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May 5, 2015 

Docl<et No. 140135-WS -Application for increase in water/wastewater rates in Pasco County by Labrador 
Utilities, Inc. 

Issue 1: Is the quality of service provided by Labrador satisfactory? 
Recommendation: Labrador has not made suffic ient effo rts to engage its customers to discuss and resolve 
their continuing di ssatisfaction with the quality of the water s ince its last rate case. Therefore, staff 
recommends that the overall quality of serv ice provided by Labrador should be considered satisfactory for the 
wastewater services, and marginal for water services provided to customers. In addition, staff recommends a 
reduction in the return on equi ty (ROE) for its water treatment plant and fac ilities of25 basis points. 

APPROVED 

Issue 2: Should the audit adjustments to rate base, to which Labrador and staff agree, be made? 
Recommendation: Yes. Based on the audit adjustments agreed to by the Utility and staff, adjustments should 
be made to rate base as set fo rth in the analysis portion of staffs memorandum dated April 23, 20 15. 

APPROVED 

COMMISSIONERS ASSIGNED: All Commissioners 

COMMISSIONERS' SIGNATURES 

DISSENTING 

REMARKS/DISSENTING COMMENTS: 
$u. ~f ~l Mod.ifl c.~o \1\S a-\{Q..C..neJ (VN .s 014 '21 .. I'? t.tnJ o~53o-- IS) · 

~'4-t~·v~ 
ctl.." l.t s . 

PSC/CL* 033-C (Rev 0 I 4 

GL&-~~s-rv~v~ a.~:~ -+v \1\'\.tJu- t~ 

~~ £\v~m. J.i.ss~ frY\ ~v~-:5 s ~ l 3 ... 

FPSC Commission Clerk
FILED MAY 05, 2015DOCUMENT NO. 02576-15FPSC - COMMISSION CLERK



yote Slieet 
May 5, 20 15 Item 5 
Docket No. 140135-WS - Application for increase in water/wastewater rates in Pasco County by Labrador 
Utilities, Inc. 

(Continued from previous page) 

Issue 3 : Should any adjustment be made to Labrador's Project Phoenix Financia l/Customer Care Billing 
System (Phoenix Proj ect)? 
Recommendation: Yes. Adjustments should be made to reduce accumulated depreciation by $1,684 for 
water and $1,655 for wastewater and reduce depreciation expense by $1,684 for water and $1 ,655 for 
wastewater. 

APPROVED 
·.th +h~.s~ ~vppDf~d ~1"<\0U~ ~nd ~+ta..f.f '> rec01vune.n"ed 

~~(€ ty\.€ V\~, +h\ $ 
. A- f _ /f"'t 'lLII 4:4 '1 I '14't 

Issue 4: Should any adJUSt nts be made to Labrador's pro forma plant? ~"'-'• , 
Recommendation: Yes. e appropriate amount of pro fo rma pl additions is $178,576 for water d 
$626, 196 for wastewater. l'ftiB. results in an increase of $78,516 for water and a decrease of ~9 ,8<11! tr 
wastewater from the Utility's requested amounts. Corresponding adjustments to water and wastewater 
accumulated depreciation result in decreases of $8,662 and $2,540, respectively. Depreciation expense should 
also be increased by $2,528 for water and decreased by $1 ,560 for wastewater. Additionally, pro forma 
property taxes should be increased by $1 ,936 for water and decreased by $1 ,850 fo r wastewater. Accumulated 
deferred income taxes (ADITs) should be increased by $872 for water and be decreased by $3,666 for 
wastewater. Finally, test year expenses should be reduced by $161 to remove maintenance expense associated 
with the retired ground storage tank. 

APPROVED 
OlS \'Y\O~:fi ttd 

Issue 5: What are the Used and Useful (U&U) percentages of Labrador's water and wastewater systems? 
Recommendation: Labrador's water treatment plant, ground storage tank, wastewater treatment plant, water 
distribution system and wastewater co llection system should be considered 100 percent U&U. Staff 
recommends that a 6.4 percent adjustment to purchased power and chemicals should be made for excessive 
unaccounted for water. No adjustments should be made for excessive infiltration and inflow. 

APPROVED 
~ Y'AO~tcl. 
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Issue 6: What is the appropriate working capital allowance? 
Recommendation: The appropriate working capital allowances are $19,063 for water and $28,777 fo r 
wastewater. As such, the working capital allowances should be decreased by $6,570 and $9,37 1 for water and 
wastewater, respectively. 

APPROVED 

Issue 7: What is the appropriate rate base for the test year period ended December 31, 2013? 
Recommendation: Consistent with other recommended adjustments, the appropriate rate base for the test year 
ended December 31, 20 13, is ~758,478 for water and ~ 1 ,898,94~ for wastewater. 

$'1'-1 ~. '1 0~ ~ 11 '1'12-, '1 'l '5 

APPROVED 
a.~ M 0 U-h e.d 

Issue 8: What is the appropriate return on equity? 
Recommendation: Based on the Commission leverage formula currently in effect, the appropriate return on 
equi ty (ROE) is I 0.43 percent fo r wastewater. Staff recommends an allowed range of plus or minus 100 bas is 
points be recognized for ratemaking purposes. Additionally, staff is recommending a 25-basis point reduction 
in ROE fo r water only, as d iscussed in Issue I. This reduction results in an ROE for water of 10.18 percent. 

APPROVED 

Issue 9: What is the appropriate amount of accumulated deferred income taxes? 
Recommendation: The appropriate amount of accumulated deferred income taxes (ADITs) to include in the 
capital structure is $24,058. 

APPROVED 
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Issue 10: What is the appropriate we ighted average cost of capital including the proper components, amounts, 
and cost rates associated with the capita l structure for the test year ended December 31, 20 13? 
Recommendation: The appropri ate weighted average cost of capital for the test year ended December 31 , 
2013 is 8.25 percent for water and 8.3 7 percent fo r wastewater. 

APPROVED 

Issue 11: Should adjustments be made to test year revenues? 
Recommendation: Yes. The appropriate test year revenues for Labrador' s water and wastewater systems are 
$263 ,502 and $407,248, respectively. 

APPROVED 

Issue 12: Should the audit adj ustments to operating expense, to which Labrador and staff agree, be made? 
Recommendation: Yes. Based on the audit adj ustments agreed to by Labrador and staff, adjustments should 
be made to net operating income as set forth in the analysis portion of staffs memorandum dated April 23, 
2015. 

APPROVED 

Issue 13: What is the appropriate amount of rate case expense? $8'~; f133 
Recommendation: The appropriate amount of rate case expense is $102,439. This expense should be 
recovered over four years for an annual expense of $25,6 10. Therefore, annual rate case expense should be 
decreased by $14,323 fo r water and $ 14,080 fo r wastewater from the respective levels of expense included in 
the MFRs. 

APPROVED 
0..$ MOcM{-\ uJ.. 
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Issue 14: Should further adjustments be made to Labrador's operating expenses? 
Recommendation: Yes. The operating expenses for the test year should be increased by $ 13,266 for water 
and decreased by $ 1 0,3 3 7 fo r wastewater. 

APPROVED 

Issue 15: What is the appropriate revenue requirement for the test year ended December 31 , 2013? 
Recommendation: The fo llowing revenue requirement should be approved. 

Test Year $ Increase/ Revenue % Increase/ 
Revenue (Decrease) Reguirement (Decrease) 

Water $263,502 -&;5 1 ,GfR • j. §3 1~, 1 3 5 +9.60% \'1, S '2 °/o 
.-~c.J,t ~ ~ b ,~ f.O 

49.24% Wastewater $407,248 o$200,546 807, 94- Y~· ll 0 /o 
~(~rt/1 (p'f ~S~S,0\2. 

APPROVED 
~~ Mod.~ed 

Issue 16: What are the appropriate rate structures and rates for Labrador's water and wastewater systems? 
Recommendation: The recommended rate structures and monthly water and wastewater rates are shown on 
Schedule Nos. 4-A through 4-D of staff's memorandum dated April 23, 2015. The Uti lity should fil e revised 
tariff sheets and a proposed customer notice to reflect the Commission-approved rates. The approved rates 
should be effective for service rendered on or after the stamped approval date on the tariff sheet, pursuant to 
Rule 25-30.475(1), F.A.C. In addition, the approved rates should not be implemented until staff has approved 
the proposed customer notice and the notice has been received by the customers. The Util ity should provide 
proof of the date noti ce was given within ten days of the date of the notice. 

APPROVED 
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Issue 17: In determining whether any portion ofthe water and/or wastewater interim increases granted should 
be refunded, how should the refund be calculated, and what is the amount of the refund, if any? 
Recommendation: The appropriate refund amount should be calculated by using the same data used to 
establish final rates, excluding rate case expense and other items not in effect during the interim period. The 
revised revenue requirements for the interim collection period should be compared to the amount of interim 
revenues granted. Based on this methodology, no refund is necessary for water or wastewater. As a result, the 
corporate undertaking amount of $68,706 should be released. 

APPROVED 

Issue 18: 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 as required by Section 367.0816, F.S.? 
Recommendation: The water and wastewater rates should be reduced as shown on Schedule Nos. 4-A and 4-B 
of staffs memorandum dated April 23, 2015, to remove rate case expense grossed up for regulatory assessment 
fees (RAFs) and amortized over a four-year period. The decrease in rates should become effective immediately 
following the expiration of the four-year rate case expense recovery period, pursuant to Section 367.0816, F .S. 
Labrador should be required to file revised tariffs and a proposed customer notice setting forth the lower rates 
and the reason for the reduction no later than one month prior to the actual date of the required rate reduction. 
If the Utility files this reduction in conjunction with a price index or pass-through rate adjustment, separate data 
should be filed for the price index and/or pass-through increase or decrease and the reduction in the rates due to 
the amortized rate case expense. 

APPROVED 
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Issue 19: Should Labrador be required to provide proof, within 90 days of an effective order finalizing this 
docket, that it has adjusted its books fo r all the applicable National Association o f Regulatory Utility 

Commiss ioners (NARUC) Uniform System of Accounts (USOA) assoc iated primary accounts with the 
Commiss ion-approved adj ustments? 
Recommendation: Yes. To ensure that the U tility adjusts its books in accordance w ith the Commission 's 
deci sion, Labrador should provide proof, w ithin 90 days of the final order in thi s docket, that the adjustments to 
all the applicable NARUC USOA accounts have been made to the Utility's books and reco rds. The Utility's 
support documentation should include a list, by issue, of all rate base and cost of capital Commission-ordered 
adjustments and a reference to where the corresponding bookkeeping entri es can be found in the general ledger 

that is provided. 

APPROVED 

Issue 20: Should thi s docket be closed? 
Recommendation : No. If no person whose substantial interests are affected by the proposed agency action 
fi les a protest within 2 1 days of the issuance of the order, a consummating order should be issued. The docket 

should remai n open until the Utility provides proof of adj ustments to all applicable NARUC USOA accounts 
and for staff's verification that the revised tariff sheets and customer notice have been fil ed by the Utili ty and 
approved by staff. Once these actions are complete, th is docket should be closed administratively, and the 
corporate undertaking should be released. 

APPROVED 
{)/\} YV\ b cL: fi ul 



Christopher Cooney 

Attachments: 140135-WS Labrador Rate Schedule 4-D.DOCX 

From: Braulio Baez 
Sent: Thursday, April 30, 2015 9:47AM 
To: Tom Ballinger 

FILED APR 30, 2015 
DOCUMENT NO. 02421-15 
FPSC- COMMISSION CLERK 

Cc: Usa Harvey; Kate Hamrick; Selena Chambers; Charlie Beck; Mary Anne Helton; Terri Fleming; Carlotta Stauffer; 
Rachel Arnold; Laura King 
Subject: RE: Request to make oral modification to Item # 5 on the May 5, 2015 Commission Conference, Docket # 
140135 

Approved 

S~!rlt liumrny T-\lt~bill! -1G L·m Devin· 

--------Original message--------
From: Tom Ballinger <TBalling(t(!PSC.STA TE.FL.US> 
Date:04/30/2015 9:44AM (GMT-05:00) 
To: Braulio Baez <BBaez(@,PSC.STATE.FL.US> 
Cc: Lisa Harvey <LSHarvey@PSC.STATE.FL.US>, Kate Hamrick <KHamrick((V,psc.state.tl.us>, Selena 
Chambers <SChamber@!psc.state.ll.us>, Charlie Beck <cbeck<Zllpsc.state.:tl.us>, Mary Anne Helton 
<MHelton(W,PSC.STATE.FL.US>, Terri Fleming <TFleming(tV,PSC.STATE.FL.US>, Carlotta Stauffer 
<CStauffe@PSC.STATE.FL.US>, Rachel Arnold <RArnold~V,PSC.STATE.FL.US>, Laura King 
<LKingCWPSC.S'T'ATE.FL.US> 
Subject: Request to make oral modification to Item # 5 on the May 5, 2015 Commission Conference, Docket # 
140135 

After filing the above recommendation, it came to my attention that Schedule 4-D (see attached) was 
inadvertently omitted. The schedule is a fall out of the recommended waste water rates and does not impact the 
overall staff recommendation. Please let me know if you approve of this request. 

Tom Ballinger 
Director, Division of Engineering 
Florida Public Service Commission 
(850) 413-6680 



Docket No. 140135-WS 
Date: April 23, 2015 

LABRADOR UTILITIES, INC. 
TEST YEAR ENDED DECEMBER 31,2013 
MONTHLY WASTEWATER RATES 

-

Residential 

Base Facility Charge- All Meter Sizes 

Charge per I ,000 Gallons- Residential 

I 0,000 gallon cap 

6,000 gallon cap 

General Service 

Base Facility Charge by Meter Size 

518" 

3/4" 

I" 

1-1/2" 

2" 

3" 

4" 

6" 

8" 

Charge per I ,000 Gallons - General Service 

UTILITY 

CURRENT 

RATES (I) 

$22.62 

$10.09 

$22.62 

$33.94 

$56.55 . 

$113.08 

$180.92 

$361.87 

$565.42 

$1,130.82 

$1,843.97 

$12.10 

Tl:l!ical Residential5/8" x 3/4" Meter Bill Com(!arison 

2,000 Gallons $42.80 

6,000 Gallons $83.16 

I 0,000 Gallons $123.52 

COMMISSION 

APPROVED 

INTERIM 

$27.25 

$12.15 

$27.25 

$40.88 

$68.13 

$136.25 

$218.00 

$436.00 

$681.26 

$1,362.51 

$2,180.02 

$14.58 

$51.55 

$100.15 

$148.75 

I) The Utility filed a 2014 Price Index that became effective October 19,2014. 

Schedule 4-D 

SCHEDULE NO. 4-D 
DOCKET NO. 140135-WS 

UTILITY STAFF 4YEAR 

REQUESTED RECOMMENDED RATE 

RATES RATES REDUCTION 

$38.32 $27.81 $1.15 

$17.09 

$19.46 $0.80 

$38.32 $27.81 $1.15 

$57.48 $41.72 $1.72 

$95.80 $69.53 $2.87 

$191.60 $139.05 $5.74 

$306.56 $222.48 $9.19 

$574.80 $444.96 $18.38 

$958.00 $695.25 $28.71 

$1,916.00 $1,390.50 $57.43 

$3,065.00 $2,224.80 $91.88 

$20.50 $23.35 $0.96 

$72.50 $66.73 

$140.86 $144.57 

$209.22 $144.57 



Angela Charles 

From: 
Sent: 

Selena Chambers 
Monday, May 04, 2015 3:18PM 

FILED MAY 04, 2015 
DOCUMENT NO. 02530-15 
FPSC - COMMISSION CLERK 

To: Commissioners & Staffs; Braulio Baez; Apryl Lynn; Lisa Harvey; Tom Ballinger; Andrew 
Maurey; Jim Dean; Charlie Beck 

Cc: 

Subject: 

Attachments: 

Importance: 

CLK - Agenda Staff; Jacqueline Moore; Kate Hamrick; Penny Buys; Kyesha Mapp; Jennifer 
Crawford; Mary Anne Helton; CheryrBulecza-Banks; Terri Fleming; Selena Chambers; Laura 
King 
FW: Request for Oral Modification to Item 5 on May 5, 2015 Commission Conference, Docket 
No. 140135-WS, Application for increase in water and wastewater rates by Labrador Utilities, 
Inc. 
Request for oral modification to Labrador Utilities, Inc. - Schedules.docx 

High 

Please see the approved request and the attached addition to Items. 

Thank you, 

Executive Assistant to 

Braulio Baez, Executive Director 

Florida Public Service Commission 

850.413.6053 

From: Selena Chambers On Behalf Of Braulio Baez 
Sent: Monday, May 04, 2015 3:10 PM 
To: Andrew Maurey; Braulio Baez; Lisa Harvey 
Cc: Kate Hamrick; Tom Ballinger; Jim Dean; Mary Anne Helton 
Subject: RE: Request for Oral Modification to Item 5 on May 5, 2015 Commission Conference, Docket No. 140135-WS, 

Application for increase in water and wastewater rates by Labrador Utilities, Inc. 

Approved. 

From: Andrew Maurey 
Sent: Monday, May 04, 2015 2:50 PM 
To: Braulio Baez; Lisa Harvey 
Cc: Selena Chambers; Kate Hamrick; Tom Ballinger; Jim Dean; Mary Anne Helton 
Subject: Request for Oral Modification to Item 5 on May 5, 2015 Commission Conference, Docket No. 140135-WS, 
Application for increase in water and wastewater rates by Labrador Utilities, I nc. 



From: Cheryl Bulecza-Banks 
Sent: Monday, May 04, 2015 12:14 PM 
To: Andrew Maurey 
Subject: Request for Oral Modification to Item 5 on May 5, 2015 Commission Conference, Docket No. 140135-WS, 
Application for increase in water and wastewater rates by Labrador Utilities, Inc. 

As a result of information filed by Labrador Utilities, Inc. (Labrador or Utili ty) late last week, staff requests 
approval to make an oral modification to Item 5 scheduled for the May 5, 20 15 Commission Conference. Staffs 
proposed modification re lates to the balances for construction work in process transfers, plant retirements, and 
accumulated depreciation addressed in staffs recommendation regarding Labrador' s application for a file and 
suspend rate case. The modifications affect Issue 2 (Audit Adjustments- Rate Base), 4 (Pro Forma Plant), and 
12 (Audit Adjustments - Expense) and fa ll out Issues 7 (Rate Base), 15 (Revenue Requirement), 16 (Rates) and 
17 (Interim Refund .) Staff requests administrative authority to adjust rates after the Commiss ion vote on all 
issues in this case. 

Issue 2: Should the audit adjustments to rate base, to which Labrador and staff agree, be made? (page 5) 

There is no change in the recommendation statement. 

Table 2-1 

Audit Adjustments Agreed to by Labrador 

Water - Labrador Audit Findings Plant Accum. DeQr. 
S533 

Finding No. 1 -To reflect prior COAs so ~ 
Finding No. 3 - To correct capitalized salaries (1,698) 0 

(2.630) 2.908 
Finding No.5 - To correct GWIP transfer E~ ,€i~C~~ ~ 
Finding No. 6 - To reverse debit balances in AID 0 (1.570) 

($4.328) SL870 
Subtotal Water - Labrador Adjustments / C" ") 0(" E~~ _ :;:g~~ --

Water - Affiliate Audit Findings 
Sl-+.3 79 

Finding No.1 - To correct transportation allocation ($13,693) E~l ·U:;t9~ 

Finding No.4 - To reflect prior CO As (6,297) 9.985 
E9,9g~~ 

Finding No.5 - To correct allocations of common plant (5.665) 0 
Subtotal Water- Affiliate Adjustments ($25.655) $24.364 

/~')A '"'£ .--. - -
Total Water Audit Adjustments (S29.983) S26.234 

/ C" l () f\"i .;: '\ /C"-')7~ - - -

2 



Table 2-2 

Audit Adjustments Agreed to by Labrador 

Wastewater- Labrador Audit Findings Plant Accum. De:er. 

Finding No. 1- To reflect prior COAs so S-l,-~50 

E~U~Q~ 

Finding No. 2 - UPIS Capitalized Salary Adjustment 0 921 
f9U) 

Finding No. 6- To reverse debit balances in A/D 0 (53,135) 

Finding No. 7- To correct ADITbalance 0 0 
Subtotal Wastewater - Labrador Adjustments so (S-+7.764} 

~ 

Wastewater - Affiliate Audit Findings 
Finding No. 1 - To correct transportation allocation (S13,601) S14,282J 

E~ l 'I ,282~ 

Finding No. 4- To reflect prior COAs (6,258) 9,912 
E9,9l 2~ 

Finding N o.5 - To correct allocations of common plant 4.644 0 

Subtotal .Wastewater -Affiliate Adjustments S2-l.194 
(S15.21 5) (~'"') 1 , 0 .1 \ - . 

Total Wastewater Audit Adjustments (S23.570) 
($15.215) (~Q') 7()()\ 

Issue 4: Should any adjustments be made to Labrador' s pro forma plant? (page 8) 

Recommendation : Yes. The appropriate amount of pro forma plant additions is $ 178,576 for water and 

$626, 196 for wastewate r. With these supported amounts and staffs recommended retirements. this Tht5 results 

in an increase of $67.79 1 $78.576 for water and a decrease of $47.749 $ 47.868 for wastewater from the 

Ut ility' s requested amo unts. Corresponding adj ustments to wate r and wastewater accumulated depreciation 

result in decreases of $8,662 and $2,540, respective ly. Deprec iation expense should a lso be inc reased by 

$2,528 for water and decreased by $ 1,560 for wastewater. Additiona lly, pro forma property taxes should be 

increased by $ 1,936 fo r water and decreased by $ 1,850 for wastewater. Accumulated deferred income taxes 

(ADITs) should be inc reased by $872 for water and be decreased by $3,666 for wastewater. Final ly, test year 

expenses should be reduced by $ 16 1 to remove maintenance expense associated with the reti red ground storage 

tank. (P. Buys, Galloway, Smith) 

Page 8 -second paragraph 

WTP Ground Storage Tank Replacement 

The ground storage tank was inspected in January 20 I 0, and the report ind icated severa l repa irs should 

be made to the tank. The Utili ty estimated the tank to be 33 years o ld based on its review of its fil es and DEP 

inspections reports. Labrador asserted that replac ing the ground storage tank would be less expensive then 

repa iring the tank. Plus, repairing the tank would require taking the tank off-line which would cause long 

interruptions of wate r serv ices to Labrador's customers. The Utility provided multip le bids for replacing the 

3 



ground storage tank with a tank similar to the existing tank, a tank made of stainless steel, and a tank made of 
glass-fused steel. The lowest bid, which was for a tank made of g lass-fused steel, was $178,576. The project 
was awarded in February 2015 and will be completed by the end of June 2015. The retirement of the ground 
storage tank assoc iated with thi s replacement is $36,519. As such. plant should be reduced by $ 10.785 which 
represents the difference between staffs recommended retirement of $36.5 19 and the Utility's ret iremen~ 

amount of $25.734. Staff believes that the pro forma addition is reasonable and prudent because the cost to 
replace is less than the cost to repair, customer interruptions wi ll be less during the replacement than during the 
repair, and the new tank will be more reliable than the repaired tank. 

Page 8- third paragraph 

WWTP Rotary Drum Replacement 

The documentation for this pro forma project indicated that the existing rotary drum is no longer repairable and 
does not perform as intended. A rotary drum continuously removes debris from the raw wastewater stream 
prior to the first treatment unit. The rotary drum is estimated to be over 30 years old and at the end of its 
service life . A new rotary drum was placed in service in October 20 14. The project costs $49,700 and the 
retirement associated with this replacement is $ 19,658. As such. plant sho ul d be increased by $ 11 9 which 
represents the difference between staffs recommended retirement of $ 19.658 and the Utili ty ' s retirement 
amount of $19.777. Staff believes that thi s pro forma addition is reasonable and prudent because the old rotary 
drum was at the end of its service life and unrepairable, and the new rotary drum will provide reliable 
wastewater service to Labrador's customers. 

Page 11 -Conclusion 

Conclusion 

Based on the information above, staff recommends that the appropriate amount of pro forma plant additions is 
$178,576 for water and $626, 196 for wastewater. With these supported amounts and staff s recommended 
retirements. this +~tis results in an increase of $67.79 1 $78,576 for water and a decrease of $47.749 ~for 
wastewater from the amount requested in the Uti lity' s MFRs. Using the depreciable li ves pursuant to Rule 25-
30. 140, F .A. C. , corresponding adjustments should be made to decrease accumulated depreciation for water and 
wastewater by $8,662 and $2,540, respectively. Depreciation expense should be increased by $2,528 for water 
and decreased by $1 ,560 for wastewater. In addition, pro forma property taxes should be increased by $ 1 ,936 
for water and decreased by $ 1,850 for wastewater. Further, AD ITs shou ld increase by $872 for water and 
decreased of $3,666 for wastewater. Finally, test year expenses shou ld be reduced by $161 to remove 
maintenance expense associated with the retired ground storage tank. 

Issue 12: Should the audit adjustments to operating expense, to which Labrador and staff agrees, be 
made? (page 21) 

There is no change in the recommendation statement. 

4 



Table 12-1 
Audit Adjustm ents A greed to by Labrad or 

\Vaste-
Waste- \Vater \Vater Waste-

Water water Dep Dep Water water 
Labrador Audit Findings O&M O&M Exp Exp TOTI TOTI 

Finding No. 1 -To reflect prior 
$0 $0 ($6) ($3) $0 $0 

Commission-Ordered Adjustments 

F'mding No.2 - To correct 0 0 0 (443) 0 0 
capitalized salaries 

Finding No.3 - To correct 
739 0 (112) 0 0 0 

capitalized salaries 

Fin ding No.5 - To correct 
(2. 709} 

Construction Work In Progress 0 0 
~ 

0 0 0 
transfer 

Finding No.9 - To amortize (38,366) (37,714) 0 0 0 0 
abandoned projects expense 

F'mding No. 10 - To amortize 
(4.311) (4.237) 0 0 0 0 

lawsuit expense 

Subtotal - Labrador 
(~41.938) (~41.951) 

($2.827) 
($446) $0 $0 

Adjustments $LG8e 

Affiliate Audit Findings 

Finding No. 1 - To correct ($1 ,234) ($1 ,226) $488 $484 $0 $0 
transportation allocation 

Finding No.4 - To reflect prior 
0 0 285 286 0 0 

Commission-Ordered Adjustments 

Finding No. 8 - To correct 
allocated payroll, benefits, & tax (8.365) (7.665) 0 0 (1 78) ill.!} 
expenses 

Subtotal - Affiliate ($9.599) ($8.891) $773 $770 ($178) ($ 131) 
Adjustments 

Total Audit Adjustments ($51.537) ($50.842) 
($2.054) 

$324 ($ 178) Will $!.8§9 

FALL O UT I SSUES 

Issue 7: What is the appropriate rate base for the test year period ended December 31 , 20 13? (page 16) 

Recom mendation : 
Cons istent with other recommended adjustments, the appropriate rate base for the test year ended December 31 , 
20 13, is $746.909 $758,478 fo r water and $ 1.792.795 $1 ,898,946 fo r wastewater. (Galloway, Sm ith) 

S taff Analvsis: In its MFRs, the Utility requested a rate base of $680,736 for water and $1 ,886, 122 for 
wastewater. Based on staff's recommended adjustme nts, the appropriate rate base is $746.909 $758,478 fo r 
water and $ 1.792.795 $1.898,946 for wastewater. Staffs adjustments recommended in the preced ing issues 
result in an increase of $66. 173 $77,742 for water and a decrease of $93.327 an increase of $12,824 fo r 
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wastewater. The schedu les for rate base are attached as Schedule Nos. 1-A and 1-B, and the adj ustments are 
shown on Schedule No. 1-C. 

Issue 15: What is the appropriate revenue requirement for the test year ended December 3 1, 20 13? (page 35) 

Recom mendation : The following revenue requirement should be approved. 
±l 

Test Y ear $Increase! Revenue % Increase! 
Revenue (Decrease) Reguirement (Decrease) 

Water $263,502 $46.178 $309.680 17.52% 
~~ t~n ~~ l~,n~ ±9 .~00~ 

Wast ewater $407,248 $187.764 $595.01 46.11% 
~200,~4~ ~~07)94 119.24% 

(Polk) 

Staff Analysis: In its fil ing, Labrador requested revenue requirements to generate annual revenue of $359,086 
and $693,295 for water and wastewater, respectively. These requested revenue requirements represent revenue 
increases of $97,036, or approximately 37.03 percent, for water and $287, 175, or approximately 70.7 1 percent, 
for wastewater. 

Consistent with staff's recommendations concerning the underlying rate base, cost of capital, and operating 
income issues, staff recommends approval of rates designed to generate a water revenue requirement of 
$309.680 $3 15.135 and a wastewater revenue requirement of $595.0 12 $607.794 . The recommended water 
revenue requirement exceeds staff' s adj usted test year revenue by $46. 178 $51 ,633, or 17.52 ~percent, for 
water. The recommended wastewater revenue requirement exceeds staff's adjusted test year revenue by 
$ 187.764 200.546 or 46. 11 4-9d4 percent. These recommended pre-repression revenue requirements will a llow 
the Uti lity the opportunity to recover its expenses and earn 8.25 percent return on its water rate base and 8.37 
percent return on its wastewater rate base. 

Issue 16: What are the appropriate rate structures and rates fo r Sanlando' s water and wastewater 
systems? (page 36) 

Rates wi ll be revised based on the Commission ' s vote in th is case. 

Issue 17: In determining whether any portion of the water and/or wastewater inte rim increases granted should 
be refunded, how should the refu nd be calcu lated, and what is the amount of the refund, if any? (page 39) 

Last paragraph 

Us ing the princip les discussed above, staff ca lculated an adjusted interim revenue requirement of $296.570 
$302,026 for water. The adjusted water interim revenue requirement of $296.570 $302.026 is higher than the 
interim revenue requirement of $264,9 17 granted in the Interim Order. As a resu lt, no refund is necessary for 
water. Furthermore, us ing the principles discussed above, staff calcu lated an adjusted interim revenue 
requirement of $575.822 $588.604 for wastewater. The adjusted wastewater interim revenue requirement of 
$575.822 $588.604 is higher than the interim revenue requ irement of $4 1 0,128 granted in the Interim 
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Order. As a result, no refund is necessary for wastewater. Based on the above, staff recommends that the 
corporate undertaking amount of $68,706 be released. 
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Labrador Utilities, Inc. Schedule No. 1-A 
Schedule of Water Rate Base Docket No.140135-WS 
Test Year Ended 12/31/13 

Test 
Year Utility Adjusted Staff Staff 
Per Adjust- Test Year Adjust- Adjusted 

Description Utility ments Per Utility ments Test Year 

1 Plant in Service $934,990 $73,246 $1,008,236 $37,808 $1,046,044 

2 Land and Land Rights 540 (3) 537 0 537 

3 Non-used and Useful Components 0 0 0 0 0 

4 Accumulated Depreciation (375, 176) 20,140 (355,036) 36,579 (318,457) 

5 CIAC (342) 0 (342) 0 (342) 

6 Amortization of CIAC 64 0 64 0 64 

7 Net Debit Deferred Income Taxes 0 1,644 1,644 {1,644) 0 

8 CWIP 94,653 (94,653) 0 0 0 

9 Net Acquisition Adjustment (257,102) 257,102 0 0 0 

10 Working Capital Allowance Q 25.633 25.633 (6,570) 19.063 

11 Rate Base $3272627 $2832109 $6802736 $662173 $7462902 



Labrador Utilities, Inc. Schedule No. 1-B 
Schedule of Wastewater Rate Base Docket No. 140135-WS 
Test Year Ended 12/31/13 

Test Year Utility Adjusted Staff Staff 
Per Adjust- Test Year Adjust- Adjusted 

Description Utility ments Per Utility ments Test Year 

I Plant in Service $2,086,875 $653,285 $2,740,I60 ($62,964) $2,677,I96 

2 Land and Land Rights 0 0 0 0 0 

3 Non-used and Useful Components 0 0 0 0 0 

4 Accumulated Depreciation (876,820) (I6,983) (893,803) (I9,375) (9I3,I78) 

5 CIAC 0 0 0 0 0 

6 Amortization of CIAC 0 0 0 0 0 

7 CWIP I,565 (1,565) 0 0 0 

8 Net Debit Deferred Income Taxes 0 I,6I7 I ,6I7 (I ,6I7) 0 

9 Working Capital Allowance Q 38,I48 38,I48 (9,371) 28,777 

IO Rate Base $I22II2620 $6742502 $I28862I22 ($232327) $I27222725 



Labrador Utilities, Inc. Schedule No. 1-C 
Adjustments to Rate Base Docket No.140135-WS 
Test Year Ended 12/31/13 

Explanation Water Wastewater 

Plant In Service 
1 Reflect uncontested rate base audit adjustments. - Issue 2 ($30,035) ($15,215) 
2 Reflect supported pro forma plant additions. - Issue 4 67.791 (47.749) 

Total $37.808 ($62.964) 

Accumulated Depreciation 
1 Reflect uncontested rate base audit adjustments. - Issue 2 $26,234 ($23,570) 
2 Reflect Pheonix project adjustments. - Issue 3 1,684 1,655 
3 Reflect supported pro forma plant additions. - Issue 4 8.662 2,540 

Total $36.579 ($19.375) 

Accumulated Depreciation 
To reflect net credit ADIT balance in capital structure.- Issue 9 ($1,644) ($1.617) 

Working Capital 
To reflect the appropriate working capital allowance. - Issue 6 ($61510) ($2 3Zl) 



Labrador Utilities, Inc. Schedule No. 2 
Capital Structure-Simple Average Docket No. 140135-WS 
Test Year Ended 12131/13 

Specific Subtotal Pro rata Capital 
To.tal Adjust- Adjusted Adjust- Reconciled Cost Weighted 

Description Capital ments Capital ments to Rate Base Ratio Rate Cost 
Per Utility 
I Long-term Debt $I80,000,000 $0 $I80,000,000 ($I78, 709,368) $I,290,632 50.28% 6.64% 3.34% 
2 Short-tenn Debt 3, IOO,OOO 0 3, IOO,OOO (3 ,077' 773) 22,227 0.87% 8.48% 0.07% 
3 Preferred Stock 0 0 0 0 0 0.00% 0.00% 0.00% 
4 Common Equity I74,356,625 0 I74,356,625 ( I73, I 06,458) I,250, I67 48.70% I0.43% 5.08% 
5 Customer Deposits 3,833 0 3,833 0 3,833 O.I5% 6.00% O.OI% 
6 Deferred Income Taxes Q Q Q Q Q 0.00% 0.00% 0.00% 
7 Total Capital $357,460,458 .$0. $357 460 458 ($3 54 893 599) $2 566 859 100.00% 8 50% 

Per Staff 
8 Long-term Debt $180,000,000 $0 $180,000,000 $I78,735,158 $1,264,842 49.80% 6.64% 3.31% 
9 Short-tenn Debt 3,100,000 0 3,100,000 (3,078,2I7) 21,783 0.86% 2.82% 0.02% 
10 Preferred Stock 0 0 0 0 0 O.OOo/o 0.00% 0.00% 
11 Common Equity I74,356,625 0 I74,356,625 (173, I3I ,438) 1,225,187 48.24% 10.43% 5.03% 
12 Customer Deposits 3,833 0 3,833 0 3,833 0.15% 2.00% 0.00% 
13 Deferred Income Taxes Q 242058 242058 Q 242058 0.95% 0.00% 0.00% 
14 Total Capital $357 460 458 $24.058 $357,484.5I6 ($3 54.944.812) $2.539.704 100.00% 8.37% 

LOW HIGH 
RETURN ON EQUITY 943% II 43% 

OVERALLRATEOFRETURN 7.89% 8.85% 



Labrador Utilities, Inc. Schedule No. 3-A 
Statement of Water Operations Docket No. 140135-WS 
Test Year Ended 12/31/13 

TestY ear Utility Adjusted Staff Staff 
Per Adjust- TestY ear Adjust- Adjusted Revenue Revenue 

Description Utility ments Per Utility ments Test Year Increase Requirement 

I Operating Revenues: ~264~903 ~94~183 ~359~086 (~95~584) ~263~502 ~46~178 $309.680 
17.52% 

Operating Expenses 
2 Operation & Maintenance $202,275 $2,785 $205,060 ($52,560) $152,500 $152,500 

3 Depreciation 40,877 3,961 44,838 (1,209) 43,629 43,629 

4 Amortization 0 0 0 (116) (116) (116) 

5 Taxes Other Than Income 31 '188 (732) 30,456 (2,625) 27,831 2,078 29,909 

6 Income Taxes (19.913) 40.778 20.865 05.317) 5.548 16.595 22.143 

7 Total Operating Expense 254.427 46.792 301.219 (71.827) 229.392 18.673 248.064 

8 Operating Income $10,476 $47 391 $57 867 ($23.757) $34 1 10 $27.505 $61 615 

9 Rate Base $397 627 $680 736 $746 909 $746.909 

10 Rate of Return 2.63% 8 50% 4.57% 8.25% 



Labrador Utilities, Inc. Schedule No. 3-B 
Statement of Wastewater Operations Docket No. 140135-WS 
Test Year Ended 12/31/13 

Test Year Utility Adjusted Staff Staff 
Per Adjust- TestY ear Adjust- Adjusted Revenue Revenue 

Description Utility ments Per Utility ments Test Year Increase Requirement 

I Operating Revenues: ;i4063290 ;i2873005 ;i6933295 (;i286304 7) ~4073248 ~1873764 $59530I2 
46.II% 

Operating Expenses 
2 Operation & Maintenance $286,328 $I8,853 $305, I8I ($74,968) $230,2I3 $230,2I3 

3 Depreciation 69,563 34,739 I 04,302 (2,89I) I 0 I ,4II I OI ,4II 

4 Amortization 0 0 0 (II4) (II4) (II4) 

5 Taxes Other Than Income 38,644 27,025 65,669 (I5,030) 50,639 8,449 59,089 

6 Income Taxes Q 573808 573808 (703856) (133048) 67A76 54A28 

7 Total Operating Expense 3943535 138A25 5323960 (1633860) 3693I 00 753925 4453026 

8 Operating Income $11 755 $I48 580 $160 335 ($122.187) $38.148 $111,838 $149.986 

9 Rate Base $1.211.620 $1.886.122 $I.792.795 $1.792.795 

IO Rate of Return 097% 8 50% 2.13% 8.37% 



Labrador Utilities, Inc. Schedule No. 3-C 
Adjustment to Operating Income Docket No.140135-WS 
Test Year Ended 12/31/13 

Explanation Water Wastewater 

Operating Revenues 
I Remove requested final revenue increase. ($97,036) ($287,175) 
2 Reflect the appropriate amount of annualized revenues. - Issue II 1.452 1.128 

Total ($95.584) ($286.047) 

Operation and Maintenance Expense 
I Corresponding O&M expense related to pro forma plant. - Issue 4 ($161) $0 
2 Reflect uncontested NOI audit adjustments.- Issue 12 (51 ,537) (50,842) 
3 Reflect appropriate rate case expense. - Issue 13 (14,323) (14,080) 
4 Further Adjustments to O&M expense. - Issue 14 I3A64 (10,046) 

Total ($52.560) ($74.968) 

Depreciation Expense- Net 
I Reflect Pheonix project adjustments. - Issue 3 ($1 ,684) ($1,655) 
2 Reflect supported pro forma plant additions. - Issue 4 2,528 (I ,560) 
3 Reflect uncontested audit adjustments. - Issue 12 (2,054) 324 

Total ($1.209) ($2.891) 

Amotization-Other Expense 
To reflect allocated gain on sale of vehicles.- Issue 14 ($116) ($114) 

Taxes Other Than Income 
I RAFs on revenue adjustments above. ($4,301) ($12,872) 
2 Reflect supported pro forma plant additions. - Issue 4 1,936 (I ,850) 
3 Reflect uncontested NOI audit adjustments.- Issue 12 (178) (131) 
4 Reflect appropriate test year property taxes. - Issue 14 001 (177) 

Total ($2!625) ($15!030) 




