Also, while Pasco County did not specify a 
position on this issue in its brief, it did combine a discussion on rate structure and rate 
consolidation in its brief. A summary of that discussion is set out in Section IX. B. Rate 
Structures of this Order. Other than Pasco County, no other party presented argument on this 
issue in their respective briefs. 

2. Commission Analvsis 

As listed in the Prehearing Order in this case, rate consolidation is a fallout issue, and a 
subsidy limit of $12.50 has been stipulated to by the parties!26 This subsidy limit applies only to 
the residential class, and is based upon usage levels of seven kgals per month for the water 
systems and six kgals per month for the wastewater systems. The Utility's current wastewater 
rate consofidation consists of four wastewater rate bands (residential Rate Bands 1 though 3, 
plus general service waste.water-only customers in Band 4) and three stand-alone systems 
(Breeze W, Fairways and Peace River). 

See Order No. PSC-09-0385-FOF-WS. 
'26&OrderNo. PSC-ll-0544-PHO-WS, issuedNovember23,2011, inthiscase. 
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Nos. 

Current Band 
- 1 

4 

5 

6= 
3 - 5  

7 = 6 
I 5  

MaX 
Subsidy $0.00 

Bill at 
current 
Rates $45.63 

BillIncr. 
-$$ $11.88 

Bill Incr. 
-% 26.0% 
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An analysis of the monthly bills and percentage increases based on the approved billing 
determinants, revenue requirements, rate structure and current rate groupings is shown in Table 
21 below. 

Table 21 - - Comparative Analysis of Current Rate Groupings - W&mater 

Based on 6 Kgals of Consumption per Month 

current 

(GS M Y )  

$77.89 

$7.84 

$13433 

$0.00 

$142.97 

($8.64) 

(6.0%) 

current 
BandZ 

current 
Fairwavs 

$32.02 $64.86 $21.91 $33.34 $45.47 $19.00 

$6.42 $8.04 $19.60 $12.41 $8.58 $9.65 

. BiU at 

Banding 

Require- 
ment $57.51 $80.25 $182.49 $96.36 $103.36 

- 

$0.00 

$84.85 

$0.00 $0.00 $0.00 $0.00 

$78.10 $83.35 $3938 $82.25 
- 

$21.11 

$35.45 

$49.40 $2.15 $99.14 $56.98 

144.7% 139.4% 25.7% 2.8% 118.9% 

As shown in Table 21, leaving the current capband rate groupings and stand-alone 
systems in place results in no rate band or stand-alone system subsidizing another rate band or 
system. Although the general seMce-ody class (Rate Band 4) would see a decrease in the? bill, 
all residential classes would experience increases of varying magnitude in their bills. For 

lZ7 May not calculate to totals due to mmding. 
Based onthe approved billing de&dmnts audrevenm. requirements. 
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example, based on the current rate groupings, the monthly bill increases for current Rate Bands 1 
and 2, plus the Peace River system, would range from 2.8 percent to 26.0 percent. However, the 
increase for current Rate Band 3 would be 118.9 percent. The monthly bill increases for the 
Fairways and Breeze Hill systems are equally concerning, at 139.4 percent and 144.7 percent, 
respectively. As with the water systems, we find the magnitude of these increases are especially 
problematic, and any rate grouping shall address these concerns. 

AUF has proposed fully consolidating all of these systems into a single wastewakr 
system with a single set of rates applicable to all wastewater customers. Our analysis of Am’s 
consolidation request is shown in Table 22 below. 

Table 22 - Analvsis of Am’s Full Rate Consolidation Reauest - Wasiewak?” 
Based on 6 Kgals of Consumption per Mo& I3O 

I 
L i e  
Nos. 

Current 
Bandl 

Current 
Band2 

Pe?lCe 
- River 

1 

2 
- 

BFC $3439 $34.39 $34.39 $34.39 $34.39 

$8.65 $8.65 $8.65 

$34.39 

$8.65 

$34.39 

$8.65 $8.6513’ 
__ 

$8.65 
__ 

0-6kgals 

Bill Resulting 
From Am’s 
Requested Full 
Consolidation at 
Rev. Required 

Bill at Current 
Banding at Rev. 
R e q d e n t  

$86.27 
- 

$86.27 
~ 

$86.27 $86.27 3 

$182.49 [ $96.36 1 $84.85 4 $1 03.36 $134.33 $57.51 $80.25 

5 =  
3 -4  
- 

6 

7 =  
3-6 

- 

Max Subsidy $28.76 
- 

$45.63 

$6.02 
- 

($17.19) ($48.06) $1.42 

$83.35 $39.38 $35.45 

$46.89 $50.82 

Bill at Current 
Rates $82.25 $142.97 $78.10 

- 
$8.17 $4.02 ($56.70) $40.64 Bill hcr - $$ 

’” Sa& on appvved billing detaminants &d revenue requimnents. ’” Per Kgal. 
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BiUhCr -% 
8 =  7 

~ C u r r e n t C S n n m t  B- PeeCe (GS Baud1 Band2 m Fairwavs River only) 

89.1% 10.5% 3.5% 119.1% 143.4% 4.9% (39.7%) 

As shown in Table 22, Am’s requested Ml rate oonsolidation would result in customers 
of current Rate Band 4 (the general serviceonly rate band) receiving a 
approximately 39.7 percent More importantly, current Rate Band 1 would pay a subsidy greater 
than the stipulated level of $12.50. Therefore, we reject AUF’s proposed mnsoliwon 
methodology. 

As discwed above concerning Rate Consolidation for Water, one way to mitigate 
excessive rate increases is to cap the rates at some tlneshold, while not undulyincreasing the 
rates for the remaining rate bands. A third analysis was conducted lltilizing a capband 
methodology that: (a) left current Rate Band 1 in- (a) combined current Rate Bands 2 and 3 
with the Breezz Hiu, Fairways and Peace River systems into anew, capped- Bsnd 2; and 3) 
made current Rate Band 4 (applicable to B e n d  servicsonly wasfewater providers) the new 
Rate Band 3. Furthemox, when we apply the approved rate cap threshold ami rate stmctwe, 

hand 
revenue requirements, we get the results as shown on Table 23 on the next page. 
along with the stipulated subsidy limit of $12.50, to the approved biUing deterrmnan . 



Current Current Breeze 
Band2 Band3 Hill 

current 
Band 4 
(GS only) 

Fainvays PeaCe 
RiVtX 
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Based 

Current 
Band 1 

New 
Rate 

Band 1 

$23.11 

$7.81 

I I I I I 

I New Rate Band 
hupings: 

New Rate. Band 2 = Capped Band __+ 

BFC 
- 

1 $34.38 

$8.86 
- 

$34.38 

$8.86 

$34.38 

$8.86 

$3438 

$8.86 2 0-6kgals 

BillResulting 
From Appvd 

Consolidation 
and Approved 
Revenue 
Requirement 

Bill at Current 
Banding and 
Approved 
Revenue 
Requirement 

capband 

$8.86 

3 $69.91 $81.53 $87.53 $87.53 $87.53 

4 $51.51 $96.36 
- 
($8.83) 
- 

$84.85 $80.25 

$7.28 

$182.49 

($94.96) 
5 =  

3 -4  
- 

$12.45 $2.68 ($15.83) $0.00 Max Subsidy 

Bill at Current 
Rates 6 

I= 
3-6 

8 =  7 
I 6  

- 

- 

- 

$45.63 $78.10 $83.35 $3938 $35.45 

$24.34 $9.43 $4.18 $48.15 Bill ha- $$ 

Bill Incr - % 

$52.08 

146.9% 53.3% 12.1% 5.0% 1223% 

”’ May not calculaie to totals due. to ronnding. 

that was stipuhtedtoby all parties. 
Based on approved billing demmhmts. revenue and rate structms, pins the $12.50 subsidy limit 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 148 

In order to fairly compare the effects of this capband methodology and resulting rate 
bands to the current rate bands and stand-alone systems, we analyzed the subsidy information 
contained on Line 4 of Table 23. A review of this i n f o d o n  indicates that subsidies paid by 
systems mged from a low of $2.68 pairways system) to a high of $12.45 (Rate Band 1). 
However, these subsidies were of benefit to the Breeze Hill, Peace River and current Rate Band 
3 customers, because they received subsidies of $8.83, $15.83 and $94.96, respectively. 
Therefore, we find the subsidies discussed above are reasonable and necessary in order to 
mitigate rate impacts of other customers. 

3. Commission Conclusion 

Therefore, based on the foregoing, we find that the appropriate level of rate consolidation 
for the residential wastewater systems is: (1) leave current Band 1 intact, and (2) combine current 
Rate Bands 2 and 3, plus the stand-alone systems of Breeze Hill, Fairways and Peace River, into 
a new capped Band 2. The new Rate Band 2 shall be capped at the approved wastewater rate cap 
threshold amount of $87.53. As shown above, the general Service-only wa&wakr providers 
shall be in new Band 3. We do not consider rate cap tbresholds for general seMce-only 
wastewater providers. 

E. Revression Adjustments 

The appropriate repression adjustments for the water systems are shown in Table 24 
below. No repmion adjustment is appropriate for the wastewater systems. 

Rate Cap Threshold 

I 

I 

L 
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1. Commission Analysis 

As listed in the Prehearing Order in this case, this is a fallout issue.'34 The Utility's rate 
factor proposal does not reflect the methodology currently used by this Commission where we do 
not apply repression adjustments to nondiscretionary commpti0n.135 B& on the above, this 
results in usage block rate factors oE a) 1.0, 1.754, and 2.631 for usage blocks 1 through 3, 
respectively, for Rate Band 1; and b) 1.0, 1.5k, and 2.0 for usage blocks 1 though 3, 
reqxdvely, for (the capped) Rate Band 2. 

2. Commission Conclusion 

Based on the approved billing determinants , revenue requirements, rate cap thresholds, 
rate structures, and consolidation for the respective water systems, the repression adjustments are 
shown in Table 24 above. Because wastewater rates are based on a cap of six kgals, which 
represents nondiscretionary consumption, there is no repression adjustment for the wastewater 
system. 

F. Water and Wastewater Rates 

The appropriate post-repression revenue requirement, excluding miscellanmus service 
charges, is $10,063,856 for the water system and $5,764,808 for the wastewater system. As 
discussed earlier, the appropriate rate structure for the water system's residential class is a three- 
tier inching block rate structure, with usage blocks for monthly consumption of: a) 0-6 kgals, b) 
6.001-12 kgals, and 3) a l l  usage in excess of 12 kgals. The approved usage block rate factors for 
Rate Bands 1 and 2 shall be: a) 1.0, 1.754 and 2.631, respectively for Rate Band 1, and b) 1.0, 
1.5 and 2.0, respectively, for Rate Band 2. The BFC cost recovery percentage shall be set at 40 
percent. The appropriate rate structure for the water system's non-residential classes is the 
imditiod BFC/uniform gallonage charge rate structure. As discussed above, a repression 
adjustment shall be made to the water systems as indicated. Applying these findings to the 
approved pre-repression revenue requirements results in the find water rates contained in 
Schedule 5-A. These rates are designed to recover a post-repression revenue q b a t  of 
$10,063,856 for the water system. 

The appropriate rate structure for the wastewater systems is a BFClgallonage charge rate 
structure, with the general service d o n a g e  charge set at 12 times the corresponding residential 
gallonage charge. The BFC cost recovery percentage shall be set at 50 percent As discussed 
earlier, no repression adjustment shall be made to the wastewater systems. Applying these 
findings to the approved pre-repression revenue requirements result in the final wastewater rates 
contained in Schedule 5 8 .  These rates are designed to recover a revenue requirement of 
$5,764,808 for the wastewater system. 

''SeeorderN0.PSC-114)L44-PH0, issuedN0~emberZ3.2011, inthis-. 
order No. PSC-03-I 14O-FOF-WS, issued December 22,2003, in Docket No. 020071-WS, In re: Awlication 

PSC-lM)II7-PAA-WU, issued February 26,2010, in Docket No. 080695-WU, In re: AmEcalion forgeneral rate 
f o r r a t e ~ i a ~ o  ]*NO. 

; .;and 0rdCrN0. PSC-114385-PAA-WS. 
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The Utility shall file revised water and wastewater tariff sheets and a propod customer 
notice to reflect the approved rates for the water and wastewater systems. The approved rates 
shall be effective for seMce rendered on or after the stamped approval date of the revised tariff 
sheets pursuaat to Rule 25-30.475(1), F.A.C. In addition, the approved rates shall not be 
implemented until our staff has approved the proposed customer notice. The Utility shall 
provide proof of the date notice was given no less than ten days after the date of the notice. 

G. Are Rates Affordable 

1. Parties’ Armun ents 

AUF argues that the capband rate structure in the PAA Order and the uniform rate 
structure proposed by AUF produce affordable rates and benefit customers by ensuring that rates 
are kept as low as possible. Further, AUF notes that we have recognized those benefits by 
adopting uniform rates for electric and natural gas utilities in the state, and there is no legal 
impediment to the adoption of uniform rates for AUF’s customers. 

AUF argues that OPC’s efforts to inject a new and undefined ”affordability” criterion are 
nothing more than an attempt to reduce AUF’s revenue requirement and divert our attention h m  
the evidence su porting the need for rate relief, and are in contravention of the Florida Statutes 
and case law.I3’ AUF notes that pursuant to Section 367.081(1), F.S., we must 6x water and 
wastewater utility rates that are just, reasonable, compensatory, and not unfairly discriminatory. 
Further, pursuant to the holdings in United TeleDhone Co. v. Mayo, 403 So. 2d 962,966 ma 
1981); and Kevstone Water Co. v. Bevis, 278 So. 2d 606 (Fla. 1973), those rates must be 
established such that a utility is given the opportunity to m v e r  its prudently incurred expenses 
and to earn a fair return on its investments. In determining a utility’s rates, AUF argues that we 
must consider whether rates are confiscatory and deprive a utility of a fair return on capital 
investment, and failure to allow a fair rate of return would violate the utility’s due process rights. 
- See Westwood Lake. Inc. v. Dade County, 264 So. 2d 7 (Fla 1972); and Gulf Power Co. v. 
Bevis. 289 So. 2d 401 (Fla 1974). 

Citing Southern States Utilities, &a Florida Water Services Corporation v. Fla Public 
Senrice Commission, 714 So. 2d at 1053 (Southern States), AUF notes that the First District 
Court of Appeal First DCA) “confirmed that ‘in the aggregate, rates and charges’ must assure. a 
water and wastewater utility an opportunity to recover its ‘revenue requirement,’ which it 
described as ‘the cost of the service the utility provides, operating expenses as well as the cost of 
capital.”’ Moreover, in that same case, AUF argues that the First DCA accepted that “an 
‘affordability’ crihion may be used to design a utility’s rate structure,” but that ‘‘plefore Setting 
rates for separate classes of customers, the utility must establish and the PSC must approve a 
detedmtion of the utility’s overall revenue requirements.” fi AUF argues that to the extent 

u6 OPC and YES witnesses made anecdotal claims that AUF’s rates and Services had devalued homes and 
businesses. However, AUF argues there is no showing in the record that AUF’s rates and Services have any 
correlation to home or business values, ford- or occnplmcy nrtes. 
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that the rates of certain systems are capped at a certain level to address “affordability” criterion, 
any resulting “shortfall‘‘ of revenues would need to be recovered fiom the remaining ratepayers 
of the utility to ensure the utility is afforded an opportunity to recover its %venue requirement” 
as required by law. Thus, AUF concludes that if “affordabiliv is to be made part of this rate 
case, under Florida law, its pertinence must be contined to determining the appropriate design of 
AUF’s rate structuz. 

AUF notes that Chapter 367, F.S., provides clear direction on how to establish rates for a 
water and wastewater utility, and that OPC’s own witnesses concede that there is no 
“afTordability” test in that Chapter or OUT d e s  for setting a utility’s revenue requkement BS 

‘‘affordable,” “afTordability,” or “unaf€ordable.” Moreover, AUF argues that the Le ‘slature has 
not included any such term in Chapter 367, despite knowing precisely how to do so. IPI: 

AUF concludes its argument by stating that if it is deprived of its revenue requirement 
based on the novel, undefined and unsupported “affordabiity” criteria, it “would constitute an 
unconstitutional taking and a gross betrayal of the regulatory compact.” Further, AUF argues 
that “OPC‘s attempts to inject a new ‘affordability’ criterion in rate setting were properly 
rejected in the &hearing Order, which struck OPC’s proposed Issue 24 and included Issue 31A 
as a ‘rate structure’ issue.”% Preheating Order, Order No. PSC-11-0544-PHO-WS, pp. 81-83. 

OPC argues that pursuant to Sections 367.081 and 367.121, F.S., rates must be fair, just 
ry. OPC wituess Poucher noted and reasonable, as well as compensatory and non- 

that the dictionary definition of compensatory includes the concept of providing papen t  
equivalent to the value of the service or product sold and should consider the value of the 
product and s e M c e s  the customers are receiving h m  AUF. Witness Poucher also testified that 
the above-noted language included the concept that the resulting rates be affordable. 

. . .  

OPC argues that the final rates approved must be such that they are affordable to 
customers and not cause an undue hardship to the customers. OPC witness Vandiver “tedfkd 
that the Memam Webster dictionary defines affordable as ‘to manage to bear without serious 
detriment.”’ OPC argues that both we on our webpage, and AUF, through its witness Szczygiel, 
agree that investor-owned water utilities should provide quality and reliable water service at an 
affordable price to customers while earning a fair return for shareholders. 

AUF notes tbe Legislahue c b m  m Ch. 364, F.S., to make “af€ordabii relevant to the development of 
telewmmunicaliom rates. But, even them, AUF argues that ‘Wordabili~ bas never bcen used to deprive a 
telephone company of 3s right to recover b revenue requirement Rather, federal and state law provide for a 
telecommunicatiom company of€ering below-cost ndes to low-income customers to receive subsidies &om the 
Universal Service Fund thus making the company ”whole.” In Florida, AUF states that no similar scheme even 
remotely exists f a  water and wastewarer utilities. &, W o x  v. State. 923 So. 2d 442,446-47 0% 2006) 

were. intended); and Leisure Resom Inc. v. Frank J. Rwnev. Inc., 654 So. 2d 911,914 (FIR 1995) @oldkg that 
where the Legislature bas used a tam m one section of a slab& but omitted the term in another Section, the court 
will not read the term into the sections where it was omitted). 

137 

(stating that me Legislahne’s llsc of mmt terms in di&rent StaMory sections indicate9 that di&rent meanings 
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OPC notes that its witness Vandiver testified the affordabiiity of rates should be a critical 
component of our determination of the prudency of the Utility’s costs. OPC argues that “while 
an individual cost on its own may be prudently incurred, that same cost may not be considered 
prudently incurred when evaluated as part of a group of costs.” OPC argues that just because all 
individual costs appear to be prudent when taken alone does not mean that the end result must be 
prudent. OPC likens the process to the calculation of a state budget whereby individual 
expendim may have been considered reasonable on their own, but where the. end result would 
cause taxes (or rates) to go higher than Floridians can afford, then the Legislature (Commission) 
must go back and adjust those individual expenditures (expenses). 

OPC notes that both its witnesses Poucher and Vandiver testified that because of AUF’s 
high rates, customers could not afford to water their lawns, use water for hygienic purposes, pay 
their bills, remain in their homes, or maintain their standard of living. Witness Poucher also 
testified that the concept of affordability in the telephone industry for universal service meant 
two standard deviations above and below the nationwide average. Both he and OPC witness 
Dismukes thought we should compare the typical monthly bills approved in the PAA Ordm with 
the rates of other water and wastewater companies operating in the same counties as shown in 
her Schedule 22. Witness Dismukes testified that of the 26 AUF water systems and 17 
wastewater systems she compared, 25 of AUF’s water system and all of the wastewater systems 
had higher rates than the average of the remaining utilities’ rates in the same county. 

Citing Order No. 23186, issued July 13, 1990,13’ witness Vandiver noted that we have 
recognized that the regulatory b e w o r k  can provide a disincentive to keep costs low and 
encowage utilities to practice what is known as “gold plating.” Witness Vandiver testified that 
we “should consider evaluating the utility’s operations to determine that the utility does not have 
just such a perverse incentive to continue to raise expense so that it may continue to increase its 
corporate revenues.” Witness Vandiver also noted that while staff wimess Stallcup thought the 
rates were higher than would be expected, he nevertheless ap- to think or imply that this 
Commission was mnstrained by the statutory requirement that the rates be compensatory to give 
AUF’s all of its requested expenses. Using wimess Poucher’s definition of the term 
compensatory, she did not believe this was necessarily so. Further, although AUF witness 
Szczygiel claimed that the rate case is driven in large part by efforts to improve water quality and 
environmental compliance, witness Vandiver noted that a large portion of the quested revenue 
requirement increase is being driven by AS1 afliliate costs, which costs have increased by over 
200 percent in less than two years. 

OPC concludes its argument by citing Order No. PSC-09-0385-FOF-WS, issued May 29, 
2009.*39 In that Order, we found that based on the respective system averages plus 1.96 standard 
deviations (which captures approximately 95 percent of the variation), the aEordability limits 
were $65.25 for water systems and s82.25.for the wastewater systems (Order No. PSC-09-0385- 
FOF-WS, p. 127) Noting that these rate caps (“affordability limits? were determined less than 

13* Docket No. 870347-TL, In re: Petition of AT&T Communications of the Southem states for Commission 
forbcaran cefromeamines redation and waiver of Rules 25-4.49511) and 25-24.48Mlxb). F.A.C.. for a trial 

%?&%NO. OSOl2l-WS,pp. 126-127. 
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two years ago, OPC states that it is reasonable to conclude that AUF’s current increase request 
wil l  only result in rates that further exceed these limits. 

Based on all the above, OPC notes that AUF’s current rates show that AUF has some of 
the highest rates in the state without any increases. Moreover, OPC alleges that AUF has 
overstated its rate base and net operating expenses which will lead to rates that are not fair, just, 
or reasonable. OPC concludes that AUF’s buying of small, troubled systems, supposedly to 
bring better management and economies of scale, has not delivered these benefits to its 
customers. OPC contends that the o v d  rates requested by AUF are overstated, and there 
should be a total reduction of $2.3 million h m  the amount approved in the PAA Order. 

YES argues that its witness Harpii testified that an average customer of AUF residing at 
Arredondo Farms pays approximately $135-150 for AUF’s water and wastewater services, and 
that this figure is $76 higher per month than an existing utility operator in the G a i n d e  
market. YES further notes that lot rent at Arredondo Farms averages only $270, and lot rent 
with a mobile home averages $630 per month. YES notes that this results in the average resident 
paying water and wastewater bills to AUF which represent 55 percent of their lot rent or 21 
percent of their entire home rent, respectively. YES argues that because of these excessive rates, 
customers of AUF residing at Arredondo Farms are simply priced out of the housing market in 
G a i n d e .  

YES argues that its witness S t a r l i i  presented a photograph of a home that was literally 
tom down and thrown into a dumpster when the owner could not afford to pay the AUF bills, 
and the home could not be moved due to its age. YES also notes that its witness Harpin testified 
that since the beginning of 201 1,59 residents have left Arredondo Farms and of those, 35, or 59 
percent, cited AUF’s rates and senice as the reason they vacated. 

YES argues that it is the only party and only property to put on evidence regarding the 
cost of AUF service compared to that of other utility providers in the same market and the 
harmful effects of AUF’s exorbitant pricing in relation to the local housing market. Based on the 
rates already being d o r d a b l e ,  YES argues that if there is any rate increase granted to AUF, 
we should reduce Arredondo Farm’s rate tier so that the rates for Arredondo Farms will be more 
affordable as compared to the local housing market. YES also notes that AUF has never 
performed any sort of market study of the affordability of its rates in the individual geographical 
regions, in spite of the fact that AUF purports that its ‘‘Industry Mission’’ is to ‘’provide quality 
and reliable water service at an aEordable price to customers, while eaming a fair return for 
shareholders.” 

Finally, YES noted that AUF witness Szczygiel attempted to discredit YES witness 
Harpin‘s testimony. YES argues that AUF witness Szczygiel had originaUy testified that witness 
Harpin’s testimony was merely an attempt to harm AUF and seize its water and wastewater 
b u s i s  at Arredondo Farms. However, upon cross-examination, witness Szczygiel was 
compelled to change his rebuttal testimony to state that he has no knowledge of whether YES is 
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in the water or wastewater business and, therefore, his written rebuttal testimony in that regard 
was false. 

d. Pasco County 

Pasc~ County argues that numerous customers at the New Port Richey service hearing 
testified of their inability to pay AUF’s exorbitant rates. P w  County also notes that thm were 
similar comments about the impact of the high rates an real estate in AUF’s areas, and the ability 
of property owners to rent houses or having to drop rents due to AUF’s rates. 

Pasco County argues that this results in a downward spiral where high rates lead to less 
usage, and less usage means less revenue for the utility, which then leads to the need for another 
rate increase. Also, Pasco County argues that high rates can lead to customers not wataing their 
lawns and plants, which causes “brown lawns and dead landscapiig.” Pasco County argues that 
all the above depresses real estate values, incnxses v-cy rates, and causes even less usage 
and less revenues for the utility. Pasco County notes that AUF Witness Szczy@el admitted that 
AUF’s high rates contributed to less water usage, and argues that poor water quality also 
contributes to less use. 

F d y ,  Pasco County notes that “the rates are not affordable because they are not in line 
with comparable system, especially in Pasco County.” Pasc~ County argues that the county 
rates are about 2.5 limes less than AUF’s rates. As reg& FGUA’S rates, Pasco County admits 
that some of that agency’s rates are comparable, but argues that FGUA is forced to maintain 
Commission approved rates when it buys a system formerly regulated by this Commission. 

The AG adopts the position of the OPC and adds that many customers w e d  they 
could not affod this rate increase. Moreover, the AG argues that “[t]hk rate increase comes less 
than a year after the effective date of the last unprecedented increase granted AUF,” and “[iln 
these diffcult economic circumstauces, this kind of rate increase cannot be borne by the 
customers.” 

2. Commission Analysis 

This issue was included by decision of the Prehearhg Officer, following deletion of 
OPC’s requested Issue 24. OPC initially proposed that Issue 24 be included in the net ope- 
income portion of the case, and requested that the issue read as follows: 

Are the total operating expenses prudently incurred such that the resulhg rates 
are affordable within the meaning and intent of fair, just, and reasonable pursuant 
to Sections 367.081 and 367.121, Florida StaMes? 

AUF objected to the inclusion of Issue 24, and the F’reh- Officer allowed parties to 
After file briefs and present oral argument on the suitability of inclusion of the issue. 
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deliberation, the Prehearing Officer determined that the issue as stated was neither needed nor 
appnpriate, and issued his d i g  as a part of the Prehearing Order.14o In his ruling in the 
Prehearing Order, the Prehearing Officer stated in pertinent part: 

OPC’s argument that the prudency of any expense is a position tbat OPC 
may take in each of the issues dealing with revenue requirements. . . . OPC and 
any party to this pmcedng may challenge an expense item because that expense 
was imprudent. The prudence or imprudence of that expense may be argued by 
each party, and may include the appropriateness of the individual expense. The 
parties may present such testimony or arguments as they deem relevant to the 
issue, including OPC’s argument that affordability is a component of detemmm g 
iik, just, reasonable, and not unduly discriminatOry rates. Based on the testimony 
and subsequent briefs of the parties, the Commission determines the legitimate 
and prudent expense to be allowed in each individual issue and will determine the 
revenue requirements for the utility. Therefore, as regarding expenses, I find that 
OPC’s con- may be addressed as the Commission comes to each of the 
requested expenses in dispute, and that, therefore, the issue of whether the 
expenses are legitimate and prudent is subsumed in the individual issues. 
Therefore, in consideration of the above, and having reviewed the memorauda of 
OPC and AUF, the applicable case law, and statutes, I find that proposed Issue 24 
is neither required nor appropriate, and it shall be excluded and stricken. 

. .  

Moreover, the issue proposed by OPC, placed at the conclusion of the 
revenue requirements section, could jeopardize the ultimate decision of the 
Commission. If the Commission were to first determine the revenue requirements 
and then reduce those requirements because it determined that the results were 
unaffordable, the Commission could run afoul of a long line of cases regarding 
ratesetting. Pursuant to the holdings in Gulf Power Comuanv v. Wdson; 
Bluefield Water Works & Improvement Comuanv v. Public Service Commission 
of West V W a ,  262 U.S. 679 (1923); and Federal Power Commission v. Houe 
Natural Gas Co., 320 U.S. 591 (1944), a utility must be given an opportuuity to 
recover its legitimate and prudent expenses, and a iik rate of return on its 
investment that is used and useful in the public service. 

Having found that Issue 24, as worded by OPC, should not be includ4 I 
do note that Commission staff‘s proposed rewording of the issue as a rate issue is 
appropriate. As noted in the Southm States case cited above, it appears that the 
appropriate place to address “affordabiity“ is in the rate structure portion of the 
issues. Once revenue requirements have been established, the rate struchue is 
determined. Therefore, proposed Issue 24 is stricken, and an issue c o n h g  
affordability shall be added. The issue concerning affordabiity is a rate shcture 
issue and shall be numbered as Issue 31A and worded as follows: 

‘40 & Order No. PsC-l1-0544-PH@WS, issued November 23,201 1, in this docket. 
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Are the resulting rates affordable within the meaning of fair, just 
and reasonable pursuaut to Sections 367.081 and 367.121, Florida 
Statutes? 

Despite this ruling and the wording of the issue, it appears from OPC’s (and the other 
Intervenors) position statement and the conclusion of its argument that OPC‘s basic request is, 
because OPC believes the rates contained in the PAA Order are ‘kaf€ordable,” we should make 
OPC‘s recommended adjustments and reduce Am’s revenues by $2.3 million. We find that the 
ruliog of the P r e h d g  Off im was correct and accurately stated the a p p r o p a  case law. 
Further, we believe OPC‘s position on Issue 3 1A is simply an attempt at making Issue 3 1A fit its 
original Issue 24, which was appropriately stricken. It appears that OPC is advocating for a 
method of reducing expenses on the back end without providing any legal, procedural, or even 
practical justification for the as yet undescribd process. 

Section 367.081(2)(a)l., F.S., sets forth our responsibility in rate settin& and states in 
pe€tinent part: 

The commission shall, either upon request or upon its own motion, fix rates which 
are. just. reasonable. comoensatorv. and not unfairlv d k r b b a b r y  . Ineverysuch 
proceeding, the commission shall consider the value and quality of the service and 
the cost of uroviding the service, which include, but not be l i m i t e d  to, debt 
interest; the requirements of the utility for working capital, maintenance, 
depreciation, tax, and o r n t h  exuense s incurred in the o u d o n  of all proerty 
used and useful in the uublic service: and a fair return on the investment of the 
utilitvinuroaerty used and useful in the uublic service . . . . 

(Emphasis added.) 

Chapter 367, F.S., does not include a definition of “jusf” “reasonable,” “compensatory,” 
or L’uukirly discriminat0 ry.” However, the courts have always read these terms broadly, and 
have recognized that we have broad discretion when setting rates. Also, Chapter 367, F.S., does 
not contain the term “af€ordable.” However, provisions in the statute do require that we consider 
the cost of providing service which includes operating expenses incurred in the operation of all 
property used and useful in the public service, as well as a fair return on the investment of the 
utility in property used and useful in the public service.. 

In Section W. D. Affiliate Revenues and Charges of this Order, OPC contended that 
Am’s operating expenses were too high when compared to other Class C utilities. In that issue, 
we discussed why making an adjustment based on that comparison was improper. Now, in this 
issue, based in large part on a comparison of rates, OPC is requesting that the revenue 
requirement be reduced by $2.3 million. Based on essentially the same rationale expressed in the 
above-noted section, we find that making this adjustment would represent a dep- fbm 
sound regulatory philosophy and be contrary to our practice and case law. Furthermore, we 
rejected a similar adjustment by an OPC witness in 1992 for a wastewater utility in Lee County, 
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wherein we found that it was imppropxiate to make a reduction when the m r d  did not support 
an argument that any specific [&ate] charge is 

Florida courts have made it clear that it would be improper to rely solely on OPC's 
comparative analysis to reduce the revenue requirement. In Sunshine Utilities of Central Florida 
v. Florida public Service Commission, 624 So. 2d 306 (Fla 1st DCA 1993), the First DCA held 
that a comparative analysis of the salaries of other utility executives did not constitute 
competent, substantial evidence to support a downward adjustment to the utility president's 

whether an executive's salary salary in a rate case. The First DCA stated that: "[iln dekmmmg 
is reasonably compared to salaries paid to other company executives, the comparison must, at the 
minimum, be based on a showing of similar duties, activities, and responsibilities in the person 
receiving the salary."142 Similarly, OPC's rates comparison does not address the costs, expenses, 
investment, and specific problems of each of AUF's individud systems. We find that to reduce 
the revenue quirement based on these rate comparisons would ignore the actual costs incurred 
by AUF and violate fundamental principles of cost-of-service regulatio~ 

. .  

In all cases, we are charged with the responsibility to balance the interests of ratepayers 
and shareholders. Rates should be established to allow a utility the opporhmity to recover its 
prudently incurred expenses and to earn a fair return on its investments, not to guarantee that it 
will do so.143 In determining a utility's rates by use of a prudent investments theory or original 
cost basis, we must consider whether rates are confiscatory and deprive a utility of a fair 
return.'" In rate cases, we B T ~  ike to follow such methods as we may choose so long as the "end 
result" of such methods is the establishment of just and reasonable rates, and so long as such 
methods do not go so far astray that they violate Florida Statutes or run afoul of constitutional 
guarantees.145 

To this point, the U.S. Supreme Court (Court) has addressed utility claims of 
unconstitutional takings in the rate of return regulation environment on several occasions.'46 The 
Court has held in those cases that rates set so low as to deny an adequate rate of return are 
confiscatory. The statutory principles for determining the appropriate rate of return for a 
regulated utility are set forth by the U.S. Supreme Court in its Bluefield decision.147 This 
decision defines the fair and reasonable standards for determining a rate of retum for regulated 
enterprises. Namely, this decision holds that the authorized return for a public utility should be 

Order No. PSG93-1288-FOF-SU, issue3 September 9,1993, in Docket No. 92080&SU, In re: AUukation 
for Rate Increase bv South Fort Mvers Division of Florida Cities ater Co inLeeC0 . 
14* In reaching its decision, the First DCA cited Mmuolitan D d w  Bd v. Community 
Utilities Con?., 200 So. 2d 831,833 (Fh 3dDCA 1967). 
la %United Telmhone Co. v. Mavo. 403 So. 2d 962,966 (Fh 1981); and Kewtone Water Co. v. Bevis, 278 So. 

toeam 
retutu is not every d o h  of invesbnent made but only that investment in assets devoted to public Service at the time 
rate base is quanti6ed.) 

Weslwood Lake. Jnc. v. Dade Co- 264 So. 2d 7 @la 1972). 
"' See General Teleuhone 

% Chicaeo. Mil= St Paul Railway Co. v. Minnesota 134 U.S. 418,lO S.Ct 462,33 LE& 970 
(1890); Wficox v. Consolidated Gas 0.. 212 U.S. 19,29 S . C t  192,53 L.Ed. 382 (1909); Board of Public Utility 
~mmissioners v. New York Teleuhone Co., 271 U.S. 23,46 S.Ct 363,70 L.lX 808 (1926). 

111 

2d 606 @la 1973). (The Court held tbat the rate base upon which a utility should be afforded an opptmuty . 

of Florida v. Carter, 115 So. 2d 554,559 (Fla 1959). 

See Bluefield Co. v. Public service Commission, 262 U.S. 679,43 S.(X 675,67 LX& 1176 (1923). 147 - 
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commensurate with returns on investments in other companies of comparable risk, sui3cient to 
maintab the financial integrity of the company, and suffcient to maintain its ability to attract 
capital under reasonable terms. Moreover, the Florida Supreme Court held that a regulated 
public utility is entitled to earn a fair rate of return on capital investment and failure to allow a 
fair rate of return is a violation of due process rights.148 Further, the Florida Supreme Court held 
that a utility is entitled to a fair rate of return on property used or useful in public service, and 
rates which do not yield a fair rate of re$um are unjust, unreasonable, and confkxtory and their 
e n f o m e n t  deprives a utility of due process.149 

We are unable to determine any previous docket in which we have taken the approach 
recommended by OPC (or the Intervenors). Also, when OUT staff asked in OPC witoess 
Vandiver’s deposition h u t  this concept of affordable rates, she was unable to offer a 
methodology or a process in order to implement this request Therefore, we find that OPC has 
failed to suggest any mechanism by which we could use the concept of “affordability“ of rates to 
retroactively reduce costs or expenses previously determined to be reasonable and prudent. We 
believe such action would result in rates that were by definition unjust and unreasonable, in that 
they would be noncompematory, a term defined by case law in the water and wastewater rate 
settiag context. 

rates is to first determine a revenue Given that the accepted practice for detemumg 
requirement, then rates are developed to meet that requirement we are at a loss as to how to 
legally implement OPC‘s request. Once we have determined the reasonableness and prudency of 
an individual cost or expense, it is not clear by what method we could subsequently reduce that 
cost or expense to lower the overall revenue requirement by some arbitrary amount to achieve a 
desired rate level without violating due process requirements and accepted ratemaking practice 
and procedure. 

. .  

OPC‘s analogy between a rate case and the state’s budget is fundamentally flawed, in that 
when formulating the state budget, the legislature has the ability to reduce or eliminate 
discretionary spending. While we clearly have the ability to reduce discretionary costs of a 
utility, a utility must be given an opportunity to recover its legitimate and prudent expenses, and 
a fair rate of return on its investment that is used and usem in the public service. Nowhere does 
Florida law provide this Commission witli discretion to reduce or deny prudently incurred costs 
in order to reduce the resulting revenus requirement and thus the rate increase.’50 

OPC’s argument regarding the use of comparative rates is of interest, but provides no 
legal basis to grant the relief requested by OPC, that is, a post hoc reduction of costs or expenses 
to reduce an overall revenue requimnent determm . ed to be reasonable and prudent. While the 

‘y % GulfPower CQ. v. Bevis, 289 So. 2d 401 (Fla 1974) 
”’See Kevstone Water Co. v. Bevis. 278 So. Zd 606 (Fla 1973). 

note that OPC [and the &ervenm~ are reouestiae that AUF’s ROE be reduced by 100 basis p o h  for 
umatisfacto~ ~nalay oi service. H O W ~ V ~ ~ ,  it the Same time, it appears w OPC is requestmg . tbatsomeofthecosts 
or investmenti innvred by AUE above a Carain level should not be allowed because the rates will become 
Imaffordable. This could put AUF in a “&b 22” position. AUF may need to mm additional costs or make further 
investmmh to improve quality of service, but these additional costs or investment might not be allowed b the 
rates are deemed uoaffordable. 
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record does support OPC’s contention that AUF‘s rates are higher than the rates of most other 
water and wastewater utilities, we do not believe the record supports the u n p d e n t e d  departme 
from mgnized ratemaking theory suggested by OPC. OPC has not demonstrated that based on 
the w r d  before us, that we should determine the reasonableness and prudency of costs in 
individual issues, but then consider the resulting revenue requirement with an eye towards some 
aioitrary reduction simply because the result is “unaffordable.” It is through the rate structure 
that we balance the ideas of the appropriate level of subsidies versus the appropriate rate cap. 
Although the term “affordabiility” was used in Am’s last rate case, it was used in the context of 
what is the appropriate rate cap. When talking about aEordabiity, we believe that the real issue 
is what is the appropriate rate cap (and appropriate degree of subsidization). 

We are not unsympathetic to the record evidence adduced through customer testimony at 
the ten service hearings and nine customer meetings. However, we believe we are bound by the 
reqirements of law as set forth in Chapter 367, F.S., and established by legal precedent As 
staff witness Stallcup testified, we fmd that the approved rates are as affordable as they can be 
given the requirements of Section 367.081, F.S., that rates be compensatory. Witness Stallcup 
testified that the Capband Rate Consolidation methodology was designed to help restrain 
excessively high stand-alone customer biis and make them more affordable. Further, uskg the 
Capband Rate Structure as opposed to the stand-alone rates that existed prior to the May 24, 
201 1, Commission Agenda Conference, wituess Stallcup noted that Breeze Hill water customers 
would have their bills reduced from $95.03 to $65.00, and wastewater customers of the old Rate 
Band 3 would have their bills r e d d  from $204.66 to $91.55. F W y ,  witness Stallcup stated 
that use of the inching block rate structure would &le customers to have lower total customer 
bills for all usage less than 12,000 gallons per month. 

3. Commission Conclusion 

Based on all the above, first, we note there is no “affordabiility” test for s&hg a utility’s 
revenue mpkement under Chapter 367, F.S. Therefore, based on the stipulated subsidy limit of 
$12.50, the approved rate cap thresholds, rate structures, rate consolidation and repression 
adjustments in prior issues, we find the resulting rates are as affordable as possible. Finally, this 
is a rate structure issue, and we believe it is not appropriate to use this issue to justify any 
decrease in the revenue requirement 

X. OTHER ISSUES 

A. AUowance for Funds Prudenth Invested Charges (AFPn 

In the instaut case, the Utility has requested AFPI charges for its Breeze Hill wastewater 
treatment plant. This issue is a fd-out issue based on decisions related to non-used and usehl 
plaut, depreciation expense and property taxes, as well as the return on equity and overall cost of 
capital. 

An AFPI charge is a mechanism designed to allow a utility to earn a fair rate of return on 
prudently constructed plant held for future use h m  the future customers that will be served by 
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that plant, in the form of a charge paid by those customers. This charge allows the recovery of 
Carrying costs on the non-used and useful plant. Future customers bear their equitable share of 
the canying costs related to the facilities being constructed. This one-time conndon charge is 
based on the number of ERCs and is applicable to all future customers who have not already 
prepaid a connection charge, CIAC charge, or customer advance. The charge is based on the 
date the future customers make some such prepayment or on the date the customer connects to 
the system, whichever comes first 

We 6nd it is prudent for AUF to seek collection of AFPI charges from future customers. 
Therefore, consistent with our approved non-used and useful plant, depreciation expense and 
property taxes, as well as the return on equity and overall cost of capital, we calculate AFPI 
charges for the Breeze Hills wastewater treatment plant to be as shown in the table below. 

1 Breeze will Wastewata Treatment Plant APFI Charges 

E. Customer Dewsits 

As a result of its requested uniform rates, AUF has requested uniform customer deposits 
for its rate bands and stand-alone systems as well. Some of the Utility’s stand-alone systems do 
not presently have any customer deposits authorized in their tariffs. The discussion below 
addresses initial customer deposits and new or additional customer deposits. 

1. Commission Analysis 

a Initial Customer Deposits 

The purpose of initial customer deposits is to establish credit with the utility. Rule 25- 
30.31 1(1), F.A.C., sets out the criteria for establishment of credit for customers. The criteria 
include: (a) furnishing a satisfactory guarautor, (b) paying a cash deposit, or (c) furnishing an 
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irrevocabe km of credit from a bank or a surety bond Specifically, Rule 25-30.311(1), 
F.A.C., states: 

Each compauy’s tari€€ shall contain their specific criteria for determining the 
amount of initial deposit. Each utility may require an applicant for service to 
Satisfactorily establish credit, but such establishment of credit shall not relieve the 
customer fiom complying with the utilities’ rules for prompt payment of bills. 

Further, Rule 25-30.311, F.A.C., also pv ides  guidelines for collecting, administering, 

After a customer has established a satisfactory payment record and has had 
continuous Service for a period of 23 months, the utility shall r e h d  the 
residential customer’s deposits . . ., providing the customer has not, in the 
preceding 12 months, (a) made more than one late payment of a bill (after the 
expiration of 20 days from the date of mailing or delivery by the utility), @) paid 
with check refused by a bank, (c) been disconnected for nonpayment, or at any 
time, (d) tampered with the meter, or (e) used service in a fraudulent or 
unauthorized m e r .  

and refunding customer deposits. Pursuant to Rule 25-30.31 1(5), F.A.C.: 

In addition, the utility is required to pay interest on all customer deposits pursuant to Rule 25- 
30.311(4), F.A.C. 

We have recognized that customer deposits may be required to encourage payment of 
bills or recovery of past due amounts. Customer deposits are designed to minimize the exposure 
of bad debt expense for the utility, and ultimately the general body of ratepayers. Historically, 
we have set customer deposits equal to two month’s bills based on average consumption. For the 
initial deposit, the amount is based on the average consumption per residential customer, 
calculated on the total residential usage divided by the number of residential bills. Therefore, the 
deposits are calculated specifically by the customer class. 

The reason the deposit is based on a two-month average is that at the point in time the 
water meter is actually read by a meter reader, typically a full month of consumption has already 
passed. Consumption-based charges are based on past consumption. The consumption period is 
referred to as the service period, or the period of time from the previous meter reading to the 
current meter reading. Typically, this period of time is approximately thiay days, if the utility 
has a monthly billing cycle. However, the cycle time may vary between 27 to 33 days. 

Once the meter is read, a bill is prepared and m d d .  The t h e  between the meter read 
and the bill preparation varies among utilities, but is usually between five to seven days. 
Payment is due twenty days b m  the date the bill has been mailed or presented, consistent with 
Rule 25-30.335(4), F.A.C. Therefore, the actual payment is due approximately two months after 
the service is  actually rendered. 

If payment is not received by the twentieth day, it is considered delinquent pmmnt to 
Rule 25-30.335(4), F.A.C. At that point in time, the utility may begin d i s w d o n  o f  services. 
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Pursuant to Rule 25-30.320(2)(g), F.A.C., a utiliw may discontinue service for nonpayment of 
bills, provided the customer has been provided “at least 5 working days’ written notice,” and 
there has been a diligent attempt to have the customer comply. Thus, the service cannot be. 
d i ~ ~ ~ e c t e d  until well after two months subsequent to the bill being rendered. Also, an 
additional month of usage has already been provided to the delinquent customer, and presumably 
another month’s bill has been issued by the time service can be disconnected. 

Not only is collecting a customer deposit to recover this two-month period of service 
consistent with our past pxactice, it is also consistent with one of the fundamental princi als of 
ratemaking-ensuring that the cost of providing service is recovered from the cost causer. 157 

The methodology addressed above for calculating initial customer deposits is also 
consistent with the methodologies for natural gas utilities pursuant to Rule 25-7.083, F.AC., and 
electric utilities pursuant to Rule 25-6.097, F.A.C. 

b. New or Additional Deaosits 

In the Utility’s application, AUF requested approval of new or additional customer 
deposits in its water and wastewater rate bands. Pursuant to Rule 25-30.31 1(7), F.A.C.: 

A utility may require, upon reasonable written notice of not less than 30 days, 
such request or notice being sepantte and apart from any bill for service, a new 
deposit, where previously waived or returned, or an additional deposit, in order to 
secure payment of current bills; provided, however, that the total amount of the 
required deposit should not exceed an amount equal to the average actual charge 
for water andor wastewater seMce for two billing periods for the 12-month 
period immediately prim to the date of notice. In the event the customer has had 
service less than 12 months, then the utility shall base its new or additional 
deposit upon the average monthly billing available. 

Although subsection 7 does not provide specific guidance as to when a utility collects a 
new or additional deposif historically, utilities have applied this rule to current customers who 
would not qualify for arefund of a deposit pursuant to Rule 25-30.31 1(5), F.A.C. 

We agree with this industry-wide application and believe the utility may request a new or 
additional deposit when a current customer, in the preceding 12 months. (a) made more than one 
late payment of a bill (after e x w o n  of 20 days &om the date of mailing or delivery by the 
ut%ty), @) paid with a check refused by a banb, (c) has been disconnected for nonpayment, (d) 
bas at any time tampered with the meter, or (e) used service in a huddent  or unauthorized 
m a ~ ~ ~ e r .  Therefore, current customers will not be charged a new or additional deposit unless 
they come under one of the preceding categories. If the utility decides to require a deposit from 
current customers, it must do sa consistent with the conditions spelled out in its tariff. ”his new 
or additional deposit shall be calculated using the specific average actual water and/or 

”‘See &NO. FSC-96-1147-FOF-WS, issued September 12,196, inDoWNo. 95125&WS, In m: ADDhJbl 
for rate mcrcase m Brewd C m t v  bv Florida Cities Water Comuanv (Barefoot Bav Division). 
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wastewater charges for two billing pericds for the individual customer. Because the utility has 
this bdkg infonnaton specifically for its customers, the new or additional deposit shall be 
based OD the customer’s actual usage over the preceding 12-month period. In comparison, the 
initial deposits requested by the utility are based on the average consumption of the rate class, 
since there is no billing history for new customers. 

The methodology o f  basing new or additional deposits on the actual average of two 
customer deposits for natural months is also consistent with the methodologies for de temmq 

gas utilities (Rule 25-7.083, F.A.C.), and electric utilities (Rule 25-6.097, FAC.). In response to 
a complaint over customer deposits between Sear&-Mart and FPL, as stated in Order No. PSC- 
07-0813-TRF-WU, our staff initiated a Review of Customer Deposit Procedures for the five 
investor-owned electric utilities which was completed in March 2007.’” The purpose was to 
determine whether utilities were complying with Commission rules and whether the internal 
procedutes were fair and non-discriminatO ry with respect to customer deposits. It also included 
an evaluation of new and additional deposits. The electric utilities use similar procedures in the 
determination of whether new or additional deposits are necessary. This methodology is also 
consistent with other regulated water and wastewater utilities throughout the State of Florida 

. .  

2. Commission Conclusion 

In light of the above, we find that the appropriate custamer deposits shall be the actual 
average two months bills of the approved rate structure and rates in this case. The Utility shall 
submit revised tariff sheets to include a provision for customer deposits, as discussed in OUT 
analysis above. Our staff shall be given authority to administratively approve these tiniff sheets 
upon verification they are consistent with our decision. The revised tariff sheets shall be 
implemented on or after the stamped approval date on the revised tariff sheet, if no protest is 
filed and once the proposed customer notice has been approved by our staE as adequate, and the 
customers have received the approved notice. The notice may be combined with the notice for 
the approved service rates. 

C. Four-Year Reduction for Docket No. 080121-WS 

Section 367.0816, F.S., requires rates to be reduced immediately foUowing the expiration 
of the four-year amortization period by the amount of the rate case expense previously included 
in the rates. In Docket No. 080121-WS, we approved rate case expense for the current water and 
wastewater rate bands, as well as the rate reduction to occur pursuant to Section 367.0816, F.S. 
The rates became effective April 1,2009, and the four-year rate case expense redudon will not 
occur until March 31,2013. As such, the previously-approved rate case expense for the current 
rate bands are embedded in the approved revenue requhnents. Because we are consolidating 
the current nrte bands and the stand-alone systems into three water and three wastewater rate 
bands, we believe it necessitates a recalculation of the four-year rate reduction. Also, the across- 
the-board rate decrease shall be calculated by taking the grossed-up rate case expense approved 

‘*’ 
to amend water tariff to &ow ~ U e a i o n  of customrr deoo sits bv O&S Water Comanv. Inc.. p. 5. 

orda No. PSC-07-0813-TRF-WU, issued October 10.2007, m Docket No. 070366-WU, In re: Amtication 
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' 

in the last case divided by the corresponding approved revenm requirement in this .,.stant case, 
as illustrated in the table immediately below. 

a!% NewWWBandl OldWWBandl &@&& 0.955 

NwWWBandZ OIdWWBsnd2 $67,035 0.955 $70,194 
L O l d W W B a n d 3  0.955 

gKya szfUx3- .La% 

NewWWBand3 OIdWWBaud4 I && 0955 seaze &?uz! a&% 

$36,565 0.955 $38,288 $1,474,868 
Old Water Baud 3 22,333 0.955 23,386 916,643 - 

0.955 

tiULms2.853.698 &E& 

Based on the above across-the-board decreases, the rate reductions eEective as of March 
31, 2013, for the rate case expense approved in Docket No. 080121-WS, for water and 
wastewater are shown on Tables 25 and 26, respectively. 
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Table 26 

WASTEWATER B a d  One (1) 4-Yr Reduction Band Two 12) 4-Yr Reddon Band Three (2 4-Yr Reduction 
Residential 

S i  $23.11 $0.77 $34.38 $0.61 $77.89 $0.67 

New Rate 080121-WS New Rate 080121-WS New Rate 080121-ws 

BFC - All Meter 

Kgalcharge- 
6,000 Cap $7.81 $7.84 $0.26 $8.86 $0.16 $0.07 

Generalsenrice 
518" x 314" 
314" 
1" 
1 1nw 
2" 
3" 
4" 
6" 
8" 
10" 

$23.11 
$34.67 
$57.78 

$115.55 
$184.88 
$369.76 
$577.75 

$1,155.50 
$1,848.80 
$2,657.65 

$0.77 $34.38 
$1.15 $51.57 
$1.91 $85.95 
$3.83 $171.90 
$6.12 $275.04 

$12.25 $550.08 
$19.14 $859.50 
$3827 $1,719.00 
$661.23 $2,750.40 
$88.02 $2,754.40 

$0.61 
$0.91 
$1.52 
$3.03 
$4.85 
$9.71 

$15.17 
$30.33 
$48.53 
$48.53 

$77.89 
$116.84 
$194.73 
$389.45 
$623.12 

$1246.24 
$1,94725 
$3,894.50 
$6,231.20 
$8,957.35 

$0.67 
$1.01 
$1.68 
$336 
$5.38 

$10.75 
$16.80 
$33.61 
$53.77 
$7729 

$0.19 $9.41 $0.08 $9.37 $0.3 1 $10.63 

Flat Rate Res. 
Valencia Terrace 
SUnnyHiUs 
Zephy Shores 
Jungle Dm 
Lake Gibson Est 

h p e r  
SprinkerHead 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
EVA 

$40.46 
NIA 
NIA 
NIA 
NIA 

$1.34 
NIA 
NIA 
NIA 
NIA 

NIA 
$60.01 
$50.00 
$86.07 

$180.52 

N/A 
$1.06 
$0.88 
$1.52 
$3.19 

NIA NIA NIA NIA $0.49 $0.00 

M6.54 $1.54 
$2.06 
$2.32 

W.% 
$78.68 
$87.54 

$1.08 
$139 
$154 

$101.41 
$117.09 
$124.93 

$0.88 
$1.01 
$1.08 

Residential Bills 

5,000 gallons $62.16 
3,000 gallons 

10,000 gauons $69.97 
(ww M o q e  Cap - 6,000 
gallons) 

(1) Rate Band 1 wnsists of Old Rate Band 1 only. 
(2) Rate Baud 2 wnsists of Old Rate Bands 2 and 3, and the Breeze Hi& Fahays, and Peace River Systems 
(3) Rate Band 3 consists of Old Rate Baud 4 (GS 

(1) Rate Band 1 wnsists of Old Rate Band 1 only. 
(2) Rate Baud 2 wnsists of Old Rate Bands 2 and 3, and the Breeze Hi& Fahays, and Peace River Systems 
(3) Rate Band 3 consists of Old Rate Baud 4 (GS 
only). 
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AUF shall file revised tariff sheets for each system to reflect the approved rates no later 
than one month prior to the actual date of the r e q M  rate reductioa The Utility shall also be 
r e q w  to He a proposed customer notice for each system setting forth the lower rates and the 
reason for the duct ion with the revised tariffs. The approved rates shall be effective for service 
mdered on or after the stamped approval date of the revised tariff sheets pursuant to Rule 25- 
30.475(1), F.A.C. The rates shall not be implemented until our staff has approved the proposed 
customer notice, and the notice bas been received by the customers. The Utility shall provide 
proof of the date notices were given within ten days of the date the notices were sent. 

If the Utility files this reduction in conjunction with a price index or pass-through rate 
adjustment, separate data shall be filed for the price index andor pass-through increase or 
decrease, and for the reduction in the rates due to the amortized rate case expense. The 
appropriate reduction was calculated by taking the annual amount of rate case expense and the 
return on the provision included in working capital allowance by system, as wedl as grossed-up 
for regulatory assessment fees. 

D. Jnterim Refund Calculation 

By Order No. PSC-10-0707-FOF-WS, we approved interim water and wastewater rates 
subject to refund, pursuant to Section 367.082, F.S. In this proceeding, the test period for 
establishment of interim rates was the historical 13-month average period ended April 30,2010. 
The approved interim rates did not include any provisions for pro forma operating expenses or 
plant The interim increase was designed to allow recovery of actual interest costs, and the floor 
of the last authonkd range for equity earnings. 

Consistent with Section 367.082(4), F.S., any refund must be calculated to reduce the rate 
of return of the Utility during the pendency of the proceeding to the same level within the range 
of the newly authorized rate of return. Adjustments made in the rate case test period that do not 
relate to the period that interim rates are in effect shall be removed. To establish the proper 
refimd amount, we calculated a revised revenue requirement for the interim period using the 
same data used to establish final rates. Rate case expense was excluded because it was not an 
actual expense. during the interim collection period. Applying the requirements of the interim 
statute, we find that interim refunds are required for certain rate bands and stand-alone systems 
because the calculated interim period revenue requirement was less than the interim revenue 
requirement approved in Order NO. PSC-10-0707-FOF-WS. Our calculations are shown on 
Table 27 below. 
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E. PAA Refund Calculation 

By Order NO. PSC-ll-0336-PCO-WS, we approved the implementation of PAA water 
and wastewater rates subject to refund, pursuant to Section 367.081(8), F.S. Consistent with 
Section 367.082(4), F.S., any refund must be calculated to reduce the rate of return of the Utility 
during the pendency of the proceeding to the same level within the range of the newly authorized 
rate of return. Adjustments made in this period that do not relate to the period that PAA rates are 
in effect shall be removed. To establish the proper r e h d  amount, our staff dculated a revised 
revenue requirement for this period using the same data used to establish final rates. The 
incremental rate case expense above that which was embedded in PAA rates was excluded 
because it was not an actual expense during the collection period. Applying the requirements of 
the interim statute, we iind that PAA rate refunds are required for certain rate bands and stand- 
alone systems because the calculated pericui revenue resU;ement was less thau the PAA revenue 
requirement approved in order No. PSC-11-0336-PCO-WS. Our calculations are shown in the 
table below. 
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Peace Rivfx 
ww 97,982 95,217 1,268 0.955 1,338 93,879 4,103 4.37% 
TOTAL I $16,044,446 I$15,871,146 I $352,296 I $371,841 I $15,499,304 I $545,141 I 

F. Four-Year Rate Reduction (this docket] 

Section 367.0816, F.S., requires rates to be reduced immediately following the expiration 
of the four-year amortization period by the amount of the rate case expense previously included 
in the rates. The reduction will reflect the removal of total company revenues of $293,508 for 
water and $128,356 for wastewater associated with the amortization of  rate case expense and the 
return on the provision included in working capital, as well as the gross-up for regulatory 
assessment fees. The reduction in revenues will result in the rate reduction shorn on Schedules 
5-A and 5-B. 

OPC has requested that amortization of the rate case expense incurred in the instant case 
not begin until after the amortization of the rate case expense from the 2008 case has been M y  
recoveTed As noted above, this will occur after March 31,2013. However, OPC was unable to 
identify any statutory or rule suppoa for this treatment While we are sympathetic to the parties' 
concerns over the "pancaking" of rate case expense, there is no justiscation or legal basis to 
implement OPC's recommended treatment Therefore, this request is denied. 

AUF shall file revised tariff sheets to reflect the appved rates no later than one month 
prior to the actual date of the required rate reduction. The Utility shall also file a proposed 
customer notice setting forth the lower rates and the reason for the reduction with the revised 
tariffs. The approved rates shall be effective for service rendered on or after the stamped 
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q m v a l  date of the revised tariff sheets pursuant to Rule 25-40.475(1), F.A.C. The rates shall 
not be implemented until our staff has approved the proposed customer notice, and the notice has 
been received by the customers. The Utility shall provide proof of the date notices were given 
within ten days of the date the notices were sent. 

If the Utility files this reduction in conjunction with a price index or pass-through rate 
adjustment, separate data shall be filed for the price index a n d h  pass-through increase or 
decrease, and for the reduction in the rates due to the amoxtized rate case expense. The 
appropriate reduction was calculated by taking the annual amount of rate case expense and the 
return on the provision included in working capital allowance, as well as grossed-up for RAFs. 

G. Deferred Interim Revenues 

In order to minimize the impact of the interim increase on its customers, AUF proposed 
to defer rewvery of a portion of its entitled interim rate relief. By Order No. PSC-10-0707-FOF- 
WS, we approved AUF’s request to recognize the di€ference between capped and uncapped 
interim rates over the interim collection period as a regulatory asset to be rewvered over a two- 
year period once final rates are determined. A regulatory asset typically involves a cost incurred 
by a regulated utility that would normally be expensed currently but for an action by the 
regulator or legislature to defer the cost as an asset on the baIance sheet. This allows a utility to 
amortke the regulatory asset over a period greater than one year. Further, the Utility stated that 
it would neither seek to recover interest on this deferred recovery, nor have this amount included 
in working capital.153 

Consistent with the approved interim rehds, the approved rate bands and stand-alone 
systems addressed in previous issues, and an estimated cessation date for the interim collection 
period of three weeks after the final rate order is issued inthis case, we find that total regdatory 
assets for water and waste.- are $680,222 and $370,331, respectively. Accordingly, the total 
annual amortization amount for water and wastewater is $228,294 and $124,289, respectively. 
This is consistent with our decision in the Utility’s last case regarding regulatory assets g e n a %  
ftom the d e f d  of interim revenues the Utility was entitled to collect but elected to defer. 
Each rate band or stand-alone system that generafed the regulatory assets shall receive the 
reduction in annual amortization of their respective regulatory assets. Annual amortization for 
the applicable systems are reflected on the respective Schedule 4-C. Finally, upon the expiration 
of the two-year amortization period, the respective systems’ rates shall be reduced across-the- 
board to remove the respective grossed-up annual amortization of the regulatory assets. 

The Utility shall file revised tariffs and a proposed customer notice setting forth the lower 
rates and the reason for the reduction no later than 30 days prior to the actual date of the required 
rate reduction. The approved rates shall be effective for senrice rendered on or after the stamped 
approval date of the revised tariff sheets pursuant to Rule 25-40.475(1), F.A.C. The rates shall 
not be implemented until our staff has approved the proposed customer notice. AUF shall 
provide proof of the date notice was given within ten days of the date the notice were sent. 

* See Order No PSG10-0707-FOF-WS, p. 4. 
- Order No. PSG09-0385-FOF-WS, pp. 153-155. 
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If the Utility files this reduction in conjunction with a price index or pass-through rate 
adjustment, separate data shall be filed for the price index andor pass-through increase or 
decrease, and for the reduction in the rates due to the amortized regulatory asset. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the water and wastewater 
increase application of Aqua Utilities Florida, Inc., is granted in part and denied in part as set 
forth in the body of this Order. It is further 

ORDERED that each of the findings made in the body of this Order are hereby approved 
in every respect. It is further 

ORDERED that a l l  matters contained in the appendix, attachments and schedules 
appended hereto are incorporated herein by reference. It is further 

ORDERED that Aqua Utilities Florida, Inc. is authorized to charge the new rates and 
charges as set forth in the body of this Order and the attachments and schedules attached hereto. 
It is further 

ORDEmD that Aqua Utilities Florida, Inc. shall file revised water and wastewater tariff 
sheets and a proposed customer notice to reflect the approved water and wastewater rates. It is 
further 

ORDERED that the approved rates shall be effective for service rendered on or after the 
stamped approval date of the revised tariff sheets purmant to Rule 25-30.475(1), F.A.C. It is 
further 

ORDERED that the approved water and wastewater rates shall not be implemented until 
our staff has approved the proposed customer notice, and Aqua Utilities Florida, Inc. shall 
provide proof of the date notice was given no less than ten days after the date of the notice. It is 
further 

ORDERED that for the three pro forma projects that were not completed as of the end of 
the technical testimony, Aqua Utilities Florida, Inc. shall provide certification from the 
Department of Environmental Protection as to the completion date or date the projects were 
placed into service. It is further 

ORDERED that Aqua Utilities Florida, Inc. shall tile a proposed customer notice to 
reflect the Commission-approved customer deposits. It i s  further 

ORDERED that the approved charges for customer deposits shall be effective for service 
pursuant to Rule 25-30.475(1), rendered on or after the stamped approval date of the 

F.A.C., provided the notice has been approved by W. It is further 
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ORDERED that within ten days of the date of the order, Aqua Utilities Florida, Jnc. shall 
provide notice of the tariff changes to all customers. It is further 

ORDERED that Aqua Utilities Florida, Inc. shall provide proof the customers have 
received notice within ten days aAer the date the notice was sent. It is further 

ORDERED that this notice may be combined with the notice for the approved service 
rates. It is further 

ORDERED that the Utility shall refund the excessive water and wastewater interim rates 
collected for the systems indicated in Table 27 in the body of this Order. It is further 

ORDERED that thc Utility shall refund the excessive water and wastewater rates 
collected for having implemented the PAA rates for the systems indicated in Table 28 in the 
body of this Order. It is further 

ORDERED that both these refunds shall be made with interest in accordance with Rule 
25-30.360(4), F.A.C. It is further 

ORDERED that the Utility shall submit proper refund reports pursuant to Rule 25- 
30.360(7), F.A.C. The Utility shall treat any unclaimed refunds as CIAC pursuant to Rule 25- 
30.360(8), F.AC. It is further 

ORDERED that the corporate undertaking shall be released upon our staffs verification 
that all the nqW refunds have been made. It is further 

ORDERED that the water and wastewater rates shall be reduced as shown on Tables 25 
and 26, respectively, for the rate c~se expense approved in Docket No. 080121-WS. It is further 

ORDERED that the rate reductions for the rate case expense in Docket NO. 080121-WS 
shallbeeffectiveasofMarch31,2013. Itisfurther 

ORDERED that the water and wastewater rates shall be reduced as shown on Schedules 
Nos. 5-A and 5-B for each system to remove $293,508 of water and $128,356 of WaStewateI rate 
case expense incurred in this docket, grossed up for regulatory assessment fees. It is further 

ORDERED that the decrease in rates shall become effective immediately following the 
expiration of the four-year rate case expense. recovery period in this docket. It is further 

ORDERED that the individual systems that generated the regulatory assets i hall be 
entitled to receive the benefit of the annual amortization of their respective regulatory assets and 
that upon the expiration of the two-year amortization pried, the respective systems’ rates shall 
be reduced across-the-board to remove the grossed-up annual amortization of the regulatory 
assets. Itisfurther 
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0RDER.ED that for all three reductions, the Utility shall file revised tarif€ sheets and a 
proposed customer notice setting forth the lower rates and the reason for the reduction to reflect 
the approved reduction in rates no later than 30 days prior to the actual date of the required rate 
reduction. Itis further 

ORDERED that the approved reductions in rates shall be effective for service rendered 
on or after the stamped approval date of the revised tariff sheets pursuant to Rule 25-40.475(1), 
F.A.C. It is fuaher 

ORDERED that the reductions in rates shall not be implemented until staff has approved 
the proposed customer notice. The Utility shall provide proof of the date notice was given no 
less than ten days after the date. of the notice. It is further 

ORDERED that if the Utility files these reductions in conjunction with a price index or 
pass-through rate adjustment, separate data shall be filed for the price index andfor pass-through 
increase or decrease, and for the reduction in the rates due to the amortized rate case expense. It 
isfurther 

ORDERED that the Utility shall be allowed to charge the Allowance for Funds Prudently 
Invested charge for the Breeze Hill wastewater treatment plant as shorn on the table set out in 
the body of this Order. It is finiher 

ORDERED that Aqua Utilities Florida, Inc., shall submit: (1) the four monthly reports 
noted in the body of this Ordw, (2) all warning letters, consent orders, and notices of violatbw 
and (3) the Precautionary Boil Water Notice reports on a quarterly basis for a period of one year 
h m  the date of this Final Order as set forth in the body of this order. It is further 

ORDERED tbat if this Final Order is not appealed, this docket shall be closed upon OUT 
staffs appmval of the tariffs, verification of the required refuuds, and the expiration of the time 
for filing an appeal. 
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By ORDER of the Florida Public Service Commission this day of March, 2012. 

/s/ Ann Cole 
ANN COLE 
Commission Clerk 
Florida public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 

www. floridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of m r d  at the time of 
issuance and, ifapplicable, inkrested persons. 

(850) 413-6770 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hexing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as 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: 
1) reconsideration of the decision by filig a motion for reconsideration with the Office of 
Commission Clerk 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within 
fifteen (15) 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 S u p m e  Court in the case of an 
electric, gas or telephone utility or the First District Court of Appeal in the case of a water a d o r  
wastewater utility by sling a notice of appeal with the Office of Commission Clerk, and filing a 
copy of the notice of appeal and the sling fee with the appropriate court- This filing must be 
completed within thirty (30) days a&r the issuance of this order, pursuant to Rule 9.1 10, Florida 
Rules of Appellate Procedure. The notice of appeal must be in the form spiSed in Rule 
9.900(a), Florida Rules of Appellate proceduie. 
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Amndix 

k Issues Not in Dimute Deemed StiDdated Pursuant to S. 120.80(13)(bl Florida Statutes 

(The issues are numbered as designated in the staff proposed agency action recDmmendation 
dated May 12, 2011, and approved by this Commission at the May 24, 2011 Commission 
Conference - Order No. PSC-11-0256-PAA-WS). 

RATE BASE 

PAA ISSUE 2: 

STIPULATION 

PAA ISSUE 3: 

STIPULATION 

Should the audit adjustments to rate base and operating expenses to which 
the Utility agrees, be made? 

Based on audit adjustments agreed to by the UtiIity, land and working 
capital be increased by $160,093 and $79,006, respectively, and operation 
& maintenance (O&hQ expenses shall be decreased by $255,390. 
Specifically, the following adjustments to rate base and O&M expenses 
shall be made. 

Should adjustments be made to the Utility's pro forma plant additions? 

The Utility's requested PAA pro forma plant additions shall be decreased 
by $137,060 for water and by $565,288 for wastewater. Accordingly, 
accumulated depreciation shall be increased by $102,867 for water and 
$85,016 for wastewater, and depreciation expense shall be decreased by 
$21,698 for water and $36,524 for wastewater. Moreover, the Utility's 
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property taxes shall be. decreased by $6,399 for water and $11,972 for 
wastewater. The specific rate band and system adjwtments are set forth 
below. 
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- Rate BaudlSystem Composite EUW % 
- RateBandI 1.05 
Rate Baud 2 2.10 
Rate Band 3 0.09 
Rate Band 4 2.94 
Breeze Hill 6.09 
Peace River 11 A 7  

PAA ISSUE 4: Do any water systems have excessive unaccounted for water, and, if so, 
what adjustments are necessary? 

The percentages for excessive unaccounted for water @UW) for each 
water rate band and stand-alone system are shown below. 

STIPULATION: 

The adjustment to Purchased Power, Chemicals, and purchased Water 
expenses for Rate Band 4 is $96. 

PAA ISSUE 5: What are the appropriate used and useful percentages for water treatment 
and related facilities of each water system? 

The following table reflects the U&U penxntages for the stipulated water 
treatment and related facilities of each system listed below: 

Sl"nATI0N 
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PAA ISSUE 6: 

STIPULATION 

PAA ISSUE 7: 

STJPULATION 

What are the appropriate used and useful percentages for the storage 
tanks? 

AH of the AUF storage tanks shall be considered 100 percent U&U. 

What are the appropriate used and useful percentages for water 
distribution systems? 

The following table reflects the U&U percentages for the stipulated water 
distribution of each system list below: 
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PAA ISSUE 8: 

STIPULATION 

Do any wastewater systems have excessive infiltration and inflow and, if 
so, what adjustments are necessary? 

The appropriate percentages for excessive Infiltration and M o w  @&I) for 
each wastewater rate band and stand-alone system are shown below. 

".W 

2.18 
I 25.72 

_.I 1 *. 
I 4.33 

BreWeHill 
Peace River I 
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PAA ISSUE 9: 

Sl"ULATI0N 

The adjustments to hachased Power, Chemicals, and P w k d  
Wastewater expenses for Rate Band 2, Rate Band 3, and Breeze Hill are 
($994), ($22,606), and ($5,098), respectively. 

What are the appropriate used and useful percentages for wastewater 
treatment and related facilities of each wastewater system? 

The following table reflects the U&U percentages for the stipulated 
wastewater merit and related facilities of each system listed below 

JasmineLakes 

Palm Tenace 
ParkManor 

PAAISSUE 10 What are the appropriate used and useful percentages for wastewater 
mllection systems? 

The following table reflects the U&U percentages for the stipulated 
wastavater collection of each system listed below. 

STIPULATION: 

I I WWCOII. I 

PAA ISSUE 11: 

STIPULATION 

Should any further adjustment be made to Other Deferred Debits? 

Other Deferred Debits shall be increased further by $14,042 for the 
jurisdictional systems to reflect the appropriate 13-month average balance 
as shown in the table below: 
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PAA ISSUE 12: 

STIPULATION 

Should any adjustments be ma& to Accrued Taxes? 

Consistent with the Commission’s decision in the Utility’s last rate case, 
Accrued Taxes shall be redud by $1,9 17,134 on a total company basis to 
normalize the test year Accrued Tax balance for purposes of setting rates. 
The reduction of $1,917,134 represents the total for AUF. The 
Commission only has jurisdiction over 60.17 percent of the total AUF 
systems. This represents a reduction of $1,153,548 for the jurisdictional 
systems as shown in the table below: 



- 
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is the appropriate capital stmctm to use for rate setting purposes? 

STIPULATION The appropriate capital sttwtme to use for rate setting purposes is based 
on the capital structure of AUF. 

What are the appropriate cost rates for short and long-term debt for the test 
Y d  

There is no short-term debt in AUF’s capital structure. The appropriate 
cost rate for long-term debt forthe test year is 5.10 percent 

PAA ISSUE 18: 

STIPULATION 

PAAIssuE19 mis ate retumon equity (ROE) for the test year? 

STIPULATION: Theappropnate ’ ROE shall be as set out in the Commissionapproved 
leverageformula 

NET OPERATING INCOME 

PAA ISSUE 21: Should my adjustments be made to disallow fines and penalties assessed 
to the Utility? 

O&M expenses shall be reduced by $12,767 to remove expenses related to 
fines and penalties. The specific adjustments to each rate band and system 
are shown in the table beIow 

STIPULATION 
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Peace River - Wastewam (1) 

PAA ISSUE 23: Should any adjustments be made to Sludge Hauling, Contractual Services 
-Accounting, and Contractual Services - Legal expenses? 

O&M expenses shall be reduced by $29,949 to reflect the appropriate 
Sludge Hauling, Contractual Services - Accounting, and Contractual 
Services - Legal expenses. The specific adjustments to each rate band and 
system are shown in the table below 

STIPULATION 

Total Adjustments 

Wate.r Band 1 I ($713) I ( $3,794) 
Wate.r Band 2 NIA I (133) I (708) 
WaterBand 3 NIA I (324) I (1,725) 

($12,767) 

Peace River - water 1- NIA I (13) I (67) 
Peace River - wastewater (183) I (12) I (64) 

I ($10,919) I (S3,OOS) I ($16,021) I Total 
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PAAlsSuE25: - 

STJPULATION 

PAA ISSUE 29: 

STIPULATION: 

Should any adjustments be made for Director and OfEcers Liability 
insuranoe? 

consiStentwithCommission~ce, OIQM expemes shall be reducai by 
$5,289 for its jurisdictional systems to mflect a sharing of the cost of 
Directot and Oi3icm Liability (DOL) insurance between ratepayers and 
the Utility, BS shown in the table below: 

I I 

Should an adjustment be made to the Utility's n 

O&M expenses shall be decteased by $33,748 for water and increased by 
$1,768 for wastewatex. The specific adjustments for each rate band and 
stand-alone system are shown in table below. 

'. "on adjudments? 

. 
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PAAIsSuE30: Should an adjustment be made to the Utility's pm forma expense 
adjwfments? 

STIPULATION O&M expenses &dl be incread by $83,790 for water and decreased by 
$43 1 for wa&wakr, as shown in the table below. In addition, AUF shall 
flle a q o r t  with the Commission detailing the outcome of the dispute 
with the City of Lake Worth Utilities, within 30 days of the resolution of 
thedispute 
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PAA ISSUE 31: 

STIPULATION: 

PAA ISSUE 34: 

STIPULATION 

PAA ISSUE 41: 

STIPULATION 

Should an adjustment be made to O&M expense to remove the additional 
wst of mailing multiple bills to the same customers who have more than 
one class of seMce? 

The costs of mailing 2,892 duplicate bills in the amount of $14,142 shall 
be removed from O&M expense for the Fairways water system. 

Flrhaf, if any, limit should be imposed on the subsidies that wuld result if 
the Utility's rate bands and stand-alone systems are paaially or fully 
WllSOlidated? 

The appropriate subsidy limit for the water systems and the wastewater 
systems shall be $12.50. This subsidy limit is applicable only to the 
residential class, and is based upon usage levels of 7 kgals per month for 
the water systems and 6 kgals per month for the wastewater systems. 

Should the Utility be authorized to revise its miscellaneous service 
charges, and, if so, what are the appmpriate charges? 

AUF shall be authorized to revise the Miscellaneous Service Charges for 
its Breeze Hill and Fairway systems. The appropriate charges are 
reflected below. 
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PAA ISSUE 42: 

STIPULATION 

PAA ISSUE 48: 

STIPULATION 

What are the appropriate service avdabiity charges and allowance for 
funds prudently invested charges for the Utility? 

The Utility’s previously-approved uniform meter installation, service 
installation, main extension, and plant capacity charges are approPriate for 
AUF’s Breeze Hill, Fairways, and Peace River stand-alone systems. 

However, the Utility’s proposed uniform field inspection fees shall be 
denied for lack of support documentation in accordance with Section 
367.091(6), F.S. 

Should the Utility be required to provide proof that it has adjusted its 
books for all Commission approved adjustments? 

To ensure that the Utility adjusts its books in accordance with the 
Commission’s decision, AUF shall provide proof, within 90 days of the 
final order in this docket, that the adjustments for all the applicable 
National Association of Regulatory Utility Commissioners Uniform 
System of Accounts primary accounts have been made. 

AUF’S prop~sed uniform engineering fees are cost-based and approPriate. 

B. Tme B Sti~ulatiom Are kues to Which AUF and Staff Agree and the Intervenors Take 
No Position 

ISSUE 12: What is the appropriate commission-approved leverage formula to use in 
the case? 

STIPULATION. AUF and staff agree that the appropriate leverage formula to use is the 
leverage formula in effect when the commission makes its final decision. 
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Attachment 1 
(€‘age 1 of 2) 
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Attachment 1 
. (Page 2 of 2) 
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Attachment 2 
(Page 1 of 2) 
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Attachment 2 
(Page 2 of 2) 
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Attachment 3 



P6129Vd 
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Aqua Utilltles Florida, Inc 
CnDItal Structure- 13-Month Average 

Schedule No. 1 
Docket No. 100330-WS - 

Test Year Ended 4130/10 

Per Utility 
1 
2 
3 
4 
5 
6 
7 

Long-term Debt $26,952,309 $0 $26,952,309 ($13,447,035) $13,505,274 37.16% 5.10% 1.89% 
Short-term Debt 0 0 0 0 $0 0.00% 0.00% 0.00% 
Preferred Stock 0 0 0 0 $0 0.00% 0.00% 0.00% 
common Fkpity 42,549,8 14 0 42,549,814 (21,228,937) $21,320,877 58.66% 9.76% 5.73% 
Cuato~~er Depcsits 84,294 0 84,294 (33,594) $50,700 0.14% 6.00% 0.01% 
Deferred Income Taxes l.aU.72 P1.456.472 MA49 $1.470.921 0.00% Q,Qp4 
Total Capital s71.042.890 $BS71.042.890($34.695.1171 $36.347.773- La% 

Per Commlaslon 
8 Long-term Debt 
9 Short-term Debt 
11 Preferred Stock 
11 Common Qui@ 
12 Customer Deposits 
13 Deferred Income Taxes 
14 Total Capital 

$26,952,309 $0 $26,952,309 ($14,272,236) 
0 0 0 0 
0 0 0 0 

42,549,814 160,093 42,709,907 (22,616,462) 
84,294 (33,594) 50,700 0 

l A 5 . U L 2 m 2 . 1 3 3 . 9 0 3  Q 
nl.WZggpSIUIlS?P mAll&mm 

$12,680,073 
0 
0 

20,093,445 
50,700 

z.LwQ3 
s34.958.122 

RETURN ON EQUITY 
OVERALL RATE OF RETURN 

36.27% 
0.00% 
0.00% 

57.48% 
0.15% 
Lm6 

lcLuQ% 
LOW 
8.76% 
6.89% 

5.10% 1.85% 
0.00% 0.00% 
0.00% 0.00% 
9.26% 5.32% 
6.00% 0.01% 
0.00% 

w 
HIGH 
10.76% 
8.04% 
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Aqua Utilities Florida, he. Schedule No. 2 1 

Water Rate Band 2 
Wata Rate Band 3 
Water Rate Band 4 
Breeze Hill - Water 
Fainvays - Water 
Peace River - Water 

TOTAL WATER 

Wastewater Rate Band 1 
Wastewater Rate Band 2 
Wastewater Rate Band 3 
wastewater Rate Band 4 
B m  Hill - Sewer 
Fairway8 - Sewer 
Peace River - Sewer 

l"AL WASTEWATER 

TOTAL WATER AND WASTEWATER 

1,219,629 
910,056 

3,618,129 
30,232 

136,226 
w 

fi!!aua 

$375,720 
3,360,115 

401,648 
490,352 
35,049 
19,634 
u 

fiLGu&u 

f&!uBuz 

400,459 
6,587 

1,454,330 
36,525 
73,075 
42228 

s2.606.861 

$151,076 
556,647 
523,730 
70,073 
60,183 

115,633 
w 

$Ll&ms 
sLl!Uu 

32.83% 
0.72% 

40.20% 
120.82% 
53.64% 
az?% 
La&% 
40.21% 
16.57% 

130.40% 
14.29% 

171.71% 
145.21% 
2G.lWi 
3Jd22i 

u!% 

$1,620,088 
$916,643 

$5,072,459 
66,757 

209,301 
Lu!& 

$10.862.527 

$526,796 
$3,916,762 

$925,378 
$560,425 

95,232 
195,267 
lKm2 

it6aulu 

s1zradol4 

$377,734 
3,404,103 

420,068 
510,420 
36,088 
80,439 
23281 

$4.908.138 

$84,454 
168,073 
474,876 
(14,570) 

27,093 
100,8 15 
w 

&&ziafa 

22.36% 
4.94% 

113.05% 
-2.85% 
75.08% 

125.33% 
2q1m 
L?&% 

$462,187 
3,572,176 

894,944 
495,850 
63,181 

181,253 
ezw m 
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AqM Utifitks PaOrM., he - water m d  1 
Sehcdole of Water Rate J3am 

sehednk No. S A  
Dodret No. 1oo33o-ws 

$8,198,647 

133,696 

0 

(2,745,485) 

(1,889,IW 

1,144,561 

- 0 

$955,509 

0 

(74.835) 

(139,641) 

0 

1.742 

.m&S 

s1.495.433 

$9,154,156 

133,696 

(74,835) 

(2,885.126) 

(1,889,160) 

1,146,303 

lZ&? 

s6.337.692 

$8,894,851 

133.696 

03.479) 

(2,875,820) 

(L=W@a 

1,146J03 

gg&& 

iaBiuQ2 
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Aq- Utilitkr Floridq IUC - Wplten;lter W 1 
Sebcdllk of Wastewater Rate Base 
Test Year Ended -0 

Schedule No. 3-B 
Doe%et No. 10033cbWS 

SL484W 

10894 

0 

(910328) 

(619,088) 

436,809 

e 

fi2Qua 

$193,113 

0 

(53,635) 

(45,039) 

0 

0 

s24'2aZ 

$1,677,369 

108974 

(53,635) 

(955,367) 

(619,088) 

436,809 

lxi!?.@ 
sDu3.L! 

$1,659,951 

108,974 

(619,088) 

436,809 
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Aqua Utilities Florida, hc. -Band 1 for Water and Wastewater 
Adjastments to Rate Base 

Schedule No. 3-C 
Docket No. 100330-WS 

T i t  Year Ended 4/30/10 

Plant In service 
1 Type A Approved Stipulations. 
2 Reflect the appropriate amount of pro forma projects. (Issue 3) 
3 Appropriate affiliate-allocation plant costs. (Issue 18) 

Total 

Non-used and Useful 
To reflect net non-used and useful adjustment. (Issues 4-7) 

Accumulated Denreciation 
1 Type A Approved Stipulations. 
2 Reflect the appropriate amount o f  pro forma projects. (Issue 
3 Appropriate affiliat-aIlocation plant costs. (Issue 18) 

Total 

W o r k  Cao ital 
1 Type A Approved Stipulations. 
2 To amortize Phase I Monitoring Plan Costs. (Issue 1) 
3 Reflect appropriate deferred rate case expense. (Issue 8) 

Total 

($239,872) 
0 

i19.433) 
lli2Ssa 

($24,174) 
0 

33.480 
$euM 

($269,868) 
14,047 

127.981 
li!iEua 

($12,936) 
0 

6.583 
#zilza 

($50,381) 
2,497 

23.716 
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Aqua UtlUtiw Florida, Inc - Water Band 1 
Staiement of Water Operations 

Schedule No. 4-A 
Docket No. 100330-WS 

Twt Yur  Ended 400110 

1 Operating Revenued: 

Operathg Expenam 
2 Operation & Maintenance 

3 Depreciation 

4 Amortization 

5 Taxw Gther Than Income 

6 IncomeTaxos 

7 Total Opentlng Expense 

8 Operating Income 

9 RateBase 

10 RateofRetnrn 

$XUX!C! L%Q&l $2.866.233 &Xl.JB) S2.199.07Q KiiVB.2 
16.28% 

$1,302,923 $244,702 $1,547,625 ($157,130) $1,390,495 

269,400 103,592 372,992 (46,910) 326,082 

0 10,667 10,667 0 10.667 

228,179 3,370 231,549 (37,216) 194,333 16,106 

183,260 41,636 224,896 

l . a K L m m 2 . 3 8 7 . 7 2 9 ~ 1 . 9 8 4 . 3 0 6 ~  

szetB14- W f s 2 f i L m  $iullfa$213.179 

2euuz22 $6.337.692 $5.961309 

L w  2tZYr5 Lfiu 

s2.556.973 

$1,390,495 

326,082 

10,667 

210,439 

s5.961.209 
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Aqua Utilitied Florida, Inr - Wastewater Band 1 
Stateqlent ofwsstewater Operatlons 

Schedule No. 4-B 
Docket No. 100330-WS 

Teat Year Ended 4t30/10 

1 Operating Revenued: 

Operating Expenses 
2 Operation & Maintenance 

3 Depreciation 

4 Amortization 

5 Taxes Other Than Income 

6 IncomeTaxes 

7 Total Operating Expense 

8 Operating Income 

9 RateBase 

10 RateofRetnrn 

$375.720 $151.0x 

$329,918 $45,771 

5,577 20,252 

0 3,423 

23,402 15,504 

w w  
2.LW.z- 

k!iU232' s4$M5 

saU22 

a?& 

$375,689 ($42,368) 

25,829 (7,887) 

3,423 0 

387906 (7,390) 

a L 3 . 4 S . u  

- f % m  

-6U!&m 
iclZu22 

uzzi 

szxL?4- 
22.36% 

$333,321 

17,942 

3,423 

31,516 3,800 

& Q m w  
3lLmzLl2!2 

&w&u!u 

w 
A?&% 

$333,321 

17,942 

3,423 

35,317 

412248 
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Aqua Utilities Florida, Inc - Band 1 for Water a d  Wastewater 
Adjustment to Operating Income 

Schedule No. 4 4  
Docket No. 100330-WS 

oDeratinnRcvenu*l 

Reflect appropriate mount of a~nualired reycrmes. (Issue 15) 
I Removerequestedfinalrevenueimxease. 
2 

Total 

OOaationandMaintenanccExDense 
1 TypeAApprovedStipulations. 
2 Toamo&ePJmse.IMOnamingPh~.(ISSueI) 
3 Reflect effect of additional AAI customers. (Issue 16) 
0 Reflectappmpriate af6htedlocstion expenses. (Issue 17) 
5 Removeexecutivemdve.compem& 'on. (Issue 19) 
6 Reflect amount of salaries &wages. @sue 20) 
7 Retlectemnopnate ' amomtofbaddebtcxpawe.(Issue21) 
8 Reflectappmpnate ' momt of mte w e  expense. (Issue 22) 

Total 

Demeciation ExDcnse -Net 
1 TypeAAppmvedStipulations. 
2 Reflecttheapplopnatc ' momtofproformaprojects. (Issue3) 

4 AppmpriatCaffiliateall~ationplanteost9.(Issue18) 
3 Rewapplopnatc . mn-TJ&U depre&ion expense. (ISSues 4-7) 

Total 

($567,301) 
@&m 

Is567.1631 

($%035) 

(6,970) 
(63,748) 
(10,771) 
(32,530) 
(18,134) 

(14,047) 

L$157.1301 

($13,756) 
0 

326 
Q3&Q 
mi244 

SQ 

Taxes other Than In come 
1 RAFs on revemu adjustments above. ($30,0022) 
2 TypeAApprovedStipnlations. (4275) 

0 

1 Reflectappmpnate . nOn-U&U properly taxes. (Issues 4-7) (430) 
(2489) 

Total mlafil 

3 Reflect the appropriate Bmomt of pro forma projects. (Issue 3) 

ReW corresponding payroll taxes on salaries & wages adjustment. (Issue 20) 5 

($151.605) 

6s,uua 

SQ 
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Aqna Utilities Florida, Inc - Water Jbnd 1 
Water Monthly Service Rates 

Scheduk No. S A  
Docket No. lOmuCWS 

518" x 314" 
314" 
1" 
1-10" 
2" 
3" 
4" 
6" 
8" 
10" 

GallonageChargeRSTierOne 
Gallonage Clmge RS Tia  Two 
GaUonagechargeRSTiaThree 
GaUonageChargeGS 

Irrigation 
Base Facilitv C h e  bv Meta Si: - 
5/8" x 314" 
314" 
1" 
1-ID" 
2" 
3" 
4" 

Gallonage Charge Tm one 
Gallonage chsrge T i  two 
Gallonage Charge Tier tlxa 

PrivateFirePmteetion 
Base Facility Charge by Meter Si: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5,000 Gallons 
l0,ooO Gallons 

$14.13 
$21.19 
$35.31 
$70.63 
$113.01 
$226.03 
$353.17 
$70633 

$1,130.13 
$1,624.57 

$2.00 
$2.51 
$6.01 
$3.34 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
W-oe 
$0.00 

$9.42 
$18.84 
$29.44 
$58.86 
$94.18 
$13538 

$15.64 
$23.45 
$39.08 
$78.16 
$125.06 
$250.14 
$390.84 
$781.67 

$1,250.68 
$1,797.86 

$221 
$2.78 
$6.65 
$3.70 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$10.42 
$20.85 
$32.58 
$65.14 
$10423 
$149.82 

$17.66 
$26.48 
$44.14 
$8828 
$14124 
$282.49 
$44139 
$882.78 

$l,4l2.44 
$2,03039 

$6.49 
$9.73 
$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
$88.28 
$14124 
$282.49 
$441.39 

$6.49 
$9.73 
$12.98 

$11.77 
$23.54 
836.78 
$73.57 

$1 17.70 
$16920 

$18.57 
$27.86 
$46.43 
$92.85 
$148.56 
$297.12 
$46425 
$92850 

$1,485.60 
$2,135.55 

$333 
$5.84 
$8.76 
$4.64 

$18.84 
$2826 
$47.10 
$9420 
$150.72 
$301.44 
$471.00 

$333 
$5.84 
$8.76 

$12.38 
$24.76 
$38.69 
$7738 
$123.80 
$177.96 

Tnsical Residential Bills 5/8" I 3/4" Meter 
$20.13 $22.27 $37.13 $2856 _ ~ .  . . 
$24.13 $26.69 $50.11 $35.22 
$36.68 $40.59 $95.52 $61.91 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
WA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

$0.72 
$1.08 
$1.80 
$3.59 
$5.75 
$11.50 
$17.97 
$35.93 
$57.49 
$82.64 

$0.13 
$023 
$0.34 
$0.18 

$0.73 
$1.09 
$1.82 
$3.65 
$5.83 
$11.66 
$1823 

$0.13 
$0.23 
$034 

$0.48 
$0.96 
$1.50 
$2.99 
$4.79 
$6.89 
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Scheduk No. 5B 
Docket No. 10033@WS 

AqM Utilities Florida, Inc - Wastewater Bend 1 
Wastewater Monthly Service Rates 

Residential 
Basc Facility Chargc Au. Mcter Si: $17.13 

$4.75 

$21.50 

$5.96 

$37.87 $23.11 

$9.53 $7.81 

NIA 

NIA 

Generrl Servics 
Bane Facility Charge by Mcter Size: 
518" x 314" 
314" 
1" 
I-ID" 
2" 
3" 
4" 
6" 
8" 
10" 

Ganonagc charge, per Gallons 

3,000 Gallons 
5,Ooo Gallons 
10.000 Gallons 

$17.13 
$25.70 
$42.84 
$85.66 

$137.07 
5274.12 
$428.00 
$856.63 

$1,370.61 
$1.97024 

$5.69 

$32.72 
hVA 
NIA 
NIA 

a150 
$3225 
$53.76 

$107.49 
$172.01 
$343.99 
$537.48 

$1,074.98 
$1,719.97 
$Z472.44 

$7.14 

$32.72 
NIA 
NIA 
NIA 

$37.87 $0.88 
$56.81 $1.32 
$94.68 $220 

$18936 $4.40 
$302.97 $7.04 
$605.94 $14.08 
$948.78 $21.99 

$1393.57 $43.99 
$3,029.70 $70.38 
$4,355.20 $101.17 

$11.43 $9.37 

$0.00 
$73.91 

$475.78 
$0.50 

Tv~kal  Residential BiVs 5%" I 314" Meter 
$31.38 $39.38 $66.46 
$40.88 $51.30 $85.52 
$45.63 $57.26 $95.05 

$1.54 
NIA 
NIA 
NIA 

$46.54 
$62.16 
$69.97 

hVA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 

NIA 
NIA 
NIA 
NIA 

$0.88 

$0.30 

$0.90 
$135 
$225 
$450 
$7.19 

$1439 
$22.48 
$44.96 
$71.93 

$103.40 

$0.36 

$1.56 
NIA 
NIA 
NIA 

(W- Gallonage Cap - 6,000 Gallons) 
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Aqua Utilit*r Florida, Inc - Water Band 2 
Schedule of Water Rate Base 

Schedule No. 1-A 
Docket No. 100UO-WS 

1 Plantiasavice $6,627',158 $507,618 $7,134,836 SU32 $7,158,188 

2 LandrmdLandRiglIls 55,132 0 55,132 0 55,132 

0 (616,233) (616,233) (45,682) (661915) 

4 A c c u m ~ ~ m  (1,932915) (57,867) (1,990,842) 61,717 (1,929,125) 

5 CIAC (1,231,111) 0 (1,231,111) 0 (1,231,111) 

6 AmoltizatonofCIAC 324,656 0 324,656 0 324,656 

7 W ~ ~ A u o w a n C c  Q 375.622 (58.639) 316.983 

8 RateBase s 3 l 3 m S 2 S 2 a 9 2 0 0 - m  s4.032808 
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A ~ M  Utilitier Fbrfdq Inc - Wastewater Band 2 

Schedk of Wrrtrssnter Rate Base 
Schedmle Na S A  

Docket No. lo(1330-WS 

490,698 (105,812) 384,886 160,093 544979 

0 (17391) (173,991) (128,717) (302,708) 

(6,540,493) 40,349 (6,500,144) 15033  (6,349,941) 4 ~ I l l a t e d ~  

5 CIAC (2,818,828) 0 (2,878,828) 0 0 , 8 7 8 , W  

of CIAC 1,910,455 0 1,910,455 0 1,910,455 6Amorhzahon 

. .  

. .  

7 w~capitalAuowaIlce Q 6 0 7 . 7 0 3 g y J Q ~ ~  

8 RateBase 66910314 sl l&ulZ-s8.569592 
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I Aqua Utilities Florida, Inc - Band 2 for Water and Wastewater 
Adjnstments to Rate Bwe 

sehedole No. S C  
Dodret No. 100330-WS 

Plant In senrice 
Type A Approved stipulations. 
Reflect the qpopmte . amount of pro forma projects. (Issue 3) 

llrstiatballocationplant cos& (Issue 18) 
Total 

- Land 
Type A Approved Stipulations. 

p&xmsed and Useful 
To d e d  net non-used and useful adjustment @SWS 47) 

AccrnnulatedDernec iation 
Type A Appmved Stipulations. 
Reflectthe Bppmpnats . amount of pro forma projects. (rssue 3) 
ApproPriate a E l W o c a t i o n  p h t  costs. @SW 18) 

Total 

Worlcine C a D i  
Type A A p v e d  Stipulatons. 
To amortize Pbase I MonitOring Plan Costs. 
Reflect . defgRdrate c ~ s e  expense. @sue 8) 

1) 

Total 

$16,594 
21,004 
114247) 
aU22 

@ 

i2w&a 

$46.180 
(93) 

s#iLx€ 

($122,724) 
6,244 
a 

$&u29 

($359,540) 
0 

Lsxa&m 

sl&LW 

ls128.71n 

$125,161 
0 

&BuLi 

($13 1,400) 
11,452 

liwu?B 
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Schedule No. 4-A 
Docket No. 100330-WS 

Aqua Utilitlea Florida, Inc - Water Band 2 
Statement of Water Operatlow 

1 Operating Revmua: 

Operating Expenses 
2 Operation & Maintsnanca 

3 Depreciation 

4 Amortizstion 

5 Taxes Gther Than Income 

6 InmmeTaxss 

7 Total Operatlng Expense 

8 Operating Income 

9 RateBnse 

10 RateofReturn 

$1.219.629 &QQ&.59 

$693,596 $115,399 

142,446 32,326 

0 9,125 

210,070 (32,147) 

4 h 9 2 4 Z 6 . m  

LUzp46- 

l$ .u lLmM 

g.842.860 

LE& 

$ 1 . 6 2 0 . 0 8 8 0  

$808,995 ($82,705) 

174,772 (17,305) 

9,125 0 

177,923 (27,221) 

m ( 1 1 2 . 6 8 6 )  

J L ? k u Q Q m  

i!xwB- 
s4.O52.060 

La% 

s1.200.915- 
22.81% 

$726,290 

157,467 

9,125 

150,702 12,328 

x.Y22!&4E 

m m  
w a  

s9JlZJu 

u 

$1.474.868. 

$726,290 

157,467 

9,125 

163,030 

129.448 

Ll.L&wQ 
E2EU2 

&l.auu 
lkm 
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Aqua Utllltia Florida, Inc - Wastewater Band 2 
Statement of Waatewater Oaeratlous 

Schedule No. 4-A 
Docket No. 100330-WS 

1 Operatlng Revenues: wS556642S3.916.762(S512.6591S3A04.103=$3.572.176 
4.94% 

Operating Expenses 
2 Operation & Maintenance $1,836,745 $184,348 $2,021,093 ($170.946) $1,850,147 $1,850,147 

3 Depreciation 439,738 119,387 559,125 (55,199) 503,926 503,926 

4 Amortization 0 11,604 11,604 0 11,604 11,604 

5 Taxes Other Tnan Income 225,313 117,092 342,405 (33,737) 308,668 7,563 316,231 

6 InwmeTaxes 33LWfl.a.u 2.kW.l- m@&!Q 222a22 

7 Total Operating Expense 2&2.&2 41$.618 %B..U! f32UZl ?&WU hze62 2.956.982 

8 Operating Income =w ithi?a2($153.168) u w  u 
9 RateBase $fluu $8.806.747 $8.969.592 s8.569.592 
10 Rate of Returu la% L U  LQUl m 

-.. -.- I -1 
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Aqua UtUities Florida, Inc - Band 2 for Water and Wastewater 
Adjustment to Operating Income 

Schedule No. 4-C 
Docket No. lMu3O-WS 

1 
2 

Revmues 
Remove requested mil revenue' lnlmase. 
Reflect zqpmpme . a n a t  of BILnUalized revennes. (issue 15) 

Total 

OlE€RiiOIlandMainrenanceExMnse 
~AApprovcdStipnlations. 
To amortize Phase I Monitorkg Plan Costs. (Issue 1) 
Reflect effed of a d d i t i d  AAI customers. (Issue 16) 
Retlectappmpnate . affiliaa-allocation fxpelms. (ism 17) 
R e m o v e m c c u t i v e i n w n t i v e ~  'on (Issue19) 
Reflect amount of salaries & wages. (Issue 20) 
Reflect fqpmpmk ' am- of bad debt expense. @e 21) 
Rdleaappmpnate . amount of rate case nq"nse. (Issue 22) 

Total 

-Net DeLmmllon Ewcllse 
Type A A p v e d  Stipulations. 
Retlect the appmpriate amount of pro forma projects. (Issne 3) 
Reflect appmpnate . non-U&U depmhtion expense. (Jssnes 4-7) 
Appropriate --allocation plant costs. @e 18) 

. .  

Total 

~ o r t k a t i o n - o t h a ~  
Appmpriak Regulatory Asset. @e 38) 

Taxes Other 'IbsnJncame 
RAFs on revenue adjusbnents h v e .  
Type A Apprmed Stipulations. 
ReneetthCappropnatc . amount of pro forma projects. @e 3) 

Reflectconqaldmg ' payrolltaxesonsnlaries&wagesadjusbnent 
Reflect appqmte  . nOn-U&U properly taxes. @Sues 4-7) 

Total 
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Aqna Utilftig Flow Inc - Water Band 2 
Water Monthly Service Rates 
Test Year Ended M O  

ScbednkNo. S A  
Docket No. 100330.WS 

Base Facility Charge by Meter Si:  - -  
518" x 314" 
314" 
1" 
I-1R" 
2" 
3" 
4" 
6" 
8'' 
10" 

Gallonage Cbarge RS Tier One 
Gallonage charge RS Tiex Two 
G a l l w e  Charge RS Tier Three 
Gdonage Charge GS 

Irrigation 
Base Facilitv charee bv Meter Size: . - <  

518" x 314" 
3J4" 
1" 
I-lD" 
2" 
3" 
4" 

Galhmge charge T i o n e  
Wonage Charge Tier two 
Gallonage C h g e  Tier three 

Private Fire Pmtection 
Base Facility Charge by Meter Size: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5,000 Gallons 
10,000 Gallons 

$1629 
$24.44 
$40.73 
$81.46 

$130.34 
$260.69 
$4073 1 
$814.63 

$1.303.41 
$1,873.65 

$3.82 
$4.77 

$11.46 
$5.33 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$10.86 
S2l.Z 
$33.94 
$67.89 

$108.61 
$156.14 

$18.91 
$2837 
$4729 
$94.57 

$15132 
$302.66 
$472.88 
$945.77 

$1,51324 
$2,17527 

$4.43 
$5.54 

$1330 
$6.19 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$12.61 
$25.22 
$39.41 
$78.81 

$126.09 
$18127 

$17.66 
$26.48 
$44.14 
$8828 

$141.24 
$282.49 
$44139 
$882.78 

$1,412.44 
$2,030.39 

$6.49 
$9.73 

$12.98 
$6.98 

$17.66 
86.48 
$44.14 
$88.28 

$14124 
$282.49 
$441.39 

$6.49 
$9.73 

$12.98 

$11.77 
$23.54 
$36.78 
$73.57 

$117.70 
$16920 

$19.17 
$28.76 
$47.93 
$95.85 

$153.36 
$306.72 
$47925 
$958.50 

$1,533.60 
$2,204.55 

$6.55 
$9.83 

$13.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 

$153.36 
$306.72 
$47925 

$6.55 
$9.83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

$127.80 
$183.71 

h i d  Residential B W  5/8" x 314" Meter 
$27.75 $32.20 S37.13 S3R.W. - ~ .  .. 
$35.39 $41.06 $50.1 1 $51.92 
$5924 $68.76 $95.52 $97.79 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

$0.57 
$0.86 
$1.43 
$2.86 
$4.58 
$9.15 

$1430 
$28.60 
$45.76 
$65.78 

$020 
$029 
$039 
5022 

$0.57 
$0.86 
$1.43 
$2.86 
$4.58 
$9.15 

$1430 

$020 
$029 
$0.39 

$0.38 
$0.76 
$1.19 
$238 
$3.81 
$5.48 
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SchednkNa S B  
Docket No. lo(u3O-WS 

Aqua Utilities Florida, Inr - Wastewater Band 2 
Wastewater Monthly Service Rates 

Rcsiienfhl 
Base. Facility charge All Meter Si: 

Gallonage Charge -Per 1,OOO 
gauotls (6,000 gallon csp) 

Genenl Service 
BaseFacilityChargebyMeter Si: 
518" x 314" 
314" 
1" 
1-m- 
2" 
3" 
4" 
6" 
8" 
10" 

$35.44 $35.44 

$7.11 $7.11 

$35.44 $35.44 
$53.16 $53.16 
$88.60 $88.60 

$177.19 $177.19 
$283.52 $283.52 
$567.03 $567.03 
$885.99 $885.99 

$1,771.89 $1,771.89 
$2,835.19 $2,835.19 
$4,075.58 $4,075.58 

$8.53 $8.53 

$56.44 $56.44 
$47.02 $47.02 

NIA NIA 
NIA NIA 
NIA NIA 

$37.87 

$9.53 

$37.87 
$56.81 
$94.68 

$18936 
$302.97 
$60594 
$946.78 

$1893.57 
$3,029.70 
$4,35520 

$11.43 

$0.00 
$0.00 

$73.91 
$475.78 

so.50 

$34.38 

$8.86 

$34.38 
$51.57 
$85.95 

$171.90 
$275.04 
$550.08 
$859.50 

$1,719.00 
$2,750.40 
$3,953.70 

$10.63 

$60.01 
$50.00 

NIA 
NIA 
NIA 

NIA 

NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

$0.78 

$020 

$0.78 
$1.16 
$1.94 
$3.88 
$62 1 

$12.42 
$19.41 
$38.83 
$62.12 
$89.30 

$024 

$136 
5113 
NIA 
NIA 
NIA 

3,000 Gallons 
5,000 Gallons 
10,000 Gallom 
(Wastnvater Ganomge Cap - 6,000 Gallons) 

Tvuieal Residential Bills 5/8" I 314" Meter 
$56.77 $56.77 $66.46 $60.96 
$70.99 $70.99 $85.52 $78.68 
$78.10 $78.10 $95.05 $87.54 
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Aqna Utifitkr Florida, In& -Water Band 3 
sebednle of Water Rate Bae 

Sehcdnk No. 3-A 
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Aqua Utaitkr Floridn, Inc - Wastewater Band 3 Sebedole No. 3-B 
Schdnlc of Wastewater Rate Base Docket No. 1003?&WS 

$3,877,187 

155.033 

0 

(1,114,824) 

(422,578) 

207,858 

72.w 

s2774.8L9 

($127.183) $3,750,004 

155,033 

0 0 

(4.681) (1,119,505) 

0 (422,578) 

0 207,858 

2.4334 2Q.a 

f i u u z z a w  
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Aqm UtjIities Florids, Inr -Band 3 for Water and Wastewater 
Adjustments to Rate Base 

Sehednle Na 3-C 
DoeM No. 100330-WS 

plant In service 
-A Approved Stipulations. 
Reflect the aplnopriate mount of pro forma project, (Issue 3) 
Approlnate . &liate-alloeation plant costs. (Jssue. 18) 

Total 

f.lon;used and useful 
To reflect net non-nsed and uekl adjustment (Issues 4-7) 

AulnmolatedDeDReiation 
Type A Approved stipulations. 
Reflect the appqmec . amount of pm forma projects. @sue 3) 
Appmpriate &liate-abxlionplant costs. @sue 18) 

Total 

worldne CaD ital 
Type A Approved Stipulatiors 
To amortize Phase I Monitoring Plan Corn. (Issue 1) 
Refkctappropnate . deferredrateeaseexpense.(IssSue8) 

Total 

$1*910 
0 

@%!m 
lsA.Qa 

Gam 

$4.947 
0 

e216 
u& 

($75,939) 
3.814 

L-sAUE! 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKET NO. 100330-WS 
PAGE 216 

Aqua UtiUUes Florida, Inc - Water Band 3 
Statement of Water Onerations 

Schedule No. 4-A 
Docket No. 100330-WS 

1 Operating Revenues: 

Operating Expenses 
2 Operation & Maintenance 

3 Depreciation 

4 Amortization 

5 Taxes Other Than Income 

6 IncomeTaxes 

7 Total Operating Expense 

8 Operating Income 

9 RateBsse 

.O RateofRetnrn 

$565,731 

36,515 

0 

65,436 

w 
26LuB 

fil4Liu 

s1.052.459 

u 

$65,967 $631,698 

27,206 63,721 

2,275 2,275 

428 65,864 

.w.z!a 4&pu 

u & Q &  

L $ 4 e z 2 4 1 w  

s1.37ew 

Tal% 

s!?LnJW 

$697,996 

53,239 

2,275 

64,492 

a.$.!B 

&+.2.!w 

&6 iku  

51.344.696 

G$l% 

%!!2!5&?&5&.2 
0.97% 

$697,996 

53,239 

2,215 

396 64,881 

w 2l.566 

zizz 842e62 

$zaae sza6B1 

$1.34e6eh 

226% 
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Aqua Utllitles Florida, Inc - Wastewater Band 3 Schedule No. 4-B 
Statement of Waatewater Ooeratlons h k e t  NO. 100330-WS 

1 Operatlng Revenues: 

Operating Expenses 
2 Operation & Maintenance 

3 Depreciation 

4 Amortization 

5 TaxesOtherThaaIncome 

6 IncomeTaxea 

7 Total Operating Expense 

8 Operatlng Income 

9 RateBare 

10 Rate ofRetara 

MQm&?x&.z6 
113.05% 

$262,147 

132,062 

125,160 

77,057 21,369 

L8ZM21- 

mm.!?.24 

L%?aimw 

$2.667.800 

&l2% 

3wB.94I 

$262,147 

132,062 

125,160 

98,426 

m 

w 
$2.667.800 

LE4 
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Aqna Utilities Florida, Inc - Band 3 for Water and Wastewater 
Adjustment to Openling Income 

Sshedule No. 4-C 
Doeket No. 100.?3O-WS 

1 
2 

1 
2 
3 
4 
5 
6 
7 
8 

1 
2 
3 
4 

1 
2 
3 
4 
5 

ODerahhe Revmues 
Remove~f ina lremue irrcrease .  
Renectqmpnate ' amount of armualized revenues. (Issue 15) 

Total 

ooeration and Msimcnance ExDense 
Type A Approved Stipulations. 
ToamortiZePhascIMonitOringPlsncost9.(Isssue 1) 
Reflect et€& of addithd AAI customers. (Issue 16') 
Reflect appnyi& affiliate-allocation expases. (Issue 17) 
Remove executive incentive wupmal~ 'on. (IsSue19) 
Reflect amount of salaries &wages. (Issue 20) 
Reflect appropriate amount of bad dew expew. (Issue 21) 
Reflect qmpnate . a m 0 ~ 0 f n r t e o s c ~ . ( I s s u e 2 2 )  

Total 

DeDReiationExLmse -Net 
T y p  A Approved Stipulations. 
Reflect the appqriate amount of pro forma projects. (Issue 3) 
Reflect appropriate non-U&U depmktion expense. (Issues 4-7) 
A M  affiliatcallocation plant costs. (Issue 18) 

Total 

A n l ~ o n - c n h ~ ~  
Appropriate Reguhny Asset (Issue 38) 

Taxes Other lhn  Income 
RAFs on revenue adj- above. 
Type A Approved Stipulations. 
Reflect the appropriate amount of pm forma projects. (Issue 3) 
Reflect qmpnate . Mm-U&U property  taxes. (Issues 4-7) 
Reflect corresponding payroll taxes on salaries & wages adjustment (Issue 20) 

Total 
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Aqua Utflitiw Florida, he - Water Band 3 
Water Mont61v SeMa Rata 

Seheduleii-A 
Doeket No. 100330-WS 

Base Facility Charge by MesCr Size: 
518" x 314" 
314" 
1" 
1-m. 
2" 
3" 
4" 
6" 
8" 
10" 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
GallomgeCbargeTierfhmc 
Gallonage Charge GS 

Irriention 
Base Facility Charge by Meter Size: 
518' x 314" 
314" 
1" 
1-1n- 
2" 
3" 
4" 

Gallonage Charge Tier one 
. Gallonage Charge Tier two 
Gallonage Charge Tier three 

Private Firr Protection 
Base Facility Charge by Meter Si: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5,Ooo Gallons 
10,000 Gallons 

$16.68 
$25.02 
$41.71 
$83.42 

$133.47 
$266.92 
$417.07 
$834.14 

$1,334.62 
$1,918.52 

$5.01 
$626 

$15.03 
$6.14 

$0.00 
$0.00 
$0.00 
$0.00 
$0,00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$11.12 
$22.24 
$34.76 
$69.51 

$11122 
$159.88 

$16.68 
$25.02 
$41.71 
$83.42 

$133.47 
$266.92 
$417.07 
$834.14 

$1,334.62 
$1,918.52 

$5.01 
$6.26 

$15.03 
$6.14 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$11.12 
$22.24 
$34.76 
$69.51 

$11122 
$159.88 

$17.66 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$44139 
$882.78 

$1,412.44 
$2,030.39 

$6.49 
$9.73 

$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
$8828 

$141.24 
$282.49 
$441.39 

$6.49 
$9.73 

$12.98 

$11.77 
$23.54 
$36.78 
s73.57 

$117.70 
$16920 

$19.17 
$28.76 
$47.93 
$95.85 

$15336 
$306.72 
$47925 
$958.50 

$1,533.60 
$2.204.55 

$6.55 
$9.83 

$13.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 

$15336 
$306.72 
$479.25 

$6.55 
$9.83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

$127.80 
$183.71 

Wi Residential Bills 51%" I 314" Meter 
$31.71 $31.71 $37.13 S58.25 
$41.73 $41.73 $50.11 $77.91 
$73.03 $73.03 $95.52 $97.79 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

$0.56 
$0.84 
$1.41 
$2.81 
$4.50 
$8.99 

$14.05 
$28.11 
$44.97 
$64.64 

$0.19 
$029 
$0.38 
$022 

$0.56 
$0.84 
$1.41 
$2.8 1 
$4.50 
$8.99 

$14.05 

$0.19 
$029 
$0.38 

$037 
$0.75 
$1.17 
$2.34 
$3.75 
$5.39 
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Aqna Utilitia Florida, be - Wastewater Band 3 
Wastewater Monthly Service Rates 

Sehednle 5-B 
Docket No. lOoJ30-WS 

Residential 
Base Facility Charge All Meter Si: 

Gallonage Charge - Per 1,000 
65,000 gallon cap) 

$29.41 

$8.99 

$33.82 

$10.34 

$37.87 

$9.53 

$3438 

$8.869 

$5.85 

$1.51 

General Service 
Base Facility Charge by Meter S i :  
5/8" x 314" 
314" 
1" 
1-1R" 
2" 
3" 
4" 
6" 
8" 
10" 

Flat Rate Residential 
JungleDen 
Lake Gibson Estates 

Flat Rate General Service 
LakecribsonEsetes 
Flat Rate Resideniial 
F l a t R a t e G d S e r v i c e  
Reuse per Sprinkla Head 

3,000 Gallons 
5,000 Gallons 
10,000 Gallons 
(wastewater Gallonage Cap - 6,000 Gallom) 

$29.41 
$44.12 
$73.53 
$147.07 
$235.31 
$470.63 
$73535 

$1,470.70 
$2,353.13 
$3,382.61 

$10.78 

$39.73 
$8333 

$518.69 
NIA 
NIA 
WA 

$33.82 
$50.74 
$84.57 
$169.14 
$270.63 
$54126 
$845.71 

$1,691.42 
$2,70629 
$3,89027 

$12.40 

$45.69 
$95.84 

$596.54 
NIA 
NIA 
NIA 

$37.87 
$56.81 
$94.68 
$18936 
$302.97 
$605.94 
$946.78 

$1,893.57 
$3,029.70 
$4,35520 

$11.43 

NIA 
NIA 

$0.00 
$73.91 
$475.78 
$0.50 

$34.38 
$51.57 
E85.95 
$171.90 
$275.04 
$550.08 
$85950 

$1,719.00 
$2,750.40 
$3,953.70 

$10.63 

$86.07 
$18052 

NfA 
NIA 
NIA 
NIA 

h i d  Residential Bilk YS" I 314" Meter 
$56.38 $64.84 $66.46 $60.96 
$7436 $85.52 $85.52 $78.68 
$8335 $95.86 $95.05 $87.54 

$5.85 
$8.78 
$14.63 
$29.25 
$46.80 
$93.61 
$14626 
$292.52 
$468.04 
$672.80 

$1.81 

NIA 
NIA 

NIA 
NIA 
WA 
NIA 

$038 

$0.10 

$038 
$057 
$0.95 
$1.91 
$3.05 
$6.10 
$9.53 
$19.05 
$30.49 
$43.83 

$0.12 

$0.95 
uoo 

NIA 
NIA 
NIA 
NIA 
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I Aqua Utilities Florida, Jnc -Water Band 4 Schedule No. S A  i 
Schedule of Water Rate Base 

1 Plantinservice $10,516,464 $1,260,629 $1 1,777,093 ($71,779) $1 1,7053 14 

2 LmdendLandRights 127,298 0 127,298 0 127,298 

3 Nonvscd and Useful Componmts 0 (203,268) (203,268) (115,072) (318,340) 

4 A c n r m u l a t e d ~ l i m  (2356,969) (143,751) (2,500,720) 120,172 (2,380,548) 

5 CIAC (2J03,726) 36,394 (2,267,332) 0 (2,267,332) 

6 AmorthtionofCIAC 1,229,588 (4,104) U 2 W 8 4  0 1,225,484 

7 woIkillgcapitalAllowame - 0 1.060.448 1.060.448 1159.041) 901.407 

8 Rate- s 7 2 1 2 . 6 5 5 % 2 . 0 0 6 . 3 4 8 $ 9 2 1 9 . 0 0 3 ~ ~  
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I N a n  Utilities Florida, Inc -Wastewater Band 4 
Sebednk of Wastewater Rate Base 

Sehednk No. I-B 

$2,683,843 s26033 52,944,096 ($202,102) $2,741,994 

149,000 0 149,000 0 149,000 

0 (113,923) (113,923) (46,155) (160,078) 

(1,174,028) (17,559) (1,191,587) (16,728) (1,208,315) 

(620,692) 0 (620,692) 0 (620,692) 

382,728 0 382,728 0 382,728 

0 -  @u.?!I h?Zl 66.aa 

&L&auiu-s1.617.892-11351.455 
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Aqm UtiJitks Florida, be - Band 4 for W8ter and Wastewater 
Adjertmenb to Rate Base 

schedule No. 3 4  
DocLet No. 1W3j&WS 

Plant In service 
Type A Approved Stipulations. 
Reflect the 
Appropriatea5liate-dlocalionplent~.~ IS) 

Total 

amount of pro forma projects. (Issue 3) 

,Non-dand Useful 
To refld net n m - d  aud useful adjustment &sues 4- 7) 

AcnrmulatedDwre ciation 
Type A Approved stipulations. 
Reflect 
Appropriate aftilh-aUocationplant cosfs (Jsuc 18) 

Total 

appIopriate amount ofpm fmma projects. (Issue 3) 

Workins Cao ital 
Type A Approved Stipulations. 
To mrtize Phase I MonitoriOg PLan Costr. (Issue 1) 
R e f l e c t a p p l o p r i a t e d e ~ r e t c c s s e ~ .  (Issue8) 

Total 

($29,051) 
(23,922) 
wB!-&l 
f&2u.m 

42um2.I 

$79,314 
190 

4W.E 
&L&m 

($330,285) 
17,354 
.@&l.Q 

12159.0411 

($216,878) 
0 

L3GuJJu 

ti%%EQ 

($16290) 
0 

4381 
L!wd2&l 

($4,349) 
697 

@d&a 
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Aqua Uttlltlea Florida, Inc. - Water Band 4 
Statement ofwater Operations 

Schedule No. 4-A 
Docket No. 100330-WS 

1 Operating Revenues: 

Operating Expenses 
2 Operation & Maintenance 

3 Depreciation 

4 Amortization 

5 Taxes Other Than Inwme 

6 IncomeTaxes 

7 Total Operating Expense 

8 Operating Income 

9 RateBase 

10 Rate of Return 

$3.818.129- 

$2,888,518 $360,534 

20 1,62 1 140,536 

0 22,937 

404,493 23,586 

4 z h 2 e 2 & L m  

t S 4 2 a u . m  

s z z a u c w  

s7.212.655 

Um 

$5.072.459- 

$3,249,052 ($308,635) 

342,157 (50,464) 

22,937 220,733 

428,079 (74,958) 

22e446.cIm.Q.a 

43mI!a(610.4291 

$znezsBls645.78n 

&?LUu 

uiQ% 

$3.816.247seeLsIz 
25.98% 

$2,94O,4l I 

291,693 

243,610 

353,121 44,620 

@ l l ! s a -  

39m242499912 

l%5.u&- 

s8.993.283 

Q b U  

s4.807.804 

$2,940,417 

291,693 

243,670 

397,741 

mm3. 
4.162.194 

&kL€aQ 

fu!22&Q 

L m  



m 

mmm 
rn 
tFg8z;E 

D9-m 

SEP'09 

LI8 

LW'PZ 

ESS'69Z.S 

7-mTm 

rn 
2Zzmm 
zirzm 
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Aqua Utilities Florida, Jnc - Band 4 for Water and Wnstewatw SebCdoIe No. 4-c 
Doekt No. 1w33o-ws Adjnslment to Operating Income 

Test Year Ended 4/30/10 

1 
2 

1 
2 
3 
4 
5 
6 
7 
a 

1 
2 
3 
4 

1 
2 
3 
4 
5 

Revenues 
Remove requested final revenne increese. 
Reflect appropnetc ’ amount of annualizal revenues. &sue 15) 

Total 

ODeratiOnandMaintenan CeEXDense 
Typc A Approved Stipulations. 
To am& Phase 1 MOnitning Plan cos$. (Issue 1) 
ReflecteffectofadditidAAIcustomers.(Issue 16) 
Reflect appropriste affiliate-allocatonexpmses.(Issue17) 
Remove exenmve . indvecoqemah .on. @sue 19) 
Reflest amount of salaries & wages. (Issue 20) 
Renectappropnare . amountofbaddebtexp€nse.(IssneZI) 
Reflectappropnate . ~lmt0fratecaseexpense.(Issue22) 

Total 

pemeciion Emense -Net 
Type A App~oved stipulations. 
Reflect the appropriate amount of pro forma projects. (Issue 3) 
Reflect appropriate . non-U&U depreciation expse. (Issues 4-7) 
~ppmpriate a t e d l o c a t o n  plant cwts. I 8) 

Total 

Amortization-ottlerExoense 
AppqUhk Regalatory Asset (Issue 38) 

Taxes Other Than Inwme 
RAFs on revenue adjusfmmts above. 
Type A Approved stipulations. 
Reflect the aplnopnate . amount of pro forma projm. (Issue 3) 
Reflect appmptiate non-U&U property taxes. (J.ssues 4-7) 
Reflect COIItSpOnding payroll taxes on salaries & wages adjusbneat (Issue 20) 

Total 

($1,368,020) 
u 

(s1256312\ 

sp 
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Aqna Utilwies Florida, he - Water Band 4 
Water Monthly Service Rates 

Schedule No. 5-A 
Docket No. 10033%WS 

Test Year Ended 4DOAO 

Residential. General suviee and MoWFamily 
Base F&& chargeby Meter Si%: 
518" x 314" 
314" 
1" 

l-ln" 
2" 
3" 
4" 
6" 
8" 
10" 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
Gallonage Charge Tier three 
Gallonage Charge GS 

Irr&ation 
B a  Facility Charge by Meter Size: - 
518" x 314" 
314" 
1" 
1-10' 
2" 
3" 
4" 

Gallonage chrnge Tier me 
Gdhage Charge Tier two 
Gallonage Charge Tier three 

Private Fire Protestion 
Base Facility Charge by Meta Si:  
2" 
3" 
40 
6" 
8" 
10" 

3,000 Gallons 
5,oM) Gallons 
10,000 ww 

$15.71 
$23.58 
$3929 
$78.58 

$125.73 
$251.46 
$392.91 
$785.82 

$1,257.32 
$1,807.40 

$731 
$8.98 

$20.67 
$8.42 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$10.48 
$20.96 
$32.74 
$65.48 

$104.77 
$150.61 

$15.71 
$23.58 
$3929 
$78.58 

$125.73 
$251.46 
$392.91 
$785.82 

$1,257.32 
$1,807.40 

$73 1 
$8.98 

$20.67 
$8.42 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$10.48 
$20.96 
$32.74 
$65.48 

$104.77 
$150.61 

$17.66 
$26.48 
$44.14 
$88.28 

$14124 
$282.49 
$441.39 
$882.78 

$1,412.44 
$2,030.39 

$6.49 
$9.73 

$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$44139 

$6.49 
$9.73 

$12.98 

$11.77 
$23.54 
$36.78 
$73.57 

$117.70 
$16920 

$19.17 
$28.76 
$47.93 
$95.85 

$15336 
$306.72 
$47925 
$95850 

$1,533.60 
$2204.55 

$6.55 
$9.83 

$13.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 

$153.36 
$306.72 
$47925 

$6.55 
$9.83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

$127.80 
$183.71 

TwJicaI Residential Bills 5B" I 3/4" M d r  
$37.64 $37.64 $37.13 $58.25 
$5226 $52.26 $50.11 $77.91 
$97.16 $97.16 $98.76 $97.79 

$0.97 
$1.45 
$2.42 
$4.84 
$7.75 

$15.49 
$2420 
$48.41 
$77.45 

$11134 

$033 
$0.50 
$0.66 
$0.37 

$0.97 
$1.45 
$2.42 
$4.84 
$7.75 

$15.49 
$2420 

$033 
$050 
$0.66 

$0.65 
$129 
$2.02 
$4.03 
$6.45 
$928 

$0.49 
$0.73 
$122 
$2.44 
$3.90 
$7.80 

$12.19 
$2438 
$39.00 
$56.07 

$0.17 
5025 
$0.33 
$0.19 

$0.49 
$0.73 
$122 
$2.44 
$3.90 
$7.80 

$12.19 

$0.17 
$025 
$0.33 

$0.33 
$0.65 
$1.02 
$2.03 
$325 
54.67 
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Aqua Utilities Florida, he - Wastewater Band 4 
Wastewater Monthly Service Rates 

Seheduk No. 5-B 
Docket No. 100330-WS 

pesiaential 
BaseFacilityChargeAllMeterSius: 

Gallonage Charge -Per 1,OOO 
@a (6,000 galton q) 

General Service 
Base Facility Charge by Meter Si: 
518" x 314" 
314" 
1" 
I-1R" 
2" 
3" 
4" 
6" 
8" 
10" 

Gallonage Charge, per 1,wO Gallons 

General Servia Wastewater Only 
FMRateResidemial 
FlatFhkGtneralservice 
SprinklerHeads 

3,000 Gallons 
5,000 Galla 
l0,wO Gallons 
(Wastewater Gallonage Cap - 6.000 Gallons) 

$75.47 

$9.37 

$75.47 
$11322 
$188.69 
$377.39 
$603.82 

$1,207.65 
$1,886.95 
$3,773.89 
$6,038.22 
$8,679.95 

$1125 

NIA 
N A  

$0.10 

$75.47 $37-87 

$9.37 $9.53 

$75.47 $37.81 
$11322 $56.81 
$188.69 $94.68 
$37739 $189.36 
$603.82 $302.97 

$1,207.65 $605.94 
$1,886.95 $946.78 
$3,773.89 $1,89357 
$6,03822 $3,029.70 
$8,679.95 $4,35520 

$1125 $11.43 

NIA NIA 
NIA NIA 

$0.10 $0.50 

$77.89 

$7.84 

$77.89 
$1 16.84 
$194.73 
$389.45 
$623.12 

$1,24624 
$1,947.25 
$3,894.50 
$623 120 
$8,957.35 

$9.415 

NIA 
NIA 

$0.49 

Tmical Residential Bib 5/8" I 314" Meter 
$103.58 $103.58 $66.46 $101.41 
$12232 $122.32 $8552 $117.09 
$131.69 $131.69 $95.05 $12493 

NIA 

NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
UIA 
NIA 
NIA 

NIA 

UIA 
NIA 
NIA 

$0.77 

$0.08 

$0.77 
$1.16 
$1.93 
$3.86 
$6.18 

$12.36 
$19.31 
$38.62 
$61.80 
$88.84 

$0.09 

NIA 
NIA 

$0.00 
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AF Utuakr p l o w  Ine - B m  HUI 
Schedule of Water Rate Base 

Schedule No. S A  
DoeketNo. 100330-WS 

1 Plantinsavice S43P89 $136,550 $180.039 ($1,780) $178.259 

2 LandandLandRights 0 2,997 2997 0 5997 

3 N~usedandUscfolComponmts 0 0 0 0 0 

4 AccnmelatcdDepreciatioll (1,599) (85,750) (87,349) 

5 CIAC (681) (32,023) (32,704) 0 (32,704) 

6 AmottizatlonofCIAC 33 35023 32,056 0 32,056 

7 W O a d n g ~ i ~ O ~  015.184 W M  

8 Rate- 

. . .. 
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$15,169 $367,187 

0 18,519 

0 010) 

(530) (248,771) 

(692) (118,503) 

39 118,503 

B P 

glzeeBs136625 

$359,062 

18,519 

(4,515) 

G48.757) 

(119,195) 

118542 

0 

Sz-uZ 
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Aqua Utilities Florida, Inr - Breeze EiU 
Adjastments to Rate Base 

Schedole No. 3-C 
Doelvt No. 100330-WS 

PlXlthsnviW 
Type A Appmvcd StipuIatim. 
Reflfxttheappmpnate . amomt of pro forma projects. (Issue 3) 
Appropriate sffiliateallocatiom p h t  costs. (Issue 18) 

Total 

Nm-used and Useful 
To deet net nm-used and useful adjustment (Jsue.~ 4 through 7) 

AcnrmulatedDernec iaim 
Type A Approved Stipulations. 
Reilecttheapplopnate ’ amomt of pro forma projects. (Issue 3) 

a5liaiealldm plant costs. (Issue 18) 
Total 

W*caO ital 
Type A A p v e d  Stipulations. 
To umortim phsse IMonitniOg Plan Corar. (Issue 1) 
Reftectappropriafcdefaredratecaseexpense. (Issues) 

Total 

($553) 

Cx!@ 
Lw22&l 

(21,835) 

fu2m 

($712) 
485 
m 

($6,055) 
295 

w 
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Aqua Utlllties Florlda, Inc - Ereme HUI 
Statement of Water Operations 

Schedule No. 4-A 
Doeket No. 100330-WS 

1 Operating Revenues: S2IL222- $ c i & Z z ! - M a  
103.29% 

Operating Expensu 
2 opaation&Maintcnance $28,149 $3,867 $32,016 ($3,471) $28,545 

3 Depreciation 1,876 12,839 14,715 (906) 13,809 

4 Amortization 0 0 0 2,724 2,724 

5 Taxes other 'Ilm Income 6,628 642 7,270 (1,669) 5,601 1,439 

6 IncomeTaxw !Ulni is .2  -1L4ep 

7 Total Operatlng Expense U 2 2 m  r & 4 2 e m  4 2 = l a 8 L U 2 ?  

8 Operating Income 1$29441lUa mL?2uar%11.57nw 

9 Ratellase U a 2  UKGUl sLaaa4a 

0 RsteofReturn sJ.&% la% u 

$62.926 

$28,545 

13,809 

2,724 

7,040 

w 
SAYL 

SL4B 

Lu&&?L! 

la% 
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Aqua Utllltled Florida, Inc - B ~ e z e  IIul 
Statement of Wastewater ODeratlons 

Schedule No. 4-B 
Docket No. 100330-WS 

1 Operating Revenued: 

Operating Expenses 
2 Operation&Maintenance 

3 Depreciation 

4 Amortization 

5 Taxes Other Than Income 

6 InwmeTaxes 

7 Total Operating Expense 

8 Operatlng Income 

9 RateBase 

10 RpteofReturn 

$.35&2$6Lu.83 

$45,222 $6,367 

596 15,415 

0 0 

2,162 5,740 

w1Lll6 

m =  
l 3 U L a a  

srlz%s6 

a&?% 

$51,589 ($10,509) 

16,011 (5,940) 

0 0 

8,502 (5,545) 

6.mL124W 

w l L W 2 l  

u- 
.lLLa!m 

LWl 

%!2!&$.22a9 
75.54% 

$41,080 

10,071 

0 

2,957 1,227 

m m  
m u  

LGlaulol.sldu6 

auz! 
d u a  

S62az 

$41,080 

10,071 

0 

4,183 

m 
m 
&El 

sZLu 

LIE4 
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Aqua Utilities Florida, Jnc - Bneze Hill 
Adjurtment to Operating Ineome 

ScbeduleNo. 4-C 
Docket No. lo(W3O-WS 

OcerationaudMaiutenanceFxvense 
TypeAAppmwdStipulatioos. 
To amortiZePhaseIMonitoring Plan Costs. (Issue 1) 

Reflect appropriate . af6Iiak-aUcation eqenses. (Issue 17) 
Remove executive incentive c o w o n  (Issue 19) 

Reflect elTed of additional AAI customers. (Issue 16) 

Reflect amorunt of salaries & wages (Issue 20) 
Reflect appropnato . amoImtofbaddebtexpensc.~21) 
Reflectappropvlate . ~uutOfmteoscexpensc.(IssueW) 

Total 

~ i a t i o n E w m s e  - Net 
1 TypeAApvedSlipdatim. 
2 Reflecttheappropnate ’ amount of pro forma projects. (Issue 3) 
3 
4 

To remove net depreciion on m-U&U adjustment above. &sues 4 through 7) 
Approllriate -allocation plant costs. (Issue 18) 

Total 

Taxes other Than Income 
RAFs on reveuue adjustments above. 1 

2 Renectmeappropnato . amount of pro forma pmj-. (Issue 3) 
3 RdlatappropIiatenon-udtupmpertytaxes. (Issues4through7) 
4 Reflect corresponding payroll taxes on salaries & wages adjustment (Isme 20) 

Total 

($101) 
0 
0 

m!?Q 

($1,611) 
0 
0 

m 
Gtlbfm 
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Aqua Utiltties Florida, Inc - B- Hill 
Water Monthly Service Rata 
Test Year Ended 4/30/10 

Sehednb Na S A  
Docket No. 1 m W S  

Basc Facility Charge by Meter Size: 
5/8" x 314" 
314" 
1" 
1-1R" 
2" 
3" 
4" 
6" 
8" 
lo* 

Gallonage Charge RS Tier One 
Gallonage charge RS Tier Two 
Gallonage charge RS Tier llua. 
Gallonage Charge GS 

Irhation 
Base Facilih, cbame by Meter Size: - .  
518" x 314" 
314" 
1" 
l-ll2" 
2" 
3" 
4" 

Gallonage Charge Tier one 
Gallonage ChargeTim two 
Gallonage Charge Tier tbree 

Private Are Protection 
Base Facility Charge by Mem Si: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5,000 Gallons 
10,000 Gallons 

$15.51 
$2327 

$77.53 
$124.06 
$248.11 
$387.68 
$775.37 

$0.00 
$0.00 

$2.70 
$2.70 
$2.70 
$2.70 

s 8 . n  

$15.51 
$15.51 
$15.51 
$15.51 
$15.51 
$15.51 
$1551 

$2.70 
$2.70 
$2.70 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$26.79 
$4064020 
$66.97 

$13392 
$21429 
$428.57 
$669.65 

$1,33932 
$0.00 
$0.00 

$4.66 
$4.66 
$4.66 
$4.66 

$26.79 
$26.79 
$26.79 
$26.79 
$26.79 
$26.79 
$26.79 

$4.66 
$4.66 
$4.66 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$17.66 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$44139 
$882.78 

$1,412.44 
$2,03039 

$6.49 
$9.73 

$1298 
$6.98 

$17.66 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$44139 

$6.49 
$9.73 

$12.98 

$11.77 
$23.54 
$36.78 
$73.57 

$117.70 
$16920 

$19.17 
$28.76 
$47.93 
$95.85 

$15336 
$306.72 
$47925 
$95850 

$1,533.60 
$2,20455 

$655 
$9.83 

Sl3.10 
$735 

$19.17 
$28.76 
$47.93 
$95.85 

$15336 
$306.72 
$47925 

$655 
$9.83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

$127.80 
$183.71 

Tvoiral Residential BUb 578" x 3/4" Meter 
$23.61 $40.77 $37.13 $38.82 
$29.01 
$42.51 

$50.09 
$7339 

$50.11 $51.92 
$95.52 $97.79 

$0.91 
$1.37 
$228 
$4.55 
$728 

$14.56 
$22.75 
$45.51 
$72.81 

$104.67 

$0.31 
$0.47 
$0.62 
$0.35 

$0.91 
$1.37 
$228 
$4.55 
$728 

$14.56 
$22.75 

$031 
$0.47 
$0.62 

$0.61 
$121 
$190 
$3.79 
$6.07 
$8.72 

$0.63 
$0.95 
$1.58 
$3.16 
$5.06 

$10.13 
$15.82 
$31.&1 
$50.63 
$72.78 

$022 
$032 
$0.43 
$024 

$0.63 
$0.95 
$1.58 
$3.16 
$5.06 

$10.13 
$15.82 

$0.22 
$0.32 
$0.43 

$0.42 
$0.84 
$1.32 
$2.64 
$422 
$6.07 
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Aqua Utilities Florida, Ine - Breeze HiU 
Wastewater Monthly Service Rates 
Tat Year Ended 4/30/10 

Schedule No. 5-B 
Docket No. 100330-WS 

Residential 
Base F a d i i  Charge All Mcter Sizes: $19.04 $39.02 $37.87 $3438 NIA 

Gcoml Service 
Basa Facility Charge by Meter Size: 
518" x 314" 
314" 
1" 
I-ID" 
20 
3" 
4" 
6" 
8" 
10" 

Flat Rate Residential 
Flat Rate Residential 
FIat Rate General ServicC 
Reuse per Sprinkler Head 

3,000 Gallons 
5,000 Gallons 
10,m oallons 
(WaStnuaM Gallonage Cap - 6,000 
-) 

$3.39 

$19.04 
$28.57 
$47.59 
$9521 

$15234 
$304.70 
$476.02 
$952.05 

$0.00 
$0.00 

$4.05 

$6.95 

$39.02 
$58.55 
$97.52 

$195.10 
$312.17 
$62439 
$975.46 

$1,950.94 
$0.00 
$0.00 

$8.30 

$9.53 

$37.87 
$56.81 
$94.68 

$18936 
$302.97 
$605.94 
$946.78 

$1,89357 
$3,029.70 
$4,355.20 

$8.86 . NIA 

$34.38 
$51.57 
55.95 

$171.90 
$275.04 
$550.08 
$859.50 

$5719.00 
$2,750.40 
$3953.70 

$11.43 $10.63 

NIA NIA $73.91 NIA 
NIA NIA $475.78 NIA 
NIA NIA $0.50 NIA 

Tvoicd Residential Bills 98'' I 314" Meter 
$29.21 $59.87 $66.46 $60.96 
$35.99 $73.77 $8552 $78.68 
$39.38 $80.72 $95.05 $87.54 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 

NIA 
NIA 
NIA 

$1.13 

5029 

$1.13 
$1.69 
$2.82 
$5.64 
$9.02 

$18.04 
S28.19 
$5637 
$9020 

$12966 

$035 

NIA 
NIA 
NIA 
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Docket No. 1OO33O-WS 

1 Plantinservice 

2 LanddLandRights 27,737 0 27,737 0 27,737 

3 Non-osedmdUsefulComponcnts 0 0 0 0 0 

(89576) (18230) (107,806) 935 (106,811) 

5 CIAC (562,950) 0 (562,950) 0 (562,950) 

6 -  . 'OnOfCIAC 134,937 0 134,937 0 134,937 

7 worlringcapitalAllowance o s 3 2 2  5Q2.2- 

8 Rate- 

/. 
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Scbedole No. 3-C Aq- Utilitks Florida, Inc - Fairwnys 
Adjustments to Rate Base 

Nonvsed and Useful 
To refled net non-nsed and useful adjpsbncnt (Issues 4-7) 

AccrrmulatedDeorensh ' 'on 
TypeAApprovedStipuhtim. 
Reflect the appropriate amount of pro forma projects. (Issue 3) 
AppmPriate a6&tc&Udon plant costs. (Issue 18) 

Total 

WorldneCan ital 
Type AApproved stipulations. 
To am& Phase I MonaOring Plan costs. (Issue 1) 
Reflect appropriate ' dekrredratccaseexpense. (Issue.8) 

Total 

($5,684) 

L=!MI 
rsleaasl 

&Q 

0 

($2,130) 
0 

$23.2 

($11,559) 
$1,078 
@g 

fs2izm 

$2 
0 

0 
@Ua 

&!2 

($1,568) 
0 

M 
m 

($15,338) 
$556 

l.SB3.m 
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Aqua Utilities Florida, Iuc - Falmays 
Statement of Water Operatlow 

Schedule No. 4-A 
Docket No. 100330-WS 

1 Operatlug Revenues: 

Operathg Expenses 
2 OpdonBrMaintenance 

3 Depreciation 

4 Amortizaton 

5 Taxes Other Than Income 

6 JncomeTaxas 

7 Total Operating Expense 

8 Operating Income 

9 RateBase 

IO Rate ofReturn 

u?!6226$Izpza. 

$83,654 $13,759 

5,982 8,419 

3,340 0 

51,630 3,376 

f u z l u  

l42?4w 

6 u k l m u  

$2&@2 

$97,413 ($21,516) 

14,461 (4,013) 

3,340 0 

55,006 (3,571) 

W f l U E J l  

w w  

sa?i%2- 

iWu&i 

&%?A52 

$75,897 

10,448 

3,340 

51,435 

KLa 

mi.3.54 

Lu!!a 
4 % 3 2 i u  

aLQI4 suz686 
31.96% 

$75,897 

10,448 

3,340 

1,937 53,371 

&+.a 1(Lzpp 

m laL% 

S?aJiz s.3LW.Q 

&3&u&l 

L W  

I 
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Aqua Ufflltiea Florida, Inc. -Fairways 
Statement of Wastewater Operatlons 

Schedule No. 4-B 
Docket No. 100330-WS 

Test Ycar Ended 6130110 

1 Operating Reveuuea: Siz.634- s L ! E a l m  s4Lu39- w 
125.33% 

Operating Expenses 
2 Operation & Maintenaace $87,349 $7,768 $95,117 ($7,915) $87,202 $87,202 

3 Depreciation 

4 Amortization 

5 Tax= other Than Incame 

6 IncomeTaxea 

7 Total Operating Expense 

8 Operatinglncome 

9 RnteBaae 

IO  RnteofReturn 

33,898 4,321 38,219 (1,547) 

7,820 0 7,820 0 

36.672 36.672 

7,820 7,820 

4,706 5,987 10,693 (5,272) 5,421 4,537 9,958 

f x m a ~ = m ~ ~  Lm6 
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Aqua Utilities Florida, hc - Fairways 
Adjustment to Operating Income 

Schedule Na 4-C 
Jktcket Na 10033&WS 

1 
2 

1 
2 
3 
4 
5 
6 
7 
8 

1 
2 
3 
4 

Remove quested final revenue inmeax. 
Reflect sppropnate ' amounl of aunnahd revenues. (Issue 15) 

Total 

ODeratiOnandMam - ~ E x D e o s e  
Type A Approved Stipulations. 
To amortize Phase I Monitoring Plan costs. (Issue I) 
Reflect effect of a d d i ! i d M  customers. (Issue 16) 
Reflect appropnste . affiliatballocation expemes. (Jsue 17) 
Remove executive incentive campemation (Issue 19) 
Reflect amomt of salaries & wages. (Issue 20) 
Rewsppropnate . amount O f W  debtcxpnse. (Issue 21) 
Reflect appropriate amount of Inte casc expense. (Issue 22) 

Total 

DemeciiationExImse. -Net 
Typc A Approved Stipulations. 
Rdect the appropiate amount of pro forma projects. (Issue 3) 
To remove net depreciation on nm-tJ&U adjnshnent above. (Issues 4-7) 
Appropriate a!Xbte-~IIoca!icm plant costs. (Issue 18) 

Total 

Amortizaton-otha b m e  
Appropriate Reguhtory Asset (issue 38) 

Taxes Omcr Than Income 
RAFs on revenue adjustments above. 
Reflect the appropriate momt of pro forma prc- a. (Issue, 3) 
Reflect appropriate non-U&U pmpaty taxes. (Issues 4 throngh 7) 
Reflect c- . payroll taxes on salaries &wages ajnstment. (Issue 20) 

Total 

($948) 
0 
0 

@&!a 

sp 

($3359) 
0 
0 

L%Liu 
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sebedale No. S A  Aqua Utilities Florida, Inr - Fairways 
Water Monthly Service Ratrs T*ukef N.r 1 Ma- 

~~ ---- _.". ."-ws 

Basc Facility Charge by Meter Size: - 
518* x 314" 
314" 
1" 
I-1R" 
2" 
3" 
4" 
6" 
8" 
10" 

Gallonage Charge RS Tier One 
Gallonage Charge RS Tier Two 
Gallonage Charge RS Tier Three 
Gallonage Charge GS 

Irrkation 
Base Facility Charge by Menr Si: 
518" x 314" 
1" 
I-In" 
2" 
3" 
4" 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
Gallonage chargc Tier+ 
Gallonage Charge Tier four 

Private Fire Protection 
Base Facility Charge by Meter Size: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5,ooO Gdons 
10,000 Gallons 

$759 
$759 
$7.59 
$7.59 
$759 
$7.59 
$759 
$759 
$7.59 
$759 

$1.77 
$1.77 
S1.77 
$1.77 

$159 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$44139 

$1.77 
$202 
$253 
$3.03 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 

$2.49 
$2.49 
$2.49 
$2.49 

$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 
$10.68 

$2.49 
$2.84 
$3.56 
$428 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$17.66 
$17.66 
$26.48 
$44.14 
$8828 

$14124 
$282.49 
$882.78 

$1,412.44 
$2,030.39 

$6.49 
$9.73 

$12.98 
$6.98 

$26.48 
$39.72 
$44.14 
$88.28 

$14124 
$282.49 
$441.39 

$6.49 
$9.73 

$12.98 
$0.00 

$11.77 
$23.54 
$36.78 
$73.57 

$117.70 
$16920 

$18.57 
$27.86 
$46.43 
$92.85 

$148.56 
$297.12 
$46425 
$928.50 

$1.485.60 
$2,135.55 

$3.33 
$5.84 
$8.76 
$4.64 

$18.57 
$27.86 
$46.43 
$92.85 

$148.56 
$297.12 
$46425 

$3.33 
$5.84 
$8.76 
NIA 

$12.38 
$24.76 
$38.69 
$77.38 

$123.80 
$177.96 

TvDical Residential BUh 573'' x 314" Meter 
$12.90 $18.15 $56.60 a . 5 6  
$16.44 $23.13 $82.56 $3.22 
$2529 $35.58 s9552 $61.91 

WA 
NIA 
NIA 
WA 
NIA 
NIA 
NJA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

$0.62 
$0.93 
$1.55 
$3.10 
$4.96 
$9.92 

$15.51 
$31.01 
$49.62 
$71.33 

$0.11 
$020 
$029 
$0.15 

$0.62 
$0.93 
$1.55 
$3.10 
$4.96 
$9.92 

$1551 

$0.11 
$020 
$029 
NIA 

$0.41 
$0.83 
$129 
$2.58 
$4.13 
$5.94 
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Aqua Utilities Florida, he - Fai~ways 
Wastewater Monthly Service Rata 
Test Year Ended 4/3O/lO 

Schedule No. 5-B 
Docket No. 100330-WS 

Base Facility Charge An Meta Si: $12.65 $28.58 $37.87 $3438 

General Service 
Base Facilitv charcre bvMeter Si: - _  
van x 314- 
314" 
1" 
1-lJ2" 
2" 
3" 
4" 
6" 
8" 
10" 

$3.80 $8.59 $9.53 $8.86 

$12.65 
$12.65 
$12.65 
$12.65 
$12.65 
$12.65 
$12.65 
$12.65 
$12.65 
$12.65 

$28.58 
$28.58 
$28.58 
$28.58 
$28.58 
$28.58 
$2858 
$28.58 
$2858 
$28.58 

$37.m 
$56.81 
$94.68 

$189.36 
$302.97 
$605.94 
$946.78 

$1,893.57 
$3,029.70 
$4,35520 

$34.38 
$51.57 
$85.95 

$171.90 
$275.04 
$550.08 
$859.50 

$1,719.00 
a750.40 
$3353.70 

Gallonage Charge, per 1,000 Gallons $3.80 $8.59 $11.43 $10.63 

Flat Rate Residentid 
Flat Rate Residential 
FlatRateGenaalSmricC 
Reuse pa sprinkler Head 

NIA . NIA $73.91 NIA 
NIA NIA $475.78 NlA 
NIA NIA $0.50 NlA 

NIA 

NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 

NIA 
NIA 
NlA 

$1.15 

$030 

$1.15 
$1.72 
$287 
$5.74 
$9.19 

$1837 
$28.71 
$57.41 
$91.86 

$132.05 

$0.36 

NIA 
NIA 
NIA 

Tvoical Residential Bills 5'8'' I 3/4" Meter 
3,000 Gallons $24.05 $54.35 $66.46 $60.96 
5,000 Gallons $31.65 $71.53 $85.52 $78.68 
10,000 Gallom $35.45 $80.12 $95.05 $87.54 
(Wastewater Gallonage Csp - 6,000 Gallons) 
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Scbeduk Na 3B 
Docket No. 10033fbWS 

Aqua UtOitia Florida, Inc -Peace River 
Schedule of Wastewater Rate Base 

1 Plantinscrvico $210,236 $9,745 a19,9s1 ($1,227) $218,754 1 
18,634 

0 

0 18,634 

0 0 

(1,817) 0 

39 0 39 

Q 11612 

0 18,634 1 

0 O /  

0 

0 

ma 
39 I 
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Aqua Utilities Florida, he -Peace River 
Adiustmenfs to Rate Base 

Schedok No. X 
Docket No. lO(u31L-WS 

Non-used and Useful 
To reflect net non-used and useful adjuritmmt (ksm 4-7) 

A c c u m M D e o m ~  
I T~AAppmvedSipdations.  
2 Reflecttheappropnate . amount of pro forma projects. (Issue 3) 

3 

. .  

Appropriate a f E b t e 4 d o n  plant cos&. (Issue 18) 

Total 

workjne CaUM 

1 'Qpe A Approved Stipulations. 
2 Toem0rt izewaSeIM~PlancostC.(Issue1)  
3 Reflectappropnatc ' defdratecaseexpeme. (JsssueS) 

TOM 

($501) 

m 
&zx@2 

27,099 
($347) 

0 

rn 
rn 

($542) 
0 

- 588 

%46 



ORDER NO. PSC-12-0102-FOF-WS 
DOCKETNO. 100330-WS 
PAGE 248 

Aqna UtNtlu Florida, Inc - Peace River 
Statement of Water Operatlons 

Schedule No. 4-A 
Docket No. 100330-WS 

Tat Ysar Ended 4BOllO 

1 OperatingRevenues: 

Operating Expensed 
2 Operation & Mnintenmce 

3 Depreciation 

4 Anlortization 

5 Taxes Other Than Income 

6 IncomeTaxes 

7 Total Opentlng Expense 

8 Operating Income 

9 RateBwe 

10 RateofReturn 

s65.818- 

$66,863 $3,033 

5,099 4,018 

0 0 

7,191 1,264 

1 2 1 4 4 1 w  

l4J2Wabsm 

l'BJ2.Q- 

sll1161 

uiYd 

$69,896 ($7,546) 

9,117 532 

0 4,837 

8,455 (1,579) 

zI42f,lUm 

ezeLlf.uJ!m 

&5&3.2- 

lmuu 
vola 

$.ciZ.mw 
61.35% 

$62,350 

9,649 

4,837 

6,876 1,873 

m64911 

?Ll2til6LlE.z 

f&3!?2l- 

r622ehll 

&&2% 

w 

$62,350 

9,649 

4,837 

8,749 

m 
mz 

&Uia 

s22e61l 

L!&i 
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Aqua UUUtles Florida, lnc. -Peace River Schedule No. 4-B 
Statement of Wastewater Operations Docket No. 100330-WS 

1 Operating Revenues: & ? 3 J L l 3 u & l Q 2 a l ~  sze?Bzu.%Q W a l  
20.0¶?? 

Operatlog Erpensu 
2 0perationaMaiatenance $57,949 $1,076 $59,025 ($4.740) $54,285 $54,285 

3 Depreciation 

4 Amortiation 

5 Taxes other h Income 

8,750 1.652 

0 0 

2,712 6,199 

6 IncOmeTaxes e8612228 

7 Total Operating Expense lm21L155 

8 Operatiug Income 

.9 RnteBare 

10,402 (M) 9,756 

0 0 0 

8,911 (1,165) 7,746 717 

9,756 

0 

8,463 

m 
lU2l 

$uL6e6 

10 Rate of Return 227% LzQ% 24Wh Llm 

, 
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Aqua Utili& FIorida, Inc - Peace River 
Adjertment to Operating Inmme 

Schedule No. 4-C 
Docket No. 100330-WS 

ODerafonandMaintenanCeEmeme 
1 Type A Approved Stipulations. 
2 TooamortiZepheseIMonitoriDgPlanCosts.(Issue1) 
3 Reflecte&ctofadditionaIAAIcustom~.~sue16) 
4 Refkctappropriare a f 6 h h L l C a t i o n ~ . ~ 1 7 )  

5 Removeextnmv ' e i n d v e  compuwb 'on (Issue 19) 
6 
7 Reflectappropnate ' amount of bad dcbt expense. (rssoe 21) 

Reflect amount of salaries &wages. (Issue 20) 

8 Renectappropnate . amount of rate case expense. (Issue 22) 
Total 

DElneciation J3wense -Net 
1 Type A Approved stipulations. 
2 Reflect the appropriate amount of pro forma projects. (Issue 3) 
3 To remove net depreciation on non-U&U adjustment above. (lssm 4-7) 
4 AppropriatesffiliarpaUoeationplantcostp.~e18) 

TOM 

e 

1 RAFs on revenue adjustments above. 
2 Reflecttheappropnate . amount of pro fom projects. (Issue 3) 
3 Reflect appropriate non-U&U pmpcrty taxes. (Issues 4 through 7) 
4 Reflectcanspondmg . payrollnoresonsalaries&wagesadjustment (Ime20) 

Total 
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Aqua Utilities Florida, Inc - Peace River 
Water Monthly Service Rates 

Schedule Na SA 
Doeket Na lo(U3O-WS 

Test Year Ended 4/3O/lO 

Residential. Genenl Service .ad Multi-Family: 
Facility Charge by M e  Size: 

5/8" x 314" 
3f4" 
1" 
1-1R" 
2" 
3" 
4" 
6" 
8" 
10" 

Gpllonag e Chrree. ue r 1.OOO Gallons 
Gallonage charge RS Tier One 
Gallonage Charge RS Tier Two 
Gallanage Cbarge RS Tier 'Ihret 
Gallonage Charge, GS 

Iniention 
Base Facility Charge by Meta Si: 
5f8" x 314" 
3f4" 
1" 
1-10" 
2" 
3" 
4" 

Gallonege-T' lcTone 
Gallonage charge Tier two 
Gallonage Charge Tier tinee 

Private Fire Pmteclian 
Base Facility Charge by Metcr Si: 
2" 
3" 
4" 
6" 
8" 
10" 

3,000 Gallons 
5.000 Gallons 

$16.44 
$24.66 
$41.10 
$82.20 
$13152 
$263.03 
$410.99 
$821.97 

$1,315.16 
$1,890.54 

$4.94 
$6.17 
$14.81 
$6.05 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$10.96 
$21.92 
$3425 
$6850 
$109.60 
$15755 

$20.02 
$30.04 
$50.06 
$100.12 
$16020 
$32038 
$500.60 

$1.001.19 
$1,601.91 
$2,302.75 

$6.02 
$7.52 
$18.04 
$737 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$1335 
$26.70 
$41.72 
$83.44 
$133.50 
$191.90 

$17.66 
$26.48 
$44.14 
$8828 
$14124 
$282.49 
$44139 
$882.78 

$1,412.44 
$2,030.39 

$6.49 
$9.73 
$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
$88.28 
$141.24 
$282.49 
$441.39 

$6.49 
$9.73 
$12.98 

$1 1.77 
$23.54 
$36.78 
$73.57 

$1 17.70 
$169.20 

$19.17 
$28.76 
$47.93 
$95.85 
$15336 
$306.72 
$47925 
$958.50 

$1233.60 
$220455 

$6.55 
$9.83 
$13.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 
$15336 
$306.72 
$47925 

$6.55 
$9.83 
$13.10 

$12.78 
$25.56 
$39.94 
$79.88 
$127.80 
$1 83.7 1 

b i d  Residential Bills YS" I 3/4" Meter 
$34.39 $42.13 $38.60 $711 113 .~ .. _. .... ___.I 
$46.69 i56.87 $52.56 $51.92 

$0.93 
$1.40 
$2.33 
$4.65 
$7.44 
$14.88 
$2325 
$46.51 
$74.41 
$106.97 

$032 
$0.48 
$0.64 
$0.36 

$0.93 
$1.40 
$2.33 
$4.65 
$7.44 
$14.88 
$2325 

$0.32 
$0.48 
$0.64 

$0.62 
$124 
$1.94 
$3.88 
$620 
$8.91 

$028 
$0.42 
$0.71 
$1.41 
$2.26 
$4.52 
$7.06 
$14.11 
$2258 
$32.45 

$0.10 
$0.14 
$0.19 
$0.11 

$028 
$0.42 
$0.71 
$1.41 
$2.26 
$4.52 
$7.06 

$0.10 
$0.14 
$0.19 

$0.19 
$0.38 
$0.59 
$1.18 
$1.88 
$2.70 

16,000 Gallons $71.99 $87.72 $95.52 i97.79 
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Aqua UtiJilies Florida, Jnr -Peace River 
Wastewater Monthly Service Rates 
Test Year Ended 4130/lO 

Scbednle No. 5B 
Docket No. 10033&WS 

Residential 
BsscFacilityChargeAllMeterSksx $29.03 $33.04 $37.87 

General Service 
Base Facilitv m e  bv Meter Si: -~ 
518" X 314" 
314" 
1" 
l-lL?" 
2" 
3" 
4" 
6" 
8" 
10" 

Gallonage Charge, per 1,. .. _&us 

Flat Rate Residential 
FhtRateResideuiid 
FlstRateGenaalSavice 
Reuse per Sprinkla Head 

3,000 Gallons 

$8.87 

$29.03 
$43.55 
$72.58 
$145.17 
$23227 
$464.54 
$725.84 

$1,451.68 
$2,322.70 
$3,338.87 

$10.64 

NIA 
NIA 
NIA 

$10.09 $9.53 

$33.04 $37.87 
$49.56 $56.81 
$82.60 $94.68 
$16520 $18936 
$26432 $302.97 
$528.64 $605.94 
$826.00 $946.78 

$1,651.99 $1,893.57 
$2.64320 $3,029.70 
$3.79959 $4,35520 

$12.11 $11.43 

WA $73.91 
N/A $475.78 
N/A $0.50 

$3438 

$8.86 

$34.38 
$51.57 
$85.95 
$171.90 
$275.04 
$550.08 
$859.50 

$1,719.00 
$2,750.40 
$3,953.70 

$10.63 

NIA 
N/A 
NIA 

Tvoiesl Residential B i b  5/8" I 314" Meter 
$55.64 $6331 $66.46 $60.96 

5,000 Gallons $73.38 $83.49 $85.52 $78.68 

(Wastewatex Gallonage Cap - 6,000 Gallons) 
10,000 Gallons. $8225 $93.58 $95.05 $87.54 

NIA 

N/A 

NIA 
NIA 
NIA 
NIA 
NIA 
WA 
NIA 
NIA 
NIA 
WA 

NIA 

NIA 
NIA 
NIA 

$0.55 

$0.14 

$0.55 
$0.83 
$1.38 
$2.76 
$4.41 
$8.82 
$13.78 
$27.55 
$44.09 
$6338 

$0.17 

NIA 
N/A 
NIA 



ATTACHMENT B 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: AppfkiiIon for hcrease in 
waWwnstemlor ratcs in Aiachua, &ward, 
D ~ O W ,  Hardee, Highlands. Lake, Lee, 
Marioa, h g e .  palm Beach, Pasco, Polk, 
PUMS- Seminole, Sumter, Volusia, and 
Washingtan Counties by Aqua Utilities 
F l d q  Inc. 

DOCKET NO. 100330-WS 
ORDER NO. BSC-12-0259-FOF-WS 
ISSUED: May 29,2012 

The fo4lowing Commissioners participated in the disposition of this matter: 

RONALD A. SKIS?, Chairman 
LEA POLAK EDGAR 

ART GRAHAM 
EDUARDO E. BALBIS 

JULIE 1. B R O W  

ORDER GRANTING AUF'S MOTION FOR RECONSIDERATLON 
AND RECONSIDERQIGANP_ CORRECTING ERRORS 

BY THE COMMISSION: 

1. BACKGROUND 

On September I ,  2010, Aqua Utilities Florida, Inc. (AUF or Utility) filed an application 
for approval of an increase in rates for both its water and wastewater operations The Utility 
requested that this rate application be processed using the Proposed Agency Action (PAA) 
procedures. 

Pending our decision on final rates, AUF requested interim rates. By Order No. PSC-IO- 
0707-FOF-WS (Interim Rate Order), issued November 29,2010, in this docket, we approved an 
interim revenue requirement designed to generate annual water revenue of $9,062,892, an 
increase of$l,125,588' or 13.19 percent, and wastewater revenue of $5,391,338, an increase of 
%600,2152 or 1 1 8 1 percent. 

During the processing of AUF's requested rate increase, the Office of the Public Counsel 
(OPC), the Office of the Attorney General (AG), YES Companies, LLC d/b/a Arredondo Farms 
(YES), Mr. David L. Bussey (Mr. Bussey), Ms. Lucy Wambsgan (Ms. Wambsgan), and Pasco 

' Of the total approved interim water revenue increase of $1.125.588. we albwed $5529.922 m be collected though 
!nterim rates and deferred the remainder as a regulatory asset. 
- Of the total approved interim wastewater revenue incAsse of Sdoo,215. we allowed $310.WI to be collected 
tiwuugh interim rates and deferred the remainder as a wulatory asset. 

' -, I. : , I .~ . 
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eounty intervened in this docket. H~wever, Mr. Busscy and Ms. Wambsgan subsequently 
witthdrew thet i n r e d a n .  

The original five-month W t o t y  deadline for us to vote on PAA action was March 14. 
201 I .  By letter dated November IS, 2010, AUF waived the time to vote through May 24,201 1, 
and we voted on the Utility's requested rate incmase on that date, and issued Order No. PSC-I I - 
OZ56-eAA-WS (PAA Order)' on June 13,201 I .  Timely protests and cross-petitions of portions 
af the PAA Order were filed. 

Pending ffie resalwion of these protests, AUF provided notice of implementation of PAA 
Fates subjeet to reFund with iaEcest OR July 1, 201 1. By Order No. PSC-I 1-0336-PCO-WS. 
issued August IO. 201 I ,  we ackncnvledged !he implementation ofthe PAA rates. 

Pursuant to Order No. PSC-I 16309-PCO-WS (Order Establishing Procedure), issued 
July 25, 201 1, the protests and cross-petitions of the PAA Order were scheduled for formal 
hearing! Ten service hearings were held throughout the state,' and the technical hearing was 
held on November 29 and 30. and December 1 and 7,201 1 .  

Subsequent to the close of the technical hearing, all parties filed briefs. Thereafter. on 
February 14, 2012, upon consideration of the evidentiary record, the post-hearing briefs of the 
parties, and our s@Fs recommendation, we issued Order No. PSC-12-OI02-FOF-WS (Final 
Order), granting AUF an increase in its rates and charges to generate $3.8 million in additional 
gross annual revenues. 

On March 20, 2012, AUF timely filed a Motlon for Reconsideration (Motion), pointing 
out several perceived scrivener's errors and mistakes of fact or law in the Final Order. AUF did 
not request oral argument on its motion. Also, the Intervenors did not file a response to AUF's 
Motion. 

Finally, on April 17, 2012, in  addnwing a customer complaint, our staff discovered an 
apparent allocation error of the revenue requirement within Wastewater Rate Band 2 in the Final 
Order. This apparent allocation error caused the rates in Wdewater Rate Band 2 to be. 
improperly calculated with some waswater customers being charged more than was appropriate 
and others being charged less. 

Although Ordcr No, PSC-I ld256PAA-WS. was primarily a PAA Order, as final agency action, we closcd 
Docket No. 080121-WS. Also, although AUF's Chuluota system was not a pan of  the rate proceeding in Docket 
No. 100330-WS, we determined that any quality of service problems related to the ChuluoIa water and wastewater 
system would be considered in Docket No. 100530-WS. 

Order No. PSC-11-0544-PHO-WS (Prchcariog Order). issued November 23, 2011. set forth thc agreements 
reached by the parties and the daisions of the Pnhearing Officer for purposes of the formal hearing. The 
Prehearing Ordsr also st out the issues in dispute and Ctrc issues deemed stipulalcd pursuant to Section 
12O.Wi3)(b). F.S. 
Service Hearings were held in Greenacres (August29,201 I): North Ft. Myen (Augun 30.201 I); Sebring (August 

31, 2011); oviedo (September 1. 2011); Gaincsville (September 12. 2011): Palarka (September 13. 2011): Euslis 
(September 13.201 I X  Chipley (Seplember 16.201 I); New Port Richey (Ocmber I I. 20 I I ); and Lakeland (Octobei 

3 

4 

IZ.201 I). 
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&.Rate Reduction far Exoimtion of Amortization of Prior Rate Case Expense 

a. A W S  /%?€I 

ALIP notes that the table appearing an page 164 of the Final Order sets forth the “Across- 
the Beard Decrease“ peiwtMagm tkat wtdd apply to the new rare b d s  starting on April I ,  
2013, when the fmr-year amortization period ex- In making those calculations, AUF notes 
that we used the annual revenue requirement for each of the old water and wastewater rate bands. 
Rowever, for the new Water Rate Band 2, AUF states that we. inadvertently used the revenue 
rc5qkiirement for old Wastewater Rate Band I as the entry for otd Water Band 4. AUF states that 
the dorrect revenue requirement for old Water Kate Band 4 is $4,807,804 and not $462,187 (see 
Water Rate Band 4. Schedule 4-A, on page 224 of Final Order). With this correction, AUF 
states that the “Acrass-the Board Decrease“ ptrcentage for new Water Rate Band 2 would be 
2.33 percent and not 5.89 percent. 

b. Commission Anafvsis ami ConcJusion 

We agree with the Utility. The table on page 164 shall be corrected to show an approved 
revenue requirement of $4,807,804 for old Water Rate Band 4. The figure of $462,187 is the 
revenue requirement for the old Wastewater Rate Band I (and now new Wastewater Rate Band 
I), which was inadvertently lefi blank. Further, the revenue requirements for old Wastewater 
Rate Bands 2 and 3 were inadvertently left blank and should have reflected revenue requirements 
of $3,572,176 and $894,944, respectively. The above-noted errors were the result of cell 
formula reference errors in our staff‘s Excel spreadsheets, and as such, these scrivener errors 
shall be corrected. With this first correction, the across-the-board decrease percentage for new 
Water Kate Baod 2 would be 2.33 percent and not 5 89 pcrcent. Further, in Section A.2.. 
immediately below, AUF arguss that a second correction is required which would funher reduce 
the 2.33 p e n t  figure. AUF notes that io calculating the appropriate rate w e  expense 
reductions, we improperly excluded the revenue requirements from the Breeze Hill, Fairways, 
and Peace River systems. This argument is discussed immediately below. 

2. Additional Corrections Needed for the “Across-the-Board Decrease” for New Watei 
Bands 1 & 2. and New Wastewater Rate Band 2 

a AUF’s Amment  

AUF notes that the approved capband rate structure contemplates a uniform rate structure 
within each band. AUF argues that to ealculate the appropriate rates, the revenue requiremenu 
for all individual systems within a band are totaled to create an aggregate revenue requirement 
for the band. Further, AUF states that the annual rate case expense amortization amounts for all 
systems within each rate band must be included in the calculation of each band’s “Across-the 
Board Decrease” percentage. and then included in Tables 25 and 26. AUF argues that in the 
table on page 164: 







Table 2 
New ELsrc 08012 1 -ws 08012l -ws 
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514.62 
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E028 
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52.44 
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51.1 I 
S1.95 
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519.17 so 44 
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547.93 51.09 
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6 I s33.w 134.96 
S2.284.55 s50.2.5 

56.55 $0.15 
59.83 5022 

513.10 W.30 

57.35 50 17 

$12.78 $0.29 
$25 56 $0.58 
539.94 $0.9 I 
$79.88 51.82 

$117.60 52.91 
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s3a.w 50.88 
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E97.79 $2.23 

( I )  Rate Baed I includes old Rete Band I and Fairways. 
(2) Rate Band 2 ineludes d d  Rate Band 2.3, and 4, as well as Breeze Hill and Peace River 
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5 I .42 
$2.84 
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$9.09 

$14.21 
$28.42 
ws.47 
$65.36 

40.18 
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$1.01 
51.01 
$1.01 
s1.01 

NIA  

$1.01 
n.10 
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$77.89 $72.61 

17-84 E0.07 

$77'89 $0 61 
S 116.84 SI 01 
$194.73 $ 1  68 
m 9 . 4 s  $3.36 
$623. I 2  SS 38 

$1246.24 SI075 
s1,94725 $1680 
s3.894.so $33.61 

$8.957.35 $77.29 
$623 I20  $53 77 
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W A  NIA 
N IA  N I A  
N I A  N/A 
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60.49 @I 00 

S I  0 I .4 I SO 88 
$1 17.09 SIB1 
$124.93 s 1 .oa 

(I)  R e  B& I codsta o f  old Rate Band I only. 
(2) R8tt Band 2 wnsists ofold Rate Bands 2 and 3, and h BrceLe Hill, Fairways, and Peace River Systems. 
(3) Rat~ Band 3 consiscs bf old Rare Band 4 (GS Only). --- 
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E. Reeulatow Asset for the Interim Deferral 

putslant to Order No. PSC-I0-0707-FOF-WS, AUF was allowed to defer recovery of a 
portha of the interim rate increase to which AUF was entitled for certain systems. These 
deferred i n @ h  water and wastewater reve~ues resulted in “replatory assets” to be recovered 
by AUF over a twu-yau period once final rate6 were determined. At the expiration of the two- 
year M o d ,  ms were ta “be reduced saass-zhe-board to remove the respective grossed-up 
annrfal amertizatlon a f  the regulaforg assets:’ 

1. New Water Rate Band 2 

a. AUF’s Argument 

AUF notes that old Water Rate Bands 2, 3, and 4, along with the Breeze Hill and Peace 
River water systems were all placed in the new Water Rate Band 2. Therefore, pursuant to the 
m p b d  methodoIogy, these systems were supposed to have uniform rates both now and in  the 
future. However, AUF rrofes that Schedules 5-A, on pages 21 1 and 219, show that there would 
be r#) 2-yW rate reduction for ald Water Rate Bands 2 and 3. Further, Schedules 5-A on pages 
227, 235, and 251 of the Final Order have three different amounts for the two-year rate 
reductions for old Water Rate Band 4, Breeze Hill, and Peace River. AUF argues that this is not 
what is intended by the capband rate structure, and that all the systems in new Water Rate Band 
2 should have the same aggregate two-year rate reduction. 

b. Cbmmission Ana&& and Conclusion 

We agree with AUF. In the initial calculations, our staff had individual percentage 
reductions for those bands a d  stand-alone sysrems that were due recovery of a regulatory asset. 
The effect of applying individual reductions would be inconsistent with our decision to 
consolidate certain bands and stand-alone systems Dividing the aggregate regulatory assets of 
$228.294 for the new Water Rate Band 2 by its aggregate revenue requirement yields a 
composite across-the-board percentage reduction of 3.20 percent, that shall be applied to our 
approved new Water Rate Band 2 Rates to reflect the uniform 2-year rate reduction. The correct 
2-year rate reductions for new Water Rate Band 2 are reflected on Schedules 5-A (attached IO 
this Order), respectively, for the old Water Rate Bands 2, 3, 4, as well as the stand-alone Breeze 
Hill and Peace River water systems. 

Although not included in its Motion for Reconsideration, we find on our own motion that 
a similar correotion shall be made for the 4-year rate reduction associated with the amortization 
of rate case expense approved for this docket. Accordingly, the correct 4-year rate reductions for 
new Water Rate Bands 1 (old Water Rate Band 1 and Fairways) and 2 (old Water Rate Bands 2 
and 3, as well as the Breeze Hill and Peace River systems) are reflected on Schedules 5-A, 
attached. 

. . 
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2. New wastewater aate Band 2 

8. AUF's A$~umeot 

AUT nu& that old Wastewater Rate Bands 2, 3. and 4, along with the B r e w  Hill, 
Fairways and Peace River wastewater systems were all placed in the new Wastewater Rate Band 
2. Thsrefim, pYrsuant to the capband methodology, these systems were supposed to have 
unipdrm rates bath now and in the future. However, AUF notes that Schedules 5-B on pages 
212,220,236,244, and 252 of the Final Order show that there would be no 2-year rate reduction 
for the old Wastewater Rate Band 2, Breeze Hill, Fairways, and Peace River systems. However, 
Schedule 5-8 MI page 220 afthe F i d  Order shows a two-year rate reduction for old Wastewarer 
Rate Band 3. AUE argues that this is not what is intended by the cqband rate structure, and that 
all the systems in new Wastewater Rate Band 2 should have the m e  aggregate two-year rate 
reduction. 

b. Commission Analysis and Conclusion 

We agree with AUF. In the initial calculations, our staff had individual percentage 
reductions for those bands and stand-alone systems that were due recovery of a regulatory asset. 
The effkct of applying individual reductions would be inconsistent with our decision to 
conselidate d n  bands and stand-alone syspems. Dividing the aggregate regulatory assets of 
$124,289 for the new Wastewater Rate Band 2 by its aggregate revenue requirement yields a 
composite across-the-board percatage of 2.66 percent that shall be applied to our approved new 
Wastewater Rate Band 2 Rates to reflect the uniform 2-year rate reduction. The correct 2-year 
rate reductions for the new Wastewater Band 2 are reflected on Schedules 5-B (attached to this 
Order), respectively, for the old Water Rate Bands 2 and 3, as well as the stand-alone Breeze 
Hill, Fairways, and Peace River wastewater systems. 

Although not included in AUF's Motion for Reconsideration. we find on our own motion 
that a similar correction shall be made for the 4-year rate reduction associated with the 
amortization of rate case expense approved for this docket, Accordingly, the correct 4-year rate 
reductions for the new Wastewabr Rate Band 2 are reflected on attached Schedules 5-B, 
respectively, for the old Water Rate Bands 2 and 3, as well as the Breeze Hill, Fainvays, and 
Peace River wastewater systems 

* 
1 .  AUF's Argument 

AUF notes that in calculating whether a refund of interim rates is required, this 
Commission calculates the interim revenue requirement excluding the rate case expense that may 
be incurred for the current rate proceeding. However, AUF notes that the Final Order reflects a 
reduction of $727.528 for the interim revenue requirement on Table 27 in the "RAF Grossed 
RCF' column, when the amount of annual rate case expense allowed in this docket was only 
$352,261 ($1,409,043 divided by 4). Grossing up for regulatory assessment fees (RAFs). AUF 

I -- i 
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cslculates thal the total RAF Grossed RCE amount on Table 27 should be S368,860, and not the 
$727,59528 shown. Therefore, AUF argues that this inadvertent error overstates the refund 
calculation by approximately $238,668. 

AUF fMhm e s  tbat the amm of prior rate case expense amortization approved by us 
in b & t  No. OBOI21-WS was %342,528, and when grassed up far RAFs would approximate the 
$358,668 errone~ls figure (excludes rate case expense attributable to Chuluota). AUF argues 
that diu rate case expense from the p r h  rate ease were "aatual expenses" incurred during the 
inrerim colk3crion period, and that this amount &odd not have been removed from the 
calculation ofthe appropriare inteyim rates. AUF wcludes that this error must be corrected or 
the Final Order would be confiscatory and prevent AUF from recovering rate case expense 
approved by us in the last rate case. 

2. Commission Analvsis and Conclusion 

We agree with AU.F. In our initial calculations in the Final Order, we excluded the 
~pproved rate case expense in Docket No. 080121-WS. The rate case expense from the last case 
is an actual expense incurred during the interim collection period and should not have been 
excluded. E d  on the revised calculations, the total grossed-up rate case expense that shall be 
excluded is $363,695. Based on the above, the following table reflects the appropriate interim 
refunds. 

Table 4 

I I I I I I I I 
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F. PW-Reuression Reveme Reauirement 

1- AUFs Arwment 

On page 149 of the Final Ordw, AUF notes that the post-repression revenue requirement, 
excluding tniseellaneom service charges. was listed as $10,063,856 for water and $5,764,808 for 
wasrewarer. H o m e r ,  AUF srates that the workpapers suggest that the number $10,063,856 was 
a total water revenue requirement. from which $271,177 was subtracted to arrive at a post- 
repression water revenue quirearent of $9,835,161, excluding miscellaneous charges. 
Similarly, AUF states that the workpapers suggest the wastewater figure of $5,764,808 was a 
tdal wastewater requirement from wkich $89,040 was subtreed in order to arrive at a post- 
repression wastewater revenue requirement of $5675,768, excluding miscellaneaus charges. 
AUF requesB that these figures be reconciled. 

2. Commission Analvsis and Conclusion 

We agree with AUF's argument that there is an inconsistency between the figures in the 
workpapers and the language found in the Order. Therefore, to ensure clarity, we find the 
following changes to page 149 of the Final Order shall be made, and the Order shall read in part 
a?? shown: 

The appropriate 'pest- =-repression revenue requirement. e 
including mixellaneow service charges, is $W$63&6 $ 10.106.338 for the 
water system- , I  . The appropriate 
adiustments to the water system for metered ratesettina uurposes are: I )  the 

reduction of $42.482 to reflect e m n s e  reductions associated with the 
Commission-approved repression adjustments. . . These rates are 

&KMX3&% $9.792.679 far the water system. 

) 

designed to recover 7 ' revenues from metered rates wqtkmmt of 

The approuriate ore-repression revenue requirement. including 
miscellaneous service charaes, is $5.764.808 for the wastewater svstem. The 
amropriate adiustment to the wastewater system f o r t e r e d  ratesettine ~ u m ~ s e s  
is the removal of 650.507 associated with miscellaneous service charges and 
revenues associated with residential wastewater-onlv flat rate charge- 3 .  

. . . These - rates are designed to recover - metered rates- - U 7 1 4 m  for the wastewater system. 

The above clarifying language does not affect the ultimate revenue requirement and the 
calculation of rates. 
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0. Misoellaneous TmeraDhical Erron 

1. AUF’s Are;umen t 

in addition to the foregoing, AUF brings to our attention the following miscellaneous 
Oypagmpkical errors appearing in the FmI Order: 

a. Pnae 93. The last sentence at the top of page 93 of the Final Order states: “AS a 
result, water revenues shall be reduced by $1 10,012 and wastewater revenue shall 
be reduced by $58,306.’’ AUF avers that the sentence should read: “As a result, 
water revenues shall be reduced by $26,527 and wastewater revenue shall be 
reduced by $141.791.” AUF further notes that the total overall reduction is 
correct, and rhus this error has no impact on the ultimate revenue requirements or 
rates. 

Table 26. On page I66 of the Final Order (Table 26). for New Wastewater Rate 
Band 2 the R E  and rate reduction fw the 8” meter size appears to have been 
inadvemntly copied and inserted for the 10” meter size. AUF states that for the 
IO” meter size, the BFC should be $3,953.70, and the rate reduction should be 
$69.76. 

Schedule 5-A. On page 203 of the Final Order, with respect to Schedule 5-A for 
the columns pertaining to “Commission Approved Final” and “4-year Rate 
Reduction” in old W e  Rate Band 1, the BFC amounts in the Irrigation Section 
differ from those in the Residential, General Service and Multi-Family Section 
AUF avers that these amounts should be the same, and that the correct BFC 
amounts for Residential, General Service, Multi-Family, and Irrigation should be 
as set forth on Table 25 on page I65 of the Final Order. 

Schedule 5-B for Wastewater Rate Band 1. On page 204, with respect to Schedule 
5-B for the column “Commission Approved Final” for WW Rate Band 1, the BFC 
amounts for the General Service class and the Flat Rate for Valencia Terrace are 
actually the “4-year Rate Reduction” amounts. The correct “Commission 
Approved Final” General Service BFC and Flat Rate amounts are therefore 
missing from the Fiml Order. Also, for those same lines, the amounts in the 
COIUIWI “4-year Rate Reduction” are incorrect. The correct numbers for this table 
appear to be in the Commission workpaper file named “Wastewater Band 1 .XLS 
which was provided to all parties. 

2. Commission Analvsis and Conclusion 

We agree that the corrections noted above appear to be scrivener errors and they shall be 
made. [n addition, on page 220, Schedule No. 5-B, the approved final gallonage charge for 
residential customers showed a charge of $8.869, and on page 228, Schedule No. 5-B. the 

b. 

c. 

d. 
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approved find gaibnage charge for 05 shawed a charge of $9.415. These were also scrivener 
mors and have k e n  corrected in the attached Schedules 5-B. 

H. Summarv Conclusion 

For the -ns smed &we, AUF's Motion for Reoonsideration shall be granted in its 
entirety. AUF bas iderniRed scriveaer's errors, calculattion ems,  and points of fact that we 
ovedoaked M faifed to consider when we h e d  uur Final Order. The scrjwner errors, 
calculation em=, and mistakes of kct & d l  be c ~ r m t e d  as set om above. Further, on our own 
motion, w wrrect fhe additionai noted scriwner's emm and approve the recalculation of the 
four-ywt rate W o n  for armanlzation of rate case expense as shown above. Except for the 
additional cotfection of an anoeation e m  discussed below, all other aspects of the Final Order 
shall be reaffirmed. 

111. RECONSIDERATION ON OUR OWN MOTlON TO CORRECT ALLOCATION ERROR 

In determining whether we should on our own motion reconsider a finding in an order, 
we Lxlieve the standard remains the same as prevlously smed for AUF's Motion for 
Reconsideration, is . ,  whether the motion identifies a mistake of fact or law, or a point of fact or 
law which was overlooked, or which we failed to consider in rendering our Final Order. In the 
Final Order, it appears that an arithmetical altocation error occurred in calculating the mes for 
Wastewater Rate Band 2. 

A. Commission Analysis and Conclusion 

In our Final Order, we determined that the total wastewater revenue requirement was 
$5,764,808. This revenue requirement was allocated among three wastewater bands The 
revenues to be recovered were further allocated between the flat rate systems and metered 
systems in each of those bands, and rates were sef awordingly. 

However, upon receiving complaints from residential customers regarding extremely 
high wastewater rates, our staff discovered that the Final Order set wastewater residential flat 
rates for the Jungle Den and Lake Gibson Estates systems6 in Rate Band 2 such that those 
residential customers would inappropriately pay, on an annual basts, an additional $38,533 that 
should have been allocated to the remaining residential customers in that rate band. This 
allocation emor would also result in the remaining residential customers in Wastewater Rate 
Band 2 paying too little by that same amount. Therefore, on our own motion, we find that we 
shall reconsider the appropriate rates for Wastewater Rate Band 2 as set forth below. 

Correctly allocating the $38,533 causes the annual revenue requirement for all but two of 
the residential unmetered wastewater-only (tlat rate) customers in Wastewater Rate Band 2 to be 
reduced by $38,533, with this amount being recovered from all remaining residential customers 
in that band. Correcting this error results in the following changes to the residential rates in 
Wastewater Rate Band 2: a) a reduced flat rate for all but two residential flat rate customers, b) 

Lake Gibwn Estates had 26 wastcwater-only customers, and Jungle Den had 25 wastewster-only customers. 6 
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increased for all remaining residemiat eudgmeFs, and c) a resulting increase in the rate cap 
threshold for raidential c u ~ m e r s .  We fitid that the changes to the residential rates in 
Wastewater Rate Band 2, as w d  as the change in the rare cap fhreshold for that band, shall be as 
&own b=low: 

Table 5 
Summary of Approved Changes to Monthly Rates: 

Residential Wastewata Rate Band 2 
Per Find Commission 

Auproved ordet 
Flat Rates: 

sumy Kfls %0.01 $61.84 
Zephyr Shores S50.00 $61.84 
Jungle Den R6.07 $61.84 
Lake Gibson W e s  $1 80.52 $61 34 

Base Facility Charge $34 38 $34.66 
(518” x 3W) 
RS Kgal Charge $8.86 $8.93 

tk3 6 k a l )  
Rate Cap Threshold $87.53 $88.24 

Increase 
[Decrease) 

91.83 
$11.84 

($24.23) 
($1 18.68) 

$0.28 

$0.07 
$0.71 

Because the rates set in the Final Order for Wastewater Rate Band 2 were in error, all 
m e t e r e d  flat rate cusbmers, except for the one flat-rate customer in SUMY Hills and the one 
flat-rate customer in Zephyr Shores, shall be refunded the difference *en the erroneous rates 
and the appropriate rates as set forth in Table 5 above. For all other wastewater customers in 
Wastewater Rate Band 2, AUF shall be allowed to charge a surcharge to collect the difference 
between the erroneous rates and the appropriate rates as set forth in Table 5 

We believe the requirement for refunds and surcharges is consistent with the holding in 
GTE Florida. Inc. v. Clark, 668 So. 2d 971, 972 (Fla. 1996)(GTE Florida, Inc. v. Clark). In that 
case, the Florida Supreme Court, set out a “fairness and equity” exception to the prohibition 
against Fetroactive ratemaking, and specifically stated: “[Wle view utility ratemaking as a matter 
Of fairness. Equity requires that both ratepayers and utilities be treated in  a similar manner ’* 

In GTE Flurida Inc. v. Clark, the Court was addressing a Commission order 
implementing a remand imposed by WE Florida. Inc. v. Deason, 642 So. 2d 545 (Fla. 1994). 
which resulted from our disallowance of certain costs which had been included by GTE Florida, 
Inc. in a prospective test year in rate case proceedings In GTE Fbnda. Inc. v. Deason. the 
Florida Supreme Court ruled that we erred in disallowing the costs. GTE sought to Impose a 
surcharge to recover the erroneously disallowed costs from the effective date of the original 
Commission order. We denied the surcharge, characterizing it as retroactive ratemaking. but 
were reversed by the Florida Supreme Court in GTE Florida, Inc. v. Clark, in which the Courr 
held 
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We . . . reject the contention that GTE‘s requested surcharge constitutes 
retroactive ratemaking. This is not a case where a new rate is requested and then 
applied retroactively. The surebqe we sanction is implemenced to allow GTE to 
teeover cbsts already expended that should have been lawfully recoverable in the 
PSC‘S mst der .  

g. at 973. 

In the  cas^ at hand, we have determined &at the appropriate wastewater revenue 
requirement was. However, in Wastewater Rate Band 2; the revenue requirement was 
e m n e a s l y  allocated. This emeovs allocation resulted in some customers paying too little, 
and orher oustomers paying too much. If we were to only require a refund to those customers 
who paid too much, AUF would not be allowed to collect the revenue requirement to which we 
determined it was entitled. Therefore, to comct the “error,” AUF shall be required to refund the 
"overcharges," and be allowed to collect a surcharge from those customers whose rates were set 
tw low based on the erroneous allocation of the revenue requirement. AUF was entitled to the 
revenue requirement set forth in the Fwd Order when it w5 issued and the final rates approved 
Therefore. f6 sed aut above, refinds shall he required, and surcharges shall be authorized. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that Aqua Utilities Florida, Inc.’s 
Motion for Reconsideration shail be granted in its entirety as set forth in the body of this Order 
It is further 

ORDERED that all attachments and schedules attached to this Order are by reference 
incorporated herein. It is further 

ORDERED that on our own motion, we shall reconsider and correct the additional noted 
scrivener’s errors and approve the recalculation of the four-year rate reduction for amortization 
of rate case expense as indicated in the body of this Order. It IS further 

ORDERED rhat on our own motion, we shall reconsider and correct the arithmetic 
allocation error made in calculating the appropriate rates for the customers in Wastewater Rate 
Band 2 as set forth in the body of this Order. It is further 

ORDERED that the rates for Wastewafer Rate Band 2 shall be adjusted as shown in the 
body of this Order. It is further 

ORDERED that Aqua Utilities Florida, Inc., shall make refunds and be authorized to 
collect surcharges for its Wastewater Rate Band 2 customers as set forth in  the body of this 
Order. It is further 

ORDERED that except for corrections noted above, all other aspects of the Final Order 
shall be reaffirmed. It is further 



Cb&s furnished: A copy of this document is 
p # v W  to the patties of record at the time of 
issuance and, if applicable, interested persons. 

NOTICEOF JUDICIAL REVIEW 

The Fkiarida Public Service Commission is required by Section 120.569(1), Florida 
Stattires. to noti& parries of any administrative hearing or judicial nview of Commission orders 
tbet 2s availrrblc wader Seotions 120.57 oc 120.68. Florida Statutes, as well as the procedures and 
time JMts  thsr sppty. I& &e shcruld not be construed to mean all requests for an 
adminisrwti+ehWngar juclicial review will be granted or result m the relief sought. 

Any party &e.rstly affeoted by fire Commission's final action in this matter may request 
judicial review by the Flodda Supreme Court in the c~se of an electric, gas or telephone utility or 
the First District Court of Appeal in rhe case of a water or wastewater utility by filing a notiee of 
appeal with the Office of Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, 
Pkarida 32399-0850, and filing a copy of the notice of appeal and the filing fee with the 
appmpflab3 W. This filing must be oompleted within thirty (30) days after the issuance of this . 
mder. pursuant to Rub 9.1 10, FLorida Rules of Appellate P d u r e .  The notice of appeal must 
i% in theform specifkd in Rule 9.90qa). Florida Rules of Appellate Procedure. 
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Aeua Utilities Flerida. Inc. - Wster Band 1 
wltsr M o n W  %ea Rates 

Schedule 5-A 
Docket No. IOO33O-WS 

Tw Y+sr EaQrd w 1 0  
Rates Conm&sion Utiiitv a m m i a i m  Z-Yesr 6Y-r 

FiUW htedm Final BnaJ Reductlon Reduction 
Priwto A p p r o 4  Rqmestcd Approved Rate Rate 

Rdent in l ,  Cheral Sewice and Multi-Family 
Bare Facility Charge by Meter Size: 
518" x 314" 
314" 
1" 
LIR" 
2" 
3" 
4" 
6" 
tY 
I 0" 

Gallonage Charge 
Gal- Charge 
Gallonage Chargo 
Gatlmage Ch8rge 

Tier One 
TierTwo 
Tier Three 

Irrigatim 
Base Facility Charge by Meter Size: 
518" I 314" 
314" 
I" 
I-IR" 
2" 
3" 
4" 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
Gallonage Charge Tier three 

Private Fire Proteetion 
Base Facility Charge by Meter 
2" 
3" 
4" 
6" 
8" 
Io" 

3.000 Gallons 
5,000 ciallom 
10,000 Gallons 

Le: 

$14.13 
$21.19 
$35.3 1 
$70.63 
SI 13.01 
$226.03 
5353. I7  
$706'33 

SI. 130. I3 
$1.624.57 

$2.00 
$251 
166.01 
$3.34 

50.00 
$0.00 
$0.00 
$0.00 
$0.00 
tO.OO 
SO 00 

$0.00 
m.00 
50.00 

59.42 
$18.84 
529.44 
558.86 
594 18 

$135.38 

$15.64 
523.45 
$39.08 
$78. I 6  

SIZS.06 
$250.14 
s390.64 
$78 I .67 

$1.250.68 
$1.797.86 

$2.2 I 
52.78 
56.65 
$3.70 

so.00 
M.OO 
$0.00 
$0.00 
$0.00 
$0.00 
50.00 

5O.W 
$0.00 
$0.00 

$10.42 
$20.85 
$32.58 
$65 14 

$104.23 
S149.82 

$17.66 
$26.48 
$44.. I4 
588.28 

$ I4  I .24 
S262.49 
$44 I .39 
S882.78 

$1.4 12.44 
$2,030.39 

$6.49 
$9.73 

$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
588.28 

$1 4 I .24 
5282.49 
$44 I .39 

$6.49 
$9.73 

$12.98 

SI 1.77 
$23.54 
$36.78 
$73.57 

$117.70 
S 169.20 

$18.57 
527.86 
546.43 
$92.85 

$148.56 
S297.12 
$46425 
$928.50 

$ I  A85.64 
$2,135.55 

$3.33 
$5.84 
$8.76 
$4.64 

$18.57 
$27.86 
$46.43 
$92.85 

$148.56 
$297.12 
$464.25 

$3.33 
$5.84 
$8.76 

$12.38 
$24.76 
$38.69 
$77.38 

$123.80 
$177.96 

TvDiesl RPridential Bills 5/$" J 314' M m  
$20.13 $22.27 537. I3 S28.56 
$24.13 S26.69 S5O.l I . S35.22 
536.68 $40.59 $95.52 561.91 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
N/A 
NIA 
NlA 
NIA 
NIA 

$0.72 
$1.09 
$1.81 
$3.62 
$5.79 

611.58 
$18.09 
$36.17 
$57.88 
$83.20 

so. I3  
$0.23 
$0.34 
$0.18 

$0.72 
$1.09 
$1.81 
93.62 
$5.79 

$11.56 
$18.09 

$0.13 
50.23 
$0.34 

$0.48 
$0.96 
$1.51  
$3.01 
$4.82 
$6.93 

$ 1 . 1  I 
$1.37 
S2.4 I 
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Rates Commission Utility Cbmmlrrion %-Year 4-Year 
ffir to W v e d  Reqwted Appreved Rste Rate 
mw. latazka Ftsl F i i l  Rduetion Reduetion - 

lbidedhl, GwedServim and MwI tt.r*&v 
Bars F%&y Charge by Metm Si: 
w8" x 3N" 
3l4* 
I"  
I - In . .  
2" 
3** 
rl" 
6" 
8" 
10" 

Gallonage Charge RS Tier One 
Gallonage Charge RS Tier Two 
Gaflonage Charge RS Tier T h m  
Gallonage Charge GS 

irrleation 
Bare Facility Charge by Meter Size: 
5/8" x 314" 
314" 
I "  
I - I R "  
2" 
3" 
4" 

Gallonage Charge lier ow 
Gallonage Charge Tier two 
Gallonage Charge Tier hrce 

Private Fire Protection 
Base Facility Charge by Meter Size: 
2" 
3" 
4" 
6" 
8" 
I 0' 

3 , 0 0 0  Gallons 
5,OOo Gallons 
10,000 Gallons 

S16.29 
$24.44 
540.73 
$8 I .46 

$130.34 
m0.69 
w 7 . 3  1 
5814.63 

s 1.303.4 I 
$ 1.873.65 

$3.82 
$4.77 

$ 1  1.46 
$5.33 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$OM, 

$0.00 
30.00 
$0.00 

S 10.86 
$2 I .72 
$33.94 
$67.89 

$108.6 I 
$156 14 

$18.91 
Sa.37 
$47.29 
W.57 

$141.32 
5302.66 

$945.77 
$ 1  ,5 13.24 
$2,175.27 

$4.43 
$5.54 

$13.30 
$6.19 

a72.8a 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
m.00 
$0.00 

$0.00 
$0.00 
$0.00 

$12.61 
us.22 
$39.41 
$78.81 

$ 126.09 
$181.27 

$17.66 
$26.48 
$44.14 
588.28 

$141.24 
$282.49 
E44 1.39 

$ 1.4 12.44 
$2.030.39 

$6 49 
$9.73 

$12.98 
$6.98 

$882 18 

$17.66 
$26.48 
$44.14 
$18.28 

$141.24 
$282.49 
8441.39 

$6.49 
$9.73 

S12.98 

$11.77 
$23.54 
$36.78 
$75.57 
SI 17.70 
$169.20 

$19.17 
$28.76 
547.93 
$95.85 

$153.36 
2306.72 
S479.25 
$958 50 

S I  .533.60 
$2.204.55 

s6.55 
S9.83 

$13.10 
$7.35 

$19.17 
$28.76 
s47.93 
$95.85 

E 153.36 
$306.72 
$479.25 

$6.55 
$9.83 

$13.10 

$12.78 
525.56 
$39.94 
$79.68 

S 127.80 
$183.7 I 

Tvsical Residential Bills 5W x U1" MeIer 
$21.75 $32.20 $37.13 S38.82 
$35.39 $441.06 $50.1 I $SI 92 
$59.24 $68.16 $95.52 $97.79 

$4.61 
$0.92 
$1.53 
$3.07 
$4.91 
$9.82 

$15 34 
$30.68 
$49.09 
$70.56 

$0.21 
$0.3 I 
$0.42 
$0.24 

$0.6 I 
$0.92 
$1.53 
$3.07 
$4.91 
59.82 

$15.34 

$0.2 I 
50.3 I 
$0.42 

$0.4 I 
M.82 
$1.28 
$2.56 
$4.09 
$5.88 

S I  .24 
S t .66 
$3.1 I 

$0.50 
$0.75 
$1.26 
$2.51 
$4.02 
$8.04 

$12.56 
s25.11 
$40. I 8  
$57.76 

so. I 7  
$0.26 
$0.34 
$0.19 

$0.50 
$0.75 
SI .26 
$2.51 
$4.02 
$8.04 

$12.56 

$0. I 7  
$0.26 
$0.34 

$0.33 
$0.67 
E I .os 
$2.09 
53.35 
$4.81 

s I .02 
6 I .36 
$2.56 
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Rate$ Commirsion UtiRty Commission %Year +Year 

FiliRg lnterim Final Final Reduction_ Reduction 
Prior 10 Approved Requested Approved Rate Rate 

RcswaukL Ge*d Service and MuWFamily 
Base Facility charge by M e r  Size 
518" x 314" 
3/4* 
I"  
I-IP 
2" 
3" 
4" 
6" 
8" 
IO" 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
Gallonage Charge Tier three 
Gallonage Charge GS 

Irrlwtbn 
EaseFaciltty Charge by Meter Size: 
5W' x 314" 
314" 
I" 
I-lW 
2" 
3 I' 
4" 

Gallonage Charge Tier one 
Gallonage Charge Tiff two 
Gallonage Charge Tier three 

Private Nre Proiection 
Ease Facility Charge by Meter Size: 
2" 
3" 
4" 
6" 
8" 
IO" 

3.000 Gallons 
5,000 Gallons 
10,000 Gallons 

$16.68 
$25.02 
MI.Yl 
E83.42 

$133.47 
D66.92 
5417.07 
$834.14 

$ 1.334.62 
$1.91 8.52 

b5.01 
$6.26 

$15.03 
$6.14 

$0.00 
$0.00 
 SO.^ 
$0.00 
so.00 
so.00 
$0.00 

m.00 
$0.00 
$0.00 

f l l . 1 2  
$22.24 
$34.76 
S69.51 

$ 1  I 1 2 2  
$159.88 

$16.68 
$25.02 
$441.71 
s83.42 

$133.47 
$266.92 
$4 17.07 
$834.14 

$1,334.62 
$1,918.52 

$5.01 
$6.26 

$15.03 
$6.14 

$0.00 
sO.OO 
SO.00 
$0.00 
EO.00 
so.00 
$0.00 

so.00 
$0.00 
so.00 

$1 1.12 
S22.24 
S34.76 
E69.5 I 

$111.22 
$159.88 

$17.66 
$26.48 
$44.14 
$88.28 

$ I4 I .24 
SLB2.49 
U41.39 
$882.78 

$1,412.44 
S2.030.39 

56.49 
$9.73 

$12.98 
$6.98 

$17.66 
$26.48 
$44.14 
$88.28 

$141.24 
$282.49 
M41.39 

$6.49 
$9.73 

$12.98 

$1 1.77 
$23.54 
$36.78 
$73.57 

$117.70 
$169.20 

$19.17 
S28.76 
s47.93 
$95.85 

$153.36 
5306.n 
$479.25 
$958.SO 

$1,533.c10 
$2.204.55 

$6.55 
$9.83 

$13.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 

$153.36 
$306.72 
$479.25 

$6.55 
$9.83 

$13.10 

$12.78 
525.56 
$39.94 
$79.88 

$127.80 
$183.71 

TvDicsl Residential Bills 9%'' 6 3/4" Meter 
$31.71 $31.71 S37.13 S38.82 
$4 1.73 $4 I .73 $50. I I 951.92 
$73.03 $73.03 $95.52 $97.19 

$0.61 
$0.92 
S1.53 
$3.07 
$4.91 
99.82 

$15.34 
$30.68 
S49.09 
570.56 

$0.2 I 
30.3 I 
$0.42 
$0.24 

10.6 I 
$0.92 
$1.53 
53.07 
54.91 
$9.82 

515.34 

s0.2 I 
$0.3 I 
50.42 

10.4 I 
so32 
$1.28 
$2.56 
$4.09 
S5.88 

SI .24 
S I .66 
S3. I  I 

$0.50 
$0.75 
S I  .26 
$2.5 I 
$4.02 
$8.04 

$12.56 
Srs. I I 
$40.18 
557 76 

W 17 
$0.26 
$0.34 
$0.19 

$0.50 
$0.75 
$1.26 
$2.51 
$4.02 
$8.04 

$12.56 

$0.17 
$0.26 
$0.34 

$0.33 
$0.67 
$I .OS 
$2.09 
$3.35 
$4.81 

$1.02 
$1.36 
f 2  56 



Docket No. I69336.WS 

I' 
1.IR" 
2- 
3' 
4" 
6" 
8" 
IQ" 

lrrimtkq 
Bpe F u c i l i i  Cbage by Mew Size: 
yll* x 314" 
314" 
1 -  
I-IR" 
2" 
3" 
4" 

GSllOMge Charge Tier one 
Gallonage Chafge Tier two 
Gallonrg? Chargc Tier thra 

Private -re ht&b 
Base Facility CImgs by M w r  S i  
2" 
3" 
4' 
6' 
8' 
IO" 

1,000 Gallons 
5,OOO Gallons 
10.000 Gallam 

SI5.7t flS.71 s 17.66 
523.56 $23.58 $26.48 
$39.29 53929 544.14 
$78.523 578.58 5'88 28 

fiaJ.73 s 125.73 $141.24 
SZ51A6 $25 I .46 $282.49 
EP92.9I 5392,9 I f44 I .39 
m5.m VB.82 SB2.79 

$1 ,257.32 $1,25732 $1,412.44 
Sl,%07.40 S1,807.40 S2830.39 

$7.3 I $7.3 I f6.49 
sa.% s8.98 s9.n 

$20.67 $30.67 $12.98 
s3.42 $8.42 $6.98 

$0.00 
SQ.00 
$0.00 
10.00 
s0.m 
w.00 
$0.00 

EO.00 
M.00 
w.00 

$0.00 $17.66 
so.00 $26.48 
m.00 $44.14 
so.00 588.28 
SO.00 $141.24 
so.00 16282.49 
$0.00 s44l.39 

$0.00 $6.49 
$0.00 $9.73 
m.00 S12.98 

$1 1.77 
$23.54 
$36.78 

510.48 310.48 
$20.96 m.96 
$32.74 S32.74 
S63.48 $65.48 E73.57 

$104.77 $104.77 $117.70 
$150.61 S 150.6 I S 169.20 

$19.17 
S28.76 
547.93 
$95.85 

S 153.36 
$306.72 
$47925 
$958.50 

$1,533.60 
S2.m.55 

5655 
$9.83 

$13.10 
$7.35 

$19.17 
$28.76 
$47.93 

$153.36 
S306.72 
s479.25 

m . a 5  

$6.55 
S9.83 

$13.10 

$12.78 
525.56 
s39.94 
$79.88 

5183.71 
s127.ao 

TvDkal ReMential BUIs W x 3/4" Meter 
$37.64 $37 64 s37.11 $18 82 

S97.16 S97.16 595.52 $97.79 
S52.26 $52.26 $50.1 I S5 I .92 

$0.6 I 
$0.92 
$1.53 
$3.07 
$4.9 I 
$932 

$15.34 
$30.68 
$49.09 
sm.s.5 

m.2 I 
$0.3 I 
$0.42 
$0.24 

$0 61 
$0.92 
S1.53 
$3 07 
$4.91 
S9.82 

$15.34 

SO.21 
$0.3 I 
SO 42 

$0.4 I 
$0.82 

$2.56 
64.09 
$5.88 

~1.28 

$1.24 
El .66 
s3 I 1  

$0.50 
$0.75 
51.26 
$2.51 
54.02 
$8.04 

$12.56 
$25. I I 
$40. I 8  
S57.76 

$0.17 
$0.26 
$0.34 
$0. 19, 

$0.50 
50.75 
$1.26 
$2.51 
$4.02 
58.04 

S12.56 

SO. I7 
$0.26 
$0.34 

m.33 
50.67 
$1.05 
S2.09~ 
$3.35 
54.81 

$1.02 
51.36 
$2.56 
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Rqw UtUUh PloriCa, I d e  - Brraac Hit1 
%%W &%Bl~ SUWbX RBteS 

Scbedule S A  
Doeket No. IMUJQWS 

Tal Yea Eadce 4tSQIIO 
Ratn Commission Uality Commission 2-Year 4 - r ~  

F I W  Interim Fiiai Final Reductlon Reductlon 
Priorto Approved RqucMed Apprwed Rate Rare 

R H i t t & M G ~ u a l  Scnicc and Multi-Fami$ 
Bas& FaolIltv Charge by Merer S i  
Y l l " X Y 4 "  

I" 
1-112" 
2" 
3 I' 
4" 
6" 

I 0" 

3r4* 

a- 

Gallonage Charge RS Tier One 
Gaflonage charge RS Tier Two 
Gatlorsge Charge RS Tier ThRe 
Gallonage charge GS 

Irrienllon 
Base Facility Charge by Meter Size: 
518" x 314" 
314" 
I" 
I-IP 
2" 
3" 
4" 

Gallonage Charge Tier one 
Gallomge Charge Tier two 
Gallonage Chars Tier three 

Private F l n  Prokction 
Base Facility Charge by Merer Size 
2" 
3" 
4"  
6" 
8" 
IO" 

3,000 Gallons 
5.000 Gallons 
10.000 Gallons 

615.51 
S23.27 

$77.53 
$124.06 
$248.1 1 
$307.68 
s775.37 

10.00 
$0.00 

$2.70 
$2.70 

$2.70 

s3s.n 

$2.70 

115.51 
S15.SI 
sis.51 
S I 5  51 
515.51 
$15.51 
s15.51 

$2.70 
$2.70 
S2.70 

$0.00 
so.00 
60.00 
$0.00 
so.00 
50.00 

$26.79 

566.97 
SI 33.92 
S214.29 
$4428.57 
$669.65 

11,339.32 
50.00 
50.00 

54.66 
$4.66 
$4.66 
$4.66 

mrn 

$26.79 
S26.79 
$26.79 
S26.79 
S26.79 
526.79 
$26.79 

54.66 
54.66 
$4.66 

$0.00 
so.00 
so.00 
S0.W 
$0.00 
$0.00 

$17.66 
$26.48 
$44.14 
$8828 

$141.24 
$282.49 
$44 1.39 

SI ,4 12.44 
52,030.39 

$6.49 
19.73 

$6.98 

sae2.78 

s m n  

$17.66 
S26.48 
S44.14 
$88.28 

$141.24 
S282.49 
$44 I .39 

$6.49 
s9.73 

S 12.98 

$I 1.77 
$23.54 
136.78 
373.57 

9169.20 
s117.m 

$19.17 
$28.76 
$47.93 
$95.85 

$153.36 
SM6.72 
$479.25 
$958.50 

SIS33.60 
$2.204.55 

56.55 
S9.83 

513.10 
$7.35 

$19.17 
$28.76 
$47.93 
195.85 

5153.36 
$306.72 
5479.25 

$6.55 
s9 83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

5127.80 ' 

$183.71 

Tv&Sl Residential BiUs 5 N '  I 314" Meter 
$23.61 540.77 537. I3 $38.82 
S29.01 S50.09 $50. I I $5 I .92 
S42.5I $97.79 $73.39 $95.52 

$0.6 I 
$0.92 
SI .53 
$3.07 
$4.91 

$ 15.34 
$30.68 
$49.09 
$70.56 

50.2 I 
$0.3 I 
$0.42 
$0.24 

$9.82 

$0.61 
$0.92 
s I .53 
$3.07 
$4.91 
$9.82 

$15.33 

$0.2 I 
$0.3 I 
50.42 

$0.4 I 
$0.82 
$1.28 
$2.56 
$4.09 
$5.88 

$ I  .24 
$1.66 
$3.1 I 

$0.50 
50.75 
$1.26 
$2 51 
$4.02 
$8.04 

$12.56 
$25. I 1 
$4O.l8 
557.76 

$0.17 
$0,26 
$0.34 
$0.19 

$0.50 
$0.75 
$1.26 
$2.51 
$402 
$8.04 

$12.56 

$0. I7 
$0.26 
$0.34 

$0.33 
$0.67 
$1.05 
$2.09 
$3.35 
$4.81 

I I .02 
$1.36 
$2.56 

... 
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-- 
Aqua UtilUies Florida, [ne. - Fairways 
Water Monthly Serv#se Rates 
Tcst Year Ended W I O  

Schedule 5-A 
Docket No. 100330-WS 

R a t e  Commission Utility Cmimksh 1-Year 4-Year 
Priorto Awrovnl Rsoueprcd Aouroved Rate Rate 

518' x 314" 
3M 
I "  
1-112" 
2" 
3" 
4" 
6" 
U' 
IO"  

Callonage Charge RS Ttr  0% 
Gallonage Charge RS Tier Two 
Gallonage Charge RS Tier T h w  
Gallonage Charge GS 

Irrleatiop 
Base Facility Charge by Meter Size 
518" x 314" 
3i4" 
I"  
I-In" 
2" 
3" 
4* 

Gallonage Charge Tier one 
Gallonage Charge Tier two 
Gallonage Charge Tier three 
Gallonage Charge Tier four 

Private Fire Protection 
Base Facility Charge by Meter Size: 
2' 
3" 
4" 
6' 
8" 
I O  

3.000 Gallons 
5,oOO Gallons 
10,000 Gallons 

$7.59 
57-59 
$7.59 
$7.59 
$7.59 
57 59 
57.59 
$7.59 
37.39 
$759 

$1.77 
$1.77 
$ I  77 
51.77 

$7.19 
$7.59 
$7.59 
m.59 
$7.59 
$7.59 
$7.59 

$1.77 
s2.02 
$2.53 
$3 03 

$0.00 
$0 00 
w.00 
$0.00 
$0.00 
so.00 

.ll0.611 
$10.68 
SI 0.68 
$10.68 
$10.68 
$10.68 
510.68 
$10~68 
$10.68 
$10.68 

$2.49 
$2.49 
$2.49 
$2.49 

$10.68 
' $10.68 
$10.68 
$I068 
$10.68 
$10.68 
$10.68 

$2.49 
$2.84 
$1.56 
$4.28 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$17.66 
$26.48 
544.14 
$88.28 

$141.24 
$202.49 
$44 1.39 

$1.412.44 
S2.030.39 

$6.49 
$9.73 

$12.98 
$6.98 

sa8 2.7 8 

$17.66 
$26.48 
S44. I4 
$88.28 

$14 I .24 
$281.49 
$44 I .39 

$6.49 
$9 73 

$12.98 
$0.00 

$11.77 
$23.54 
$36.78 
$73.57 

$117.70 
$169.20 

$18.57 
$27.86 
$46.43 
$92.85 

$14856 
$297.12 
$464.25 
$92850 

$1,485.60 
$2,135.55 

$3.33 
$5.84 
58.76 
$4.64 

$18.57 
$27.86 
S46.43 
$92.85 

$148.56 
$297. I2 
$464.25 

$3.33 
$5.84 
58.76 

NIA 

$12.38 
$24.76 
$38.69 
577.38 

5123.80 
S 177.96 

Tvokal Residential Bills 5B8" x 314" Meter 
$12.90 S18.15 $37.13 $28.56 
516.44 S23.13 $50. I I $35.22 
$25.29 $35.58 $95.52 $61 91 

NIA 
N IA  
NIA 
NIA 
NIA 
NIA 
NIA 
N!A 
NIA 
NIA 

N IA  
NIA 
N I A  
N IA  

NIA 
NIA 
NIA 
N/A 
N IA  
N IA  
NiA 

NIA 
N IA  
NIA 
NIA 

NIA 
N IA  
NIA 
NIA 
NIA 
NIA 

$0.72 
$ I .09 
$1.81 
$3.62 
$5.79 

$ 1  1.58 
$18.09 
$36.17 
$57.88 
$83.20 

$0.13 
$0.23 
$0.34 
SO. I8 

60.72 
E I .09 
51.81 
$3.62 
$5.79 

$I  1.58 
$18.09 

$0. I 3  
$0.3 
$0.34 

N!A 

50.48 
$0.96 
$1.51 
$3.01 
$4.82 
56.93 

$ 1 . 1 1  
f I .37 
$2.4 I 
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Aqua LMMw Fkridp, I w .  - Peace R i m  
Wmr Mon*lg Service Rata 
Test Y 4 r  Bded 4130/!Q 

khcdnle 5-A 
Docket No. 100330-WS 

Rstes Commissiou Utility Commission 2-Year 4-Year 

Fding h le r im  Final Final Reduclmn Reduction 
Prior te Approved Requested Approved Rate Rate 

RrSLdtnMal. cslleral suVit@ atcd M.ulli-FamU~ 
Baw F a c W  Chaao by M n a  Size: - .  
S/S" x 3 w  
314 " 
I" 
I-IR" 
2" 
3" 
4" 
6" 
8' 
18" 

Gsllonaae Chanc. w I.OB0 Calloq 
Gallonage Charge RS Tier One 
GaIl~nag.$ Chaw RS Tier Two 
Gallonage Charge RS Tier Three 
Gallonage Charge, GS 

Irrieatiou 
Bate Facil'av Chame bv Meter Six: - .  
518" x 314" 
314" 
I* 
I-IR" 
2" 
3" 
4" 

Gallonage Chhrge Tier one 
Gallonage Charge Tier two 
Gallonage Charge Tier three 

Private Fire PrQkctiou 
Base Facility Charge by Meter Sire: 
2" 
3" 
4" 
6- 
8" 
IO" 

3,000Gallons 
5,000 Gallons 
10,000 Gallons 

$16.44 
L24.66 
$41.10 
$82.20 

SI 3 1.52 
$263.03 
S4 10.99 
E82 I .97 

SI,? 15. I6 
$1.890.54 

54.94 
$6. I7  

$14.81 
$6.05 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
w.00 

S 10.96 
$2 1.92 
534.25 
$68.50 

$109.60 
$157.55 

$20.02 
$30.04 
550.06 

L100.I2 
9160.20 
$320.38 
$500.60 

s 1,001. I9  
Sl,60 I .9l 
$2.302.75 

$6 02 
$7.52 

$18.04 
$7.37 

so 00 
$0.00 
$0.00 
$0.00 
$0.00 
w.Do 
$0.00 

$0.00 
w.00 
$0.00 

513.35 
$26 70 
$4 I .72 
$83 44 

$133.50 
$191.90 

$17.66 
$26.48 
$44.14 
$88.28 
s 14 I .24 
$282.49 
$44 I .39 
$882.78 

E l  .4 12.44 
$2.030.39 

$6.49 
59.73 

$1298 
$6.98 

S17.66 
526.48 
$44.14 
$88.28 

$14 I .24 
$282.49 
5441.39 

66.49 
$9.73 

$12.98 

$11.77 
$23.54 
$36.78 
$73.57 

5117.70 
$16920 

$19.17 
$28.76 
547.93 
$95.85 

St53.36 
5306.72 
5479.25 
$958.50 

51.533.M) 
$2204.55 

$6.6.55 
$9.83 

513.10 
$7.35 

$19.17 
$28.76 
$47.93 
$95.85 

0 153.36 
$306.72 
$419.25 

$6.55 
$9.83 

$13.10 

$12.78 
$25.56 
$39.94 
$79.88 

$127.80 
$183.71 

Tvpieal Residential Bills 98" I 3/4" Meter 
53 I .26 $38.08 $37.13 $38.82 
$41.14 $50. I 2  550. I I $5 1.92 
$7 I .91 S87.72 $9S.S2 697.79 

$0.61 
$0.92 
$1.53 
53.07 
S4.9 I 
$9.82 

515.34 
$30.68 
$4939 
$70.56 

$0.21 
$0.3 I 
$0.42 
$0.24 

$0.61 
$0.92 
$1.53 
$3.07 
$4.91 
$9.82 

515.34 

$0.2 I 
$0.3 I 
$0.42 

$0.4 I 
50.82 
SI .28 
$2.56 
$4.09 
'65.88 

$1.24 
$1.66 
$3.1 I 

$0.50 
$0.75 
$1.26 
52.5 I 
w.02 
$8.04 

$12.56 
$25. I I 
$40.18 
157.76 

$0 I ?  
$0.26 
$0.34 
SO. I 9  

$0.50 
$0.75 
$1.26 
$2.51 
$4.02 
$8.04 

$12.56 

$0.17 
$0.26 
$0.34 

$0.33 
$0.67 
$I .05 
$2.09 
$3.35 
$4.81 

$1.02 
$I .36 
$2.56 



Flat .Rote Re*dcnthl 
Vnlencia T m c e  
Flat Ute Residential 
Flpt Rdtc GenerpI'SRvice 
Reuse pu Sprinkter Hrsd 

$17.13 

Qt.x 

$17.13 
$25.70 
842.84 
u15.66 

$137.07 
5274.12 
$428.3 I 
W . 6 3  

11.37041 
11,97624 

$5.69 

$32.72 
N I A  
N I A  
N f h  

$2 I so $37.87 

S.% $9.53 

$2150 $37.81 
53225 fs6.81 
$53.76 $94.68 

$107.49 $189.36 
Sl72.Ol $302.97 
$343.99 1605.94 
$537.48 SW6.78 

$1,074 .98 14.893.57 
$ 1,719.97 $3.029.70 
$2.472.44 54,355.20 

$7.14 SI 1.43 

541.06 NIA 
NIA $73.91 
NIA 1475.18 
NIA $050 

S23. I I 

$7.81 

$23.11 
534.67 
557.78 

S I  15.55 
SlW.88 
$369.76 
1577 75 

51,155.50 
$1.848.80 
$2.657.65 

$9.31 

$40.46 
NIA 
N IA  
N IA  

IW.rtnrsar Gailenuge Cap - 6.000 Gallons) 

Ty-1 kesidenclat EULr YS" x 314'' Mctcr 
SlI.38 $39.38 $46'46 S46.54 
was 15 I .XI $85.52 S62.16 
WS.63 557.26 $95.05 $69.97 

NIA $0.88 

NIA $0.30 

NIA 50.88 
NIA $1.32 
N I A  52.20 
N/A $4.40 
NIA $7 04 
NIA $14.08 
NIA $21.99 
NIA E13 99 
N / A  $70.38 
NIA $ lo t  17 

NIA S0.36 

NIA S I  54 
NIA NIA 
N IA  NIA 
N IA  NIA 

si.77 
$2.37 
$2.66 



su.6) 

$7.1 t 

$35.44 
$53.16 
sss.60 

$177.19 
$283.52 

xB119.99 
51.771.89 

34.075.58 

$8.53 

s5a.m 

52,n35.19 

loa0 callom 
s*ow canons 
IO.003 Gallons 
(Wastewater Gallonage Cap - 6,000 ~al lonr)  

$96.44 
347.02 

NiA 
NIA 
NIA 

$35.44 

57.1 I 

$35.44 
S53.16 
s88.60 

E177.19 
528352 
SS67.W 
5885.99 

$t,?71.89 
S2.835.19 
34,075.58 

S8.53 

$56.44 
$47.02 

NIA 
NIA 
NIA 

n7.87 

s9.54 

~37.87 
S56.81 
$94.68 

S 189.36 
$302.97 
6605.94 
$946.78 

$1.893.57 
$3.029.70 
$4,355.20 

Slt.43 

NIA 
N!A 

$73.91 
$475.78 
w.50 

s34.66 

S8.93 

634.66 
ss 1.99 
586.65 

$173.30 
$277.28 
$554.56 
$866 50 

s1,733.00 
$2,772.80 
$3.985.90 

510.72 

S661.84 
$61.84 

NIA 
NIA 
NIA 

Tvaiepl RCDMentirl BiUs 98'' x 3/4" Meter 
s%.n $56.77 M6.46 $6 I .45 
$70.59 370.99 $85.52 $79.31 
S78.10 $78.10 S95.05 sna.24 

50.92 W.71 

$0.24 Eo 18 

$0.92 $0 71 
51.38 $1 06 
$2.30 $1.77 
34.61 $3.54 
57.37 $5 66 

$14.74 $11.32 
$23 03 S 17.69 
$46.06 535.37 
373.69 SS6.59 

5105.93 381.35 

SO 28 50.22 

S 1.64 11.26 
$1.64 $1.26 

NIA NIA 
NIA NIA 
NIA NIA 

$ I .63 SI 25 
$2. I I $ 1  62 
n . 3 5  $ 1  80 



BaxFadiityCharge A U M W  Sizes: $29.4 I $33.82 $37.87 534.66 50.92 $0.71 

Gsllonagr ch.rgc - Pel I.wu) 

@Iton$ C-a.000 plh cap) S8.99 S 10.34 $9.53 98.91 50.24 50 I8 I 

W . 4  I 
W.12 
E13.53 
S 147.07 
$235.31 
5470.63 
57353s 

$2,353.1 3 
$3.382.61 

51.470.70 

$33.82 
U0.74 
w . 5 7  

s169.14 
$270.63 
554126 
SW5 71 

$1.691 42 
$23629 
$3.890.27 

$37.87 534.66 $0.92 $0.71 

19468 586.65 $2.30 
$189.36 $ 173.30 S4.6 I 
S302.97 E277.28 57.37 
$605.94 5554.56 $14.74 SI1 12 ! 
$946.78 5866.50 S23.03 $17.69 

S1.893.57 51.7ll.W S46.06 515.37 
~ 3 2 9 . 7 0  32.772 80 $73.69 556 59 
$4,355.20 53,985.90 5105.93 $81.35 

296.81 551.99 51.38 s1.06 i 

.~ 

Gallonage Charge, p e ~  I,ooO Gallem S 10.711 :512.40 $11.43 $10.72 M.28 , $0.22 

fit Rate Rerideautl 
Jungle Dnr s19.73 545.69 NIA f61.84 51.64 51.26 
Lake Gibsoa Earscs $83.33 595.84 NIA 56 I .84 $1.64 $1.26 1 

i platRotsOeaemlS~rviq . .  
! F l # t W ~ l ~ i ~ @  5918.69 s596.54 NfA ' NIA NIA NIA 

Flat Itate Residential W A  NlA ,673.91 NlA NIA NlA ~ 

Conrolaatedmt R ~ R G S  NIA NIA 5415.78 NIA NIA NIA ' 
Reuse per SprinklerHcad NlA NIA so.50 NIA N/A NIA 

D* lsCIMt mi.( Bilk 
. :  x 3 4 "  W e e  

556.38 $64.84 366.46 S6l .45 $ I  .61 .s1.25 t 3.oQoGaltar 
: 5.000Gallons , . $74.36. f85,52 585.52 $79.3 I 52.1 I ~ $1.62 
; l0,C~OOGallonr 583.35 $95.86 s95.05 588.24 .. 52.35 Sl.XO 

I 
I 
i 

fwancwatcr Gailaagc Cap - 6,000 Gallom) 
. -. .__ 



57S.47 n5.47 S37.a-l $77.89 NIA E0.17 

$9.37 

Sf5.47 
58 1322 
fl.BB.69 
$37739 
w 3 . a  

Sl.207.65 
S1.886.9S 

$6,03822 
s3.773.8~ 

W79.9S 

W.37 

$15.47 
$11322 
5168.69 
$37739 
5603.82 

S I201.65 
$1.886.95 
53.773.89 
$6,038.22 
sapms 

59.53 sl.84 

03i.n $ 7 7 . ~  
$56.11 E l  16.84 
$86.68 5194.73 

$18936 S389.45 
5302.97 $623.12 
9605.94 31.246.24 
S946.78 S 1.947.25 

51.893.57 $3.894.50 

$4,355.20 , S8.957.35 
s3,ozg.m 56.23 1.20 

NIA SOO.O8 

NIA ' $0.77 
NIA 51.16 
NIA $1 .93 

NIA $6 18 
NIA SI236 
NIA $19.31 
NIA $38.62 
NIA 561.80 
NIA $88.84 

NIA $3.86 

511.25 Sl l .25 911.43 39.4 I NIA so 09 

NIA NIA NIA NIA NIA NIA 
NIA NIA N/A N/A NIA NIA 

so. IO E0.IO $0.50 $0.49 NIA fooo 
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BEFORE THE FLORIDA PuBLrc SERVICE COMMISSION 

DOCKETNO. 100330-WS 
ORDER NO. PSC-11-0544-PHO-WS 
ISSUED: November 23,201 1 

Pursuant to Notice and in accordance with Rule 28-106.209, Florida Administrative Code 
PAC.), a Preh-g Conference was held on Novmber 8, 2011, in Tallahassee, Florida, 
before Commissioner Ronald A. Brise, as &hearing Officer. 

APPEARANCES: 

D. BRUCE MAY, JR, ESQUIRE, Holland & Knight, LLP, Post Office Drawer 
810. Tallahassee, Florida 32302-0810 
On W o f  Aqua Utilities Florida, Inc. ( A m .  

PATRICIA A. CHRISTENSEN, ESQUIRE, Office of Public CounseI, d o  The 
Florida Legislature, 111 West Madison Street, Room 812, TalIahssee, Florida 

On behalf of the Citizens of the State of Florida (0x1 

DAVID S. BERNSTEIN, and KENNETH M. CURTIN, ESQUIRES, A h  and 
Reesc, LLP, 150 Second Avenue North, Suite 1700, St. Petersburg, Florid% 
33701 
On behalf of YES Communities. Inc. d/b/a Arredondo Farms (YES). 

JOSEPH D. RICHARDS, ESQUIRE, Pasw Counly Attorney’s office, Pssco 
County Board of County Commissioners, 8731 Citizens Drive, Suite 340, New 
Port Richey, Florida 34654 
On behalf of the Citizens o f Pasco Countv Ppasco Comhr) 

32399-1400 

CECILIA BRADLEY, E S Q W ,  O a c e  of the Attorney General, The Capitol - 
On behalf ofthe A m e v  General of the State of Florida fAG1 

RALPH R JAEGER LISA C. BENNElT, and LARRY D. m, 
ESQUIRES. Florida Public Service Commission, 2540 Shumard Oak Boulward 
Tallahassee, Florida 32399-0850 
On behalf of the Florida Public Service Commission ISM?. 

PL01, Tallahas~e, Florida 32399-1050 



ORDER NO. PSC-114544-PHO-WS 
DOCKETNO. 100330-WS 
PAGE 2 

MARY ANNE HELTON, Deputy General Counsel, Florida Public Service 
Commission, 2540 S h m d  Oak Boulevard, Tallahassee, Florida 32399-0850 
Advisor to the Florida Public Service Commission. 

I. CASE BACKGROUND 

on September 1.2010, Aqua Utilities Florida, Inc. (AUF or Utility) completed filing the 
minhnm filing requirements (MFRs) for its Application for Increased Water and Wastewater 
Rates (Application). The Utility requested the Application be processed using the proposed 
agency action (PAA) procedures. 

The Commission issued its PAA Order No. PSC-11-0256-PAA-WS (PAA Order) on 
June 13,2011. However, Ms. Lucy Wambsgan' and the Office of Public Counsel, lntewmors, 
timely filed their pmtests of portions of the PAA Order. Also, AUF and Pasco County (mother 
intervenor), timely filed their cross-petitions concmhg portions of the PA4 Order. Pursuant to 
Section 120.80(13)@), Florida Statutes (F.S.), any issue not disputed is deemed stipulated. 

By Order No. PSC-11-0309-PCO-WS (Order E s t a b l i i  procedure), issued July 25, 
2011. the Application was scheduled for formal hearing to be held November 29 and 30 and 
December 1, 7, and 8, 201 1, with a P r e h e d g  Conference scheduled for November 8, 2011. 
This Rehearing Order sets forth the agreements reached by the parties and the decisions W h e d  
by the Prehearing Officer for conduction of the formal hearing scheduled as set out above. This 
Order also lists those issues that were not disputed by the p d e s  and are deemed Stipulated 
pursuant to Section 120.80(13)(b). F.S. 

XI. CONDUCT OF PROCEEDINGS 

b t  to Rule 28-106.21 1, FAC., this Prehearing Order is issued to p v m t  delay and 
to promote the just, speedy, and inexpensive determination of al l  aspects of this case. 

JII. -N 
This Commission is vested with jurisdiction over the subject matter by the provisions of 

Chapter 367, Florida Statutes (F.S.). This hearing will be governed by said Chapter and chapter 
120, F.S., and Chapters 25-22, 25-30, and 28-106, F.A.C., as well as any other applicable 
provisions of law. 

' Ms. Wmbsgan subsequently withdrew as a parry. 
SeMct  H&gs were held in Gremacrcs (August 29,201 1); North Ft Mym (August 30.201 I); Sebring (August 

31.2011); Ovicdo (September 1,2011); Cainsrville (scptcmbsr 12.2011); Pelatka (September 13.2011): Eurtir 
(September 13,201 I): Chipley (September 16,201 I); NCW port R- (mtober 1 I, 201 I); and Lakcland (October 
12. a l l ) .  

2 
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IV. PROCEDURE FOR HANDLING CONFIDENTIAL INFORMATION 

hformation for which pmpi-ietary confidential business information status is requested 
p m t  to Section 367.156. F.S., and Rule 25-22.006, F.A.C., shall be !xated by the 
Commission Bs confidential. The information shall be exempt from Section 119.07(1), F.S., 
pending a formal d i n g  on such request by the Commission or pendmg return of the information 
to the person providing the information. If no determination of confidentiality has been made 
and the information has not been made a part of the evidmtiary record in this proceedin& it shall 
be returned to the person providing the information. If a determination of cotifidentiality has 
been made and the infomation vias not entered into the record of this proceeding. it shall be 
returned to the person providing the information witbin the time period set forth in Section 
367.156, F.S. The Commission may determine that continued possession of the information is 
necessary fm the Commission to conduct its business. 

It is the policy of this Commission that all Commission hearings be open to the public at 
all times. The Commission a h  recognizes its obligation pursuant to Section 367.156, F.S., to 
protect proprietary cordidential business information from disclosure outside the proceeding. 
Therefore, any party wishing to use any proprietary confidential business in fama th  as that 
term is defined in Section 367.1 56, F.S.. at the hearing shall adhere to the following: 

(1) When confidential information is used in the hearing, parties must have copies for 
the Commissioners, necessary &, and the court reporter, in red envelopes 
clearly marked with the nature of the contents and with the cxu~fidential 
information highlighted. Any party wishing to exmine the confidential material 
that is not subject to an order graating confidentiality shall be provided a copy in 
the sane fashion as provided to the Commissioners, subject to execution of any 
appropriate protective agreement with the owner of the material. 

(2) Counsel and witnesses ars cautioned to avoid verbalizing confidential information 
in such a way that would compromise confidentiality. Therefore, confidential 
information should be presented by written exhibit when reasonably possible. 

At the conclusion of that portion of the hearing that involves confidential information, all 
copies of confidential exhibits shall be returned to the proffering party. If a confidential exhibit 
has been admitted into evidenoe, the copy provided to the court reporter shall be d e d  in the 
Ofiice of Commission Clerk's confidential files. If such material is admitted into the evidentiary 
record at hearing and is not otherwise subject to a request for confidential classifidon filed 
with the Commission, the source of the information must file a request for confidential 
chsification of the i n f o d o n  within 21 days of the oonclusion of the hearing, as set forth in 
Rule 25-22.006(8)@), F.A.C., if continued confidentiality of the information is to be maintained. 

V. PREFILED TESTIMONY AND EXHIBITS :WITNESSES 

Testimony of all witnesses to be sponsored by the parties (and Staff) has been prefiled 
and will be inserted into the record as though read a f h  the witness has taken the stand and 
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armed the correctness of the testimony and associated exhibits. All testimony remains subject 
to timely and qropriate objections. Upon insertion of a witness' testimony, exhibits appended 
thereto may be marked for identification. Each witness will have the opportunity to orally 
Summarize his or her testimony at the time he or she takes the stand. Summaries of testimony 
shall be liited to five minutes. 

Witnesses are reminded that, on cross-examination, responses to questions calling for a 
shple yes or no m e r  shall be so answered first, after which the witness may explain his or her 
answer. After all parties and Staff have had the opportunity to cross-examine the witness, the 
exhibit may be moved into the record. All other exhibits may be similarly identified and entaed 
into the record at the appropriate. time during the hearing. 

The Commission ftequently administers the testimonial oath to more than one witness at 
B time. Therefore, when a witness takes the stand to testify, the attorney calling the witness is 
directed to ask the witness to affirm whether he or she has been sworn. 

The parties shall avoid duplicative or repetitious mss-examWon. Further, frieMuy 
cross-examination will not be allowed Cross+- ' 'on shall be limited to witnesses whose 
testimony is a d m e  to the per@ desiring to cross-examine. Any party condwthg what appears 
to be a friendly cmsszXaminaton of a witness should he prepared to indicate why that witness's 
direct testimony is adverse to its interests. It is noted that the Intervenors object to these 
provisions on "fiiendly cross-examination of witness-" and they may be re-examined at the 
commencement of the technical portion of the hearing. 

VI. ORDFROFWUNE SSES 

As a result of discussions at the prehearing conference, each witness whose name is 
preceded by an asterisk ( f )  will be excused h m  this hearing if no Commissioner assigned to this 
case seeks to cross-examine the particular witness. Parties shall be notified as soon as possible 
as to whether any such witness shall be required to be present at the hearing. The testimony of 
excused witnesses will be inserted into the record cis though read, and all exhibits submitted with 
those witnesses' testimony shall be identified as shown in Section M of this Prehearing order 
and be admitted into the record 

The parties have agreed that several witnesses may betaken on December 1.2011, iftho 
Commission agrees. Each witness whose name is preceded by a plus symbol(+) may be taken 
on a day certain. Parties shall be notified as soon as possible as to what date any such witness 
shall be required to be present at the hearing. 
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Witness 

+Diane Loughlin 

*Ryan Schwarb 

*Richard Lott 

Benjamin L. Piltz 

+Patricia Carrico 

+Tom Rautb 

+CaitlynEck 

+Gary P. Miller 

+Ginny Marie Montoya 

+Josie Penton 

+Danieia Sloan 

Kimberly Dodson 

+Je* S. Greenwell 

+Blanca Rodriguez 

*Rhonda L. Hicks 

*Kathy L. Welch 

Paul W. Stallcup 

Rebuttal 

Witness 

Denise Vandiver 

Earl Poucher 

Proffered By 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

Issues # 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

16 

14,24,26 

Proffered By 

OPC 

OPC 

Issues # 

1,2, 8,20,22,24,26.39 

1.2,24,26,39 
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Witness 

Stan F. Szczygiel 

Preston Luitweiler 

SuSanchambers 

William Troy Rendell 

Frank Seidman 

Suuulemental Rebuttal 

Witness 

Preston Luitweiler 

swan chembers 

William Troy Rendell 

VIL BASIC POSITIONS 

- AUF 

Proffered By Issues # 

AUF 1,2, 8,9, 10, 11, 14, 15, 16, 17, 
18, 19,21,22,23,24 (objected) 
and 25 
1,a 3, 10,39 AUF 

ALJF 1,2,39 

AUF 

AUF 

4,5,6,7, 12,13,20,24 
(objected), 26,27,28,29, 30,31, 
32,33,34,35.36.37,38 

4,5,6. 7 

Proffered By Issues # 

AUF 1,2,3. 10.39 

AUF 

AUF 

1,2,39 

4,5,6,7, 12, 13,20,24 
(objecled), 26.27.28.29, 30,31. 
32,33,34,35.36,37,38 

AUF currently operates 60 jurisdictional water utility systems and 27 
jurisdictional wastewater systems in the following Florida counties: A k h w  
Brevard, DeSoto, Hardee, Highlands, Lake, Lee, Marion, Orange, Palm Beach, 
Pasco, Polk, Putuam, Seminole, Smter, Volusia, and Washington. S i  rates 
were last established in Docket No. 080121-WS, AUF has invested over 11 
million dollars in capital to comply with Commission directives and applicable 
federal, state and local regulations. As a result of these investments and Am's 
ongoing quality control initiatives, including aesthetic water quality improvement 
projects, AUF's O V R ~  quality of service has improved significantly since the last 
late case. 

At the same time, despite ongoing efforts to control and reduce expenses, AUF 
has continued to experience significant declining rates of return which necessitate 
rate relief. The decision to seek rate relief was not an easy one to make, but was 
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required in order for A W  to maintain its financial integrity. The rate relief 
requested is not excessive; rather, it is the minimum required to enable AUF to 
provide adequate and efficient senrice. and an opportunity to earn a fair rate of 
return on its invesfment as provided law. 

A t h o w  AUF is not opposed to the implementation of the cap-band rate 
structrae set forth in the PAA Order, the Commission may want to mnsida a 
state-wide uniform rate to address some of the affordability concerns expressed in 
this case. The Commission has previously found that uniform rate structures 
would address af€ordability and fairness. 

AUF has requested two rate increases in less than a three year period and barely a 
month after the last requested rate increase had been in place for a year. AUF’s 
back to k k  rate increases are unfair and unreasonable, and will cause customers 
to pay d o r d a b l e  rates. Several issues have contributed to AUF’s unsustainable 
rate increase cycle. These issues are: AUF’s unsatisfactory quality of service, 
AUFs use of higher used and useful percentages than the systems require, AUF’s 
inclusion of pro forma plant adjustments in the test year for projects that have not 
been stsrted, and AUF’s requested increases in operating expenses that are too 
high and not justifiable. 

On the Commission’s website, the Commission’s mission statement states that it 
is committed to making sure tbat Florida‘s consumers receive some of their most 
essential services - electric, natural gas, telephone, water, and wastewater -- in a 
safe, affordable, and reliable manner. The Commission should exercise its 
regulatory authority over AUF in the key areas of rate basdemnomic regulation 
and service issues by finding that it pmvides unsatisfactory service at 
unafFordable rates. 

AUF’s customers have consistently testified at the customer m&@ held in 
October and November 201 0 and the Service Hearings held in August, September 
and October 201 1 regarding their dissatisfaction with AUF’s quality Of product 
and service. But for AUF providing a moilopolistio Service, based on the 
testimony rpceived customers, would be choosing another water and wastewater 
provider and AUF would be going out of business. In fact, customers have 
testified to installing wells to avoid paying AUF’s high costs. AUF customers 
have reported problem with the water quality and AUF has had interactions with 
the Department of Environmental protection (De) for 45% of its systems in the 
last three years. AUF customers have testified to numerous billing problems 
including high bills. back billing and malfunctioning meters. AUF has been under 
a monitoring plan since its last rate case, yet analysis of the customers’ testimony 
from the last two years show no marked improvement. Based on Am’s 
persistent quality of service problems, the company’s return on equity should be 
decreased by 100 basis points, which is consistent with past Commission 
practice. 
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NexZ has requested higher wed and useful percentages than are justiied by 
the amount of plant that it has in service for the current customer base. Higher 
used and useful pemntages result in rates that are higher than they should be. 
Given that Am's rates are some of the highest rates in Florida, the Commission 
should apply the correct used and useful percentages. In addition, all the pro 
forma adjustments for Lake Josephine Leisure Lakes, Peace River, and Sunny 
Hills should be denied if AUF cannot demonstrate it has M e d  c[mstruction or 
provide other relevant documentation. 

Moreover. AUF has requested operating expenditures that are too high and 
unjustified. AUFs affiliated allocation methodology, revenues, costs. and charges 
are significantly ovemtated. Fm Am's methodology has failed to charge its 
non-regulated affiliates appropriately, thereby causing AUF Florida's customers to 
pay higher than fair costs. Second, Am's affiliated costs are significantly higher 
than Florida's avemge costs for equivalent services. The PAA Ordw included 
adjustments for affiliated IT costs, incentive compensation, and salaries and 
wag= that should wntinue to be made. Based on Citizens' affiliate costs 
analysis, AUFs requested incrcase in affiliated costs should be denied in almost 
its entirety for a reduction of $976,845. 

AUF's requested rate case expse.  is also too high, While AUF has the nght to 
hire any attorney they want to represent them, AUF customers should not have to 
contribute more than the. average cost for engaging such an attorney in Florida. 
In addition, AUF bas failed to justify all of its rate case expense. Even though 
customers may receive some bcnefifs from having periodic rate c~ses to ensure 
rates are based on current costs, A W s  "pancaked" rate cases are too fresuent to 
justify the customers' bearing all of the rate case expenses. Therefore, the 
Commission should make Citizens' adjustments to rate case expense. 

AUF has used b i l l i  determinants that are too low. Due to customers' installing 
wells the projected revmue h m  the last rate case was 16% less than expected. 
Gven that the revenue shortfall was due to AUF's actions and its poor quality of 
service and product, the current customers should not be penalized. -fore, 
the billing determinants should be adjusted higher. Similarly, A W s  adions have 
caused higher costs that have resulted in increased bad debt expense. Thus. 
AUFs requested bad debt expense is too high. The Commission should use the 
appropriate three year average and exclude the test year period which is being 
tested. This will result in a reduction in bad debt expense of $3 10.8 16. 

Based upon Citizens' analysis of ALF's requested increases, A W s  requfSed 
used and useful percentages, pro foxma plaut increases and operating expen&- 
increases will result in rates that are not affordable within the meaning and intent 
of fair, just, or reasonable rates pursuant to Sections 367.081 and 367.121, 
Florida Statutes. These statutes require the ratemaking proms to produce rates 
that an fair, just, and reasonable. Even if the individual components would 
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- YES: 

otherwise be reasonable when reviewed in isolation, if the end result 
unaffordable rates, then further cost reductions must be made under the statutory 
constraint that rates must be fair. just, and reasonable. The Commission should 
make all of Citizens’ recommended adjustments resulting in mer reductions of 
approximately $2.3 million from the PAA Order which approved a $2.6 million 
increase. 

AUF is entirely undeserving of any rate increase. AUF’s quality of d c e ,  as 
defined in Section 367.081, Florida Statutes, is unacceptable. AUF provides poor 
quality water and wastewater service; commits predatory metering and billing 
practices against its customers resulting in exaggerated and inaccurate bills; 
employs rude and condescending customer service representatives; and fails to 
pmvide atfordable service. AUF exemplifies everything a utility provider should 
not be. Am’s application for rate increase should be denied and the Monitoring 
Program (the “Monitoring Program”) imposed by this Commission in Order No. 
PSC-09-0385-FOF-WS. Order No. PSC-10-0218-PAA-WS, and Order No. PSC- 
104297-PAA-WS should be contirmtd. - Pasco 

Counfv: Pasco County contends that the rate base, the net operating income (Nor), and the 
revenue requkment approved in Order No. PSC-114256-PAA-WS are 
overstated. Since the rate base, NOI, and the revenue requirement are overstated, 
the resulting rates are unjust and unreasonabl~. Moreover, the PAA Order 
approved ram are maEordab1e. Pas00 County protests the portions of the PAA 
Ordm relating to rate base. NOI, and revenue requirement areas and quality of 
Service and the other issues listed in the Office of Public Counsel’s Petition and 
&-hearing Statement. 

The Commission’s tinding of mugid quality of service provided by Aqua to its 
customers in the PAA Order should be set aside. Aqua’s qualily of service should 
be found to be unsatisfactory. The Commission should lower Aqua’s return on 
equity (ROE) by 100 basis points based on its I e s  than satisbtory quality of 
service. Pursuant to Sections 367.081 and 367.121, Florida Statutes, the 
Commission has the authority and duty to prescribe and fix just and reasonable 
rates and charges. Adjustment should be made to rate base, NOI, and revenue 
requirement to make the rates and charges just and reasonable for the customers 
of Aqua. 

The AG believes that the citizens of Florida deserve cleat& healthy water at a fair 
and reasonable rate. The testimony offered at the Public Hearings demonstrates 
that Aqua bas failed to meet these requirements. The testimony of its customas 
show that Aqua has not met the water quality standards, with numerous customers 
testifying that they m o t  drink the water or use the water to shower, wash 
clothes and dishes or give to their pets. 

I 
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Those who can afford the cost have put in filters or use bottled water. The 
customem who canwt afford these costs use as liMe water as possible, sometimes 
b a i n g  infrequently and only flushing the toilet when they have to. There was 
testimony from customers who collected bath water to flush the toilet and couples 
who used the toilet at the same time so they would only need to flush once. Some 
persons testified about having sewage back up in their toilets and tubs and one 
person testified that his plumbers eaced the sewage block to the Aqua pipes. 
Many customers testified of the problems with rude customer service and the 
hardships they endured when Aqua finally billed them for several months of 
service totaling hundreds or thousands of dollars. Many of these customers 
testified that they were told they must pay the bill in full immediately or enter into 
a payment plan with the repeated warning that if they were a "day late or a dime 
short, [Aqua] would turn off their water." 
Other customers testified that they could not afford the rates but when they tried 
to rent or sell their homes, the fact that Aqua furnished their water prevented them 
from getting any interat frum those looking to rent 01 buy. Some small business 
persons testified that they were having trouble with theii rental propertitS because 
the renters were unable to afford the Aqua bills despite the fact that were 
trying to use as little water as possible. Many customen testified tb the number of 
water heaters, coffee posts and other appliances that had to be replaced because of 
the water. In summary. many customers cannot afford or otherwise decide not to 
use the Aqua water. 

S W s  positions are preliminary and based on m a t d s  filed by the parties and on 
discovery. The preliminary positions are offered to assist the parties in preparing 
for the hearing. Staffs final positions will be based upon all the evidence in the 
record and may differ from the preliminary positions. 

- STAFF: 

VIII. ISSUES AND POSITIONS 

OUALlTY OF SERVICE 

ISSUE 1: What is A m ' s  quality of Savice? 

POSITIONS 

m: The quality of service provided by AUF is good and has significantly improved 
since the last rate case. In 2009, the Commission granted AUF rate relief and 
found that the quality of service was marginal for A m ' s  systems that are part of 
the current rate case. Since that time, the Commission and its Staff have clo€dy 
monitored AUF's q d t y  of Service. At no time during this two-year monitoring 
Mod has the Commission or its Staff found AUF's quality of service to be 
unsatisfuctory. In fact. the Commission has found that "preliiw results show 
substantial improvement in A m ' s  customer service." See Order No. PSC-10- 
021 8-PAA-WS (emphasis added). AUF is committed to providing quality service 
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- OPC 

to its customers and has made substantial investment in order to improve service 
quality, including ongoing water quality improvement projects that have 
h p v d  the aesthetic quality of the water. (Luitweila, Chaxnbm, Rendell) 

Am’s overall quality of d c e  is unsatisfactory. AUF has on-going poor water 
quality issues, billing problems, and poor customer service. Despite an on-going 
mollitD& program, AUF still has pistent, deeply embedded poor quality of 
service issues in Florida As testified to by AUF’s customers at the service 
hearingsandsummand . by OX’S witnesses, water quality. billing pbiems  and 
poor custom= service are the mainpblems. And the testimony confirms that no 
significaut improvements have been made. 

AUF’s quality of service pmblems af€cct all of its systems, which were found to 
have ”marpinal” quality of service in the fast rate case (Docket No. OSOlZl-WS) 
with the exception of the Chuluota system. In the prwiouS rate case (Docket No. 

unsatisfactory and remains usatisfactory today. However, since the Chuluota 
system is not part of Aqua’s Petition for rate increase in the current docket 
(100330-WS), it should not be included in the Commission’s decision in this 
docket on the quality of service. 

Customers at the customer meetings held in October and November 2010 
wmplained about the poor quality of the plant maintenance, including unkempt 
property. odors from plant facilities, l i e  breaks, and malfunctionhg lift Station 
alarms. They also complained about poor customs service relating to rude 
customer service representatives, W i g  problems, and difficulties in mhw a 
Company representative in an emergency situation. Despite the Company bcing 
under a Monitoring Plan during the historic test year, the customer complaints did 
not decrease significantly in 2010. only 19% when w m p a d  to the previous year. 

During the Service Hearings held in August, September and October 2011, the 
customers still complained abut  the poor quality of plant maintenance, water 
quality, and customer service. Based on the customers’ testimony at these 
hearings billing issues (including back billing, high bills, and malfunctionhg 
meters) are a significant problem. Customers should be able to rely on accurate 
and timely b i l l i i .  AUF has failed to have any meaningful plan or procedure to 
deal with the high bill issues. Awarding to the Commission’s complaint records, 
16 customers were back billed for over one year of service in violation of Rule 
25-30.340, PAC.  Am’s  back billing procedures are noncomphnt with the 
applicable regulations. and AUF should be required to implement proccdurcl that 
fully compty with the Commission’s rules. 

While some of AUF’s systems offer water thal is usable for its intended purposcri, 
many systems provide water that is of such poor quality that customers have to 
purchase bottled water for drinking and cooking. Specially, customers at the 

080121-WS), the Chuluata systan’~ quality of Service WBS f o l d  to be 

. .  
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E d s ,  Oviedo, Palatka Gainesville, Sebring, and New Port Richey service 
hearings testified that the water is unusable. They testiijed that thek water 
smelled, tasted bad, and left residue. Of particular co- are the customer's 
c o m p l h  regarding the lack of timely boiled water no?ices and timely response 
to leak hazards which increase the potential for health problems. 

Moreover, AUF's systems have on-going issues with DFP. Over the last three 
year years, AUF has had multiple DEP compliance issues. The o v e d  view of 
AUF's systems related to DEP show persistent water quality problems. Since 
2007, AUF has had 26 primary water quality violations, 20 total coliform 
violations, 15 secondary violations and 15 violations for late or not reported 
parameters. Over the last 18 months (January 2010 through July 201 l), AUF has 
continued to have DEP violations: 3 Primary water violations, 6 total coliform 
violations, 2 secondary violations, and 1 violation for late or not report 
parameters. The AUP waste- system have been out of significant 
compliance 39 times since 2007. And over the last 18 months (January 2010 
through July 201 I), AUF has been out of significant complience 1 I times. Over 
the last three years, DFP has identified 183 instances where the Company kmed 
boil water notices. Contrary to the Company's self reporling that customQs 
received timely notice of these boil water inciience. multiple customers testi6ed 
that they neved saw nor received a notice from the utility. Many customers 
W e d  that they only rcceived a stop boil water notice, and never di that a 
potential health hazard event had even o d .  (Woodcock, Vandiver, Poucher. 
Disnukes) 

Unsatisfactory. (Kun, Harpin. h y ,  Starhg, Green) 

pasco 
coantv: Aqua's quality of service is unsatisfactory. Over the last few years. the County 

has received numerous complaints from Aqua customers regarding poor qdl ty  
service, poor wakr Mity and exorbitant rates. Aqua has failed repeatedly to 
properly and fully infom its customers of requid boil water orders in the 
Jasmine Lakes and Palm Tenace service areas. A survey completed by 340 
customers h m  the Palm Terrace and Jasmine Lakes service indicate that Aqua 
has been inconsistent in notifying customem of the need to boil water. According 
to the surveys, 137 customers stated that they never received any form of boil 
water notice; 78 received notice via letter size piece of paper and 92 received a 
door hanger. Only 17 received a phone call from Aqua. (Mariano) 

- AG: Aqua's quality of service is unsatisfactory. 
htmve-ners that Aqua has not met $he staudard on this issue. 
position state men^ 

The AG agrees with the other 
See the AG's 

- STAFF No position pending further development of the record. (Ail Staff W1tnaSes 
except Welch and Stallcup) 
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ISSUE 2 What, if any, additional actions should be taken by the Commission based on 
AUF’s quality of service? 

POSlTIONS 

.-* . OPC. 

The q d t y  of Senice provided by AUF i s  good and bas significantly improved 
since the last ca%. No M e r  action should be- taken by the Commission For 
over two yeam now. Am’s sewice quality has been the focus of a rigorous and 
u n p d d  review by the Commission, its staff; the OPC, and other parties. 
AUP has timely complied in all respacts with the monitoring reporting 
requirements imposed by the Canmission and, in so doing, has incurred 
significant costs. The results of that monitoring clearly show that AUF has good 
customer service and consistently complies with mviroumental requirements. 
The evidence also shows that AUF has been proactive in establishing quality of 
service performance goals to ensue that its good customer service will be 
maintained into the fitme. Additional monitoring is unnecessary and would not 
be cost-efktive. Moreover, O X ’ S  recommendation to penalize AUF with a 
return on equity reduction is unwBTzBnted, and if adopted. would result in 
confiscatory rates. (Luitweiler. Chambers, Rendell) 

The Commission should reduce AUF’s ROE 100 basis points for its 
unsatisfactory service. Also. a Monitoring Plan should be reinstituted to address 
the quality of service probIems regarding water quality, billing problems, and 
customer service. 

Based on the testimony at the Service Hearings in August, September and 
October 2011, comments received at the customer meetings in Octobez and 
November 2010, customer mrrespondencc, and DEP reports, Florida customers 
are not getting an adequate quality water product or service that they me paying 
for even though they pay some of the highest water rates in the state. Not only is 
the water quality for many systems unsatisfactory, the customer service and 
billing is also unsatisfactoIy. The Commission should reduce AUF’s ROE 100 
basis points for its Unsatjsfactoq product and service. 

Section 367.111(2), Florida Statutes, provides that a public utility shall provide 
service an& 

. . .such seMce shall not be less safe, less dficicnt, or less 
sufficient than is consistent with the approved engineering design 
of the system and the reasonable and proper operation of the utility 
in the public interest. If &e Commission finds that a utility has 
Sled  to provide its customers with water or wastewater seMce 
that meets the standards promulgated by the Department of 
Environmental Protection or the water management districts, the 
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commission may reduce the utility\ return on equity until the 
standards are met 

While the Commission is not l i m i t e d  to only situations where the company has 
failed to meet DEP stan&&, there is suEcient evidcn~e in this case to find that 
AUF has failed to provide over the course of many years quality water that 
consistently meets the DEP standards. 

In Am’s last rate case, the Commission reduced AUF’s ROE by 25 basis points 
for its marginal service for aIl systems except the Chuluota sysfem which was 
reduced 100 basis points for its unsatisfactory service. Based on the 
Commission’s concerns. a Quality of Savice Monitoring Plan was implemented. 
The Commission has a history of reducing ROE for poor customer service 
includiug a 1% or 100 basis point reduction for Pine Island Utility and 
Consolidated Utilities Company, 50 basii points for Aloha Utilities and Ocean 
Reef Club, and a 25 basis point duction for Southem States Utilities (the 
predecessor for most of the AUF systems). Given AUF‘s on-going, and persistent 
poor quality of service in both product and customer service, AUF’s ROE should 
be reduced by 100 basii points. 

In a competitive market, the Company would have lost customers due to its poor 
customer senice. In fact, some customers have testified that they have installed 
wells, significantly reduced their usage and in extreme ciiMmstancts sold or 
abandoned Wi homes, all because of the poor quality of product and service 
provided by AUF. Other custmncrs testified that they caunot sell homes in part 
due to the Company’s reputation for poor water quality, high bills and poor 
customer service. Many AUF customers have done evgything they can to 
signal to the company their dissatisfaction short of not buying AUF’s ploduct Or 
service which they wnnot do since this is a monopoly service. Despite the 
customers’ o v d  dissatisfaction with its senice, AUF has not done enough to 
improve its product or service to change thek customer’S Opinion 
Unfortunately a 25 basis point deduction to its ROE for most of its system was 
not sufficient to get the Company to significantly i m p v e  its product and 
quality of service such that they would be acceptable to the customers. 

A reduction of 25 basis points amounts to a reduction in revenue of less than 
$90,000 on a combined basis, which is less than .01 percent of AUF America’s 
2010 total revenue and .6 percent of AUF Ho~da’s 2010 total revenue. In 
contrast, a 100 basis point r e d d o n  would be approximately 2.6 percent of AUF 
Florida’s total revenues, but would still be only .05 percent of Aqua America’s 
total revenue. The reduction of a 100 basii point is necessary to effect the 
change in AUF’s behavior that is long overdue without d g  financial 
jeopaniy. (Woodcock, Vandiver, Poucher. Dmukes) 
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yEs: AUF W d  be denied any rate increase. Further, the Monito~ing Program should 
be continued (Km Jhtpii Gray, starlfn!& Green) 

Pasw -. - The Canmission should lower Aqua’s rx!&m on equity (ROE) by 100 basis points 
because of its less than satidactmy quality of smice. (Mariano) 

The C0mmiSSion should lower Aqua’s return on Csuity (ROE) by 100 basis points 
because of its i s s  than satisfactory qualii of service. 

No position pending fiather development ofthe record. 

- A G  

STAFF: 
RATEBASE 

ISSUE 3: What is the appmpriare mount of pro forma plan?, and related depreciation and 
property taxes, for fhe followiq specifk protested pro forma plant proj- 
Breeze Hill WaSewakr I&I Project, Lake J o s p h h e  and Sebring Lekes AdEdge 
Water Treatment P r o M  Leisure Lakes AdEdge Wafer Trtatmart Project; Peace 
River Water Treatment Project; Tomoh View Twin Rivers Watcx TrcawCnt 
PIant Tank Lining Projta; Sunny HUs Wate~ System Water Tank Repleoement 
PrPjM 

POSITIONS. 

- AUF: ThC approdate amount of pro forma plant, and reladed +i&m and pmperty 
taxes, for the fokwiag specific protested pro forma plant projects: Breeze Hill 
Wastemtkr I&I Project, Lake Josephine and Sebring I.&- Ad@e Water 
Treahnent Project; L e i  Lskes AdEdge Water Trestment Project; Peace River 
Water Treatmen! Pmjw Tomoka Twin Rivm Water Treatmenr Pfem Tank 
Lining Project; Sunny Hills Water System W&r Tank Replacement Project are 
set forth below 
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Funding Project Dcfaiption RoF- 
Additions 

Depr- Prop 
TSX 

Exp 
Inm 

Scumday M e r  hwt - Scbring Lakes - 
Lake Josephine 373,354 16,988 5,703 

Sccondmy water quality -Leisure 
Lakes 105,799 4,814 1,616 
Gross alpha tr-t - Peace River 235.392 10.710 4,076 
Additional Stmage - Sunny Hi& W 267,885 7,662 4,487 

Protested Pro Forma Plant Total 1,108,661 43285 18216 

(Luitweiler) 

A proforma plant project should not be included in this rate poceeding if the 
physical c o m o n  of the project has not begun. Even though a project has 
been planned and equipment purchased, the project for any number of reasons 
might not be constructed as pbnned or even constructed at all and placed into 
service. To date, construction has not begun on the Lake Josephine/sebring 
Lakes W a b  Treatment Project and the Leisure Lakes Water Treatment F'rojecL 
Construction has begun on the other protested proforma projects. and therefore, 
the proper documented costs should be included for recovery in this proceeding. 
These projects include: Breeze Hill Wastewater I&I Project, Peace River Water 
Treatment Project, Tomoka Twin Rivers Water Treatment Plant Tank Lining 
Project and the Sunny Hills Water Systems Tank Replacement Project 
(Woodcock, Dismukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

- OPC 

- YES: 

PaSeO 
Conntv: 
- 

Pasco County adopts and incorporates by reference the position statement of the 
Oace of Public Counsel for this issue. 

The AG concurs with the Office of Public COMsel. 

For non-testifying Staff. the following table reflects staffs recommended plant 
amounts for AUF's protested pro forma plant projects. 

- AG: 

STAFF: 
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In addition, for non-testifying Staff, the following table reflects staffs 
corresponding adjustments to accumulated depreciation, depreciation expense, 
and property taxes. 

e Water Trcabocnt 

ISSm4: What B T ~  the appropriate used and useful percentagesand the associated 
composite used and useful percentages for the followiag specific ptested water 
treaimmt and dated facilities of h d o n d a   estate^, Arredondo Farms, Breeze 
Hill, Carlton Village, East Lake HarridFriendly Center, Fern Terrace, Hobby 
Hills, Interlacheflark Manor, Lake JosepWSebring Lakes, Picciola Island, 
Rosalie Oaks, Silver Lake EstateslWestem Shores, Tomoka View, Twin fivers, 
Venetian Village, Welaka, and zephyr Shores? 

POSITIONS 

- AUF: The appropriate used and useful v n t a g e s a n d  the associated composite used 
and useful percentages for the following specific protested water treatment and 
related facilities are as follows: 

Arredondo Estates 
Amdondo Farms 
BreezeHill 
Carltou Village 
Enst Lake Harriflriendly Center 
Fairways 

100.00 
100.00 
100.00 
.95,00 
100.00 
100.00 
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Fern Terrace 
Hobby Hills 
lnterlachenlpark Manor 
Lake JosephindSebring Lakes 
Picciola Island 
Rosalie Oaks 
Silva Lake Estateslwestem Shores 
Tomoka View 
Twin Rivers 
Venetian Village 
Weiyelalia 
Zephyr Shores 

100.00 
IOO.00 
100.00 
85.00 
75.00 

100.00 
94.00 

100.00 
100.00 
74.00 
80.00 

100.00 

(Rendell. Seidman) 

The proper calculation of the U&U percentages for water treatment and storage 
plant should be based upon the requimne-nts of Section 367.081(2Xa). Florida 
Statutes. and Commission Rule 2530.4325. F.A.C. 

The U&U percentage of utiKty plant should be re-evaluated in each rate 
proceeding in order to account for changes to utility plant and dungs to 
custome-r growth and usage of utility facilities. Over time there can be m a t e d  
changes in the growth of the service area, bow the system is operated, and the 
usage patterns of the customer base. There also may be new or different 
Mormation submitted in the MFR’S that corrects inacuuate information from a 
prior case. 

The growth allowance in the U&U calculations relies upon some projection of 
historical five year data. Since the five year historical data will change, it is not 
unreasonable to expect that this growth allowance will change &om rate case to 
rate case. This will sometimes increase the U&U percentage. and sometimes 
decrease the U&U percentage. However, the change in system growth should be 

or not the change increases or decre~~es the U&U percentage. 

Commission Rule 25-30.4325 (2), F.kC., requires the C0mmiSSion’s U&U 
evaluation of water treatment and storage facilities to consider whether flows 
have decreased due to conservation or to reduction in the number of customers. 
staff has relied upon this d e  to justify not adjusting flows down, which would 
produce a U&U percentage lower than the previous order. Ignoring a decrease in 
system flow data does not effectively cap- the portion of the system that is 
actually serving customers. Capacity that is not used BS result of a decline in 
customer usage should not be considered U&U. because it is no longer providing 
srrviceto customers. 

- OPC: 

evaluated in e v q  rate case and incorporated into the U&U calculations, Hmether 
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Co-ion Rule 25-30.4325 (4), F.A.C.. provides that water treatment plants 
should be considered 100% U&U ifthe service territory the system was designed 
to serve is built out and there is no apparent potential for expansion of the 
service territory. Staff has soetched the interpretation of this rule beyond its 
reasonable limits in determining systems to be 100% U&U which are not built out 
and where a potential does exist for expansion of the service territory. 

If a system is served by a single well that is greater than 150 gpm, and the 
calculated U&U percatage is less than 75%, the Commission should utilizc an 
alternative calculation, as permitted by Commission Rule 25-30.4325 (3), F.A.C. 
For these few systems (four), the Commission should recognize the actual U&U 
of the treatment facilities, so that the cost of the significant stranded treatment 
capacity is not borne by the ratepayers. 

For two systems, Silver Lake Oaks and Lake JosephinelScbring Lakes, OPC does 
not recommend a fire flow allowance because there me insufficient hydrants in 
the system to provide mmpletc coverage or the lines are undersized to provide 
fire flow. 

Consistent with the requirements of Section 367.081(2)(a), Florida StaMes, and 
Commission Rule 2530,4325 (3). F.A.C., the calculated U&U should be used for 
system that are built out but have a calculated U&U percentage of less than 75%. 
This gives recognition to the fact that there is a large amount of stranded capacity 
in these systems that will never provide senice to the customers. 

Properly applying the resuipements of Section 367.081 (2) (a), Florida StaMes, 
and Commission Rule 25-30.4325, F.A.C., results m the foUoWing U&U 
percentages for the protested systems: 

a. Arredondo Estates -80% 
b. Arredondo Fanns -61% 

d. Carlton Village - 91% 
e. East Lake HanidFriendIy Center - 41% 
f. FnmTenrrct-6Ph 
g. HobbyHills-41% 
h. Interlacheflark Mawr - 76% 
i. 
j. Picciola Island - 56% 
k. Rosalie Oaks - 12% 
1. 
rn. Tomoka View - 43% 
n. TwinRivers-24% 

C. Breez~ Hill - 26% 

Lake Josephtre/Sebring Lakes - 25% 

Silver Lake Estates/ Western Shores - 74% 
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0. Venetian Village - 63% 
p. Welaka-74% 
q. Zephyr Shores - 26% 

Woodcock, Dismukes) 

- YES: 

PIISCO 

Yes defers to the office of Public Counsel's position on this issue. 

- 
P a s c ~  County adopts and incorporates by reference the position statement of the 
Office of Public C o d  for this issue. 

The AG concum with the OEce of Public Counsel. 

No position pending further development of the recard. 

What at the appropriate used and usel l  percentages and the associated 
composite used and nseful pacentages for the following specific protested water 
distribution systems of Arredondo Estates, Beecher's Point, Breeze Hill. Gibsonia 
Estates, InterIachcdPark Manor, Kingswood oakwood, Orange HWSupar 
Creek Palm Port, Palms Mobile Home Park, Peace River, Piney W o d ,  
Ravenswood, River Grove, Rosalie Oaks, Silver Lake EstatesMrestem Shorts, 
Silver Lake Oaks, Skycmt, Stone Mountain, Sunny Hills, The Woods, Twin 
Rivers, Venetian Village, Village Water, Welaka, and Wootens? 

- AG: 

w: 
ISSUE5: 

POSITIONS 

- Am: The appropriate used and useful percentages and the associated composite used 
and usefulpercentages for the following specific pmtestd water distribution 
systems are as follows: 

Amdondo Estates 
Beaher's Paint 
B- Hill 
Gibsonia Estates 
JntedachedPark Manor 

Oakwood 
Orange HilVSugar Creek 
Palm Port 
Palms Mobile Home park 
Peace Rivef 
Piney Woo& 
R a V ~ S W O O d  

Kingswood 

100.00 
100.00 
100.00 
100.00 
83.00 

100.00 
100.00 
100.00 
100.00 
88.00 

100.00 
100.00 
100.00 



ORDER NO. PSC-I 14544-PHO-WS 
DOCKETNO. 100330-WS 
PAGE 22 

River Grove 
Rosalie Oaks 
Silvcr Lake EstatedWestm Shores 
Silver Lake Oaks 
skyce 
Stone Mountain 
Sunny Hills 
The Woods 
Twin Rivers 
Venetian Yillage 
Village Water 
Welaka 
wwtens 

(Rendell, Seidman) 

100.00 
100.00 
100.00 
87.00 

100.00 
54.00 
13 .OO 
76.00 

100.00 
85.00 

100.00 
52.00 
66.00 

The U&U prrcentage of water distribution systems should be calculated 
according to the concepts presented in Issue 4, and should be re-evaluated for 
each new rate case to produce the most accurate percentage. The percentage 
should not be inappropdately rounded up, but only rounded to the nearest full 
single percentage point This level of accuracy avoids overstating, and in some 
cases, grossly overstating the U&U percentage of treatment facilities. 

Generally, the U&U percentage should be the fiaciion of the total number of lots 
with active cuntomers over the total number of lots w e d  by the wrder 
distribution system. If the service- territory includes commercial or mult i - fdy  
customerq a comparison shoald be made of the active number of customers to the 
total number of customers to be served by the water distribution system at 
buildout, based upon the service area maps provided in the MFR's. 
The proper U&U pacentages for water distribution plant for the protested 
systems are as follows: 

a Arredondo Estates - 90% 
b, Beech& Point - 58% 
C. Bree~eHiU-92% 
d Gibsonia Estates - 84% 
e. InterhchedF'ark Manor - 79% 
f. Kingswood - 98% 
g. oakwood-98% 
h. Orange HiWSugar creek -94% 
1. 
j. Palm Port - 94% 
k. PeaceRiver-79% 
1. Piney Woods - 89?h 

Palms Mobile Home Park - 79% 

_. . . . . 



. .  . .  
. .  . .  . I 

Rwenswood 4 8 %  
River *e - 99% 
Rode Oaks - 80% 
S i l v c r L a l c e ~ ~ & s h o n s - 8 8 %  . . " 

Sihrcr LaLC Oaks- 83% 

. .  

. 
. .  
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75.00 

100.M) 

.100.00 
58.00 
106;00 

..lW.O0. 
. .  . .  42.00 

100.00 
1w.00 '' ' 

49.00 . .  
100.00 .. 

I00.M) 
lO0.00 
79.00 

.. 100.00 . .  

39.00 

(Rendell, Seidman) 

The proper calculation of the U&U percentage for w e s t e w  trestment plant 
of Section 367.081(2) (a),Florida ststua?s should bc based upon the 

and.commission Rule 25-30,432, F.A.C. l k  U&U p e w  should be 
caleuhd in accordrmce with the co~lcepts presented in Issue 4, and should be 
updated and n-cvsluatcd to ~ccoutd for any changes to the plant, or its opcnrtiaq 
and for customer growth or usage. These &anges should be incorporated mto the 
U&U calculation whether they result in an increase or aerreaSe in the U&U 
V e g e .  
When the collection qstem is not built out it is not proper to decm the wacrtewater 
treatment plmt to be 100% U&U, especially when the actual U&U percentage of 
the wastewater treshnent plant is significantly less than 100% U&U. Even for 
systems that are Wit ouf with no poreatial for expansion, if the actual U&U 
percentage is less that 75%. the actual calculateh U&U percentage should be used. 
To do otbawise would farce the cust~mers to bear the. full cost of the signiAcant 
stranded wastewater treatment capacity. not used and useful m providing service 
to c w a  contrary ro &e requkmmts of W o n  367.081(2Xa). Florida 

The p p e r  U&U pacentages for the protested wsstavater trratment facilities are 
as f O l l o W s i  

a. ArredondoF--66% 
b. Breeze Hill- 24% 

d. FloridaCcntral CommemPark-41% 

- 0% 

0. Fak"aj'S-4Wm 
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e. 
f. 
8, 
b. 
i. 
j. 
k 
1. 

n. 

P. 
q. 
r. 

t 

m. 

0. 

s. . 

Holiday Haven - 62% 
JungreDcn-37% 
IChgs Cove - 46% 
LeislneLeLcs-32% 
MomingviCW - 33% 
Palm Port - 5 IYO 
PW Riva - 56% 
Rosslic Oaks - 50% 
Silver Lakc Oaks - 34% 
southseap-40% 
S d t  h- 36% 
S~rmy Hills - 23% 
VatenCia Tena~e  - 40% 
Venetian Village - 4% 
v i i  Water - fi4% 
TheWOOdS-62% 

YES: -. 

(Woodcock-4 

Yes defers to the Wce of Public Counsel's position on this isSne. 

- A G  

STAFp: 

The AG wncms with the Oace of Pubk Counse~. 

No position pmding Wtx development of the record. 

ISSUER What are the appropriate used ami useful PerOentagEs and the associated 
oompositc lcJed and usefidperoentages for the following specific protcskd 
wastewater collection systems of Bcecher's Point, Brene Hill, Pairways, Holiday 
Haven, Jungle Den, Peace River,' Rode Oaks, Silver Lake Oak% Sunny Hills, 
The Woods, and Village Water? 

Beechrr's Pomt 
Brseza Hill 

Holiday Haven 
PainvayS 

i 00.00 
100,Oo 
100.00 
15.00 



. .  
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POSITIONS 

AUF: - 

ope: 

- YES: 

- Pasco 
Coune. 

~ -- AG- 

' STAFF: 

ISSUE 9: 

POSITIONS 

- AUF: 

- OPC 

yEs: 

Pasco 
Countv: 

AC: 
STAFF: 

ISSUE lo: 

The appropriate amount of deferred rate case expense should be updated to 
include the revised rate case expense addressed in the Rebuttal Testimony of Stan 
Szczygiel. (Szczygiel) 

De- Rate Csse expense should be reduced by $132,500. 
DiSmUkeS)  

(Vandiver, 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by refmnce the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs 4 th  the office of Public Counsel. 

Yes. Consistent with Commission practice, the simple average balance during the 
&year statutory amortization period of the commission approved rate case 
expense amount for the instant case should be included in the working capital 
allowance. 

what is the appropriate Working Capital allowance? (Fallout Issue) 

This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel) 

Working capital allowance should be reduced consistent with OPC's 
mxmunended adjustments. This results in a r e d d o n  of $733,753 to water 
working capital and $205,108 to wastewater, for a total adjustment of $938,861. 
(Disnukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

The appropriate amount is subject to the resolution of other issues. 

What is the appropriate rate base for the April 30.2010. test year? (Fallout Issue) 
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POSITIONS 

-* AUP This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel, Luitweiler) 

- OPC 

yEs: 

Rate base should be reduced consistent with OPC's recommended adjustments to 
Used and Useful and Pro Forma Plant Adjustments. This results in a rtduction of 
$1,882,840 to water rate base and $3,541,976 to wastewater rate base for a total 
reduction of $5.424.8 16. (Dismukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco 
County: 
- 

Pasco County adopts and incorporates by reference the position statement of the 
Oace  of Public Counscl for this issue. 

- A G  

STAFF 

COST OF CAPITAL 

ISSUE 11: 

The AG concurs with the Office of Public Counsel. 

The appropriate amount is subject to the resolution of other issues. 

What is the appropriate amount of accumulated deferred taxes to include in the 
capital structure? (Fallout Issue) 

POSITIONS 

-' AUF. 

- OPC 

- YES: 

This is a fall out calculation issue subject to the resolution of the other protested 
issues in this proceeding. (Szczygiel) 

Accumulated deferred taxes should be r e d u d  consistent with OPC's 
recommended adjustments. (Dismukes) 

Yes defers to the office of Public Counsel's position on this issue. 

pluco 
Coon@ Pasco County adopts and incorporates by reference the position statement of the 

office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

The appropriate amount of accumulated deferred taxes is dependent on further 
development of the record and is subject to the resolution of other issues. 

-* AG- 

STAFF 
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ISSUE 12: What is the appropriate Commission-approved leverage formula to use in the 
case? 

TYPE:’ AUF and staff agree that the appropriate leverage formuh to w is 
the leverage formula in e f f d  when the Commission makes its final decision. 

ISSUE 13: What is the appropriate weighted average cost of capital including the proper 
components, momts and cost rates associated with the capital structure? (Fallout 
Issue) 

POSITIONS 

- AUF: This  is a fall out calculation issue subject to the resolution of the other protested 
issues in this case. (Rendell) 

-- YES. 

The appropriate weighted average cost of capital including the p p e r  
components, amounis and cost rates &ssociBtcd with the capital shucture should 
reflect OPC’s recommended adjustments. 

Yes defers to the Office of Public Counsel’s position on this issue 

- Paseo 
Countv: Pasco County adopts and incorporates by reference the position statement of the 

Ofiice of Public Counsel for this issue. 

The AG concurs with the mce of Public Counsel. 

The appropriate weighted average cost of capital, and proper components, is 
dependent on further development of the record and is subject to the resolution of 
other issues. 

- AG: 

SlMF 

NET OPERATING INCOME 

ISSUE 14: 

POSITIONS 

What are the appropriate billing detewikmts for the test year? 

- AUR: The appropriate test year billing determinants to be used are those contained in 
the MFRS and billing analysis fled in this rate case. Thus, no adjustments to 
annualized test year revenues are appropriate. (Szczygiel) 

-- OPC. Test year revenue should be increased to reverSe the test year impact of reduced 
usage that is either due to the Company’s high rates, poor customer service, or 

A Type B Stipulation is one whae the Utility and Staffagree, and me lntavcnws take no positim 3 
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factors beyond the control of the customers. The test year revenue should be 
increased by $372,925. 

Test year revenues have decreased by 16 perwnt below the Commission's 
repressed consumption calculations in the last rate case. According to the 
Company, the majority of the reduced consumption was due to the unanticipated 
installation of a large nmber of private irrigation wells in its service areas. Only 
h a monopoly situation would it be Unanticipated that customess would stop using 
a service when the pricing got beyond the ability of the customer to pay. 

Moreover, the reduction in consumption due to customer financial hardship, the 
unreasonably high rates, and poor quality of service are f-rs largely beyond the 
control of the customers and are more in the control of the Company. Inherent 
risk for any company is the loss of revenue due to reasons like economic 
downhrms, competition, conservation, and alternative suppliers. The ROE 
includes a component to compensate the stockholders for risk. It would be unfair 
to the customers to make the Company whole for lost revenue due to reduced 
sales, under the current circumstaeces. If the Commission requires the customers 
to bear the risk of lost revenue, then this shift in risk should be reflected in a 
reduotion to the ROE. 

Since the increased reduction in consumption has beon caused by the direct 
actions of the Company which have resulted in the high rates and p r  customex 
service, the customers should be held harmless. Test year revenues should be 
increased by $372,925. (Dismukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

- Paseo 
&&: Pas00 County adopts and incorporates by reference the position statement of the 

Office of Public Counsel for this issue. 

The AG concurs with the 05ce of Public Counsel. 

No position pending evidence adduced at the hearing. (Stallcup) 

What is the appropriate amount of test year mu~ues? (Fallout Issue) 

- AC. 

STApF: 

ISSUE 15: 

POSITIONS 

- Am: The appropriate test year billing dete- to beused are those contained in 
the MFRs and billing analysis fded in this rate case. This is a fall out calculation 
subject to the resolution of Issue No. 14. (Szczygiel) 
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.. 

opc: The amount of test year revenues should be consistent with OPC’s recommended 
adjustments. This results in water test year revenues of $8,756,984 and 
wastewater test year revenues of $4,784,757. (Dismukes) 

Yes defers. to the Office of Public Counsel‘s position on this issue. - YES: 

P- - 
Pasco County adopts and incorporates by refaence the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. - AG: 

STAFP: 

ISSUE 16: 

The appropriate amount is subject to the resolution of another issue. 

Should adjustments bt made to the allocation methodology used to allocate fosts 
and charges to ALJF by Aqua America, bc. snd its affiliates? 

POSITIONS 

- AUF: No. The allocation methodology is a fair, reasonable and accurate method to 
allocate costs and charges to AUF by Aqua America, Inc. and its afliliates. In this 
case, AUF uses the same allocation methodology that was thoroughly analyzed, 
reviewed, and approved by the Commission in AUFs last rate case in Dockel NO. 
080121-WS. Furthermore, no Witness appears to have challenged AUFs 
allocation methodology in this case. (Szczygiel) 

Yes, Aqua America should be required to allocate common costs fo its non- 
regulated Cperations so that its reguIa!ed opedons including AUF do not 
subsidize the non-regulated operations. 

Given that a l i a t e  transactions are not arms length dealings, the Commission has 
an obligation to cIosefy sautinize cost allocation techniques and methods of 
charging affiliates to ensure that the company’s regulated operations are not 
subsidizing the non-regulated operations. The standard for reviewing affiliate 
transactions is stated in GTE Florida Inc. v. Deaso n, 642 So. 2d 545 (Fla. 1994). 
In the case, the standard the. court established was whether affiliate 
transactions exceed the going market rate or are otherwise inherently unfair. 

Aqua America, Inc. (MI) is the parent company of AUF and is a publically 
traded company with both regulated a d  non-regulated subsidiaries operatkg in 
13 states. AAI has nine non-regulated subsidiaries. AUF has contracted with one 
of the non-regulated subsidiaries, Aqua Services, Inc. (ASI) to provide 
managerial, opational. and regulatory SuppOR The costs allocated to AUF from 
AM and AS1 arc approximately 200h of the total operations and maintenance aod 

- OPC 

! 
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_. YES 

Adqinistmtive and General expense included in the test year. AUF allocated 
some of its common costs to its Florida systems in the amount of $1.2 million. 

AS1 and AUF have a service contract that governs the charges to be allocated to 
AUF. There is a Corporate Charges Allocations Manual that describes the 
allocation methodology. AS1 has a combined method for determining the costs 
charged to the &lites. ‘‘Savice expenses” are the labor and overhead of the 
employees of AAI and AS1 charged to an affiliate or a group of atfiliates based on 
the time related diratly to work done for them. “Sundry expenses” are the 
remaining expenses that are direct 01 indimf charges and identified by activity 
codes. Despite the stated allocation methodology, it appears that it has not been 
uniformly applied between AUF and its affiliated sister companies. 

First, AS1 performs services for non-regulated affiliates; however, it does not 
consistently allocate costs to thm. There are four affiliates that do not receive 
allocations fiom ASL In the last rate case, the Company acknowledged the need 
to allocate costs to at least one of its non-regulated affiliates. However, all non- 
regplated affiliates should be consistently allocated AS1 costs. 
Second, certain operating companies provide contract operator services; however, 
no common costs are allocated for these services. Although several AAI 
subsidiaries provide opaator and mauagement services to non-regulated 
companies, neither AAI nor AS1 allocates costs to these client companies. While 
the Company claims it does not allocate costs because no corporate serfices are 
provided directly, the Company failed to take into account that the indirect costs 
increase due to the additional oversight and management of the affiliates that 
provide these services. The failure to take these additional cos& into account and 
allocate them accordingly, d t s  m an over-allocation of costs to the regulated 
companies without similar allocations to the non-regulated operatiom. 

Third, there is no allocation of costs made to non-regulated affiliates, even when 
they have common officm and directors. The Company has failed to 
demonstrate that the salaries and benefa of these common officers are allocated 
to the non-reguhted companies. 

The failure to allocate commotl costs to AAI non-regulated operations causes AAI 
regulated operations to subsidize the non-regulated operatiom. Therefore, the 
costs charged to AUF &om AAI and AS1 are overstated. @ismukes) 

Yes defers to the Office of Public counsel’s position on this issue. 

paseo 
P m  County adopts and incorporates by reference the position statement of the 
office of Public Counsel for this issue. 

- AG: The AG concurs with the Office of Public Counsel. 
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-- STAFF. Staff witness Welch's position is addressed in the stipulated affiliate audit 
findings. For wn-testifying StaiT, no position pending evidence adduced at the 
hearing. (Welch) 

ISSUE 17: Should any adjustment, be made to affiliate revenues, costs and charges allocated 
to AUF's systems? 

POSITIONS 

- Aup. No. No adjustments should be made to &ite revenues, costs and charges 
allocated to AUF's systems. AUF's affiliated charges are reasonable and fdly 
supported by the evidence. in the recmd In fact, the total charges from affiliates to 
AUF have actuaUy decreased since. the last rate case. See Exhibit SS-4. 
Momver, the evidence shows that (i) AUF's customers benefit by having 
centralized services provided by Aqua Ammica, Inc. and affiliates, and @) AUF's 
athliate charges do not exceed the going market rate. but in fkct are be- market 
See Exhibits SS-2 and S S S .  OPC has not pmvided any credible evidence to 
support its recommended adjustments. The comparative analysis that OPC tries 
to use to set rates is impnmissible under Florida law. Furtherrnm, OX'S 
comparative analysis is f u n d a m d y  flawed h m  an analytical perspective. 
(SzuygieL) 

- OPC: Yes Affiliate costs and cbarges allocated to AUF's systems should be reduced by 
$976,845. 

Affiliate costs and charges allocated to AUF are overstated. In the GTE case, the 
Florida Supreme Court established the standard for evaluating affiliate 
transactions as whether affiliate transBctiofls exceed the going &et rate or are 
otherwise inherently unfair. In the current case, AUF offered a seriously %wed 
market analysis to supports its position that its affiliate costs do not ex& market 
rates. First, the analysis does not take into account the likely discount a 
nonaffiliated company would offer. Second, the analysis assumes that every hour 
the AS1 personnel work each day could be billed at a rate cornpatable to a skilled 
lawyer, consultant, certified public accountant, or professional engineer regardless 
of the level of Cxpertisc of the AS1 employee. This is not a realistic comparison. 
Thini, companies typically use outside counsel or consultants for specialized 
areas of law or profesSonal savices, not day to day operations. 

Moreover, the Company's market analysis merely provided a view of the various 
stand alone biUig rates for various professional services such as legal, 
engineering, accounting, and management. The analysis includes rates that are 
overstated, a sampk tint is under repmentative, and a failure. to diffemtiate 
between levels of skills. Moreover, the comparison of professional management 
rates excluded nonnal travel and computer costs associated with day to day 
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-* YES. 

- Paaco 
Cooahr: 

AG: 
STAPF. 

ISSUE 18: 

operations without good cause. Correcting for just these inherent flaws in the 
Company’s market analysis reduces the management charges included in the test 
year amount by $79,968. 

In addition, comparing similarly situated Class A, B, and C water/wastewate.r 
utilities’ management fees further demonstnrtes that AUF’s management costs are 
inherenty rmfair. Based on this analysis, similar to a comparison of companies 
for purposes of es t ab l i i g  ROE, AUF’s Administmtive and General (A&G) 
expemes on a per customs or equivalent residential connection (ERC) basis are 
significantly higher than the peer group. Reviewing the typical monthIy bill for 
AUF as compared to systems operating in the same cowties shows that Am’s 
systems rates are 116% higher than average. Given that the layers of rnauagement 
essociated with ownership by AAI have not produced any cost savings for 
customers, and, in fact, have resulted in excessive costs, test year expenses should 
be lowered to be consistent with costs that other water and wastevmter systems 
incur. Using the peer group d y s i s ,  AUF’s test year expense for AS1 
management fees should be reduced by $664,023 for water operations and 
$312,822 for wastema.ter. 

Even when the peer p u p  analysis is not used, adjusting affiliate expenses to the 
level consistent with customer growth and inflation would result in a reduction of 
$882,388 for water opedons and $348,674 for wastewater operations. The 
Company has pmvided no documentation on the inaeases in management fees 
and customer operations allocations since the previous rate case. AUF hes not 
demonstrated any economies of scale or other cornmenmate benefits for 
customers to support that Aqua’s business plan of buying small, troublad systems 
and then seeking rate increases is viable in the long term. @ismukes) 

Yes defers to the Office of Public Counsel’s position on this issue. 

Pasw County adopts and incorporates by reference the position statement of the 
Ofice of Public Counsel for this issue. 

The AG concurs with thc Office of Public Counsel. 

No position pending evidence adduced at the h-g. 

What is the appropriate amount of Corporate‘ Information Tffihdogy (“IT3 
charges allocated to AUF by its pent, Aqua America, Inc.? 
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POSITIONS 

- AUF: The appropriate amouut of Corporaie IT charges allocated to AUF by its parent, 
Aqua America, Inc. are $2,053,657, as appropriately refltcted m the MFRS. 

Corporate Informstion Tachrmlogy charges allocated to AUF by its parent, Aqua 
America, is included in the analysis of affiliare costs. and bus, are part of the 
$976,845 reduction to &Xiate costs rewmmended by OPC. 

Corporate Information Techlogy charges are allocated to AUF iium AAI as 
part of its affiliated costs. Based on the peer group analysis, AUF's allocated 
affiliate costs are significantly overstated and have not resulted in savings for 
customers. Based on the peer p u p  analysis, AUF's test year expense for AS1 
management fees, including IT costs, should be reduced by $664,023 for water 
operations and $312,822 for wastewater. Even when the peer group analysis is 
not used, adjusting affiliak expenses to the level consistent with customer gmwth 
and inilation wuld d t  in a reduction of $882.388 for water operations and 
$348,674 for wastewater operations. (Dismukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

(SzCygid) 

0s:  

- YES: 

Pasco 
-: 
- 

Pasco County adopts and incorporates by reference the position statement of the 
office of public C o w l  for this issue. 

The AG concurs with the Office of Public Counsel. 

No position pending evidence adduced at the hearing 

Should any adjustments be made to Incentive Compensation? 

- AG: 

- STAFF: 

ISSUE 19: 

POSITIONS 

m: No. No adjustments shouldbe made. to Incentive Compensation. The appropriate 
incentive compensation amount is set forth in the MFRS and reflects a pay-for- 
performance compensation structure that drives quality and efficiency thus 
benefiting customers. Moreover, AUF's pay-fot-performance compensation 
structure is consistent with paa Commission precedent (Szczygiel) 

The incentive compensation of $22,623 in bonus and dividend compensation for 
AAl's corporate management aligns the interest of management with ' 

shareholders, and therefore should be borne by shareholders. Thus. O&M 
expense should be reduced by $22,623. 

- OPC 
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AUF included in its MFR's incentive compensation for $22,623 in bonus and 
dividend compensation for its affiliate management at AAI. This type of 
incentive compensation aligns the interest of the executives with the shareholdm. 
Moreover, the Company has not justified the amount of affiliate charges in this 
case. Incentive compensation charges are allocated to AUF from AAI as part of 
its affiliated costs. Based on the peer p u p  d y s k  AUF's allocated affiliate 
costs are significantly overstated and have not lesulted in savings for customers. 
Based on the peer group analysis, AUF's test year e?cpen.s far AS1 management 
fees, including incentive compensation costs, should be reduced by $664,023 for 
water operations and $312.822 for wastewater. Even when the peer group 
analysis is not used, adjusting affiliate expmses to the level consistent with 
customer growth and inflation would result in a reduction of $882388 fa water 
operations and $348,674 for wastewater operations. (Dismukes) 

Yes defa to the Office of public Counsel's position on this issue. - YES: 

prrpeo 
COnnty. Pasco County adopts and incorporates by reference the position statement of the 

Office of Public Counsel for this issue. 

The AG concuts with the Oftice of Public Counsel 

No psition pendig  endeace addud at the hearing. 

Should any adjustments be made to Salaries and Wages - Employees expense? 

- AG: 

STAFF: 

ISSUE 2 0  

POSITIONS 

- AUF No adjustments should be made to salary and wages. The appropriate & 
expense amount is contained in the MFRs and is consistent with past Commission 
precedent. (Rendell) 

Yes, the Commission should deny any increase in compensation in light of the 
economic climate in Florida and throughout the US. Denying the re@ 
in- would rxdt in a total adjustment of $220,410 for salaries and wages and 
OI6.861forthcnlatedpayrolltaxes. 

AUF requested an increase in salaries and wages totaling $220,410 and $16,861 
for slated payroll taxes. These requested incresses included five adjustments: 
two f a  normaliition of the 4% increases for disect salaries and "admin" salaries; 
two for the pro forma effpcts of tbe 4% direct and "admim" salaries; and pro 
forma increases to salaries based on a utility market study. 

CPI for 2010 over 2009 has been less tban 2%. Numerous cusfom at the 
service hcarings testified that they have had trouble paying their current bills, 

- OPC: 

. .  - 

. .. . -. .. . 

~~ 

i 
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YES: - 
Pasco - 

- A G  

SrAFF: 

ISSUE 21: 

much less any increases. They also testified that due to the economy they have to 
work more than one job to pay their bills or have had their hours cut. When 
ratepayers are suffering in these difticult economic times, they should not be 
forced to pay for Aqua’s salary increases. The Commission should deny any 
increase in compensation in light of the economic climate in Florida and 
throughout the U.S. Denying the requested increase. would result in a total 
adjustment of $220,410 for salaries and wages and $16,861 for the related payroll 
taxes. (Vandiver, Dismukes) 

Yes defers to the Office of Public Couascl’s position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs with the office of Public Counsel. 

No position pending evidence adduced af the hearing. 

Should any adjustments be made to Bad Debt expense? 

POSITIONS 

- AUF: Yes. To be consistent with Commission pmAent, AUF agrees that an 
adjustment of $3,199 should be made to reflect the appropriate three year avmge 
for Am’s bad debt expense. OPC has not pvided any crediile evidence to 
support its recommended adjusttnerits. OPC‘s attempts at using a comparative 
analysis to set rates are impermissible undex Florida law. Furthennore, OPCS 
comparative analysis is fundamentally flawed from an analytical perspective. 
(S=YgieO 

- OPC: The bad debt allowance should be d u c e d  to $78,605 resulting in a $310,816 
adjustment which is consistent with good billing, customer service, and meter 
reading practices. AUF’s requested test year bad debt level is $389,421, 
significantly greater than the average for comparable water utilities and results 
from its poor service and billing practices. 

AUF’s requested test year bad debt level is $389,421. Using a &year average 
of the Company’s bad debt, the Commission made a reduction to the requested 
bad debt of $3.199. However, this methodology does not Bccount for the 
Company’s signifieant contribution to the reason bad debt is so high due to its 
unsatisfactory customer senice. poor billing practices, and meter reading 
practices. Considering these specific cimmstances, the three year average 
unjustly penakes customers for Am’s bad service by imposing higher bad debt. 
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Moreover. the three year average used m the PAA Order to test the 
reasonableness of the bad debt level was flawed. The avcrage included the 1 1 1  
kst year period and a second period which included six months of the test year, 
thereby double counting six months of the test year. In addition, the inclusion of 
the test year includes test year expenses that inappmpriately distort the average. 
If the test year is abnormally high or low, it will raise or lower the comparative 
average. It i s  incorrect to include in the average the data that is beiig tested for 
reasonableness (Le. the test year bad debt). In addition, the average used in the 
PAA Order included some outliers that should not have been included, such as the 
bad debt of $172,880 for the year ending April 2009 for wastewater Rate band 2, 
which is 45% of the total system bad debt for that period. The bad debt for prior 
and post April 2009 period m s  significantly less ($27,979 for 2008 and $8,746 
for 2010). Correcting for the inherent problems with the time periods used in the 
PAAOrder, thetestyearbaddebtwouldbereducedby$81,633. 

However, the three year average still includes the impacts of Am’s poor 
customer service and billing practices that have been on-going since 2007. The 
testimony ovawhelming demonstrates that customers are still experiencing 
billing problems associated with untimely or inadequate information, meter 
reading inconsistencies, and estimated bills which undoubtedly have lead to 
higher bad debt ex- in the test year as compared to companies with good 
billing practices. In kct, comparing AUF’s test year bad debt expense to the 
average for compamble companies’ results in a reduction of bad debt of $310,816 
to a level of $78,605. (Dismukes) 

Yes defers to the Office of Public Counsel’s position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

No position pending evidence adduced at the hearing. 

What is the appropriate amount of rate case cxpcnse? 

- YES: 

- Pasco’ 
Countv: 

- AG: 

STApF: 

ISSUE 22: 

POSITIONS 

AUF: The appropriate amount of rate w e  expense is $1,422,607. AUF has attempted 
to use the Commission’s PAA process to minimize rate case expense in this rate 
case. OPC, however, has turned the PAA process on its head by propoundbg 
excessive discovery, ignoring precedent, and a t t e m e g  to re-litigate a number of 
settled issues, including but not limited to Used and Useful calculations, corporate 
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- OPC. 

allocations, bad debt expense calculations, and cost-of-service &making 
principles. (Szczygiel) 

Rate case expense is overstated and should be r e d u d  by $265,000. Ratepayers 
should not have to pay any more than those costs that are reasonable and 
necessary. The MFRs included $670,268 for rate case expense and M e r  
increased this amount to $1,249,320, as of July 3 1.201 1. This expenst requested 
by the utility is inflated with costs that the ratepayers should not have to bear. 
Further, while a rate case benefits the ratepayers through the continuation of safe, 
adequate and proper utility service, it also benefits shareholders, because the 
Company has a renewed opportunity to eam a fair return on equity. Therefore, the 
Company should be required to share rate case expense 5WSO between ratepayers 
and stockholders, the Same as in a 2007 case for an AUF affiliate in New Jersey. 

The specific expenses that the company included in rate case expense included 
e x y s  to correct MFR deficiencies, prepare for issues that are not in the current 
case, and expenses that did not have any supporting documentation. These costs 
should be removed. 

The Company also included excessive rate case expense associated with bringing 
unnecesary Aqua persons to the service hearings. To the extent that Aqua 
believes that it is necessary to have 5 or more employees attend these service 
hearings that is a cost the Company should bear, not the ratepayers. 

The Company also frustrated the discovery process and caused unnewssaty delay 
and costs because it produced hard copies of documents. Most if not a l l  of these 
documents were available electronically. The inefficiency and intentiod 
obfuscation should not be permitted and the Commission should disallow all costs 
included in the rate case associated with producing unnecessary hard copies of 
documents that are available electrOnically durhg the discovery process. This 
would include the costs of printing and compiling the documents as well as the 
persbns that monitored the on-site reviews at the law office of Holland and 
Knight. 

The company also included inflated costs in rate case expense due to the fact that 
it keeps its books and m d s  out-of-state. The Commission has maintained in 
prior dockets that rate case expense should be disallowed when it is innvred due 
to the books and records being maintained out-of-state. The Commission has 
stated "We do not believe that the ratepayers should bear the related costs of 
having the records located out of state. This is a decision of the shareholders of 
the Utility, and therefore, they shall bear the related costs. Therefore, all of these 
costs should be removed from rate case expense." See Order No. PSC-lO4400- 
PAA-WS, p. 23. 
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Rate case expense also includes $51,817 for corporate capital charges This 
includes time spent by in-house ssaff. which also charged time to Operation and 
Maintenance expenses. Without proof as to whexe their time was charged during 
the test year to verify that these are not double counting salary expense, these 
chmges should be removed from rate case expense. 

Rate case expense also included charges related to the Quality of Service issues 
from the last rate case. Because the commissioh found in the last case that the 
quality of service was marginal, it required a monitoring pmgram. The Company 
should not be allowed to recover charges related to this monitoring program that 
was a result of its marginal service provided. Therefore. these costs should be 
removed. 

Appraximately 42% of the rate case expense was attributable to legal fees. These 
legal fees included some o f  the higher rates in the state based on a s w e y  
published by the Florida Bar. If a Utility chooses to hire a law firm that charges 
some of the higher rates in the state. the shareholders should bear some of the 
burden Customers should not have to bear any unreasonable costs. If the fid1 
amount of all reasonable or unruwnabe ex- is passed through to the 
rateptym BS rate. case expense, the utility has no incentive to hold costs to a 
reasonable level. Therefore. these excessive costs should be removed from rate 
case expense. 
These adiustments bring the rc+d requested rate case expense of $1,249,320 to 
$809,275: If this adjged amount is‘split 50/50 &!me& the ratepayers and 
shareholders, the amount that should be allowed in expenses in $404,638. 

The Commission should also defer the rate case expeose approved in this 
proceeding until the rate w e  expense &om the prior proceeding has been fully 
amortized. The COmmission should not encourage Utilities to me rate cases one 
on top of another with little time in bctwcea The Wen of ”pan&inp” rate 
cases is placed squarely on the shoulders of ratepayers. Yet, again, it is the 
stockholder that benefits the most from rate cases. (Vandiver. Dismukes) 

Yes defers to the Office of Public Counsel’s position on this issue. 

- PaSCO 

Coontv: Pasco County adopts and incorporates by reference tbe position statement of the 
Ofice of Public C o w l  for this issue. 

- A G  The AG concurs with the Office of Public CounseL 

STAFF: The appropriate amount of  rate case expense is subject to the evidence adduced at 
the hearing. However, only prudently incurred rate case expense should be 
allowed and amortized over fow years. 

.. L. 
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ISSUE 23. What is the t& year pre-repression water and waskwater operating income or 
loss before any revenue increase? (Fallout Issue) 

POSITIONS 

- AUF: This is a fall out calculation issue subject to the resolution of the protested issues 
in this case. (Szczygiel) 

The test year pre-repression water and wastewatex operating income or loss before 
any revenue inaease should reflect OPC's recommended adjustments. 

Yes defers to the ofiice of Public Counsel's position on this issue. 

_. OPC: 

- YES: 

Pasco 
County: 
- 

Pasco County adopts and inwrpomtes by reference the position statement of the 
office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

The appropriate amount is subject to the resolution of other issues. 

Are the total operating expenses prudently incurred mch that &e resulting rates 
are aEordab1e within the meaning and intent of fair, just, and reasonable pursuant 
to Sections 367.081 and 367.121. Florida Statutes? 

- AG: 

STAFF: 

ISSUE 24: 

As stated in the Rulings Section of thm Order, this issue is excbded and stricken, and a new 
issue, Issue 31A is added. The positions of the parties set out below were the positions the 
partias took at the €'rehearing Conference on the Proposed Issue 24. 

POSITIONS 

AuF: AUF objects to the inclusion of this issue in this rate case. OPC impperIy seeks 
to introduce a new rate setting criteria - "affordability" - as a backdoor attempt to 
reduce AUF's revenue requirement This novel criteria is found nowhere in 
relevant statutes or the rules, and is not supported by Commission predmt. The 
oolpts have made it clear that this issue has no place in setting a water or 
wastewater utility's revenue requirement. 

No. AUF has overstated its operating expenses such that the Fesulting rates arc 
not affordable within the meaning and intent of fair, just, and reasonable pursuant 
to Sections 367.081 and 367.121, Florida Statutes. The Commission should adopt 
the Citizens' recommended adjustments resulting in a total reduction of $2.3 
Million from the PAA Order. (Vaudiver, Poucher, Dismukes) 

, 
-* OPC- 
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Sections 367.081 and 367.121, Florida Statutes, require that rates are fair, just and 
reasonable, as well as compensatory and nondiscrimiory. The language of 
Se&ons 367.081 and 367.121, Florida Statutes, includes the concepts that the 
resulting rates be. affordable. Rates are. the end product of the ratemaking process 
The construction of the statutory language requires that the Commission evaluate 
whether the end result of the ratmaking process produces a fair, just and 
reasonable result. Embedded into the language is the implicit acknowledgement 
that, while an individual cost on its own may be p r u d d y  incurred, that same cost 
may not be considered prudently hamd when evaluated as pat  of a group of 
costs. Simply reviewing &e individual inputs for prudency and assuming that if 
the individual inputs are prudent the end result therefore must be phldent is a false 
assumption. As with any budgets like the slate budget, if the end result would 
c a y  the rates (or in the state example - taxes) to go higher than Floridiws can 
afford and stifles economic activity, then cuts must be made to individual 
expendituns that may have been considered reasonable on their own. Therefore, 
the CommiSSion has an obligation to detedmine if the end results, Le. final rates 
approved, are far. just, and reasonable such that the rates BIC affordable to 
customers and will not cause d u e  hardship. In fact, the Commission already 
recognizes this mnce@ in describiug its mission on its webpage what it states that 
it “is cornmitied to making sure that Florida’s consumers receive m e  of their 
most essential sewices - electric, natural gas, telephone, water and wastewakt - 
in a safe, Bffordable and reliable #. (Emphasis added.) 

Almost all of Aqua’s customers testified that Aqua’s rates are um&ordabIe. 
Customers testified that their neighbors are moving out of Aqua developments. 
others testified that they or their neighbors have been unable to sell their &Sting 
properties because of the high Aqua rates. In addition, customers indicated that 
AUF’s rates are contributing to a downward spiral in the number of Occupied 
homes in developments seryed by AUF due to their high rates and poor quaiity of 
service. In fact, the combination of AUF’s poor service and high rates have 
caused AUF customers to organk~ against thm. 

As indicated in previous issues, AUF has overstated its rate base and net operating 
expenses which is leading to some of the highest rates in the state. While Am’s 
businas model has been to buy small, troubled systems and supposedly bring 
better management and economies of scales. the peer group aualysis of 
comparable Class A, B, and C water and wastewater companies demonstrates that 
AUF has not delivered these benefits to its customers. Therefore, the 
Commission should make the Citizens’ recommended adjustments resulting in a 
total reduction of $2.3 Million from the PAA Order. (Vandiver, Poucher. 
Dismukes) 

No. AUF’s water and wastewater rates are unaffordable to its customers. 
Accordingly, AUF should be denied any rate increase. (Kanz, Harpis Gray, 

YES: 
S t a r l i )  
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- Pasco -. Pasco County adopts and incorporats by reference the position statement of the 
offtce of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

Staff does not believe that this issue as worded is proper. The prudency of all 
expenses will already have been determined in prior issues. Once an expense is 
found to be prudently incurred, the applicable statutes and c8se law require that 
rates be set sa as to allow the utility to rewver those expenses plus an opportunity 
to eam a fair rate of return on ik  used and us=M investmeat. staffbelieves that 
this issue could be included as a proper legal issue if reworded. S M  would 
suggest that the issue be reworded as follows: "Are the resulting rates aEoniab1e 
within the meaning of fair, just and reasonable purwant to Sections 367.081 and 
367.121, Florida Stah~tes?" Sta€t's final position on this issue will be taken after 
reviewing the memorandums filed by the pdes .  (Stallcup) 

AG: 
- STAFF: 

REVENUE REOUIREMENT 

lssuE25: What is the appropriate pre-repression revenue requiremeat for the April 30, 
2010, test year? (Fallout Issue) 

POSITIONS 

OPC 

-- YES- 

- Pssco 
Coontv: 

A G  

STAFF: 

- 

The appropriate pre-repression revenue requirement for the test year is a fallout 
calculation issue subject to the resolution ofthe other protested issues in this case. 
(Szczygiel) 

Consistent with OPC's recornended adjustments, the total water revenue 
quiremeat should be $8,933,855 and wastewater revenues requirement should 
be $5,185,208. @isnukes) 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorpOrates by reference the position statement of the 
Office of Public Counscl for this issue. 

The AG concurs with the office of Public Counsel. 

The appropriate amount is subjeot to the resolution of other issucs. 
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CHARGES 

ISSUE 26: What are the appropriate rate cap thresholds to he. used to cap residential customer 
bills for the water and wastewater systems? (Fallout Issue) 

POSITIONS 

. - AUF: 

- OPC: 

The approphk rate cap thresholds to be used to cap residential customer bills for 
the water and wwtmmtm systems me those contained in the Commission's PAA 
Order and set forth in the direct testimony of Staff Witness Stallcup. The only 
entity that protested this issue in this case was Ms. Lucy Wambsgan Ms. 
Wambsgan has formally withdrawn as a party from this proceeding. Therefore, 
this issue is deemed stipulated pursuaut to Section 120.80(13)@), Florida statutes. 

Rate cap residential customer bills should be capped at an affordable level. In the 
last rate case, the Commission found it appropriate to cap the rates. In Order No. 
PSC-09-0385-FOF-WS, issued May 29, 2009, the Commission stated on page 
127: 

Implicit in the rates approved by this Commission in all cases is 
the d e d n a t i o n  that the resulting bills are affordable. An 
analysis of the results in the table based on our prior decisions 
reveals that the average wata bill from the cases presented is 
$33.39. while the corresponding wastnvater bill is $44.60. In the 
Affordability Table, the calculated standad deviation is $1626 for 
the water systems and $19.16 for the wastewater systems. Tbe 
standard dwiation measures the spread of the data on either side of 
the average. Based on the respective system averages plus 1.96 
standard deviations (which captures appmxhately 95 pacent of 
the variation), the affordability limits are $65.26 for the water 
system and $82.1 5 for the wastewater systan. Rounding each of 
these values to the nearest $0.25 results in affordability values of 
$6525 for the water system and $82.25 for the wastewater system. 
All other factors b e i i  equal, we h d  these values, based on our 
historical decisions, are reasonable. 

Id. at D. 127. Given that AUF's requested rate increase is less than two years 
later, the comparative analysis of the average water and wastewater rates are 
applicable in the present rate case. If less than two years ago the "affordability 
limits" for water was $65.25 for water and $8225 for wastewater, it is 
unreasonable to conclude that Am's current increase request will not result in 
rates that exceed these limits. 

Irrespective of stafTs previous analysis. Citizens' analysis of AUF's current rates 
shows that they have some of the highest rates in the state without any increases. 

I 
I 

... __  .. . 
! 
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As indicated in previous issues, AUF has overstated its rate base and net operating 
expenses that is leading to some of the hiehest rates in the state. mile AUF's 
business model has been to buy small, troubled systems and supposedly bring 
betta management and economies of scales, the peer group analysis of 
comparable Class A, B. and C water andwastewater companies demonstrates that 
AUF has not delivered these benefits to its customers. Citizens contend that the 
overall rates requested by AUF are overstated. Therefore, the Commission sbould 
make the C i  recommended adjustments resulting in a total reduction of 
$2.3 million from the PAA Order. (Vandiver, Poucher, Dismukes) 

Yes defers to the Office of Public Counsel's position on this issue. yEs: 

- P a w  
&nnly: Pasco County adopts and incorporates by reference the position statement of the 

Office of Public Counsel for this issue. 

The AG concurs with the office of Public Counsel. 

The appmpdate rate cap thresholds are subject to the resolution of other issues. 

- AG: 

m: 
( S ~ l c u p )  

What are the appropriate I& structures for the Utility's water and wastewater 
systems? (Fallout Issue) 

ISSUE 27: 

POSITIONS 

- AUF: 

- OPC: 

YES: - 
- PaEw 
Corm* 

AG: 

STAPP: 

- 

AUF is not opposed to the implementation of the cap band rate. structure set forth 
in the PAA Order. However, in designing the rate sbuchre, the commission may 
want to consider a state-wide consolidated rate smcture to address some of the 
affordability collcems expressed in this case. The Commission has previously 
found that uniform rate structures would address affordability and fairness. 
(Rendell) 

No Position. 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs with the office of Public CounseL 

The appropriak rate structures are subject to the resolution of other issues. 
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ISSUE 28: What is the appropriate level of rate consolidation for the water systw in this 
case? (FalloutIssue) 

POSITIONS 

- A G  

STAFF: 

ISSUE 29: 

- AUF: 

AUF is not opposed to the implementarion of the cap band rate struchm set forth 
in the PAA Order. However, the Commission may want to consider a statewide 
consolidated rate struchne to address some. of the affordability conccms expressed 
in this case. The Commission has previously found that uniform rate structures 
would address affordability and fairness. (Redd) 

No Position. 

Yes Ma to the Ofice of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
OEce of Public Counsel for this issue. 

The AG concurs with the office of Public Counsel. 

The appropriate level of consolidation is subject to the resolution of other issues. 

What is the appropriate level of rate consolidation for the wastewater systems in 
this case7 (Fallout Issue) 

AUF is not opposed to the implementation of the cap band rate shmture set forth 
in the PAA Order. However, in designing rate structme, the Commission may 
want to consider a state-wide consolidated rate stmctrne to address some of the 
affordability concerns expressed in this case. ?he Commission has previously 
found that uniform rate stmctmes would address affordability and fairness. 
W e l l )  

No Position. 

POSITIONS 

YES: Yes defers to the OfIicc of public Couusel's position on this issue. 

Parco 
County: 
- 

Pasco County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

- AG: The AG concurs with the Office of Public CounseI. 
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w: 
ISSUE 3 0  

The appmp&e level of consolidation is subjtct to thc resolution of other issues. 

What are the appropriate resulting repression adjustments for this Utility? (Fallout 
Issue) 

POSITIONS 

- AUF: This is a fall out calculation issue subject to the resolution of the other p m t d  
issues in this rate case. (Rendell) 

- OPC: No Position. 

- YES: 

Paseo 
m: 

Yes defm to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

- 

- AG: 

STAFF: 

The AG concurs with the Office of F'ublic Counsel. 

The appropriate repression adjustments are subject to the resolution of other 
issues. 

What are the appropriate monthly rates for &e water and wastewter systm for 
thc Utility? (Fallout Issue) 

ISSUE 31: 

POSITIONS 

- AUP: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

- OPC: No Position. 

- YES: 

Paeo 
County: 

Yes defers to the Office of Public Counsel's position on this issue. 

- 
Pasu, County adopts and incorporates by reference the position statement of the 
Office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. 

The appropriate monthly rates are subject to the resolution of other issues. 

- AG: 

STAFF: 

ISSUE 31A: Are the resulting rates affordable within the meaning of fdr, just and reasonable 
purrusnt to Sections 367.081 and 367.121, Florida Statutes?" 



ORDERNO. PSC-11-0544-PHO-WS 
DOCKETNO. 100330-WS 
PAGE 48 

POSITIONS ffhis issue was added snbseauent to the Prehearine Conference and the 
parties have not vet had a drance to state their oosition.) 

OTHER ISSUES 

ISSUE 32 What are the appmpriatc allowance for funds pndently invested charges for the 
Utility's Brcezc Hill wastewater treatment plant? (Fallout Issue) 

POSITIONS 

m: This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

- Opc: No Position. 

- YES: Yes defers to the Office of Public Counsel's position on this issue. 

- PMCO 
coantv: Pasco County adopts and incorporates by reference the position statement of the 

Office of Public Counsel for this issue. 

The AG concurs with the Office of public Counsel. 

No position pending evidence adduced at the hearing. 

What are the appropriate customer deposits for the Utility? (Fallout Issue) 

- AG: 

w: 
ISSUE 33: 

POSITIONS 

- AUF: This is a fall out calculation issue subject to the resolution of the other p-ed 
issues in this rate case. The castomex deposits should be es?nblished based on an 
average two month billing consistent with past Commission practice. (Rendell) 

- OPC: No Position. 

- YES Yes defers to the Office of Public Counsel's position on this issue. 

pasu, 
w: Pasco County adopts and incorpor8tes by reference the position statement of the 

Office of Public Counsel for this issue. 

The AG concurs with the Office of Public Counsel. - AG: 



... 
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STAFF: This issue is subject to the resolution of othsr issues. 

ISSUE 34: what is .&e apptoprktefour-year rate case. expense reduction for Docket No. .,.' 
080121-ws? (Fallout b) 

'YES: 

. ~, . .  No ~Osition.. . .  

Yes defers to &e office of Public'Cynds position On this b. 

~- PnSCO 

coonty. 

-- AG; 

s"rAFp: 
.- 35' , 

' pescO.Co;aY adopts and incorponrtes by refermcc the position statement of the 
Office of Public CmmseI for this issue. 

The' AG wncura with the Office of Public Counsel. 

No position pending evidence addu+ at ?he hearing 

. .  
.. 

. .  
. .  

' * g e t h e r  any &on of the .- increase grantea' should 'ZR 
how sh&dthe refund be calculated, and what is the amount of the . 

... . -refuad. ifany?,  allou out Issue) . .  

-POSITIONS 

OPC: - 
- YES: 

This is a fall out calculation isciue subject to the resolution of the other p m W  
issuesinthisrakoase. (Rendcll) 

. .  
No Position. 

Yes defm to the Office of Public Coimsel's position on this issue. , . .  

PSSW 
. eoui* 
- 

Pasco County adqwahd incorporates by ieference the position statement of the 
.Offxx.of Public'Comkel for this issue. 

The A G . c o ~ w s  with theoffice ofhblic &-I. 

 his issue is subject to the lesohtia'of other issUes. 

. .  - AG: 

. .  STAFF: 
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ISSUE36 In determining whether any portion of the implemented PAA rates should be 
refunded, how should the refund be calculated, and what is the amount of the 
refund, if any? (Fallout Issue) 

POSITIONS 

-* AUF This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

- OPC: 

-- YES. 

No Position 

Yes defers to the Office of Public Counsel’s position on this issue. 

- Pasco 
Coantv: Pasco County adopts and incarporates by reference the position statement of the 

Office of Public Counsel for this issue. 

- A G  

M: 
ISSUE 37: 

The AG concurs with the Office of public Counsel. 

This issue is subject to the resolution of other issues. 

What is the appropriate amount by which rates should be reduced four years after 
the established effective date to reflect the removal of the amortized rate case 
expense for the instant case as required by Section 367.0816, F.S.? (Fallout 
Issue) 

POSITIONS 

AUF: - 

- OPC 

- YES: 

- Pasco 
Countv: 

- AG: 

-- STAFF. 

ISSUE 38: 

This is a fall out calculation issue subject to the resolution of the other protested 
issues in this rate case. (Rendell) 

No Position. 

Yes defers to the Office of Public Counsel’s position on this issue. 

Pasw County adopts and incorporates by reference the position statement of the 
Office of Public Counse€ for this issue. 

The AG concurs with the 05ice of Public Counsel. 

The amount of the rate reduction is subject to the resolution of other issues. 

In accordance with Order No. PSC-IO-0707-FOF-WS. what is the amount and 
who would have to pay the regulatory asset (or deferred interim revenues), if it is 
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ultimately determined by the Commission that the Utility was entitled to those 
revenues when it first applied for interim rates? 

POSITIONS 

- AUF: 

OPC: - 
- YES: 

- Pasw 
Conntv: 

- AG: 

STAFF: 

ISSUE 39: 

POSFTIONS 

Agrees with staff. (Rendell) 

No Position. 

Yes defers to the Office of Public Counsel's position on this issue. 

Pasco County adopts and incorporates by reference the position sfatemeat of the 
Office of Public Counsel for this issue. 

The AG concurs with the Office of public Counsel. 

Using the August 1, 20lleffective. date. of the implemented-PAA rates, a 245- 
day period is appropriate for the calculation of any regulatory asset. However, the 
amouut of any regulatory asset is subject to the resolution of other issues. 

Should this docket be closed? 

OPC: - 

- AUF Yes. This Docket should be closed. AUF's has demonstrated that its quality of 
service is satisfactory, that it has made significant improvements. and no M e r  
monitoring should be required. Furthermore, additional monitoring wodd not be 
cost effective or productive. (Chambers, Luitweiler) 

No. The docket should remain open to continue the monitoring of AUF's qd i ty  
of service. (Vandiver, Poucher, Dismukes) 

Yes defers to the oftice of Public Counsel's position on this issue. yEs: 

-: Pasco County defer$ to Office of Public Counsel. 

- AG: The AG concurs with the Office of Public Counsel. 
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STAFF: If the Commission’s final order is not appeaied and if mother phase of monitoring 
is not required, this docket should be closed upon the exphtion of the rime for sling an appeal, 
the completion of the rcfund(s), if any, of the interim rates and the implemented rates, and the 
Utility providing proof, within 90 days of the Final Order in this docket, that the adjustments for 
all the applicable National Association of Regulatory Utility Commissioners Uniform System of 
Acco~nts primary accounts have been made. 

ix EXHIBIT LIST 

Witness 

Stan F. SzczYgieI 

Stan F. Szczygiei 

Stan F. SzczYgieI 

Preston Luitweiler 

Preston LuitweiIer 

Preston Luitweiler 

Preston LuitweiJer 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Preston Luitweiler 

Susan Chambers 

Proffered By 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

AUF 

ss-1 

ss-2 
ss-3 

PL-I 

PL-2 

PL-3 

PL-4 

PLS 

P M  

PL-7 

PL-8 

SC-1 

DesCriDtion 

AAI corporate charges 

Florida-specific Analysis 

Allocations Manual 

AUF 3-year average 
calculation bad debt expense 

List of W&Ww systems 
included in this case 

Final Phase I1 QSM Report 

Pro-fma support for Lake 
Josephine and Sebring Lakes 
Project 

Pro-forma support for Breeze 
Hill Project 

Pro-forma support for 
Tomoka Twin Rivers Project 

Ro-forma supprt for Leisure 
Lakes Project 

Pro forma support for Peace 
Rivm Heights Project 

Pro-forma support for Sunny 
Hills Project 

Compilation of AUF 
actionslcustomer comments 
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Witness Proffered BY DescriDtion 

Susan chambers SC-2 . . ALFresponseslissuer fiom 
AnedondoFarmSSystem , 

customirs 

sc-3 Final.Phase.II QSM Report .'' AUF 

sc-4 

sc-5 

TR-I 

AUF's repoit on complaints .. . to 
commi&on - 20i..l 
A~F'sreportoncomplaintsto " .. 

Composite Scheduk ofU&u 

CinnUWSIOl! 

Schedule comparing U&U 
P=@+ 
COn6~tkil-Updated 
'rnarged-bd salary study 

Resume of Andrew T. 
woodcocli 
List of pratested systems .' 

. .  .~ 

- c ~ o n - ~ 2 w ) 9 - 2 0 1 0  .. . 

-.approdbY 

Comparison of U&U ' 

.wculation~ ami PAA Order 
R '  - tions 

comparison of U&U Growth 
Facto~2OO8R~tecsSeT0 
PAA order 
Water Treatment U&U 
calculations 
A- Photograph East Lake 
H~slPrieadIy Estates' 
SerViceAna 
Arial Photograph Hobby'HiUs . . 

.SerViceAK% 

Wastewater Treatment U&U 
calcuktions , . .  

. .  

AUF 

WilliamTroy Rendell AUF 

William Troy Rendell AUF 

AUF 

TR-2 

Wiilism Troy Rendell 

AndrewWoodcock 

TR:3 

OPC ATW-I 

Andrew Woodcock 

An& Woodcock 

. .  
OPC 

OPC 

ATW-2 

ATW-3 

ATW-4 Andrew Woadcock OPC 

ATW-5 Andrew Woodcock OPC 

OPC AndrewWoodcock ATW-6 

Andrew Woodcock OPC ATW-7 

ATW-8 Andrew Woodwok OPC 



ORDERNO. PSC-ll-OW?-PHO-WS 
W>CKETN6.10(1330-WS . ' 

PAGE 54 

Pm-d By 

'. Andrcw~wood& OPC . .  

' Andrcwwoodcock ' . ' .  ' OPC 

. . -DniiSeV&g OPC . ' 

. . .  

Dcmse vandiver 

Denisevandiver 

Dcnisc vandiver 

Denisevandiver 

Denise Vmdiver 

Denise Vandiver 

Denise vandiver 

Earl Poucher 

Earl Poucher 

OPC 

OPC 

Opi: 
. .  

OPC" ' 

: . \ .  

. .  . .  

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

PAW-9 

ATW-IO 

DNV-I 

DNV-2 

DNV-3 

DNV-4 

DNV-5 

DNv-6 

D W - I  

DNV-8 

REP-I 

REP-2 

REP3 

REP4 
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. . .  
. .  . .  , 

' . ,.OPC 
. .  . .  . .  

%rlPo@chex . . . .. 

EarlPoucha ; . 
, .  

' .  .:: OPC, , . . 
. .  

. .  . . . .  . .  ~. 

EarlPouck ' . 'OPC '~ 

' Earl'PO* ' .  fxc. '. 

Earl Poucher . . '. OPC 

OPC Earl PouchR 

Earl.Poucher. : 

]Earl P o n c k  

. .  
, .  

. .  
. .  ,. , 

.i' 

. .  . . .  

. .  
. .  

,-. . 
j. opc 

Eiirl Pouchex o* 

K i m w y  DismuLcs '' opc~ . '  

Kimberly Dism*i+? '. opc 
KimberlyDismukes 

. m i r l y  -+ : Opc -1:; , s ~ o f o p c r a t i n g  : 

Kimberly M,&&s 

Kililkly M m k  . .  

, ,  . 
.. . . . -  

OPG.. ' OPC's Recommended 
Schedule 1 .  RevexkueRaquirement . .  

Schedule 2 1  . . Revenues by Rate Band and 
. .  

KimberlyMsmulces'. . 

. ,  
. .  

. .  . .  
. ,  . .  

. .  . . ,  

. .  
., . 

. .  
. .  . .  

. .  
. .  . .  
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WltUesS ProffdBy DescliDtion 

Kimberly Dismukes . OPC KHD-1 A g u a A m e r i c a ~ o n s l  
Schedule6 Chart 

Kimberly Dismukcs OPC 

KimberlyDismukes 

Kimberly Dismukes 

Kimterly Dismukes 
. .  

. .  Kimberly Dismuke3 

Kimbrrly Dismukes 
. .  

Kimberly Dismukes 

OPC 

UPC 

OPC 

OPC 

OPC 

OPC 

OPC 

Kimberly Dmukes ' OPC 

Kimbxly Dismukes OPC 

Kimberly Dismukes OPC 

Affiliate&etoAUF 

List of Aqua c o r n  operstor ' 
schedule7 . '  . .  

KHD-I 

KHD-1 .' Maaageinentmdconsulting 

Schedule8 ' Contracts 

schedule9 services . . .  

@heaule10 Directors . ,  

schedule11 services. 

Schedule 12 Recalculation of Compy's 
Hourly Rates 

.KHij-l M a r k e t - B a s c d ~ ~ s o n  

KHD-1 .. .ComgonOEicen:d 

KX-lD-1. Company Ratesfor Outside . .  

KHD-1 M&et-l38~dcOmparisOn 

. .  . .  

Sched$e 13 ' Adjustme& dHourly I(lites. 

KHD-1 M~sket-BasedCQmpf~On 

for Outside Services 

Schedule 14 Adj-ent for Market Rate " 

Difference 

In- in m i a t e  Expenses 
over CPI 

KHpl Company Explanation for 
fichedde 15 

KHD-1 ,: AquaserVidesManngement 
Schedule 16 Fees - Cornparison of Costs . '  

from Prior to CuITentTest 
Year . . 

KHD-1 Adjustment for Unjustified 
Increase in Management  fee^ 
'(GrowthinCusto&rmd' . .  ~ 

ChSngeincpI) 

w - 1  compamtive Analysis-Ust . .  

Schedule 17 

Schedule 18 of Corn@& Examined 
. .  
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Wifness ProfferedBy 

Kimberly Dismukes OPC 

Kimberly Dismllkes OPC 

Kimberly DiL3rmkes OPC 

Kimberly Dismukcs Opc 

Kimberly Dismllkes OPC 

Kimberly Dismukes OPC 

KimberlyDismukes OPC 

Kimberly Disnukes OPC 

KimberlyDi5lukes OPC 

K m K u n  . YES 

Kim KUn YES 

KimKUn YES 

Shawn Harpin YES 

Shawn H q i i  

KHD-1 
Schedule 19 

KHD-1 
Schedule 20 
KHD-1 

Schedule 21 

KHD-1 
Schedule 22 
KHD-1 

Schedule 23 
KHD-1 

Schedule 24 

-1 
Schedule 25 

KHDl 
Schedule 26 

KHD-1 
schedule 27 

KHD-1 
Schedule 28 

KK-I 

KK-2 

KK-3 

KK-4 

SH-1 

SH-2 

. .  

.DSWiDtiOn ' ' 

Comparative Analysis -Map 
of Florida 

. Compsrative ~ y s i s -  
weighting of classes. 

compllratve Analysis - Cost 
per Customei and Cost pkr 
ERC 
C0mpar;sOn of Typical, . 
Monthly Bills -.FPSdReport' 

Cornpa&on~. 

Adjustment 

Adjustments to Billing 
. D e t e m *  

BadDeMExpensc: 

Bad Lkbt Expmg~ - Altemate 

Ratecase Expense ' ,  

. ,  . 
.. . . .  

HistDricFlorida Rate casco 
witb Disallowed Rate case. 
Expense 
DocMlents Refereaced in 
Testimony 
yes waterrwastewatcrrate. . ! 

com&~niispreadsheet : 

Aquarate.increase analysis 

Residee Complaint f o e  
with statements andcopies of 
bills 
Photos of plumbing parts and 
sedimcntdamage 

Gajn&ville Apartmcllr M q W .  
T d  .. 

T d '  ' ,  

. _  

. .  

. Gain&lle Stick Built Market 
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Witness $rofkedBy 

ShawnHarpin YES 

ShaWnHarpin YES 

Malloly Starling YES 

Jack Waw Pasco CouIlty 

Jack M-o pasw county 

Jack Wan0 Pasco county 

Jack hkiino Pasco county 

Jay W. Yingling STAFP 

SH-3 

SH4 

(14) 

JM-I 

JM-2 

JM-3 

JM-4 

JM-5 

JM-6 

JWY-I 

DeSaiDti0q 

AnedonQ Farms Repo/Lease 
TumReporlAugust2011 

Amdondo Farms 20 1 1 MOW 
OutReport 

"Customer complaints and 
pictures," as introduced at the 
CmtomerSeMceHcaringin 
Gaiaesville, Florida on 
September 12 201 1, and 
subsequently filed m 
scptunLle5 20.201 1 

Collection of Boil Water 
Notice survcys caapkted by 
Aguscustomersillthc 
JaSmineLakesandPalm 
TaraCtSaViCC- 
CoUection of amails and 
lctteRreceivedfiuJnAqua 
customers 
Collection of pi- of the 
rcpaindeiBuentpipe, 
discardedpipeaM1location 
map 
June23,2011,DepartmentOf 
Environmenral prot.ction 
(DEP) Wmning Lata 
Coktion of pi& of an 
overflow pipe snd plan sheet 
showing the location of the 
pipe 
copy O f M i k e  Garrenlctterto 
Aqua regrading overflow pipe. 

Water Use Permit Table for 
AUFSystcmshDeSoto~ 
Highlands, P m  and Polk 
county 
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Catherine A. Walker 

CatherineA. Walker 

Gary P. Milla 

G m y  Marie Montoya 

h i e  Penton 

Josie Penton 

Daniela Sloan 

Ddela Sloan 

Kimberly Dodson 

Jefsr S. Greenwell 

Jew S. Greenwell 

, Jeffiy S. Greenwell 

! 

Rhonda L. Hicks 

w&&&gLj& 
STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

' STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFF 

STAFP 

STAFF 
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Rhonda L. Hicks ' 

W y  L. welch: 

KEflly L. welch 

&thy L. Welch. 
. .  

m y  L. Welch 

Kathy L. Weich 

Denisevandiver 



Preston Luitweiler 

Preston Luiwiler 

Preston Luitweiler 

Preston Luitwder 

. .  
. .  
. .  . 

Preston Luitweih 

susanchamben 

. .  
. -. 
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Witness Proffered Bv .z)escriDtion . .  

. . .  AUF TR-4 . UBUJ'WataTreatment, . ' .  

-miution, and Collection. j 

wata U&U 

William Troy Rendell 

William Troy Rendell AUF TR-5 StaffRem-ndation on 

,. 
. '  . , WilliamTmy RendeJl .AUF TR-6 senate pre~artati6r.1 on Florida 

F o I ~ ~ o & ~ s  

v i  
Frank Seidman AUF .' Fs-1 Frenksci,dman Cqiculurh 

SmlementalRebuttal , . .  

DcrcriDtiOli 
.. .~ 

witnisar . FroffdBy 

TR-7 Composite Exhibit-FGUA 
Rates : 

02 

William Troy Rendell AUF 

William Troy Rendell AUF m-8 FGUA &so~uti~~~No.~~olz-  

-. TR-9 AUFReteComparisOn . :  William Troy Rimdell : AUF 

William Troy Rendell AW'  %-IO.' C u s t o m e r ~ m p l ~ t  md ' 

William.Troy Rendell AUF n - 1 1  AUF9%-1OLetta&Us. 
Re- . .  

. Schoegel 

P d e s  and Staff reserve the right to identify additional exhibits for the purpose of crass- 
examination. 

I 

I X PROPOSED STIPUL ATIONS 

I 
1 k Issues Not in Dis~llte Deemed Stip&ted P n n m t  to S. 120.SW3Ub), Flmida Statutes 

(The issues fire numbered as designated in the st& proposed agency action recommendation 
dated May 12, 2011, and appmvd by the Commission at the May 24, 2011 Commission 
Conference-&OrderNo. PSC-I 1-0256-PAA-WS). 
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RATE BASE 

PAA ISSUE 2: Should the audit adjustments to rate base and operaring expenses to which 
the Utility agrees, be made? 

Sl”ULATlON: Based on audit adjustments agreed to by the Utility, land and working 
capital be increased by $160,093 and $79.006, respectively, and operation 
& maintenance (O&M) expenses shall be decreased by $255,390. 
SpeciGcally, the following adjustments to rate base and O H  expenses 
shall be made. 

PAA ISSUE 3: 

STIPULATION. 

Should adjustments be made to the Utility% pro forma plant additions? 

The Utility’s requested PAA-pro forma plant additions should be 
decreased by $137,060 for water and by $565,288 for wastewater. 
Accordingly, accumulated depreciation should be increased by $102,867 
for water and $85,016 for wastewater, and depreciation expense should be 
decmad by $21,698 for water and $36,524 for wastewater. Moreover, 
the Utility’s property taxes should be decreased by $6,399 for water and 
$1 1,972 for westewater. The specific rate. band and system adjustments 
are set forth below. 
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Projects Requested m the MFRs 
I I utili* I 
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I DocurncntedAmt. 
I $111 354 

PAA ISSUE 4: Do any water systems have excessive unaccounted for water, and, if SO, 

what adjustments are necessary? 

The percentages for excessive unaccounted for water (Evw) for each 
water rate band and stand-alone system are shown below. 

STIPULATION 

The adjuslment to Purchased Power, Chemicals, and purchased Water 
expenses for Rate Band 4 is $96. 
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I 

STIPULATION The foil*& table reflects the U&U ptrcentages for tbe,stipullued d e r .  ' . 

treatment and related facilities of each system listed below: 
. .  

. .  

. .  

. ,  

. . .  
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STIPULATION: All of the AUF storage tanks shall be considered 100 percent UBtU. 

' ISSUE7: What are thc appropriate used and useful percentages for-wter 
distribution systems? 

STIPULATION The follovving table reflects the UBtU percentages for the stipulated water' 
distribution of each system list below. 

PAA ISSUE 8: Do any wastewater systems have excessive intihation and 
SO. what adjustments are necessary? 

inflow aud, if 
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PAA ISSUE 11: 

STIPULATION 

Should any further adjustment be made to Other Deferred Debits? 

Other Deferred Debits shall be increased fiather by $14,042 for the 
jurisdictional systems to reflect the appropriate 13-month average balance 
as shown in the table below: 
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PAA ISSUE 12: 

STIPULATION 

Should any adjustments be made to Accrued Taxes? * 

Consistent with the Commission's decision in the Utility's last rate case, 
AccruedTaxesshall bereddby$1,917,134onatotalcompanybasiito 
normalize the test year Accrued Tax balance for purposes of setting rates. 
The reduction of $1,917,134 represents the total for AUF. The 
Commission only has jurisdiction OVE 60.17 percent of the total AUF 
systems. This repmeats a reduction of $1 ,I 53,548 for the jurisdictional 
systems FS shown in table below: 

COST OF CAPITAL 

PAA ISSUE 16: 

STIpULATIoN: 

What is the appropiate capital shucture to use for rate setting p ~ r p ~ s e ~ ?  

The appropriate capital structure to use for rate setting purposes is based 
on the capital structure of AUF. 

What are the appropriate cost nrtes for short and long-term debt for the test 

There is no short-term debt in AUF's capital stmcture. The appropriate 
cost rate for long-term debt for the test year is 5.10 percent 

P- 
Ye& 

SI*IPULATION: 

. .. . 
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PAA ISSUE 1 9  

STIPULATION: 

What is the appropriate return on e q ~ y  (ROE) for the test ye& 

The appropriate ROE should be as set out in the Commission-appd 
leverage formula 

NET OPERATING INCOME 

PAA ISSUE 21: 

STIPULATION: 

PAA ISSUE 23: 

STIPULATION 

Should any adjustments be made to disallow fines and penalties assessed 
to the Utility? 

O M  expenses shall be reduced by $12,767 to remove expenses related to 
fines and penalties, Ihe specific adjustments to each rate band and system 
are shown in the table below: 

Should any adjustments be made to Sludge Hauling, Contractual Services 
-Accounting, and Contractual Services - Le& expenses? 

O&M expenses shall be r e d u d  by $29,949 to reflect the appropriate 
Sludge Hauling, Contractual Scrvices - Ammthg,  and Contractual 
Services - hgal expenses. The specifs adjustments to each rate band and 
system are shown in the table below 
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PkAISSUE25: Should any adjustments be made for Director and Officers Ljabiity 
insurance? 

Consistent with Commission practice, O&M expenses shall be reduced by 
$5,289 for its jurisdictional systems to r e k t  a sharing of the cost of 
Director and Ofiicers Liability (DOL) iasuranee between ratepayers and 
the Utility, 89 shown in the table below: 

STIPULATION 
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PAA ISSUE 29: 

STIPULATION 

Should & adjustment be made to the Utility's normalization adjustments? 

O&M expenses shall be decreased by $33,748. for water' and increased by 
$1,768 for wastewater. The specific adjustments for each rate band and 
stand-alone system are shown in table below: 

PAAISSUE30: Should an adjustment be made to the Utility's pro fonna expense 
adjustments? 

O&M a p s e s  shall be iweased by $83,790 for water and decreased by 
$43 1 for wastewater, as shown in the table below. In addition, AUF SUI 
file a report with the Commission detailing the outcome of the dispute 
with the City of Lake Worth Utilities, within 30 days of the resolution of 

STIPULATION: 

the dispute. 
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PAA ISSUE 31: 

STIPULATION: 

FAA ISSUE 34: 

STIPULATION: 

FAA ISSUE 41: 

STIPULATION: 

Should an adjustment be made to O&M expcnse to remove the additional 
wst of mailing multiple bills to the same customers who have more than 
one class of service? 

The costs of mailing 2,892 duplicate bills in the amount of $14,142 shall 
be removed from O&M expe-nse for the Fairways water system. 

What, if any. l i t  should be imposed on the subsidies that could result if 
the utility’s rate bauds and stand-alone systems are. partidy or M y  
consolidated? 

The appmpriate subsidy lima for the water systems and the wastewater 
system should be $1250. This subsidy limit is applicable only to the 
residential class, and is based upon usage levels of 7 kgals per month for 
the water systems and 6 kgals per month for the wastewater systems. 

Should the Utility be authorized to revise its miscellaneo~ sen+= 
charges, and, if so, what are. the appropriate charges? 

AUF shall be authorized to revise the Miiscellaneous Service Charges for 
its Breeze Hill and Fairway systems The appropriate charges are 
reflected below. 



ORDERNO. PSC-I 1-0544-PHO-WS 
DOCKETNO. 100330-WS 
PAGE 76 

PAA ISSUE 42: 

STIPULATION: 

PAA ISSUE 48. 

STIP-TION. 

What are the appropriate service availability charges and allowance for 
funds prudently invested charges for the Utility? 

The Utility's previously-approved uniform meter installation, service 
installation, main extension, and plant capacity charges are appropriate for 
AUF's Breeze Hill, Fairways, and Pease River stand-alone systems. 
Am's proposed uniform engineering fees rn cost-based and appropriate. 
However. the Utility's pr~posed uniform field inspection fees shall be 
denied for lack of support documentation in accordance with Section 
367.091(6), F.S. 

Should the Utility be required to pmvide proof that it has adjusted its 
boob for all commission approved adjustments? 

To ensure that the Utility adjusts its books in accordance with the 
Commission's decision, AUF shall pmvide proof. within 90 days of the 
final order in this docket, that the adjustments for all the applicable 
National Association of Regulatory Utility Commissioners Uniform 
System of Accounts prirnary accounts have been made. 

B. l t l l e  B S t i ~ ~ ~ , n l a t i ~ ~  Are Issues to Which AUP and Staff Amee and the Intervenors Take 
No Position 

What is the appropriate ~mmission-approved leverage formula to use in the 
case? 

ISSUE 12 

STIF'CJLATION AUF and Staff agree that the appropriate leverage formula to use is the 
leverage formula in effect when the Commission makes its final decision. 

XI. PENDING MOTIONS 

None. 
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XII. PENDING CONFIDENTIAL,ITY MATTERS 

There are no pending confidentiality matters at this time. 

XIII. POST-HEARING PROCEDURES 

If no bench decision is made, each party shan file a post-hearing statement of issues and 
positions. A summary of each position of no more than 75 words, set off with asterisks. shall be 
included in that statement If a party’s position has not changed since the issuance of this 
Pcehearing Order. the post-hearing statement may simply restate the prehearing position; 
however, if the prehearing position is Ionger than 75 words, it must be reduced to no more than 
75 words. If a party fails to file a post-hearing statement, that party shall have waived all issues 
and may be dismissed h m  the proceeding. 

Pursuant to Rule 28-106.215, FAC., a party’s proposed findings of fact and conclusions 
of law, if any, statanent of issues and positions, and brief, shall together  to^ no more than 50 
pages and shall be filed at the same time. 

XIV. RULINGS 

A. Opening statements, if any, shall not exceed ten minutes per party. 

B. The Emagency Motion filed November 7, 2011, to compel AUF’s Responses to 
Yes’s Third Set of Interrogatories and Third Reque6t to Product is denied as being premature. 

C. Pasco County witness Mariano is excused fim the hearing on November 29 and 30, 
201 1, and his testimony, if he is ultimately required to attend the hearing. will be taken on 
December 1,2011. 

D. OPC’s Motion to Strike SwuIementd Rebuttal Testimonv Filed bv Aaua 

In ratc case proceedings, the Commission schedules Customer Service Hearings to listen 
to the testimony of customers regarding the quality of service of the utility requesting a change in 
rates. The purpose and focus of those hearings is to hear fiom the customers, not the utility. The 
testimony of each customer is taken under oath. The service hearings are transcribed and are 
made part of the m r d  for purposes of the Commission’s decision. As a mattex of general 
practice, the Commission permits the utility to file a response to the customer testimony. At the 
Greenacres Service Hearing, Commission stafF reserved Exhibit 2 as the Utility’s Response to 
customs testimony. The Presiding Officer at the Service Hearing approved the Wing of a 
response by November 3,201 1. Customer Service Hearings were to be held throughout Augusf 
September, and October, 201 1, in ten separate service hearings. The 6anscripts of the last two 
m i c e  hearings were not due until November 1 and 2,2011, Fcspectivcly, and the response was 
due one day after the last transcript was due. On November 3,201 1, AUF filed Supplemental 

. .  
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Rebuttal Testknony of three witnesses addressing the customer testimony at the ten Service 
hearings! 

On November 4,2011. objecting to the f i h g  of this Supplemental Rebuttal Testimony, 
OPC filed its Motion to StTike Supplemental Rebuttal Testimony Filed by Aqua OPC states thaf 
the last date to file rebuttal testimony was established as October 27, 2011. in the Order 
Establishing Procedure. OPC argues that it was not necessary for AUF to wait for the transcripts 
to file responsive testimony. OPC contends that it timely filed its testimony based on the 
customer testimony derived fTom the service hearings, and accordingly, AUF should be held to 
the same standad 

ALJF filed a timely response to OPC’s motion on November 7,201 I. AUF responds that 
Cornmission staff requested AUF file its r e spm to the customer’s testimony in a late-filed 
exhibit AUF states that thw were numerous r e f m m c e s  to the November 3.2011 filing 
including AUF’s intent to file the exhiiits with the testimony of a witness under oath. AUF 
points to Order No. PSC-I 14504-WS, issued October 27, 201 1. in this docket, in whkh the 
Preheating Officer acknowledged pamiSdon to late-file exhibits respOnSive to customer 
testimony. 

Clearly, AUF was given until November 3,201 1, to file a response. As noted above. 
although it was contemplated that it would be an exhibit and an exhibit number was raerved for 
that purpose. AUF chose to file supplemental r e b d  testimony f b m  three separate witnesses. I 
find that whether the response. was filed as an exhibit 01 as tstirnony. thm is no material 
diffenncc. Furtbu, to require AUF to convert the testimony to an exhibit format would serve no 
purpose, and cause undue rate case expease. Finally, by filing its response. as cony, the 
Intervenors know exactly which witnwes to cross-examine. 

Based on the above, I find that a response was $ecitkally allowed on November 3,201 1, 
Therefore, OPC’s Motion to Strike and that there is no prejudice to the Intervenors. 

Supplemental Rebuttal Testimony Piled by AUF is denied. 

E. Dispute on Inclusion of Issue 24 

At the Issue Identification Meeting held on July 29,201 1, the parties could not agree on 
the appropriateness or the wording of OPC’s proposed Issue 24. OPC’s proposed wording of 
Issue 24 currently states: 

Are the total operating expenses prudently incurred such that the resulting rates 
are affordable within the meaning and intent of fair, just, and reasonable pursuant 
to Sections 367.081 and 367.121, Florida Statutes? 

I 
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By Order No. PSC-11-0484PCO-WS, issued October 25,201 1, the parties were allowed to file 
memoranda on the appropriateness of including this Issue. Both AUF and O W  iimely filed their 
memoranda. 

1, OPC's Memorandum 

OPC argues that pursuant to Rule 28-106.201, F.A.C., in a dispute involving disputed 
issues of material fact, the Commission may only grant or deny the petition, but not modify the 
disputed issues. Further, OPC notes that Section 120.57(1)@), F.S., provides that "[a]II @es 
shall have an opportunity to respond, to present evidence and argument on all issues involved," 
and OPC argues that the agency takes the case as it fmds it once a determination is made that the 
petition contains the information requkd by the uniform rules. 

OPC goes on to state that the issue of the affordability of fie rates involves issues of 
material fact, and that the Commission will need to make hlctual determinations on whether the 
customers can afford the requested rate increase. OPC argues that the Commission "will need to 
make a factual determination if the totality of the o p t i n g  costs in the test year were incurred in 
a prudent manner or whether Aqua spent too much money in total on its operating costs." 

OPC argues that pursuant to Sections 367.081 and 367.121, F.S., the Commission must 
set rates which tve &'fair, just, reasonable, compensatory. and not unfairly discriminatory," and 
that included in this calculation is the concept of af€ordability. OPC notes that the concept of 
ecaEordabiMy'' was specifically in AUF'S last rate case! 

OPC argues that the contention of staff in its pxehearing statement "that the issue as 
worded is flawed," is based on a faulty premise. OPG argues that the faulty pmnise "is that 
expense can be determined to be prudent based solely on reviewing the cost in isolation." OPC 
argues that the Commission "must review the sum total of the operating costs before they make a 
final determination of whether any given cost was prudently i n c d "  Because rates are set 
prospectively, OPC "gues that a utility's operating expenses, unlike capital improvements. may 
be cut or reduced, i.e., expenses such as salaries or &lite costs may be cut or r e d d  on a 
going forward basis. 

OPC rejects staff's proposed modification of the issue: staling that such proposal 
"materiaUy changes the meaning of the issue." However, OPC states that it would be willing to 
reslate the issue as follows: 

Have the total operating expenses been incurred in a prudent rnalte-such that the 
resuiting rates are affordable within the meaning and intent of fair, just and reasonable 
pursuant to Sections 367.081 and 367.121. Florida Statutes? 

~ 

' See Order No. PSC09-0385-FOF-WS. issued May 29, 2009. in DocM No. OSOI2I-WS. In re: Amlication for * ua Utilities Flori imcase in water and w Inc.. p. 127. 
Staff suggested m its prehcaring statement that the Issue could be reworded to state as follow "Are the resulting 

rates affordable within the meaning of fair. just and reasonabk pursuant m Sections 367.081 and 367.121. Florida 
Statutes." 

7 
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OPC notes that the me of Citizens v. Public W c e  Commission, 435 So. 2d 784 (Fla 
1983), might be cited for the proposition that the Commission has the discretionary authority to 
determine the issues that might be litigated in a rate case. OPC distinguishes this instant case 
h m  that case by noting that in the case the Commission excluded an issue that was 
raised for the first time on rewnsideration; here, OPC notes that it raised its issue prior to 
prehearing, and thus all parties are afforded due process to respond to this issue at hearing. OPC 
also argues that the situation in this case is different from the facts in a 2009 Florida Power & 
Light Company FPL case (2009 FPL case): In the 2009 FPL case, a party rtqwsted inchsion 
of issue as follows: "What is a fair and reasonable rate for the. customers of Florida Power & 
Light Company?" The issue was not allowed. OPC states that "the %hearing Ofiicer ruled that 
the issue referenced legal standards . . . in Chapter 366. . . . and permeated the issues in that 
docket." OPC argues that while the issue in the 2009 FPL case and this case may appear to be 
similar on the surface, they are not because OPC's proposed "Issue 24 req- the Commission 
to make Wual findings." 

In its concluding paragraph, OPC notes that "the Commission has excluded issues whm 
they have been beyond the Scope of the current docket or were 'mbmmed' in anothm issue, 
thereby allowing the parties to address the merits of the issue." OPC srgues that the issue is 
clearly within the scope of this proceeding and is not subsumed in my o k  issue. OPC notes 
that it is asking the commission to "make a htd determination on the pNdm~y of the 
Company's actions in incurring all  of the. operating costs during the test year as it impacts the 
aEodability of rates.'. and that there is no other single issue that addresses this question 

In its memorandum, AUF argues that to allow OPC to pursue this issue would inject ''a 
unprecedented and legally unsupported c r i t e r h  to determine A W s  rates." AUF that the 
applicable statutes and case law require that once an expense is deterdied to be prudently 
incurred, then rates must be set so as to allow a utility to recover those expenses and a fair rate of 
retum on its used and useful investment. AUF fiuther argues that the ' ' p~p rudency  of all expenses 
is an issue already subsumed witbin other issues be fox^ the Commission." AUF further notes 
that the idea of "affordabili~ has never been wed to deprive a utility of its prudently incurmi 
expenses, but has been "limited to designing the appropriate rate structure." 

Citing Order No. PSC-O2-1537-PCO-TL., issued November 12, 2002: and Order No. 

limit the nature and scope of issues'' and may %move pmposed issues on the basis that paSition~ 
P S C - ~ ~ - I ~ ~ ~ - P C O - E U , ' ~  issued JU~Y 1, 1999, AUF argues that the "commission may proprly 

&4 OrdSr NO. PSC-O9-0573-pCO-EI, issued August 21,2009. in Doclitt Nos. 080617-E1 and 090130-EX. h.!E 
Petition for a rate i- p, and in re: 2009 Dimm istion studv bv Florida 
I 

nc k$$ Docket No. 981890-EU, In re: Omen 'c Investimtion into rho aemxate el &c loilitv reKNe marpinp 
P -&a. 
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on those issues can be adequately presented withim the context of other issues." Further, AUF 
notes that the Prehearing Officer has that authority." 

Citing many casedz and Section 367.081(1), AUF argues that in determining a utility's 
rates, the Commission must fix rates which are just, reasonable, compensatory, and not unfajrly 
discriminatory, with such rates king at a level which will allow a utility the opportunity to 
recover its prudently incurred expenses and to earn a fair return on its investment that is used and 
useful in the public service. Rutha, in Southern States Utilities. Inc. v. Florida Public Service 
C o d s i o n ,  714 So. Zd 1046 (na 1st DCA 1998), AUF argues that thc Fifit District Court of 
Appeals (Court) made it clear that, in the aggregate, rates and charges must ~ssure a water and 
wastewater utility an opportunity to recover its revenue requirement, which it described as %e 
cost of the seMce the utility provides, operating expenses as well as cost of capital" Moreover, 
AUF argues that the Court explained that, while an "affordabiiity" criterion may be used to 
design a utility's rate struchue, such a criterion cannot be used to decmise n utility's overall 
revenue requirement Southern States Utilities. Inc., 714 So. 2d at 1053. 

AUF argues that to the extent "affordabiiity" would cap the mtes of certain systems at a 
level that would interfere with the recovery of the revenue rtsuiremeat. the resulting "shortfall" 
would need to be r e c u d  from the remaining ratepayers of the utility. Based on the above, 
AUF argues that the pertinence of any affordability questions OT issues must be c~nfimed to the 
appropriate rate design of AUF's rate structure. Based on all the above, AUF argua that OPC's 
attempt to use affordability to reduce AUF's revenue requirement wodd contradict Florida law 
and result in confiscatory rates. 

AUF concludes its arguments by noting that nowhere in Chapter 367, F.S., is the term 
''affordabiliity" ever used. AUF further notes that the term is used in Chapter 364, F.S. 
(Telecommunications Companies). and that, thexfore., the Legislature is familiar with the term. 
However, AUF argues that even in regards to teleC0mmUniCations, ''affordabifitf has never 
been used to deprive a telephone company of its right to recover its revenue reqUiremm AUF 
concludes that Issue 24, as proposed, should be excluded. 

3. Conclusion 

OPC attempts to distinguish this case from the 2009 FPL case.13 In that case, the 
Attorney General proposed an issue as follows: what is (I fair and reasonable rare for the 
customers of Florida Power and Ligkt Company? That issue was not included as a separate and 
distinct issue in the docket because "This issue references legai stan&& established LJY rhe 

" - See Order No. F'SC-OS-O~~%PCIJ-TP, issued August 19,2008. in Docket No. 070691-TP. In re: Comolaint and 

of sron?ar5' num . o e  366.01(4). 364.3 
Networks1 formati '' See United Telmhone Co. v Maw. 403 So. 2d 962,966 (Fk 1981); &v stonc water 0. v. Bcns, ' 738 So.= 
-7FIa 1973); Weshvood Lake. Inc. v. Dad 264 So. 2d 7 @la 1972); Gulf Powsr Co. v. B&s. 289 So. 

714 So. 2d 1046 (FIB 
e County, 

Zd 401 (?la 1974); md Southern Statc5 Uhld res. Ins. %. Florida Public savia Comm 
1"DCA 1998). 
" Docket No. 080677-EL 

* . in viol 'on 0 eotio 

a i k a f f '  B. t oureN C. 

.. 

... 



ORDER NO. PSC-114544-PHO-WS 
DOCKETNO. 100330-WS 
PAGE a2 

Iegislwe in Chaprer 366. F.S. und permeates the issues in the docket."" I iind that the 
situation in this case is very similar. 

OPC's argument that the prudency of any expense is a position that OPC may take in 
each of the issuks dealing with revenue requirements. In Order No. pSC-07-08 16-FOF-EI" we 
deiined prudence as "what a reasonable utility manager would have done in light of conditions 
and circumstances which were horn  or reasonably should have been known at the time the 
decision was made."" Merriam-Webster dictionary defines prudent as: characterized by, arising 
ha or showing prudence; marked by wisdom or judiciousness; shrewd in the management of 
practical affairs; marked by circumspection; discreet; pmvidenc frugal. Therefore, OPC's 
argument that costs are d o r d a b l e ,  is an argument about the prudemy of the costs. I iind that 
OPC's revised permutation of the issue is likewise inappropriate. OPC and any party to this 
proceeding may challenge an expense item because that expense was imprudent. The prudence 
or imprudence of that expense may be argued by each party, and may include the appropriateness 
of the individual expense. The parties may present such testimony or arguments as they deem 

fair, just, reasonable, and not unduly discriminatory rates. Based on the testimony and 
subsequent briefs of the parties, the Commission detenniies the legitimate and prudent expense 
to be allowed in each individual issue and will determine the revenue re@reawnts for tbe utility. 
Therefore, as regarding expemq I find that OPC's concerns may be addressed as the 
Commission comes to each of the requested expenses in dispute, and that, therefa, the issue, of 

' whether the expenses are legitimate and prudent is subsumed in the individual issues. Therefore. 
in consideration of the above, and W i n g  reviewed the memoranda of O X  and Am, the 
applicable casc law, and statutes, I find that pmposed Issue 24 is neither qM nor 
appropriate, and it shall be excluded and stricken. 

. .  
relevant to the issue, including OPC's argument that affordabiiity is a component of detemunm g 

Moreover, the issue proposed by OPC, placed at the conclusion of the revenue 
requirements section, could jeopardii the ultimate decision of the Commission. If the 
Commission were to first determine the revenue requkments and then redwe those 
requirements because it determined that the results were unaffordable, the Commission could nm 
afoul of a long lime of cases regding ratwetting. huauant to the holdings in Guv PO- 
Comuanv v. Wilson, 597 So. 2d 270 (Fla 1992); Bluefield Water Works & Imumvement 
Comuanv v. Public Service Commission of West Vhinia. 262 U.S. 679 (1923); and Federal 
Power Commission v. Houe Natural Gas C O , ~  320 U.S. 591 (1944). a utility must be &'en an 
opportunity to recover its legitimate and prudent expenses, and a rate of rctum on its 
investment that is used and useful in the public service. 

Having found that Issue 24, as worded by OPC, should not be included, I do note that 
Commission staffs proposed rewording of the issue as a rate issue is appro@tc. AS noted in 
the Southern States case cited above, it appears that the appropriate place to address 
"af€ordability" is in the rate structure portion of the issues. Once revenue requirements have 

" Order NO. Psco9-0573-PCO-EI, issued August 21.2009. 

nsUbCpr0ereSS-F 
Is Issued October 10,2001, m Docket No. 06065S-EI, m m  

lorida Inc. to @fmd wstomcn 5143 million. 
620 N.E 2d 826 (Ohio 1993). of Cjncirmati v. Pub lic Utilities Commimo& . .  I6 
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becn established, the rate structure is determined. Thaefore, proposed Issue 24 is strickw and 
an issue concerning affordability shall be added. The issue concerning affordability is a rate 
structme issue and shall be numbered as Issue 3 1A and worded as follows: 

Are the resulting rates affordable within the meaning of fair, just and reasonable 
pursuant to Sections 367.081 and 367.121, Florida Statutes?” 

At hearing the parties may state their position on the issue as modified. 

F. Inclusion of Issue 26 as an Issue 

From review of the record and the protests and cross-petitions of the parties, it appears 
that Ms. Lucy Wambsgan was the only one who specifidy addressed this issue and could be 
said to have put it in dispute. She has now withdrawn as a party. Yes argues that the language in 
its Cross-Petition Protesting Certain Portions of the Proposed Agency Action would allow this 
issue. to still be considered as a disputed issue. In its cross-petition, Yes states: 

Pursuant to Section 120.80(13)(b), Fla. StaL, a Section 120.57 hearing may only 
address those issues in dispute and any other issues not in dispute are deemed 
stipulated. Yes reserves the right tu take positions and file testimony on any 
additional issues raised by any other party’s protest or cross-protest or any fallout 
issues resulting fmm those issues identified above or identified in any. other 
party’s protest or cross-protest. 

I fmd that the above-noted language does not preserve Issue 26 as being in dispute. HOWV~.  
because., Issue 26 is affected and is dependent on the resolution of other disputed issues, I find 
that Issue 26 shall be preserved as a fallout issue as it is currently fisted. 

G. The parties have all agreed that staff witnesses Lott, Daugherty, Schwarb, Yingling, 
Chelettc, Welch and Hicks, and Yes witness K w  may be excused from the hearing and their 
testimony and exhibits, if any, shall be admitted. If no Commissioner has questions for these 
witnesses, they may be excused from the hearing, and their testimony and exhibits shall be 
placed into the record at the time they would have been scheduled to appear. 

H. OPC has agreed tbat staff witnesses WaIker, Harrison, Loughlih, Piltz, Rauth, E& 
Dodson, and Rodriquez (DEP personnel) may be excused &om the hearing and their 
and exhibits, if any, shall bc admiM. If no Commissioner or other pmty has questions for these 
witnesses, they may be excused fkom the hearing, and their testimony and exhibits shall be 
placed into the record at the time they would have been scheduled to appear. 

I. The parties have also agreed that the following staff Water Management District and 
DEP witnesses, if needed, may be taken up out of turn and on a date certain as follows: 

November 29,201 1: Wh’D witness Walker 
November 30,201 1: DEP witnesses Greenwell and W c o  
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December 1,2011: DEP witnesses Dodson, Penton, Montoya, Rauth, Rodriguez, Miller, 
Sloan, Harrison, Eck, and Carrico 

"kefore, these witnesses, if needed, shall only be required to attend the hearing on the 
date noted, and their testimony and exhibits, time permitting, will be taken up on that day, and 
out of or& if necessary. 

It is therefom 

ORDERED by Commissioner Ronald A. Bti&, as Rehearing OfEcer, that this 
Prehearing Order shall govern the wnduct of these proceedings as set forth above unless 
modified by tbe Commjssion 

By ORDER of Commissioner Ronald A. Bri&, as &hearing Officer, this 23uL day of 
November-. 

c o m m i s s i 0 n e r a n d P r e ~ o f f i ~  
Florida M l i c  Service Commission 
2540 S h d  Oak Boulevard 
Tallahassee, Florida 32399 

www.floridapsc.com 
(850) 413-6770 

NOTICE OF FURTHE R PROCEEDINGS OR .WDICW REVEN 

The Florida Public Service Commission is requid by Section 120.569(1), 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 StaMeS, as well as the procedures 
time limits that apply. This notice should not be. oonstnred to mean all requests for an 

rive hearing or judicial leview will be granted or mult in the relief sought admmstra . .  

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a sbbstantially interested person's right to a hearing. 



, .  

ObERNO.  PSC-I 1-0544-PHO-WS 
DOCKET NO. 100330-WS 
,PAGES5 '' 

. . .  

. .  . .  


