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PROCEEDINGS 

(Transcript continues in sequence from 

iTolume 27.) 

CHAIRMAN CLARK: We'll go back on the record, 

5r. Jaeger, are we ready to call the Staff's witnesses? 

MR. JAEGER: Yes. Chairman Clark, prior to 

Zalling the Staff witness, we wanted to -- SSU has 
?reposed a stipulation and Staff would like to address. 

4nd what SSU has stipulated -- this is in regards to 
Issue No. 144, and that's having to do with the 

Utility's books and records, whether they were in 

zompliance with Rule 25-30.450, Florida Administrative 

Code, which is addressed by Audit Exception No. 1, and 

5SU has stipulated that it should record Commission 

adjustments on its books and records. 

Further, the MFRs should begin with the 

utility book balances. All adjustments to these 

balances shall be made after the per book column in the 

MFRs. And that's for future rate cases, and we would 

like -- that part would be in the order. 
And with that stipulation, Staff agrees that 

Issue 144 has been resolved. And we've talked to the 

3ffice of Public Counsel, and I believe they had no 

problem with that. I'll let Mr. Beck -- he says no 
problem. 
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CHAIRMAN CLARK: Mr. Jacobs or Mr. Twomey, do 

you have a problem with that item? 

MR. TWOMEY: No problem. 

MR. JACOBS: I have no problem. 

CHAIRMAN CLARK: Is it necessary for us to 

spprove that stipulation now? 

MR. JAEGER: Yes, I believe SO. Mr. Dodrill's 

xoss-examination, I think, depends on your stipulation. 

CHAIRMAN CLARK: Is there a motion to approve 

the proposed stipulation on Issue 144. 

COMMISSIONER KIESLING: Move it. 

CHAIRMAN CLARK: Without objection. Proposed 

stipulation on Issue 144 is accepted. 

MR. JAEGER: With that, Staff calls Robert F. 

Dodrill. 

CHAIRMAN CLARK: Let me indicate, it would be 

ny intention to get through the Staff witnesses today, 

and I would like to ask that all those Staff witnesses 

stand and be sworn in at the same time. If you haven't 

slready been sworn in. Would you please raise your 

right hand? 

(Witnesses collectively sworn.) 

CHAIRMAN CLARK: Thank you very much. 

ROBERT DODRILL 

&as called as a witness on behalf of FPSC Staff, and 
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having been duly sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. JAEGER: 

Q Please state your name and business address 

for the record. 

A I'm Robert Dodrill with the Florida Public 

Service Commission District Office in Orlando, Florida. 

That is 400 West Robinson Street, Orlando 32801-775. 

Q And in what capacity are you employed? 

A I'm a regulatory analyst with the district 

AFAD office. 

Q Have you prefiled direct testimony in this 

docket consisting of four pages? 

A Yes, I have. 

Q Do you have any changes or corrections to your 

testimony? 

A Yes, I have, sir. Beginning with Page 3 of 

the direct filed, I would like to make some insertions. 

On Line 6, Line 6, should read "Audit Exception No. 3 

recommends that a portion of the $886,409 in the 

deferred debits be..." That's Line 6. And Line 9, Line 

9 should read, "An appraisal of this property states 

that a portion of.. .@I 

Q So you're adding "a portion" and crossing out 

vlapproximately 62.5 percent"? 
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A That's correct. I'm sorry. And on Line 11, 

Line 11 should read, "that a portion of the water 

source, I' et cetera. 

And on Line 14, that should read, "recommend 

that a portion of these costs be removed.l1 

Q Does that complete your corrections to your 

testimony? 

A To the testimony, yes. 

Q With those corrections, if I were to ask you 

the same questions, would your testimony be the same 

today? 

A Yes, it would. 

MR. JAEGER: Chairman Clark, may we have 

Mr. Dodrill#s testimony, consisting of four pages of 

testimony, inserted into the record as though read? 

CHAIRMAN CLARK: The prefiled direct testimony 

of Robert F. Dodrill will be inserted in the record as 

though read. 

Q (By Mr. Jaeger) Mr. Dodrill, did you also 

file exhibit numbers -- 
A Yes, I did. 

Q You have one exhibit, is that correct, 1 

through 7? 

A I have Exhibit RFD-1, and I have changes to 

Pages 7 and 8 .  That's RFD-1, Page 7 of 13. And the 
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second to the last paragraph, I would omit the entire 

?aragraph, which is just one sentence beginning with 

"The value of .It 

Q Okay, and your next correction? 

A The next correction is on Page 8 of 13, right 

nfter "the opinion:" I would like to exclude the entire 

:alculation, down through and including "total allocated 

336a,409.11 

Q So starting out of the "160 acres" down 

:hrough the Iftotal allocated," you're crossing all that 

>Ut? 

A That's correct. And in the recommendation, 

the line should read, I8reclassify a portion of the 

$886,409." 

MR. JAEGER: Chairman, may we have exhibits -- 
nake sure -- RFD-1 through -7 identified? 

CHAIRMAN CLARK: They'll be identified as 

Ixhibit 190. 

(Exhibit No. 190 marked for identification.) 
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DIRECT TESTIMONY OF ROBERT F. DODRILL 
. 

. 
Mer, Suite N512. 400 W .  Robinson Street, Orlando, Florida. 

. 

. 
nalyst 111 i n  the Division of Auditing and Financial Analysis. 

. 

. I have been employed by the Florida Public Service Commission since 

2ptember. 1979. Briefly, from mid-1993 u n t i l  the end of 1994 I lef t  the 

mmission and I assisted i n  operating a family business. 

. 

. I graduated from the University of Florida i n  1971, w i t h  a major i n  

Jsiness Operations Research. I am also a Certified Public Accountant 

icensed i n  the State of Florida. 

. Please describe your current responsibilities. 

. Currently, I am a Regulatory Analyst 111 with  the responsibilities of 

lanning and directing audits of regulated companies, and assisting i n  audi ts  

f affiliated transactions. I also am responsible for creating a u d i t  work 

rograms t o  meet a specific a u d i t  purpose and I direct and control assigned 

taff work as well as participate as a staff auditor and a u d i t  manager. 

. 

2gul atory agency? 

. Yes. I testified i n  the following: Gainesville Gas Company Rate Case, 

xket No. - 870688-GU: United Telephone Rate Case, Docket No. 910980-TC: 

Please State your name and business address. 

My name is Robert F .  Dodrill and my business address is  Hurston North 

By whom are you presently employed and i n  wha t  capacity? 

I am employed by the Florida Public Service Commission as a Regulatory 

How long have you been employed by the Commission? 

Briefly review your educational and professional background. 

Have you presented expert testimony before this Commission or any other 
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Marco I s land  U t i l i t i e s  Rate Case. Docket No. 920655-WS. 

Q. What i s  t h e  purpose o f  your testimony today? 

A. The purpose o f  my testimony i s  t o  sponsor s p e c i f i c  f i nd ings  i n  t h e  s t a f f  

aud i t  repor t  o f  Southern States U t i l i t i e s .  I n c . ,  Docket No. 950495-WS. I am 

SPOnsoring Audi t  Exceptions 1. 2. 3, and 10, and Audi t  Disclosures 2, 17. and 

18. These f ind ings  are f i l e d  w i t h  my testimony and are  i d e n t i f i e d  as RFD-1. 

4. Please review t h e  aud i t  exceptions you are sponsoring. 

A. Audi t  Exceptions d isc lose subs tan t ia l  non-compliance w i t h  t h e  Uniform 

System o f  Accounts, a Commission r u l e  o r  order ,  S t a f f  Advisory B u l l e t i n s ,  and 

formal company p o l i c y .  Audi t  Exceptions a lso  d isc lose  company e x h i b i t s  t h a t  

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

under ly ing records o r  documentation t o  support t h e  general ledger o r  exh ib i t s .  

Audi t  Exception No. 1 states that t h e  u t i l i t y ' s  books and records are 

i n  v i o l a t i o n  of Commission Rule 25-30.450, F lo r i da  Admin is t ra t ive Code. This 

r u l e  s ta tes t h a t  t h e  supporting schedules f o r  a f i l i n g  must be organized i n  

a systematic and ra t i ona l  manner " t o  enable Commission personnel t o  v e r i f y  the  

schedules i n  an expedient manner and minimum amount o f  t ime . "  I n  order t o  

reconc i le  t h e  MFR accumulated deprec iat ion balance w i t h  t h e  general ledger, 

the  u t i l i t y  sa id  t h a t  i t  would requ i re  " .  . . a t  l e a s t  two weeks.. .I' f o r  i t s  own 

employees t o  complete t h e  task.  I be l ieve  t h a t  t h i s  i s  i n  v i o l a t i o n  o f  the  

r u l e .  The aud i t  workpapers support ing t h i s  except ion are attached as E x h i b i t  

RFD-2. 

Audi t  Exception No. 2 recommends t h a t  t h e  Commission reduce t h e  Land 

account f o r  non-ut i  1 i ty  proper ty  acquired through t h e  C o l l i e r  proper ty  

condemnation. The u t i l i t y  acquired 212.5 acres through t h e  condemnation. I 

- 2 -  



3209 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

.P 

0 

reviewed f i v e  appraisals re la ted  t o  t h i s  proper ty .  The appraisals i nd i ca te  

t h a t  a po r t i on  o f  the  land acquired w i l l  no t  be used as a water source. I 

recommend t h a t  t h e  p o r t i o n  not re la ted  t o  t h e  water source be r e c l a s s i f i e d  as 

N o n - u t i l i t y  proper ty .  The aud i t  workpapers support ing t h i s  exception are 

attached as RFD-3. 4 pOc-Clbn 
.L 

Audi t  Exception No. 3 recommends t h a t  $886,409 i n  deferred deb i t s  be 

r e c l a s s i f i e d  t o  Miscellaneous N o n - u t i l i t y  Expenses. These costs r e l a t e  t o  the  

development and u l t ima te  purchase o f  water source land known as the  Dude 

. o f  Property. 

the  proper ty  i s  ava i l ab le  f o r  p i t  mining. Other documents I reviewed ind i ca te  

tha tk the  water source a t  t h i s  l o c a t i o n  i s  t o  be used f o r  r a w  water sales t o  

Massachusetts Mutual Go l f  Course. This g o l f  course i s  out  o f  t h e  u t i l i t y ’ s  

Cz$.tl.-. : 
An appraisal  o f  t h i s  proper ty  s ta tes t h a t  

Qpo&;on 6 

serv ice area and t h e  r venue would be n o n - u t i l i t y  income. Therefore, I 
99artiQ n of 

recommend t h a t  khese  costs be removed t o  Miscellaneous Non-ut i  l i t y  Expenses. 

The aud i t  workpapers supporting t h i s  exception are attached as RFD-4 

Audi t  Exception No. 10 discusses t h e  d i f f i c u l t y  I had i n  acqui r ing 

in format ion regarding organizat ion costs and my i n a b i l i t y  t o  adequately review 

t h e  in format ion due t o  i t s  lack o f  t ime l iness .  I be l i eve  that t h i s  delay was 

a v i o l a t i o n  o f  FPSC Rule No. 25-30.450. F.A.C. .  which was a lso  discussed i n  

Audi t  Exception No. 1. The aud i t  workpapers support ing t h i s  exception are 

attached as RFD-5. 

Q. 
A. Audi t  Disclosures d isc lose  mater ia l  f a c t s  that are outs ide t h e  

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

Audi t  Disclosure No. 2 discusses land add i t ions  i n  t h e  Lehigh serv ice 

Please review the aud i t  d isclosures you are sponsoring. 

- 3 -  
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area. I bel ieve t h a t  these addi t ions should be removed from cur ren t  r a t e  

making considerat ion as the  u t i l i t y  s ta tes  t h a t  t h i s  land i s  he ld  f o r  f u t u r e  

use. 

Audi t  Disclosure No. 17 discusses $33,082,895 o f  P lan t  Held f o r  Future 

Use which appears t o  be i n  the  MFR Plant  balances which reconc i l e  t o  the  

General Ledger amounts. The aud i t  workpapers r e l a t e d  t o  t h i s  d isc losure  are 

attached as RFD-6. 

Audi t  Disclosure No. 18 b r i e f l y  discusses my review o f  two journal  

en t r i es  provided i n  t h e  d e t a i l  f o r  organizat ion cos ts .  As I mentioned 

prev ious ly ,  t h i s  in format ion was provided l a t e  and I d i d  no t  have s u f f i c i e n t  

t ime t o  f u l l y  review i t .  The aud i t  workpapers r e l a t e d  t o  t h i s  d isc losure  are 

attached as RFD-7. 

Q. 

A. Yes, i t  does. 

Does t h i s  conclude your testimony? 

- 4 -  
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Q (By Mr. Jaeger) Chairman, the witness is 

:endered for cross. 

CHAIRMAN CLARK: Mr. Beck. 

M R .  BECK: NO questions. 

CHAIRMAN CLARK: Mr. Jacobs. 

MR. JACOBS: No questions. 

CHAIRMAN CLARK: Mr. Twomey. Mr. Feil. 

CROSS EXAMINATION 

LY MR. FEIL: 

Q Thank you. If I may, Mr. Dodrill, you have 

!hanged Audit Exception No. 3 so that it reads now I1a 

lortion of the total.I1 And is it correct that your 

.estimony now is that you do not identify a portion of 

be total; is that correct? 

A That's correct. 

Q Thank you. Mr. Dodrill, because of the 

tipulation that SSU and Staff was able to work out, I'm 

appy to report to you that I've reduced your cross 

xamination considerably, so you won't be up as long. 

My first line of cross pertains to Audit 

xception No. 2, which begins on RFD-1, Page 3 of 13. 

r. Dodrill, could you tell me whether or not you 

ielieve that you are an expert in hydrogeology? 

A No, I am not. 

Q Are you an expert in planning and zoning? 
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3212 

NO, I'm not. I'm an auditor. 

Are you an expert in land appraisal? 

No, I'm not. 

Are you an expert in utility valuation? 

No, I am not. 

Condemnation? 

No, I am not. 

Environmental science? 

No, I am not. 

Engineering? 

NO, I am not. 

How many times in the past have you 

iarticipated in the condemnation of utility property, 

fr. Dodrill? 

A This is my first experience. 

Q So you've never even reviewed a utility's 

!urchase of property through condemnation in the past? 

A That's correct. 

Q Can you tell me what the standard is for 

ietemining the value of property in the condemnation 

irocess, if you know? 

A Matt, I just said that I was not an expert. 

Q Can you tell me what a water supply setback 

requirement is, if you know? 

A I'm not an engineer. 
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Q Can YOU tell me what the definition -- can YOU 
tell me what DEP's definition of a pollution source is? 

A I've already expressed, Matt, that I'm not an 

expert in that area. 

Q Can you tell me what the likelihood is of sSU 

ever getting a permit to build residential homes on any 

portion of the 212 acres condemned? 

A That's an area that's outside my field of 

expertise. 

Q So you couldn't even assess the likelihood of 

SSU ever getting a permit to build on any portion of the 

212 acres for purposes of residential or commercial 

development? 

A As I expressed before, that's outside the area 

of my expertise. 

Q Your recommendation, as I understand it in 

Audit Exception 2, is that the -- that a portion of the 
property condemned should be treated as non-utility 

property; is that correct? 

A That's correct. 

Q And if it's non-utility property, does it 

stand to reason that it is also nonused and useful 

property to the utility? 

A That's probably correct, yes. 

Q Can you tell me how you determined the used 
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Kr. Dodrill? 

A Certainly. In the audit process, I look at 

allocations of assets based on SFASB guidelines. I'm an 

accountant. As an analyst for the Commission I do 

allocations. In the past I've done allocations of gas, 

property, I've done allocations of various properties 

based on engineering estimates of percentages. It's not 

my point -- itts not my expertise to come up with a 
percentage, but based on those allocations, based on 

those percentages, I do sponsor allocations of property 

to non-used and useful or non-utility. 

Q Well, for purposes of your testimony in this 

proceeding, didn't you just say that by virtue of being 

non-utility property, that it was nonused and useful? 

A What I am saying is that I relied on five 

experts, their work products, which were supplied to me 

by Southern States, those being the appraisals given to 

establish the value of the condemned land. And each one 

3f those experts said that so many acres were wetlands, 

so many acres were lakes and so many acres were 

uplands. And in valuing those uplands, these 

appraisers, these certified appraisers, gave specific 

schedules as to number of lots that could be developed. 

rhey gave very good definitions of value based on real 
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Q Well, it's your testimony, was it not, that 

you are not an expert in appraisal or condemnation, 

zorrect? 

A That's right. 

Q Could you tell me what the purpose is of an 

sppraisal done prior to or during the course of a 

zondemnation proceeding then? 

A I think it's to establish value for 

negotiation purposes. 

Q Can you tell me whether or not in your opinion 

a property owner's appraisal is generally going to be 

higher or lower than that of the condemning authority, 

if you know? 

MR. JAEGER: Chairman Clark, I'm going to 

Dbject. I think he's already said that's outside his 

experience and his professional -- 
MR. F E I L :  My problem with that is that 

Yr. Dodrill said that he relied on the appraisals in 

Drder to formulate the basis for his opinion, and I'm 

asking for information pertinent to his evaluation and 

ghat he knows about the purpose of those appraisals. If 

he doesn't understand the purpose of the appraisals, 

then he's not going to understand the import of the 

appraisals. 
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CHAIRMAN CLARK: What was your question again, 

Kr. Feil? 

MR. FEIL: Question was whether or not he knew 

a property owner's appraisal is generally going to be 

higher or lower than the condemning authority's 

appraisal. 

CHAIRMAN CLARK: I'll allow the question. 

Q (By Mr. Feil) And again, Mr. Dodrill, if you 

know. 

A I don't know. 

Q And you've already said, I believe, that you 

are not an expert in used and useful? 

A That's correct, I'm not an engineer. 

Q Do you know whether or not SSU could have 

condemned only the acreage under water for this 212-acre 

tract? 

A I understand there are occasions, as reflected 

in the Uniform System of Accounts, where a utility has 

to acquire more land than is necessary for utility 

purposes. 

which I stated in my opinion, the Uniform System says 

those areas not used in utility service should be 

allocated out of the rate base. 

And based on the Uniform System of Accounts, 

Q So do you know, Mr. Dodrill, whether or not 

the entire 212-acre tract is being used for purposes of 
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A I don't know. 

Q Thank you. 

MR. FEIL: May I have a moment to confer? 

Pause) Nothing further. 

CHAIRMAN CLARK: Commissioners? Redirect? 

MR. JAEGER: No redirect, Madam Chairman. 

CHAIRMAN CLARK: Thank you, Mr. Dodrill. 

:xhibits? 

MR. JAEGER: 190, I would like to move. 

CHAIRMAN CLARK: All right, Exhibit 190 is 

!ntered into the record without objection. You are 

Lxcused, Mr. Dodrill. Thank you very much. 

(Exhibit No. 190 received into evidence.) 

MR. JAEGER: Thank YOU, Mr. Dodrill. 

WITNESS DODRILL: Thank you, Commissioners. 

(Witness Dodrill excused.) 

* * * 
CHAIRMAN CLARK: Mr. Jaeger, is Mr. Winston 

iext? 

M R .  JAEGER: Yes. Staff calls Charleston 

linston. 

CHARLESTON JAMES WINSTON 

ras called as a witness on behalf of FPSC Staff, and 

laving been duly sworn, testified as follows: 
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DIRECT EXAMINATION 

BY MR. JAEGER: 

Q Mr. Winston, would you please state your name 

and business address for the record? 

A Yes. My name is Charleston James Winston. 

The business address is 400 West Robinson Street, Suite 

512 North, Orlando, Florida 32 -- I'm sorry, 32801. 

Q By whom are you employed and in what capacity? 

A I'm employed by the Florida Public Service 

Commission of the Orlando District, and I serve as a 

regulatory analyst. 

Q Have you prefiled direct testimony in this 

docket consisting of four pages? 

A Yes, I have. 

Q Do you have any changes or corrections to your 

testimony? 

A No, I do not. 

Q If I were to ask you the same questions, would 

your testimony be the same today? 

A Yes, it would. 

MR. JAEGER: Chairman Clark, may we have 

Mr. Winston#s testimony inserted into the record as 

though read? 

CHAIRMAN CLARK: The prefiled direct testimony 

of Mr. Winston will be inserted in the record as though 
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Q (By Mr. Jaeger) Mr. Winston, did you also 

File Exhibit NO. CJW-1 with your testimony? 

A Yes, I did. 

Q Do you have any changes or corrections to this 

?xhibit? 

A No, I do not. 

MR. JAEGER: Chairman, may we have that 

zxhibit identified? 

CHAIRMAN CLARK: CJW-1 will be marked as 

Zxhibit 200. 

MR. JAEGER: Chairman, this witness is 

:endered for cross. 

;orry. 

CHAIRMAN CLARK: Mr. Beck. 

MR. BECK: NO questions. 

CHAIRMAN CLARK: Mr. Twomey. 

MR. TWOMEY: NO questions. 

CHAIRMAN CLARK: Mr. Feil. 

MR. FEIL: Yes, ma'am. Thank you. 

M R .  JAEGER: Chairman Clark, excuse me, I'm 

You said 200? 

CHAIRMAN CLARK: You're right, 191. 

MR. JAEGER: I thought I said 191. 

CHAIRMAN CLARK: Thank YOU. 

MR. FEIL: The exhibit is 1917 
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CHAIRMAN CLARK: Y e s .  

(Exhibit No. 191 marked for identification.) 
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DIRECT TESTIMONY OF CHARLESTON J . WINSTON 

Please s ta te  your name and business address. I .  
\ .  My name i s  Charleston J .  Winston and my business address i s  Hurston 

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

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

\. I am employed by the  Flor ida Public Service Commission as a Regulatory 

Lnalyst I V  i n  the  Div is ion o f  Audit ing and Financial Analysis. 

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

\. I have been employed by the  F lor ida Publ ic Service Commission f o r  

ipproximately 10 years. 

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

i. I have a Bachelor o f  Science degree i n  Accounting and Finance from the 

In ivers i ty  o f  South Carolina. I was employed by the  Publ ic Service Connnission 

n January, 1986. 

I .  
\. Currently, I am a Regulatory Analyst I V  w i th  the  respons ib i l i t i es  o f  

i lanning and d i rec t ing  the more complicated f i nanc ia l ,  program, special and 

nvest igat ive audi ts,  including audits o f  a f f i l i a t e  transactions. I also am 

*esponsible f o r  creat ing audi t  work programs t o  meet a spec i f i c  audi t  purpose 

ind in tegra t ing  EDP appl icat ions i n t o  these programs. I also d i rec t  and 

:ontrol assigned s t a f f  work as wel l  as par t i c ipa te  as a s t a f f  audi tor  and 

ludi t manager. 

I .  

,egul atory agency? 

i. 

Please describe your current responsi b i  1 i ti es . 

Have you presented expert testimony before t h i s  Commission or  any other 

Yes. I t e s t i f i e d  i n  the  United Telephone Company Rate Case, Docket No. 
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Q. What i s  the  purpose o f  your testimony today? 

A. The purpose of my testimony i s  t o  sponsor s p e c i f i c  por t ions  of t h e  s ta f f  

aud i t  repor t  of Southern States U t i l i t i e s ,  Inc. ,  Docket Number 950495-WS and 

t o  address s p e c i f i c  f ind ings  included. I am sponsoring t h e  admin is t ra t i ve  

p o r t i o n  o f  t h e  Audi t  Report and Audi t  Exceptions 7, 8, and 9. and Audi t  

Disclosures 1, 3, 12, 13, and 14 . These pages are f i l e d  w i t h  my testimony 

and are i d e n t i f i e d  as CJW-1. 

4. 
A. 

preparat ion o f  t h i s  repor t .  

above . 

Q. Please review the  aud i t  exceptions you are  sponsoring. 

A. Audi t  Exceptions d isc lose substant ia l  non-compliance w i t h  t h e  Uniform 

System o f  Accounts, a Commission r u l e  o r  order ,  S t a f f  Advisory B u l l e t i n s ,  and 

formal company p o l i c y .  Audi t  Exceptions a lso  d isc lose  company e x h i b i t s  t h a t  

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

under ly ing records o r  documentation t o  support t h e  general ledger o r  exh ib i t s .  

Audi t  Exception No. 7 recommends a $10,451 reduct ion t o  water C I A C  f o r  

an i tem t h a t  the  u t i l i t y  r e t i r e d  from i t s  books bu t  d i d  not  remove from i t s  

f i l i n g .  

Was t h i s  aud i t  repor t  prepared by you? 

I was t h e  aud i t  manager i n  charge o f  t h i s  aud i t  and coordinated the  

I am s p e c i f i c a l l y  sponsoring t h e  items l i s t e d  

Audi t  Exception No. 8 i d e n t i f i e s  $49,009 i n  Pre l iminary Survey and 

Inves t iga t ions  costs r e l a t e d  t o  a p r o j e c t  t h a t  was abandoned a t  t h e  end o f  

1991. These costs were then moved t o  Account 1862 and amortized over four  

years. I recommend t h a t  these costs be w r i t t e n  o f f  t o  e i t h e r  Miscellaneous 

- 2 -  
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675. An adjustment t o  t h i s  i tem w i l l  a lso  a f f e c t  the  working c a p i t a l  

allowance. 

Audi t  Exception No. 9 i d e n t i f i e s  855,361 re la ted  t o  an abandoned p lan t  

add i t ion .  These costs were moved t o  Account 1862 and amortized over four  

years. The u t i l i t y  i s  amort iz ing these costs beginning January, 1994. I 

recommend t h a t  these costs be w r i t t e n  o f f  t o  e i t h e r  Miscellaneous N o n - u t i l i t y  

Expense. Account No. 426. o r  Miscellaneous Expenses, Account No. 775. An 

adjustment t o  t h i s  i tem w i l l  a lso a f f e c t  t h e  working c a p i t a l  allowance. 

Q. 
A. Audi t  Disclosures d isc lose mater ia l  f a c t s  t h a t  are outs ide t h e  

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

Please review t h e  aud i t  d isc losures you are  sponsoring. 

Audi t  Disclosure No. 1 repor ts  t h a t  t h e  1996 working c a p i t a l  allowance 

includes condemnation pro jec ts  f o r  Deltona Lakes and Marco Is land.  The 

u t i l i t y  i s  amort iz ing these pro jec ts  over 15 years. 

Audi t  Disclosure No. 3 discusses the  u t i l i t y ’ s  reduct ion t o  CIAC f o r  

The u t i l i t y  s ta tes t h a t  t h i s  adjustment cor rec ts  an e r r o r  Sugarmill Woods. 

i n  t h e  MFR amounts reported i n  the  l a s t  r a t e  case, Docket No. 920199-WS. 

Audi t  Disclosure No. 12 recommends t h a t  the  1996 average working c a p i t a l  

allowance should be reduced by $204,043 t o  remove Account No. 1710. Accrued 

I n t e r e s t  Receivable. Commission p o l i c y  has been t o  exclude i n t e r e s t  bearing 

accounts and t h e  re la ted  i n t e r e s t  f o r  r a t e  making purposes. 

Audi t  Disclosure No. 13 addresses t h e  amort izat ion o f  t h e  loss  on 

abandonment o f  the  Seaboard Wastewater p l a n t .  Chapter 25 -30 .116(1 ) (~ ) (2 ) ,  

F.A.C. s ta tes t h a t  unless otherwise author ized by t h e  Commission, p ro jec ts  

- 3 -  
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t h a t  have been cancelled may not be included i n  CWIP nor  accrue AFUDC. 

Therefore, I recommend t h a t  $19,590 be removed from t h e  cost  o f  abandonment. 

I n  add i t ion ,  the  u t i l i t y  amortized t h i s  loss over 5 years. Chapter 25- 

30.433(a), F.A.C. requires the  amort izat ion per iod  t o  be determined by 

d i v i d i n g  the  net  loss by the  sum o f  t h e  annual deprec iat ion expense plus the  

d o l l a r  r a t e  o f  re tu rn  t h a t  would have been allowed. This c a l c u l a t i o n  r e s u l t s  

i n  an amort izat ion per iod o f  12 years. Therefore, I recommend that t h e  t o t a l  

amort izat ion expense f o r  1996 be adjusted t o  $53.088. 

Audi t  Disclosure No. 14 recommends a reduct ion t o  t h e  1996 working 

c a p i t a l  allowance o f  $1,849,076. The u t i l i t y ’ s  1996 pro jec t ions  f o r  

Prel iminary Survey and Inves t iga t ions  was s i g n i f i c a n t l y  h igher  than the  actual 

amounts through September, 1995. I n  add i t ion ,  t h e  u t i l i t y ’ s  support ing 

documentation was i n t e r n a l l y  generated w i t h  no outs ide v e r i f i c a t i o n .  I 

bel ieve  t h a t  t h e  wide variance ind ica tes  an e r r o r  i n  t h e  p ro jec t i on ,  and as 

the  u t i l i t y  has no outs ide support f o r  i t s  est imate,  I recommend t h a t  t h e  

pro jec t ions  be reduced. 

Q. 

A. Yes, i t  does. 

Does t h i s  conclude your testimony? 

- 4 -  
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CROSS EXAMINATION 

BY MR. FEIL: 

Q Good afternoon, Mr. Winston. I only have a 

€ew brief questions for you which pertain to Audit 

Exception No. 8 and Audit Exception No. 9 .  Which are 

3JW pages 10 and 11. 

Specifically on Audit Exception No. 8 ,  

>pinion, recommendation, that paragraph there, do I 

understand your recommendation correctly to be that 

there should be a write-off in either one or the other 

account, and you are not making a recommendation that it 

should be one or the other? 

A First, I want to say good afternoon to you, 

too, Matt. Right. You're exactly right. At this point 

we want to leave it up to the Commission to make that 

Aetermination. 

Q That was my understanding as well. Thank 

you. 

A You're welcome. 

Q The Utility, or SSU, incurred expenses for 

this particular project, though: is that correct? 

A That is correct. 

Q And to your knowledge, were any of the funds 

Aiverted in any way? The Company did actually spend the 

money: did it not? 
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A True. 

Q And the Utility had in its filing or on its 

Books a number of abandoned projects; is that correct? 

A Yes, that could be correct. 

Q There was more than just this one, correct? 

A Right, right. 

Q In light of that, do you not think it 

‘easonable to assume that a utility may have abandoned 

irojects in the future? 

A That very well could be a safe assumption. 

Q And then my questions with regard to Audit 

:xception NO. 9 would be basically the same, that is 

:hat you’re not recommending one treatment over another; 

.s that correct? 

A That’s true. 

Q And that the Utility actually incurred the 

!xpenses associated with the project; is that correct? 

A That’s correct. 

Q And that none of the funds were diverted in 

my way or spent on some other project to the best of 

‘our knowledge? 

A To the best of my knowledge, that’s true. 

Q And that it’s reasonable to assume that the 

Itility will have abandoned projects in the future: is 

:hat correct? 
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A I assume that's a safe assumption. 

MR. FEIL: I have nothing further. 

CHAIRMAN CLARK: Redirect? 

MR. JAEGER: No redirect. 

CHAIRMAN CLARK: Exhibits? 

MR. JAEGER: We'll have the CJW-1 admitted as 

3xhibit 191. 

CHAIRMAN CLARK: It will be admitted without 

,bjection as Exhibit 191. Thank you, Mr. Winston. 

WITNESS WINSTON: Thank YOU, Commissioners. 

(Exhibit No. 191 received into evidence.) 

(Witness Winston excused.) 

* * * 
MR. JAEGER: Next witness Staff Will call iS 

Teffery A. Small. 

JEFFERY A .  SMALL 

aas called as a witness on behalf of FPSC Staff, and 

naving been duly sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. JAEGER: 

Q Mr. Small, please state your name and business 

address for the record. 

A My name is Jeffery A. Small. I work at 400 

West Robinson Street, Orlando, Florida 32801. 

Q By whom are you employed and in what capacity? 
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A I'm employed by the Florida Public Service 

2OmUiSSiOn, the Orlando District Office. 

3s a regulatory analyst. 

I am employed 

Q Have you prefiled direct testimony in this 

iocket consisting of five pages? 

A Yes, sir, I have. 

Q Do you have any changes or corrections to your 

testimony? 

A Yes, sir, I do. On Exhibit JAS-1, Page 15 of 

21, under the subject Interim 1996, that should be -- 
strike the 1996,  that should be 1 9 9 5 .  

Q That's up in the heading there. Any other 

=orrections? 

A That's it. 

Q With those corrections -- okay, that was to 
your exhibit. 

testimony? 

There was no corrections to your actual 

A NO, sir. 

Q I€ I were t o  ask you the same questions today, 

would your testimony be the same today? 

A Yes, sir. 

MR. JAEGER: Chairman, may we have Mr. Small's 

testimony inserted into the record as though read? 

CHAIRMAN CLARK: The prefiled direct testimony 

of Jeffery A .  Small will be inserted in the record as 
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though read. 

Q (By Mr. Jaeger) Mr. Small, did you also file 

3xhibit Nos. JAS-1 through 5 with your testimony? 

A Yes, sir. 

Q And you corrected JAS-1; is that correct? 

A Yes, sir. 

Q Do you have any changes or corrections to any 

3ther exhibits? 

A No, sir. 

MR. JAEGER: Chairman, may we have those 

axhibits identified? 

CHAIRMAN CLARK: Yes, JAS-1 through 5 will be 

larked as Exhibit 192. 

(Exhibit No. 192 marked for identification.) 



3230 

P 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2r 

21 

22 

2: 

24 

25 

DIRECT TESTIMONY OF JEFFERY A. SMALL 

Q. 
A. 

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

Q. 

A. 

Analyst I1 i n  the Div is ion o f  Audit ing and Financial Analysis. 

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

A.  I have been employed by the  F lor ida Public Service Commission f o r  two 

years. 

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

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

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

Service Commission January 1994. I am also a C e r t i f i e d  Public Accountant 

l icensed i n  the  State o f  F lor ida.  

3 .  Please describe your current responsi b i  1 i ti es. 

A .  Currently, I am a Regulatory Analyst I 1  w i th  the  respons ib i l i t i es  o f  

par t i c ipa t ing  as a staf f  audi tor  i n  a large team e f f o r t  and working 

unaccompanied as an audi t  manager o r  team leader d i rec t i ng  a small audi t  

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

accomplish stated audi t  object ives.  

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

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

audi t  report  o f  Southern States U t i l i t i e s ,  I nc . ,  Docket No. 950495-WS. I am 

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

Please s ta te  your name and business address. 

MY name i s  Jeffery A. Sma l l  and my business address i s  Hurston North 

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

I am employed by the F lor ida Public Service Commission as a Regulatory 
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15. and 16. These findings are f i l e d  w i th  my testimony and are i den t i f i ed  as 

JAS-1. 

Q. Please review the  audi t  exceptions you are sponsoring. 

A. Audit Exceptions disclose substantial non-compliance with the  Uniform 

System o f  Accounts, a Commission r u l e  o r  order, S t a f f  Advisory Bu l l e t i ns ,  and 

formal company po l i cy .  Audit Exceptions also disclose company exh ib i ts  t h a t  

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

underlying records o r  documentation t o  support the  general ledger o r  exhi b i t s .  

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

Shores system's purchase o f  water from the  Marco Is land system. The f i r s t  

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

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

t o  r e f l e c t  t he  reduction o f  reportable revenues f o r  purposes o f  ca lcu lat ing 

the  regulatory assessment fees payable t o  the  Commission. 

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

I n  a Tampa E lec t r i c  Company ra te  expenses al located from Minnesota Power. 

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

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

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

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

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

and passed through t o  subsidiary companies. 

Therefore, based on t h i s  past Commission act ion,  I recommend tha t  these 

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

attached as JAS-2. 

- 2 -  
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Audi t  Exception No. 6 discusses t h e  u t i l i t y ' s  w r i t e -o f f  of $19.143 for 

an abandoned Prel iminary Survey and Inves t i ga t i on  p r o j e c t .  The u t i l i t y  

recorded t h i s  amount i n  Contractual Services - Other. I be l ieve  t h a t  t h i s  i s  

i nco r rec t .  I recommend t h a t  t h i s  amount be charged t o  e i t h e r  Miscellaneous 

Expense o r  Miscellaneous N o n - u t i l i t y  Expense. 

Q. 
A. Audi t  Disclosures d isc lose mater ia l  f ac ts  t h a t  are outs ide t h e  

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

Audi t  Disclosure No. 4 discusses t h e  Seaboard system i n  Hi l lsborough 

county and my concern regarding the  u t i l i t y  p l a n t  i n  serv ice  inc luded i n  r a t e  

base. The u t i l i t y  purchases water from t h e  City o f  Tampa v i a  Hi l lsborough 

County i n  accordance w i t h  a s p e c i f i c  water purchase agreement. These 

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

o r i g i n a l  p lan t  i n  serv ice as we l l  as a l l  t h e  cost  associated w i t h  the 

const ruct ion o f  the  interconnect with Hi l lsborough County. 

Please review t h e  aud i t  d isclosures you are sponsoring. 

Audi t  Disclosure No. 5 discusses t h e  recorded sludge hau l ing  expense f o r  

t h e  Beecher Point  and Palm Port systems. This expense should be i d e n t i f i e d  

as a Purchased Sewage Treatment Expense ra the r  than sludge haul ing.  I n  

add i t i on  t h e  expense should not  be t rea ted  as a recu r r i ng  O&M expense because 

a more cost  e f f e c t i v e  method should be developed. 

Audi t  Disclosure No. 6 discusses an aud i t  request regarding the  

e l a s t i c i t y  adjustment. The u t i l i t y  s ta ted  t h e  in fo rmat ion  requested would 

have t o  be provided by D r .  Whitcomb. Therefore, I d i d  no t  review t h e  

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

Audi t  Disclosure No. 7 discusses t h e  u t i  1 i ty  's  conservation expenses and 

- 3 -  
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makes cer ta in  comparisons w i th  the  way these expenses are incurred and 

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

recommend tha t  conservation programs should be approved i n  advance and only 

expenses spec i f i ca l l y  re la ted t o  those approved programs should be charged t o  

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

as JAS-3. 

Audit Disclosure No. 8 recommends t h a t  t he  purchased power expense f o r  

t he  Deltona Lakes system be reduced. The u t i l i t y  has consis tent ly  over 

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

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

attached as JAS-4. 

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

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

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

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

t h i s  ra te  case. 

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

Hurricane Preparedness program are non-recurring expenses and should be 

amortized over f i v e  years. 

Audit Disclosure No. 11 recomends tha t  the  projected expenses f o r  the  

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

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

JAS-5. 

Audit Disclosure No. 15 recommends tha t  the  projected sa lary  expense 

should be reduced t o  correct  an er ro r  i n  the a t t r i t i o n  adjustment ca lcu lat ion.  

- 4 -  
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The u t i l i t y  s ta ted  t h a t  the  a t t r i t i o n  adjustment for  1996 should be 5.75%.  no t  

the  5.87% included i n  the  MFRs. 

Audi t  Disclosure No. 16 discusses t h e  sa la ry  expense f o r  t h e  Executive 

D iv i s ion .  

Q. Does t h i s  conclude your testimony? 

A. Yes, i t  does. 

- 5 -  
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M R .  JAEGER: Chairman, this witness is 

endered for cross. Oh, Chairman Clark, something I 

orgot to do, I passed out a packet and in that packet, 

ages 20 and 21 of JAS-1, that is the unredacted 

ortion. When we filed this exhibit it was considered 

onfidential or being held as confidential pending the 

utcome of certain -- but anyhow, it is now no longer 
onfidential and I wanted to make sure you had the 

nredacted copy. 

CHAIRMAN CLARK: Okay, that -- but JAS-1 
hrough 5 will be marked as Exhibit 192 and you have now 

lassed out a copy of that exhibit with no redactions and 

hat's the exhibit that should be entered in the record. 

MR. JAEGER: That's correct. 

CHAIRMAN CLARK: Okay. All right, is the 

fitness tendered for cross-examination? 

M R .  JAEGER: Yes. 

CHAIRMAN CLARK: Mr. Beck. 

M R .  BECK: No questions. 

CHAIRMAN CLARK: Mr. Jacobs. 

M R .  JACOBS: No questions. 

CHAIRMAN CLARK: Mr. Twomey. 

MR. TWOMEY: NO. 

CHAIRMAN CLARK: Mr. Willingham. 

CROSS EXAMINATION 
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BY MR. WILLINGHAM: 

Q Thank you. Mr. Small, my name is Bill 

Willingham and I'm here on behalf of Southern States. 

And I'd just like to go through some of your audit 

exceptions and disclosures so we can clarify a few 

things. 

MR. JAEGER: Chairman Clark, I'm sorry, I'm 

not able to hear Mr. Willingham. 

CHAIRMAN CLARK: Get close to the mike, 

Mr. Willingham. 

BY MR. WILLINGHAM: 

Q I'm just going to go through a couple of the 

audit exceptions and disclosures. I'd like to start 

with Audit Exception No. 5. And your Audit Exception 

No. 5 recommends the removal of all shareholder service 

expenses that were allocated to SSU from Minnesota Power 

& Light; is that correct? 

A That's correct. 

Q And in support of your position, I believe you 

cited PSC Order 11307, which states that, quote, 

"stockholder relations expenses are incurred for 

activities related to image building and good will. 

This type of expense is not normally allowed by this 

Commission if incurred by a utility." 

Is it your opinion that all of the shareholder 
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service expenses allocated to SSU from Minnesota Power & 

Light are stockholder relation expenses that are 

incurred for activities related to image building and 

lood will? 

A Based on the information I had, yes, sir. 

Q Are you aware that in the same order the 

!ommission allocated to the Utility 79 percent of TECO 

Cnergy, Inc.'s expenses of communicating with the 

iinancial community? 

A No, sir. 

Q Are you familiar -- have you read Order PSC 
.1307? 

A I've glanced at it. 

Q All right. The -- 
A I donlt have a copy. (Pause) 

Q I would like to direct you to Page 2 of your 

lestimony where you have the quote from the order. Do 

'ou see that? 

:here. "And then. 

It's towards the bottom of the page 

A Yes, sir. 

Q Did you type this in, or did you get this 

.anguage from someone else to put in there? 

A Did I type this particular document, or my 

!xception? 

Q My question is, why did you insert this 
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Language if you're not familiar with the order, or are 

{ou familiar with the order? 

A This order came to me through a research of 

:ommission documents. And this particular quote was 

in -- was included in that research. 
Q Okay. If I could, I would like to read to 

IOU -- it's immediately prior to the paragraph that you 

poted. It states -- 
MR. JAEGER: Chairman Clark, if he's going 

to -- has Mr. Small got a copy of that order in front 
3f him? 

MR. WILLINGHAM: I can provide my copy. I 

irould just assume -- I assumed that since he cited the 
xder that he was familiar with it. The quote I was 

going to read is immediately above it on the same page. 

CHAIRMAN CLARK: Mr. Willingham, I think he 

has requested that you show a copy of the order to the 

lyitness. 

Q (By Mr. Willingham) If you would please, look 

at the -- immediately above, I think itts No. 5 on 
there. 

A You mean where it says, "5. Allocation of 

expenses"? 

Q That's correct. If you could, just take a 

look at that. I believe that it states that the 
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zompany that were related to communicating with the 

Einancial community. (Pause) 

A I'm sorry, I still don't see where you're 

seeing that on here. Oh, okay, you said above that. 

)kay, you're saying the line "to issue stock and 

zommunicate with the financial community." 

Q That's correct. And my question really is, 

fou've listed in your -- I believe it's on Exhibit 

TAS-1, Page 4 of 21. You have a list -- there are 14 
items here. It says, "These costs include charges for 

the following types of services:1t And I would like to 

30 down that list if we could and possibly identify any 

that might be expenses associated with communicating 

gith the financial community. If you want to, we can go 

item by item or -- that's probably the easiest way to do 
it. 

A What page was that again? 

Q It's your Exhibit JAS-1, Page 4 of 21, which 

is Page 19 of the handout that I just received, if that 

ielps you. 

A Okay, I have the page. 

Q I guess first we could look at Item No. 4 ,  

mnual stockholders meetings. Could that be viewed as 

sn expense associated with community -- communicating 
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rith the financial community? 

A Yes. 

Q How about Item No. 9, SEC financial reports? 

4nd if you need clarification as to what these terms 

night include, we have -- I think I can provide that for 
IOU. 

A Yes. 

Q And how about No. 14, mailing to the financial 

:ommunity, would that be communications? 

A Yes. 

Q The quote that you have in your -- I believe 
it's Page 2 of your prefiled testimony, talks about -- 
ias a quote in there for image building and good will. 

[ would like to, if we could stay on this page here and 

30 through the remaining items and if you could tell me 

rhich ones of these you think are related to image 

milding and good will. Do you think No. 1 is related 

:o image building and good will? 

A It could be. 

Q So you're saying that labor costs for 

shareholders services department could be related to 

jood will? 

A Could or may be. 

Q All right, so it possibly could not be? 

A That's correct. 
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Q How about No. 2 ,  proxy and annual meeting 

notices? 

A It could be. It could not be also. 

Q It could not be. Okay, thank you. And No. 3, 

utility investor group assessments. 

A I am not sure about that one. 

Q Not sure. Could you tell me in any way that 

utility investor group assessments could be? 

A Excuse me? 

Q Item NO. 3, could you tell me in what way 

utility investor group assessments could be considered 

image building or for good will? 

A I don’t know. 

Q HOW about the same question for No. 2, the 

proxy and annual meeting notices? 

A Well, my understanding of a proxy, I’m 

assuming that that would be similar to like a proxy 

statement, which would be things that companies issue, 

you know, prior to the issuance of stock. I ’ m  not a 

stock or a financial expert, but that’s my understanding 

of what that might be. So that would be, you know, 

soliciting stock or something like that. 

Q Subject to check, if the proxy is a -- like a 
voting card that they send out, if -- assuming that 
definition then, the annual meeting notices, assuming 
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these are cost related to sending out the actual ballot 

or voting card, if you will, and -- 
A Talking for like the shareholders' meetings 

and things? 

Q Yes. Assuming that, subject to check, would 

you consider that to be for good will or for image 

building? 

A No, not if it was for the shareholders. 

Q How about the same for No. 1, labor costs for 

shareholder services department? 

A It depends on what the shareholder services 

department does. They could be soliciting new 

shareholders, which would be -- 
Q Do you know what the shareholder services 

department does? 

A Who, Minnesota Power & Light? No, sir. 

Q Okay. All right, if we could go down to 

No. 5, annual and quarterly shareholders reports. Do 

you consider that to be for image building and good 

will, and if so, why? 

A Well, if I was to assume that this is the same 

annual report that they published for anybody, then it 

could be -- it could be construed as being image 
building and good will, if it's available through the 

community at large, but if you're saying it's just for 
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the shareholders, then no. 

Q How about No. 6, the DRIP and stock purchase 

plans, same question. 

A I would not know about that. 

Q I'm sorry? 

A I would not know about that. 

Q Don't know. How about New York and American 

Stock Exchange assessments? 

A I would think that would be a possible image 

building enhancement. 

Q Image building? 

A Possible, either/or. 

Q Do you know what these assessments are? 

A I would think that it had something to do with 

the -- the way the various exchanges assess the stock of 
the Company. 

Q Subject to check, would you accept my 

definition that these are the fees that they must -- 
that investor-owned companies must pay annually to these 

different exchanges to be listed on the Exchange? 

A I'll accept that. 

Q Would that change your answer? 

A That would be no. 

CHAIRMAN CLARK: I'm sorry, it would not 

change your answer? 
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WITNESS SMALL: No, my answer would change to 

,o. I think that's what he was asking me. 

Q (By Mr. Willingham) How about on No. 8, 

,ating agency fees? 

A What type of agency would that be? 

Q Well, again, subject to check, these are fees 

.hat the Company pays to various rating agencies to 

iaintain their -- the rating of their credit and 
,ecurities. 

A Are talking about Standard & Poor's and -- 
Q Correct. 

A And Moody's and -- 
Q Correct. 

A I think it could probably go both ways. 

Q I'm sorry, you say you think -- 
A If they want to -- let me retract that. I 

ust say no. 

1 

Q How about No. 10, registrar and transfer agent 

'ees? 

A NO. 

Q HOW about No. 11, meetings with trust 

lfficers/institutional investors? 

A NO. 

Q NO. 12, certificate printing? 

A NO. 
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Q No. 13, board fees. 

A No. 

Q All right, so then would you agree that -- see 
if I can summarize this, Items No. 1, 2, 3, 5, 6, 7, 8 ,  

LO, 11, 12 and 13 on Page 4 of 12 of your Exhibit JAS-1 

ire not items that are related to image building and 

jood will? 

A Could you say those numbers again, please? 

Q No. 1, No. 2, No. 3, No. 5 ,  No. 6, No. 7, 

Vo. 8 ,  No. 10, No. 11, No. 12 and No. 13. 

MR. JAEGER: What was the question again? I'm 

sorry, I couldn't hear. 

MR. WILLINGHAM: Whether these items can be -- 
ahether they are related to image building and good 

rill. 

WITNESS SMALL: I'm sorry. 

Q (By Mr. Willingham) The question is, I'm 

trying to identify whether this group of items, whether 

>r not they are related to image building and good 

aill. My question is, are these items not related to 

image building and good will? 

A You're saying as a group, the numbers that you 

Listed? 

MR. JAEGER: Chairman Clark, I'm going to 

>bject, because I think he went through individually and 
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le answered. So this has been asked and answered and he 

;tated each time whether it was possible or no. So I 

think he's already answered this question. 

MR. WILLINGHAM: Chairman Clark, I'm just 

trying to clarify the record. 

CHAIRMAN CLARK: I'll allow the question. 

You're just asking a summary question as to whether or 

not those items that you have listed relate to image 

enhancing? 

MR. WILLINGHAM: Correct. 

WITNESS SMALL: That would be a qualified yes, 

given the things that we discussed individually on each 

item. 

Q (BY Mr. Willingham) Are you staying -- 
A 

Q 

Am I understanding your question right or -- 
My question was, I was asking that they do not 

relate to image building and good will. 

testimony, that they do or -- 
Is that your 

A The list of the group? 

Q Correct. 

A Okay, then excuse me, I misunderstood your 

question. No, given the discussions that we had on them 

individually. 

Q No, they do not relate to image building and 

good will? 
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A Given the limits of what we discussed. 

Q Would you accept, subject to check, that 

Item Nos. 2, 4, 5, 6 -- do you have those? 
A I'm marking them. 

Q It's 2, 4, 5, 6, 7, 8, 9, 10 and 12 are all 

expenses that were incurred pursuant to the requirements 

>€ the Securities and Exchange Commission? 

A You're stating that those are required by the 

SEC? That's what you're asking me to assume? 

Q No, I'm asking you if you know whether or not 

they are. 

A No, I do not. 

Q I'm sorry, what was your answer? 

A You're asking me if I knew whether they were 

required? 

Q That's correct. That's the first question. 

A No, I do not. 

Q Would you accept subject to check that they 

3re? 

MR. JAEGER: Chairman Clark, I'm not sure how 

le is going to check that. I object to that part. How 

lo you propose that he check that? 

MR. WILLINGHAM: I think there's a lot of ways 

L o  check it, actually, but it's not that important. 

Re'll move on. 
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CHAIRMAN CLARK: So you withdraw that 

question? 

MR. WILLINGHAM: Right, I'll withdraw that 

question. 

Q (By Mr. Willingham) I would like it move on 

to Audit Exception No. 6, which addresses expenses 

associated with the Utility's write-off of approximately 

$19,143 for an abandoned preliminary survey and 

investigation project, and SSU reported the cost in the 

category of contractual services/other. But you 

recommend that the amount should be charged to either 

category miscellaneous expense or category miscellaneous 

non-utility expense: is that correct? 

A That's correct. 

Q Are you aware that the project at issue here 

was fully written off in 1994 by Southern States? 

A I've got two projects on my mind. Let me 

check on that. 

CHAIRMAN CLARK: While he's checking on that. 

I'm looking through the list of Let me ask a question. 

witnesses and I see for SSU Richard Harvey, and it 

doesn't look like he's going to be available for the 

rest of the time wetre in this session. Have I misread 

that? 

MR. ARMSTRONG: Madam Chair, he has agreed to 
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make himself available all day tomorrow. We've -- we 
had asked at the prehearing if we could have him first 

tomorrow. 

CHAIRMAN CLARK: What's 

M R .  ARMSTRONG: The 8th 

get him on the 8th. Thank you. 

the date tomorrow? 

We pulled him out to 

MR. JAEGER: Chairman Clark, as regards Audit 

Exception No. 6, I don't see where that's an issue in 

this case, so I would object to any questioning on this 

now. I think it's been either stipulated out -- I can't 
find it anywhere under Jeffery Small as an issue. It's 

not -- it's just not an issue that I see. 

MR. WILLINGHAM: It's in his prefiled 

testimony. We can move to strike it from his testimony 

if that's your request, Mr. Jaeger. (Pause) 

CHAIRMAN CLARK: Mr. Jaeger, are you looking 

at his testimony to see if we need to strike it or what 

are we doing here? 

MR. JAEGER: I just -- I'm trying to figure 

out where it's an issue. I'm not sure why -- I can't 
find where it's even an issue in the case. I'm trying 

to find out where it is in his testimony other than the 

audit exception itself. 

We withdraw the objection. 

CHAIRMAN CLARK: Okay. Go ahead, 
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Mr . Willingham. 
Q (BY Mr. Willingham) Have you had a chance to 

find the answer yet? 

A Okay, let me make sure that wetre talking 

about the same project. This was a project for -- I 
believe it was $19,143. 

Q That's correct. 

A And it was a PS&I project that was written off 

because of a potential sinkhole that threatened the site 

€or the proposed storage tank and building at Well No. 

10 at Deltona Lakes. 

Q That's correct. And my question was, are you 

aware that this project was fully written off in 1994? 

A You're saying it was completely written off in 

1994? 

Q I'm just asking you if you were aware that it 

was written off in '94. 

A From the Company documentation provided, yes. 

Q Are you aware that the MFRs filed in this 

proceeding are based upon SSU's 1995 budget? 

A Yes. But the 1995 budget was based on 

estimates and other matters or other things coming 

'94, if I remember right. You can correct me if I 

wrong. 

Q Okay. Do you know if there was any 

from 

m 
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imortization expense relating to this project that was 

included in SSU's 1995 budget? 

A In 1995? 

Q Correct. 

A It was not included in the '95 budget, from 

{hat I see here. 

Q Thank you. Does this write-off impact working 

:apital for 1995 in any way? (Pause) 

A I don't believe so. Can we step back to that 

pestion you asked me before? What was that question 

igain, please? 

Q Was there any amortization expense relating to 

:his project that was included in SSU's 1995 budget? 

A I would like to correct my answer on that. 

:'m not sure if it was in the budget, but I did find 

:hat it was in their general ledger. There was $1,021 

rritten off to amortization of Deltona Lakes abandoned 

?S&I . 
Q All right, but -- 
A That was on January 4 of 1995. 

Q All right, but your testimony is you do not 

mow if that was in the -- 
A I don't know if it was in the budget. I don't 

mow if it was in their budget numbers. But I'm saying 

it was in their actual numbers per their books and 
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Q Okay, would you agree that Audit Exception 

No. 6 should not impact the Commission's decision in 

this proceeding? 

A Number wise, I would agree, but I would think 

that account wise that, depending on where the 

Commission determines for them to say where to book this 

type of cost off to in the future, it would. 

Q Do you agree that Audit Exception No. 6 

actually should be considered a disclosure instead of an 

exception, as there are at least two categories to which 

you believe these various amounts could be charged? 

A NO. 

Q No, you don't? I believe your testimony 

discusses the difference between a -- an exception and a 
disclosure; is that correct? I believe if you'll look 

at Page 2 of your direct testimony, Line 4, where it 

states that, "Audit exceptions disclose substantial 

non-compliance with the Uniform System of Accounts." 

A I see that. 

Q And my question really is if there's, in your 

mind at least, two different accounts where this money 

could go; would that be considered substantial 

non-compliance if they put it in possibly a wrong 

account when there's not one account that it clearly 
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)elongs in? 

A Part of the purpose of the exception was to 

state that it did not belong in Account 635, contractual 

zervices. 

Q All right, with respect to Audit Exception 

io .  6, wouldn't you agree that since the expense at 

issue has been fully amortized -- 
A Amortized . 
Q -- amortized, thank you, it doesn't affect 

this case? 

A The numbers don't, no. 

Q Okay, thank you. Well leave No. 6. If we 

could go on to Audit Disclosure No. 4. And Audit 

Disclosure No. 4 addresses the Seaboard System in 

Hillsborough County. You are you aware that SSU's 

facilities in Hillsborough County are not included in 

this rate case? 

A That is correct. However, can I qualify 

that? 

Q Sure. 

A At the time this was written, I believe -- 
see, when we went in for the audit, that#s when the MFRs 

came out, and it was -- did not include the 
non-regulated counties. Then there was some revised 

MFRs came in where they had to file revised MFRs that 
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included the non-reg counties, and that was the basis of 

chis one. 

Q Right. 

A Prior -- since that time, I understand it, the 
non-reg counties have been removed from consideration. 

So that's how -- this is kind of like fill in the cracks 
there. 

Q Right, and I understand there's a timing 

issue, and I'm not trying to put blame on you for 

anything, but I just wanted to clarify. And my next 

question is, since Seaboard is not included in this rate 

case, would you agree that Audit Disclosure No. 4 should 

not impact the Commission's decision in this proceeding? 

A That is correct. 

Q Next we'll go on to Audit Disclosure No. 5, 

which addresses the sludge hauling expense for the 

Beechers Point and Palm Port systems. I believe you 

stated that these should be treated as nonrecurring 

expenses? 

A That is correct. 

Q Isn't it true that these expenses actually 

include some recurring sludge hauling? 

A It depends on your definition of sludge 

hauling. I believe I quoted in there what NARUC 

determines as sludge hauling, which is, "This account 
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;hall include the cost of removal of sludge if such work 

is performed . . . ' I  And from the Company documentation 

?rovided to me, it was my understanding that they were 

iauling treated effluent out of the perc ponds, which in 

ny opinion was not sludge. 

Q So is it your testimony or is it your 

inderstanding that these expenses did not include any 

sludge hauling? 

A That was my understanding from the information 

?rovided by the Company. 

Q Okay, on Page 3 ,  Lines 18 through 20 of your 

iirect testimony, you state -- I'm sorry, Page 3, Lines 

18 through 20. 

A Okay. 

Q You state that the hauling expense "should not 

De treated as a recurring O&M expense becaus a more 

zost-effective method should be developed." What, if 

iny, alternative methods are you aware of that are more 

zost-effective than the method currently employed by 

SSU? 

A I'm not an engineer, so I wouldn't speculate 

3n that. 

Q So you don't know of any other methods that 

ire more cost-effective than the current method? 

A NO. 
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Q Okay, thank you. Do you know whether SSU has 

valuated any alternatives to the method that it is 

urrently using? 

A From the information provided me by the 

lompany, when I specifically asked for all information 

.elating to this, they did not provide me with anything 

:aying that they had looked into any other alternatives. 

Q Okay, and they have not subsequently provided 

‘ou with any information? 

A No, sir. 

Q Okay, thank you. Do you agree that any 

klternative selected by SSU will involve at least some 

:ecurring cost to provide for effluent disposal for 

leechers Point? 

A Could you repeat that, please? 

Q Sure. Would you agree that any alternative 

;elected by SSU will involve at least some recurring 

:ost to provide for effluent disposal for Beechers 

?oint? 

A I could agree with that. 

Q HOW about the same question for Port Palm? 

A I could agree with that. 

Q Okay. Thank you. If we could move on to 

iudit Disclosure No. 7. And Audit Disclosure No. 7 

iddresses SSU’s conservation expenses. Is it your 
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restimony that SSU should not be allowed to recover 

2xpenses for conservation programs that have not been 

?reapproved by the Commission? 

A The purpose of this disclosure was to disclose 

the fact that SSU has instituted a conservation program 

snd to let the Commission know that this program 

Zxisted. Now whether the Commission allows those or 

not, that's not my determination. 

Q Well, are you making a recommendation as to 

shether SSU's expenses related to conservation should be 

approved or not? 

A No, I am not. 

Q Okay, so yourre not making any recommendation 

at all? 

A No, sir. 

Q Thank you. If we could go on to Audit 

Disclosure No. 8, which addresses the purchased power 

expense for the Deltona Lakes system. Are you aware 

that through April of 1996, that the purchased power 

expense for the Deltona Lakes system is approximately 

$4200 over the budgeted amount for the same period? 

A I am not aware of that information. 

Q Okay, subject to check, would you agree that 

if the purchased power expense for Deltona Lakes is over 

budget through April of 1996, that the cost of purchased 
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)ewer -- I'm sorry, strike that question. 

A Excuse me, can you back up one? What did you 

say was the percentage it was over budget in April of 

' 96?  

Q I'm not sure I said a percentage. 

A Oh, you just stated it was over budget? 

Q Right, well I -- I'm going to strike that 

pestion, but -- 
A Okay. 

Q Subject to check, if the system is -- for 
3urchased power -- is $4200 over budget so far for 1996,  

aould you recommend an adjustment in Audit Disclosure 

No. 8 be different? 

A You're saying that as of when, in April of 

' 96? 

Q Right, year to date. 

A The actual is exceeding budget by $4200? 

Q That's correct, for the first four months of 

1996 ,  subject to check, if the actual has exceeded the 

budget by $4200,  would that change your recommended 

adjustment in Audit Disclosure No. a? 

A Which adjustment? I have two. There's one 

for interim 1995 and one for projected ' 9 6 .  Are you 

talking about for '96 or ' 95?  

Q 1996 .  (Pause) 



3259 

7 

8 

9 

10 

11 

12 

13 
r- 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

A That would depend on other factors that: you're 

lot giving me, like the performance -- what happened in 
'95, because the '96 -- my 1996 proposed adjustment is 
lased on that three-year averaging that I've worked on, 

ind if you was to give it to -- if I had the actual for 
'95, then I would move up my calculations a year. I 

yould stay with the same format that I use. So the 

lumber would change, but it would depend on what the 

sffects would be from the '95 -- 1995, possibly. 
Q Okay, thank you. 

A You understand what I'm saying? 

Q I think so, yes. Thanks. Last one I would 

Like to go to is Audit Disclosure No. 11, which 

sddresses the projected expenses for the Hepatitis 

immunization program. Isn't it true your recommended 

3djustments are based upon a cost of immunization per 

smployee of $SO? 

A That's correct. 

Q Would your recommended adjustment be different 

if the actual cost per employee was $160? (Pause) 

A Depending on the information you gave me to 

sack up that cost of $160, yes. 

Q Have you seen SSU's Response to the Commission 

staffrs Interrogatory No. 336? 

A I believe I have it here. 
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MR. WILLINGHAM: Commissioner, could I 

identify this as an exhibit? 

CHAIRMAN CLARK: The next number I have is 

Zxhibit 192. 

MR. JAEGER: 193, I believe, isn't it? 

CHAIRMAN CLARK: Yes, thank you. 

(Exhibit No. 193 marked for identification.) 

CHAIRMAN CLARK: This is SSU's Response to 

FPSC Interrogatory No. 336. 

Q (By Mr. Willingham) You said you have seen 

this document before? 

A I haven't seen this whole thing, no. I have 

seen the top page. 

Q Okay. If the -- 
A Actually I've seen two pages. There's this 

336 and then there's this -- something that's labeled as 

336-B, Page 1 of 1. It's a copy from I guess SSU's 

budget. 

Q If the actual cost is $160, would you agree 

with the calculations on the front page of that 

document? 

A You're saying the calculations in the second 

paragraph of the response? 

Q Yes, that's correct. (Pause) 

A Based on the calculations and the numbers as 
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jiven in this document, yes. 

Q Could you please turn to -- it's appendix 

336-B, Page 1 of 1. 

jocument . 
It's towards the back of the 

A 

Q Okay. If you could, look down about 

That's the one I was referring to earlier. 

three-fourths of the way down the page, bold letters, 

says "Documentat on" and then in capitals "Hepatitis B 

Shots"? 

A Yes, I see that. 

Q Do you see how they calculated the cost per 

employee? 

A Yes, I do. 

Q 

incorrect? 

Do you have any reason to believe that that's 

A No, I do not. However, I would just like to 

point out that this document was not made available to 

me when we were doing our field work and thatts why it 

was not -- 
Q Now that you've seen this document, does this 

change your adjustment to Audit Disclosure No. ll? 

A I would say that it could, given more 

information. 

Q All right, let me go back then. After seeing 

this document, do you have any reason to believe that 
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;he cost per employee is not $160? 

A Well, I don't have any factual evidence, no. 

Q Okay. 

MR. WILLINGHAM: 1 have no further questions. 

CHAIRMAN CLARK: Redirect? 

REDIRECT EXAMINATION 

BY MR. JAEGER: 

Q Just a couple. Mr. Small, regarding 

shareholder expense, have you reviewed shareholder 

communications in the past? 

A No, sir. 

Q So you#re not familiar with like the annual 

reports or communications of that nature? 

A NO, sir. 

Q Going to Audit Disclosure No. 8 on Page 11 of 

21, I believe Mr. Willingham asked you some questions 

about the four months in '96 being over, and he was 

using that to contradict your calculations for a 

three-year period. Wouldn't the full 12 months for '96 

be a better gauge? 

A Yes, sir. 

Q And you did have a three-year average before 

that time; did you not? 

A I used a three-year average of 1992, 1993 and 

1994, and thatts how I determined the simple average. 
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MR. JAEGER: NO further questions. 

CHAIRMAN CLARK: Exhibits. 

MR. JAEGER: Staff moves Exhibit 192. 

CHAIRMAN CLARK: Exhibit 192 will be admitted 

in the record without objection. 

M R .  WILLINGHAM: And SSU moves Exhibit 193. 

CHAIRMAN CLARK: Exhibit 193 will be admitted 

in the record without objection. 

(Exhibit Nos. 192 and 193 received into 

evidence. ) 

CHAIRMAN CLARK: Thank you, Mr. Small, for 

coming up. And I want to say thank you for all the 

auditors for undertaking this audit and for coming up to 

Tallahassee to testify. Thank you. 

WITNESS SMALL: You’re welcome. 

CHAIRMAN CLARK: We‘ll take a ten-minute break 

and then we will begin with Ms. Pruitt. 

MR. JAEGER: Chairman Clark, Mr. Maurey was 

stipulated and we would need to have his testimony 

inserted into the record as though read, I think this 

would be about the appropriate point. 

CHAIRMAN CLARK: Why don’t we do that when we 

come back. 

MR. JAEGER: Okay. 

(Recess from 4:20 p.m. until 4:40 p.m.) 
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CHAIRMAN CLARK: We'll reconvene the hearing, 

and I think Ms. Pruitt is our next witness. 

MR. JAEGER: Mr. Maurey is actually between 

her in the prehearing order. 

CHAIRMAN CLARK: All right, so we should 

insert his testimony in the record? 

MR. JAEGER: Yes, 14 pages. 

CHAIRMAN CLARK: Does he have any exhibits? 

MR. JAEGER: Yes, he had Exhibits ALM-1 

through 9. 

CHAIRMAN CLARK: That's A-0-M? 

MR. JAEGER: A-L. 

CHAIRMAN CLARK: AM. And what were the 

numbers again? 

MR. JAEGER: 1 through 9. 

CHAIRMAN CLARK: The prefiled direct testimony 

of Mr. Andrew Maurey will be inserted in the record as 

though read and his exhibits, ALM-1 through 9, attached 

to that testimony, will be marked as Exhibit 194 and 

gill be admitted in the record without objection. 

(Exhibit No. 194 received into evidence.) 
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DIRECT TESTIMONY OF ANDREW L .  MAUREY 

Q. 
A .  My name i s  Andrew L .  Maurey. My business address i s  2540 Shumard Oak 

Boulevard, Tallahassee, F lo r ida  32399-0850. 

Q. 

A .  

t h e  Finance Section. 

Q. Please o u t l i n e  your education q u a l i f i c a t i o n s  and work experience. 

A .  I graduated Magna Cum Laude from F lor ida  Sta te  Un ivers i ty  i n  1983 w i t h  

a Bachelor o f  Science degree i n  Finance. I n  1988, I received a Master o f  

Business Administrat ion degree w i t h  a concentrat ion i n  Finance from F lor ida  

State Un ivers i ty .  

Please s t a t e  your name and address. 

By whom are you employed and i n  what capaci ty? 

I am employed by t h e  F lo r ida  Publ ic  Service Commission as Supervisor o f  

Upon graduation i n  1983, I accepted a c r e d i t  analyst  and 

commercial loan representat ive p o s i t i o n  w i t h  t h e  F i r s t  Nat ional  Bank and Trust  

Company o f  Naples, F l o r i d a .  A f t e r  successfu l ly  completing t h e  hold ing company 

management t r a i n i n g  program, I performed t h e  c r e d i t  analys is  and loan review 

funct ions f o r  t h e  bank as we l l  as other  assigned du t ies  f o r  t h e  commercial 

loan department. While w i t h  t h e  bank, I attended several f inance-re la ted 

seminars and completed coursework f o r  and received American I n s t i t u t e  o f  

Banking diplomas i n  Foundations o f  Banking and Commercial Lending. 

I n  1986, I accepted a regu la to ry  analyst  p o s i t i o n  w i t h  t h e  

Hospi ta l  Cost Containment Board i n  t h e  O f f i c e  o f  t h e  Governor. I n  t h i s  

capaci ty my dut ies  included analyzing hosp i ta l  f i n a n c i a l  statements and 

operat ing budgets f o r  regulatory  compl i ance. 

A f t e r  receiv ing my MBA degree i n  1988, I accepted a regulatory  

- 2 -  
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analyst  Pos i t ion  w i t h  the  F lo r i da  Publ ic  Service Commission (Commission), M~ 

Primary r e s p o n s i b i l i t i e s  inc lude analyzing and evaluat ing f inanc ia l  and 

economic data i n  r a t e  case f i l i n g s .  prepar ing and present ing test imony on the 

cost o f  cap i ta l  and other re la ted  issues, and prepar ing and present ing 

recommendations t o  t h e  Commission regarding t h e  cost  o f  c a p i t a l  and other 

re la ted  issues. I n  add i t ion ,  I also conduct research. perform f i nanc ia l  

analyses as required, and provide technica l  exper t i se  t o  the  Commission 

regarding pub l ic  u t i l i t y  f inance. I have been c e r t i f i e d  by t h e  Commission as 

a Class B Prac t i t i one r  i n  t h e  areas o f  f inance, f i n a n c i a l  analys is ,  cost  o f  

c a p i t a l ,  and r a t e  o f  re tu rn  on equ i ty  (ROE).  I n  September 1991. I was 

promoted t o  Regulatory Analyst Supervisor overseeing t h e  Finance Sect ion.  I 

was promoted again i n  September 1994 t o  my present p o s i t i o n  as a Publ ic  

U t i l i t i e s  Supervisor. 

Q. Are you a member o f  any professional  associat ions or  soc ie t ies?  

A. I am a member o f  the National Society o f  Rate o f  Return Analysts 

(NSRRA). I n  May 1992. I was awarded t h e  profess ional  designat ion " C e r t i f i e d  

Rate o f  Return Analyst"  (CRRA) by the  NSRRA. This designat ion i s  based upon 

education, experience, and the  successful completion o f  a comprehensive 

examination. 

Q, 

A.  Yes, I have. I n  add i t ion ,  I have p a r t i c i p a t e d  i n  numerous r a t e  

proceedings on behal f  o f  Commission S t a f f .  

0. 
A. Yes, I do. Exh ib i t  ALM-1 i s  an index o f  the  n ine e x h i b i t s  attached t o  

my testimony. 

Have you prev ious ly  t e s t i f i e d  on the  cost  o f  c a p i t a l ?  

00 you have any e x h i b i t s  attached t o  your testimony? 

- 3 -  
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Q. What i s  t h e  purpose of your testimony i n  t h i s  docket? 

A .  The purpose o f  my testimony i s  t o  es tab l i sh  a f a i r  and reasonable r e t u r n  

on t h e  common equ i ty  c a p i t a l  (ROE) for Southern States U t i l i t i e s ,  I nc .  (SSU 

or Company). I a lso  want t o  comment on c e r t a i n  statements made by D r .  Roger 

Morin i n  h i s  testimony on behal f  o f  t h e  Company. 

Q. 
equ i ty  f o r  SSU? 

A .  A f a i r  and reasonable r e t u r n  on common equ i ty  f o r  SSU i s  11.83%. This 

r e t u r n  i s  based on t h e  app l ica t ion  o f  t h e  Commission’s water and wastewater 

leverage formula approved i n  Order No. PSC-95-0982-FOF-WS issued on August 10, 

1995, i n  Docket No. 950006-WS. 

Q. 

A. The leverage formula i s  a l i n e a r  equation t h a t ,  using a given se t  of 

assumptions, estimates changes i n  the  cost o f  equ i ty  c a p i t a l  f o r  g iven changes 

i n  f i n a n c i a l  leverage. Pursuant t o  Section 367.081 (4) ( f ) ,  F l o r i d a  Statutes,  

t h e  Commission i s  authorized t o  es tab l i sh ,  no t  less than once each year ,  a 

leverage formula t o  ca lcu la te  a reasonable range o f  re turns on common equ i ty  

f o r  water and wastewater (WAW) u t i l i t i e s .  

Q. 

A .  There are  near ly  400 water and/or wastewater u t i l i t i e s  under t h e  

j u r i s d i c t i o n  o f  t h e  Commission. Without a workable methodology. such as t h e  

leverage formula, it i s  obvious t h a t  t h e  costs and admin is t ra t i ve  burdens o f  

having t o  deal w i t h  cost  o f  equ i ty  testimony i n  p o t e n t i a l l y  400 r a t e  cases 

could become q u i t e  onerous. I n  add i t ion ,  many o f  t h e  WAW u t i l i t i e s  under t h e  

Commission’s j u r i s d i c t i o n  are small operations t h a t  f i n d  it b e n e f i c i a l  t o  

What i s  your conclusion regarding a fair and reasonable r e t u r n  on common 

What i s  t h e  leverage formula? 

Why i s  t h e  leverage formula used i n  WAW r a t e  cases i n  F lor ida? 

- 4 -  
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avoid the  costs associated w i t h  present ing cost  o f  equ i ty  testimony. 

Therefore, by apply ing a workable methodology. such as the  leverage formula, 

costs  t o  a l l  pa r t i es  are decreased and the  pub l i c  i n t e r e s t  i s  served. 

Q. What are the  theor ies supporting the  leverage formula? 

A. The theor ies supporting the  leverage formula, as i t  i s  used i n  F lo r i da ,  

are based on t h e  works o f  Modigl iani  and M i l l e r  (1958) and M i l l e r  (1977). 

According t o  Modigl iani  and M i l l e r ,  the  ove ra l l  cost  o f  c a p i t a l  remains 

constant despi te changes i n  leverage. Therefore, the  major premise under ly ing 

the  leverage formula i s  t h a t  f i r m s  w i t h  d i f f e r e n t  equ i ty  r a t i o s  w i l l  have 

d i f f e r e n t  costs o f  equ i ty  even though they have the  same business r i s k  and the  

same ove ra l l  cost  o f  c a p i t a l .  This means t h a t  t h e  increase i n  requi red r e t u r n  

on equ i ty  r e s u l t i n g  from the  use o f  leverage completely o f f s e t s  t h e  advantage 

o f  the  increased use o f  lower cost  debt. (See Modig l ian i  and M i l l e r ,  "The 

Cost o f  Cap i ta l ,  Corporation Finance and t h e  Theory o f  Investment", American 

Economic Review, June 1958, pages 261-297 and M i l l e r ,  "Debt and Taxes", 

Journal o f  Finance, May 1977. pages 261-275. These a r t i c l e s  are genera l ly  

recognized as a u t h o r i t a t i v e  sources i n  t h e  f i e l d  o f  Finance.)  The de r i va t i on  

o f  t h e  leverage formula i s  shown on pages 1 and 2 o f  Exh ib i t  ALM-2. 

Q. 
A. As s ta ted  i n  Order No. PSC-95-0982-FOF-WS, t h e  assumptions under ly ing 

the  leverage formula are: 

What are the  assumptions under ly ing the  leverage formula? 

1) Business r i s k  i s  s i m i l a r  f o r  a l l  WAW u t i l i t i e s .  

2) 

3) 

The cost o f  equ i ty  i s  an exponential func t ion  o f  the  equ i ty  r a t i o .  

The marginal weighted average cost  o f  inves tor  c a p i t a l  i s  constant 

over the  40% t o  100% equ i ty  r a t i o  range. 
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4) A Moody’s Baa3 bond y i e l d .  plus a p r i v a t e  placement premium o f  25 

basis po in ts ,  i s  representat ive o f  t h e  marginal cos t  o f  debt t o  

the  average F lo r i da  WAW u t i l i t y  over a 40% t o  100% equ i ty  r a t i o  

range. 

5) I n  order t o  discourage imprudent f i n a n c i a l  r i s k ,  the  allowed 

re tu rn  on common equ i ty  for  u t i l i t i e s  w i t h  equ i ty  r a t i o s  below 40% 

should be l i m i t e d  t o  the  r e t u r n  ind ica ted  a t  a 40% equ i ty  r a t i o .  

How i s  the  requi red re tu rn  on common equ i t y  used i n  t h e  leverage formula Q. 

determined? 

A. I n  t h e  current  leverage formula. the  11.88% r e t u r n  on common equ i ty  i s  

comprised o f  four  segments. F i r s t .  a 10.78% r e t u r n  on equ i ty  i s  der ived by 

averaging the  resu l t s  o f  two discounted cash f low (DCF) analyses, a R isk  

Premium analys is ,  and a Capital Asset P r i c ing  Model (CAPM) analys is .  One 

t h i r d  weight i s  assigned t o  the  average o f  the  two DCF analyses, one t h i r d  

weight t o  t h e  Risk Premium analys is ,  and one t h i r d  weight t o  t h e  CAPM 

analys is .  

Second, a bond y i e l d  d i f f e r e n t i a l  adjustment o f  51 basis po in ts  i s  added 

t o  r e f l e c t  the  d i f ference i n  r i s k  between the  ind ices o f  companies used i n  the  

DCF and Risk Premium models and an average WAW u t i l i t y  i n  F lo r i da .  Thi rd ,  a 

p r i v a t e  placement premium o f  25 basis po in ts  i s  added t o  recognize t h a t  

F lo r i da  WAW u t i l i t i e s  do not  have access t o  t h e  p u b l i c  debt and equ i ty  

markets. F i n a l l y ,  an adjustment o f  34 basis po in ts  i s  added t o  r e f l e c t  the  

required re tu rn  on equ i ty  a t  a 40% equ i ty  r a t i o .  

Q.  

A .  

How are the  DCF models appl ied? 

The DCF models are appl ied t o  an index o f  p u b l i c l y  t raded WAW u t i l i t i e s .  

- 6 -  
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The d i f fe rence between the  two appl icat ions i s  one r e l i e s  on h i s t o r i c  growth 

rates and the  other r e l i e s  on pro jected growth ra tes .  I n  t h e  pas t ,  on ly  a DCF 

analysis using h i s t o r i c  growth rates was used because o f  a lack  o f  pro jected 

f i nanc ia l  in format ion on p u b l i c l y  traded WAW u t i l i t i e s .  However. pro jected 

in format ion i s  now ava i lab le  t o  do a prospect ive DCF ana lys is .  The resu l t s  

o f  t h e  DCF analyses used i n  t h e  leverage formula are shown on Exh ib i ts  ALM-3 

and ALM-4. 

(1. How i s  the  Risk Premium model appl ied? 

A.  The Risk Premium model i s  appl ied t o  an index o f  p u b l i c l y  t raded natura l  

gas u t i l i t i e s .  Although i n  general I be l ieve  t h a t  i nd i v idua l  WAW u t i l i t i e s  

i n  F lo r ida  are less r i s k y  than ind i v idua l  natura l  gas u t i l i t i e s  which operate 

i n  t h i s  s ta te ,  a comparison o f  the  averages o f  t h e  f i n a n c i a l  s t a t i s t i c s  o f  the  

Value L ine index o f  large,  p u b l i c l y  t raded WAW u t i l i t i e s  w i t h  the  f i nanc ia l  

s t a t i s t i c s  o f  the  Moody’s index o f  l a rge ,  p u b l i c l y  t raded natura l  gas 

u t i l i t i e s  ind ica tes  t h a t  the  WAW index on average may be more r i s k y  than t h e  

natura l  gas index. To compensate f o r  t h i s  perceived d i f fe rence i n  r i s k  

between the  index o f  natura l  gas companies and the  index o f  WAW u t i l i t i e s ,  the  

Commission recognizes a r i s k  premium i n  the  determinat ion o f  t h e  ROE used i n  

the  leverage formula. Using the  d i f fe rence between t h e  average beta o f  the  

WAW and natura l  gas ind ices ( .64-.61=.03) and t h e  prospect ive market r i s k  

premium o f  5.9% determined i n  the  CAPM ana lys is ,  a na tura l  gas premium o f  18 

basis po in ts  was derived. Exh ib i t  ALM-5 provides t h e  support ing documentation 

f o r  the  de r i va t i on  o f  the  Risk Premium model. 

Q. How i s  the  CAPM applied? 

A .  A prospect ive CAPM analysis i s  appl ied t o  t h e  market as a whole and the  

- 7 -  
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?suit i s  r e f l e c t e d  i n  t h e  leverage formula approved i n  Order No. PSC-95-0982- 

IF-WS. The inputs  and t h e  r e s u l t  o f  t h e  CAPM analys is  are shown on E x h i b i t  

N 6 .  

, Based on t h e  r e s u l t s  of t h e  DCF, Risk Premium, and CAPM analyses, what 

j t h e  cost o f  common equ i ty  f o r  t h e  ind ices? 

, Based on t h e  r e s u l t s  o f  t h e  DCF. Risk Premium, and CAPM analyses, t h e  

1st o f  common equ i ty  f o r  t h e  ind ices i s  w i t h i n  t h e  range o f  10.4% and 11.0%. 

. I s  t h i s  r e s u l t  an appropr iate measure o f  t h e  cost  o f  equ i ty  f o r  an 

derage WAW u t i l i t y  i n  F lor ida? 

. No, it i s  n o t .  The range o f  re turns o f  10.4% t o  11.0% i s  t h e  estimate 

f t h e  cost o f  equ i ty  f o r  t h e  ind ices o f  la rge ,  p u b l i c l y  t raded water 

t i l i t i e s  and natura l  gas companies. I n  my opin ion,  t h e  average WAW u t i l i t y  

I F l o r i d a  i s  r i s k i e r  than t h e  companies which comprise t h e  ind ices and 

i e r e f o r e  should be allowed a higher cost  o f  e q u i t y .  

. 

derage WAW u t i l i t y  i n  F l o r i d a  and t h e  ind ices? 

. A bond y i e l d  d i f f e r e n t i a l  study i s  used t o  est imate t h e  add i t iona l  

?turn requi red by an average WAW u t i l i t y  i n  F l o r i d a  over t h e  r e t u r n  required 

y t h e  ind ices .  The bond y i e l d  d i f f e r e n t i a l  adjustment o f  51  bas is  po in ts  i s  

mpr i sed  o f  t h e  bond y i e l d  d i f f e r e n t i a l  between t h e  y i e l d  on A l - r a t e d  bonds 

i d  t h e  assumed y i e l d  on Baa3-rated bonds. (See E x h i b i t  ALM-7). The A 1  

3 t ing  i s  t h e  average bond r a t i n g  f o r  both t h e  natura l  gas index and t h e  WAW 

idex and t h e  Baa3 r a t i n g  i s  t h e  bond r a t i n g  assumed f o r  t h e  average WAW 

t i l i t y  i n  F lo r ida .  

What adjustment i s  made t o  r e f l e c t  t h e  d i f f e r e n c e  i n  r i s k  between t h e  

I n  a d d i t i o n  t o  t h e  bond y i e l d  d i f f e r e n t i a l ,  a p r i v a t e  placement premium 

- 8 -  
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of 25 basis po in ts  i s  added t o  recognize t h a t  F lo r i da  MAW u t i l i t i e s  do not  

have access t o  the  pub l i c  debt and equ i ty  markets. The premium i s  based on 

the  resu l t s  o f  surveys o f  pa r t i c i pan ts  i n  t h e  p r i v a t e  placement market 

conducted by s t a f f  and a review o f  the  f i n a n c i a l  l i t e r a t u r e .  F i n a l l y ,  a 34 

basis po in t  adjustment i s  made t o  r e f l e c t  t h e  d i f fe rence between the  required 

r a t e  o f  r e t u r n  a t  a 40.0% equ i ty  r a t i o  and the  requi red r a t e  o f  r e t u r n  a t  the  

45.4% equ i ty  r a t i o  average f o r  the  ind ices o f  WAW u t i l i t i e s  and natura l  gas 

u t i l i t i e s .  

Q. 

F lo r i da  based on t h i s  approach? 

A. As ind ica ted  on page 1 o f  Exh ib i t  ALM-2. the  average cost  o f  equ i ty  f o r  

the  ind ices i s  10.78%. A f t e r  adding a bond y i e l d  d i f f e r e n t i a l  o f  51 basis 

po ints  and a p r i v a t e  placement premium o f  25 basis po in ts ,  and making the 

adjustment necessary t o  compute the  requi red r e t u r n  on equ i ty  a t  a 40% equ i ty  

r a t i o ,  t h e  r e s u l t i n g  re tu rn  on equ i ty  i s  11.88%. 

Q .  
A.  The leverage formula i s :  

(See Exh ib i ts  ALM-8 and ALM-9). 

What i s  the  appropr iate r e t u r n  on equ i ty  f o r  t h e  average WAW u t i l i t y  i n  

What i s  the  leverage formula approved i n  Order No. PSC-95-0982-FOF-WS? 

Return on Common Equity = 9.05% + 1.131/Equity Rat io  where the  

Equi ty Rat io  = Common Equity / (Common Equity + Preferred 

Equi ty + Long-Term and Short-Term Debt) 

Q. Eased on t h i s  formula, what i s  the  requi red r e t u r n  on equ i ty  f o r  SSU? 

A. Eased on t h i s  formula and t h e  equ i ty  r a t i o  ind ica ted  on Schedule 0-1 o f  

t h e  Company's MFR f i l i n g  o f  40.7%. a f a i r  and reasonable re tu rn  on equ i ty  f o r  

SSU i s  11.83%. 

Q. Have you read the  testimony f i l e d  by D r .  Morin on behal f  o f  the  Company? 

- 9 -  
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A. Yes, I have. 

Q. Did he recommend any changes t o  the  Commission's WAW leverage formula? 

A.  Yes, he d i d .  Dr. Morin pa r t i c i pa ted  i n  t h e  Commission workshop on 

re tu rn  on equ i ty  f o r  WAW u t i l i t i e s  he ld on February 23, 1995 on behal f  o f  the  

F lo r ida  Waterworks Associat ion and he f i l e d  testimony i n  t h i s  docket on June 

28. 1995 on behal f  o f  SSU. With one exception, he recommends the  same changes 

t o  t h e  leverage formula methodology i n  h i s  testimony i n  t h i s  proceeding t h a t  

he advocated dur ing h i s  presentat ion a t  the  workshop. 

Q. 
amendi ng the  leverage formul a ,  

A. Although he endorses t h e  use o f  a generic mechanism, such as the  

leverage formula, i n  the  determination o f  a f a i r  ROE, he has made seven 

suggestions f o r  amending the  leverage formula. S p e c i f i c a l l y ,  he suggests the  

Please summarize the  s p e c i f i c  suggestions Dr. Morin has recommended f o r  

Commi s s i  on 

1) 

2) 

3 )  

4) 

5) 

6) 

incorporate a CAPM analysis t o  complement t h e  e x i s t i n g  DCF and 

Risk Premium analyses, 

cor rec t  f o r  an averaging e r r o r  w i t h  t h e  h i s t o r i c a l  DCF analys is .  

add a r i s k  premium o f  30 t o  35 basis po in ts  t o  t h e  resu l t s  

ind ica ted  by the  Risk Premium ana lys is .  

reca lcu la te  the  bond y i e l d  d i f f e r e n t i a l  t o  measure t h e  d i f fe rence 

i n  re turns between Baa3/Ba and A 1  bond r a t i n g s ,  

add a p r i v a t e  placement premium o f  50 basis po in ts  t o  the  average 

re tu rn  ind ica ted  by the  ROE models, 

a l low the  cost  o f  debt t o  vary by p lus  o r  minus 50 basis po in ts  

over the  range o f  equ i ty  r a t i o s .  and 

- 10 - 
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7 )  

What i s  your opinion regarding incorpora t ing  a CAPM analys is  i n  the  

re lax  the  cons t ra in t  o f  a minimum equ i ty  r a t i o  o f  40% t o  30%. 

Q, 
determination o f  the  ROE used i n  the  leverage formula? 

A. I do not be l ieve  a CAPM analysis based on the  averaging o f  h i s t o r i c ,  

earned returns over the  past 68 years should be used t o  est imate the  expected 

re tu rn  on equ i ty  because rea l i zed  returns can be subs tan t i a l l y  d i f f e r e n t  from 

prospect ive returns an t ic ipa ted  by inves tors .  However, a CAPM analys is  based 

on prospect ive returns does not s u f f e r  from t h i s  de f ic iency .  As noted e a r l i e r  

i n  my testimony, a prospect ive CAPM analys is  i s  incorporated i n  the 

determination o f  t h e  cost of equ i ty  r e l i e d  on i n  t h e  leverage formula approved 

by the  Commission i n  Order No. PSC-95-0982-FOF-WS. The CAPM analysis i s  based 

upon t h e  framework suggested by D r .  Morin dur ing t h e  WAW ROE workshop. 

Q. 
DCF analysis based on h i s t o r i c a l  growth rates? 

A .  I n  previous leverage formulas there was a mathematical e r r o r  associated 

w i t h  averaging stock p r i ces ,  y i e l d s ,  and growth ra tes  i n  the  computation o f  

t h e  DCF model. S t a f f  reviewed the  model and corrected t h i s  minor e r r o r .  The 

leverage formula approved i n  Order No. PSC-95-0982-FOF-WS r e f l e c t s  t h i s  

change. 

Q. 
compared t o  the  natura l  gas index? 

A. As mentioned e a r l i e r  i n  my testimony, a comparison o f  the  averages o f  

t h e  f i n a n c i a l  s t a t i s t i c s  o f  the  Value Line index o f  l a rge ,  p u b l i c l y  t raded WAW 

u t i l i t i e s  w i t h  the  f i nanc ia l  s t a t i s t i c s  o f  the  Moody’s index o f  large,  

p u b l i c l y  t raded natura l  gas u t i l i t i e s  ind ica tes  t h a t  the  WAW index on average 

What i s  your opinion as t o  whether there  i s  an averaging e r r o r  i n  the  

What i s  your op in ion regarding the  r e l a t i v e  r i sk iness  o f  the  WAW index 
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may be more r i s k y  than the  natura l  gas index. To compensate f o r  t h i s  

perceived d i f fe rence i n  r i s k ,  a premium o f  18 basis po in ts  i s  incorporated i n  

the determination o f  the  leverage formula approved i n  Order No. PSC-95-0982- 

FOF-WS. The 18 basis po in t  premium used i n  the  leverage formula i s  based on 

the actual beta d i f f e r e n t i a l  o f  .03 and t h e  market r i s k  premium der ived from 

the  prospect ive CAPM analysis of 5 .9%. 

Q ,  

as t h e  d i f fe rence between Baa3/Ba y i e l d s  and A 1  y ie lds?  

A. The Commission began using the  Baa2 r a t i n g  and t h e  corresponding cost 

r a t e  i n  the  bond y i e l d  d i f f e r e n t i a l  study because t h i s  r a t e  i s  r e a d i l y  

ava i lab le  and because any r a t i n g  below Baa i s  considered speculat ive w i t h  

respect t o  t h e  payment o f  i n t e r e s t  and t h e  repayment o f  p r i n c i p a l .  Given 

prudent management and support ive regu la t ion ,  I do not  be l ieve  i t  i s  

appropr iate t o  consider the  average F lo r i da  WAW u t i l i t y ' s  a b i l i t y  t o  pay 

i n t e r e s t  and repay p r inc ipa l  as speculat ive.  Although a Baa3 r a t e  i s  not 

r e a d i l y  ava i lab le ,  an approximate r a t e  can be der ived using a bond y i e l d  

d i f f e r e n t i a l  study. This adjustment i s  incorporated i n  t h e  leverage formula 

approved i n  Order No. PSC-95-0982-FOF-WS. 

Q. 

f o r  F lo r i da  WAW u t i l i t i e s ?  

A. I be l ieve  i t  i s  necessary t o  consider a p r i v a t e  placement premium t o  

recognize t h a t  F lo r ida  WAW u t i l i t i e s  do not  have access t o  the  p u b l i c  debt and 

equ i ty  markets. Because o f  t h e i r  small s i ze ,  lack  o f  i n s t i t u t i o n a l  i n t e r e s t  

i n  t h e i r  s e c u r i t i e s ,  and the  lack o f  l i q u i d i t y  o f  t h e i r  issues, F lo r i da  WAW 

u t i l i t i e s  must r e l y  on the  p r i v a t e  placement market t o  ob ta in  c a p i t a l .  The 

What i s  your op in ion regarding ca l cu la t i ng  t h e  bond y i e l d  d i f f e r e n t i a l  

What i s  your op in ion regarding the  need f o r  a p r i v a t e  placement premium 
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A. 

a 

; u l t s  of s t a f f ' s  survey o f  t h e  p r i v a t e  placement market and i t s  review of 

:ent f i nanc ia l  l i t e r a t u r e  support the  f i n d i n g  o f  a 25 basis p o i n t  premium. 

p r i v a t e  placement premium of 25 basis po in ts  i s  incorporated i n  the  

" i v a t i o n  o f  t h e  leverage formula approved i n  Order No. PSC-95-0982-FOF-WS. 

What i s  your op in ion regarding whether the  cost  o f  debt should be 

lowed t o  vary by plus or  minus 50 basis po in ts  over t h e  range o f  equi ty  

t i  os? 

I recommend against incorporat ing such an adjustment i n  the  leverage 

rmula for  two reasons. F i r s t ,  from a p r a c t i c a l  standpoint  i t  would be 

m i n i s t r a t i v e l y  burdensome t o  reca l i b ra te  the  leverage formula every t ime it 

used. Second, from a theo re t i ca l  standpoint  such a change i s  not  

cessary. The theor ies under ly ing the  leverage formula,  as used i n  F lo r i da ,  

e based on the  works o f  Modigl iani  and M i l l e r  (1958) and M i l l e r  (1977). 

cording t o  Modigl iani  and M i l l e r ,  the  r i s k  o f  f i n a n c i a l  leverage f a l l s  

t i r e l y  on equ i ty  and, there fore ,  t h e  cost  o f  debt remains constant as 

verage increases. Although i t  i s  reasonable t o  expect t h a t  as the  amount 

debt i n  t h e  cap i ta l  s t ruc tu re  becomes excessive t h e  cost  o f  debt and equ i ty  

11 r i s e ,  I be l ieve  a debt r a t i o  o f  60% f o r  a regulated WAW u t i l i t y  i s  not  

cessive. I n  Order No. PSC-95-0982-FOF-WS, t h e  Commission agreed i t  i s  

asonable t o  make the  assumption t h e  cost  o f  debt remains constant over the  

% t o  100% equ i ty  r a t i o  range. 

What i s  your opinion regarding the  Commission p r a c t i c e  o f  l i m i t i n g  the  

lowed re tu rn  t o  t h e  re tu rn  ind ica ted  a t  an equ i t y  r a t i o  o f  40%? 

The Commission has capped the  allowed r e t u r n  a t  t h e  l eve l  ind ica ted  a t  

40% equ i ty  r a t i o  t o  discourage t h e  use o f  h igh leverage. I continue t o  

- 13 - 
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I e l i e v e  t h i s  approach i s  reasonable and I recommend t h e  Commission no t  change 

t h i s  p rac t ice .  Given t h a t  t h e  average equ i ty  r a t i o  f o r  t h e  index o f  p u b l i c l y  

traded WAW u t i l i t i e s  i s  42.0% and given t h e  consensus opin ion that t h e  WAW 

j t i l i t i e s  i n  F lo r ida  are  more r i s k y  than t h e  u t i l i t i e s  i n  t h e  index, i t  i s  

snly l o g i c a l  t o  assume t h e  average F l o r i d a  WAW u t i l i t y  should s t r i v e  f o r  an 

2qui ty r a t i o  higher than t h e  average f o r  t h e  index. This being t h e  case, t h e  

Commission should no t  reward u t i l i t i e s  w i t h  equ i ty  r a t i o s  below 40% w i t h  a 

higher al lowed ROE. I n  Order No. PSC-95-0982-FOF-WS, t h e  Commission agreed 

t h a t  t h e  cap should remain a t  t h e  r e t u r n  ind ica ted  a t  a 40% equ i ty  r a t i o .  

Q. Please summarize your test imony. 

A .  The purpose o f  my testimony i s  t o  e s t a b l i s h  a fair and reasonable r e t u r n  

on t h e  common equ i ty  c a p i t a l  f o r  SSU. Based on t h e  app l ica t ion  o f  the  

Commission's leverage formula approved i n  Order No. PSC-95-0982-FOF-WS. I 

recommend an al lowed ROE of 11.83%, w i t h  a range o f  p l u s  o r  minus 100 basis 

po in ts .  be approved f o r  ratemaking purposes. 

Q. 
A.  Yes, it does. 

Does t h i s  conclude your testimony? 

14 - 
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MS. O'SULLIVAN: Chairman Clark, a few more 

;tipulations have come to light for DEP witnesses. 

CHAIRMAN CLARK: Okay. 

MS. O'SULLIVAN: Mr. Twomey has advised me 

:hat they can stipulate now to the witnesses set for 

:omorrow from Tampa, William Ryland and Sandra Sequeira, 

md the witness set from West Palm Beach, Deborah Lee 

Iblaczynaski, which leaves basically the Jacksonville 

Jitnesses only to be taken for live testimony. 

CHAIRMAN CLARK: Do you want to take care of 

that now? 

MS. O'SULLIVAN: I don't have the testimony in 

€ront of me now. I'll do it tomorrow morning. I just 

#anted to advise the parties and the Commission. 

CHAIRMAN CLARK: And you will advise those 

ditnesses that they do not have to appear for the -- 
MS. O'SULLIVAN: Yes, I will call them as soon 

as I can and also cancel teleconferencing as well. 

CHAIRMAN CLARK: From West Palm and Tampa, but 

you will not cancel it from -- 
MS. O'SULLIVAN: 

CHAIRMAN CLARK: 

Thursday? 

MS. 0 ' SULLIVAN : 

CHAIRMAN CLARK: 

Jacksonville. 

I guess Jacksonville is 

That's correct. 

Thank you. 
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MS. O'SULLIVAN: Thank you. 

CHAIRMAN CLARK: Now are we ready for 

4s. Pruitt? 

MS. O'SULLIVAN: Yes. 

NANCY PRUITT 

ras called as a witness on behalf of FPSC Staff, 

laving been duly sworn, testified as follows: 

DIRECT EXAMINATION 

and 

3Y MS. O'SULLIVAN: 

Q Please state your name for the record. 

A Nancy Pruitt. 

Q Have you prefiled direct testimony in this 

locket consisting of six pages? 

A Yes, I have. 

Q Do you have any changes or corrections to your 

:estimony? 

A No, I don't. 

Q Chairman Clark, may we have MS. Pruitt's 

testimony inserted in the record as though read? 

CHAIRMAN CLARK: The prefiled direct testimony 

Jf Nancy Pruitt will be inserted in the record as though 

read. 

MS. O'SULLIVAN: Thank you. 

Q (By Ms. O'Sullivan) MS. Pruitt, did you also 

Eile Exhibit Nos. NEP-1 and NEP-2 attached to your 
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A Yes, I did. 

Q Do you have any changes or corrections to 

.hose exhibits? 

A No, I don't. 

Q May we have these exhibits identified, please? 

CHAIRMAN CLARK: NEP-1 and 2 will be 

.dentified as Exhibit 195. 

(Exhibit No. 195 marked for  identification.) 
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DIRECT TESTIMONY OF NANCY PRUITT 

9 
A My name i s  Nancy P r u i t t ,  2540 Shumard Oak Boulevard, Tallahassee, 

F l o r i d a  32399. 

Q 
A I am employed by the  F l o r i d a  Publ ic  Service Commission as a Consumer 

Services Consultant i n  the  D i v i s i o n  o f  Consumer A f f a i r s .  

Q Please g ive  a b r i e f  descr ip t ion  o f  your educational background and 

professional  experience. 

A I graduated from F l o r i d a  State Un ivers i ty  i n  1972 with a Bachelor o f  

Ar ts  Degree i n  Government. I began employment w i t h  the  Commission i n  January 

1990 and have held var ious pos i t ions  i n  t h e  D i v i s i o n  o f  Consumer A f f a i r s  

inc lud ing  Consumer Complaint Analyst and Senior Complaint Analyst, and my 

present p o s i t i o n  as Consumer Services Consultant. 

Q What are your present r e s p o n s i b i l i t i e s  w i t h  t h e  Commission? 

A I review a l l  customer complaints received and closed by the  analysts i n  

the  ,Div is ion o f  Consumer A f f a i r s  and conduct informal conferences i n  an 

attempt t o  resolve consumer disputes. I prepare and review repor ts  on var ious 

consumer issues and review complaint data t o  t r a c k  problem areas and trends. 

I represent t h e  D i v i s i o n  o f  Consumer A f f a i r s  on var ious docketed matters as 

s t a f f  o r  as a witness and serve as technical  l i a i s o n  t o  the  other  D iv is ions  

a t  the  Commission. 

Q What i s  the  purpose o f  your testimony? 

A The purpose o f  my testimony i s  t o  t h e  present t h e  complaint a c t i v i t y  i n  

the  D i v i s i o n  o f  Consumer A f f a i r s  i n v o l v i n g  Southern States U t i l i t i e s ,  Inc.  f o r  

Please s t a t e  your name and business address. 

By whom are you employed and i n  what capaci ty? 
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the  years 1994 and 1995. 

Q Describe any pre l iminary screening t h a t  may take place before a 

complaint i s  logged t o  be invest igated. 

A A complaint i s  no t  logged unless the  analyst  rece iv ing  the  contact  

determines t h a t  the  matter appears t o  be w i t h i n  the  j u r i s d i c t i o n  o f  the  

Commission and t h a t  there i s  reason t o  be l ieve  t h a t  t h e  complaint may be 

j u s t i f i e d .  I f  i t  appears there i s  nothing t h e  Commission can do t o  help, o r  

the complaint i s  c l e a r l y  no t  j u s t i f i e d ,  t h e  consumer i s  so advised. 

Q What procedure i s  fo l lowed when a complaint i s  logged? 

A Informat ion i s  entered by computer on a consumer request form, and the  

company i s  requested t o  review t h e  complaint and respond. When the  response 

has been received, both the  complaint and the  response are reviewed by the 

analyst  t o  determine compliance w i t h  Commission r u l e s  and company t a r i f f s  and 

t o  determine what o ther  act ion, i f  any, needs t o  be taken. 

Q 

dur ing 1994? 

A Records show t h a t  77 complaints were logged against  Southern States 

U t i l i t i e s ,  Inc. dur ing 1994. 

Q 
A 

against  the  company dur ing 1994, compared t o  87 dur ing  1993. 

P 

i n  1995 and how does t h i s  f i g u r e  compare w i t h  1994? 

How many complaints were logged against  Southern States U t i l i t i e s ,  Inc. 

How do these f igures  compare w i t h  complaint a c t i v i t y  f o r  1993? 

Complaints were down 11% from 1993. There were 77 complaints logged 

How many complaints were logged against  Southern States U t i l i t i e s ,  Inc. 

A 

represents an increase o f  almost 12% over the  complaints logged i n  1994. 

I n  1995, 86 complaints were logged against  the company. This f i g u r e  

- 2 -  
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Q How does the above complaint a c t i v i t y  compare w i t h  complaint a c t i v i t y  

f i gu res  f o r  preceding calendar years? 

A EXH NEP-1 i s  a graph o f  Southern States U t i l i t i e s ,  Inc.’s complaint 

a c t i v i t y  f o r  the past s i x  years. 

Q What types o f  complaints were received against  Southern States 

U t i l i t i e s ,  Inc. dur ing 1994? 

A 

36 about service-re1 ated matters. 

Q What types o f  complaints were received against  Southern States 

U t i l i t i e s ,  Inc. dur ing 1995? 

A During 1995, the  D i v i s i o n  received 39 complaints about b i l l i n g  and 47 

about serv ice- re la ted  matters. 

9 

A A f t e r  an analyst takes a complaint, he o r  she determines whether 

the  Complaint i s  r e l a t e d  t o  a serv ice o r  b i l l i n g  problem. Then the  analyst  

chooses one o f  approximately 30 more s p e c i f i c  c l a s s i f i c a t i o n  categories t o  

f u r t h e r  i d e n t i f y  the  complaint. 

Q 
U t i l i t i e s ,  Inc.  i n  1994? 

A The top  f i v e  complaint types were h igh  b i l l s  (17), water pressure (6), 

improper disconnection o f  serv ice (5), water q u a l i t y  (4), and business o f f i ce  

problems (4). 

Q 
U t i l i t i e s ,  Inc.  i n  1995? 

A 

During 1994, Consumer A f f a i r s  received 41 complaints about b i l l i n g  and 

Were the complaints c l a s s i f i e d  more s p e c i f i c a l l y ?  

Yes. 

What were the  major types o f  complaints received against Southern States 

What were the  major types o f  complaints received against Southern States 

The top  seven complaint types were h igh b i l l s  (20), water q u a l i t y  (18), 

- 3 -  



3284 

1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

miscellaneous service problems (5), reconnect charges (4), water pressure (4), 

improper disconnection of service (4), and business office problems (4). EXH 

NEP-2 shows the major complaint types for 1994 and 1995. 

Q 

had the most complaints? 

A Yes. During 1994 customers logged 11 complaints in both Lee and Volusia 

Counties (14% each) followed by Lake County with eight complaints (lo%), and 

both Duval and Hernando Counties with seven complaints (9% each). During 1995 

customers in Duval County logged 25 complaints (29%) followed by Volusia 

County with 15 complaints (17%) and Lee County with 6 complaints (7%). 

Q How was the complaint justification determined? 

A When an analyst reviews a company‘s report and closes a complaint, the 

analyst determines whether the complaint is justified, not justified, or has 

some justification. The determination i s  noted on the complaint file. In 

each case, determination is based on commission rules, company tariffs, and/or 

common sense guidelines. Every effort is made to be as objective as possible. 

Q What was the justification for the 1994 complaints logged against 

Southern States Utilities, Inc.? 

A Twenty (20) of the complaints received in 1994 were determined to be 

justified. This represents approximately 26% o f  the total complaints logged 

against Southern States Utilities, Inc. in 1994. 

Q What was the justification for the 1995 complaints logged against 

Southern States Utilities, Inc.? 

A Seventy-five (75) o f  the 86 1995 complaints had been closed as of 

February 20, 1996. Of the 1995 closed complaints, 20 were determined to be 

Do Consumer Affairs records show what part of the company’s service area 

- 4 -  
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j u s t i f i e d .  

Q 

against Southern States U t i l i t i e s ,  Inc. i n  1994? 

A There were 17 complaints logged concerning h igh b i l l s .  O f  these 

complaints, two were determined t o  be j u s t i f i e d .  O f  the  s i x  water pressure 

complaints, one was determined t o  be j u s t i f i e d .  O f  the  f i v e  improper 

disconnect complaints, none were determined t o  be j u s t i f i e d .  O f  the  f o u r  

water q u a l i t y  complaints, one was determined t o  be j u s t i f i e d .  O f  the  four  

business o f f i c e  complaints, two were determined t o  be j u s t i f i e d .  

Q What was the  j u s t i f i c a t i o n  f o r  the major types o f  complaints logged 

against Southern States U t i l i t i e s ,  Inc. i n  1995? 

A There were 20 complaints logged concerning h igh b i l l s .  O f  these 

complaints, 17 were closed and two were determined t o  be j u s t i f i e d .  O f  the  

18 water q u a l i t y  complaints, 13 were c losed and th ree  were determined t o  be 

j u s t i f i e d .  O f  the  f i v e  miscellaneous serv ice complaints, a l l  were c losed and 

two were determined t o  be j u s t i f i e d .  O f  the  f o u r  reconnect charge complaints, 

a l l  were closed and none were determined t o  be j u s t i f i e d .  O f  the  four  water 

pressure complaints, a l l  were closed and two were determined t o  be j u s t i f i e d .  

O f  the  f o u r  improper disconnection o f  serv ice complaints, a l l  were closed and 

one was determined t o  be j u s t i f i e d .  O f  the  f o u r  business o f f i c e  complaints, 

a l l  were c losed and two were determined t o  be j u s t i f i e d .  

Q What i s  the  percentage o f  Southern States U t i l i t i e s ,  Inc. ’s logged 

complaints t o  the  indus t ry  as a whole i n  1994? 

A I n  1994 complaints were logged against  78 regulated water and wastewater 

companies. O f  the  336 indus t ry  complaints i n  1994, 77 (23%) were logged t o  

This represents 27% o f  the  1995 closed cases. 

What was the  j u s t i f i c a t i o n  f o r  the  major types o f  complaints logged 

- 5 -  
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Southern States Utilities, Inc. 

9 What is the percentage o f  Southern States Utilities, Inc. logged 

complaints to the industry as a whole i n  1995? 

A 

companies. 

Southern States Utilities, Inc. 

Q 
A Yes. 

In 1995 complaints were logged against 65 regulated water and wastewater 

O f  the 331 industry complaints in 1995, 86 (26%) were logged to 

Does this conclude your testimony? 

- 6 -  
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MS. O'SULLIVAN: Thank you. The witness is 

tendered for cross. 

CHAIRMAN CLARK: Mr. Beck. 

MR. BECK: Thank you, Madam Chairman. 

CROSS EXAMINATION 

3Y MR. BECK: 

Q Ms. Pruitt, are you generally familiar with 

:he letters and comments sent in by customers that have 

nade their way to the correspondence side of the docket 

file? 

A Yes, as far as their numbers go. 

Q What is the most recent number that you know 

,f? 

A From June of '95 through April 30th '96, we 

;ent 4,754 letters to the correspondence file. 

Q Could you describe generally how those letters 

ire processed in the Commission? 

A The June and July letters, each letter was 

!unched in on our Consumer Affairs complaint tracking 

system as a letter and given a complaint tracking system 

lumber. 

iffairs was receiving from 100 to 200 letters a month on 

3 variety of subject matters for different 

:orrespondence files of different dockets. In July the 

?umber jumped substantially, to 600 letters in one 

I say that because at that time the Consumer 
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iur numbering system a little bit. 

staff could not keep up with the volume of letters 

:oming in, especially with the next month jumping to 

wer 1900 letters. 

It was decided at that time we needed to change 

Our secretarial 

I then volunteered to begin a numbering system 

rhere all the letters came to my office and I manually 

lumbered each one beginning August lst, at the end of 

tach month took the stack to Records and Reporting where 

:hey were put with the appropriate docket file. 

Q Does consumer affairs do any analysis or keep 

m y  records about the topics that are raised in that 

:orrespondence from customers? 

A No. Only that they were on a specific docket. 

Q Do you know what portion of those 

:ommunications from customers deal with service 

:omplaints? 

A No. I -- no, I do not. 
Q Are the complaints -- on the port on of the 

letters from customers that have service complaints, are 

they included in statistics that you provide -- yousve 
3rovided with your testimony? 

A The complaint statistics or the letter numbers 

you#re asking me about? 

Q Let me try to re-ask it. A portion of the 
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letters from customers that are in the correspondence 

file or side of this docket had service complaints in 

them; do they not? 

A They might. I do not read every letter. I 

scan to see which docket they go into. 

docket files where the Division of Water and Wastewater 

staff review. 

They go to the 

Q To the extent that a letter gets sent to the 

correspondence side of the file, do any of the 

complaints contained in those letters appear in the 

statistics that are attached to your testimony? 

A NO. 

Q Do you know whether any analysis has been done 

of those complaints by customers to show -- let me try 
to reword the question. 

analysis has been done to show the types of 

communications and the contents of those communications 

from customers that are in the correspondence side of 

the file? 

Do you know whether any 

A No, I don't. 

Q DO you know, is there any process in place at 

the Commission that lets the commissioners be informed 

of the contents of those communications from customers? 

A No, I don't. 

Q They're not routed to the commissioners that 
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A I only know my steps that I take, and that is 

after we count them, so we can have a monthly count in 

3ur Consumer Affairs monthly report, that I take them to 

Records and Reporting. I don't know if anyone does 

nnything in Records and Reporting with the letters. 

Q So all of the complaints that you discuss in 

{our testimony, none of them are complaints that are in 

:he correspondence side of the file; is that right? 

A That's right. 

Q How do you determine whether a communication 

Erom a customer gets processed in accordance with the 

:omplaints you have in your testimony or instead gets 

xocessed as a correspondence side of the file type 

natter? 

A Sometimes it is subjective, but if customers 

:all in and complain of a high bill or they cut off my 

rater because I did not get a notice, or something like 

chat, and they do not mention the ongoing rate case, 

that is taken over the phone by the analyst of the 

division and they log it in as a complaint. If they are 

writing a letter protesting the rate case and maybe 

later in the letter it's a problem they have, that's 

sent to the docket file where Water and Wastewater staff 

can review, because it concerns a docketed matter. 
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Q If you know, the 4,754 letters that have been 

received by the Commission, does the Commission answer 

those letters? 

A No. We have a new system in place, because I 

30 know that is a major problem. On the sheets that the 

customers get at the service hearings and the like, that 

sre the yellow/blue sheets that give an overview of the 

zase and sometimes list the different rates, it says at 

the beginning of that sheet that their comments will be 

placed in the correspondence section of the docket 

Pile. We realize that some customers think -- and 
leserve, a reply. We have now come up with a system 

#here I'm still going to be doing the same numbering 

system. We don't have personnel to punch every single 

m e  in the computer, but we are having labels made so 

that the customers receive a postcard that says that 

ue've received their correspondence on a docketed 

natter, and if they have a specific billing or service 

?roblem, to contact us at our toll free number, and it 

gives the number. 

Q The initial segregation that segregates the 

zommunications from customers as either being a 

complaint you handle or something that goes to the 

correspondence side of the file, if you determine 

correspondence side of the file, you said it goes to 
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Water and Wastewater from there? 

A Water and Wastewater reviews it. Sometimes 

they come to my office to, you know, review them before 

I take it to Records and Reporting. And other times 

they would go to Records and Reporting to review what's 

in the boxes. 

Q Other than what you've described so far, is 

there any other use or analysis made of the letters from 

iustomers, if you know? 

A Not that I know of. 

MR. BECK: Thank you. That's all I have. 

WITNESS PRUITT: Thank YOU. 

CHAIRMAN CLARK: Mr. Jacobs? 

CROSS EXAMINATION 

BY MR. JACOBS: 

Q Ms. Pruitt, just so I'm clear on this, so the 

Clommission does not have the benefit, as far as you 

know, of those 4,000 letters written about this 

particular rate case, of the knowledge within those 

letters? 

A Staff from Water and Wastewater have the 

knowledge of what is in those letters. 

Q And they've reviewed each one of them? 

A Yes, sir. 

Q Okay, that's good. But as far as that being 
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?=sed on to the Commission, it goes from the Staff then 

lown to Recording? 

A It goes from my office to Records -- it goes 
Erom the Division of Consumer Affairs to Records and 

ieporting. Sometimes -- 
Q But if the Staff has not prepared an analysis 

Jf those letters for the Commission, they do not have an 

3pportunity to see them; is that correct? 

A I don’t know what Water and Wastewater has 

lone with their information. They have reviewed every 

letter so that they can see if there is any kind of 

service problem or anything like that that they need to 

nake note of. 

Q All right. Thank you. No further questions. 

CHAIRMAN CLARK: Mr. Twomey? 

MR. TWOMEY: Yes, just briefly. 

CROSS EXAMINATION 

BY MR. TWOMEY: 

Q Ms. Pruitt, did you say at any point how many 

zomplaints ox letters regarding SSU have come in during 

the first four plus months of ‘96? 

A I didn’t say, but I have it written down. 

Q Great. Please. 

A In January, that we sent to Records and 

Reporting, 831; in February, 308; in March, 427; and in 
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ipril, 647. 

Q And if YOU know, what were the -- what were 
:he subjects of the -- what was the primary subject of 
:he letters, if you know, topic? 

A I didn't sit there and read each one. We did 

:ry to look for a docket number, the words SSU, and 

:here was one other word that we -- that popped up, 
isually in that first paragraph or sentence, if they 

;aid something about their water, I donrt want my water 

rates to go up, and that would have been the word of 

iniform rates. 

Q So that's -- 1100 -- another 22, 2300 letters, 
right? How about telephone calls, who tracks telephone 

:alls? 

A We track those, that as the calls come into 

3ur 800 number -- 
Q Yes, matam. 

A After an analyst receives a call, we have 

3ifferent docket numbers that we have given our own 

zomputer codes to, and we do track those every month. 

Rs soon as the call is over, they just punch a couple of 

buttons on their computer and that's tracked 

automatically in our system for capture. 

Q And in following up Mr. Jacobs' line about who 

gets that, who -- 



3295 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A That comes out in our monthly report. We put 

iown haw many phone calls we've received every month. 

41so the letters were also in our monthly report every 

nonth. 

Q BY utility? 

A By case dockets. 

Q Okay. And how many did you have -- if you 
lave the numbers, how many telephone calls did you 

receive -- 
A DO you want since June of '95 or Jan -- 
Q January -- just by total if you have total. 
A Total, since June of '95, 2,369. 

MR. TWOMEY: Thank you. That's all I have. 

CHAIRMAN CLARK: Mr. Willingham. 

CROSS EXAMINATION 

BY MR. WILLINGHAM: 

Q MS. Pruitt, my name is Bill Willingham. I'm 

here on behalf of Southern States. Just have a few 

questions regarding your exhibits. 

look at the Exhibit NEP-1, which is titled Southern 

States Utilities, Inc., Complaint, six-Year Comparison. 

This cites, I believe it's the number of complaints per 

year from 1990 through 1995 -- 

If we could first 

A That's right. 

Q -- that were filed against Southern States? 
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A Pardon me? 

Q That were filed against Southern States. 

A Yes, that's correct. 

Q Does this include all complaints, whether they 

rere justified or not? 

A Yes, it's all complaints. 

Q And does this have any relationship to the 

lumber of justified complaints per customer that were 

riled against SSU? 

A N o t  this chart. 

Q So it's not related to customers; is that 

?our -- is that correct? This chart is not on a 

,er-customer basis; is that right? 

A N o ,  it's not. 

Q And if we could go to Exhibit NEP-2, and there 

ire two graphs here. The first one is for 1 9 9 4 .  The 

;econd one is for 1 9 9 5 ,  which I believe -- is it correct 
:hat this places all of the complaints filed against SSU 

in the various categories? 

A Yes. 

Q And again, this applies to all complaints, 

uhether they're justified or not? 

A That's correct. 

Q That's for both of these graphs? 

A Yes. 
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Q And again, these are not on a per-customer 

>asis; is that correct? 

A No. 

Q And we just heard some testimony regarding the 

lumber of complaints that have been filed in 1996, and I 

:hink you said 4,754? 

A The number of complaints? 

Q I'm sorry, what did that number relate to? 

A That's the total number of letters we've 

received since June of '95 that we've placed in the 

:orrespondence file. 

Q Okay. Thank you. I believe your testimony 

:ompares the number of complaints that were filed 

%gainst SSU to the number of complaints that were filed 

against other regulated water and wastewater utilities? 

A No, it doesn't. 

Q It does not? Okay. I have no more 

pestions. 

CHAIRMAN CLARK: Commissioners? Redirect? 

MS. O'SULLIVAN: Just a couple of brief 

pestions to clarify. 

REDIRECT EXAMINATION 

BY MS. 0' SULLIVAN: 

I guess June Q Ms. Pruitt, you stated in mid -- 
or July last year, the Consumer Affairs changed the way 
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A In July we realized that we needed to change 

:he way. And so beginning August the lst, we did. 

Q That was because of the volume of letters that 

{ou had received? 

A All right. In the first six months of '96 -- 
2xcuse me, first six months of '95, we received between 

LOO and 200 overall letters a month to the division on a 

rariety of subjects. The preceding year, when I went 

3ack and looked at the record going back to August, we 

rere getting between 73 to 103 a month. That jumped in 

Tuly to 600, which jumped the following month to over 

1900. We had to make a change. 

Q All right. And is it correct that the 

:ommission, either Consumer Affairs or Water/Wastewater 

staff, still answer or address service complaints that 

require attention? 

A All the service complaints -- it is my 
inderstanding that all service complaints that are in 

the correspondence letters are noted and addressed by 

Bater and Wastewater. 

MS. O'SULLIVAN: Thank you. I have nothing 

eurther. 

CHAIRMAN CLARK: Exhibits? 

MS. O'SULLIVAN: Staff moves Exhibit No. 195. 
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CHAIRMAN CLARK: It will be admitted in the 

record without objection. 

4s. Pruitt. You are excused. 

Thank you very much, 

(Exhibit No. 195 received into evidence.) 

(Witness Pruitt excused.) 

* * * 
MS. O’SULLIVAN: Thank you. Mr. Shafer. 

MS. CAPELESS: Mr. Shafer, have you been 

sworn? 

MR. SHAFER: No, I have not. 

CHAIRMAN CLARK: Would you please stand and 

raise your right hand? 

GREGORY L. SHAFER 

das called as a witness on behalf of FPSC Staff, and 

naving been duly sworn, testified as follows: 

CHAIRMAN CLARK: Thank you. You may be seated. 

DIRECT EXAMINATION 

3Y MS. CAPELESS: 

Q Would you please state your name and business 

sddress for the record? 

A My name is Gregory L. Shafer. My business 

xddress is 2540 Shumard Oak Boulevard, Tallahassee, 

Florida 32399. 

Q Are you the same Gregory L. Shafer who 

?refiled direct testimony in this docket consisting of 
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35 pages? 

A Yes, I am. 

Q Do you have any changes or corrections to make 

to your testimony? 

A I have one correction. 

Q Please give that. 

A On Page 10, Line 25, it says, "in 39 counties 

out of 67." That should be "38 counties out of 6 7 . "  

Q Thank you. If I were to ask you the same 

questions as posed in your testimony, with the revision 

that you just identified, would your answers be the same 

today? 

A Yes, they would. 

MS. CAPELESS: Madam Chairman, may we please 

have Mr. Shafer's testimony inserted into the record as 

though read. 

CHAIRMAN CLARK: The prefiled direct testimony 

of Gregory L. Shafer will be inserted in the record as 

though read. 

MS. CAPELESS: Thank you. 

Q (By Ms. Capeless) Mr. Shafer, did you also 

prefile Exhibit No. G L S - 1  along with your testimony? 

A Yes, I did. 

Q Do you have any changes or corrections to make 

to that exhibit? 
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MS. CAPELESS: May w e  please have that 

.dentified with the next available exhibit number? 

CHAIRMAN CLARK: G L S - 1  will be identified as 

:xhibit 196. 

(Exhibit No. 196 marked for identification.) 
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DIRECT TESTIMONY OF GREGORY L. SHAFER 

Q. 

A. Gregory L. Shafer, 2540 Shumard Oak Boulevard, Tallahassee, F lo r i da  

32399. 

Q. 

A.  I am employed by the F lo r i da  Publ ic  Service Commission, D iv i s ion  o f  

Water and Wastewater, as Chief  o f  the  Bureau o f  Special Assistance. 

Q. What are your current  r e s p o n s i b i l i t i e s  as Bureau Chief i n  the  Special 

Assistance Bureau? 

A. I present ly  manage two sect ion supervisors. Combined, the  sections 

cons is t  o f  e igh t  Regulatory Analysts and th ree  eng ineers - -a l l  o f  whom are 

under my supervision. The Bureau processes s t a f f  ass is ted r a t e  cases f o r  

Class C water and wastewater u t i l i t i e s ,  l i m i t e d  proceedings f o r  Class A, B and 

C u t i l i t i e s ,  index and pass-through app l ica t ions  f o r  Class A, B and C 

u t i l i t i e s ,  miscellaneous complaints and inqu i r i es ,  and t a r i f f  r e l a t e d  matters. 

Q. Please summarize your educational and profess ional  background. 

A. I have a Bachelors o f  A r t s  degree i n  Economics from the  Un ive rs i t y  o f  

South F lo r i da  and a Masters degree i n  Economics from F l o r i d a  Sta te  Un ivers i ty .  

My emphasis i n  the  Masters program was i n  Labor Economics and Econometrics. 

Would you please s ta te  your name and address? 

By whom are you employed and i n  what capacity? 

My professional experience includes two years as a F i e l d  Economist w i t h  

the  U.S. Department o f  Labor, Bureau o f  Labor S t a t i s t i c s .  I have been 

employed by the  F lo r i da  Publ ic  Service Commission s ince September 1983. I 

spent f i v e  p lus  years i n  the D i v i s i o n  o f  Communications i n  various capaci t ies,  

the  f i n a l  two years as a Supervisor o f  the  Economics Section. My 

r e s p o n s i b i l i t i e s  p r i m a r i l y  focused on p o l i c y  development i n  the  areas o f  
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Access Charges, Long Distance Service, Cellular telephone, and Shared Tenant 

Services. I have been working in the Division of Water and Wastewater in my 

current capacity for over six years. 

Q. 

A. Yes. While working in the Division of Communications, I testified in 

the Interexchange Carrier Rules docket and in the A.T. & T. Waiver Request 

docket. While in the Division of Water and Wastewater I presented testimony 

in Dockets Nos. 891114-WS, Sailfish Point Utilities; 900329-WS, Southern 

States Utilities, Inc.; 910477-SU, Florida Cities Water Company; and 920199- 

WS, Southern States Utilities, Inc., on the calculation of margin reserve. 

I also presented testimony relating to non-rate base regulation of Class C 

water and wastewater utilities in Docket No. 911082-WS. 

Q. 

A .  The purpose of my testimony is to discuss what I believe to be 

reasonable goals and objectives of the Commission for the water and wastewater 

industry; limiting factors that influence the degree to which the Commission 

can attain those goals and objectives; how those goals and objectives shape 

rate design policy and how that rate design policy relates to rate structure 

options for this case. Finally, my testimony provides a summary analysis of 

several staff proposed rate designs in this case. 

Q. Would you generally discuss what you believe the goals and objectives 

of the Commission should be relating to regulation of water and wastewater 

utilities? 

A. There are many specific goals and objectives that the Commission may 

strive to achieve and they may vary according to circumstances. However, I 

Have you ever previously testified before the Commission? 

What is the purpose of your testimony in this docket? 

- 2 -  
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believe they can be broadly described under four categories. The four are: 

safe efficient service at an affordable price, resource protection, a 

financially healthy and independent utility, and regulatory efficiency. 

9. 
safe efficient service at an affordable price? 

A. This category is by far the broadest. Beginning with safe service, it 

is the obligation of the Commission to provide the utility with the 

opportunity to generate the funds necessary to meet environmental, health, and 

safety standards. These standards are generally established outside the ’ 

Commission but the Commission has always recognized the necessity of providing 

adequate financial coverage of such standards. Typically these are 

accounting, engineering and financial matters that do not relate directly to 

rate design issues. 

Can you describe specific objectives that may be considered as part of 

A significant element of this category is the quality o f  service 

provided by the utility. This would relate directly to reliability, safety 

and customer relations. These are major factors contributing to the 

customers’ perceptions about the utility and whether it is doing its job 

effectively. These concerns can only be addressed in an indirect manner 

through rate structure decisions. 

Efficiency is an important goal and one that is difficult to quantify. 

Certainly the Commission desires that every utility be as efficient as it can. 

The Commission attempts to make decisions through accounting and financial 

issues as well as engineering issues that will give the utility incentives to 

be more efficient. 

The far more difficult and subjective goal is that of affordable rates. 

- 3 -  
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The Commission is constrained by its statutory obligation to provide the 

utility an opportunity to earn a fair return on its investment. The 

Commission has come to view affordability in this context as those rates that 

meet its statutory obligation to the utility. This is primarily because it 

cannot arbitrarily reduce rates to suit an affordability test that is defined 

in terms o f  rate levels. The Commission has implicitly accepted that after 

the thorough review of accounting, engineering, customer service and financial 

issues the resulting rates are by default affordable. However, a company such 

as Southern States Utilities, Inc. (Southern States), provides the Commission 

with greater latitude in dealing with the issue of affordability. 

Q. 

Commission greater latitude in rate setting? 

A. Southern States has several characteristics that differentiate it from 

any other water and wastewater utility under Commission jurisdiction. First 

of all, it has more customers than any other water and wastewater utility 

under Commission jurisdiction. 

Can you elaborate on what characteristics about Southern States give the 

Southern States is geographically dispersed serving customers in 25 

counties throughout the state. No other utility under Commission jurisdiction 

is as spatially dispersed as Southern States. 

Finally, Southern States is comprised of over 150 separate water and 

wastewater service areas. These separate service areas range in size if 

considered as stand alone utilities from Class A to Class C. By category of 

the service areas contained in the filing for this case, the Class A plants 

would comprise approximately 20% of the total, Class B 14%, and Class C 66%. 

Q. How do these characteristics translate to latitude in rate setting 

- 4 -  
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philosophy? 

A .  As discussed above, the Commission is often left with no recourse in 

rate setting for single system utilities but to implement rates that are very 

high. However, with a utility such as Southern States with many customers and 

many service areas throughout the state the Commission has more options 

available to it. It can choose to design a rate structure that can mitigate 

rates that are at the extremes of the rate range. It may for example, choose 

to implement conservation rates for extremely low cost plants and use any 

plant specific excess revenues to offset extremely high rates in other service 

areas. It may choose to somehow limit the bills of customers throughout the 

utility and shift the burden of some high cost plants to others. Since all 

the customers of Southern States are under the same operational oversight the 

Commission may implement certain ratemaking philosophies that are not 

available to a stand alone utility. 

Q. Would you briefly describe what is meant by the goal o f  resource 

protection? 

A .  electric and 

telephone service in that water is a finite resource that cannot be 

manufactured. As environmental and supply experts now recognize, this 

resource must be protected and conserved in order to insure adequate supplies 

to meet future demands. The Commission has a role to play through pricing and 

education in the protection and preservation of that resource. 

Water and wastewater service is uniquely different from 

Admittedly, the Department of Environmental Protection (DEP) and the 

Water Management Districts (WMDs) have more visible roles in this area. 

However, the Commission also has a major role to play in assisting these other 

- 5 -  
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)4 

agencies to facilitate compliance. The Commission can do so through its 

treatment of expenses as they may relate to conservation programs, investments 

related to reuse and effluent disposal, through its assessment of feasibility 

of options, and finally through pricing. In addition to reacting to 

individual utility circumstances, the Commission can and does work regularly 

with these other bodies to shape policies and programs that are workable. 

This also corresponds to the goal of regulatory efficiency. 

Q. 
utility should be a goal of the Commission? 

A. I believe a financially healthy and independent utility is a goal of the 
Commission in order to insure that customers continue to have safe, efficient 

and reliable service. From time to time the Commission must deal with 

troubled utilities that, for whatever reason, cannot seem to provide safe 

efficient and re1 iable service and cannot afford to make the necessary 

improvements to do so. Frequently these situations result in abandoned 

utilities. Usually these facilities require major capitol improvements which 

will result in extremely high rates. If the customer base is not able to 

afford such rates they may refuse to pay or cut way back on consumption. If 

this happens the utility will not be afforded the opportunity to earn its 

return and may wind up in an abandonment situation. Thus, the Commission 

should be concerned about the viability and financial health of utilities 

under its jurisdiction. 

Would you explain why you believe a financially healthy and independent 

Furthermore, financial health relates directly to whether the utility 

can obtain the resources necessary for expansion, replacement or upgrading of 

plant and infrastructure. The healthier the utility the more attractive a 

- 6 -  
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customer it is for lending institutions and the more favorable terms it can 

secure from such institutions. This serves to benefit all customers through 

the cost of capital impact on rates and the ability to attract financing to 

make needed improvements. 

Q. 

as Southern States? 

A. No, typically these are problems most frequently associated with smaller 

utilities. However, given the number of small service areas in the Southern 

States mix, they may well experience problems with high per capita cost plants 

under a stand alone rate structure. In addition, larger utilities may play 

a role in addressing the problem of non-viable smaller facilities. 

Regionalization and consolidation of utilities can be one way to address 

problems created by smaller utilities. This may include purchase by larger 

investor owned or public utilities and may even include purchase or take over 

by homeowner groups. The Commission’s actions relating to both larger and 

smaller utilities can have the effect of making one outcome more likely than 

another. 

Q. 

of the Commission? 

A. No. I do not think it should be a generic goal of the Commission. 

However, a major problem in this industry is the inability o f  small water and 

wastewater plants to survive and to provide safe, efficient service at 

reasonable rates on a stand alone basis. I believe regionalization and 

consolidation are possible ways to address compliance and affordability for 

small uti 1 i ti es. 

Are problems of viability usually associated with larger utilities such 

Should acquisition o f  smaller utilities by larger utilities be a goal 

- 7 -  
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Regardless of whether the Commission has a policy of encouraging or 

discouraging acquisitions, I believe it must be cognizant of the effects its 

decisions have on that aspect of the industry. The point of my testimony on 

this matter is not to recommend an acquisition policy but to inform the 

Commission that rate design has an impact on the decision of one utility to 

acquire another utility. 

In the near future it is likely that the Commission will perform 

analyses on troubled utilities in an attempt to assess whether or not they are 

viable for the long run. As a logical extension of that assessment the 

Commission will be forced to develop strategies for dealing with utilities 

considered to be non-viable. These strategies may include incentives for 

acquisition by larger utilities. 

Q. Describe what you mean by an independent utility and why it is an 

important goal? 

A.  By independence I mean that the utility is in the exclusive business of 

providing uti1 ity service to the customer as opposed to development related 

activities. Often a primary goal of developer related utilities is to 

minimize or avoid utility related costs to the extent that the utility formed 

is inadequate to perform the long-term task of providing safe, reliable, and 

affordable water to its customers. By virtue of its independence a utility 

can make investment decisions based on real needs rather than the need to 

influence potential home buyers or developers. The utility can request and 

implement compensatory rates without the need to provide incentives to home 

buyers. But most importantly, the utility will make all types of decisions 

based on its ability to gain a return in the long run as the provider of 

- 8 -  
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service. These factors benefit customers by ensuring that the utility will 

serve no other purpose but to provide utility service in exchange for a 

reasonable return over the long run. 

(1. 

should be concerned about it. 

A .  Regulatory efficiency covers a number o f  issues the Commission is 

concerned about. First, it suggests that the agency itself strives to operate 

in an efficient manner to process cases without undue delay and without 

imposing burdensome and costly requests on the utilities. The Commission is 

concerned not only about the cost of regulation but also attempts to minimize 

regulatory lag. This lag imposes a cost on the utility by deferring needed 

increases. A certain amount of regulatory lag is unavoidable but nonetheless 

the Commission strives to minimize its impacts. 

Define regulatory efficiency and discuss why you believe the Commission 

Regulatory efficiency also implies a level of interaction and 

cooperation with other state agencies and local governments that also have 

oversight functions related to utilities. Hopefully such cooperation serves 

to reduce confusion on the part of utilities and allows utilities flexibility 

in the way that they achieve compliance with each agency. For example, 

through agency interaction the Commission may be able to influence 

environmental compliance schedules to dovetail with rate relief schedules and 

thereby ease the financial burden on utilities. 

Finally, I believe the Commission encourages the utility to be prudent 

in the manner in which it approaches regulation. One major way the Commission 

does this is through the review o f  rate case expense. To the extent the 

Commission can, it must consider the impact of its decisions on the expense 

- 9 -  
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the utility will incur in future cases and whether or not incentives for 

efficiency are changed. One way the Commission does this is through 

consistent and predictable policies in the treatment of various utility 

decisions. 

Customers benefit indirectly from the utility’s ability to achieve 

compliance quickly and from any reduction in rate case expense that may be 

real i zed. 

Q. You indicated earlier that the Commission faces limitations on its 

ability to achieve some goals and objectives. Can you briefly discuss what 

you believe to be limiting factors? 

A .  I believe that Commission decisions relating to rate levels and rate 

design issues are constrained in some ways by the regulatory environment in 

which it operates such that certain objectives are not attainable or only in 

a limited fashion. These limits take different forms. The first is that the 

Commission is not the agency of primacy for environmental matters, health and 

safety matters, conservation matters and reuse matters. The Commission shares 

with and sometimes defers jurisdiction to the DEP, the Department of Health 

and Rehabilitative Services (HRS), the WMDs and in some cases county 

governments on these issues. As a practical matter this means the Commission 

is somewhat constrained in its ability to deal with these issues. 

Second, the Commission’s jurisdiction relates only to investor owned 

water and wastewater utilities and only in those counties that have allowed 

the Commission to regulate. The number of counties under Commission 

jurisdiction varies over time. Currently, the Commission regulates facilities 

in 39 counties out of 67. As such, the Commission is only a small piece of 

- 10 - 
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the overall economic regulation equation when you consider city and county 

facilities and small unregulated facilities. It should be noted, however, 

that with the possible exception of Dade and Hillsborough counties, the 

Commission may be the one regulatory body with oversight over the most 

customers. 

Finally, there are certain general characteristics about Florida and 

more specifically about the water and wastewater industry in the state that 

the Commission must consider in the decision making process. The state’s 

population continues to grow rapidly, thus placing a greater and greater 

demand on water resources and the environment. This will put the Commission 

in the position of responding to the need for conservation and possible reuse 

demands. 

By virtue of its unique geographic characteristics Florida has inherent 

water quality and effluent disposal problems that make it more expensive for 

utilities to achieve quality standards than in some other areas. Furthermore, 

it is reasonable to assume that the water quality and environmental standards 

will remain at least as stringent if not more so than they currently are. 

Given these factors it is safe to assume that water production will be a 

rising cost industry. 

Q. Do these factors serve to limit the Commission’s effectiveness in 

attaining its goals and objectives? 

A. Yes, they can. The Commission is concerned with rates and rate levels 

while other agencies involved with environmental compliance for example are 

less concerned about rate levels. The Commission rarely intercedes on behalf 

of customers or utilities when matters of environmental protection are 
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involved. When these matters result in significant financial investments on 

the part of the utility, the Commission has little or no recourse but to pass 

those costs on to consumers. Thus, the goal of reasonable rates can be 

jeopardized. 

Another example might be a requirement for conservation rates. The 

Commission generally has been in favor of conservation measures even in the 

absence of outside mandates. However, conservation rates typically mean 

higher rates. If conservation rates are successful they may have the 

unintended effect of reducing revenues to the utility hence putting more 

upward pressure on rates. Again conflict is created between attaining one 

goal, conservation, at the expense of reasonable rates and a financially 

healthy utility. 

Q. 

ability of the Commission to achieve its goals? 

A. 

a utility such as Southern States. 

goals and objectives individually as they relate to rate structure. 

How does rate structure for a company such as Southern States impact the 

Rate structure can have a significant impact in a variety of ways for 

It is instructive to consider each of the 

Rate structure relates to the utility's ability to provide safe 

efficient service in a variety of ways. In order for the utility to provide 

safe service it must have the resources to do so. Rate structure can 

influence the utility's revenue stream by making it more or less subject to 

variation. The more dependable the revenue stream the greater ability the 

utility has to project future income and thus plan needed investments in a 

cost effective manner. For example, the greater the portion of revenue 

requirement allocated to base facility charges (BFC) the more stable the 
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revenue stream. 

the point for purposes of example. 

I am not advocating this necessarily be done but merely make 

In terms of efficiency, the more complex the rate structure the greater 

the cost to the utility to administer. It is difficult, if not impossible, 

to calculate such efficiencies. However, common sense tells you that matters 

such as billing inquiries and disputes would be less numerous if rate 

structure is more easily understood. Efficiencies can also be affected by 

rate design in terms of investment incentives faced by the utility. What may 

be an immaterial investment when spread over all customers of Southern States 

may have significant impact if costs can only be spread and recovered over a 

particular service area. The utility’s decision to invest may be more 

carefully considered in the latter case. Consequently, the ability to spread 

costs more widely may lead to more investment than would otherwise occur. 

When choosing a particular rate structure the Commission must be cognizant of 

its impacts and may attempt to incorporate safeguards to address any negative 

impacts it may anticipate. 

In addition, rate shock or the substantial increase in rates relative 

to their previous level, is also a factor in assessing the affordability of 

rates as viewed by the customers. A rate increase that is three times its 

previous level may be considered excessive by the customers even though the 

final rate level may not be that great relative to other utilities or service 

areas. 

A s  noted above, affordability of rates from the Commission’s perspective 

is often times a byproduct of the reasonableness of the revenue requirement 

for an individual utility. The Commission strives to make the revenue 
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requirement reasonable recognizing limitations in its ability to act directly 

on rates. However, in the case of Southern States which has multiple plants 

under a single operational umbrella the Commission and the utility have more 

options available to address affordability or reasonableness. 

One of the options available for a utility such as Southern States is 

some form of rate averaging, such as a uniform rate. The benefits and 

drawbacks to a uniform rate structure have been considered previously by the 

Commission and it is not my purpose to cover that ground again. I only wish 

to point out that there are many possibilities available regarding rate 

structure because of the unique nature of Southern States’ organization. 

Several rate design options that may be applicable to Southern States will be 

discussed below. 

Q. How does rate structure impact resource protection? 

A. Pricing is a fundamental element in resource allocation and, in this 

case, resource protection. Through pricing signals the utility can influence 

water consumption. For example, a flat rate is not sensitive at all to 

consumption and may create excessive demand. Once a customer has paid his or 

her monthly charge they may use as much as they wish and may not care, for 

example, whether a dripping faucet is quickly repaired or not. If the charges 

contain a usage component and the customer’s bill i s  sensitive to consumption, 

the customer may alter his or her behavior in order to influence the monthly 

bill. 

Consumption based charges with a fixed and variable component are one 

way to influence water consumption through pricing. The Commission, as a 

general practice, has supported and encouraged this rate structure. Another 
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method is known as inverted block pricing. Inverted block pricing would 

increase the price of the consumption component as greater levels of 

consumption are achieved. For example a price of $l.SO/thousand gallons may 

apply to the first ten thousand gallons consumed and a price of $3.00/thousand 

gallons for any consumption beyond ten thousand gallons. The rationale would 

be to provide a price disincentive to the customer for consuming in excess of 

ten thousand gallons of water in a month. The success or failure of such a 

rate structure will vary based on a variety of factors not the least of which 

is the income of the customer. 

9 .  Can rate structure impact resource protection in any other way? 

4. Yes, rate structure also influences resource protection through rates 

charged for reclaimed water. Reuse rates serve to defray the cost involved 

in treatment and delivery of reclaimed water. However, if potential reuse 

customers have alternative sources, such as on site wells, pricing of reuse 

service may have to be at zero. 

Any of the above options will impact consumption to varying degrees 

depending on specific conditions. The Commission’s choice of rate design will 

attempt to give the appropriate weight to resource protection in the overall 

scheme of rate setting. 

Q. 

health and independence of the utility. 

A .  The impact of rate design and pricing on the financial health and 

independence of the utility i s  evidenced by the testimony of the utility as 

it relates to its proposal for a weather normalization factor to be included 

in the rate design. In most basic terms, the weather normalization proposal 

Briefly describe how rate design and pricing influences the financial 
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is an attempt to levelize the revenue stream of the utility. Rate structure 

can and does play a significant role in the predictability of the utility’s 

revenue stream. The extreme example of predictable revenues would be to make 

all rates flat rates with no consumption components at all. Under such a rate 

structure the utility would have no variation in revenues except due to 

customer churn and uncollectibles. 

A t  the other extreme the most unpredictable revenue flow would be i f  the 

rate structure has no fixed component and all revenues were based exclusively 

on consumption. 

The ability o f  the utility to predict its revenue stream and make 

investment decisions on that revenue stream is directly impacted by rate 

design. The degree of predictability does have an impact on the utility‘s 

ability to secure financing should the need arise. 

The independence of the utility from development interests is more 

likely to influence pricing and rate design issues than vice versa. A utility 

independent of development interests will be more inclined to make cost based 

decisions regarding utility matters and less likely to provide development 

incentives through rate design. In addition, an independent utility is less 

likely to lose interest in the utility once a development is complete. It 

should be noted however, that an independent utility such as Southern States 

is not insensitive to growth and the potential impact o f  pricing on growth. 

Q. How would you relate rate structure and rate design to the goal of 

regulatory efficiency? 

A.  

and acceptance of particular rate structures. 

Regulatory efficiency can be influenced through the degree of complexity 

Rate structure may influence 
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the cost of preparation for rate cases which would then impact rate case 

expense. In addition, a more complicated rate structure could lengthen the 

rate case process by expanding the scope of rate structure issues to be 

considered. In general, I would expect the impact to be relatively slight i n  

most cases. 

Q. 

to rate design? 

A. I would expect the utility to be concerned with achieving its revenue 

requirement, levelizing its revenue stream, addressing resource management and 

protection, administrative ease, affordability and acceptability, and the 

impact of rate design on future growth and acquisitions. To a lesser extent 

Southern States should also be concerned about the perception of fairness and 

rate continuity. 

Q. Can you discuss why the utility is concerned about resource protection? 

A. Yes. There are a number of reasons the utility might be concerned about 

resource protection but there are at least two primary reasons. The first 

would be a regulatory interest determined by the WMDs and their requirements 

relating to Consumptive Use Permits. Consumptive Use Permits place limits on 

utilities of certain sizes as to the amount of water they may withdraw from 

ground water sources. In so doing they investigate the utility's historical 

consumption records to determine if conservation rates are appropriate. In 

my experience working with Class C utilities, the WMDs have on occasion issued 

requests to specific utilities to implement some type of conservation rate 

structure. A given utility, therefore, is concerned about controlling 

consumption through rate design and in some cases reducing consumption through 

What do you believe are the interests of Southern States as they relate 
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rate design. 

The utility should have another level of concern regarding conservation 

that is on a more economic level and that is for plants that are on the verge 

of requiring additional capacity to serve the demand o f  existing customers. 

By reducing or at least stabilizing demand for water, the utility may be able 

to forestall the need for additional investment. This may be a relatively 

rare occurrence but, nonetheless, the potential exists for such a scenario. 

Finally, given the economic, physical and geographical nature of the 

Florida environment it is in the long term best interests of the utility to 

promote conservation and maintain existing cost relationships such that it can 

meet future demands at a reasonable cost. 

Q. 

acceptability? 

A.  Yes, any business should be concerned about the affordability of its 

product and Southern States is no exception. In a competitive market that 

concern arises from the potential that some other producer will garner its 

customers and reduce its income stream. Since that motivating factor is 

largely absent from the water and wastewater industry, the concern relates 

more to the impact on the cost structure of the utility. Controversy over 

rate levels and rate structure generates costs to the utility be they through 

billing complaints and inquiries at the company or indirectly through 

additional regulatory involvement due to complaints to the Commission. 

Do you believe that Southern States is concerned about affordability and 

In addition, affordabil ity and customer acceptance relates directly to 

the public image of the utility and the customers’ perception of the utility 

as a good corporate neighbor. 
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utility should be concerned with. 

terms? 

A. Yes. Fairness relates, in my mind, to the degree to which the cost 

causer pays a fair share of the costs he or she is responsible for and the 

degree to which the rates are in line with those of customers in similar 

situations. These two characteristics are at times difficult to attain with 

the same rate design. I believe the unique nature of Southern States allows 

for some latitude in these areas. 

Previously YOU mentioned fairness and rate continuity as issues the 

Can you define what you mean by these 

As an aside, there are circumstances that arise that cause cost 

relationships to change that are not directly attributable to the demands 

placed on a particular plant by its customers. For example, environmental 

requirements such as testing costs may be attributable to a particular service 

area but not necessarily related to any action taken by the customer. Thus, 

to be bound to limiting recovery of those costs from that particular service 

area merely to adhere to a cost causer pays philosophy o f  rate design may be 

doing a disservice to the customers in that particular service area. 

Rate continuity relates to the nature and frequency of rate changes. 

For example, should the Commission determine that a $3/kgal conservation 

surcharge is appropriate for water consumption in excess o f  10,000 

gallons/month, it might be appropriate to phase in that surcharge over a 

period of time to give customers the opportunity to adjust their consumption. 

Continuity may also relate to scenarios where customers receive a short 

run rate reduction only to be faced with an increase shortly thereafter. 

Q. Are these issues of concern for the utility? 
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A. 

customer acceptance and affordability. 

less consequence to the utility than to the customers. 

9. Do you believe that subsidies and fairness in pricing are mutually 

exclusive? 

A .  Not at all. I believe that the real issue in regard to subsidies 

contained in rates is the degree to which subsidies occur. In truth, the 

existing rates of any water and wastewater utility under Commission 

jurisdiction have subsidies inherent in them. To the extent that any time the 

cost to serve an individual customer is different, but the price to each 

customer i s  the same, a subsidy exists. In fact, even in competitive markets, 
cost averaging must take place in order to simplify pricing decisions. For 

example, it is likely to be more expensive for some retailers to be open after 

dark than during the day due to energy and security costs. However, I am not 

aware of many retailers that charge higher prices at night than during the 

day. The complexity and costs o f  administration of such pricing schemes would 

render them ineffective. Therefore, manufacturers, wholesalers and retailers 

tend to cost average when setting prices for goods and services. In so doing, 

they create pricing structures that have subsidies in them. In my example 

daytime customers would subsidize nighttime customers. Another common example 

is bulk pricing such that large volume customers who pay less are subsidized 

by smaller ones who must pay more. 

Q. 

regulated services? 

A .  

The utility should be concerned about these factors as they relate to 

However, they are probably of much 

Are you aware of subsidies that have existed in the pricing o f  other 

Prior to technological advances that permitted many providers to enter 
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the telecommunications industry,  there  was a great  deal o f  subs id izat ion i n  

p r i c i n g .  Basic l o c a l  telephone service, f o r  example, was r e s i d u a l l y  pr iced. 

That i s ,  a l l  o ther  services such as c a l l  wai t ing,  p r i v a t e  l i n e  service, 

touchtone service, u n l i s t e d  numbers, etc. ,  t h a t  were d i s c r e t i o n a r y  o r  add-on 

services were pr iced  on a cost  p lus basis.  The p lus  was simply based on what 

the Commission o r  the  l o c a l  phone company thought was reasonable. Once a l l  

o ther  services were pr iced, the  remainder o r  res idua l  was a l loca ted  t o  l o c a l  

serv ice charges. Thus, a l l  other services p a r t i a l l y  subsidized l o c a l  service.  

I n  addi t ion,  f u r t h e r  subsid izat ion occurred among classes o f  service.  

Commercial and m u l t i l i n e  business customers pa id  higher r a t e s  than s ing le  l i n e  

r e s i d e n t i a l  customers. The r a t i o n a l e  t h a t  was used i s  r e f e r r e d  t o  as value 

o f  service pr ic ing .  Conventional wisdom held t h a t  commercial and la rge  

business customers der ived more value from telephone serv ice than r e s i d e n t i a l  

customers. 

It should be noted t h a t  both s t a t e  and federal  regulators  viewed 

telephone service as a basic necessi ty and s t ructured regu la t ion  o f  the  

indus t ry  around the  concept of Universal Service. That concept means t h a t  

p r ices  were se t  t o  encourage as many people as poss ib le  t o  subscribe t o  

telephone service.  That no t ion  continues today even as competitors are 

enter ing the  market f o r  l o c a l  telephone service.  

Q. 

analogous t o  the  s i t u a t i o n  presented by a u t i l i t y  such as Southern States? 

A. I bel ieve as i t  r e l a t e s  t o  cost  o f  service, there  i s  one i n t e r e s t i n g  

factor  about l o c a l  telephone p r i c i n g  t h a t  should be noted, P r i o r  t o  1980 most 

l o c a l  cen t ra l  o f f i c e s  (where switching takes place) were e l e c t r o n i c  o r  

Are there p r i c i n g  pract ices employed i n  the  telephone indus t ry  t h a t  are 
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electromechanical. Transmission technology was a lso  e l e c t r o n i c  r e q u i r i n g  hard 

wi re connections from p o i n t  A t o  p o i n t  B.  As t h e  d i g i t a l  technology 

progressed i n t o  the  1980’s most l o c a l  telephone companies began t o  i n s t a l l  

d i g i t a l  cen t ra l  o f f i c e s  f o r  switching and transmission. The i n t e g r a t i o n  o f  

new technology created s i g n i f i c a n t  d i f ferences i n  the  cost  o f  serv ice between 

new technology and o ld .  Even though there  were and are cost  o f  service 

d i f ferences between customers served by one type o f  techno1 ogy versus another, 

no p r i c e  d i f f e r e n t i a t i o n  based on the cost o f  c e n t r a l  o f f i c e  technology was 

implemented. Thus, i t  may be argued t h a t  telephone customers served by one 

technology subsidized customers served by another technology. This  example 

i s  somewhat analogous t o  water and/or wastewater customers t h a t  are served by 

d i f f e r e n t  p lan ts  o f  d i f f e r e n t  treatment types. 

Should t h e  Commission consider a p r i c i n g  scheme f o r  water and wastewater 

t h a t  includes some cost and/or p r i c e  averaging and some degree o f  

subsidizat ion,  i t  would not, i n  my judgement, be wi thout  regu la to ry  precedent. 

Q. Previously you mentioned t h a t  r a t e  design may impact decis ions Southern 

States might make regarding acqu is i t ions  o f  o ther  u t i l i t i e s .  Would YOU 

describe how you bel ieve r a t e  s t r u c t u r e  can in f luence decis ions on 

acquis i t ions? 

A.  The most important f a c t o r  f o r  the  u t i l i t y  t o  consider regarding 

acqu is i t ions  i s  whether it bel ieves i t  can earn a r e t u r n  on i t s  investment. 

However, the  u t i l i t y  i s  a lso concerned about r a t e  l e v e l s  o f  the  acquired 

u t i l i t y  and favorable acceptance o f  the  a c q u i s i t i o n  by customers o f  the  

acquired u t i l i t y .  

Rate s t ruc tu re  can impact the  dec is ion t o  acquire a smal ler  u t i l i t y .  
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Under a rate structure that isolates each service area as a separate rate 

center, i.e., stand alone rates, or some version of stand alone rates, the 
acquiring utility will always view acquisitions on a microeconomic level. 

That is, the acquiring utility will be concerned with the ability of any 

particular facility to provide a reasonable return on its own. It will look 

at the compliance record of the facility and what investments might be 

required to achieve compliance and make it profitable. Finally, it will look 

at the resulting rate levels after any needed improvements and how those rates 

relate to existing levels across the utility. If those rates are at the high 

end of the utility’s current rate continuum and the potential for positive 

return on investment is slight, the utility will most likely not make the 

investment. 

On the other hand, if the utility has in place some variation of 

averaged rates, the ability to cost average may change the utility’s decision 

making equation. A facility that is undesirable on a stand alone basis may 

be more attractive if costs can be sufficiently diluted company wide to make 

the addition of the number of customers in question cost effective. 

(1. 

should be concerned about? 

A. One thing that I have not yet mentioned is utility accountability. The 

Commission desires the utility to be a prudent and efficient business 

operation, and pricing decisions may influence the utility’s behavior 

regarding accountability and prudence. All other factors being equal, the 

Commission would choose a rate structure that forced the utility to make every 

investment decision and managerial decision the most cost effective one. The 

Are there any other factors relating to rate design that the Commission 
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most ef fect ive way t o  do t h a t  i s  t o  f o r c e  t h e  u t i l i t y  t o  l o o k  a t  these 

decisions as they r e l a t e  t o  the  costs and b e n e f i t s  o f  t h e  p a r t i c u l a r  service 

area r a t h e r  than on a t o t a l  company bas is  where i n d i v i d u a l  investment 

decisions o f ten  times appear immaterial.  This i s  no t  t o  say t h a t  the 

Commission could not  support a s ing le  t a r i f f  p r i c i n g  concept and s t i l l  

maintain incent ives f o r  accountabi l i ty .  I bel ieve it becomes another f a c t o r  

i n  a l i s t  o f  sometimes c o n f l i c t i n g  goals t h a t  have t o  be recognized and 

reconci led. 

Q. Would you l i s t  what you be l ieve  t o  be the  re levant  fac to rs  the 

Commission must weigh i n  consider ing r a t e  design f o r  Southern States? 

A.  I believe, as discussed above, t h a t  t h e  Commission must consider the  

impact o f  r a t e  design on the  a f f o r d a b i l i t y  o f  r a t e s  f o r  a l l  customers, the  

ease o f  administrat ion,  customer acceptance and understandabi l i ty ,  fairness 

( the degree t o  which subsidies occur), r a t e  cont inu i ty ,  conservation and 

resource protect ion,  revenue s t a b i l i t y  and p r e d i c t a b i l i t y  f o r  the  u t i l i t y ,  and 

the u t i l i t y ’ s  stance on acquis i t ions.  

Q. 

they r e l a t e  t o  the  fac to rs  l i s t e d  above? 

A. I do not  be l ieve  any s ing le  r a t e  design can achieve the  best possible 

r e s u l t  f o r  each f a c t o r .  The Commission must balance and p r i o r i t i z e  i t s  

ob ject ives and choose a r a t e  design(s) t h a t  best serves t h a t  p a r t i c u l a r  l i s t  

o f  p r i o r i t i e s .  For example, customer acceptance and resource p r o t e c t i o n  may 

be opposing goals and the Commission may no t  be able t o  adequately s a t i s f y  

both w i t h  the  same r a t e  design. I n  t h a t  case, the  Commission must decide 

which goal i s  the highest p r i o r i t y .  

Can any r a t e  design achieve the des i red ends o f  a l l  p a r t i e s  involved as 
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Q. Have YOU included analyses o f  r a t e  s t r u c t u r e  opt ions i n  your testimony? 

A. Yes, I have included analyses o f  f i v e  r a t e  design opt ions t h a t  I bel ieve 

are a l te rna t ives  f o r  the  Commission t o  consider f o r  Southern States a t  t h i s  

time. The analysis i s  i n  terms o f  the  goals and object ives discussed 

throughout my testimony. 

9 .  

A. The f i r s t  a l t e r n a t i v e  o r  Option 1 i s  t o  cont inue t h e  r a t e  s t ruc tu re  

approved by the  Commission i n  Order No. PSC-95-1292-FOF-WS i n  Docket No. 

920199-WS. This s t ruc tu re  has subsequently been maintained i n  the  

Commission‘s dec is ion on i n t e r i m  ra tes  f o r  the  i n s t a n t  docket i n  Order No. 

PSC-96-0125-FOF-WS. That r a t e  s t ruc tu re  can be described as a modif ied stand 

alone r a t e  s t ruc tu re  w i t h  BFC and gallonage charge pegged a t  l e v e l s  not  t o  

exceed $52 fo r  10,000 gal lons o f  water consumption and a $65 maximum for 

wastewater serv ice a t  6,000 gal lons consumption. The s i g n i f i c a n t  feature o f  

t h i s  r a t e  s t r u c t u r e  i s  t h a t  water r a t e s  are designed t o  cos t  no more than $52 

a t  10,000 gal lons o f  consumption and the  corresponding wastewater ra tes  are 

capped a t  $65 d o l l a r s  f o r  consumption equal t o  o r  greater  than 6,000 gal lons.  

It should be noted f o r  c l a r i t y  t h a t  an i n d i v i d u a l  customer’s b i l l  for  

water would exceed $52 d o l l a r s  i f  h i s  o r  her usage exceeded 10,000 gal lons.  

The establishment of the  bench mark f o r  water serv ice a t  $52 f o r  10,000 

gal lons i s  based on the  concept o f  a f f o r d a b i l i t y  as determined i n  the  previous 

r a t e  case. The maximum b i l l  of $65 f o r  wastewater i s  a lso based on 

a f f o r d a b i l i t y  as determined i n  the  l a s t  r a t e  case. 

Would you b r i e f l y  describe those a l te rna t ives? 

This r a t e  s t ruc tu re  does contain subsidies t h a t  are requi red i n  order 

t o  keep the  water and wastewater ra tes  w i t h i n  the  guide l ines discussed f o r  
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affordability based on the last rate case. Based on staff's analysis of 

evidence in the record from the previous rate case, no water service area 

subsidized any other water service area by more than 6.91% of its own revenue 

requirement. Similarly, no wastewater service area subsidized any other 

wastewater service area by more than 16.7%. 

Q. 
be noted? 

A. For the first option as well as all other options discussed the 

allocation of revenue requirements is 40% allocated to the BFC and 60% to the 

gallonage charge. This assumption is made for the sake of simplicity and it 

also sends a slight conservation signal due to the heavier weighting for the 

gallonage component. This i s  Southern States' proposal in this case and is 

consistent with the methodology approved in Docket No. 920199-WS, Order No. 

Are there other assumptions regarding this rate structure that should 

PSC-95-1292-FOF-WS. 

In addition, as in the option currently approved for this utility, 

residential wastewater service is capped at 6,000 gallons for all other rate 

options. This is done to recognize that not all water consumed by residential 

water customers returns to the wastewater facility and also to recognize the 

typical usage patterns o f  the Southern States customer base as determined in 

Docket No. 920199-WS. 

Q. 

discussed in your testimony? 

A. I have prepared and attached a matrix of the analyses of each rate 

design option based on the characteristics discussed in my testimony. This 

is attached as Exhibit GLS-1 to my testimony. Rather than elaborating on the 

How would you judge this rate structure based on the factors previously 
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impacts of.each r a t e  s t ruc tu re  as i t  i s  presented I would suggest rev iewing 

the attached matr ix.  I w i l l  summarize those impacts a f t e r  a l l  the options 

have been i d e n t i f i e d .  

9. 
A. The next r a t e  opt ion would be Option 2, stand alone rates.  This r a t e  

s t ruc tu re  ca lcu lates rates f o r  each serv ice area based on i t s  own ind iv idua l  

revenue requirement. Revenue recovery i s  based on 40% from the  BFC and 60% 

from the  gallonage charge. 

Q. Would you describe Option 3, the  modif ied stand alone r a t e  s t ruc tu re  

w i t h  minimums? 

A. The modif ied stand alone r a t e  s t ruc tu re  w i t h  minimums o r  Option 3, i s  

an extension o f  Option 1. The d i f fe rence would be t h a t  a minimum l e v e l  has 

been establ ished f o r  the  BFC and gallonage charge. The minimum gallonage 

charge i s  a conservation o r  resource pro tec t ion  measure t o  prevent the  usage 

component from being pr iced  abnormally low and thereby encouraging reck less 

water usage. A minimum gallonage charge o f  $1 was presented t o  t h e  Commission 

as an opt ion i n  Docket No. 920199-WS. To determine t h e  reasonableness o f  the  

$1 minimum I reviewed water ra tes  establ ished by the  Commission ( f o r  u t i l i t i e s  

other  than Southern States) f o r  cases docketed i n  the  years 1991 through 1994. 

I assumed a normal d i s t r i b u t i o n  and determined t h a t  i t  i s  reasonable t o  expect 

t h a t  approximately 76% o f  gallonage charges se t  by t h e  Commission over t h a t  

per iod would exceed the $1 per thousand g a l l o n  minimum. Thus, should the 

Commission choose t o  employ some type of minimum charge f o r  gal lonage it could 

do so w i t h  the  expectat ion t h a t  approximately 24% o f  serv ice areas w i l l  be 

impacted. 

What i s  the next r a t e  opt ion you have i d e n t i f i e d ?  
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The minimum BFC has no purpose other than to send the pricing signal to 

consumers that they receive something of value by virtue of having a service 

connection and that it is worth at least $4/month. Based on the same period 

as noted above and also assuming a normal distribution of rate levels for the 

sample this would mean that the minimum rate would still be lower than 97% of 

rates in the sample. 

9. Would you describe the features of Option 4, or the uniform rate 

structure? 

A. Option 4, the uniform rate, or single tariff pricing proposal, simply 

aggregates the costs and investments o f  the utility across all water 

facilities and customers and computes an average water rate. The uniform 

wastewater rates are computed in the same manner. 

9. Describe the rate structure referred to on the matrix as modified 

uniform or Option 5 .  

A .  Option 5 is based on the uniform rate structure but attempts to 

recognize differences between service areas based on the level of C I A C  

contribution and differences by service area in types of treatment. 

Q. 

differentiate rates? 

A .  These factors were chosen for two reasons. First, these two factors can 

be somewhat isolated as having some impact on rates under certain 

circumstances. 

Why were contribution level and treatment types selected as factors to 

Second, the parties who opposed uniform rates in previous dockets 

(specifically Dockets Nos. 920199-WS and 930880-WS) cited the level of C I A C  

and treatment type as factors that may significantly effect rate levels. 
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These are a lso fac to rs  t h a t  are unique and may be s i g n i f i c a n t  t o  a p a r t i c u l a r  

serv ice area as opposed t o  common costs such as sa lar ies,  f inancing, customer 

service, e t c .  The S t a f f  developed t h i s  r a t e  op t ion  t h a t  seeks t o  address 

those concerns wh i le  a1 so m i t i g a t i n g  the  sometimes extreme r a t e  consequences 

o f  stand alone rates.  

Q. 

A. Using data from Southern States’ l a s t  r a t e  case, our s t a f f  developed 

fac to rs  f o r  each f a c i l i t y  a t  vary ing l e v e l s  o f  C I A C .  The l e v e l  o f  C I A C  was 

var ied by increments o f  10% from 0% t o  100% cont r ibu t ion .  The r e s u l t i n g  

revenue requirement and r a t e s  were then ca lcu la ted  a t  each l e v e l  o f  

con t r ibu t ion .  I n  add i t ion  a r a t e  f o r  each f a c i l i t y  was ca lcu lated assuming 

a 75% C I A C  l e v e l .  A f a c t o r  measuring the departure o f  each incremental l e v e l  

of C I A C  from the  75% l e v e l  was determined a t  each l e v e l  o f  c o n t r i b u t i o n  f o r  

each f a c i l i t y .  M r .  Casey‘s testimony fur ther  describes the  development o f  

these factors .  

How are d i f ferences i n  l e v e l s  o f  C I A C  recognized? 

These fac to rs  are t h e  bas is  f o r  determining a f i n a l  r a t e  on a going 

forward basis.  The f a c t o r s  would be appl ied t o  a un i form r a t e  ca lcu lated i n  

the  i n s t a n t  case t o  take i n t o  account the  l e v e l  o f  C I A C  f o r  a p a r t i c u l a r  

serv ice area. 

Q. 

A. They are 

based on f i v e  categories o f  treatment f o r  water only.  The engineer 

constructed hypothet ical  p lan ts  and d i s t r i b u t i o n  f a c i l i t i e s .  Factors f o r  each 

treatment type were then der ived from comparing t h e  hypothet ica l  r a t e  f o r  each 

treatment type. 

How are d i f ferences i n  treatment types recognized? 

M r .  John Star l ing,  a s t a f f  engineer, developed these fac to rs .  
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Q. 
rates? 

A. All factors are applied to the uniform rate as a factor of 1.0 .  Since 

the uniform rate inherently includes all levels of CIAC and all treatment 

types, we use it as a reference point. Then to determine the rate for service 

area XYZ you must know the treatment type and level of CIAC. The rate is 

determined by taking the uniform rate times the factor reflecting the level 

of CIAC for each service area XYZ. The next step is to consider the factor 

for treatment type in the same manner. 

How are the factors for CIAC levels and treatment types used to generate 

As reflected in Mr. Starling’s testimony, a factor of 

1.0 is assumed for the treatment type simple chlorination. All other 

categories of treatment types have factors greater than 1.0. The obvious 

outcome of applying these factors to the uniform rate is that the revenues 

generated will exceed the revenue requirement. Thus, determination of the 

final rates will be an iterative process. The excess revenues generated in 

the first iteration must be used to reduce the level of rates uniformly in the 

second iteration while maintaining differentiation by treatment type and CIAC 

level. 

Q. 
as contained in Exhibit GLS-1 attached to your testimony? 

A. As indicated in the attached Rate Option Summary Analysis, Option 

1, modified stand alone rates, is strong in the areas of affordability and 

continuity, and contains some resource protection elements. It gives no 

consideration to revenue stability, is moderately complicated and does contain 

subsidies. The degree of subsidization can be impacted by the level of the 

Would you summarize the results of your analyses relating to each option 

Yes. 
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bench mark. It may have some positive effect on acquisitions due to the 

impact of the bench mark. 

Option 2, stand alone rates, is straight forward and contains no 

subsidies between service areas. It gives no consideration to affordability, 

revenue stability and acquisitions. It will effectively discourage 

consumption for high cost service areas but will not address resource 

protection for low cost service areas. It will create major impacts for those 

customers in some service areas due to the elimination of bench marked rates. 

Option 3, modified stand alone rates with minimums, is strong in the 

areas of affordability and resource protection. It i s  roughly in the middle 

of the group in so far as revenue stability, impact on acquisitions, ease of 

understanding and continuity are concerned. It contains a high degree o f  

subsidization due to minimums and bench marks. 

Option 4, uniform rates, gives strong consideration to affordabi 

is easily understood. It will probably have a positive impact 

utility’s decisions regarding acquisitions and also on revenue stabil 

i ty and 

on the 

ty. It 

will have some positive impact on resource protection by raising the gallonage 

charge to some service areas but will also reduce it in other service areas. 

It contains the greatest degree of subsidization of all options and would be 

a big change from the structure currently in place. 

Option 5, modified uniform rates, is strong in the area of 

affordability. It is unclear what impact this structure would have on 

resource protection and acquisitions. Subsidies will be present but will be 

tempered by accounting for CIAC and treatment type. No consideration is given 

to revenue stability. This method is complicated and will be a departure from 

- 31 - 



3333 

1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

i a  
19 

20 

21 

22 

23 

24 

25 

previous r a t e  s e t t i n g  pract ices.  

Q. 

options contained i n  the  matr ix? 

A. For Option 1, the  most recent ly  approved r a t e s  i n  Docket No. 920199-WS, 

the  Commission has no t  y e t  determined how index and pass-through increases 

should be treated. This i s  an issue because the  r a t e s  are pegged a t  a 

p a r t i c u l a r  l e v e l  f o r  a p a r t i c u l a r  l e v e l  o f  consumption. S p e c i f i c a l l y ,  the 

bench mark r a t e  l e v e l  was establ ished as $52 a t  10,000 gal lons o f  consumption 

f o r  water and $65 a t  6,000 gal lons f o r  wastewater. However, because o f  the  

remand o f  the  Commission's i n i t i a l  dec is ion on uni form rates,  the  bench marked 

("capped") r a t e  s t ruc tu re  includes two index increases and pass-through 

increases (where appl icable) f o r  each serv ice area. Since the  increases 

occurred between the  i n i t i a l  uni form r a t e  dec is ion and t h e  subsequent dec is ion 

approving a capped r a t e  s t ructure,  the  index and pass-through increases had 

t o  be accounted f o r .  The record i n  Docket No. 920199-WS, which contained the 

capped r a t e  s t ructure,  made no mention o f  how t o  deal with index and pass- 

through increases. However, the ca lcu lated r a t e s  i n  Order No. PSC-95-1292- 

FOF-WS included the  index and pass-through increases. These increases were 

included on a service area by serv ice area (stand alone) basis, e f f e c t i v e l y  

increasing the  bench mark amount f o r  those serv ice areas t h a t  were already 

pegged a t  $52 and $65. As a r e s u l t ,  each a f fec ted  serv ice area has i t s  own 

ind iv idua l  cap. 

Q. What i s  the impact o f  accounting f o r  index and pass-through increases 

f o r  Option 1 i n  t h i s  manner? 

A. The bench marks o f  $52 and $65 w i l l  no longer be cor rec t  f o r  the 

How would index and pass-through increases be addressed f o r  each o f  the 
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corresponding services at the respective consumption levels. These amounts 

will be increased as a result of the index and pass-through amounts applicable 

to each service area. 

Q. 

index and pass-through amounts on an ongoing basis? 

A.  The answer to that question depends on what the long term objective of 

the rate design for the utility is. By not increasing the bench mark rate 

levels for index and pass-through increases, rates for all service areas will 

over time converge on that bench mark level. That is not to say that rates 

will be uniform, only that at a particular level of consumption the total bill 

will be similar. The actual rate levels will depend on the billing 

determinants for each service area. The convergence occurs because rates 

already at the bench mark levels will not be increased. This would increase 

the degree of service area cross subsidization by shifting index and pass- 

through increases from some service areas to customers of other service areas. 

It seems to me that even if the Commission desires to maintain the bench 

mark values as a way to maintain affordable rates in the long run, it would 

be prudent to recognize the impact of inflation. It could do so by applying 

the index percentage itself to those rates that are already at bench mark 

levels. That is, index the bench mark value. T h i s  would not necessarily 

equate to the same rate for a particular service area that a stand alone index 

would yield but would serve to mitigate the extent to which other service 

areas would subsidize those service areas whose rates are already at the bench 

mark. It would be a middle ground position that would lead to convergence of 

rate levels among service areas at a slower pace if that is a goal. Should 

Do you believe the bench marks for each service should be increased for 
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the Commission choose t h i s  method and t h i s  r a t e  s t r u c t u r e  I would recommend 

only  increasing the  capped amounts by the  index value a t  t h e  t ime t h a t  

Southern States a c t u a l l y  appl ies f o r  the  index increase. 

Much the  same l o g i c  would apply t o  pass-through increases. Should the  

Commission wish t o  address a f f o r d a b i l i t y  through r a t e  caps then i t  would not 

apply pass-through increases t o  r a t e  bench marks. I f  long term r a t e  

convergence i s  not  des i rab le then pass-through increases could be d i r e c t l y  

assigned t o  customers o f  p a r t i c u l a r  serv ice areas. 

It should be noted t h a t  subsequent t o  the  dec is ion r e f l e c t e d  i n  Order 

No. PSC-95-1292-FOF-WS, Docket No. 920199-WS, the  Commission approved i n t e r i m  

r a t e s  i n  the  i n s t a n t  docket which maintained bench mark values o f  $52 and $65 

d o l l a r s .  This had t h e  e f f e c t  o f  r e d i s t r i b u t i n g  index and pass-through 

revenues across other  serv ice areas. It appeared t h a t  i n  the  absence o f  any 

testimony t o  support increasing t h e  bench mark l e v e l s  t h e  Commission chose t o  

maintain the  i n t e g r i t y  o f  the  dec is ion r e f l e c t e d  i n  Order No. PSC-95-1292-FOF- 

ws. 
4. How do index and pass-through increases impact t h e  other  r a t e  options? 

A. Under Option 2, stand alone rates,  index and pass-through increases 

would have no s i g n i f i c a n t  impact other than t o  increase ra tes  f o r  ind iv idua l  

serv ice areas based d i r e c t l y  on ca lcu lated index and pass-through amounts f o r  

each serv ice area. 

For Option 3, the bench marked ra tes  w i t h  minimum BFC and gallonage 

charge, the  impact would be the  same as i n  Option 1 above c rea t ing  an 

accelerated convergence o f  r a t e  leve ls .  

Option 4 i s  the  uni form r a t e  opt ion and under t h i s  scenario, index and 
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pass-through impacts would be aggregated across all service areas and a 

uniform increase would result. 

Since Option 5 is based on uniformity, the index and pass-through 

procedure would be the same with increases applied to the uniform rate prior 

to the application o f  the factors for CIAC level and treatment type. 

9. Does this conclude your testimony? 

A .  Yes. 
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Q (By Ms. Capeless) Thank you. Do you have a 

summary of your testimony? 

A 

Q 

A 

Yes. 

Please give that. 

The purpose of my testimony is to identify 

wh t I b lieve to be reasonable goals and objectives for 

the Commission for the water and wastewater industry. I 

also consider how these goals and objectives impact rate 

iesign policy and how rate design policy relates to rate 

structure options for this utility. 

Finally, my testimony discusses several Staff- 

proposed rate options. 

MS. CAPELESS: Thank you. We tender the 

witness for cross examination. 

CHAIRMAN CLARK: Mr. McLean. 

MR. McLEAN: No questions. Thank you. 

CHAIRMAN CLARK: Mr. Jacobs. 

MR. JACOBS: I don’t have any questions. 

Mr. Twomey had a series of questions and I was supposed 

to delay you for a few minutes until he got back, but I 

don’t need to do that because he’s right here. 

CHAIRMAN CLARK: It worked. 

CROSS EXAMINATION 

BY MR. TWOMEY: 

Q Good afternoon, Mr. Shafer. 
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A Good afternoon. 

Q Let me ask You at the outset, my reading of 

:he wehearing order is is that Staff has taken no 

)osition on the rate structure to be approved in this 

:ase, right? 

A I'll accept that. I haven't reviewed the 

)rehearing order. 

Q Okay. Your -- as I read your testimony at 
'age 1, some of your current responsibilities include 

Xaff-assisted rate cases; is that correct? 

A That's correct. 

Q Isn't it generally perceived that uniform 

rates, Mr. Shafer, will result in fewer Staff-assisted 

:ate cases? 

A I guess I don't really understand the 

:onnection. Staff-assisted rate cases are for -- 
:ypically for utilities that are comprised of single 

Service areas or single-plant service areas. And so a 

iniform rate that might apply to more than one service 

irea isnft relevant to Staff-assisted rate cases and 

cherefore I don't see, you know, what impact the uniform 

rate decision on a multi-system or multi-service area 

itility would have on the number of Staff-assisted rate 

:ases, unless I'm missing something. 

COMMISSIONER KIESLING: Mr. Shafer, could you 
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ret a little closer to the mike? 

.rouble hearing you over noise. 

I'm having a little 

Q (By Mr. Twomey) Well, sir, isn't it true that 

f there was a standalone small utility out there, that 

'as eligible for Staff-assisted rate cases pursuant to 

tatute in the Commission's rules, and then it were 

urchased by a larger utility, that it would presumably 

ake that -- its eligibility for Staff assistance away: 
s that your understanding? 

A If the purchasing utility exceeded the annual 

evenue threshold in the statute, that would be correct. 

Q Sure. And isn't it true, if you're aware, 

hat that's what's happened in some cases with the -- as 
result of the systems acquired by SSU over the years? 

A Presumably, if they have purchased systems 

hat would have otherwise qualified for Staff 

ssistance, yes, that would be true. 

Q At Page 5 of your testimony, Mr. Shafer, you 

ay that the Commission may, for example, "choose to 

mplement conservation rates for extremely low cost 

,lants and use any plant specific excess revenues to 

)ffset extremely high rates in other service areas." 

lou say that, right? 

A Yes. 

Q Let me ask you first, to be conservation rates 
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in the true sense, don’t the rates have to be designed 

or intended to affect conservation? 

A To be conservation rates, as I have viewed 

them for the purpose of the testimony, it would be a 

rate design designed to suppress consumption in some 

way, shape or form, or at least to manage consumption. 

(Transcript continues in sequence in 

Volume 29.) 
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8UBJBCT: COJIPUY' S 	 BOOltS Ul) DCORDS 

.ACTS: Per Commission Rule 25-30.450, "The work sheets, etc. 
supporting the schedules and data submitted must be organized in 
a systematic and rational manner so as to enable Commission 
personnel to verify the schedules in an expedient manner and 
minimum amount of time." 

In order for Southern States to reconcile with the MFR water 
and Sewer combined Plant in Service total, as of 12-31-94, it 
went through the following steps: 

GIL Plant total 	 1010 $274,161,869 

Plus 	Future Use 1030 34,908,326 

Less 	County Plants 
W & S Plant 1010 (30,864,863)
Future Use 1030 (1,387,592) 

Reconciling items 	 water 41,142 
Sewer (196,585)
Gen Plant (168,642) 

GIL Items not in MFRs 	 (6,286) 

County and Gas General Plant (5,804,867) 

Land 	for Future Use 1030 ( 437,839) 

Immaterial Difference 1,933 
TOTAL $270,246,596-==----­

MFR - FPSC ALL PLANTS 
June 28, 1995 Filing 

Vol III 5 of 6 1994 A-5(W) $149,079,749 

Vol III 5 of 6 1994 A-5(S) 121,166,847 

TOTAL $270,246,596--=---------= 
Southern States provided documentation for the above reconciling
items. 

FlOQtOA PUBLIC SEfMCE COIIM\S8dI 
DOCKETCfS 0YCfS'•\AtSEXHIBrr NO Iq0 
NO. ~ 	 .COMPANY 	 . ..WITNESS:~~I\\ : 
DATE: 1 	 ~ 
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Audit Exception No.1, continued. 

Southern states was also asked to reconcile General Ledger
Accumulated Depreciation with the MFR total. This request was 
made via Document Request No. 113 on october 6, 1995. The 
request due date was October 13, 1995; however, it was not 
received until october 23, 1995. 

Southern States stated that a reconciliation of book accumulated 
depreciation (A/D) to MFR accumulated depreciation, " ••• would 
be an extremely difficult task to accomplish." 

Per the Company, " I Balance per books I is a generic column 
heading that is used on a multitude of schedules. It does not 
always necessarily mean the general ledger specifically." 

OPIBZOB/RBCOMXBKDATIOB: Southern states books and records are 
in violation of the above Commission Rule. The ·books and 
records (MFR Filings) of Southern States utilities did not 
enable Commission personnel to verify the schedules in an 
expedient manner and with the minimum amount of time. For 
instance, concerning the above Accumulated Depreciation
reconciliation, Southern states said that it would require, 
". • • at least two weeks. ." for its own employees to 
complete the task. 

The Audit Staff is of the belief that the MFRs should begin with 
the general ledger amount, then adjustments made to achieve the 
balance submitted for rates. Presently, the Historical 1994 Per 
Book Balances in the MFRs cannot be agreed to the books 
expediently. 

COMPANY COMKBBTS: The Company may respond at a later date. 

8 
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AOOI., DCBPTIOII BO. 2 

SUBJBC'l'1 	 BOIICOJIPLIUCB WID DltVC ACCOVB'1'IBa IBS'1'ltVC'lIOII 
#24.1' V'l'ILI'l'Y PLU'l' - LU1D UD LUD RIGJl'l'S 

I'AC'lSI Rule 25-30.115, F.A.C., requires water and sewer 
utilities to maintain their books and records in conformity with 
the 1984 NARUC Uniform System of accounts (US of A) adopted by 
the National Association of Regulatory Utility commissioners. 

Southern States utilities Inc. is a Class A utility according to 
the NARUC definition found in Accounting Instruction 1. 

'The 1984 NARUC Class A Water Utility Accounting Instruction 24 
utility Plant - Land and Land Rights in Section F states in 
whole, 

When the purchase of land for utility operations
requires the purchase of more land than needed for 
such purposes, the charge to the specific land account 
shall be based upon the cost of the land purchased,
less the fair market value of that portion of the land 
which is not to be used in utility operations. The 
portion of the cost measured by the fair market value 
of the land not to be used shall be included in 
account 103 - property .e14 for future use, or account 
121 - BOD-utility property, as appropriate. 

The Southern States Collier family acquisition of land for a 
water source included a total of 212.5 acres. According to a 
survey for the Hanson Appraisal of the subject land commissioned 
by Gordon H. Harris, an attorney for Southern States utilities, 
the acreage breakdown between Water Source Lakes, Wetlands and 
Uplands is as follows: 

1. Lakes 56.29 Acres 
2. Wetlands 71.28 Acres 
3. Uplands 84.93 Acres 

212.50 Total Acres 

Besides the April 1995 Hanson Appraisal, four other appraisals 
were presented to the audit staff. While the Florida Public 
Service Commission does not allow appraisals in place of 
original cost for rate base purposes, the use of appraisals for 
allocating the cost of "Lump Sum Purchases" is a generally
accepted procedure. A summary of the five appraisals appears
below. 

When dealing with land costs FAS-67 states, "Total capitalized
land cost are allocated based on the relative fair value of each 
land parcel prior to any construction. A land parcel may be 
identified as a lot, an acre, acreage, a unit, or a tract." 

9 
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Audit Exception No.2, continued. 

VALUE OF WATER VALUE OF 

DATE APPRAISER 
ENTIRE 

PARCEL 
SOURCE 

LAKES 
ACQUIRED 

REAL ESTATE 

Apr-95 Hanson Svcs. $3,606,500 $ 140,725 $ 3,296,416 

Apr-95 Klusza Assoc. 7,900,000 1,500,000 6,400,000 

Jun-94 Carroll 7,200,000 2,400,000 4,770,000 

Jun-94 John Calhoun 4,241,800 -0- 4,200,200 

Oct-92 Calhoun Assoc. 4,070,600 -0- 4,070,600 

Southern States provided an invoice from Calhoun and Associates, 
Inc. dated November 24, 1992, for the above appraisal report for 
$13,051. The invoice stated in whole, 

Inspection of property, conferences with 
representative of Southern States utilities, re.earch 
for ~th co..ereial and resi4ential land .ale. 
tbrou9hout Collier County, research land use issues, 
inspect all sales and verify all data, analysis of 
data, and preparation of appraisal report. 

(Emphasis added) 

The above appraisals were valued as if the subject property were 
zoned residential and commercial but, in fact, the property is 
zoned agricultural. Each appraiser indicated that it saw no 
difficulty in having the zoning changed for development 
purposes. The appraisals stated that Collier Planning Board has 
the long-term use for the subject property mapped out as 
residential. 

Southern States is bringing the subject water source land 
addition into rate base in two portions. The first portion in 
1994 with $4,400,081 and the balance in 1995 with an addition to 
the land account of 4,799,919. 

Marco Island Utilities 
Plant in service 
Land Addition 

1994 $4,400,081 

1995 4.799.919 

$9,200,000 

10 
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Audit Exception No.2, continued. 

OPIITI051 Based on the reading of the facts in above appraisals,
it is clear that Southern States is acquiring more than just a 
water source with the Collier Condemnation. According to the 
NARUC Land account description at point 3. above, the final 
purchase price (condemnation settlement costs) should be 
allocated by an acceptable method to 1) the Collier Lakes water 
source acquisition and 2) the residential and commercial real 
estate investment. 

Acceptable methods of allocation would include the generally
accepted Lump Sum or basket purchase method' of evaluating 
components of an acquisition. We might also look at the MARUC 
accounting instruction itself which mentions, " ••• less the 
fair market value of that portion of the land which is not to be 
used ••••" in which "portion" appears to be talking about 
acreage. 

For purposes of this exception, we will calculate the allocation 
using both the acr.ag•••tbo4 and the luap aua purobaa•••tb04. 

Using the Hanson acreage listed above, the percentage 
condemnation cost allocated to water source "LAKES" would be 
calculated as follows. The condemnation costs allocated to 
upland residential and commercial real estate remains • 

Allocated 
Purchase Corrected 

Acres Percent Price Charge 

Lakes 56.29 39.9% $3,670,800 UPIS-Water 

Uplands iH.~~ §Q.J.l 5152~,2QQ Upland 
Real Estate 

Total 141.22 100.0% $9,200,000 Total cost of 
condemnation 

Of the above four appraisals, the Hanson appraisal was the most 
detailed and contained facts concerning the acreage for the 
lake, the wetlands and the uplands including an allocation of 
the access easement. 

Alternatively, the "lump sum purchase" method of allocating 
asset costs based on relative estimated fair market value yields
the following allocation of the condemnation costs. In this 
case, the two Calhoun appraisals did not identify any costs 
associated with the water source lakes. Using the other three 
appraisals to allocate the $9,200,000 condemnation costs between 
the water source and the real estate portions, the following
calculation follows accepted accounting methodology for 
allocating "lump sum purchase" costs. 

11 
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Audit Exception No. 2, continued. 

DATE APPRAISER PARCEL REAL ESTATE PERCENT 

Apr-95 Hanson Svcs. $3,606,454 3,296,416 91.4' 

Apr-95 Klusza Assoc. 7,900,000 6,400,000 81.0' 

Jun-94 Carroll 7,200,000 4,770,000 66.3% 

REAL ESTATE AVERAGE , 7•• " 

ALLOCATION OF THE COLLIER CONDEMNATION COST USING THE LUMP SUM 
PURCHASE METHOD. 

Allocated 
Purchase Correct 

Percent Price Charge 

Other* 20.4' $1,876,800 	 UPIS-Water Land 

Uplands 79.6% 7,323,200 	 Upland Real Estate 

Total 100.0t $9,200,000 	 Total cost of 
condemnation. 

* Other includes water source lakes and wetlands 

NONUTILITY PROPERTY CLASSIFICATION 

The real estate portion of the above allocations should be 
charged to Account 121 Nonutility Property as opposed to Account 
103 Plant Held for Future Use. This statement is made for two 
logical reasons. First, in none of the engineering studies or 
Marco Island Planning documents reviewed during this docket's 
field work, including the January 1995 Draft Planning Document 
for Marco Island prepared by the Planning and Engineering
Department of Southern States Utilities, Inc., was there any
mention of additional water extraction from the Collier Lakes 
property. Secondly, all of the appraisals indicate the highest 
use of this land 'would be for residential and commercial 
development. 

RBCOKKBRDATIOB: The Commission should reduce the cost of the 
condemnation of the Collier Property charged to water Source 
Land Account 303 by the value of the real estate acquired. The 
cost allocated to Real Estate should be determined by either the 
direct acreage method or the lump sum purchase method. These 
allocation methods yield reductions of $5,529,200 or $7,323,200 
from the Marco Island Water land account, respectively. These 
Real Estate Investment costs should be charqedto Account Number 
121 Nonutility Property. 

COKPABY COKNBHTS: The Company may respond at a later date. 

12 
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AUDIT BlCBPTIOB BO. 3 

8UBJBCTI 	 DBrBRRBD DBBIT8 .oa ACgUI8ITIOB O~ .aTBR 80UlCB L&KD 
COBTAIKBD BOHUTILITY CHARSB8 

~ACT81 As stated in Exception No.2, Southern States utilities, 
Inc. is required to maintain its books and records in conformity
with the 1984 Class A NARUC Uniform system of Accounts per Rule 
25-30.115, Florida Administrative Code. 

The Deferred Debits account filed in the current SSU Rate 
Proceeding contains $886,409 for the development and ultimate 
purchase of water source land known as the Dude Property. 

The 1984 NARUC Class A water Uniform System of Accounts Utility
Plant - Land and LAnd Rights in section F states in whole, 

When the purchase of land for utility operations
requires the purchase of more land than needed for 
such purposes, the charge to the specific land account 
shall be based upon the cost of the land purchased,
less the fair market value of that portion of the land 
which is not to be used in utility operations. The 
portion of the cost measured by the fair market value 
of the land not to be used shall be included in 
account 103 - Property B.14 for future u••, or account 
121 - Bon-utility Property, as appropriate. 

In 1992 Southern States hired and paid Appraisal Research to do 
an appraisal of the mining potential of the Dude Property. 

~he value of ehe mining potential ot the Cude p~nperty with 100 
acres us~ow pit was s~by Appzaisal Reseazch to 
~ 

Southern states provided an April 4, 1991, letter between two of 
its officers outlining its planned provision of raw irrigation 
water for Mass. Mutual Golf Course. The letter stated that, 
"Water supply for this project will come from the "Dude Project"
(Southfield Farms)." 

13 
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Audit Exception No.3, continued. 

OPIBIOB: (Nt. of the 1"6"0 acres of the D\lde properey, the 
appraisal states tAa't lee acres were available tor tile piis-­
a.i.RiftfJ. Allocating the $886,409 proposed as Dude property
development costs based on acres devoted to mining vs. acres for 
a water source yields the following: 

ACRES PERCENT 

Mining acres 100 62.5% 

Water source acres 60 37.5% 

Total acres 160 100.0% 

Total costs to be allocated are: $886,409 

Mining percent 62.5% 

Development costs allocated to mining $554,000 

Balance allocated to water source 332.409 

Total allocated $886,409 

Concerning the water source classification, documents obtained 
during SSU field work indicate that the water source at the Dude 
property was to be used for raw water sales to Massachusetts 
Mutual Golf Course. This golf course is out of SSU's 
certificated service area and the revenue would be nonutility
income. According to a draft of an agreement between Collier 
county, Mass. Mutual Golf Course and Southern States (Tri-party 
agreement), Southern States was to provide raw irrigation water 
as an interim step towards eventually providing treated effluent 
for irrigation. 

As mentioned in the Facts section, Southern states provided a 
letter between two of its officers Re: Raw Water supply - Mass. 
Mutual Golf Course outlining and mapping its planned provision
of raw irrigation water for Mass. Mutual Golf Course. See 
attached map which was enclosed in the letter. 

Expenditures made with the objective of earning nonutility
income are nonutility in nature. 

aBCOKKBBDATIOBI Reclassify the $886,409 in deferred debits to 
account #426.13 Miscellaneous Nonutility Expenses - Preliminary 
survey and investigation expenses related to abandoned projects. 

COKPAHY COKKBHT8: The Company may respond at a later date. 

14 
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Schedule for Audit Exception No. 3 
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AUDIT aCBP'l'IOll 110. 10 

8V8JJIC'II OaQUlIOTIOll COSTS 

.aCTS I Document Request No. 95, dated September 27, was for 
Organization cost removal documentation. On September 28, 
Southern States said that it would Dot provide the requested
information. It finally provided the information on October 11, 
1995. 

The last day of field work was October 13, 1995. 

FPSC Rule No. 25-30.450 Audit Provision states in part, 

In each instance, the utility must be able to support 
any schedule submitted, as well as any adjustments or 
allocations relied on by the utility. The work 
sheets, etc. supporting the schedules and data 
submitted must be organized in a systematic and 
rational manner so as to enable co..issioD persoDDel 
to verify tbe scbe4ules iD aD ezpe4ieDt aamaer aD4 
aiDillua aaoUDt of tille •••• 

Emphasis added 

Organization costs went from 1989 average balances of $744,305 
and $93,938 to 1991 average balances of $27,767 and $43,393 for 
water and Sewer, respectively. 

OPIlIIOll/RBCOIIIIBlfDATIOll: Field staff believes that the above 
delay was a violation of FPSC Rule No. 25-30.450 Audit 
Provision. If the data had been provided in a timely manner, a 
complete review of the information could have been accomplished
with additional follow-up, if any, and the issue closed. 

Given the problems associated with and the overall magnitude of 
this issue, it is recommended that this issue be reviewed 
further by the Commission. (See Disclosure 18.) 

COKPABY COllllBR'1'S: The Company may respond at a later date. 

24 
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AUDIT DISOLOSOllB BO. 2 

8UBJBOT: 	 BOBOOKPLIABOB WITH ..aDO AOOOOBT 103 - paOPBRTY HBLD 
:rca :rU'l'0llB OSB 

:rACTS: Rule 25-30.115, F.A.C., requires, -Water and Sewer 
utilities to aaintain their books and records in conformity with 
the 1984 NARUC Uniform System of accounts (USofA) adopted by the 
National Association of Regulatory utility commissioners. ­

The 1984 NARUC Class A System of Accounts provides the following 
description of UPIS Account 103, Property Held for Future Use, 
-This account shall include the original cost of property owned 
and held for future use in utility service • • • • ­

A CAR (Capital Authorization Request) form found in a sample of 
SSU project files indicated that the 1995 Lehigh land addition 
was for future utility use. 

The Southern States MFRs for Lehigh utilities did not indicate 
any 1995 non-used land. 

In response to a document request, Southern States stated that 
of the $414,605 1995 Lehigh land additions, $120,840 and 
$260,562 were actually future use Water and Sewer land, 
respectively. 

OPIIJIOIJ: Lehigh land additions representing future Plant in 
Service should be removed from current rate making consideration 
in the amounts of $120,840 and $260,562 from Water and Sewer, 
respectively. 

OOKPAKY OOKKBHTS: The Company may respond at a later date. 

26 
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AUDIT DISCLDSORB _0. 17 

SUBJBCT: :ruTORB PLU1'.r RlDIAI_IBG IB UTILITY PLU1'.r IB SaVICB 

.ACTS: The audit staff asked Southern States to reconcile its 
Genera+ Ledger water and sewer utility Plant in Service balances 
as of 12-31-94, to those balances in the MFRB. 

Southern States Degan its reconciliation by adding $34,908,326 
of Plant Held for FUture Use (Account 103) to booked Utility
Plant in Service (Account 101). (see Exception No.1.) 

SSU then reduced this balance by the future use portion relating 
to county plants $1,387,592 and the land held for future use 
amount of $437,839. The remaining amount reconciled with the 
SSU Filed Utility Plant in Service Accounts. (#1010) 

OPI_IOB: It appears as though there is $33,082,895 of Plant 
Held for FUture Use remaining in the SSU General Ledger amount 
which reconciled to the MFR Plant balances. (The future use 
portions of that reconciliation is extracted in the calculation 
below. ) 

FUTURE PLANT 
ONLY 

Future Use Plant 1030 $34,908,326 

Less county Plants 
FUture Use 1030 (1,387,592) 

Future Use Land 1030 ( 437.839) 

Total Remaining 1030 $33,082,895 

The FPSC Engineers assigned to review FUture Use Plant should be 
aware that SSU feels that according to its classification there 
is $33,082,895 of future plant in its filed UPIS balances. 

COKPARY COKKBHTS: The Company may respond at a later date. 
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&UDI~ DISCLOSURB BO. 18 

SUBJ.C~ I ORGUllA'l'IOB COS'l'S 

W&C'l'SI Document Request No. 95, dated september 27, was for 
Organization cost removal documentation. Southern states 
provided the information to the audit staff on October 11, 
1995. 

Document Request No. 114 dated October 11, 1995, was responded 
to on october 13, 1995, the last day of field work. 

OPIBIOBI '!'he audit staff believes that the above is a 
violation of FPSC Rule No. 25-30.450 Audit Provision. (See 
Exception 10.) 

Due to time considerations, only a judgmental sample of two 
journal entries of the· documentation supplied, by way of 
Document Request No. 114, could be analyzed. The first was for 
the removal of $20,080 of organization costs. Of that total, 
$17,563 or 87.29% was transferred to other Rate Base accounts. 
$1,009 or 5.02% went to Various Expenses and $1,548 or 7.69% 
went to Acquisition Adjustment and Nonutility Expenses. 

The second transaction analyzed consisted of a twelve-page
journal entry to correct Organization cost Accumulated 
Depreciation. A total of the re9'lllated Accumulated Depreciation
Account (#108.110) net reductions was taken. A total of the 
offsetting Accumulated Amortization of Acquisition Adjustment
Account (#115.00)
accumulated from 
combined. 

was 
this 

taken. 
journal 

The 
entry 

following totals 
for water and 

were 
sewer 

Debit # 108.110 $ 152,709 

Credit # 115.000 $(128,625) 

Given the problems associated with these Journal Entries and the 
lack of time for analysis, it is recommended that this issue be 
reviewed further by the Commission. 

COlIPU'I' OODBIJ'l'S: '!'he Company may respond at a later date. 
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SOUTHERN STATES UTlLInES 
1994 

UTILITY PLANT IN SERVICE 

MFR'S FPSC REGULATED TO GL TOTAL COMPANY 


RECONCILIATION 

12131194 Balance per GL (Total Company) 
1010 
1030 

Total Company Plant 

Less County Plants: (Hemando, Hillsborough, Polk) 
1010 - Water & Sewer 
1030 

Total County Plant 

Total FPSC Regulated Plants 

Reconciliation items: (see attached) 
, Water 

Sewer 
GP 

GL Balances not picked up in MFR's (Plant 00001) 
County & Gas portion of. Allocated GP 
1030 Land held for future use 

Balances per MFA's - FPSC ALL PLANTs (June 28 filing) 
Vol III 5 of 6 1994 A-5(W) 
Vol III 6 of 61994 A-6(S) 

Variance from MFR Historic Ending Balance to GL 
Immaterial difference 

8122/95 2:26 PM RECON2.XLS ,....., 

41,142 
(196,585) 
(168,642) 

274,161,869 
3419081326 

309.070,195 

A 
B 

30,864,863 
113871592 

32,252,455 

, 
J 

276,817,740 

C 
0 
E 

(324,085) 

(6,286) F 
(5,804,867) G 

(4371839} H 
270.244,863 

149,079,749 
121,1661847 
2701246,596 

1,933 
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October 8, 1995 

TO: Robert Dodrill 
FPSC Auditor 

FROM: Judy Kimball 

RE: FPSC Audit Document Request 113 

A) Please pro'l'ide the lead workpapers for depredation expense c:alcuiatiOD, Includlng support Cor 
rates used. 

Attached to this response is one volume of workpapers which build accumulated depreciation by plant and 
by account from the last test year through 1994. These workpapers show the expense for each year. added 
to the accumulated depreciation balances, to build acCumulated depreciation. There are no workpapers for 
depreciation expense for 1995 and 1996 other than the actual depreciation schedules contained in the 
Minimum Filing Requirements. The expense calculations are shown on Schedule B 13 for water and B 14 
for wastewater. These schedules show the average plant balance, the depreciation rate and life. and 
carries through to show the resulting expense (both useful and non-used and useful). This same 
information is also shown for 1994 within the Minimum Filing Requirements as well as in the volume of 
workpapers for the accumulated depreciation buildup. 

~ 	 Also attached is a schedule whjch presents. by plant. the depreciation rates used to build accumulated 
depreciation since the plant's last rate case as well as to compute expense in 1994, 1995, and 1996. As 
can be seen on the schedule, most plants used the following depreciation rates: 

• 	 If, in the last rate case. the plant already had depreciation rates as prescribed in Rule 25-30.140 (we 
refer to these rates as "accelerated rates''), then these accelerated rates were used for all years since 
the last rate case to build up accumulated depreciation and to calculate expense. 

• 	 Ifgoing into the last rate case, the plant had been under the 2.5% composite rate authorized by the 
Commission, then accumulated depreciation was continued under the 2.5% rate for 1992 and eight 
months of 1993, al which time the final revenue became effective whereby there would be a proper 
matching of the accelerated rates with the revenue being collected. At that time, the rates were 
changed to the accelerated rates. 

The last page of the schedule depicts those plants which were not under uniform rates and which in some 
cases, had different circumsb:inces thaI1 those deset'ibed above. 'ManY-of those plimts: had not had a prior . 
rate case; therefore, 2.5% was used through 1995 and 1996 reflects the accelerated rates. Some plants 
that had been under County jurisdiction and that had rate eases. used the County authorized rates until 
1996, at which time they were changed to the accelerated rates. 

B) Please also provide a reconcUlation of book aid to MFR accumulated depreciation at 111194. 

You discussed this reconciliation with me at least one month ago. at Which tinie I told you this would be 
an extremely difficult task to accomplish. I also told you that as long as our beginning accumulated 
depreCIatIOn balances m die MFRS are verified as correct and if the ensuing buildup of accumulated 
depreciation within the MFRs is correct. then there was no need to reconcile tho balance to the books. 
The books should be a moot issue. I also told you several reasons that book acdumulated depreciation 
would not agree with accumulated depreciation in the MFRs. Because this con~ersation took place at 
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PTY 1996 
----~-------------

least one month ago and because I had had no further word from you regarding this matter, my 
assumption was that you had accepted my explanation and we would not have to do this reconciliation. 
As a result. we did not start the required analysis. When you handed me this request, you indicated you 
had left,the due date blank because you did not know how long it would take. I indicated that it would 
take at least two weeks due to the complexity and to the fact that the analyst who would help me with this 
reconciliation would be in U hool the week of October 9. You proceeded to affix a one week 
due date on the request h ''FIRM'' 'tten next to the date. October 13 is not an acceptable due date 
for responding to this reque only did I indicate we needed at least two weeks. but you knew at least 
a month ago that this wo abe an extremely complicated reconciliation. Any further communication you 
wish to have regardin is date should bC conducted with Brian Annstrong. 
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Southern Stalas Utllttat,lnt 
Reconciliation of 

11193 Accumulatad Dapraclatlon 
. General Ledger 10 MFA's 

w.. 

, (8,186,855) $(71 ,529,27!1)1:11311113 Sallnee per GIIIIlIII.tcIger '_442,314) $(21,900,070) 

leuVGU IIaIanca :!,734,45I 3.222.474 «0,111 7~110 


Total Ge_1.tIdger Exdudna vau (21,707,811&) .m,s7) (8,748,m) (1M,132,169) 


Flus 11191l.nd SdIaduIa A4uaJman1s (In IAFRI but !Ill on booIaI~ 
mpn,per PIdlau AImInlng (l12li,901)' (2.045,200) 0 (2,874,101) 
Defndlllkln on Allleia \JIIbOoked 1II~ (111,197) (114_ 0 (221,128)21_ 
UnIlaoIced ReIIl!IIIeIIII 18.305 0 31,!t17 
Aecou!lIIng ....... 15,868 (51,.) 4O,.aB (''') 
DtPl*dlIlM on Non-Ucod nI U.rw 1!1t.!1!) I!!u:m 0 {ll820,Z~ 

TOIII Adjus....~1J1 Lnd Id1adIJw (1,817.746) (3,105.487) 4l1,438 (4.8112.m) 

PIUI AddIIOnaIlfl89.1993~1S 
1889-1991 ~ due 10 InccrIl'tCI RII.. 48G.22i 1.,123 0 8114,347 
1989-1901 ~lIcb1IoAuIllCDlllCllon (2,386) 2,1lO6 0 «0 
'92 AdjusImInIs due lit InIIorrIlI!t Rates 282,24. 328,646 88,767 875,557 
'12 Adjul!lml!nll due lit AIIIIIII ~ 6,. (3,238) 0 3,1GO 
'!12 Deprecla'OR on I'bIoUMd end UN." (478A&4) (381,1128' 0 (8$8.292) 
13 ~ due t) IncOtrect Ralta 11l4,2W 373,170 (10,831) .,tl27

/""'" '93 ~ dllllG AIIeI CoI'rIIdan 1,1132 (5,918) 0 1,016 
13 Depreclaloll on tbtoUMd lUll! UHI!J r£!I421 Q71111~ 0 t84G~ 

TolII Addllollll AdjuIImInIlI.1803 (19,87.., 130,644 76,828 185,G99 

Total AcfuIIad Gentl1lledgot.1gg$1IIIIn::e Sms.!I4~!t!l ',Ua!L51!! $ (!,!!O,3141 !la,l2l,348t 
, 

12131193 Belence perMFR', '(3f,48!,-M.1)- '(28..181) 1 (1,223,807) 1(51,351,835) 
PO Ad)JsImenlll HMded on MFR, 

PI10t PerIod Re.ramen.. ,howrI kll.MFR'. 141,_ lDl.252 0 302.932 
MIllon 0ekI~1s!bt tI1lnGomld Raila m,!!) Mm! 0 145.583)

'4Istmenta lor 1993 MFR BIIm:e 132,824 124.1i26 0 257.349 

Toil/ A4vate4 NFR'I Sl!IS02aI !,291541165&1 $ ,8.223E1 '15!I!!2.!1!81 

V....c;t MFA's 1o Gener. ledger HM!! ! !!a707 • !!!11I381 


Lass Plant 01 not pIdced lIP In MFFI'a II!} 0 187,g

TolII AdjuIImBll needed b Geneltl LedQer 110.!,! !!t707 (SU35t
'.I I ! 
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"FR, hlstollcal1y IIIOVtd _I111m. booked IS general pllllilo waler.SMI ac:caunra. 

1b81.JOCb oonllnUed " dGp!edalIas genetal ~Ul8MeIs. TbaI uplam ~ general plant 
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ISO10/2'/95 ION 08:28 FAX 407 880 lOll 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT ,. 


', ... 

UTILITY: 

fROM: 
 -"-~iUOEST' 

DATE OF REQUEST: I Q-~-1 S'REQUEST NltIBER: 
AUDIT PURPOSE: 

/0-/0 -'3 8-t'JIfREQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: IDAiE\ a INCID£NT TO AN INQUIRYREFERENCE RULE 25-22.006, F.A.C., THIS REQUEST I~ HADE: a OUTSIDE OF AN INQUIRY 

ITEM DESCRIPTION! 'J),:fI/tflt"lmlfJIJ' W'f1"""J4~J'/ /(1I'Tt!S 


. fD 

TO: • AUDIT MANAGER~;im... ~/.ttv DATE: &if/9:t 
THS REOUiO RECORD OR DOCUMIiNTATIONI ) . . 

(1) ~ BEEN PROVIDED TODAY (13 /0/«.3 ;.;~ 
121 )z{ NOT BE PROVIDED BY THE ~auESTED DATE BUT WIll Be MADE AVAILABLE BY /jj&,k­
131 [] AND IN MY OPINION, ITEM(SI IStAREI PROPRieTARY AND CONADEN11AL BUSINESS 

'NFORMATION AS OEANED IN 364.183, 3&3.093. OR 387.168, F.S. TO MAINTAIN CONTINUEO 
CONFIOENTlAl HANDliNG OF THIS MATERIAL, THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS 
AFTER THE AUDIT EXIT CONFEReNCE. FILE A REQUEST FOR CONFIDENTIAL ClASSIFICATION WITH THE 
DIVISION OF RECORDS AND REPORTING. REFER TO RUle 25·22.006, FA.C. I 

141 [J THE ITEM1MlJ. ~T BE PROVIDED, (SEE ATTACHED MEMORANDUM) . 

DISTRIBUTION: 

White: Utility Complate lind R,tum to Auditor 

Pink: Audit Flle Copy PSC/AFA-6 IRIIV.2/95,

Cenarv: UtIlity Retain 


I"""'" 
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October 23. 199.5 

Attached Is die recoDcfl1adoD ofaccumulated ~Il 8112f3tm of Iho pnetal1edler to tho MFa 
balanc:oIlIS ~ueifed In part B of Audit i.equDlI 113. 
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#17 (1/2) 

#17 (2/2) 

#17-1 

#17-1/1 

#17-1 
1-1 

#17-1 
2 

#17-1 
2-1 

/3 

/4 

/5 

/6 

/7 

/8 

/9 

WORKPAPER 17 INDEX 

~.
Listing of Water Land additions 1993 to 1996 
with conclusion 


Listing of Sewer Land additions 1993 to 1996 

with conclusion 


Text of Exception No. 2 


2/6 Carroll Appraisal of Collier Land results. 

tI tI tI3/6 Hanson .. " 

" If II4/6 Klusza " " 
5/6 Calhoun " " II" " 

tI ..6/6 Associates II " " 

NARUC Accounting Instruction F. land and Land Rights 

Calhoun and Associates invoice " ••. commercia1 and 

residential land sales •.• " reference. 


Collier Land zoning designation (verified at Collier 

County Appraisers office. W/P 21 Plant Tour) 

4/4 "Water source is considered a short-term use" 


MFR Showing Collier Condemnation cost addition 


Calculation of allocation of costs 

FAS-67 Allocation of Capital Costs - LAND 

SSU Collier Property Condemnation Cost Summary 94CS056 

SSU Collier Condemnation "Stipulation regarding Deposit" 

SSU Collier Condemnation "Stipulated Final Judgement" 

Map of Collier Property taken 
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PTY 1996 

A1JD::tT DCBP'l'::tOB BO. 2 

SUBJECTS 	 BOBCOHPLZABCB W::tTH BaaUC ACCOUBT::tBa ::tBSTRUCT::tOB 12'_ ~ 
UT::tL::tTY PLABT - LU1D A!1D LU1D R::tGll'l'S 

PACTS I Rule 25-30.115 F.A.C. requires water and sewer utilities to 
maintain their books and records in conformity with the 1984 NARUC 
Uniform system of accounts (US of A) adopted by the National 
Association of Regulatory utility Commissioners. ' 

southern states Utilities Inc. is a Class A Utility according to 
the NARUC definition found in Accounting Instruction 1. 

The 1984 NARUC Class A Water Utility Accounting Instruction 24 
Utility Plant - Land and Land Rights in Section F states in whole, 

When the purchase of land for utility operations requires
the purchase of more land than needed for such purposes,
the charge to the specific land account shall be based 
upon the cost of the land purchased, less the fair market 
value of that portion of the land which is not to be used 
in utility operations. The portion of the cost measured 
by the fair market value of the land not to be used shall 
be included in account 103 - Property ••14 for fu~ur. 
u•• , or account 121 Bon-u~ili~y Prop.r~y, as 
appropriate. 

The Southern States Collier family acquisition of land for a water 
source inclUded a to~l of 212.5 acres. According to a survey for 
the Hanson Appraisal of the subject land commissioned by Gordon H. 
Harris, an attorney for Southern States Utilities, the acreaqe
breakdown between Water Source takes, wetlands and Uplands is as 
follows: 	 ~ (1;') 

1. Lakes 56.29 Acres 
2. Wetlands 71.28 Acres 
3 • Uplands i.L.2J. Acres 

212.50 To~l Acres 

Besides the April 1995 Hanson Appraisal, four other appraisals were 
presented to the audit staff. While the Florida Public service 
commission does not allow appraisals in place ,of original cost for 
rate base purposes, the use of appraisals for allocating the cost 
of "Lump Sum Purchases" is a generally accepted procedure. A 
summary of the f.ive appraisals apPiBars below. 

~ { FM -(,"1 

ct>l" 

I /I I I I I L II 
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SOUTHERN STATES UTILITIES INC
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PTY 1996 

*, VALUE OF WATER VALUE OF 
ENTIRE SOURCE ACQUIRED 

DATE APPRAISER PARCEL LAKES REAL ESTATE 

Apr-95 Hanson svcs.t $3,606,500 140,725 3,296,416 

Apr-95 lClusza Assoc -';; 7 ,900,000 1,500,000 6,400,000 

Jun-94 Carroll .:r- 7,200,000 2,400,000 4,770,000 

Jun-94 John calhoun " 4,241,800 -0- 4,200,200 

Oct-92 calhoun AsS0c.! 4,070,600 -0- 4,070,600 

Southern States provided an invoice from calhoun and Associates, 
Inc. dated November 24, 1992, for the above appraisal report for 
$13,051. The invoice stated in whole, 

Inspection of property, conferences with 

1'\' 
 representative of Southern States Utilities,

\11;' research for both commercial and re.idantia1 ~
~ 

land .a1e. tbrouqhout Collier c01U1ty, research 
land use issues, inspect all sales and verify
all data, analysis of data, and preparation of 
appraisal report. 

(Emphasis added) 

e above appraisals were valued as if tile subject property were 
·zoned residential and commercial but in fact,. the property i. zoned 
agricultural. Bach appraiser indicated that it saw no difficulty~	in having the zoning changed for development purposes. The 
appraisals stated that Collier Planning Board.has the long term use 
for the subject property mapped out as residential. 

southern states is bringing th subject water source land addition 
into rate base in two portions. The first portion in 1994 with 
$4,400,081 and the balance in 1995 with an addition to the land 
account of 4,799,919. 

Marco.Island Ut.1,lities 
Plant in service 
Land Addition 

1994 $4,400,081 

1995 4.799.919 

$9,200,000 

I I 

)6,,),.U.' fs( """/1 '1' 1& ~F 
I 
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SOUTHERN STATES UTILITIES, INC. tv)
-~--~----~ DOCKET NO. 950495·\lS 

OPDlI.OJlI Based on the readinq of the facts in above appraisals, it 
is clear that Southern States is acquirinq more than just a water 
source with the Collier Condemnation. Accordinq to the NARUC Land 
account description at point 3. above, the final purchase price 
(condemnation settlement costs) should be allocated by an 
acceptable method to 1) the Collier Lakes water source acquisition
and 2) the residential and commercial real estate investment. 

Acceptable methods of allocation would include the qenerally
accepted Lump Sum or basket purchase method of evaluatinq 
components of an acquisition. We miqht also look at the NARUC ,. accountinq instruction itself which mentions, " ••••• less the fair 
market value of that portion of the land which is not to be 
used•••• " in which "portion" appears to be talkinq about acreaqe. 

For purposes of this exception, we will calculate the allocation 
usinq both the aoreaqe .ethod and the lump sum puroha••••thod. 

Using the Hanson acreage listed above, the percentaqe condemnation 
cost allocated to water source "LAKES" would be calculated as 
follows. The condemnation costs allocated to upland residential 
and commercial real estate remains. 

Allocated~i;) r:~® 
'\ 

Purchase Corrected 
Acres percent Price Charqe 

$3,670,800 UPIS-Water 

Uplands .lL...2.l .RiLt.ll 5,529.200 	 Upland 
Real Estate 

Total 141.22 100.0t $9,200,000 	 Total cost of 
condemnation 

Of the above four appraisals, the Hanson appraisal was the most 
detailed and contained facts concerninq the acreaqe for the lake, 
the wetlands and the uplands includinq an allocation of the access 
easement. 

Alternatively, the "lump sum purchase" method of allocatinq asset 
costs based on relative estimated fair market value yields the 
followinq allocation of the condemnation costs. In this case, the 
two Calhoun appraisals did not identify any costs associated with 
the water source lakes. Usinq the other three appraisals to 
allocate the $9,200,000 condemnation costs between the water source 
and the real estate portions, the followinq calculation follows 
accepted accountinq methodoloqy for allocatinq "lump sum purchase" 
costs. 
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DATE APPRAISER PARCEL REAL ESTATE PERCENT 
r---J!;.!... ........... 4~
I '!.._ _ I 

Apr-95 Hanson Svcs.· %$3,606,454 3,296,416 " 91:41 
Apr-95 Klusza Assoc. %7,900,000 6,400,000 81.0' 

Jun-94 Carroll -1; 7,200,000 4,770,000 

REAL ESTATE AVERAGB , 

ALLOCATION OF THE COLL:IER CONDEMNATION COST USING THB 

*~ 
PURCHASE METHOD. 0 

Allocated 
Purchase Correct 
Price Charge 

Other* 20.4t.<Ff' $1,876,800 	 UPIS-Water Land 

Uplands ~ 7,323.200 	 Upland Real Estate 

Total 100.0' $9,200,000 	 Total cost of 
condemnation. 

* Other includes water source lakes and wetlands 

NONUTILITY PROPERTY CLASSIFICATION~~ 
,. The real estate portion of the above allocations should be cbarqed 
~ to Account 121 Nonutility Property as opposed to Account 103 Plant ___=:ld~ for Future Use. This statement is made for two logicalt ____~First, in none of the engineering studies or Marco Island 

Planning cuments reviewed during this dockets field work, 
including th January 1995 Draft Planning Document for Koreo Island 
prepared by the Planning and Engineering Department of Southern 
States utilities, Inc. was there any mention of additional water 
extraction from the Collier Lakes property. Secondly, all of the 
appraisals indicate the highest use of this land would be for 
residential and commercial development. 

RBCOHKBNDATIOlI: The commission should reduce the cost of the 
condemnation of the Collier Property charged to Water Source Land 
Account 303 by the value of the real estate acquired. The cost 
allocated to Real Estate should be determined by either the direct 
acreage method or the lump sum purchase method. These allocation 
methods yield reductions of $5,529,200 or $7,323,200 from the Marco 
Island water land account, respectively. 
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SOUTHERN STATES UTILITIES, INC. 

-----~---- DOCKET NO. 950495·WS 

These Real Estate Investment costs should be charged to Account 

Number 121 Nonutility Property. 


COIIPUY COIDIlDr.l'SI Company may respond at a later date. 

- ~ I I I I I I I I I I I j 1 1 I 
! I I I I 1 ,­

I I 
41>..c. ('i! • ~ [s' c J, "'Ii OJ" 1&~F 1 I 

I 

I ! I'Jl 

-1'.'+ -. .''':-::',,''',< --'f"-'-" 
\ \ \ \ \ \ 

-I 

\ 



-----------

EXHIBIT RFD - 3 (PAGE 9 OF 29)
ssu 
D#950495-ilS 

__r- __________________________PTY 1996 

APPRAISAL 

FOR 

BAlUtON COLLIER COMPANY 

VALUATION DATE 

.JUNE 23, 1194 

,. 

AT TBE REQUEST OF 

WILLIAN G. EARLE, BSQUIRE 
EARLE , PATCBEN 

1000 BRICKELL AVENUE 
SUITE 1112 

MIAMI, FLORIDA 33131 

PREPARED·BY 

CAJlROLL , CARROLL 

REAL BSTA'1'E APPRAISERS 


2500 AIRPORT ROAD SOUTH, SUITE 206 

IlAPLES, FL 33962 


(813) 775-1147 

11974-B 
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E§TlMA'l'B or yAI.tm - PMT 'J.'APN 


xt is my opinion that the vAlue of the part taken as of the date of vAlue is, 


useable 180 AC x 26,500 • $4,110,000 Rounded $4,110,000 

water .$2,400,000 

wetlands 32.7 AC x 1,000 • $ 32,700 ROunded S 30.000 

TotAl $7,200,000 

1 

J 

I 
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HANSON
:APPRAISAl; PAGE :127 
OOM..ANY....O .. 

1. Lakes: ~Ac. x $2.5OOIAc. .. $140,725 
2. Uplands (84.93 Ac.): 

a. Commercial: 141.134 SF x $3..251SF .. 458.686 
b. Residential (81.69 Ac.): 

• Access Easement 0.68 Ac. x $3.SOOIAc. .. 2,380 
• Balance: 81.01 Ac. x $35.OOQIAc. .. 2,835,350 " 

3. Wetlands g1.28 Ac.}: 
• Access Easement 3.95 Ac. x $2501Ac. :0 988 
• Balance: 87.33 Ac. x $2.5OOIAc. .. 168·325 

VAlUE OF ACQUISITION AREA: $3.606,454 

Roundedto,Say $3,606,500 

In sunvnary, the value estimate relaUng to the acquisition area recognizes that the owner 

of the remainder lands shall retain a perpetual access easement over 4.63 acres of the 

) acquisition area. This perpetual access easement shall provide the owners of the 
I"""'" 

remainder property with an access point on the CR 951-1sle of Capri Road corridor 
, " 

located apprOximately across from a proposed future access way Into the lely DR!. 

Consequently, the contributory value of the perpetual access easement area has been 

discounted to reflect the fact that the undertylng fee owner (Southem States Utilities. Inc.), 

will have limited utility associated with this portion or ttle acquisition ~rea., In addition, the 

appraiser is unaware of any Significant Improvements located within the acquisitlon area, 

other than leasehold improvements associated with the historic use of the property by 

Southem States Utilities, Inc. 

. 
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mGUEST AND REST USE - AFTER THE TAKING 
(CQNT'Dl 

In addition to a reduced density, the property will no longer have a lake 
resource or commercial frontage. This will produce a type of 
development which will be inferior to that that would have been 
allowed before the taking .. In addition, the highest and best use of the 
lake area as an interim water source will be lost. 

VALUE OF PART TAKEN 

The area of the part taken is 212.67 acres. This area has a land use 
designation of Urban Residential and a portion is within the Activity 
Center area which allows a greater density. This is also the prime 
County Road 951 road frontage portion of the subject. ' 

Planner Wiles has propo~d various development scenarios which 
indicate that the area of the part taken before the taking could have 
supported from a minimum of 800 dwelling units to a maximum of 
1,100 dwelling units. There is no way to precisely determine this 
amount b,efore development plans are actually drawn and presented to 
the appropriate governmental agencies for approval. In this instance. 
we have accepted the lower end of Mr. Wiles' range and concluded 
that 800 dwelling units will be directly lost because of the lllking. 

In addition to the lost dwelling units. the property will lose the interim 
water source value of $1,500,000. The value of the part taken is 
computed as follows: 

800 units @ S8,000/unit = $6,400,000 

Plus Lost Income from 
Water Source ­ 1,500,000 

Total­ $7,900,000 

Klus:z:a & Associates, IM • ...t' 
U I 

. 
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The undersigned hereby certifies that he has no past, present, 
or contemplated future interest in the property being valued. It 
is further certified that neither the employment to make the 
appraisal, nor the compensation therefore,is contingent on the 
values reported. 

An inspection of the subject property has been made, and to 
the best of my knowledge and belief, the statements and opinions
contained in this appraisal report are. correct, subject to any
further conditions specifically mentioned within the report. 

The estimate of the compensation due the property owner, as of 
october 27, 1992, 1s: 

Land $4,070,600 
Improvements -0­
Total $4,070,600 

FOUR MILLION SEVENTY THOOSAND SIX HUNDRED DOLLARS 	 . . . . . . . .' 
($4,070,600.00) 

Respectfully submitted, 

Calhoun, PresidentJohn K. 
state certified General 
Real Estate Appraiser 
No. 0001330 

I 


I 


I 


I _. 
<: AfII, t~i! 

, I-,~( 
I 

17­

,.c",L",·" I \ \ 
J 

, n· ,.,.". "~"""l". 'j. 

I 

http:4,070,600.00


SSU EXHIBIT RFD - 3 (PAGE 14 OF 29) 
D#950495-lJS 

tVJ 
PTY 1996 

COMPENSATION 

Land Taken 

The taking. contains some 212.50 acres, which includes 4.63 
acres of an access easement. This leaves 207.87 acres taken in 
full fee simple. Of the lands being acquired Under a full fee 
simple interest, it includes 3.41 acres of commercial lands and 
204.46 acres of residential lands. The commercial lands have been 
valued at $3.50 per square foot in the before situation, while the 
residential lands had been valued at $18,'000. Finally, the access 
easement is valued at 50 percent of $18,000 per acre. 

Potential Commercial: 148,539 SF (3.41 Ac.) • $3.50/SF • Say $ 519,900 
Residential Lands: 204.46 Ac .• $18,000/Acre • Say 3,680,300 
Access Easement: 4.63 Ac•• $18,000 x Sot • Say 41.600 
Total (Lands Taken) $4,241,800 

Imgrovements Taken 

None of value 

Damages 

The remainder lying immediately north of the take-area and 
comprising a part of the triangle before the taking contains only 
9.40 acres after the taking. This includes 3.60 acres of uplands
and 5.80 acres of wetlands. The uplands will be isolated by the 
taking, since they are situated along the canal and separated from 
County Road 951 by wetlands. Before the taking, these uplands 
connected with uplands situated within the take area. Therefore, 
the triangle remainder has no practical use by itself. As such, it 
has been reduced in value from $18,000 per acre before the taking 
to $1,250 per acre after the taking, which reflects damages of 
$16,750 per acre, as follows: 

9.40 Ac .• $16, 750/Acre • Say $157,400 

The larger remainder property lies to the east and north of 
the triangle, and contains some 1,692.35 acres. This includes 
920.90 acres of uplands and 771.45 acres of wetlands. The 
appraiser has consulted with Hartman and Associates, as well as Mr. 
David DePew to ascertain the impact, if any, on the remainder 
lands. The issues studied have been varied, and it is found thatI the taking does not cause any adverse impact to the lands lying 
east and north of the triangle. Therefore, the only lands 
suffering any damages by reason of the taking are those located 

I 
 within the small triangle remainder. 


Summary 

I Land Taken $4,241,800 
Improvements Taken -0­
Damages lS7,400 
Total $4,399,200 ·10I -----__________________Calhoun and Associates, Inc. --­
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ACCOUNTING INSTRUCTIONS 

shall be charged to the utility plant account appropriate for the 
class of property leased. If the service life of the improvemen~ 
is terminable by action of the lease, then the cost, less net 
salvage, of the improvements shall be spread over the life of the 
lease by charges to account 407.1 - Amortization of Limited Term 
Plant. However, if the service life is not terminated by action 
the lease, but by depreciation proper, then the cost of the 
improvements, less net salvage, shall be accounted for as 
depreciable plant. . 

B. If improvements made to property leased for a period of mort 
than one year are of relatively minor cost, or if the lease is for 
a period of not more than one year, the cos,t of the improvements-'
shall be charged to the account in which the rent is included 
either directly or by amortization thereof. 

24. Utility Plant - Land and Land Rights 

A. The accounts for land and land rights include the cost of 
land owned in fee by the utility and rights, interests, and 
privileges held by the utility in land owned by others, such as 
leaseholds, easements, water and water power rights, diversion 
rights, submersion rights, rights of way, and other like interests 
in land. Do not include in the accounts for land, land rights, a 
rights of way costs incurred in connection with first clearing and 
grading of land and rights of way and the damage costs associated 
with the construction and installation of plant. such costs shall 
be included in the appropriate plant accounts directly benefited. 

B. Where special assessments for public improvements provide fo 
deferred payments, the full amount of the assessments shall be 
charged to the appropriate land account and the unpaid balance 
shall be carried in an appropriate liability account. Interest on 
unpaid balances shall be charged to the appropriate interest 
account. If any part of the cost of public improvements.fs
included in the general tax levy, the amount thereof shall be 
charged to the appropriate tax account. 

C. Separate entries shall be made for the acquisition, transfer 
or retirement of each parcel of land, and ea~h land right (except 
rights of way for'distribution lines), or water rights, having a 
life of more than one year. A record shall be maintained showing
the nature of ownership, full legal description, area, map 
reference, purpose for which used, city,.county, and tax district 
in which situated, from whom purchased or to whom sold, payment
given or received, other costs, contract date and number, date of 

28 
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ACCOUNTING INSTRUCTIONS 

J 
recording of deed, and book and page of record. Entries 
transferring or retiring land or land rights shall refer to the 
original entry recording its acquisition. 

D. Any difference between the amount received from the sale of 
land or land rights, less agents' commissions and other costs 
incident to the sale, and the book cost of such land or rights,
shall be included in account 414 - Gains (Losses) from Disposition
of utility Property, unless a reserve therefore has been authorized 

I[ and provided or, unless otherwise authorized or required by the 
Commission. Appropriate adjustments of the accounts shall be made 
with respect to any structures or improvements located on land sold. 

E. The ~ost of buildings and other improvements (other than 
public improvements) shall not be included in the land accounts. 
If at the time of acquisition of any interest in land, such 
interest extends to buildings or other improvemen~s -(other than 
public improvements), which are then d_evoted to water operations,
the land and improvements shall be separately appraised and the 
cost allocated to land and buildings or improvements on the basis 

:s. of the appraisals. If the improvements are removed or wrecked- 3........­ without being used in operations, the cost of removing or wrecking

:Ii shall be charged and the salvage credited to the account in which

j the cost of the land is recorded. ­

- 1 

F. When the purchase of land for utility operations requires the 
purchase of more land than needed for such purposes, the charge to 

f the specific land account shall be based upon the cost of the land 
purchased, less the ~.giL-!ll~~~~~.t....Y.~.l.Yj! of tbatportj.on of tb!L+aJ)~t 
Which is not to be used in-utility operations. 7:'hE! portion of the 

- 0 cost measured by the fair market value of the land not to be used 
shall be included in account 103 - Property Held for Future Use, or 
account 121 - Nonutility Property, as appropriate. 

G. Provision shall be made for amortizing amounts carried in the 
accounts for limited term interests in land so as to apportione equitably the cost of each interest over the life thereof (SeeIt account 110.1 - Accumulated Amortization of Utility Plant in 

I Service, and account 407.1 - Amortization of Limited Term Plant).19 
5. Utility Plant - Structures and ImprOVements;t 

A. The accounts for structures and improvements include the cost - If of all buildings and facilities to house,' support, or safeguard 
property or persons, including all fixtures permanently attached to 
and made a part of buildings and Which cannot be removed therefrom 

16 OF 29) 
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Rei' Estlte Apprllsers & Consultlnts • Relltors 

The Koge, Cente, 
999 Woodcock Road. Suite 106 

2270 Drew Str.,et. Suite C 
Clearwate,. FL )462~ 

I50S.E.I2thStreet(Davi.,Blvd.) 
Suite 100 

Orlando. FL )280) 
(407) 898·4698 

Fax:(BIJ) 726·8918 
(81 ))797.7600 

Ft. Lauderdale. F1. ))) 16 
()05) 8)2.()()4) 

PLEASE REPLY TO: 
Clearwater 

November 24, 1992 

Ms. Karen Olson Teasley 
Southern States Utilities, Inc. 
Vice President of Legal Counsel 
1000 Color Place 
Apopka, Florida 32703 

Re: 	 Property: 212.70 Acres 
County Collier 
OWners Marguerite R. Collier, .­ Lamar Gable and Harold 

S. Lynton, at al 

INVOICE 

Inspection of property, conferences with representative } ti~ 

of Southern states utilities, research for both 19-1 ~~ 

commercial and residential land sales throughout Collier 

county, research land use issues, inspect all sales and 

verify all data, analysis of data, and preparation of 

appraisal report. 


J Calhoun: 20.5 Hours @ $135.00/Hr. ~ $ 2,767 
C. Mafera : 11~.5 P.o~rs Q ~ 85.00/Hr. - 9,55. 
Subtotal (Services) 12,329 
Expenses (See Attached) 7a2 

Total Invoice Amount 

~n'k. you, 

d ;; ::c.~
t,(~ 
f~~ 

President ~ 
JMC/dc 
cc: 	 S. Harris 

V. p·;' 

.­
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zoning and Land Use Designations 

The subject property is zoned A (Rural Agricultural District) 
by collier county. In addlt16h, tne properey has pfOViii6hal Oae 
approval for excavation. The purpose and intent of this zoning
district is to provide lands for agricultural, pastoral, and rural 
land uses by accommodating traditional agricultural, agricultural
related activities and facilities, support facilities related to 
agricultural needs, and conservation uses. 

The permitted uses within this zoning district include single ' 
family dwelling, agricultural activities, wildlife management,
wholesale plant nurseries, and oil and gas explorations subject to 
state permits and Collier county site development plan review 
procedures. Some of the following uses are permitted as 
conditional uses in the Rural Agricultural District. These uses 
include extraction or earth mining, saw mills,' cemeteries, 
churches, communication towers, golf courses, sporting and 
recreational camps, and schools. 

f. 

The minimum lot area is five acres and the minimum lot width 
is one hundred and sixty-five feet:'(l65l. The maximum density is 
one dwelling unit per each five acres, which is the same as the 
minimum lot·area. 

I 

The Land Use Plan by Collier county desir,nates the pro~rty as 
Urban Residential ahd Activity Center. Tfieands deslgna€~ Orban 
ResidentIal contain 208.5 acres and the lands designated Activity
Center contain 4.2 acres. The lands located within the Activity
Center are located in the apex of the southwest corner of the 
property. The Urban Residential district .is intended to provide
for higher densities and in"an' area ,with relatively few natural 
resource constraints and where existing and planned public
facilities are concentrated. This designation has a base densityI . of four units per acre that is adjusted on a density rating system
that can add or subtract aUowableunits dependent upon certain 
criteria. The subject property !s located within a traffic 
congestion zone which decreases the attainable density by one unit 
per acre. 

r The Activity' Center subdistrict is' designed to concentrate 
almost all new commercial zoning and iocations where traffic 
impacts can readily 'be accommodated,' to avoid strip and 
disorganized patterns of commercial development and to create focal 
points within the community.' A portion of the subject property is 
located within a mixed-use activity center, which is anticipated to 
have a variety of uses that shall be determined during the re­
zoning process.( 
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Explained 

The subject property is located along the east side of County 
Road 951 (Isle of Capri Road), approximately one-quarter mile 
northeast of U.S. 41 (Tamiami Trail). More generally speaking, the 
property is located approximately ,six miles southeast of downtown 
Naples in unincorporated collier County. 

The subject property contains 212.7 acres and is triangular in 
shape. The site has 4,206.78 feet of frontage along County Road 
951, which borders its westerly property line. Within the property
there are two lakes which contain a total of 54.30 acres, which 
leaves 158.4 acres of uplands. The uplands area represent 74 
percent and the lakes 26 percent of the property. The east 
property line is bordered by a drainage canal which connects with 
Henderson Creek to the south. This frontage measures 4,172.01 
feet. 

The subject property is zoned A (Rural Agricultural District)
with a provisional use for excavation. The Land Use Plan 
designates the property at Urban Residential and Mixed-Use Activity
Center. As previously stated, the Activity Center applies to 4.2 
acres located in the southwest region, which represents two percent
of the total property. In addition, the property is located within 
a traffic congestion zone which reduces the attainable density-for
residential purposes. 

The general area has experienced growth over the past decade 
which has slowed in recent years. This is a result of the number 
of projects that have commenced and the current economy. Located 
across County Road 951 is the Lely development, which is a large
scale mixed-use project including golf courses, hotels, commercial, 
single and multi-family homes. The development has plans for 1,800 
single family homes and 8,300 multi-family units, and 84 acres of 
commercial with a variety of uses. 

The Eagle Creek development is located in the southwest 
quadrant of county Road 951 (State Road 951) and U.S. 41. This 
project encompasses 298 acres and has plans for 656 residential 
units, which reflects a density of 2.2 units per acre. This 
project has an 18 hole golf course, luxury estate homes, and 
villas. 

In estimating the highest and best use, the appraiser
considers those uses which must meet the test of economic demand, 
given the constraints of the physically possible and legally
permissible uses of the site. In addition, the highest and bestl. use must be financially feasible and maximally productive. The 
subject property has improvements on site which have been excluded 
from valuation in the appraisal report. Therefore, the appraiser
will analyze the highest and best use of the property Ras vacant. R 
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The subject site contains 212.7 acres and is triangular in 
shape. The property has the physical size that could accommodate 
a residential type use. The subject is considered to have the 
physical size and characteristics that would be suitable for such 
a develop.ent. The southwest portion of the property, which is 
located in the Activity center is physically suitable for an 
intense type development. The northeast portion of the lands 
within the Activity Center are located within the south area. 

As previously discussed, the subject property is zoned A 
(Rural Agricultural District) with a provisional use for 
excavation. It would be necessary to re-,zone the property for both 
residential and commercial uses. Under this zoning classification 
the maximum density in one unit per five acres, which is,an under 
utilization of the property. It is anticipated the residential 
lands would be re-zoned to allow for a .ore intense development.
In addition, the lands within the activity center would also[ require are-zoning to alloW' a commercial development. In 
analyzing the highest and best use, a potential development must be 
financially feasible and maximally productive. The residential 
lands are considered to be well suited to a residential type use. 
In addition, the southwest portion of the property is considered to 
be oriented towards a commercial use that would be consistent with 
its Land Use Plan Designation. 

In conclusion, the highest and best use for the total property
is for residential' and commercial uses.' '. The majority of the 
property is suitable for residential development and a small 
portion is expected to be developed with compatible commercial 
uses. This collbination of uses is considered to be financially
feasible. and a .aximally productive use of the property and will 
occur when the economic outlook is. more optimistic and demand 
increases. 
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YALUATION. INTERN USE AS A WATER SOURCE 

The subject property includes a 53-acre lake system which is currently 

being used in conjunction with the infiltration galleries on the property 

as a major water source for Marco Island.- This water source has been 

under lease for 30 years. This lease was set to expire on December 31, 

1994. The lease has not been adjusted to market rates and, therefore, 

is not indicative of economic rent. Were it not for the taking, we have 

projected that the lease would have been extended on a short-term 

basis. We projected that this term would haye been approximately 5 

years or until development approvals and permits were obtained and the 

southern portion of the parent tract was ready for development. 


In order to calculate the interim value as a water source, we tirst 

estimated the gross income from the water sales. The gross income 

from the water sales is calculated by multiplying the projected annual 

gallonage times the market rate of water. The projected annuaJ 

gallonage was based upon historical gallons pumped. An analysis was 

prepared comparing the volume permitted versus the actual volume 

extracted. An analysis prepared by engineer Gerry Ward was also 

considered. Based upon all the data we analyzed, we projected that 

annual gallonage would be 1,800,000,000 gallons per year; 


The next step in determining the gross income from the water sales is 

to determine the current price paid for water. We located several other 


.. 	 water sources throughout the state of Florida, and conducted a study to 

determine the current price being paid for water. We also studied and 

researched the rates proposed by the city of Naples to provide water to 

Marco Island. Based upon this study, we assumed that the market rate 

of water would be $0.25 per 1,000 gallons. Multiplying the projected 

annual gallonage times the market rent results in an annual gross 

income from the water of $450,000. 


We then determined the expenses to the property. The property taxes 

at the date of value were approximately $41,500. Other expenses 

considered include insurance, management, etc. We estimated a total 

expense allowance of 10%, or $45,000. Subtracting this from the 

gross income results in a net annual income of $405,000. 


The water source is considered a short-term interim use of the 

property. It is projected to continue only to the point where all the 

development approvals are obtained and the property is ready for 

development. Leases are typically renewed for a period of 5 to 10 


/.. 
c-

Ti-' .vAL 

.-,'j: 

RlATW 

, 

w-'~ 

MCOMP J<,IV 

r~ 

!1~1 

I 

;?- \, \-,r~C ,../ 
45·1)187 

I -
II].. 

eIL-I 



________ _______ 

EXHIBIT RFD 3 (PAGE 22 OF 29) 

SOUTHERN STATES UTILITIES. INC. 
DOCKET NO. 9S049S-VS 

l'TY 1996 

SatEOIJLE Of WATER pum IN seRVICE BY PRIMARY ACcOUter ·11t4 
'lEST 'fEAR AVElIAGE BALANCE I SUMMARY 

fIIIC.':':-"...."'" ",u; Cct!iM' ""01 ....Ad _.~:w, 

i'~tnk; ~ws 
~.'(..~, fZ,'$''''' Pap''';11_.""':01...... !]~NlII I'IItcoo!> _,,_. A·I(Wl. A·..'Wl 
}W;P'Io'1ii (11 Pr:ttU..t I I 
:__ .·,.1411 ...... •... 11 
'P';C I."""'" Il FP.St _ .... 1 ... 1.1,.", FPSCIl 

··-----1'-.1-------(2)---(-1)-·- 14 (Ij '--ifj""-' f~ (II lI! \I~ (II) 

_PUIIIINHIMCI _ 	 .YEIlAG§ 8ALANCt 

~ 	 ~ 
-	 sa- Por UIloyP._ 	 ­""Md..... ,2III/IlI,'a:;.~ PorW. UliIy UIiIIr 

_~. .loc:O.J'lttio .... N.,... _._~_-!l!!__~"'---'!!L_ ~_~. _~_.......!!l!!-~~ -
, 	 IIilN"UlE PbANI 


,01 1009";_ o 0 0 0 

1.1St 1111 1.7511 o . l.:S 

ll'i.lo...._'IIiocoI_ o G 0 0 0 0 

WU!!:£oUUPPLU PIlIlJllllll 
1~2\.;M'1aW1\ighIs llIl.1l96 '.OOO.oe1 ~,.71O.'1S HSO,lil 2~0.'311 ~.'3i 

,;Mlsr..cUfwtt.. "'!)'O~ llu;e UIIl ~1Sl11!11 7ilmJ! 7511.7:1) '!ilIOJ 
; . ." 2CdIo-Mg' ............._ 11'.2$7 o o 17@~ ,_7 ,,,,.2$, '_7 1111.2$1 

100 2 b .... _'QM Int_ o o 0 

~a1.IH"­

0 0 0 
~ Q.I~ 1IIIl.l2Z 123.471 123m;~i 2W"", Sonnp C1OeJ',M2> .... __lT_ 

aI,tll ...PI. 	 2f"JlI_7 	 ­1:&01.111 
::....,2~_. 5710.703 $150.100 '-'l7.W"'" 5.7l7.6&2 

'j : ••2Pow._.... Eou....... 211U77 
., 	 5.7241161 

Ul" 2l8lli 2IIJl6 212J1!e 
$.7)'.2:1, 74.5$1 3,1(!~7M 3JtJ$,7M l.765.!IJ!f 3.7liSs..'$" ;"2~""" 

0 0 0 0 0~'iUO.. ~.UdceI....,. o 
" 	 lUIE8.lIIUl.lII ,lOUIaW.IaWR.ghIs 
:? )Of l Stvc:lI."" n.p~tnb ".&35 1217.1~ 3Z1J.I~ 32"131 1212.&11 
ti 320.3W.. T"...... ~ 1.86.\.6'1 IU75m IU75.3a lUCO.CQi 'OJC1~ 
III 321lP..,_. lUll 1510007 1.510.1lII1 'l23.12i 1~1.12i 

21 llO.IOhr_'_ 0 0 0 0 0 

II ,.-..am" IllII8!BUDQN 
Zi ... IaWR.ghIs 
:II ........ , ........... ~ 


21 :130.' 0;_...-' 26.7.215 UOII.8ll1 ',1Q6,6117 1.77,l,W 1 r.JU. 

31 :tl1,.TI~I~an 1'.~ 3...260 lJ6UIi 3.$63,.91 UCU~l 


'II l3un UOI.l!iI! 'JOI.l!iI! I.""" 1,,",,5,
:W._
II 33,f.-..__.", 105210 IlIliU77 1.251.117 1,tOt ;'72 uo-.m 

2.T2lI 171,507 171.!O7 110.1(2 170.142:is m'Iij*_30 	 :I3t.OhrPlonl. __ 
0 t 

31 GEJjERAl ptM!T 
,,,..732 liUIaW. laW RigID II! 0 (ll. ",U'; 1a.W ".441 ii,u7 

31 1OI!_............ 11'.1111 '3.to7 (1I0Il 12.J4i ,.. OlD 15II.ro. 116.ro6'''.CIiO 
:N U050110t_•• E4i\1m... Il.5OO 11.l1li2 I'~ 11"" tCI,Ut1 100.341 ....c<I 9<.,,' 
l5 3*l11~~ .' 15T.$I1 112.1111 \2.". 8O~ 2n~ 247.m 20:175 202.l7! 
• I-IUT.--r.;,;:..;.· 11II.-ro. 12.- !21.786l 10717 '50,,z2 150.<1'/2 I~O(\) 1<5)l13 
!7 I-12J_""""", I.IID! 6!1 0 SI 1.6ll 1$33 '!.31~ , U1E 
• l4I5TocII.Shop·CIonIIo""""", 4l.<I2l 12.110 '2.610 !U$' !U!1 198.."'6 <t.t:!!> 
31 ,,".5Ubor""~ un 1.0i0 t.c9ll 15.l1li2 15.912 " 41:" 11..,7 
., lC5.IP_OpnIode.-... <5,7" 112/1 ~21'1 IO.1XI' ~."; ·10.'* 5O.7.4E~.l·' 
,. I-IU~~ 17,101 7,'" (711 7.M:! !Sl(oC 2!.J6.I 21!.1i.i 21.56:1 
41 1-171_1iquip1Mn1 7.l6C 1I,0C4 0 1,0C4 13,~ 13._ 'O.lIiI> 0 10.360 _____fn O ______0_~ a 	 I,UOhrI""'_ __.!Eo. -E!. .__---E. ___0 ---E.

----!.. .. III_ILl PbAHT l.7511 3,7tt HIA: I.m Ulli 
os SUP"'l' _PING 11.1123.l1li2 '~IUIIII .,St'.• It,.wUta 1....1)11 14,'ta)US ".III.6l!.. WATEA TREATIIEIII PUIII ".714.178 1.1211.3111 l,928,l'i3 1~.6'2.S7l 11JC1571 \5,611,"" IU7U?'

T__.IIISTIIIUllOHfI 7.tU.1I65 1tI.m 0 iii' 57a e.IIl$... 1.105&<1 U5UI>2 ~ 1J5U!2 
~ --l!!.!!!... --E!'.J1l. ~~_ ...._._t ... Ad!tt.. GENE_PUIII ._~ ______0_ ~ 

.. -~ 

LMOILMOIIGHTI ~ 'GI.G81 ____0 _~,S!!", _~.!!_ ~ __ -.P. ~_~ ____1\ 256U1;6 

51 TGIALP\SLPSUHO 1-1.165780 3"U67 12U111 1.110<10 17.IJIF,lY 0 ,7j;&2'i 36012'.W c ~H~IIl:( 
---------~~,-~~--­

';" 

630 

- , I .... I 

• 

I I 

.5 lfE­~ I I I I I 
r~A. !lit I ! 

f}> It;AI IHATH .ICO'JP ~y "OS, .,,,,,I 
\ I 1 

If} .,.., 

~ 

......._--...._---------- ­

http:3.$63,.91


__ 

- --

EXHIBIT RFD 3 (PAGE 23 OF 29)
SOUTHERN STATES UTILITIES, INC. 
DOCKET NO. 950495-WS -~~ 

PTY 1996 
. --.-.­ ....... 


ICIIEDUl.IOF WATER PLAIITIISEIMCIIY PIIIIWIY ACCOUNT-l. 
UST YWI AVWGE 8ALAIICl/SUllMARY 
~aul_I _...,- __..........._."'__tl...,_fot........y.........._ 
__._1211"­

_14_11
--I- ­ -Il_~l 

......14"-...·11-.; ,..-- 1'P9C_,I__I4I1a11mc:11 §
~f-­ -----..."II~'-----·W---m---·-·.,IfI::----::III::---'":III::----:fII:::-....::..-~III~--..."ltl,..­_--iii" ­

_fUllr"P!II 
""";'i- ­

.!!. _ ........ - ....-- ....-OO!l!:!·,l!I!IIM.... .... ..-- .., ---- -,., UIiJ ...
Lioo 
_'"'''' • _.l!!!!!!.- _______ ..!!II!!!!!:!!. ____ ~ ___ ,--:'i- ­

-i--
.'_'Ntt! • •tt _,_t ,".I~ o o o 

1'" o \lit l!'1t 
4 a.loe._,_ o o •• o•-I--

·• , DI!_'_ 
"-"'-- ­

G • 
• ....II!lJ.... 

, ..I.l0l&I.l0l.... 
 4.lSC..'" o ...... o I.UD.I.-I-- '/lua o o lIua 

' • .lSf o IIL157 o '.1$7 
~­ ..""'_,00......... o 

It@
o o • -• o -a o


10 3IlU_'1II>'W9 • '''.OQ - ",_m.'/l 'OotO IU'U! {lUUI ttlOU o 

-,...- " "'~G-.W"",,,,, 21"11 o o o a,," o ...n 


" lDUSo.oof\'lIU ..... l_ ;!.f$G 100 1III.7I.ll o u.n• U<lUI,
., __ • 4IIl7l.ll ...,. 214'" 
.'l! o o o o-I-- ...'U.........£_ UC57a! ,..., (11.11111 4IIl1:III U4lut o 
 u.s.". S:1II,ll' -,~ aloo.."",-, o - -­

-I-- • o G • G o o" wma 11lUTWHt NHt" lDU_'_~ o o o o G,. DlJ_'_ • _, o a
-I-- US"'~ o o G lD'.'SS G 3.n7,'S~ tn11!!

If 12I1.•_T_I_ Itt~U9 $$1,211a • ..,_.... .... o lt1"_'U7UII 'U1l.m 
-I-- t.5le!..l':" o o o ,_, C tJ30.DI' '!IC.III!

11 33Uoe.PoN'_ c o o o o o e 
-I-- D'===,1D.1'JJIUJIIf • 

n 1II'_'_RoQ'lII oo a o c~ 1M 

22 

1)1._,--.....
IS 3lD.' __ o G o o C 

'JOU'~ o o a tJOUI1 Ia It, 1.106.U'a IItH_'_' lKf2ll; ".421 P.JI21 11"'7 Ult,1'. 3aU1A: U1I.Itt 

-I-' 

-f-- v )13........ tIC-1m 
 2'7.131 • VJ:U ua.'" t.l2t.'" l.11U6{
21 ".,4 ..... , .... JrlWrll(f'. l.m.m a8.l1li 1,1.....a.IIII 'Jt!.if! Inlo"a 13iI • ..,......-f-- 111.501 ',01' o 1.Il11 'lU1I flU'S ,.rc~
JO •• t)iIf'It' PII~" .......'IUJI 
 o o o o o a t 
11 ......pwa 

31 1II11.""IMI""" lU'! 0 0 0 11215 
 o13 1)1.1_'....._ lI.m '.m I 

IID.I~ 'UM !l331 'U66 IIUII n IU,", tn.., I-I-- 1M IICUCIIIoI_'_ '1.1'.3& 3<05' __ W,f7.c 0 14,f1( 111111 c 1I11fl lOUS' I 
2'$.11' 2UI. 0 2I.4t. I71JU G I'U.. IInll •-i-- 3& JOUT_,_ 1"1U 11,.'. (l10S. tUft 1..413 < lS.A:U '5'.n1 I

ft 3'U$IQr.t_, 1,120 ., 0 .1 ,•• ,. JOUT__'lIM9tf_ e UI, t.64' I 

~I-­ all' 1.110 CD) W7 fl.... 
 o lUI' IUO! • 

,. 1IC4.1l.~ .' IUJI) •.131 0 ••'. SUIII ( selle ,u~ e.00 J<3._eo.o..r_-I-- 4. :111. __ 11.211 U.. I'll I.m SUfi S'.Of' If m I 
., J07.1 __ 11.... 0 ,,. o JJ Of' 2J 1~.! e1.136 _I 


-I-- IUl7 to! 122'1 III IU7I ·0 tun; 11tH: ~ 
Q '.UOO"T...... _ --_*_ ----i!!!!. ___0_ ---.!Y!L --At!!. .____c 
~ ---.-!tl!!. ---!. ­

~I-- .. 1'".. III~I'UHT 1'" 0 0 G llIII 0 

.. -, ­ Ult-".. ­ '''''U', 4.1'6.110 111O"t} ...... II.IIIU1O 0 I1.IOU1< Il11l.IIS-I- ­ .. fi1'lllTRU_1'UHT '1AU111 HUU !'U6Ol _ II,WlJI9 0 11,1.U1(1 tU••.tI'~#:1 _I'UHT ,,,,,Wo1.105.1" 77"00 P.INl lUll UlI.ISt 0 U1I.·st 
~I-­ ~~ -M!l. -!!Y!!.. -.!!!.!!L ____0_ ~ .--J. _.--t-+­---'!!o!!.I_ ..-I-- tOtILPUHtINJItIMCI....!!!!!!!!. .141213 --.!!U!!J. --Ia!.!'!. .u:ue ---!. .'.1tJ9l1 ".)ll'''...---L 

ID LNeILNeIlGHTl '.7IU" '."')" ___0_ --!!!!!!!. --'..!!!!!!. ..___0__ 'lff"! ~.--J.­-I- ­
II 

to,IL,.USSIMD ",-~ ~ --B!L.!!.1 ---!!.!!. ...,JICI ---!. ~-I- ­

~f-­

-I- ­

-f- ­

-I- ­

-I- ­

"1­
t'JOI'I5l.11AU AO$WI.Xl.S 

-I--

sue'J:!....---L ---t-+--

~..=-tt , 
-

690 

I I I 

I 
• 

I I I 
J - r- ­I 1'1

,.., 

I I I :~ 

http:4IIl7l.ll
http:1III.7I.ll


EXHIBIT RFD - 3 (PAGE 24 OF 29)
SOUTHERN STATES UTILITIES, INC . .. ---.-.-.. --...---- DOCKET NO. 950495-WS (}p) 

~--.----~-

PTY 1996 
~~~~--------~------------------------------------------

LOTUS FILE: CALC 

CALCULATIONS AND -dt: ItlH' 


.1.).:-) ALLOCA1l0NSOF LUMP SUM COSTS I ?-I ('All'''......,. 


~ 
HANSON ACREAGES ACRES PERCENT ALLOCATED CORRECTED 


LAKES 56.29 39.9% 3,670,800 UPIS-Water 


UPLANDS 84.93 60.1% 5,529,200 Real Estate 


TOTAL 141.22 100.0% $9,200,000 Condemnation 


'\~ 
REAL 


DATE APPRAISER PARCEL ESTATE PERCENT 


APT-95 HANSON SERVICES $3,606,454 $3,296,416 91.4% 


APR-95 KLUSZAASSOC. ® 7,900,000 6,400,000 81.0% 


JUN-94 CARROL 7,200,000 4,770,000 66.3% 

~ 

AVERAGE 79.6% 

ALLOC 
PURCHASE 

PERCENT PRICE 

WETLANDS/tAKES 20.4% $1,876,8ooUPIS:-Water 

UPLANDS 79.6% 7,319,0&8 Real Estate 

100.0% $9,200,000 Condemnation 
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le amenity is capitalized as a 
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lie of substantial completion 
lnder FA5-67, however the 
estimated fair value of the 
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amenity at the expected date 
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RIal Estale Costs ,nd Initilll Rent" OpmttiDns 

ment of the real property. For example, revenue received from bill­
board adVertisements placed on the property or miscellaneous con­
cession income would be classified as incidental operations. 

If the incremental revenue received from incidental operations 
exceeds the related incremental costs, the difference is accounted for 
as a reduction of the capitalized costs of the real estate project. Thus, 
when incidental operations of a real estate project result in a profit 
the capitalized costs of the project are reduced by the amount of 
profit. Under FA5-67, however, the same does not hold true if the 
incidental operations result in a loss: if the incremental costs of 
incidental operations exceed the related incremental revenue, the 
difference is charged to expense when incurred (FA5-67, par 10); 

Allocation of Capitalized Costs 

All cattalized costs of a real estate project are allocated to the 
indivi ual components WIthin the Prolect. If practicable, FAW 
requires mat capitalized costs be allocated by the specific identifica­
tion method. Under this method, capitalized costs are identified 
specifically with the individual components within the real estate 
project. However, if it is impractical to use the specific identification 
method to allocate capitalized costs, FA5-67 requires that allocation 
be made, as follows (FA5-67, par 11): 

Land costs Only capitalized costs associated with the land prior to 
any construction are allocated as land costs. Land costs prior to any 
construction include capitalized land costs and other preconstruction 
!=Ommon costs related to the land, including preconstruction com­
mon costs of amenities. 

Total capitalized land costs are allocated based on the relative fair 
value of each land parcel prior to any construction. A land parcel 
may be identified as a lot, an acre, acreage, a unit, or a tract. 

Construction costs Capitalized construction costs are allocated 
based on the relative sales value of each individual structure or unit 
located on a parcel of land. In the event capitalized costs of a real 
estate project cannot be allocated by the specific identification method 
or the relative sales value method, the capitalIZed cost shall be 
allocated on area methods or otheime'thods appropriate under the 
circumstances. 

GAAP GUIDE 161.09 
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AUDIT DCBPTIOB BO. 3 

SUBJECT I 	 DEI'BRRBD DUITS }wOR ACQUISITIOB OJ' BTU 80UllCB r.:uD 
COBTAIBBD BOBUTILITY CDRGBS 

}wACT81 As stated in Exception Nd. 2, Southern States utilities, 
Inc. is required to maintain its books and records in conformity 
with the 1984 Class A NARUC Uniform system of Accounts per Rule 25­
30.115, Florida Administrative COde.~q~ 

The Deferred Debits account ~d in the current SSU Rata 
Proceeding contains $886, 409Yt~~...~ the development and ultimate 
purchase of water source land known as the Dude Property. 

The 1984 NARUC Class A water Uniform System of Accounts Utility 
Plant - Land and Land Rights in section F states in whole, 

K{ 

When the purchase of land for utility 
operations requires the purchase of more land 
than needed for such purposes, the charge to 
the specific land account shall be based upon 
the cost of the land purchased, less the fair 
market value of that portion of the land which 
is not to be used in utility operations. The 
portion of the cost measured by the fair 
market value of the land not to be used shall 
be included in account 103 - Property ..14 for 
future use, or account 121 - Boa-utility
Property, as appropriate. 

i{ 
In 1992 Southern states hired and paid Appraisal Research to do an 
appraisal of the mining potential of the Dude Property. . 

The value of the mining potential of the Dude Property with 100 
acres used as a borrow pit was stated by" Appraisal Research to be 
$3,600,000. 

southern States provided an April 4, 1991, letter between two of 
its officers outlining its planned provision', of raw irrigation 
water for Mass. MutuarGolf Course. The letter stated that., "Water 
supply for this project will come·froiD the" "Dude Project"
(Southfield Farms).ft 

I 
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1I"I'V 1aal, 

OPIJlIO!U Out of the 160 acres of the Dude property, the appraisal 
states that 100 acres were available for the pit mining. Allocating
the $886,409 proposed as Dude property development casts based on 
acres devoted to mining vs. acres for a water source yields the 
following: A'~~ 

"1''':J. ACB§ PERCENT 

Hining acres " 100 62 ..5' 
water source acres 60 37.5' 

~y t1- !-(f)
Total acres 1)./", 160 100.0t . .s,. 

Total casts to be allocated are: $886,409 

Hining percent 62.5t 

Development casts allocated to mining $554,000 

Balance allocated to water source 332.409 

Total allocated $886,409 

Concerning the water source classification, documents obtain 
during SSU field work indicate that the water source at th.~IUU 
property was to be used for raw water sales .to Hassachuset 
Golf Course. This golf course is aut of SSU l s certifica service 
area and the revenue would be nonutlIlty income. ording to a 
draft of an agreement between Callier county, • Kutual Golf 
Course and Southam States (Tri-party agreement), southern States 
was to provide raw irrigation water as an interim step towards 
eventually providing treated effluent for irr~gation. 

As mentioned in the Facts section, Southern states provided a 
letter between twa of its officers Re: Raw water SUpply - Hass. 
Hutual Golf Course outlining and mapping its planned provision of 
raw irrigation water for Hass. Kutual·GolfCourse. See map from 
letter attached. 

Expenditures made with the objective of earning nonutility income 
are nonutility in nature. 

UCOHHBJJI])ATIOJlI Reclassify the $886,409 in deferred debits to 
account #426.13 Hiscellaneous Nonutility Expenses - Preliminary 
survey and investigation expanses related to abandoned project•• 

COKPAJIY COHKBBTSI Company may respond at a later date. 

'. • H 
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'. • APPItOnD: ~~O\lt.'TS PAYAILE VOUCHER 


TYPE: Z; - MA)."UAL C1\ • ____ C1\ ~AT£ __ 


n""olt I: Y'11 VE.l\OOR KA.'IE: ~o.1sel f.?e?Q""~ 
OR OX! TIKE VENDOR: 

ADDItESS: _________ CITY: _____ STATI: _____ 

ZIP TELEPHOKE , _______ 

IKVOICE DATE:cghc£I=;'2.. II,VOICE ,'12243..4 INVOICE AKT: :\S(::),Qa 

DUE DA~E: 101,-19'2.., DISCOUXT • ~ TEIt.'SS CODE: ______ 


110m/lEAR: \ 0[9 L- p\:aCHASE" oRDE:::a~.=-2~$io!-4~".J..:;;S""'-_________ 


DESCllIPtlON: ~rp!5P l-~c.\d SMns m;~ 

ACCOI::'! to!.".!!K FJI0JECT "/TASK ---0- ....Y,Ol~:. 

PLt.ItESCTR.UC.ACCT.5UBACCT.CEC 


f 
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SCHRANK Be BERNSTEIN 
A PARTN£RSHIP OF PROFESSIONAL ASSOCIATIONS 

OFFICE IN Tl-tE GROVE • 

SUITE BOOB 

2699 SOUTH BAYSHORE DRIVE 

COCONUT GROVE. FLORIDA 331 33 

AREA COO£ 305.JOEl.. BERNSTEIN. P.A. August 10, 1992 TELEPHONE: 858·0305 
FAX, 85...·3182 

EDWARO A. SCHRANK. P.A. 

OFCOUNStI.. 

JOSEPH TEICHMAN 


1ulian L H. Stokes, MAl 
APPRAISAL RESEARCH CORPORATION 
2629 South Horseshoe Drive 
Suite 2 
Naples, FL 3394~ 

RE: 	 DELTONA/Deltona Utilities, Inc. • Southfield Farms Water 
Purchase Agreement - Provisional Use Application with Collier 
County, Florida 
Our File No. 074200502 

Dear 1 ulian: 

Enclosed herewith please find the following: 

1. 	 A current proposed Excavation Plan for the property showing the proposed 
Lake Area (without the trenches) and showing the Wading Bird Habitat 
management area to be maintained on the property; 

2. 	 An updated review of volume yields for the property prepared by Bob 
Lockhart. 

By way of explanation, the current County conditions restricts the excavation of the property 
to a 15'-20' limit unless the excavation can provide proof that deeper excavation will not 
destroy the marl layer located under the lake. Bob feels that if there is no water withdrawal, 
this requirement restricting the depth of the excavation could be removed. In addition, the 
County conditions require the maintenance of the wading bird habitat management area 
which also restricts the amount of excavation on the property. As such, the anticipated 
yields from the property will be as follows: 

1. 	 Approximately 4,000,000 Cubic Yards, if the Wading Bird Area is required 
and the depth restrictions apply. 

,I 

2. 	 Approximately 5,000,000 Cubic Yaros, if the dJpth restriction is not 
applicable, but the maintenance of the wildlife area will be required; and 
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Julian L H. Stokes, MAl 
APPRAISAL RESEARCH CORPORATION 
August 10, 1992 
Page -2­ ' 

3. Approximately 6,350,000 Cubic Yards if neither the Wildlife Area nor the 
depth restriction is required. 

In addition, Bob feels that the front 36 acres will be utilized as a part of the excavation 
project and that its residual value will not be sub5tantial. He further believes that farmers 
have not traditionally paid for water withdrawal rights and that it is not very probable that 
they can be convinced to pay for the right to remove water from the Pit nor to pump water 
unto the Pit during the respective dry and wet seasons. He feels, therefore, that the only 
value to the property would be the present value of the excavation of the property. Under 
the County conditions at the end of the excavation, the owner will be required to donate the 
property to some foundation or governmental entity for wildlife maintenance purposes. 
~ 

lease contact Bob for a more thorough explanation regarding these calculations. As I 
indicated, we are lOOking for a value of the property based on the assumption that SSU will 
not be able to obtain .the rights to extract water from the property for its Marco Island 
Utility systems. 

It is my further understanding that Dan Howard contacted SSU and advised them that my 
statement that you were not previously authorized to do an appmisal for SSU was incorrect. 
Accordingly, I presume that you have received those instru«;tions from him and that you can 
proceed to provide us with the appraisal we require as soon as possjble. 

Icm-s 
enc!. 

c: 	 Karla Teasley, Esq. 
Mr. Scott Vierima 
8-'" /'.H t<"~-'- ,I 
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~ .. o ..,nCD , ... CO".CC;f'1CU1' .. 
-lew .0". a ......, 

!-1r. aryan Milk, project Planner VIA T:5:LECOPY 
Qevelopmen~ Services Depar~en~ US MAIL 
Community Developmen~ Division 643-3'266 
Collier Coun~y Governmen~ 
~aoo North Horseshoe Drive 
:Iaples. FL :3:1942-6917 

Re: ?etition PU-91-1, Southfield Farms LTD V 

;:)ear 2ryan: 

We appreciated the opportunity ofmee~inq with you and 
~ 	other nembers of the countY staff on March 27, 1991 on behalf of 

our clien~, Sou~hfield Farms LTD V. The purpose of~this 
correspondence is to summarize and confirm tne various issues we 
discussed at this mee~inq. 

our clien~ will seek a orovisional use on its property 
for t~o separate uses: water extraction and earth mining. 
?ursuan~ to our discussion. ~e will also seek two excavation 
ierm1~s tor each ot ~~e above uses •. 

It is our clien~ls inten~ion 1;0 address firs"C all 
issues pertaining to the water ex~rac~ion oermit. It is our 
unders~anding tha~ ~he ~oun~y will assess separa~ely any 
3nvironmen~al issues relative to our clien~'s orovisional use and 
permi~ reques~ tor wa~er ex~rac~ion. our clien"C's projec~ 

Rober~ Lockhart, PE will work with the coun~y in 
separa~inq these ~"-l0 "~rojects". Theretore, our clien~'s a.ttemp~ 
to quickly obtain an excavation permit for its wa~er ex~rac~ion 
operations will no~ be delayed as a result of ma~ters related 
primarily to the mining po~i6n ot ~~e projec~. 

It is further our unders~andinq that Barbara Burgeson
will recommend approval of our client' s .. provisional use request 
to the £nvironmen~al Advisory Council sUbject to tha six 
stipulations and conditions set forth in'her handwritten memo 
"Hhich was delivered to us at the mee~ing .!'hese stipulations 
~us~ be satisfied as discussed in the mee~ing prior to the time 
the excava~ion permit is issued. !n that reqard. Barbara 

. . 
'tWO OllCII:NwtCH i'u..tA :.0 ...crrAL ......M WAY 
GIltCCHWICM. CTC••2,O ."UII elUtoCM. r ... 22-ao 
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~. 	 :·!arch 23, :';93..=.ryan Milk. ::oiece ~lanner 2 

. 
Burgeson. has also agreed thae the environmeneal issues raised by 
"J..m Dryden of t~e Game and F:::'9Sh i'later Fish' c;;mmission can be 
addressed in conjunceion with the excavaeion permit and should 
noe delay the provisional use process which can be handled 
through seipulations. :ina11y, we underseand thae Kim Dryden's
recommendation eQ preserve the northern quareer of the proposed
borrow pit area on the subjece properey may noe be necessary.
The peeitioner will have an opporeunity through an appropriate 
managemene plan ~o lessen this preservation area; Similarly, the 
90 day review period see forth in Section 7 may be avoided and 
Kim will work with the Fish and Wildlife Department to achieve 
this result. 

Additicnally, we will establish that the entire projece
does not constitute a development of regional impace' for mining
operaeions pursuane -::'0 Chapeer 330, :lorida S.taeu1:es. '{ou have 
informed us that you are concerned that theprojece's goal of 
producing some 4,000,000 gallons of waeer·per day for the 
residents of Marco Island may reach the thresholds for a DRI. It /.4\
is our understanding that you are not concerned with the 3.00 acre ~ 
m1ning ~hreshold see foreh in ~he DR! criteria. Providing staff. 
pers1sts 1n requesting further assurances, we will provide you
with a dete~ina~ion from the Deparc:ent of community Affairs 
that our client's project does not constitute a ORI for purposes 
of water consump~ion relative to mining operations. ­

Again, ·,.,e sincerely appreciate the . beneficial meeting 
you scheduled and trust you will not hesitate to contact ue if 
any of the matters set forth in this letter are inaccurate as our 
client ...,111 be relying on the county's statemenes durinq the 
~eetinq. : 

.\ 

JOG/dja 
cc: 	 lir. Jack Robson, Southfield Fanns . 

Mr. John Madajewski, Collier countyprojece Review Services 
Mr. R.A. Terrero, Southern utilities System 
Mr. Lloyd Horvath, Missimer and Associates 
Mr. Arsenio Milian, Hilian, swain & Associates 
Mr. Albereo Arqudin, :1i11an, swain" Associates 
Ms. Kim Dryden, FJ.orida Game· Fresh Wat~r and Fish commission 
Mr. David Srutcher, Collier Cpunty Project Review Services· 
Ms. Barb Burgeson, Collier couriey Project Review Services 
Ms. July Adarmes, Collier County Pr9ject Revie~ Services 
Robert Lockhart, P.E. . 

Kevin G. Coleman, Esquire


KGC\LTR\Milk 

.; 

I I : 1 I 
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April 3, 1991 

:tt'. aalph Terrero, P. E. 
Southern states Utilities, Inc. 
1000 	Color Place 
Apopka, FL 32703 

KDI 	 South~1.l4 ~armal ExC&va~ion , Wa~.r 

zz::act1on Permits 


oear 	Ralph: . 
Balow find the list ot issues discussed d~inq our m~e~inq ot 

March 27th with collier county's statt, the .Game and Fresh 

Water Fish Co:mm:i.ssion representative, and all the others 

identitied ~ the attached list of attendants: 


1) 	 aob Lockhart, the enqineer hired by South Field Farms to 

procure the excavation pemit tor the mininQ'opera1:ion, 

was advised by Bryan Milk, Project Planner fo~ Collier 

countyts Development Services Deparcment, that a 

prOVisional use designation was required tr~ the Board 

ot Coun~y Commissioners prior to final approval to 

commence. ~ 


As you may recall I made the observation that in a; .. 
previous l!!eetinq with 30hn Madajewsld., Manaqer of the 
project Review Services Department, he indica-ced that 
Marco Island Utilities was examotQd from the 
requirements established by ordinance~ 88-16 and other 
.standards and procedures ordinances and no permits were 
required. A1thouqh we have a letter stating so, it is 
my advice to tollow his sugqestion and obtain separate 
provi'Sional use dete!:minations tor both, the raw wa1:er 
extraction and the mininq operation. My impression was 
that they are willIng to expeaite. the process, 
especially tor the water withdrawal portion. 

Bryan was also uncertain Whether Ii D.lt.:t. lXlI1y. ba 
required by ~he Department of Community Attairs. The two 
main reasons mentioned. qy' him that:may triqqer tha IA) 
o.R.:t. ' pursuant to Chapter 360, C . S • ware: a) I.tthe f,J;I 
mining operation exceeds lOO'aores'par year and b) I.t 
water axtraC"Cion exceeds 3 MGD. . 

-::'PR:~ '991 

.:.:.:;.•;. .:.1n fi >­
S t : 9 t I G. e Hdl:l!J 
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Jack Robson ad.dressad. ':..~e :1rs'C. !.t:$m.:y !?::,ovidinq :!. 
-::on:n:.:ruet1on seneaula i.:. ·.:nich ..a.ninq. ot thea ;:'60 aerea 
site w11l J:s i:om~i.e'C."'d i:'1 a 10 year l#sriod. :h.eretore 
:'!le crashoi.d ':1111 :-:.ot: be e.'(ceeaea·. 

rUth reqard -=:: t:!'le ·..tat:er ext:ract:.ion. -:he at:.t:crney t::r 
cumminqs & Lockwooci int:erpre'C.ea tna'l:. the 3 ~GD threshold 
is re1a'Ced to minincr o'Oerat:ions, and tha'C Sou'1:'.b. Field 
Farms will not: necessit:a'Ce' t:o pump any wa'Cer for =ininq 
purposes. ~he ':Iat:er ~ithdrawa1 ~3 !or ~~'Cer supply 
purposes a'nd ~heretora !ces' ~O'C. . !aJ.:l . :'::1'1:.0 ::l. c.:... 
requiremen'C.'s tIlresnold. It was decl-ded ~t a 
determinat:.ion from D.C.:". will be reques'Ced 'C.c ascart:ain 
the Coun'Cy ~~at such in'Cerpre'l:.a'l:.ion is valid. 

A nu:mber otissues were :'aised :by !!arbara aerqeson, 
raqarcUnq ~~e ques'C.10ns addressed. L"l 'Cbe 'memorandum ot 
Gail G. Gibson, sen1cr Hydroloqis'C. ~or collier coun'Cy's 
Pollution con'Crc1 :a'Oar'C:en'C. His concerns -:0 -:he 
pO'C.en'Cial for salt ~a'Cer upconinq due to t.~e water 
withd.rawal was properly addressed by Lloyd Horva'1:'.b., who 
provid.ed them with a copy ot his solute ~ranspor'C 
modellnq, ~na ehaL ~w~w~u ~u b4t:is~y'C.hem. 

other Concerns such as t!::.e presence of the eont1ninq
layer a'C. the 20 !-::. depth not appearinq uni~ormlV 
tIlrouqhou'C. tbe en'C.ire site, the i::npac'C. tt:l ~e quality 
and quantity of wa'Cer available 'Co other- qrouna water 
uses in the vicinity o~ our with.d.rawal. etc. were 
discussed in detail. In ~y opinion, the aqency with 
jurisdiction for t.1.ese aues'C.ionsis the South Floricta 
Water Manaaemen'C01str1ct. Thev· reviewed t.~a moaels. 
and they war~. satisfied t.b.a'C ~he pro~osed ~;ithdraW'a.L 
~ou1d not: i:pa~r ~at:er ~~i.i~y or ~e benetic:'al use t:o 
other a~roved. '.;.Tater users.' Sarl:::!r::l.· agreed -=.!::.3~ 3. copy 
of ·t.~e consUll1Dt:ive '..tse 'Oer:m..it tl11l be suf~icien'l:. to 
soo'C.he t:hose concerns, and. :.lovd Horva'C.h i:1tended ~o 
follow t:i'.rouqn on' theserequirem;!D'C.s • 

One o'C.her issue discussed was 'Cbab'Oac'C. to wildlife as 
a result ot' the proposed projec'C. The Flor.ida Gam.. and 
Fresh Water !,ish Comm.ission re'Oresenta'C.ive aqreed tha'C. 
i~ w~ were t:o separa'Ce 'Che appl1ca'Cion of provisional. 
usa Just !or ~Ja'CQr enrac'C.ion, :!la'C iili'Ciqation could be 
addressed. later durinq ~1.e excava'C.1on permit process. 

The ulti::lat:e :titiqat:ion request :or .1. ....adinq ::irci 
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manaqeman~ area to bo established in the norehern pare
of the property, seems 'Co be accepted by South Field 
Farms, and does not appear to be -an obstacle in 
proca~q with our application. . 

Ralph, this is my best recollection of the cain topics 
. discussed at the meetinq. Please call me it' you have 

any quastions or need additiona~ information. 

Sincerely, 

Ml':L:tAll, SWAJ:H " ASSOC:tATES, :INC. 

a~~ 
Arsenio Milian, P.E. 

President 
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May 71 1991 

.. ®m«:~Ii\lglE~ . 
Mr. Tom Beck ~:~ !~~)
Bureau Chief • MAY 21 \991Department of community Affairs 

2740· Centerview Drive 

Tallahassee, FL 32399 ENGINEERING DEPT. 


ae: southfield Farms - Excavation & Water Extraction Permits 

Dear Tom: 
~\, 

As discussed durinq our conversation, :find below' a ~.. 
description of the two different functions to be performed in ~Y ~~ 
the above referenced proj ect. . f I{' 0\/J\ 
Southfield Farms, LTD. V owns a 160 acre site located in the~ ~f'\ ~J "\\ 

southeast quarter of section 7, TWP 51S t RGE 27E, which is "frf . 

approximately four miles east of g.R. 951, frontinq S.R. 90 

(U_S. 41) in Collier county. 


~co Island Utilities plans to construct and operate a raw 

.er pumpinq s~ation and a transmission line, with the 


intention to complement their existinq source and improve the 

- water quality durinq the dry season. A consumptive use 

permit has been obtained from the South Florida Water 
Manaqement District to pump 4 MGD by expandinq an eXlstinq 
trench that was excavated s01:l.e years' aqo as part of a rock 
min~q operation that had been abandoned. . 

~he s~9!1(Lpyglose of !:his ~prot~~_.1.~ to. ,;e;i.ni!:~a1=e. the rock 

mining operation. This use tol111 be closely monitored by 

Marco Island Utilities to prevent contamination or 

degradation oflthe water quality. 


l:n the process of obtaining the necessary approvals, the 

Collier County Planninq Department has determined that 

provisional use permits are.required for both, the raw water 

extraction and themininq operation. The staff is also' 

requestinq clarification from the Department of community 

Affairs whether a DRt should be. required. The two main 

concerns mentioned were related to Chapter 380 F.S. 

Thresholds: a) If the mininq operation exceeds 100 acres per 

year and b) !~ water ex~raction exceeds 3 MGD. . 
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.: 

May 7, 1991. 

I
~ ~~1l\ff~~~ .
: ):........ ·~·U
Hr. Tom Beck 
ts, 

\.... 'i ,
Bureau Chief MAY 21 1991Department of Community Affairs 

2740-Centerview Drive 

Ta~lahassee, FL 32399 ENGINEERING DEPT. 


aa: Sauthfia4d Farms - Excavation , Water Extraction Permits 

Dear Tom: 
~,f 

As discussed during our ' conversation, find below' a .,t~ 

description of the two different functions to bepertormec1 in A(tV ,S 

the above referenced project.. . ;(01'''' ­

JO 
Southfield Farms, LTD. V owns a 160 acre Sit~, located in the1\j~'\: cv \ ~ 
southeast quarter of section 7, 'niP 5J.S, RGE 27E, which is ~ft ' 
approximately four miles east of S.R. 951, fronting S.R. 90 
(U.S. 41) in Collier Coun't.y. 

~co Island Utilities plans 't.o construct and .operate a raw 

.er pumping s~ation and a transm.ission line, with the 


intention to complemen't. their existing source and improve the 

- water quali't.y during the dry season. A consumptive use 


permit hae been obtained from the South", Florida water 

Management Dlstric't. to pump 4 MGO by expanding 'an existing 

trench that was excavated sone years' ago as part of a rock 

min~g opera't.ion that had been abandoned. . 


't~!L~~c;;md ..PY.~9~'L.9~._.!=~is ~PJ~£~j_~,~~J.~..!:_q. teini-;j,ata. th~Ck. 
:!l1ining o!;)eration. 'rhis usa \01111 be closely monitor.a Ey 

Marco Islana-Utilities to prevent contamination or 

degradation of'the wa't.er quality. 


In the process of obtaining the necessa:ry approvals, the 

Collier County Planning Department has determined tha'C 

provisional use permits are ,required tor both, the raw wa't.ar 

extraction and the mining operation. The staff is also' 

requesting clarification from the Department of communi'Cy 

Affairs whether a DRI should be, required~ The two main 

concerns mentioned were rela't.ed to' Chap'Cer '380 F.S. 

Thresholds: a) If the mining opera'Cion exceeds l.00 acres per 

year and b) If water ax'C.raction axcee,ds 3, MGD. 


I ~ I S I IS. t Z AtlW J­
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.!}'".1..JL1. .:Jiliwl. iwaln & A.{socltU£!S. !nc. 


':,:1!S Sown.""" ~J"" it""'""'..11"' ..... F/"nd4 H 14$ 

:!1JJ) ....11..012;$ .:.LY Ij()j) :,S7..r.~ 

.: 

May 7, 1991 

.. ~m~~u\ff~~ .. 
Mr. Tom. Beck [t ~~VJ
Bureau Chief • MAY 21 \991 •Department of Community Affairs 

274Q"Canterview Drive 

Tallahassee, FL 32399 ENGtNEERING DEPT. 


ae: . southfield ~arms - Excavation & Water Extraction Permits 

Dear Tom: 
~\f 

As discussed durinq our . conversation, find below" a ....~ 
description of the two different functions to be performed in ~o~ " 
the above referenced project.· . ;(0 /I'" 
Southfield Farms, LTD. V owns a 160 acre sit~ located in the1..s~": [0',.0 

1 

~ 
southeast quarter of section 7, 'l'WP 51S, RGE 272, which is \\J'I .. 

approximately tour miles east of S.R. 951, fronting B.R. 90 

(U • S '. 41) in Collier County. . 


v-'co Island Utilities plans to construct and operate a raw 

. .er pumping s1:ation and a transmission line, with the 

intention to complement their existinq source and improve the 


- water quality durinq the dry season. A consumptive use 
permit has been obtained from the South Florida Water 
Management District to pum.p 4 MGD by expanding an existinq 
trench that was excavated SOrle years" ago as part of a reck 
miniEq operation that had been abandoned. 

'.ttl~-r~~c:;ond. P}1:;'Pg.:ite of_~his ~~...9.:t~~.J.s_..t.Q. .. ,;oeini-;;i,atEl. the rock 
~Dinl.nq operation. This use w1ll be closely monitored by 
Karcg-yilan~Utilities to prevent contamination or 
deqradation of'the water quality. 

In the process of obtaininq the necessary app.rovals, the 

Collier County Planninq Department has determined that 

provisional use permits are.required for both, the raw water 

extraction and themininq operation. The staff is also' 

requestinq clarification from the Department of community 

Affairs whether a DRI should be. required. 'rl,1e two main 

concerns mentioned were related to Chapter 380 F.S. 

Thresholds: a) If the mininq operation exceeds 100 acres per 

year and b) It water extraction eXceeds 3 MGD. . 
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'the first issue was addressed by provldinq a construction 
schedule in which mininq o'f. the nib acre s1€e w111 be 
CcmpI"ifid in a 10, year : period, ascercnnmq. thae--t:Iiii 
threshold of 100 acres/year will not be exceeded. With 
regard to the water extraction. it is our poslEioH that the 3 
KG]) threshold tor DR! is only related to mininq operations. 
It is anticipated that Southfield Farms ,will nat necessitate 
to pump any water for mininq purposes. The water withdrawals 
proposed for Marco Island Utilities is for water supply 
purposes and therefore does not fall into DCA, I S established 
threshold. . 

As discussed, a clearance letter from DCA articulatinq your 
position would be most appreciated. Please advise i:t yeu 
have any questions or need additional information. Your 
prompt response will be most appreciated. . 

Sincerely, 

MI~, SWAIN & ASSOCIATES, INC. 

a~~/lL
r-- Arsenio Milian, P.E. 

President " 

.' 
'.

'. 
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'the tirst issue was addressed by providing a construction 
schedule in which mining of the 160 acre S1te wll! be 
comple~ea-rn a 10· yeir ,period, ascerEiinin~a~He 
threshold ot 100 acres ear will not be exceeded. With 

. regard 0 e wa er. rae on, sour pos on at the 3 
HGD threshold tor DIU is only related to mining operations. 
xt is anticipated that southfield Farms will not neceBBi~ate 
to pump any water tor mining purposes. The water withdrawals 
proposed tor Marco Island Utilities is tor water supply 
purposes and therefore does not fall into DCA, f S establJ.shed 
threshold. . 

As discussed, a clearance letter trom DCA articulating your 
position would be most appreciated. Please advise if' you 
have any questions or need additional information. Your 
prompt response will be most appreciated. ' 

Sincerely, 

MILIAN, SWAIN « ASSOCIATES, INC. 

a~~#lk 
"""' 	 Arsenio Milian, P.E. 

President " 

" 
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South\vel:lt Florida Regional Planning Council 

';'980 Bayilne DriYe.. 4th Floor. N. FL Mycn. E'L 33917-8009 (818) 995-4a82 

P.O. Box S4S5. N. Ft. Mvers. fL 33918-34.55 SVNCOM 721.7200 /7291. ,.p 

, " FAX 818-9915-01895. ~ 

May 10,1991 

Mr. Tom Beck, ClIct 
BIllC3II of StatcPb.mIing 
Florida ~t Of,Community A1fairs 
2740 CcI:ltcnicw DriYc 
TaUabassee, f1, 32399 

Dear Mr. Bc:clc 

RcgiaDa1 staff m;e:m:.ty was Pa=cl a mpy of a letter to you. from .ArsczIio Miliaa, of.Ml11m. SwI1n " 
As:sodares, lDa:lrponw:d. This letter conecmed a ~ as to whether the South11c1d Farms/Ma.n::o 
Is!aDd. UtDl11cs project in ~Wer County mnstitutcci a miD1I1g DlU. It Js tho opUUon ot SIa1r. UW the 
~ proj«.t. wbk:h would allow the ut1ltty IXImpuy to withdraw .. mi1Uo1'l galJoDS of trcah water pee day 
flom II.1l c:::xistiD.g rock t:rc1\d'I. Tltis WIlter would be used, upon trca1::llltl.llt. by Marco JsIaD4 UUllty Compmy'l 
QlStomerS. R.e:gion.al sta1f believes thaI the projea does DOt c:anstitu.to a deYeloPDlf:IIlt of regiODal Impact. tar 
tho Co11awing rc:zsons: 

T1te lOW acreage mined. per year will DOt ~'100 acres. 

T1te purpose of the pmposed water withdrawals is Cor • water supply ndUty. 
~ 

Although the Soutbfic14 Parms m.\Iling open.tiaA may.benctrt from,the Marco I;sland UdI1tlcs 
operaUou. the udJity's proposal Is ll1depelldcluof the mIniDgoperatlOllaJl£laKJJ4 eoDCdvably 
autJa:st the m.Inh1g pmjca. . 

If Sontl11ic1d Parms .should. ever propose to take over the rode uendl excavadon and wfthc1tawaJs from lbc 
Marco IslaDd UtI,IItles Company, then,the pmjea would b.Da to be re,.,.,mfned. as a poOs.siblo DRr; provided. 
the stated. reasoll for the takeoYcr waS for tuining purposes. IUI4 provided. that the proposccl wflhdrawa.ls are 
still above the ORt tbre:sJ1old requirement of 3 mlWOIl gaIlODS per ciaY'. 

SiIlccrdy, 

SOUTHWEST FLORIDA REGIONAL PLANNING COUNCn. 


~~~ 
Olezm Heath 

Regional PlaI1IIer 


oHler 

1ames SalISbury 

Af5(:nio Milian. P.E. 

Ken Baginsld 
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~ra-ccmaany ccrrespondence 

.: 

MEMORANDUM 

April 4, 1991 

To: Bert T. Phillips ~ ­

From: C.E. Wood <k.~ 
Re: Raw Water supply - Mass Mu~ual Golf Course 

This will confirm our discussion on March 27th regarding the raw 
water supply alternatives to the Mass Mutual Golf Course. Shown on 
Attachment 1 is a sketch of the existing water and wastewater 
system at Marco Island. Shown on Attachment 2 are the improvements 
scheduled for 1991 in this area. 

Our agreement with Mass Mutual requires us to make good faith 
efforts to ~ovide raw water supply for golf course irrigation by 
October 1991. We are protected from undue risk due to permitting, 
zoning, or other regulatory difficulties which would interfere with 
this schedule. Our contract allows 18 months from date of signing 
to obtain these permits and approvals; otherwise the contract is 
null and void: The contract was' signed in March of this year, 
therefore we have until September 1992 to construct. Obviously, 
with construction well:underway, delays beyond the most-recently 
proposed October 1991 date will cause financial hardship on the 
golf course owners • 

• 
The golf 'course agreement calls for them to purchase from us, 

Rates are established by the Marco~between 350,000 to 500,000 GPO. 
Island Tariff even though this pro ect falls outside our~ 

\ certificated area. e current rate s .5 ga , plusa
r{! $lOO/mo BFC. Gallonage charges are proposed to increase to 

"IA) $.74/1000 with the pending rate filing. 

paying $12, SOOO/mo for 2 MGD beginning the first day of the first' 
full month after we take possession of the premises and begin to 
extract water. We also have some protection from regulatory delay 
in this contract, giving us to 8/13/92 to secure all. permits, 
licenses, easements, etc. As in the Mass Mutual agreement,· delays 
beyond this point will negate the contract. 

& .
Water supply for this project will come from the "Dude Project" 

ou e arms. ur ou e eon rae 
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As we discussed, assuming permits were obtained now~ three primary
alternatives could be identified to provide untreated raw water to 
the golf course for irrigation. 

Plan 1 	 Construct the headworks and pumping
facilities on the Dude site, "Section A" of 
the Dude/Collier interconnect, and the water 
main to the golf course. Construct' "Section 
A" with S" pipe which would provide' 
sufficient capacity to only serve the golf 
course. 

Cost $1,000,000. 

Plan 2 Same as Plan 1, except construction "Section 
A" with 1S" pipe which would allow for 4 MGD 
from .the Dude property to the Collier 
property when th~ interconnect .. WaS made in 
the future. 

Cost $1,600,000. 

Plan 3 .... Same as Plan 2, except complete the 
interconnect to the Collier lake, by 
building "Section B". 

cost $2,200 ;000. 

It h-I! r '0­ L LV~ .. ­
.... - I I I 2'7-1, I , I I II I r.o 

The economics for the raw water supply a.1ternatives break down as 
follows: 

I ,! I !- L 
' ..! ,.1", !"' I 



) 
) )! 

PLAN 1 	 PLAN 2 PLAN 3 
Gross Revenue per Year 

@$.S3/1000 current rate $ 68,000 - $9~,900PI . $ 68,000 - $97,900(11 $ 68,00·0 - $ 97,900{21 

@$.74/1000 proposed rate ·94,400 - 136,2S0 94,400 136,2S0 94,400 - 136,250 

operating Expenses per Year 
, 

purchased water 	 $lS0,000 $lS'O,OOO $1S0,000 
". ~ +pumping, labor, maintenance, t~xes, insurance >< 

~ 
\0 
0\Financing Cost per Year $106,080 	 $169,730 $233,370 

(assumes interest rates at 10' 
and 	30 years t~ retire the debt). 

i' 

Total Return (~ss) on Project per Year 

@ $ .53/1000 cu'rrent .rate ($188,080)-($158,180) ($2S1,730)-($221,830) , ($315,370)-($285,470) 

@ $.74/1000 proposed rate ($1~1,680)-($119,830) ($22S~330)-($183,480) ($288,970)-($247,120) 


1) 	 The groBs revenues figures assume a range between ,3S0,000 to 500,000 GPO 

would be sold to Mass Mutual Golf Course 


2) 	 The gross revenues from Plan 3 are understated. Our Dude agreement calls for <IDSouthfield Farms to make available a minimum of 2 MGD. Allowing ·for'350,OOO to 
500,000 gal/day to be sold to the golf course, would allow between 1.65. and 1.5 MGD 
to be sold to other Marco Island customers. Since this .is replacement capacity for the 
Collier lakes raw water capaCity, and we are limited by what we can transmit to the 
island by the present 12" and 14" raw water transmission link, no value has been placed 
on this capacity.

0\"( 
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Due to the uncertainties with the Collier lease (still beinq 
neqotiated) and a desire to minimize our capital outlay until the 
need for the Dude water for Marco Island supply can be more clearly 
justifi~d, we have agreed to go forward with Plan 2. We intend to 
utilize Arsenio Miliari as Pr~ject Engineer on a turnkey basis once 

- all permits and approvals ar~ obtained. 

Subsequent to our meeting, additional permitting wrinkles have 
surfaced. A copy of a memorandum from the Southfield Farms 
attorney is attached which outlines some of those issues. In 
addition, we have asked Arsenio Milian to prepare a memorandum. 
outlining the impact of the Collier Coun~y staff-on this project. 
This memo is also attached. 

cc: Donnie Crandell 
H. .John Losch 
Edward Mangold 
Charles L. Sweat 
Karla o. Teasley
Rafael A~ Terrero 
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CAPITAL AUTHORIZATION REQUEST (CAR) 

'11GnC'l' DElIC I Oud. I'ro2!rt%, O.velo2_nt BlIDCJ:'1' 10\1 1"92 

lUiGIOIII SQuth 110.. 102800 Y••
11__1' DelU 


COIIII'nI CQll1er OIVIaIOIU O'U• !fA 


'LAB'1' 1101 26001 • IIOJ HOIU John taach SSUSI, If!,
_0 
. 

hl.nd'LAB'1' . JW«1 AFUDC, Y 

TIIIS .1\OJJ:c:f IS ItrQUXlIItO 01111 ,;01 !!!!Zl!l.toEX "!!IUi"""t 

LIII'1'IIfG OF lUiQUIIIDIEII'H 1 


'UlU'OS! ' IfECESIIITY. 
'1'll1. pro:!..,t b to repl.ce axbtlng ra" ".ter aupply 1! la••• ""pi.... , llIp..ov. quaUty of "ateI', a ..d to .vold 
datarloratieD of ul.~1 raw Vater lak.... w....k conabta o! coDatruetlng tb. bea_rk. ADd pwoplDg .facilitie..... tile 
0"". &11:&, the Unt portio.., 0" lag, of the Oud./Collia.. lDte..co""..,t, and tbe vate.. _1.. to the Ha.. Hutual Colf 

cour••• contract!QII of tbe fi...t lag vith U" pipe Vblcll _Illd .11_ for • HCO tr....!.r fra. the Dud. property 
to the ColU.r prope.1:1:y WheD the iDtarcoDn..,,, 1. coeplat"" i" "he ruture.. 

s .. Uuc:h"" fo...dditional clarific.Uon. 

. 
~ .. 

.. 
. 

. . . 
coaT U'rIHAn1l IIOUU flUOA XlI{II) SlIDCE1' n:.tUt ...UTD. nt(S.) 'J.'C1'JI:L PlIDJEC'l' 

EDgiD..riDg L~r 750 15,000 

Co"atntc!:1oD L~r 0 
,HJ.ac.l1..._. 

I 
°~r ° ° Hauri&! 0 


L&Dd 0 

contract 0 


lagin_..iD;. 185,000 


Lag.l 0 

Con.tnteti..., 1,000,000 

other ° conUIIQa..c1u 100,000 


SUbtotal 1 300 000 

OVarb••cta 130,000 


""'1'1'" "......" 
=r.u. 10,000 1,'"',157 0 1,"",'51 
!forE, 1'h:la reo ..t h onlv to.. Authorization ot Blld".t Year 1'otal. 

:-:.; J1JI ,x .;.:: ';:: ::~: JUlIFEll :v: HAY!WI APIt 

MOR'1'BLY EXl'ElIIZS ::::: 221 790 ::=?­ 22'f 579 221 711 ::~ 213 178 
«. J1Jl. 

:t­ 219 118 :::::::~ 2HII1' 
:;:: AUO :!'f DEI!::::::!:=: KOVIEI' :!~ 0C'l' 

::~ D:~:: 171 309 !!:: 0 ;~::MOIITBLY EXl'E11I1ES t:~ 0 

0r1q1l1&torl Dati" SlIpenl...... D.", 


00 :* 

Dept.. V.I.t Date. 'realdant' Data' 

I ~I " 

l£ IIi'"" il Illll ,l.;:. ""'--'-' 
A. ·11~'1 

' .. ,.!~.Jji!F~IAr ... !r,)','I",'h::111 ." ... ?

I I I 
 I 
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SCIIZIIULS "AlIT DAD EII'D DAn 
Dude 'l'openy O""elo_",. 02/19/!1 01,01/92 
IlIGlIf'EDlKC.. ........ ' ............................................... " ~ '..................................... '" 02/19£91 04,11"1 

,ceU_ll1ary IlIape"Uo"/Con"epual 0..10" 02/19£n 03/01£11 
stu ,la.. 'upeudo.. 0'£04£91 0'£15191 
Flnal Oea11111 03111191 04£ 1Il91 

,El\II.tTrINQ. • • • • • • • • • • • • • • • • • • •••••••••••••••••••••••••••••••• 0]l11191 a,'O/I1 
OD 113'11'21 11'32'21 
00'r NA HA 

WHO MA I!! 
Co .... ty 05,17111 11I3Oln 

'eJ:1ll1e 1 MA \fA 

'eJ:1ll1t 2,,,,,,,,it 3 
NA 

III 
N6 
NA 

PeJ:1ll1t 4 NA IIA 
CONI'1'ItIlCTIOIl••••••••••••••••••••••••••••••••••••••••••••••••• 12£01l91 01,01l92 

Bld 12lo1191 12131191 
Avard Contract 01115£92 01£15£92 
S\:.Ut to Subata.aUal Completlo" 02/01£t2 07101/92 
IDblt.a"Ual to FiDal Completlon 07£01192 !l7ll1lt2 
Cut1t1".U= 07£01/92 07£31192 

Ill-santee O.aU ................................................................................... 01101£92 01l01£92 

IIIU:AIQlOWK B1C PLAtI'l' ACCQIIlIT InIMIWl (IIAlIlIC). " 

\fMIIC ACCT IMIBElIt DESCRIPTIOII S VUW 

1. ]04.200 I'1'ItIlC'l:lJl!:£S/lMPJIOVS-SOUIlCE OF SUlIPLYIPIIMP PL~ U6,790 

rc· 30t.200 
310.200. 

SIltPLY MAIIIS-SO\I1ICE OF SlltPLY/!IIMPING PLAtI'l'S 

POWD. GIll ~IIIP-SOUl\CE OF !!!!.LYIPIIMP PUII'tS 

684,103 

10',652 
311.200 'UMl'IIIG !!2!!I.-!IO\I1ICE !21: SIltPLY£EIIMPIIIC ,!:.Aft . 1'5,112 

~. 

I. 
7. 
I. 

t. 
10. 
11. 
12. 
13. 

LIII~IIlQ OF IlftlllEKCll'rS 

DI:SCRIPTIOII 

1'. 
15. 
US. 

Nl\l\IIC ACCT liD. OIUIIIlfAL con con 'rD U'1':uur 

l\MO~ SBOULD MATC1I 'l:!71'AL 

SALVAG:I: _ 

TO'1'AL 

PIIOJ1:CT ~ 

~ UTXIIEKCII'r 

1,579.657 
1 "9 657 

1. 
2. 
l. 

4. 
5. 

. 0 
0 
0 

0 

0 

t. 

6. 
7, 
I. 

lQ. 
,11. 
12. 
1l. 

" 

'l'CITAL IIrrllU2!Elf'I' 

0 

0 

0 
0 

2 
0 
0 
0 
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I 
I I ! I I 
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Milian, Swain & Associates, Inc. 
202!Hlcuth..... 32nd A""""", / 

(305}44I-oI2:J FU(305}Mf-968(I 

Arsenio Milian 2.75 hrs. @ $125.00 $ 343.75 

10/4 Revie~ing reports from Missimer & Associates to 
) DER. 

10/7 Review effluent irrigation contract with Collier 
County. Made comments to Scnrank. 

10/28 Conference witn J. scnUman" of Mass Mutual on 
effluent irrigation contract. 

Expenses: 

Fax 

Telephone 


CURRENT AMOUNT DUE 

" 
make checks 

. payable to: Milian. Swain & Associates, Inc. 
bills are due upon receipt 

INVOICE 

Bill To: 

SSU services 
Engineering Department
Attention: Constance Paladino 
1000 Color Place 
Apopka, Florida 32701 

RE: 	 P.O. No.120024 
Work Order # 830-SUR-0002 

service for the month of October 1991 
Marco Raw Water Line: 

Invoice No. 14022-RW 

Date 10/25/91 


in connection with the 
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PURCHASE 

ORDER 


RO.NO. 
RO. DATa 2002' 
.~o.~ .. ~2~~9191 

ItfAPCO ISL~.ND UTILITIES 
• Cf~\!, HINnW1\JW IHUV,.: 
• BAnro ISLAND FL 3:!9:7 

SSII ~;ERVJr:'W 
ACCOUNTS PAYABLE DEPT. 
10~q COLQR PLACE 
ArOfEA FL 327~J 
2028[10 

)0f\500.0~ 
13713.0€ 
J327.!-I~ 

10009.0{1 

/, , 

NOTES 

VENDOR 
NO. 

SHIP 

VIA 


TERMS 

02 • 
03 .' 
0t • 
05 '. 

SSU 
SERVICES 
PURCHASING DEPARTMENT 
1000 COLOR PLACE 
APOPKA. FLORIDA 32703 
(407) 880-0058 

~ 

~ MILIAN SWAIN AND AS!OC.Iti 2(}:? 5 SW ~:!HD. }\ Vf~ 
t~ UIMH f'L 1314'S.... 
~ 

H13018 

BIlST trAY" 

IIET 39 OATS. 
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,- . 
.' ... ' 

~ss.u" • .SERVICES ,. . 

PUNT NO: ~1.I::::tC I 
DEPARTMENT: £~ tU.&,I\ ~;""'I 
IlfOU£STEO IT: L ().;)<,h 

DATE REOUIR£O: 

P.O.. ,I T_. 
j(')I"l~"" 

A,,",'"\U""ld M Gt'"\+ 
f5964 

- IDATE, III/z-sl'l'
REQUISITION FORM 

VENDOR NAME: ('I) I 2"1 c , :5..la 1'1':\ ~ e.l).e..ec SHIP TO: 

ADORESS: ~o::l.5: :sr, t l::tb· ~L't1" ,3,:lDP flail: ADDRESS: 'N : :" -'f 
11li"......i. F, ~3 /I'''S r"," 'i 

"-
PtIONE NO.: '305- !::IYI­ QI~.3 ATTN.: ,~ 

SIIIp Via I F.O.'. I Due OlllOt I C:onll_",To I Ta••"" I 
W.O., 

'o~8 1:;;)0 

LIN Item No. Quanlity U!M Deseripllon (Inelues. p:n. Cli. It. mIg .. model. size. ele., Price Amounl 
. 

tl. ,,.1,, VI "" .1-. I'i I ~ .... I\..,,.,. .......-l f. ...... ," """ ~ ,,. ;",.. 
(J (J I ! 

I Tn,'", 1\ Ilr.. 1"'\"';)' ,1"\r\('I"\.L.,-t. ;n P 1'"1 dO{,)'~ Y , 
J, ...... "" , (". ""',.... ~ D • ,...1 1m I . . ·V, 1\ ."1 .r"' ...... 

~'::l".:l "",..,f"l r:.n 
u G ~ D 

thoO" mdt! !i21 - 13 ';/3 ("Jf
I 

"""V'l ...... '" ~A, ..~ , .~:I,., q~ 

<J . 
1 ,. ...1,.\ .J., I"W'V'. 0 '~' ,.."..\ "D A,O 
I ,. ...n"""" C....... ...J& ~ir.J. l> I "" I'V'V"\ ~ 

((;). .~ Po. "" .............. \ 
-~ I c J 

, 

! ! PI.".! 't'\ ."",4 ~o '+";' ~ I J~. c::; U I r. I 

I 

~OV"LS .. . EXPLANATION Sub-Total 

~...u''L/'./"!J1 001)'1'. eO 1:n * l::CI ,,a--,j'oc;! Fl. Tax 

rf'f }.:::tL II ....JI !.lf~ ~/ Freight
t_><­ I ( 

Othel)I.­ o Non,Budgeleel'--., SBudgeled Total 1/~S'.~ll')i...-: -r 

• 


----------- '-'-- ---- ­
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CHECK DATE 

_t\..Y.\i.~_~YS.!:,~V' ~~_ 

·,'APPROVED BY _.~_____ 

REBUESTEO a..' _______ 

NAME 

'--. Vr 
DUE DATE A001 ---,---------- -----­

AD02 ----,-- -----­
INVOICE U/DESCRIPTION PLANT GIL U MO/YFl AMOUNT 

--- -,.....­

county. Made comments to ~cnranK. 
10/28 Conference with J. Schumann of Mass Mutual on 

effluent irrigation contract. 

Expenses: 
Fax 
Telephone 

CURRENT AMOUNT DUE $ 

makectJecks 


payable 10; Milian, Swain & Associates, Inc. 


, 
-.. J I I I r-­ I"----1-­ J-~~-- --1I 
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FPSC AUDIT DOCUMENT REQUEST 95 

The TaUahassee analysts are concerned about the organization costs relating to purchase of any 
additional plants or systems. In the withdrawn rate case (900329) simUar costs were Included In 
rate base. 

1) What Is the status of these old amounts? . 

2) Are any simUar costs Included In 950495-WS? 

The only organization costs included in the current docket are those that had been approved by the Florida 
Public Service Commission prior to SSU ownership of those plants. In addition, a few plants that had 
been regUlated by counties had organization costs approved in prior rate cases. The organization cost 
dollars involved are immaterial as they relate to Docket 950495-WS ($112,788 in water account 3011 and 
$115,567 in wastewater account 3511). 

I 

.... ,',lI.t I:llA1M 

s:Pt. • .". ()f2, ( 

I 
.4Cf)t.IP 'IV ,.",~"'"'' 

11 -:1, 

-

-
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DOCKET NO. 950495-YS 
 ~q6---------Jl,4r 6'. :t*lfS (I,rfrJ,.,re 
PTY 1996 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT 
JUDy KIMBALL 

ssOTIUTY: tHARLESION J. WIMSIOMROM: 
[AUDIT MANAGERI 

:EQUEST NUMBER: '5 DATE OF REQUEST: '-2:I)-.'S
,UDIT PURPOSE: RATE CASE DI950495-WS 

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: 
(DAIEJ

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: Cl INCIDENT TO AN INQUIRY 
BJ OUTSIDE OF AN INQUIRY

iTEM DESCRIPTION: 

C'eJI"r.r'711£ tJ'i,'8:.H {''l:d7:l'U. 

IJIl
/}OPIT1,J..AL 1t.Jt-J..n"s1JJ.rl 

.-......,.......s wH.e- I/J c'''1JIfi'D /J/SI""'A-A ,"~.. ,.AT.e. CAS"l! ( i'CO$;ter-ws) 
.J.JIf:'I&' (Ito f)Jf"?dVh'T r ~ Tflt:= STI'fTllS of Tr7""·.l- ~ IS/1lr1'/;. IJIJSC , I) WHItT 

of 

Svr...,-y;:;HS. Itt T1f6 '-IT", IJItA".,. ~ 

TO: DATE: ~r'hr 
THE RrQUSTED RECORD OR DOCUMENTATION: 

(1) HAS BEEN PROVIDED TODAY /0/;//t'.s::­
121 Cl CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY ___ 

13} 0 AND IN MY OPINION, ITEMISI ISIAREI PROPRIETARY AND CONFIDENTIAL BUSINESS 
INFORMATION AS DEFINED IN 364.183, 366.093. OR 367.156, F.S. TO MAINTAIN CONTINUED 
CONFIDENTIAL HANDLING OF THIS MATERIAL, THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS 
AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION WITH THE 
DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25·22.006, F.A.C. ' 

(41 THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM) ~ 
. ~9·~r#o:'~!eJT' 7~\::~ 

DISTRIBUTION: () 'v,Y{)'\ 
White: Utility Complete and Return to Auditor 1 
Pink: Audit Ale Copy PSC/AFA·6 (Rev.21951,/ 
Can~tility Retain ~')1 

!~I! • p~Ie~Pt.. 

11.1~1 
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.f' 0-00 T 

G) 32,860-00 + 
001 

32'860-00 S(l/D pf!pk"r,.~ 60 • + 
'J)v~ "'r'O 1J 60 a• + 

OPt... It>Jf 1'947· +@ 2,348 • +Pn(A~"~f' 2'265- + 
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-EXHIBIT RFD - 6 (PAGE 1 OF 2) 
SOUTHERN STATES UTILITIES, INC. 

---------- DOCKET NO. 950495-llS 

.=.--~~-------- PTY 1996 

aVDn' DZSCLOSUJUI 110. 17 

8UBJBC'f1 ~UJUI PLan' ItBJIUlIDtG III U'l'ZLZn PLan' %JI 8B1LV1CJ1 
,,~

.·UaC'fSI '!'he audit statt asked Southern states to reconcile its
tt" General Ledqer water and sewer utility Plant in Service balanc.. as 

ot 12-31-94, to those balances in the MFR's. 

(t)
~southern stat.. beqan its reconciliation by addinq $34,908,326 ot71 Plant Held tor FUture Use (Account 103) to booked utility Plant in 

~/' Service (Account 101). (See Exception Ho. 1.) 

SSU then redu,_~io .bal...... by thetu-.. ... P,ort,ion relatinq to' county plants $1,387,592 and the land held tor tuture use amount ot 
~. ~437 ,839. '!'he ramaininq amount reconciled with the SSU piledy, ~ .' ~ Utility Plant in service Accounts. (#1010) 

OPZIIZOlU It appears as tho'i.lqh'tha:re is $33,082,895 of Plant Held 
tor FUture Use ramaininq in the SBO General Ledqer amount which 

~ reconciled to the MPR Plant balances. ('!'he tuture use portions ot 
that reconciliation is extracted in the calculation below.) 

FU'l'URE PLAN'I' 
ONLY 

FUture Use Plant 1030 ~.'f:.' $34,908,326 

Less county Plants '1''" 
FUture Use 1'()30 (1,387,592)' 

FUture Use Land 1030 437·839) 

Total Ramaininq 1030 $33,082,~89~r .... ~t1 S 

'!'he FPSC Enqineers assiqned to review Future Use Plant should be 
aware that SBO teels that accordinq to its classitication there is 
$33,082,895 ot future plant in its tiled UPIS balances. . , , - . 

COXPUY COJOUDI'.rS I CompanYlIIaY respond at a later date • 

-
. 

"*-­

<'" ptt\.
"'" 

I I 

I I I 

,I ", 
I 

j\. k( ~I~ ,-.'\:: ---.. :;fJ I Ilg.I A}.: 

~...V/I,I' "14;.....,.~0\1P 1'" ,1')1l1 4!\-1!o'l'!' I 
3.. I , 

http:COJOUDI'.rS
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ssu EXHIBIT RFD - 6 (PAGE 2 OF 2) 
----------- 1>#950495-\lS Ow------------DDC P'a~',s;.I+e", 

"..... PTY 1996 

SOUTHERN STATES UTlUTIES I
1994 

UTlUTY PLANT IN SERVICE 
MFA'S FPSC REGULATED TO GL TOTAL COMPAN 

RECONCIUATION 

12131194 Balance per GL (Total Company) 
1010 
1030 

Total CompanY Plant 

less County Plants: (Hemando, Hnlsborough, Polk) 
1010 - Water &Sewer 
1030 

Total County Plant 

Total FPSC Regulated Plants 

leconciliation items: (see attached) 

Water 

Sewer 

GP 


"..... 

GL Balances not picked up In MFR's (Plant 00001) 
County &Gas portion of.Allocated GP 
1030 Land held for future use 

Balances per MFR's - FPSC ALL PLANTS (June 28 filing) 
Vol illS of 61994 A-S(W) 
Vol III 6 of 6 1994 A-6(S) 

Variance from MFA Historic Ending Balance to GL 
Immaterial difference 

274,181,869 A 
, ® --:2: 3419081328 B 

,"t''\,.. 

@ 
\"'\,.. 

41.142 
(196.585) 
{1681642} 

(f).. 
 ~ 


309.070,195 

Z: 
30.864,883 
113871592 

32,252.455 

I 
J 

276,817,740 

C 
0 
E 

(324.085) 

(8,286) F 
(S.804.867) G 

{4371839t H 
270,244,663

\""1..­

149,079,749 
121 1168,847 
270,248,596 

1.933 

" 

~ 2:26 PM RECON2.xt.S 

" 

I I 

/' 

~~.t, Il I: ~,'< V I!:;.( ,f}, P'L ItJ '?tr~ ~ ilVI lIT , , J\ ;;;" ->0"'_ 

, .':J . 
T I !I I 

'f ~l. 
J. .1 



EXHIBIT RFD - 7 (PAGE 1 OF 21) 
_________ SOUTHERN STATES UTILITIES. INC. GGelDOCKET NO. 950495.WS 

---::7""' PTY 1996.......------- ­

AUDX~ DXSCLOSDRB 18 

SUDJB~I ORCDlrIZATXOB COSTS 

I'ACTS: Document Request No. 95, was dated September 26, was for _.._'" 
Orqanization Cost removal documentation. Southern states provided ~ 
the information to the audit staff on October 11, 1995. ~ 

It 1)11(.,,.,,,.,, 
The last day of field work was OCtober 13, 1995. JR:ttr,,\f p. 
OPXNXON: The audit staff believes that the above is a violation~~_,
of FPSC Rule No. 25-30.450 Audit Provision. (See Exception 1~) 

I 
'£ 	

Due to time considerations, only a judqemental sample of two 
}journal entries of the documentation supplied-could be analyzed. 

The first was for the removal of $20,080 of orqanizati.on cost.s. • Of l'f:~ 
that total, $17,563 or 87.29% was transferred to other Rate Base 
accounts. $1,009 or -5.02% went to Various Expenses and $1,548 or 
7.69% went to Acquisition Adjustment and Nonutility Expenses. 

'-V 
The second transaction analy.zed consisted of a twelve-paqe journal 

entry to correct Orqanization Cost Accumulated Depreciation. A 

total of the requlated Accumulated Depreciation Account (#108.110) 


~et reductions was taken. A total of the offsettinq Accumulated 
Amortization of Acquisition Adjustment Account (#115.00) was taken. 
The followinq totals were accumulated from this journal entry for 
water and sewer combined. 

Debit # 108.110 

Credit # 115.000 

Given the problems associated with these Journal Entries and the 

lack of time for analysis , it is recommended that this issue be 

reviewed further by the Commission. 


COMPANY COMKE!r.l': Company may· :responaat a l.aterdate. 

I 
! 

I I' 

I 1 
·c~i1C; ~c.l' ~ rmD . I)\f.. , . /LJ.o, . !-
I I . 2Q ..lJ. 
I I 

.1.. __.._.," jl. -~~, .... Il~~~ 
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EXHIBIT RFD - 7 (PAGE 2 OF 21) 

SOUTHERN STATES UTILITIES, INC. 

--------- DOCKET NO. 950495-\15 Db) 

--=-------- PTY 1996 
-'_/'----~-=~-=----------~=-=--==-=-=--=======-===-= 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT 

): 
nLITY: $'$£1 

(JlAr~ ~tflN REOOESTI 

DATE OF REQUEST: '1>-11-15 (3:3~ 

REQUEST THE FOLLOWING ITEM{S) BE PROVIDED BY: 
REFERENCE RULE 25-22.006, F.A.C •• THIS REQUEST IS MADE: 

(bATEI 
[J INCIDENT TO AN INQUIRY 
.B OUTSIDE OF AN INQUIRY 

~OM: 

'"3S, .1 

1)4'C ~"'l*I~3 

z) 

'DtUV"'ItITS ,1/ 81Nf1'IIi/If fl oJ< 

0: ...DATE; 

HE REOUESTED RECORD OR DOCUMENTATION: 

111 ~HAS BEEN PROVIDED TODAY· 

121 I: 'CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY ___ 

(3) 0 AND IN MY OPINION, ITEMIS) ISIARE) PROPRIETARY AND CONFIDENTIAL BUSINESS 
INFORMATION AS DEFINED IN 364.183. 366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED 
CONFIDENTIAL HANDLING OF THIS MATERIAL. THE UTIUTY OR OTHER PERSON MUST. WITHIN 21 OAYS 
AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION WITH THE 
DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25·22.006. F.A.C. 

14) [J THE ITEM WILL NOT BE PROVIDED. ISEE ATTACHED MEMORANDUM) 

~~' 4iJ..d kr vf, r;~ " 
IGNATURE A~D~TI.E OF ResPONOENT~<y1 (If 

lISTRIBUTlON: 
"\/hite: Utility Complete and Return to Auditor 
'ink: ~ File Copy . PSC/AFA-6 IRev.2195) Ib'b? 
:a08I ility Retain 

I 

- I 

- i

It .. ........ 
 ..'. = I:a~1'1
'}, 
 7-+ fb.1 ),
iI".' 
 ,.. .-. 
. '.1qlJlTi-l 7')8"1.trOMP ~\f ,,' 81~;-." .',111 



EXHIBIT RFD - 7 (PAGE 3 OF 21) 

ssu t f' 
----------- D#950495-'lJS ---Ci'¥.W:<::../:....·---------­

(')Q5, , 

PTY 199~ 

f,'r ; Cltl.(jr CALC, 
Quick Org Cost Audit for D#950495-WS RDodrill 

When Southern States did provide workpapers supporting Organization 
Cost removal, there was only time to sample the information that was finally 
provided. The first Journal Entry to remove $20,080 Org Costs is analized below 

Note that the debits are transferred primarily to other rate 
base accounts and credits (AID) below are transfered below the line 

ORGANlZAll0N COST TRANSFER SAMPLE 
l't·(' 

302.100 Franchise and Concents ~ 14,533.04 

303.300 Treatment Land & Rights 2,990.59 

105.07 Const. Work in Progress 

Rate Base Debits 

3~.37 

-------... 
17,563.00 87.291J, 

620.3 etc Various Expenses 1,009.18 5.02% 

114.20 Aeq Adjustment 
426.11 Nonutility Expenses 1,548.00 7.89% 

-------... -------­
20,120.18 100.00% 

101.10 Organization Costs (20,120.18) 100.00% 

A later journal entry to correct Aeeum. Depree. was also briefly 
looked at. An. adding machine tape (yes we still do this stuff) of the net 
debits and credits to REGULATED ACCUMULATED DEPRECIATION 
disclosed that lie net entry ... a CHARGE to AID $152,709 
and a Cr to Accum. Amort of Acq. Adj. $128,652 Water 
Sawr Combined. 

Acomplete audit of the D/R 114 workpapers would have been possible if 
Document Request #95 would have been provided on time. It should be noted 
that no Original documents were provided and 
EXPENSING of the. charges ramains a pasatbilily 

http:20,120.18
http:20,120.18
http:1,548.00
http:1,009.18
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FOR 
HYPOTHETICAL COMPANY 

PUMP 
& 

CHLORINATE 
GREENSAND 
FILTRATION 

AERATION 
AND/OR 

STORAGE 
LIME 

SOFTENING 
REVERSE 
OSMOSIS 

RATE BASE $ 134,128 $ 358,151 $ 574,867 $ 956,067 $ 1,991,005 

OPERATING REVENUES 
- OPERATING EXPENSES 
= OPERATING INCOME 

140,093 
125.182 

$ 14,311 

193,780 
155.566 

$ 38,214 

219,204 
151.866 

$ 61,338 

350,712 
248.700 

$ 102,012 $ 

687,615 
~15.176 
212,439 

RATE OF RETURN 10.67% 10.67% 10.67% 10.67% 10.67% 

RATES USING ~O/60 SPLIT 
BASE FACILITY 
GALLONAGE PER 1,000/GAL 

$ 9.34 
$ 1.32 

$ 12.92 
$ 1.82 

$ 14.61 
$ 2.06 

$ 23.38 
$ 3.29 

$ 
$ 

45.84 
6.46 

AVERAGE MONTHLY BILL $ 23.39 $ 32.30 $ 36.54 $ 58.40 $ 114.61 

EACTOR FROM EUMP &CHL.QRIf'.1ATE 1.0000 1.3806 1.5621 2.4967 4.8995 
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I. 	 ...cutiv. lu.aary 

AUDIT PURPOSB: We have applied the procedures described in 
section II of this report to the appended exhibits as filed by 
Southern states Utilities, Inc. to support the Rate Case Docket 
Number 950495-WS for the projected twelve-month period endinq
December 31, 1996. Also, the Company's books and records were 
examined to determine compliance with Commission directives and 
to disclose any transactions or events that may influence 
Commission decision. 

8COP. LXKITATIOB: Due to untimely response from the Company, 
the Audit Staff could not properly audit orqanization Costs. 
See Audit Exception Number 10. 

There are confidential work papers associated with this report. 

The last day of field work was october 13, 1995, and the audit 
exit conference was held on October 26, 1995. 

DISCLAIM PUBLIC USB: This is an internal accountinq report 
prepared after performinq a limited scope audit; accordinqly, 
this document must not be relied upon for any purpose except to 
assist the Commission staff in the performance of their duties. 
Substantial additional work would have to be performed to 
satisfy qenerally accepted auditinq standards and produce 
audited financial statements for public use. 

OPIHIOH: Subject to the procedures described in section II, the 
Company books and records for the projected test year endinq 
December 31, 1996, are maintained in substantial compliance with 
Commission directives. 

SUKKARY ~IHDIHQS: 

BKceptioD8: 

1. 	 The MFRs did not allow for expedient review. 

2. 	 The Company should reduce Marco Island Water land account 
by $5,529,200 or $7,323,200 usinq the direct acreaqe method 
or the lump sum purchase method of allocation, 
respectively. 

3. 	 The Company should reclassify $886,409 in deferred debits 
to nonutility expenses related to abandoned projects. 

4. 	 Due to the miscalculation of purchased water adjustment,
the projected 1996 adjustment should be increased by $9,648 
and Requlatory Assessment Fees should be decreased by
$3,116. 

1 
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5. 	 The Company shoulcl be requirecl to recluce 1996 0 " M 
Expenses by $208,776 because they are for shareholcler 
services. 

6. 	 The Company incorrectly wrote off an abancloned project for 
$19,143 to Contractual Services. 

7. 	 Accumulated Amortization of CIAC is overstatecl by $10,451. 

8. 	 An abandonment project at Deltona Lakes was aisclassifiecl 
to Contractual Services for $12,491 in 1996. 

9. 	 An abandonment project at Spring Hill wastewater Treatment 
Plant was aisclassified to Contractual services for $15,099 
in 1996. 

10. 	 Due to untimely response from the Company, the Audit Staff 
could not properly auclit Organization Costs. 

Disclosures: 

1. 	 The Company has condemnation projects at Deltona Lakes ancl 
Marco Islancl. 

2 • 	 Lehigh's lancl aclclitions, representing Future Plant in 
Service, shoulcl be removed from current rate making
consideration in the amounts of $120,840 ancl $260,562 from 
water ancl wastewater, respectively. 

3. 	 Audit staff could not cletermine if Sugarmill Woods 
Wastewater CIAC is properly stated. 

4. 	 Audit staff believes that the current balance for 
Hillsborough/Seaboard rate base may be overstatecl because 
of the effects of a water purchase agreement. 

5. 	 The Company classified the hauling of treatecl effluent as 
recurring rather than explore a more cost effective method. 

6. 	 The Company was unable to explain its consultant 
aethodology for the 1996 conservation elasticity
adjustment. 

7. 	 The Company incluclecl conservation expenses of $524,425 in 
its 1996 0 & M Expenses; however, it has no Commission­
approved conservation program. 

8. 	 Audit staff believes that the Company's buclgetecl purchased 
power for Deltona Lakes is overstatecl by $56,916. 

9. 	 The Company shoulcl be required to recluce 1996 0 & M 
Expenses by $22,753 for erroneously inclucling purchased 
water amounts in the filing. 

2 
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10. 	 The Company's "Hurricane Preparedness Program" expenses 
should be classified as non-recurring; therefore, they
should be reduced by $7,736. 

11. 	 Audit staff believes that the amount budgeted for the 
company's Hepatitis Immunization program represents non­
recurring 0 & M expense and should be reduced by $14,508 

for 1996. 

12. 	 The Company should be required to remove Accrued Interest 
Receivable from its working Capital Allowance for $167,966 
in 1996. 

"13. 	 The Company should be required to reduce its amortization 
expense $78,240 and increase its unamortized balance 
$117,331 in 1996 for the miscalculation and the inclusion 
of AFUDC in its Seaboard Wastewater Plant Abandonment. 

14. 	 The Company's Preliminary Survey and Investigations 1996 
balance should be reduced $1,849,076 based on the wide 
variance between actual and projected amounts and improper
documentation. 

15. 	 The Company's salary attrition rate used to determine 1996 
wages was incorrectly stated in the filing resulting in an 
overstatement of $16,764. 

16. 	 The Company incorrectly estimated the new president's
annual salary. 

17. 	 The Company included "Plant Held for Future Use" in Utility
Plant in Service accounts for $33,082,895. 

18. 	 The Company violated Commission rules concerning the 
untimely response to Document Request No. 95 that requested
information on the Company's organizational cost. 

II. 	 Audit Scope 

The opinions contained in this report are based on the audit 
work described below. When used in this report, Compiled means 
that audit work includes: 

COMPILED - means that the audit staff reconciled exhibit amounts 
with the general ledger; visually scanned accounts for error or 
inconsistency; disclosed any unresolved error, irregularity, or 
inconsistency; and except as otherwise noted, performed no other 
audit work. 

EXAMINED - means that the audit staff reconciled exhibit amounts 
to the general ledger; traced general ledger account balances to 
subsidiary ledgers; applied selective analytical review 
procedures; tested account balances to the extent further 
described; and disclosed any error, irregularity, or 
inconsistency observed. 

3 
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RATB BASB 


PLAKNIBG: Read direct testimony of Judy Kimball, Scott Viermia 
and Morris Bencini. Attended initial D#950495-WS audit meetinq 
at SSU headquarters. 

U'l'ILI'l'Y PLAB'l' IB SERVICB: Calculated Southern States utilities 
(SSU) Rate Base materiality thresholds for this audit. 
Materiality was calculated usinq filed rate of returns and 
standard corporate income tax rates. Scheduled both water and 
sewer year-end plant balances per plant for 1993 throuqh 
projected 1996. Sorted plant additions per plant by year for 
samplinq purposes. Requested material CWIP projects for 
detailed review. 

LABD ADDITIOB: Read documents supportinq $9.2 million property
acquisition costs associated with Collier condemnation. 
Requested and read five appraisals of condemned Collier Property
Pulled land addition detail for samplinq to a separate schedule. 

DBPERRBD DBBITS: Obtained and read an aqreement between SSU, 
City of Naples and Florida cities water Company. Read 
documentation of water source acquisition efforts in an attempt 
to qain an understandinq of the overall necessity for 
expenditures • Requested and read associated stUdies and reports
for the same reason. 

COBSTROC'l'IOB WORK IB PROGRBSS: Requested and read the SSU CWIP 
Practice and Procedures. Verified CWIP direct payroll charqes 
D/R #102. Verified AFUDC Computation methodoloqy D/R #102. 

ACCOMOLATBD DBPRBCIATIOB and DBPRBCIATIOB B2PBBSB: Requested 
that SSU employees provide depreciation workpapers and 
reconciled MFR Accumulated Depreciation with the General Ledqer. 

PLAB'l' TOUR '1'0 COLLIER COUl1'1'Y - Septeaber 11 and 12, 1"5: 
Interviewed City of Naples utility Director Dan Mercer obtaininq
information about interconnect project and outstandinq 
aqreements. Visited Collier County water manaqer's office about 
outstandinq aqreements. Picked up three aqreements between 
Collier County and SSU or Deltona. Interviewed Marco Island 
homeowner for insiqht into Marco utility service. IntervieWed 
a principal of TGL Enterprises, a Collier County farminq
partnership. Researched Marco Island condemnation newspaper
articles at Collier PUblic Library. Visited Collier county
appraiser's office to verify property in Collier county with 
Property Tax invoices found in Audit Workpapers. (TAXES OTHER 
THAN INCOME section) Also obtained land maps and verified 
recorded aqreements and condemnation order. 

CIAC (COB'l'RIBO'l'IOBS-IB-AID-OP-COBSTROCTIOB) UD axORTIIATIOB: 
Compiled the Company's CIAC and Amortization schedules. 
Reviewed the Company's General Ledqers, Cash Receipts Ledqers, 
and Billinq Reqisters for CIAC addition. 

4 
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WOUIHa caPI'IAL aLL01lUlCB: Recomputed Workinq Capital Allowance 
usinq the 1/8 of operation and Maintenance Expenses method for 
1994 and 1995. Recomputed the Balance Sheet Method for Workinq
Capital Allowance for 1996. Judqementally sampled the 1996 
amounts for the proper amount, inclusion, and period. 

"'I OPBRA'IIHG IHCOMB 

Jt.BVDUBS: Compiled the revenues for 1994. Recomputed the 
revenues for 1995 and 1996. Recomputed a sample of the revenues 
per tariffs. 

OPBRA'IIOHS UD DJ:11'lB:.RA:HCB BUDSBS: 

for Centralized Laboratory Facilities. 

1) Compiled and determined that operation and maintenance 
accounts are accumulated and classified in compliance with 
Commission Rules and the Uniform System of Accounts. 

2) Determined that operation and maintenance cost accountinq
is in compliance with management policy. 

3) Determined that disbursements are only for authorized 
expenditures incurred and properly recorded in the correct 
account and dollar amount. 

4) Determined that allocated cost are consistent with prior 
periods and that the basis and methodology are reasonable 
and mechanically accurate. 

5) Determined that the filed exhibits aqree to the results of 
the audit. 

6) Determined the existence of related party transactions and 
that they appear prudent and competitive with non­
affiliated transactions. 

7) Scanned and recalculated Company' s 
projected 1996 test year filinq. 

adjustments to the 

8) Scanned and recalculated a sample of Interim 1995 
expenses to test for accuracy and reasonableness 
compared to 1994 historical filinqs. 

O&M 
as 

9) Examined the 1994 base year amounts for O&M expenses and 
compared them to the corresponding budget 1995 amounts. 

10) Obtained and enclosed in audit work papers the following 
company documents; 1995 Budget Variance Report, 1995 
Itemized Salary Expense by line position, and 1996 Budget 

TAZBS OTBBR TBAB IBCOMB: Compiled the Taxes Other Than Income 
for 1994. Sampled the Taxes Other Than Income for the proper 
amount, period and classification. 

5 
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COST 01' CAPITAL 


Compiled the Capital structure for 1994. Traced debt components 
to the debt agreements to determine the proper rates and amounts 
for 1994. Traced the customer deposit amounts to the customer 
deposit ledgers for the twelve months of 1994. Recomputed the 
1995 and 1996 Capital structures. 

onSIDB AUDITORS' RBPORT I The Company • s external auditor' s 
report for 1994 was reviewed for items pertinent to this rate 
proceeding. 

BOARD 01' DIRBCTORB K%BUTBS: The Company's Board of Directors' 
Minutes were reviewed for items pertinent to this audit from 
1991 to June 1995. 

6 
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AUDIT BXCBPTIOB BO. 7 

8UBJBCTI CUC UOJt.TIDTIOB - OVBB.8TATBIIlDIT 

~ACT81 In FPSC Document Request #22, the Company was 
reques~ed to reconcile the difference between the book amount 
and the MFR amount for amortized CIAC for the Deltona Lakes 
water and wastewater accounts. The reply delineates part of the 
difference as being attributable to a sale to Volusia County
which resulted in a retirement to the CIAC water of $ 10,451. 
The Company states in its response, "It appears that the MFRs 
did not pick up this retirement of amortization which accounts 
.for $10,451 of the total difference. In other words, water 
accumulated amortization on the MFRs is overstated by $10,451." 

OPIBIOB/RBCOKKBBDATIOB: The Company has reported an incorrect 
item on a filed exhibit. MFR A-13 did not include a retirement 
in the amount of $10,451. The Commission should adjust the CIAC 
balance for the Company by the $10,451 that is in error. 

COKPUtY COJDCBJrl'S: The Company may respond at a later date. 

21 
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&UDI~ OCB"IOlif lifO. 8 

8UBJBC'l1 DBLTOD U1tBS UUDODD PROJBC'.r 

~acTSI The Company started a project to build a 1 MG storage 
tank and a building for well #10 at its Deltona Lakes Plant. The 
project was abandoned at the end of 1991 due to a potential
sinkhole problem. The project cost $49,009 was transferred from 
preliminary Survey and Investigations into Operations and 
Administrative Projects, Account Number 1862, and included the 
Working capital Allowance for 1996. 

The project is being amortized over a four-year period beginning 
1/1/93 at $12,252 (49,00~ / 4) per year ending 12/31/96. In 
1996 the Company indexed the $12,252 by 1.98% to $12,491. The 
amortization expense was charged to Account Number 6353, 
Contractual Services - other. 

The Company used 1/8 of Operation and Maintenance Expense for 
1994 and 1995 to determine working capital Allowance and the 
Balance Sheet Method was used for 1996. 

OPIlifIOlif/UCOJDIDDA'.rIOll: The Company should be required to write 
off the abandoned project to either Miscellaneous Nonutility
Expense, Account Number 426, or Miscellaneous Expenses, Account 
Number 675, as determined by the Commission. Therefore, Account 
Number 6353 should be reduced each year by $12,252 for 1994 and 
1995 and $12,491 for 1996. 

The Company should be required to reduce Working Capital
Allowance for $1,532 (12,252 / 8) in 1994 and 1995 if Account 
Number 426 is used for the amortization expense. 

If the Commission rule that Account Number 675 should be 
charged, then consideration should also be given for the 
elimination of the above $12,491 from expenses at 12/31/96. 

COKPAlIfY COJDIBR'.rS: The Company may respond at a later date. 

22 
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&UDIT KZCBPTIOB BO. , 

SUBJBC'1' I SPRIBa JlILL 1IU'l'nA'l'D 'l'RD'1'JIJD1'1' PLAI1'l' BUDSlOB 

W&C'1'SI The Company included $55,361 in Operations and 
Administrative Projects, Account Number 1862, for an abandoned 
proposed 2 MGD addition to Sprinq Hill utilities Wastewater 
Treatment Plant located in Hernando County. 

The project is beinq amortized at $15,099 per year beqinninq 
1/1/94, with the balance beinq amortized until 8/31/97. The 
amortization expense was charqed to Account Number 7315, 
Contractual Services - Enqineerinq. 

The Company used 1/8 of Operation and Maintenance Expense for 
1994 and 1995 to determine Workinq Capital Allowance and the 
Balance Sheet Method was used for 1996. 

OPIBIOB/RBCOKIIDDA'l'IOB' The Company should be required to write 
off the abandoned project to either Miscellaneous Nonutility 
Expense, Account Number 426, or Miscellaneous Expenses, Account 
Number 775, as determined by the Commission. Therefore, Account 
Number 7315 should be reduced each year by $15,099 from 1994 
throuqh 1996. 

The Company should be required to reduce Workinq Capital 
Allowance for $1,887 (15,099 / 8) in 1994 and 1995 if Account 
Number 426 is used for the amortization expense. 

COKPAKY COKHBHTS: The Company may respond at a later date. 

23 
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AUDIT DISCLOSURE NO. 1 

SUBJECT: DELTONA LAKES AND MARCO ISLAND CONDEMNATION PROJECTS 

PACTS: The Company included in its 1996 Working Capital 
Allowance condenmation projects for Deltona Lakes and Marco 
Island. The condenmation amounts were included in Operations 
and Administrative Projects (OAPS), Account Number 1862. The 
condenmations are being amortized over a 
Miscellaneous Expense, Account Number 6758. 
each project are shown below: 

15-year period to 
The particulars for 

DELTONA LAKES MARCO ISLAND 
PROJECT #90EN010 PROJECT #91ES027 

Beginning Date 1/31/91 1/31/94 

Ending Date 12/31/05 12/31/08 

Original Amount $ 319,083 $ 167,788 

Annual Amort. Expense 21,273 10,634 

Unamort. Bal. 12/31/96 $ 191,455 $ 135,753 

OPINION/RECOMMENDATION: This disclosure is for informational 
purposes. 

COMPANY COMMENTS: The Company may respond at a later date. 

25 




EXHIBIT CJW - 1 (PAGE 13 OF 22) 


&UDIT DISCLOSURB BO. 3 


of CIAC (MFa A11-W) and CIAC Wastewater (MFR A-11-S) 

SDBJBCTI cnc - DROR IB PRIOR KJ1ta 
SUGUJlILL WOODS 

~&CTSI . The Company reduced the beginning balance, 12/31/91, 
- water 

for sugarmill Woods in the amounts of $87,080 and $1,116,283, 
respectively. The Company, in reply to FPSC Document Request
#38, said that incorrect amounts were included in the MFRs filed 
in Docket #920199-WSi however, the books were correct. The 
Company was able to reconcile the difference in the water 
accounts. Neither the Company nor the auditor could reconcile 
the difference in the wastewater accounts. The auditor 
reconstructed the "book balance" as of 12/31/91. At that point
there was a difference between the Company's books and MFRs in 

.the amounts of $86,067 for water and $1,102,389 for wastewater. 
In accordance with FPSC Order #93-0423-FOF-WS the Company
subsequently reduced CIAC water in the amount of $1,012 and CIAC 
wastewater in the amount of $13,893. The combination of the 
difference between the Company's books and MFRs as of 12/31/91, 
and the rate order adjustments equal the Company's adjustments 
to the MFRs in the current rate case. 

OPIBZOB/RBCOMXBBDATIOB: There is a definite difference between 
the amounts as filed in Docket #920199-WS and the financial 
records of the Company as of 12/31/91. The auditor did not find 
any errors in the "booked amounts." Since incorrect amounts 
were filed in the last case, it can not be determined by the 
audit staff what adjustments would have been made to the 
Sugarmill CIAC if the correct amounts were filed. The 
Commission will have to determine if the full amounts, as 
deducted by the Company, are applicable for the current rate 
case. 

COMPAKY COKNBBTS: The Company may respond at a later date. 
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AUDIT DISCLOSURB BO. 12 

8UBJBCT I WOUIBa CUITAL ALLOWUCB - ACCRUBD IftDll8T :UCBIVULB 

1'AC'1'81. As required by the Commission, the Company used the 
balance sheet approach to compute Working Capital Allowance for 
1996. For 1994 and 1995 1/8 of 0 & M was used. 

In 1996 the Company recorded $167,966 for year end and $204,043 
for 13-month average balance in Account Number 1710, Accrued 
Interest Receivable. 

OPIBIOB/RBCOKMBBDATIOB: Commission policy has been to exclude 
interest expense and interest bearing accounts for ratemaking 
purposes. Order Number PSC-92-1359-FOF-WS, page 5, addresses 
this issue. 

If interest expense and interest bearing accounts are excluded 
for ratemaking, then the accrued interest receivable account 
should also be excluded. 

The Company should be required to reduce Working Capital 
Allowance for the above amounts recorded for Accrued Interest 
Receivable. 

COKPABY COKMBBT8: The Company may respond at later date. 

40 
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AUDI~ DI8CL08URB BO. 13 

.acT81 . The Company recorded an original amount of $656,626 for 
the Seaboard wastewater Plant abandonment located in 
Hillsborough County. AFUDC (Allowance for Funds Used During 
construction) for $19,590 was included in this amount. Per 
Commission Rule 25-30.116 AFUDC is included for CWIP 
(construction Work in Progress) and not for abandonments. This 
amaunt was included in Rate Base, line item other, for 1995 and 
1996. 

The amortization period for the above amount is for five years 
beginning 4/30/95. 

OPIBIOB/RBCOKKBKDATIOR: The Company miscalculated and included 
AFUDC in the calculation of the above abandonment amount. The 
Commission should adjust the Company's accounting for the plant 
abandonment per the following: 

Item Per Recomm. Per 
Company Adjs. Audit Reason 

Ori9inal Amt 4/30/95 $656,626 $(19,590) $637,037 AJ'UDC Disallow. 

Amortization Period 5 7 12 Miscalculation 

Monthly Amort. $ 10,944 $ (6,520) $ 4,424 AJ'UDC/Miscal. 

1996 Amort. Bxpense $131,328 $(78,240) $ 53,088 AJ'UDC/Miscal. 

1996 Unamort. Bal. $426,802 $117,331 $544,133 AJ'UDC/Miscal. 

1996 Average Bal. $492,466 $ 78,211 $570,677 AJ'UDC/Miecal. 

See Schedule 1 for the calculation of the above amounts. 

COKPABY COVVBMTSI The company may respond at a later date. 
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EXHIBIT CJW - 1 (PAGE 16 OF 22) 


Schedule for Audit Disclosure .0. 13 

Schedule 1 

0' Per Company Per Audit-
Item 12131194 Audit 12131/94 

PiannnServiee 
Balances 
--886:966 

Adjustments Balances 
886:966 

Accumulated Depreciation (600.926) (800.926) 
CIAC 
Accumulated Amortizaiton 

(58.546) 
19,723 

(58.546) 
19,723 

Rate Base @ 12131/94 47,217 _--.£.211­

Estimated Cost of Removal 609,410 (19,590) 589,820 

Net Abandoned Plant Basis r G~M27' ~~590J "G3Ul-ll 
1994 Depreciation Expense 47,964 47,964 
1994 CIAC Amortization 
Retum on Rate Base 

(3,166) 
6,370 

(3,166) 
6,370 

Net Depreciation Expense r:::::1~=?~~ - ·;:S;~7Q: 51J68Jl 
Eslimated Remaining lile - Years 1 11 12 (1) 

Actual Amortization Period Used 5 7 12 

Amortization Amount - Monthly 10.944 (6,520) 4.424 (2) 

1995 Amortization Amount 96,496 (58,660) 39.816 
(MONTHLY AMORT IZATION X 9 MONTHS) 

1996 Amortization Amount 131.328 (78.240) 53,086 
(MONTHLY AMORTIZA nON x 12 MONTHS) 

Amortization Schedule - Per Audit 

Monthly 
Amortization Unamortized 

12 y_u. Balance 

12131/95 Balanco (637,037 - 39,616) 597,221
Jan 96 4.424 592,797 
Feb 96 4,424 588,373 
Mar 96 4.424 583.949 
Apr9G 4.424 579,525
May 96 4.424 575.101 
Jun9G 4,424 570.677 
Jul96 4.424 566,253
Aug9G 4.424 561.629 
Sep96 4.424 557.405 
Oet96 4.424 552,961 
Nov 96 4,424 548,557 
Dec 96 4.424 544.133 

Total Amortization Expense 12131/96 53.0881 

Average Rate Base Balance 12131196 57016771 

(1) 637,037/ 51.168 =12 rounded 

(2) 637.037/12 =53,066 1 12 =4,424 rounded 
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EXHIBIT CJW - 1 (PAGE 17 OF 22) 


AVDI~ DISCLOSORB WO. 14 

S1JBJB~: PRBLIKIDRY SURVBY UD IWVBSTlGa.~IOWS 

.~SI The Company projected its Preliminary Survey and 
Investiqations, Account Number 183, to be $2,737,272. This is 
the year end and thirteen-month averaqe amount included in 
Workinq Capital Allowance at 12/31/96. The Company used 
internal projections to achieve the $2,737,272 for 1995 with no 
additional amounts prOjected for 1996. The followinq is a 
variance between actual and projected throuqh 9/30/95, the most 
recent data as of this writinq: 

Month Actual Projected Difference 

Sep 94 $ 979,900 $ 979,900 $ 0 Act Amts 

Oct 94 983,595 983,595 0 Act Amts 

Nov 94 1,030,985 1,030,985 0 Act Alats 

Dec 94 774,158 774,158 0 Act Amts 

Jan 95 799,852 777,358 22,494

Feb 95 804,650 1,106,515 (301,865)

Mar 95 805,953 1,194,987 (389,034)

Apr 95 829,293 1,315,668 (486,375)

May 95 847,724 1,654,961 (807,237)

Jun 95 908,833 1,767,933 (859,100)

Jul 95 865,735 1,863,905 (998,170)

Auq 95 888,285 2,182,627 (1,294,342)

Sep 95 1,027,587 2,278,099 (1,250,512) 


Total: $11,546,550 $17,910,691 $ (6,364,141)
Divided by: 13 

Averaqe 888,196 2,737,272 = (1,849,076) 

OPIWIOW/RBCOKKBBDATIOB: The Company' s 1996 projected amount,
shown above, should be reduced $1,849,076 for the followinq
reasons: 

1. 	 The wide variance between the actual and 
projected amounts shown above; 

2. 	 The Company' s supportinq documentation for its 
projection was internally qenerated with no 
outside verification; and 

3. 	 The thirteen-month averaqe balance at 9/30/95 is 
the most recent actual data available. 

COKPABY COKK~S: The Company may respond at later date. 
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EXHIBIT CJW - 1 (PAGE 18 OF 22) 


SCHEDULE OF WATER RA-rE BASE ·1996 
SUMMARY 

Company: SSU /Total Company FPSC 

Dockel No.: 9S0495-WS Explanation: Provide !he calculalion of average rale base tor lhe Schedule: A·I (W) 

Schedule Year Ended: 12/31/96 test year. Non·used and uselui items should be reported as Plant Page 1011 

Interim (I Finallxl Held lor Future Use. Preparer: Kimball 

Historical [ JProjected lxl 
Simple Ave. [1'3 Monlh Ave. [x) 
Conventional [x] Reverse Osmosis (x] 

(1) (2) (3) (4) (5) 
1996 AVERAGE RATE BASE 

Balance Adjusted 
line Per Utility Utility Supporting 
No. Description Books Adjustments Balance Schedules 

Umily Plant in Service 196,766,605 (150,322) 196,616,283 A·5 (W) 

2 Utility Land &Land Rights 10,963,115 267,155 11,230,270 A-5(W) 

3 Non-Used and Useful (11,588,668) 0 (11,588.668) A·7 (W) 

4 Construclion Work in Progress 0 0 0 

5 Accumulated Oepreciation (54,541.339) 1,506.268 (53,035,071) A-9(W) 

6 CIAC (54,284.419) 43,542 (54.240.877) A·12 (W) 

7 FPSC Margin Reserve· CIAC 0 0 0 A·12fWt 

8 Accumulated Amortization 01 CIAC 13.781,234 (42.920) 13.738,314 A·14 (W) 

9 Acquisition Adjustments (64.578) 0 (64,578) A·20(W) 

10 Accumulated Amort. of Acq. Adjust. 27,526 0 27.526 A·20(W) 

11 Advances lor Construction (6.060,491) 0 (6.060.491) A-161W) 

12 Unfunded Post·Retirement Benefits (837,715) 0 (837.715) Vol. II 

13 Deferred Taxes 4,172,745 0 4.172,745 C·7 (W) 

14 Working Capital Allowance 4,852.687 0 4.852.687 A·11/Wt 

15 Olher 1.319.227 0 1,319.227 A-21(W) 

16 TOTAL WATER RATE BASE 104.505.929 1.623,723 106.129.652 
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EXHIBIT CJW - 1 (PAGE 19 OF 22) 


SCHEDULE OF SEWER RATE BASE -1996 
SUMMARY 

Company: SSU I Total Company FPSC 

Docket No.: 9S0495·WS Explanation: Provide the calculation of average rate base for the Schedule: A·2 IS) 

Schedule Year Ended: 12131196 lest year. Non·used and useful items should be reported as Plant Page 1o( 1 


Interim 11 Final [x] Held lot Future Use. Preparer. Kimball 

Hisloricalll Projected [x] 

Simple Ave. ( J13 Month Ave. [x) 

FPSC Uniform Ix) FPSC Non·uniform [x] Non FPSC (x) 


(1) (2) (3) (4) (5) 
1996 AVERAGE RATE BASE 

Salance Adjusted 
Line Per Utility Uti~ty Supporting 
No. Description Books Adjustmenls Salance Schedules 

Utility Plant in Service 159.691,806 185.691 159.8n.497 A-6 (5) 

2 Utility Land & Land Rights 4.247.240 39.035 4.286.275 A·6IS) 

3 Non·Used and Useful (6.100.561) 0 (6,100.561) A·7(S) 

4 Construction Work in Progress 0 0 0 

5 Accumulated Depreciation (49.351.075) 1.104.232 (48.246.843) A·l0(S) 

6 CIAC (59.832.623) (21.295) (59.853.918) A·12(S) 

7 FPSC Margin Reserve· CIAC 0 0 0 A·12 (S) 

8 Accumulated Amortization 01 CIAC 17,711,308 0 17.711.308 A·14 (S) 

9 Acquisition Adjustments (519,787) 0 (519.787) A·20(S) 

10 Accumulated Amort. of AcQ. Adjust. 225.555 0 225,555 A·20(S) 

11 Advances lor Construction (1.790.534) 0 (1,790.534) A·16 (S) 

12 Unfunded Post·Retirement Benefils (379.180) 0 (379,180) Vol. II 

13 Deferred Taxes 662.509 0 662.509 C·7 lSi 

14 Working Capital Allowance 2,196,500 0 2,196,500 A·17 IS) 

15 Other 3.268.584 0 3.268.584 A·21(S) 

16 TOTAL SEWER RATE BASE 70.029.741 1.307.663 71.337.404 
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EXHIBIT CJW - 1 (PAGE 20 OF 22) 


SCHEDULE OF WATER NET OPERATING INCOME -1996 
PRESENT AND REQUIRED 

Com.,.ny: SSU f Total Compoany 
Doc:keI No.: 95049SoWS 
SdledIAe y.., Ended: 1lf.J1196 

r.lerim II Filial Ix! 
Hi5IoI\caIII PrqecIi;:Ilxl 
5rItPe Ave·1113 MonIh Ave. III 
::c:nvetIIionalIIJ Reverse OsmoSIS Ixl 

E.lqJIanaIiort Pnmde 1he c:aIc.\lIation 01 nel OPCI1lIing Inocme lor hies! yw. 
• an1OIIution Pine 8) is leIaIed 10..., amounI oIhIIrlhan an ~ion~Imenl. 
NJrniI an additional ~ showing I desaiplian and calc:Uation 01 chatgc. 

FPSC 
~e;8-I(W) 

Page 2013 
Preparer. KimbaN 
Supporting SchcdUe: 8-3(W) 

Line 
!!!L 

(II 

Description 
OPERATING REVENUES: 

(2) 13) (~) 

1996 PRESENT OPERAllNG INCOME 
Incxlme U1iIy 

Per U1iIy AdjusIed 
Books AdjusImenIs Income 

(S) (6) (7) 
1996 REOUIRED OPERATING INCOME 

Req\.iled Required 
ReYIIt1Ut Required Revenue 
lncreasl! Ineome 1n:r@lse% 

(8) 

Supporting 
~s 

2 Wale/Sales 32,~12.721 0 32,~12.721 11.~S.SJO ~3.8S8.251 35,31% B-4(W).8-3(W) 

3 OIhcr Revenue 6JG.OO5 0 6JG.OO5 0 636.085 B-4(W) 

4 TOTAL OPERATING REVENUES 33.048.006 0 33.040.006 11,445,5:)0 ~.494.336 

S OPERATING EXPENSES: 

6 

7 

Opcralion and Mainlcnance 

l)epreoalion nel 01 CIAC MlOO 

19.112.878 

S.719.041 

701.810 

0 

19.894.688 

S.719.041 

0 

0 

19.894.688 

S.719.041 

8·S(W) 

IJ.I3(W) 

8 

9 

10 

AmoI1ila~ 

Taxes Other Than Income 

PI'lMsion 101 Income Taxes 

(689) 

~.203,370 

l!!!1.346) 

293.162 

53,763 

1~68,50421 

292.~73 

~,337,I~1 

11,429.8891 

0 

515,051 

4.216.431 

IA) 

(8) 

292.U3 

~,8S2,'92 

2.786.542 

B.18(W). A·21(W) 

D·l S(W).B·' (W):V3 

8-16{W),1J.1 (W):V3 

II TOTAL OPERATINe; EXPENSES 28.153.262 660.192 28.813.4504 "'31.482 33.5044.936 

12 NET OPERATIlle; INCOME ~.895.5.t4 1660•1921 ".235.3S2 6.m.048 10.949.400 

13 

14 

RATE BASE 

RATE OF RETURN 

104.505.929 

4.68% 

1.623.723 106. I29.652 

3.99"4 

106.129.652 

10.32"4 

A·I(W) 

[)'1(W) 

NOles: 

(A) Required Taxes OIhcr Than Income ~rease" Required Re¥eIue Increase nUliplied by .045. 
(8) Req\Jred Income Taxes Increase: Recpred ReveM Increase· Required Taxes OIlIer Than Income Increase nUIipIied by .38575. 
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· . EXHIBIT CJW - 1 (PAGE 21 OF 22) 


SCHEDULE OF SEWER NET OPERAnNG INCOME· 1996 
PRESENT AND REQUESTED 

Company: SSU IToIII CompIny FPSC 
tlocI!el No.: 950495-WS Elql/anation: PIOVide II1e caIcIJaIion 01 net operaling inecme lor \he lest year. SchedIAe: 8·2(S) 
SchedIAe Year Ended: 12131196 III11101tiZa1i011 (h 8) is raIaIed 10 I1fI/ atnaU'I 0CIIer 1han an acquisIion ~ Page 10/3 
InIerim II Flllllx) IIDniI an IIdciIionaI sc:heckje showing I descripIion and calc:Uation 0/ dlarge. 1'Iepa!er. Kimball 

HisIoric:aIII PtcjedIId Ixl SupporMg SchecI!M: 8-3(S) 
Simple Ave.1113 MonIh Ave.lxl 
FPSC IJriIolm Ix! FPSC Non-InIorm Ixi Non FPSC [xl 

(1) (2) (3) (4) (5) (6) (7) (8) 

tM PRESENT OPERATING INCOME tM REQUESTED OPERATING INCOME 
Income UIiIIy Requested Retp/sled 

I.h "" UIiIIy l4JsIed Reveooe Recplsted Reveooe ~ 
J!!L DescI1!!!!2!! Books A4J$1menIS Income Increase Income Increase % ScI'ledties 

OPERATING REVENUES 

2 Sewer Sales 24,732.910 0 24.732.910 7.214,608 31.947.518 29.17% 8-4(5).8-3(5) 

3 0Iher Reveooe 0 0 0 0 0 8-4(5) 

4 T0111 OperllirW;! Re\'lll'M! 24.732.910 0 24,7:12.910 7.214.608 31.947,518 

5 OPERATING EXPENSES 

6 Operallon and Maintenance 15.016.503 493,187 15,509,691 0 15,509,691 B-6(S) 

7 DepfeciaIlon net 0/ CIAC Amort 4.203.210 0 4.203.210 0 4.203.210 8-14(5) 

8 MlOIIIZaUon (11.655) 131,328 119.673 0 119.673 8-18(S)oA-21lSI 

9 Taxes OIner!han Income 3.322.861 14.138 3.336.999 324,659 (AI 3,661.658 8-15(5L8-2(S)3fJ 

10 Provision lor Income Taxes (!1.2941 1Z02.3791 11.563.6731 21657.799 (8) 1,094.126 8-17(5).8-2(5)3t.l 

U Total Operalil'lg Expenses 21.669,626 163.7261 21.605.900 2.982.458 24.588.358 

12 NET OPERATING INCOME 3.063.284 63.726 3.127.010 4.232,150 7.359,160 

13 

14 

RATE8ASE 

RATE OF RETURN 

70.029.741 

4.37".. 

1.307,663 71.337.404 

4.38% 

71,337.404 

10.32% 

"'2(5) 

G-l(S) 

Noles; 

(AI Requesled Taxes OIlIer Than Inc:ome lnI:1ease " Requested R8veIUIInI:1ease rrUtipied by .045. 
(8) Requested Income Taxeslncnlase. Requested FWieooe Increase· Requested Taxes Othe/Than Income Increase ndlpIied by .38575. 
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EXHIBIT CJW - 1 (PAGE 22 OF 22) 


SCHEDULE OF REQUESTED COST OF CAPITAL ·1", 

c.puy: SeutIn ..........."'c. me 

WMNo:IIII04SI5.W$ 
'f..v..EiAt. 12tJII.IlIl 

...., IFNlI'1 
1iAIric, Iat f'lqadI'I 
....Avw,.1 I " ...... Avw,.IX' 

(II 

~ """"".......1IIidI........1IqUIIIOd 
_lIIapitoi. ••,.................IR.knII...... 

'.....,.................. 
121 (31 (4) lit 

SahoolAo: 1)., 

..... '1111 
A....:Soo!I W. v_ 

(Ill 

COST Of CAI'ITAI. 

IN 
110. QuoIllCl!iIll 

IINanciIod 
T.Roqu.W 
lida­

c:.t 
lid 

.... 
c:.t 

Qc.por.r......... 

2 

4 

5 

, 

• 

LONGTiRUDEBT 

SIIORT TEIUI DEBT 

CUSTOWER DEPOSITS 

DEFERREDITC 

DEFERRED INCOUE TAXES 

PREFERRED STOCK 

EOUIlY 

AlWSTIoIEHT FOR GAS 

III,S3S.3C1 

0 

')53.184 

',335,813 

0 

0 

1'l.I21.1IG 

"."'JlOOI 

SI.4Olf. 

G.OO% 

0.86% 

0.II6Y. 

0.IIiW. 

0.00% 

40.11% 

(II.m) 

I.OfI'J(. 

OJIiW. 

5.00% 

1.&8% 

0.00% 

0.00% 

1225% 

1225% 

$.21% 

OJIiW. 

0.115% 

0.11&% 

0.00% 

0.IIiW. 

5.01% 

(0.09'1.1 

1).5 

1).4 

1).7 

1).!100 

1).51 

1).3 

1).51 

1).51 

• TOTAL 2!QU6$.'. 100.00% 10.32% 
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EXHIBIT JAS - 1 (PAGE 1 OF 21) 

SUBJECT: PURCHASED WATER ADJUSTMENTS 
Marco Shores 

FACTS : The Company's filing for Historical 1994, Interim 
1995, and Projected 1996 O&M Expenses includes adjustments for 
purchased water of $24,378, $24,378 and $60,036, respectively, - 
for Marco Shores. 

m e  Company's filing for Historical 1994, Interim 1995, and 
Projected 1996 revenues include $24,378, $34,035 and $69,291, 
respectively, for Marco Island's sale of raw water to Marc0 
Shores. 

Marco Shores and Marco Island are owned by Southern States. 

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

Rule 25-30.120,(3) states, "Any utility that purchases water or 
wastewater treatment from another utility regulated by the FPSC 
is allowed a credit on the Regulatory Assessment Fee paid to the 
FPSC. 

O P I N I O N / R E C O ~ A T I O N :  Audit staff has discovered two 
calculation errors with the Company's filing. 

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

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

The Commission should require the Company to increase Interim 
1995 and Projected 1996 purchased water adjustments for Marco 
Shores by $9,648 and $3,742. respectively, as illustrated in the 
attached Schedule A. 

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

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

16 
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EXHIBIT JAS - 1 (PAGE 2 OF 21) 

Audit Exception No. 4, continued 

The Commission should require the Company to reduce Taxes other 
Than Income by the following amounts in its Historical 1994, 
Interim 1995, and Projected 1996 filings for excess Regulatory 
Assessment Pees of $1,097, $1,532 and $3,118, respectively, as 
illustrated below. 

RAF Pee Adjustments - 
Historical 1994 
Interim 1995 
Projected 1996 

Revenues per 

$24 , 387 
Corm3anv 

$34, 035 
$69,291 

R?AF RAF - amount 
4.50% $1,097 
4.50% $1,532 
4.50% $3: 118 

CollpAlyy COMMENTB: The Company may respond at a later date. 
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EXHIBIT JAS - 1 (PAGE 3 OF 21)  

Schedule for Audit Exception No. 4 

Summary cd Purchased Water Adjustments I 
Per Audit Elasticity Per 

Company Adjustment Adjustment Audit I 
Hbtoricall994 24.387 0 0 24.387 

Interim 1995 24.387 9,648 0 34.035 a 

Projected 1996 65.225 4.066 b 69,291 c 
elasticity adjustment g.rss) (324) b 15.513)b 

60.036 63;178 C 

a) 
1995 Consumption 36.938 m/gal 
1995Rate X $0.87 

$32,136 
Plus base facility 1,899 

534.035 
bl 

Elasticity Elasticity Purchased 
Water Rate Adjustment 

Per Audit $69.291 -7.9560% ($5.513) 

Per company -7.9560% (85.189) 

Auditor 
Adjustments $4,066 ( $ 3 3  

Net adjustment $3,742 

C/ 
1996 Coniurnption 38.072 mlgal 
1996Rate X $1 .82 

69.291 
less elasticity adj. 5 513 

-963.778 



EXHIBIT JAS - 1 (PAGE 4 OF 21) 

AUDIT XXCLIPTIOIO no. s 

TACT8 t 
following amounts identified as shareholders services: 

Southern States filing for this rate case includes the 

NARUC ACC# 6358 Contractual Services - Other (ALG) 
Historical 1994 
Interim 1995 
Projected 1996 

$232,379 
204,783 
208,776 

The above-referenced amounts represent the allocated portion of 
cost incurred by SSU's parent, Minnesota Power, that are 
"apportioned to recipient subsidiaries as a function of their 
equity balance relative to Minnesota Power's consolidated 
equity. 

These cost include charges for the following types of services: 

labor cost for shareholders servlces department 
proxy and annual meeting notices 
utility investor group assessments 
annual stockholders meetings 
annual and quarterly shareholders reports 
DRIP and stock purchase plans 
NY and AMEX assessments 
rating agency fees 
SEC financial reports 
registrar and transfer agent fees 
meetings with trust officers/institutional investors 
certificate printing 
board fees 
mailings to the financial community 

Prior Commission policy has been to disallow any stockholder 
expenses that are incurred by a parent and passed through to 
subsidiary companies. raEp, Docket No. 820007-EU, Order No. 
11307. 

O P I H I O l l / R I ! C ~ T I O l D I  Audit staff believes that the above- 
mentioned expenses should not be allowed for determining test 
year expenses and be excluded per the Commission policy cited in 
Order No. 11307. 

CONPNfX COI~WSMTSI The Company may respond at a later date. 
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EXHIBIT JAS - 1 (PAGE 5 OF 21) 

AUDIT I U C ~ T I O P  ]PO. 6 

6-m: PILELIltIHARY SURVEY AUD IEWESTIQATIOI 
V O l U S h f D O l t O M  &kaS 

?ACTS t Southern States filing for Historical 1994 included a 
write-off of an abandoned Preliminary Survey and Investigation, 
PSLI, project for $19,143 to Acct 635 Contractual Services - 
Other. 

Per NARUC, Class A, Water O M  Expense Accounts, Acct 635, 
contractual Services - Other, "This account shall include those 
operations and cost contracted for which are not included in 
accounts 631, 632, 633, 634." 

The four NARUC accounts cited above are used to record expenses 
for "outside" engineering, accounting, and legal services as 
well as management fees. 

Per NARUC, Class A, Income Accounts, Acct 4 2 -  'iscellaneous 
Nonutility Expenses , "This account shall inc1c.e all expenses 
other then expenses of utility operations and interest rxpense. 
Items included . . . (13) Preliminary Survey M, Investigation 
expenses related to abandoned projects, when not written-off to 
the appropriate operating expense account." 

Per NARUC, Class A, Balance Sheet Accounts, Acct 183 Preliminary 
Survey and Investigation Charges, ". . ., if the work is 
abandoned, the charge shall be to account 426 - Miscellaneous 
Nonutility Expenses, or to the appropriate operating expense 
account unless otherwise ordered by the Commission (See account 
675 - Miscellaneous Expenses)." 
OPIHIO]P/REC~ATIOH: The Company's write-off of the 
abandoned PS&I project to Acc# 635 is not an "appropriate 
operating expense account." 

The Commission should require the Company to reduce Acct 635 
Contractual Services - Other by $19,143. 
The Company should be required to write off the PSLI project to 
either Acct 426 Miscellaneous Nonutility Expense or ~ c c t  675 
Miscellaneous Expenses as determined by the Commission. 

CO%PABtY COMllEHTS: The Company may respond at a later date. 
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EXHIBIT JAS - 1 (PAGE 6 OF 21) 

AUDIT DISCLOSURE YO. 4 

SVBJECT: RATE W E  
Hillsborough/~orboard 

?ACTSr The Hillsborough/Seaboard system purchases water from 
the City of Tampa via Hillsborough County in accordance with a 
specific water purchase agreement. 

In 1994 Hillsborough/Seaboard purchased approxhtely 622 of its 
water supply from the City of Tampa. The remaining 382 was 
produced by the system's four wells. 

ssu's filing states the following, 
Seaboard is located in a salt-water intrusion area 
which means there is only a limited amount of quality 
water that can be pumped. Each year, less quality 
water can be pumped from the wells, therefore it is 
necessary to increase the budget to purchase more from 
the city. 

Section VI, Items A, B, and C in the water purchase agreement 
addresses the effects of the agreement on Seaboard's Rate Base 
before the Hillsborough County Commission. 

The agreement allowed Seaboard to maintain in rate base all of 
the company's previously existing plant as well as all cost 
associated with constructing the interconnect with the city of 
Tampa. 

SSU incorporated into this filing the Hillsborough/Seaboard rate 
base at the levels set by the Hillsborough County Commission. 

OPI[HIOY/EUeCOIO[H: Audit staff believes that the current 
balance for Hillsborough/Seaboard rate base may be overstated 
because of the effects of the water purchase agreement. The 
company's rate base includes all original plant in service as 
well as all the cost associated with the construction of the 
interconnect with Hillsborough County. 

The water purchase agreement has become Seaboard's primary 
source for water, 62.02, as illustrated in the above facts. The 
company is therefore recovering the cost of the purchased water 
as well as earning a return on the original source of supply 
plant that provides only 38.02 of its water supply. 

Audit staff defers this issue to the staff analyst and engineers 
in Tallahassee for further review. 

COWPADN CONXEMTS: The Company may respond at a later date. 

28 



EXHIBIT JAS - 1 (PAGE 7 OF 21) 

aUDIT DISCLOBUEE PO. 5 

Bu'BJZCTr SLUDGE EAULIPQ SXPEUBE 

TACT6 I southern States, Inc. filing indicates the following 
amounts for sludge hauling expense. 

Boeahum Point/Palm Port 

BYstem u u s  
Beechers Point $12,179 $44,200 $45,062 
Palm Port 3,540 44,200 45,062 

SSU maintains that, I. . . the percolation ponds at Beechers 
point and palm Port are not properly percolating. Therefore, in 
order to dispose of the troated offluat, the company has hauled 
effluent to a sludge facility." and I. . . the effluent is being 
hauled in lieu of adequate percolation. Therefore, the disposal 
is considered sludge hauling." 

The effect is an increase in sludge hauling expense in 1995 for 
Beechers Point and Palm Port of $32,021 or 362.9% and $40,660 or 
1,248.62, respectively. In 1996 the expense is determined by 
increasing 1995 expense by a 1.95% attrition factor. 

Per the NARUC System of Uniform Accounts, Account 711 - Sludge 
Removal Expense, "This account shall include the aost of ruoval 
ot mludgo if such work is performed . . . . n 

The revenues for Beechers Point and Palm Harbor for 1994 as 
filed are $13,854 and $30,030 with OLM expenses of $42,532 and 
$49,313, respectively. This results in a net deficit of 
($28,678) and ($19,283) for each system before other non-OLM 
expenses are considered. The additional sludge hauling expense 
in 1995 will further increase this net deficit. 

OPIPIOlP/RECOIOlP: The percolation ponds began to fail in 
early 1994. Southern States at that t h e  decided to haul the 
treated effluent, with in-house personnel, to the Town of 
Welaka's wastewater facility. There was no evidence in the 
Company's response to audit staff's inquiry that Southern States 
explored any other cost effective alternatives. 

Audit staff believes that, (1) The hauling of "treated effluent" 
should be identified as a Purchased Sewage Treatment Expense 
rather then sludge hauling expense because of the NmUC 
classifications cited above. (2) SSU's current solution to the 
percolation ponds problems at Beechers Point and Palm Port 
should not be treated as a recurring O M  expense item because a 
more cost effective method should be developed. 

Audit staff defers this issue to the Commission staff analyst. 

COMPANY COUMEWPS: The Company may respond at a later date. 
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AUDIT DI6CLO6URE 10. 6 

BUBJECT: ADJUBTlIEElT TO PROJECT- 1996 O U I  BXPmBE 
Conswation Elastiaity Mjrutunt 

FACT6 8 Southern States initial filing for Projected 1996 Om 
expenses includes a conservation elasticity adjustment of 
($287,585). In SSu's subsequent supplemental filing the 
conservation elasticity adjustment was reduced by $90,450 to 
($197,135). 

O P I 1 1 O H / R E C ~ T I 0 1 :  Audit staff requested additional 
information about the above-mentioned adjustments from Company 
representatives. 

The 11.0% elasticity adjustment and the correlating 
7.956% O&M expense reduction were derived through Dr. 
Whitcomb's WaterRate model. A detailed explanation of 
the relationship between elasticity of demand and the 
correlating decrease in variable cost should be 
submitted as an interrogatory request rather than an 
audit request. Dr. Whitcomb will have to address this 
question. 

Their response was as follows: 

Auditor defers this issue to the analyst and engineers in 
Tallahassee because of an inability to evaluate the company*s 
representations on this adjustment due to the lack of supporting 
documentation. 

COXPABY COHKEUTBr The Company may respond at a later date. 
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AUDIT DIBCLOBUR# BO. 7 

E-: .DJIIBTMXNT TO PRmCTXD 1996 001 
consorvation arrgursos 

rnCTs I chapter 366.81, F.s., states that, "The legislature 
finds and declares that it is critical to utilize the most 
officient and cost-effective energy conservation system8 in 
order to protect the health, prosperity, and general welfare of 
the state and its citizens." 

chapter 366.82 (2), F.S., assigns the authorityto establish and 
monitor conservation programs for the electric and natural gas 
industry within the state of Florida to the Florida Public 
Service commission. The commission asserts its authority over 
conservation programs by means of Rule 25-17, F.A.C. 

Southern States filing for Interim 1995 OhM expense budget 
includes conservation program expenses of $199,250. 

Southern States Projected 1996 OhM expense budget includes 
conservation expenses of $524,425. This amount is the sum of 
the following two elements: (1) $203,135, which is tho interim 
1995 budget escalated by a factor of 1.952. (2) $321,290, which 
is an adjustment to the projected 1996 budget for conservation 
program expenses. Please see attached schedule for details. 

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

O P I I I O r O / R E C ~ T I O ~ :  The Commission, through its actions 
with other state agencies, has expressed an on-going desire to 
promote the conservation of Florida's water resources. 

Audit staff believes that the Commission should assert an 
implied authority to extend its responsibility over conservation 
programs to include the water and wastewater industries. 

The Company's conservation program, as illustrated in the 
attachment provided, contains several expenses that are not 
considered recoverable under current Commission rules. 

The Commission should determine that it does have the authority 
to administer a conservation program over the water and 
wastewater industry and develop the necessary guidelines to 
administer such a program. 

Audit staff defers to the analyst and engineering staff in 
Tallahassee for additional recommendations on the conservation 
program established by Southern States in this rate proceeding. 

COMPAH!t -8: The Company may respond at a later date. 
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AUDIT DISCLOBURS 190. 8 

SIIBJPCTt P ~ a A S B D P O w L  

IrAcTs t 
for purchased power expense: 

D O l t O l l .  -08 

Southern States filing indicates the following amounts 

sYe.&m LZu xi26 
Deltona Lakes $308,998 $417,300 $417,300 

SSU maintains that they, "used a 1994 budget rather then 1994 
'actual to calculated a normalized expected power cost for 1995 
due to the wet weather during the second half of 1994." 

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

OPI19IO19/RECOIOZ?t Audit staff believes that SSU's 
calculation of nnormalized expected power cost" for the Deltona 
Lakes purchased power is flawed and overstates the actual amount 
that should be budgeted. 

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

Audit staff believes that the Interim 1995 and Projected 1996 
purchased power expense for Deltona Lakes should be $353,491 and 
$360,384. These amounts were determined by using a simple 
average calculation for 1995 and an attrition factor of 1.95% 
for 1996 as illustrated in attached Schedule C .  

The Commission should require the utility to reduce Interim 1995 
and Projected 1996 purchased power expenses for Deltona Lakes by 
$63,809 and $56,916 as illustrated in attached Schedule D. 

coypILllip COMMEBTSr The Company may respond at a later date. 
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Purchased power per 1994 budget 5385.m 

divided by number of wells in 1994 24 

Average cost per Well $16,050 

times number of wells in 1995 26 

Per company 1995 budget $417.300 

- 

Interim 1995 Proiected 1996 

Simple Average (see B above) $328.299 

divided by number of wells in 1994 24 

Avg. cost per well $13.596 

times number of welk in 1995 26 

Per audit purchased power budget 
for Deltona Lakes $353.491 $360.384 

Budget 1995 $353.491 

attrition factor 1.0195% 

Schedule D 

Interim 1995 Proiected 1996 
Per audit purchased power budget 
for Deltona Lakes $353,491 $360.384 

Per company purchased power budget 
for Deftom bkes $417.300 

Auditor determined adjustment ($63.809) 

- $4 17,300 

($56.91 6) 

34 



EXHIBIT JAS - 1 (PAGE 13 OF 21) 

AUDIT DISCLOSURE 110. 9 

SUBJECT: PURCHlLBBDWATEB 
volumia/Entmrptise 

M a r  The Company's filing for Interim 1995 and Projected 
1996 OLM Expenses includes eacpenses for purchased water of 
$24,720 and $22,753, respectively, for Volusia/Bnterprise 

The Volusia/Enterprise is currently being operated by SSU under 
a receivership agreement with the PPSC. 

system. 

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

The Company maintains that the above-mentioned transaction 
should only appear in the billing system as a "memo entry" to 
account €or the water produced by Deltona Lakes. 

OP1111011/RECONMENDATIOU: Audit staff has determined that there 
are no water purchase agreements between Volusia/Enterprise and 
Deltona Lakes. 

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

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

COlCPZLlOY COlULEWl'B: The Company may respond at a later date. 
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AUDIT DISCLOSURX PO. 10 

e-: ADJUSTNENT TO F R m C T E D  1996 O U I  SXPm8E 
hrrrioane Preparedness Program 

?ACTS 8 The Company's filing for Projected 1996 O M  expenses 
includes an adjustment of $9,670 for additional materials and 
8upplies for its Hurricane Preparedness Program. 

The following items requested include: concrete saws, chain 
saws, flood lights, traffic cones, and other miscellaneous 
mechanical repair items. 

Rule 25-30.433 ( 8 ) ,  F.A.C., states that, "Non-recurring expenses 
shall be amortized over a 5-year period unless a shorter or 
longer period of time can be justified." 

OPIHIOP/ELECQIOP: Audit staff believes that the items 
requested for the "Hurricane Preparedness Program" represent 
non-recurring O&M expense projections and are subject to the 
Commission rule cited above. 

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

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

The Commission should require the Company to reduce its 
adjustment to Projected 1996 O&M expenses, Acct 620, by $7,736 
as illustrated below. 

$9 , 670 

1.934 

$7 , 736 

Original company adjustment 

lese one year amortization per audit 

audit adjustmentldeferred debit 

COXPABY CON%EHTS: The Company may respond at a later date. 
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AUDIT DISCLOSURE MO. 11 

SUBJECT: EEPATITIS UIYVIPIZATIa OR- 
I n t u i r  1996 m d  ~rojootod 1996 O U I  ~ 0 1 ~ 0  

mas I Southern States' filing for Interim 1995 and Projected 
1996 includes $16,000 and $16,312 for a newly implemented 
Hepatitis hunization program they started in 1995 for selected 
"at risk" employees. 

The above amounts were budgeted to the Safety Department 
Responsibility Center (f592) for NARUC Acc# 6758, Miscellaneous 
Expenses - A&G. 
The Company maintains that approximately 200  employees will 
receive a series of three inoculations for Hepatitis B as part 
of the Company's Bloodborn Pathogens' program. 

The budgeted cost of the program divided by the number of 
employees hunized results in an average cost of $80.00 per 
employee for the Hepatitis Immunization program in Interim 1995. 

The Company's employee turnover rate for 1995 is estimated to be 
approximately 11% on an annualized basis per D.G. Lock's 
testimony for this filing. 

Documentation provided to the general public by the State Health 
Office-Immunization Programl Department of Health and 
Rehabilitative Services for Florida states, "The vaccine is 
given in a 3-dose series over a period of six months. About 95% 
of healthy persons are immune after receiving the vaccine, and 
protection appears to last at least five years." 

Rule 25-30.433 ( E ) ,  P.A.C., states that, "Non-recurring expenses 
shall be amortized over a 5-year period unless a shorter or 
longer period of time can be justified." 
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Audit Disclosure No. 11, continued 

O P I X I W / L I O H :  Audit staff believes that the amount 
budgeted for the Company's Hepatitis Immunization program 
represents non-recurring O&M expense projection and that it 
should be subject to the Codssion rule cited above. 

The Commission should require the Company to reduce Acci 6758 - 
Miscellaneous Expenses for Interb 1995 and Projected 1996 by 
$12,800 and $14,508, respectively, as illustrated in the 
attached schedules. 

COXPANI! COYYQPTS: The Company may respond at a later date. 
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Ilahodulo for Audit D i S a l O 8 I U e  No. 11 

Interh 1995 expense amount $16,000 

Divided by estimated life of vaccine m 
Equals yearly amortization amount $ 3,200 

Interim 1995 per Company $16,000 

le58 Interim 1995 per Audit 3.200 

Equals Audit adjustment $12 , 800 

Projected 1996 
P 

I Projected 1996 per Company $16,312 a I 
le58 Projected 1996 per Audit I I 1 . 8 0 4 b  

a) Per company 1995 
times 1.95% attrition 
equal5 1996 projected 

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

equals the number new employees 
to be vaccinated in 1996 

times the $80 cost per employee 
for each vaccination increased by 
the 1.95% attrition factor 

312 
$16,312 

200 

Ila 

22 

equal5 Projected 1996 per $ 1,804 
audit 
(numbers were rounded to the nearest dollar) 
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rams I The Company's filing for Projected 1996 OLW Expenses 
includes an attrition adjustment of 5.871: to the Company'e 1995 
labor budget of $10,965,564. 

Per Company representative the above-mentioned attrition 
adjustment was calculated in error and should have been 5.75%. 

The Company representativemaintains that its total labor budget 
for Projected 1996 is overstated by .121: or $16,764. 

O P I I O I O H / ~ C O I W :  Audit staff concurs with the Company's 
newly disclosed facts concerning the attrition adjustment. 
However, the $16,764 overstatement calculated by the Company is 
based on the total labor budget which includes the Company's 
capitalized labor projections. The capitalized labor portion 
should not be included in the Projected 1996 O W  expense 
reduction. 

Audit staff has recalculated the Projected 1996 labor attrition 
adjustments for O&M expenses and capitalized labor based on the 
correct percentage as stated above and recommends the following 
adjustments: 

Conventional Treatment ( $ 7,504 ) *  
Reverse Osmosis Treatment ( 982 ) *  

SES ACC# 701 
All systems -* 
Total O&M Expense reduction ( $13,964 ) *  - 
Total Capitalized Labor - 
Total Labor adjustment ( $16,764 ) 

(* See attached schedule *) 

The difference between audit staff's calculated adjustment and 
the Company's adjustment is a reduction to capitalized labor of 
$2,800. ($16,764 - $13,964) 
The Commission should require the Company to reduce its 
Projected 1996 O W  Salary Expenses and Projected 1996 
Capitalized Salary Expenses by the amounts illustrated above to 
correct for the error in the Company's attrition adjustment 
calculation. 

COXPAUY COUNENTBt The Company may respond at a later date. 
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Schedule far Audit DisclosUa NO. 15 

Water I A I 8 I C I 0 I E I F I 0 I H I I 
Attition HWia Fr.d 

Budget Adjurlment Adjusted Add Add S W  Nrt Adjusted 
1995 5.87%/5.75% Real~ocatim 1996 mu CanserJalbn 4.76j36 AdjurbnHIb 15% 

_I 

I I Seenote I I I A+8tC I I Seenot.2 I DX4.7&5# 1 E+FtG 1 D t H  J 
PW 601 Salaries 6 Wagas Scza 

5,968,878 
Comwny 

Convmhmi 
Reverse omosis 781.414 

Par 
Audit 

601 Salaries 6 Wages sl?sQa 
ConvmUoonal 5.968478 
Reverse Osmosis 781.414 

U z b a l m  !9a§ 
350.373 29.502 6.348.553 95.124 
45869 (23.957) 803.326 5.632 

343.210 29.302 6,341.39 %.t24 
44.931 (23.957) W2.W 5.632 

eLe9 
7.163 

938 

u 
7.163 

938 

49.723 302.509 4411,m 6,796,Sag 
2.913 3a.278 46.823 (LM. 149 

49,723 302.167 448.014 6,789.4aS 
2.913 38.234 46,779 849.167 

z#4 
341 
45 

Wastmalr I [I A c E l  G H I 
Attition HawiC Fml 

Budg.1 Adjusbnrnt Adjusted Add Add S.My Ne1 Ad1urt.d 
1995 5.87%/5.75% Rcallocalbn 19% OOU ConssuaSon 4.7Sb Adjustnunb 19% 

I Smnotel 1 I A+B+C 1 I Seenote2 I 0 X4.76??4 I E+F+G I D t H  1 
P r  701 Salerlrs 6 Wager 4.120.4 I6  
Company 

Par 
Audit 

701 Salules 6 Viagrs 4.120.416 

241.868 440.720 4.803.W 46.058 

236.924 440.720 4.796.MO 46.054 

23.523 228.863 298.746 5,101,751 

23.528 228.620 298.21 4 5,096,275 

Zm 
A d i  
Adjusbnenb 701 salsries 6WagaS 228 z22 

Note I Per Company - Column A x  5.87% Per Audit - Colunn A X  5.75% Note 2 Tha p u  audit amount h subject lo chmga based On U!* 
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AUDIT DISCLOSURE NO. 16 

SUBJECT: INTERIM 1995 AND PROJECTED 1996 8-y & WAGE EXPENSE 
Executive Division 

FACTS : The Company's Interim 1995 and Projected 1996 budget 
for A&G accounts includes estimated salary expenses of $175,000 
and $185,272, respectively, for the new company president to 
ACC# 601. The Company used estimated amounts because it had not 
completed the hiring process for the new president at the time 
of this filing. 

In July 1995 the hiring process was completed and the new 
company president's salary was established at $195,000. 

The new president's position includes responsibilities to two 
non-regulated operations, Heater Utilities and Topeka Group, 
which are subsidiaries of the parent corporation Minnesota 
Power. 

The Company has established the following allocations of the 
president's salary based on historical direct labor hours of 
past company presidents. 

Southern States Utilities, President 70% 
Heater Utilities, Chief Executive Officer 15% 
Minnesota Power, Executive Vice President 15% 
and member Board of Directors Topeka Group 

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

The new president's base annual compensation for Interim 1995 
and Projected 1996 is $136,500 and $144,349, respectively, after 
considering the adjustments discussed above. 

The Company allocates Employee Pension & Benefits Expense to 
Accf 604 as a percentage of total salary expense using the 
following company determined percentages: 

1995 at 24.83% and 1996 at 24.99% 

The Company allocates Workman Compensation Expense to Acc# 658 
as a percentage of total salary expense using the following 
company determined percentages: 

1995 at 1.79% and 1996 at 1.71% 
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Audit Disclosure Number 16, continued 

OPINION/RECOMMENDATION: The Company's budgeted amounts to A&G 
Acc# 601 for Interim 1995 and Projected 1996 O&M Salary expenses 
is overstated by the following amounts: 

1995 Per Company Budget estimate 
1995 Per Company Budget actual 

$175,000 
136,500 

Total audit reduction $ 39,500 

1996 Per Company Budget estimate 
1996 Per Company Budget actual 

Total audit reduction 

$185,272 
144,349 

$ 40,923 

The Company's budgeted amounts to A&G Acc# 604 for Interim 1995 
and Projected 1996 O&M Employee Pension & Benefits expense is 
overstated by the following amounts: 

Audit Adjustment to 1995 salary $ 39,500 
times 1995 Pen/Benefit Percentage 24.83% 

Total audit reduction 

Audit Adjustment to 1996 salary 
times 1996 Pen/Benefit Percentage 

Total audit reduction 

$ 9,808 

$ 40,923 
24.99% 

$ 10,227 

The Company's budgeted amounts to A&G Acc# 658 for Interim 1995 
and Projected 1996 O&M Insurance - Workman Compensation is 
overstated by the following amounts: 

Audit Adjustment to 1995 salary 
times 1995 Work/Comp Percentage 

Total audit reduction 

Audit Adjustment to 1996 salary 
times 1996 WorkfComp Percentage 

Total audit reduction 

$ 39,500 
1.79% 

$ 7 07 

$ 40,923 
1.71% 

$ 700 

The Commission should require the Company to reduce ACC#'S 601, 
604, and 658 for Salary expense, Employee Pension & Benefits 
expense, and Workman Compensation expense, respectively, by the 
amounts indicated above for Interim 1995 and Projected 1996 O&M 
expenses. 

COMPAKY COMMENTS: The Company may respond at a later date. 
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FRSC AUDIT REQUEST !474 

SHAREHOLDER SERVICES 

I .  me sources of SSU'r equity capital arc wofold; 1)  retained earnings .and 2) pahl-in capilal fmm 
i ~ s  linl ticr parcnl Misncsom Power (MP). I n  nnlcr Cur MP to atmcl  and relaill nll l i ly r:lpilal lor 
n!inveqa~na in suhskliary mrponl io i r .  il mmt incur cnnlinning crpcnsa x m i a l e d  will1 llte isriinnrc 01 
wcuriiics. paytncnr nf &viAends. co~npliancc with SEC regulations. paymenl of registnliciti and rating 
agcncy lees .and shareholder communicalions. l lese  cos& are apportioned to recipient subsidiaries as a 
function of heir equity balance reladve to Mp's consolidated equity. 

2. llte following l y ~ s  of .services am inchrlcd: 
I )  L;ibor and payroll overhends for o p n l i i i n  of a sharchnlder services department. 2) pmxy and 

annn;d mceling nolicinp. 3) ulility invcslnr group Xwssmenl. 4) annual stockholder mcclings. 5 )  annllitl 
wid qumcrly sharchnldcr reporis. 6 )  DRIP and stock purchm p1.m~. 7) NY and AMEX . ~ c s s m e n ~ .  R) 
rating agcncy Ices. 9) SEC financial reports (10-K. 8-K. cw.). IO) registrar nnd msfer  agent services. 
11) meelings with Vust officers and instilulional invcslors. 12) ccrtficale printing, 13) board fecs and 14) 
rnnilings IO the financial community. 

3. All privnlcly hcld utililics cndcavor 10 mainlain a halnncnl capital s ln~ tu re  which lypically 
includes some fonn o l  cpuily capilal. In alkii l im lo directly lunding a utilities qx ra l ims  and cnpilnl 
irnprovcmcnu. h e  presence of equily capital pranoler ule almclinn of deb1 cnpilal 1 lower rates and 
under reasunable covenants. 

4. See attached SchcdulcPE-I. 

S. Sec attachcd Srhcdulc PE-I. 
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FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 

TO: 
UTILITY: Southern States Utilltles. Inc. 
FROM: 
REQUEST NUMBER: 74 DATE OF REQUEST: Sep 19. 1995 

AUDIT PURPOSE: 

Charleston Winston Jeff Small 
lmlr rrmFcERl W D l l d A P R E v a C n r r ; A m m s r l  

Rate Case, Dkt# 950495 

September 2 5 ,  1995 REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: &$&@@T TO AN INQUIRY 

OUTSIDE OF AN INQUIRY MFR'S vol  2a Bk 3 of 4 ,  pgs. 37 and 298 
ITEM DESCRIPTION: 
These oaaes refer to the following amounts assoclated with "Shareholders Services". $209,000 . _  
and $168,468. 

please provide the following information concerning these cost: 

1 )  Describe the nature of these cost. 

2 )  Identify all the types of services provided. 

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

4 )  Provide an itemized schedule for  llistorical 1994, Interim 1995, and Projecte 3 identify all the types of cost past down from the parent in total. 
I Lhat 

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

10 AUDIT HAIIAGER DATE: -5mF- 
TWE REQUESTED RECORO OR DOCUIIEHTITIOH: 

( 1 1  ,$hS BEEN PROVIOED TODAY 

(2) (7 CANSOT BE PROVIDED BY TAE REQUESTED O M E  BUT WILL BE %DE MAILABLE 81 

11) 0 hHD IH NY OPINION, ITENIS)  IS(hRE) VROPRIETARY AND CONFlDESTIhL BUSIHISS INIORITIOH LS DEFlSED IN 
3b4.181, 166.091, OR 367.156,  F.S. TO KAlmIX CONTIIUED COIIFIDE#TlAL RAHDLllG OF TWlS NATERIAL, TIE UTILITY OR OTHER 
PERSON UUST, YlTRlN 11 O M S  IIFTER TRE AUDIT EXIT CONIERIWCE, FILE L REQUEST POR CONilDENTlAL CL)ISSIiICIIlIOH YllH T I E  
DlVlSIDN OF RECORDS M O  REPORTING. REFER 10 RULE 1511.0Db, 1.h.C. 
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I 

1995 A&G EXPENSE 5167.455 Increase over 1994 ~ 2.1 1 % 

@l!.@B Labor and Fn 'nee Benefiis u 1 . 1 7 8  Increase - 7.30% 

Note: See discussion of Labor and Fringe Benefits in Parl111. above. 

. .... 

fJ.U Contractual Services - En& $33.523 Increase - lOO% 

Amortization expense for the new computerized system mapping pmject #94EAOO8 

m.4 Mi&!iisi!us Exwnsa G74.432) Decrease - 5.69% 

T h e  primary remon for the decrease i s  the rrclassification of postage fmm A&G to Customer 
Accounts in 1995. 

1994 A&G EXPENSE: $1.801.731 Above Benchmark Guideline - 2690% 

$Q!!w h b o r  and F ' e Benefits u 895 Above Guideline - 17.13% 

Note: See discussion of Labor and Fringe Benefits in Part 111. above 

620.8 Maletids & S ~ p l i e r  ($80.549) Below G u i d e W 8 . 1 4 R )  

The ma,jority of the decrease in 1994 i s  for printing cosu of utility bills. notices and 
envelopes. 'Ihese items were includCd iii A&G in 1991. but were classified in Customer 
Accounts in 1994. 

a228 contractual Service- &l03.3811 Below G u i d e l i n ! 7 D  

T h i s  reduction i s  the res1dt of reduced audit fees'from Price Waterhouse due to in-house 
expertise and efficiencies developed since 1991. SSU was nble to decrease the fccs pnid 
because of SSU's increased internal work relating to prrparation of the audited financial 
statements and supponing schedules, consolidation of SSU into one company, and no audit 
adjustments or internal contml weaknesses being noted in 1994. 

635.8 Contractual Services - Other .h28 2.256 Above Guideline - 421.39% 

$21R.(XXl of thc increase i s  due to SSlJ's portion of Shareholder Services charges from 
Minnesota Power for 1994 ( I  1.8% baaed on average equity) which were not charged In 
SSU in 1991. The unnmonized halance of the cost of an IS Strategic Plan prepared in 
1992 was written off in 1994 totaling $34.273. 

RentJM Bgilding ~.r6~899Aove.Guideline - 74.58% 

The rental of the Engineering building in 1994 increased building rental expense by 
$58.000. In addition. the Mnrco Island office buildinc was rented since 1991 resultinz in / 
an additionrl $24.000. 

.\ 

37 

I 
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- 
DETAIL COMPARISON OF CURRENT AND PRIOR YEAR FPSC OLM EXPENSE. Ab0 EXPENSE 1.8). 1994 



EXHIBIT JAS - 2 (PAGE 6 OF 6) 

aauthern States Utilities, Inc. -_ - 
Review of shareholder Services 
Eistorical 1994, Interim 1995 and Projected 1996 
Dookett 950495 
Auditor: Jeff Small 

Southern States filing includes the following amounts for Acc# 6358 
Contractual services - other: 

$232,379 

$204,783 

$208,776 

for details. 

Historical 1994 ,,L,' 3 
7 It 

Interim 1995 

Projected 1996 

'Auditor initially requested the company to provide documentation 
and additional information for variance amounts described the 
company's filing concerning comparisons of current and prior year 
FPSC O&M expenses. See W/P's I\b ; , 
From the information provided by the company audit staff has 
determined that the above amounts represent charges passed down 
from the parent company, Minnesota Power, to SSU. 

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

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

No further audit work deemed necessary in this area. 

, 

See order# 1,jo') 
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EXHIBIT J A S  - 3 (PAGE 5 OF 8 )  

FLORIDA PUBLIC SERVICE COMMISsIc'N 
AUDIT DOCUMENT/RECORD REQUBST 

NOTICE OF INTENT t= - 

>TO: 1 
UTILITY: Southern States Utilities. InC. 
FROM: 

REQUEST RIJNBER: 48 
( ~ u ~ a - s ' )  - Jeff Small 

DATE OF BBQWST: AUKUSt29.1995 - 
AUDIT pu~pos~: Rate Case, Dkt# 950L95 - 

- September 1, 1995 REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS W E :  

. 
0 INCIDENT TO AN INQUIRY - 

OUTSIDE OF AN INQUIRY - 
ITEM DESCRIPTION: - 
Please provide the following information related to SSU's Conservation Program for Interim 
1995 and Projected 1996. 

Detailed schedules for both periods that reconcile all anticipated cost and related savings 
resulting from the conservation program as stated in C.H. Kowalsky's testimony. 

- 
- 

- 
- 

Specifically: - 

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

2) Written detailed reconciliation of Exhibit CHK3 pg 60 of 71 t o  the dollar Savings 
illustrated in MFR's  Vol IIa bk 3 of 4 for the Conservation Elasticity Adjustment. 

Written explanation of the difference in cost for retro fit kits discussed in Exhibits 
CHK3 pg 58 of 7 4  and CHK3 pg 4 1  of 47 .  

- 
c 

3 )  - 

- - 

- 
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FLORIDA PUBLIC SERVICE COMMISSION . -.. -~ 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 

0:  1 
UTILITY: Southern States Utilities, Inc. 
FROM: 
REQUEST NITMBER: 101 DATE OF REQUEST: Seu. 29, 1995 

AUDIT PURPOSE: 

Charleston Winston Jeff Small 
IA'JDLT mERI 1 A U M T V u E s T  I 

Rate Case, DktX 950495 

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

@ OUTSIDE OF AN INQUIRY 
ITEM DESCRIPTION: 

Please provide the following inforMktlOn: 

1) Does Southern States have written approval from the Commission for its conservation 
prograro(s) ? 

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

If so,'please provide all supporting documentation. 

2 )  

' 70: AoDii MWAGER Charleston Yinrton DATE: /'/dh- 
TIE REQUESTED RECORD OR DMOHENTATIOX: 

(1) BEEW PROVIDED TODbY 

121 CAWNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MDE AVAILABLE 8Y . ,  
( 3 )  17 LAD IW W OPIWIOW, ITEH(S1 IS(ARE) IROIRIETUY AH0 CDWFIDEYTIAL BUSMESS INFORWTIOA AS DEFINED I8 

364.163, 166.D93, OR 16l.IS6, F.S. TO MIXTAIW COWTIHUED CONFIDEHTIAL HlrWDLI3G OF TEIS HATERIAL, TIE UTILITY OR OTBER 
PERSOH KUST, YITEIW 21 DAYS A s l E R  THE AODIT EXIT CONFEREWCE, FILE A REQUEST FOR CDIIIDEYTIAL CLASSIFICATION WH 118 
DIYlSIOX OI RECORDS MD REIORTIWG. REFER TO RULE 25-22.006, F.A.C. 

(4) 0 THE ITEX YlLL HOT BE PRDYIDED. (SLE ATTACHED NEHORAADUWI L u, ,hJr v/:+--- 
@lGKATURE bWD TITLE OF RESPOWOEWII 

. I -  lirtribution: Original: Utility (for coapietiao and retor 
Q Copy: Audit File and P P I  ADrlyrt 
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FPSC 
AUDIT DOCUMENTIRECORD REQUEST 

NOTICE OF INTENT 

TO: Judy Kimball 
UTILITY SSU, Inc. 
FROM: 
REQUEST NUMBER 101 
AUDIT PURPOSE: 
DATE OF REQUEST 9/29/95 
REQUEST DUE DATE: 30/3/95 

ITEM DESCRIPTION 

Please provide the following information: 

Charleston Winston 1 Jeff Small 

Rate Case, Docket # 950495 

I )  Does Southern States have written approval from the Commission for its conservation 
program@)? If so, please provide all supporting documentation. 

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

2) 

r RESPONSE 

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

The following information describes existing water management district requirements for 
utilities to implement a water conservation program. Copies of these regulations and 
guidelines are attached as Appendices FPSC 101-A through C. The reader should also 
refer to SSU's response to FPSC Interrogatory #1  I for further information regarding water 
management district requirements for implementation of water conservation rates. 

2)  

NFWMD 

Although the Northwest Florida Water Management District (NFWMD) has established 
conservation plan requirements for facilities located within designated Water Resource Caution 
Area's (WRCA), SSU has no facilities within those areas. 

SRWMD 

The Su er Water Management District (SRWMD) has no conservation plan requirements. 

1 



SJRWMD 

The Saint John's River Water Management District (SJRWMD) requires Consumptive Use Permit 
applicants to submit a water conservation plan with their Consumptive Use Permit Applications. 

Florida Administrative Code, (F.A.C.) within the publication entitled Applicants Handbook: 
The water conservation plan requirements for public supply me are defined in Chapter 4OC-2, 

Consumptive Uses of Wuter, 12.4.5 and Appendix K, Water Saving Measures for Water 
Conservation Plans (July, 1995) and Rule 40C-2.301(4)(e), F.A.C. These regulations and 
guidelines are attached as Appendix FPSC 101-A. 

SWFWMD 

Southwest Florida Water Management Dishict (SWFWMD) Rule 40D-2.301(k), F.A.C. and the 
publication entitled Basis of Review for Water Use Perm't Applications, p.B4-9 require that to 
obtain a water use permit, applicants must provide reasonable assurances that the permitted use 
will incorporate water conservation measures. Standard permit conditions set forth in Rule 40D- 
2.381(3)(i), F.A.C. require that permittees practice water conservation measures. Further, pp.B6- 
16 - 86-19 of the Basis of Review for Water Use Permit Applications, sets forth water 
conservation permit conditions for various classes of permits according to their size and use. 
SWFWMD requires that Public Supply permittees shall cany out the provisions of their District- 
approved Water Conservation Plan and requires permittees to submit periodic progress repolts 
on the implementation of their plan. These regulations and guidelines are attached as Appendix 
FPSC 101-B. 

4 8 

SFWMD 

The South Florida Water Management District (SFWMD) requires Water Use Permit applicants 
to submit a water conservation plan with their Water Use Permit Applications. The requirements 
of a water conservation plan are defined in Chapter 40E-2, F.A.C., within the publication entitled 
Basis of Review for Water Use Permit Appticatiom within the Soulh Florida Water 
Management District, pp.A-24-26, (March 1994). These regulations and guidelines are attached 
as Appendix FPSC IO&-C. 

2 
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PER AUDITOR: 

The Company's response to auditors Document Re est #34  referenced 

Auditor requested further information about Deltona Lakes purchased 
power via Document Request #62.  ( c 8&dJ 
Auditor believes that the company's budgeted amounts for  purchased 
power at Deltona Lakes is overly optimistic and proposes 
adjustments to 1995 and 1996 purchased power as illustrated in 

/Volume 11, Book 3 of 4, page 125. See W/P d g p  

FPSC Audit Request 62: 

I 

"normalized" power consumption for 1995. The plant manager for Deltona Lakes 
budgeted 

added two new wells (nos. 34 and 35) which resulted in an additional $32,100 of 

Attached please find a copy of the budget documentation to support the 

in the 19 
totaling $3 5,200, or $16,050 per well. Since the 1994 budget, the Company 

e 1995 power usage based upon the average power per well included 
budget. In 1994, there were 24 wells budgeted for power usage 

, '  

La. 1. udgeted power cost. .. 

, ,  
. ,  , I ~' 

( Note that the plant manager used the 1994 budget rather than 1994 actual to 
calculate the "normalized" expected power cost for 1995 due to the wet weath 
during the second half of 1994. Therefore, the $108,000 increase from actual is 
actually only a $32,100 increase from the prior year budget because of the new 
wells. Note that the actual power cost in 1993 totaled $353.000. When this total 
is compounded for the average 3% growth that Deltona has sustained since 1993 
plus the addition oftwo new wells, the 1995 budget totaling $417,300 is i considered reasonable. 

Note that during a dry year, the Company will use power in excess of budget and 
not be allowed to recover these costs. The Company is requesting that 

, ,  
, ,  

"normalized".power usage be allowed for the projected 1995 and 1996 test years i" order to compensate for the budget distortion created by the wet weather noted 
in 1994. 

PBC . ,  ! 

, ,  
1 '  0 , ., 

.. 
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~~ ~~~~ 

~~ 

~~~ 

Schedule for Audit Disclosure No. 8 

dMded by number of welk in 1 W4 

A M P  cost Der well 

ilm nunberofwelb in 190s 

Percompny Is95 budget 
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southern states Utilities, Inc. 

Interim 1995 expense amount 

Divided by estimated life of vaccine 

Equals yearly amortization amount 

Interim 1995 per company $16,000 

$$ 
$ 3,200 

less Interim 1995 per Audit 3.2oOy 

Equals Audit adjustment $12,800 

c P 

less Projected 1996 per Audit 

Equals audit adjustment 

1 . 8 0 4 b  

$14,508 - 
a) Per company 1995 

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

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

equals the number new employees 
22 

oF&ci?hdinatiok increased by 
1.95% attrition factor u 

equals Projected 1996 per 
audit 

5 1,804 

(numbers were rounded to the nearest dollar) i 
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Safety Department 
Intra-Company Correspondence 

DATE: September 8, 1995 

TO: Judy Kimball 

FROM: Jim B a r r a t t y  /D 
RE: FPSC Audit Document/Record Request - of September 5, 1995 

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

How manv e molovees will be immunized? Approximately 200. This represents all 
SSU employees who are considered "occupationally exposed" to bloodborne 
pathogens as defined by the Federal OSHA standard 29 CFR 1910.1030, Bloodborne 
Pathogens (attached). Please also see the SSU Bloodborne Pathogens Safe Operating 
Procedure (also attached). 

DATEGORY NUMBER 
Wastewater Plant Operators 94 
Maintenance Technicians 93 
Welder 1 
Electricians 3 
Environmental Services 
Engineering 
TOTAL 

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



EXHIBIT JAS - 5 (PAGE 3 OF 8 )  

To: Judy Kimball 
Subj: FPSC Audit DocumentationlRecord Request - of September 5. 1995 

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

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

Page: 2 @ 

2. 
(memorandum attached); and 

3. The employees in the Environmental Services Department w h o  regularly 
inspectlmonitor wastewater plant operations (memorandum attached). 

The Engineering Project Construction Inspectors and their supervisor 

This listing is subject t o  annual review and revision as required by OSHA. 

Will this be a recurrina oroaram7 All employees who are identified as 
"occupationally exposed" will be offered immunization if they have not previously 
been immunized. This would also include newly hired employees filling positions 
where they are considered "occupationally exposed." 

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

Yes. 

JTB 
F : ~ U S E R S U B ~ f u m E w l N A N c E . I  

Attachments 

c: Ray Gagnon 
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~. .. . ,  
FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 

Tu: 
~ I ~ I T ~ :  Southern States Utilities, InC. 
FROM : 

REQUEST NUMBER: 90 
AUDIT PURPOSE: 

Charleston Winston Jeff Small 
DIT rn) w-~ 

DATE OF SWEST: SeP. 26. 1995 
Rate Case, DktU 950495 

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

October 2, 1995 

@ OUTSIDE OF AN INQUIRY 
ITEM DESCRIPTION: 

Follow up to FPSC Document Request 62A. Item #3. 

Please provide a detailed schedule that illustrates all 1995 budgeted cost for the Hepatitis 
xmmization Progrm. 

Indicate all NARUC accounts and associated responsibility centers where the cost will be 
distrihuted. 

Additionally identify how much of the cost is associated with; 

I )  The initial imunization program. 
Employee awareness and training. 
Testing and follow up care for incident events. 
Anticipated subsequent immunizations. (new employees) 

jDi; 
4 )  

Identify any other associated cost not included in above items. 
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Safety Department 
Intra-Company Comspondence 

DATE: October 2, 1995 

TO: 

FROM: 

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

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

please or0 vide a det ailed sc hedule that illust rates all 1995 w e d  cost for the 
m a t i t i s  ImmuwaDon Prpg[Iua. 

Number of first inoculations provided to date in 1995: 

Number of second inoculations provided to date in 1995: 

Number of third inoculations provided to date in 1995: 

. .  

137 

157 

107 

ssociated resoons ibilltv w t e r s  where the cost will 

for the Hepatitis Immunization Program. 
the Safety Department Responsibility Center, 

All 

account number: 001 .90001.592.99.6758.0000.250 

Additionallv identifv how muc h of the cost is associated with; 

1 I The initial immun ization oroaram, Virtually 100%. 

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

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

31 Testina and follow UD care is assoc iated with: The only testing or follow 
up that might occur would be associated with a report by an employee of 

. 
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To: Judy Kimball 
Subj: FPSC Audit DocumentationlRecord Request ~ of September 26, 1995 - 
Page: 2 

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

41 Anticioated subseoue nt  immunizations. (new em0 loveed 

CURRENT EMPLOYEES: 

Number of first inoculations anticipated in the remainder of 1995 32 

Number of second inoculations anticipated in the remainder of 1995 38 

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

NEW EMPLOYEES: 

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

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

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

ldentifv anv ot her assoc iated cost not included in ebo VB items. No other costs are 
anticipated. 

PLEASE NOTE: It would appear that someone on the Commission questions the 
necessity of our Bloodborne Pathogen Program. It should be 
noted - the State of Florida does not. I have enclosed an 
advertisement from the University of Florida - Center for Training, 
Research & Education for Environmental Occupations TTREEO) 
regarding a course they currently offer titled: Train-theTrainer for 
Exposure to Waterborne & Bloodborne Pathogens. I hope this 
information will be usefull to you. 63 

F \U6EWBA*RPATT\M~OS!€!NANCE 1 

Attachment 

c: Ray Gagnon 



4 vely safe, effectlve vacclne protects 
igelnst hepatltls B Infectlon. Thls VaCClne IS 
$spclally valuable because there Is no cure 
or the dlseese. 
rhe vacclne Is given In a 3.  dose serles over 

:hance that allerglc or more serious 
wactlons could occur, but so far no serious 
side effects have been seen wlth hepstltls B 
racclne. 

‘Avold dlrect sexual contact (use a 
condom). 

* If you iniect drugs, do not use needles that 
others have used. Sharing needles even 
once can expose you to hepatitis 8, AIDS, 
and other infectious diseases. If you are 
addicted to drugs, please seek professional 
help. 

* Don’t share needles for tattoolng, 
acupuncture, or ear plerclng. 

* Avold sharing razors or toothbrushes. 

The vacclne should be considered for the 
followlng groups of persons: 

* Bebles born to hepatitis B carder mOthen 

* Heterosexuals who have more than one 
sex partner 

* Homosexually or blsexually actlve men 
* Household or sexual contacts of known 

carriers 
* Health care workers exposed to blood or 

needle stlcks 
* Staff or cllents In facllltles for the 

developmentally dlsabled 
* Hemodialysis patlents 
* Persons of Southeast Asian or sub 

Saharan Afrlcan descent 
* Persons who receive certaln blood 

products. such as hemophiliacs 
* Internatlonal travelers to certaln areas of 

the world 
Please talk to your doctor or a nurse If you 
think you mlght need hepat111s B vacclne. 

* 1. V. dNg Users 

\ 

STATE HEALTH OFFICE 0 IMMUNlUITlON PRCGRAM 
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scale, SSU also has experienced high rates of m o v e r .  a e9 w26; 

difficulty recruiting. The percentage of m o v e r  in 1992 was 13.2%. with 

62 out of 469.5 employees sparating from SSu's scrvice. The percentage 

of turnover in 1993. was 13.5 9%. with 66 of 489 employees separating 

from SSU's service. Excluding the Venice Gardens sale and customer 

service office consolidation which took place in 1994. the percentage of 

turnover was 11.54% with 58 out of 502.5 employees 

SSu's service in that year. SSU m o v e r  to daw in 

on an annualired basis. with 13 employees separating 

fmt quarter. 

These nunover rates arc substantially higher than the national and 

southern United States averages. According to data published by the 

B m a u  of National Affairs ("BNA"), which tracks monthly turnover and 

reports the national avenge for all companies nationwide, all US. 

companies averaged 10.8% turnover in 1994. The significance of this 

statistic is that it includes turnover experienced by retailers and the fast 

food indusry which have m o v e r  n t e s  which can exceed 100%. 

Approximately 65% of SSU's preventable turnovers in 1993 and in 1994 

were employees who had less than 3 years of service. In fact, in 1993, 

nearly 31% of the personnel who separated had less than 1 year of service. 

In 1993. we compared our avenge annual m o v e r  to that of other 

utilities: Orlando Utilities Commission 4.8%. Florida Cities 3.96%. CoUier 

14 



RESPONSE TO INTERROGATORIES 

REQUESTED BY: 
SET NO: 
INTERROGATORY NO: 
ISSUE DATE: 
WITNESS: 
RESPONDENT: 

INTERROGATORY NO: 

Fpsc 
6 
336 
1 2/12/95 
Bencinirrerrero 
Moms A. BenciniiRafael A. Terrero 

336 

m e  following question relates to SSU's Hepatitis Immunization Program. Documentation obtained by staff 
auditors supporting SSU's Hepatitis Immunization Program disclosed that the three dose series appears to 
provide protection for at least five years. Rule 25-30.433(8), F.A.C., states that, "Nan-recumng expenses 
shall be amortized over a 5-year period unless a shorter or longer period of time can be justified." Taking 
into consideration employee turnover, is the company in agreement with the auditor's recommendation in 
that the budgeted amount for the Immunization Program represents non-recurring O&M expense and that 
this expense should be amortized over five years? If not, explain the company's position on this issue and 
provide the basis for including the entire amount as a test year expense. 

RESPONSE: 336 

The Company agrees with the auditors recommendation that the Hepatitis Immunization Program is a non- 
recurring expense for that portion of the expense exclusive of recumng costs attributable to new 
employees due to turnover. However, the Company disagrees with the adjustment calculated by the 
auditors. The auditors proposed adjustments would cause the company to under collect for the costs 
associated with a program designed for the safety of its employees. 

It should first be noted that the auditors incorrectly calculated the average cost per employee of the 
immunization cycle to be $80/year, rather than the correct cost of $160lyear. For 1995, SSU budgeted a 
$16,000 expense for the immunization of approximately 100 employees and projected a $16,312 expense, 
($16,000 increased by an inflation factor of 1.95%), for the immunization of additional employees in 1996. 
With an estimated 222 SSU employees participating in the immunization program at an average cost of 
$160 per employee, the cost to the Company for a five year cycle would be $35,520 (222 x $160 = 
$35,520). The $35,520 spread over five years results in an annual amortization expense of $7.104 (35,520 I 
5 = $7,104). Based upon the correct amortization of $7,104, the resulting adjustment would be ($8,896) for 
1995 and ($9,031) for 1996 as opposed to the auditors recommendation of ($12,800) for 1995 and 
($14,508) for 1996. The auditors are recommending amortization expense of $3,200 for 1995 and $1,804 
for 1996, allowing the company to recover a total of only $16,000 or $9.020 over the five year period, 
depending on which test year is used, for a program that costs the company $35.520 over the same period. 

Please refer to FPSC Audit Request numbers 62-A and 90 and the responses thereto for supporting 
documentation relating to the Hepatitis Immunization Program (Appendix 336-A). Also refer to Appendix 
336-B for the $160.00 budget cost per employee and Appendix 336-C for FPSC Audit Disclosure 11 
related to this issue. 



3 3 6  -A FLORIDA PUBLIC SERVICE C O M M I S S I O ~ ~ ~ E , , D ~ ~  
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE O F  INTENT - OF S5’> PAGE 
3 :  Judv -11 

UTILITY: Southern States Utilitles, Inc. 
FROM : Charleston Winston Jeff Small 

(AUNT IXKkGER - I M U D  
REQUEST NUMBER: 62 A 4-23 DATE OF REQUEST: %Water 5, 1995 
AUDIT PURPOSE: Rate Case, Dkt# 950495 

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: September 13, 1995 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: INCIDENT TO AN INQUIRY 

i @ OUTSIDE OF AN INQUIRY 
ITEM DESCRIPTION: 

This is a request for additional supplemental information subsequent to Document Request# 34 
provided earlier. 

Provide additional support for $108,000 increase for Deltona Lakes Acc# 615.1-.6, 
Purchased power. (see attached) 

Provide additional information and support for polyphosphate program at Deltona Lakes. 
(see attached) 

Provide additional support and information concerning Hepatitis immunization program. ($ (see attached) A, m-4 &bz(3) 

Provide additional support and information concerning the salary expense for SSU’s new 
’ b.t president. (see attached) ~ 1 2  ifem 

AS pm~oeep- 9//g/9< d u  9/17,/7.5-# / f -  J 5  coflf;dph,&/ 
N O  L o r /  /> f c C S 8 p S < / ~ d  GI= 

4 :  K i L b a / / .  

TO: AUDIT HAXAGER Charleston Winston DATE: 
TEE REQUESTED RECORD OR DOCUHENTATION: 

\ 

(1) ,,b( BAS BEEN PROVIDED TODAY 4 2, b1-J ,g&,+/&& 7,,(2</~~- U I 

(21  ‘a CANNOT BE PROVIDED BY TEE REQUESTED DATE BUT #ILL BE HADE AVAILABLE BY 
AND IN HY OPINION, ITEXIS) f IS( ARE) PROPRIETARY AND CONFIDENTIAL BUSIHESS INFORHATION AS DEFIBED IS 
364.183, 366.093, OR 361.156, F.S. TO MIHTAIB CONTINUED COHFIDEHTIAL EANDLIYG OF TXIS YATERIAL, TEE UTILITY OR OTEER 
PERSON HUST, YITEIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION WITE TEE 

( 3 1  

DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C. 

(4) TEE ITEY WILL NOT BE PROVIDED. (SEE ATTACHED XENORANDUX) 
- 

OSIGNATURE AND TITLE OF’RESPONDENT) 
’istribution: Oriqinal: Utilitf ( f o r  completion and return( Auditor] 

Copy: Audit File and PPSC Analyst 

PSC/AFA-6 (Rev. 2 / 9 5 )  



Attachment to  Documeat Request# 62 
I Southern States Utilities, Inc. 

Rate Case, Dkt# 950495 
~ 

3 )  

4) 

Support should include schedules. .-used to calculate 
"normalized" power usage. 

In addition, please provide historical information on gallons 
of water pumped for 1992-94, scheduled by month. 

Provide all information available concerning the poyphosphate 
program to treat line corrosion. , 

* .  

Is this a recurring water treatment program or a one time 
effort to correct the corrosion problem ? 

Will there be. additional testing required to monitor the 
polyphosphate programs effects ? If so, where are these cost 
recorded ? 

Provide all information available concerning the hepatitis 
immunization program. 

How many employees will be immunized ? 

Which employees will be immunized ? 

Will this be a recurring program ? 

Provide a schedule that illustrates the compensation program 
for SSU's president position. 

Does the president's position receive any other form o f  
compensation not listed above ? If so, identify. 

Provide a schedule that identifies all cost that were incurred 
to fill the presidents position. 

Where are these cost booked ? 



Safety Department 
Zntra-Company Correspondence 

DATE: September  8, 1995 

kF?ENGIX 3331, - A  

PAGE 3 OF 55 

RE: FPSC Audit DocumentlRecord Request - of September 5, 1995 

Answers t o  t h e  subparts  of question 3 of subject  request regarding Hepatitis 
Immunization Program is hereby provided: 

._ How manv ernolovees will be immunized? Approximately 200. This represents all 
SSU employees w h o  are considered "occupationally exposed" to bloodborne 
pathogens a s  defined by the  Federal OSHA standard 29 CFR 1910.1 030, Bloodborne 
Pathogens (a t tached) .  Please also see the SSU Bloodborne Pathogens Safe Operating 
Procedure (also at tached) .  

CATEGORY 
Wastewater  Plant Operators 
Maintenance Technicians 
Welder 
Electricians 
Environmental Services 
Engineering 
TOTAL 

NUMBER 
94 
93 
1 
3 
5 
4 
200 

Which ernolovees will be immunized? Those SSU employees considered 
"occupationally exposed" t o  bloodborne pathogens. Specifically, those who come in 
direct contac t  with wastewater  or wastewater processing byproducts or who 
frequently operate  or maintain wastewater t reatment  facilities or equipment. Also 
other employees, no t  normally considered occupationally exposed, will b e  provided 
immunization in t hose  cases  where, due to  unforeseen circumstances, they become 
exposed while a t  work performing their normal duties. An example would be an 
employee who  renders f i r s t  aid to  an injured coworker and  comes into contact with 
tha t  persons blood. Hepatitis B immunization can  b e  effective up to t w o  weeks 
following a n  exposure incident. 



To: Judy Kimball PAGE 4 OF 57 
Subj: FPSC Audit Documentation/Record Request - of September 5, 1995 
Page: 2 

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

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

2. 
(memorandum attached); and 

3. The employees in the Environmental Services Department *who regularly 
inspec thoni tor  wastewater plant operations (memorandum attached). 

The Engineering Project Construction Inspectors and their supervisor 

This listing is subject  t o  annual review and revision a s  required by OSHA. 

Will th i s  be a recurrinq Droqram? Yes. All employees who are identified a s  
"occupationally exposed" will be offered immunization if they have not previously 
been immunized. This would also include newly hired employees filling positions 
where they are  considered "occupationally exposed." 

There is also t h e  possibility tha t  booster shots  will eventually be needed to  maintain 
an adequate level of immunization. This determination is ye t  to  be made by the 
Center for Disease Control. I 

JTB 
F\USERS\JBARRAiTUlEMOS\FINANCE.l 

Attachments 

c: Ray Gagnon 



PACE 5 GF 5 7 
29 CFR SECTION 1910.1030-BLOODBORNE P.4THOGENS 

p I91 0.1 030 Bloodborne Pathogens. 
[ l9IO.l030 added by 56 FR 64175. Dc- 
ccmbcr 6. 1991. cKccrivc :Warch 6 .  1992: 
corrcctcd by 57 FR 19206. July I .  19921 

(a)  Scopc ond Aipplicarion. This sccrion 
applies io a l l  occupational csposurc to 
blood or othcr potcnt ia l ly  infccrious 
m3tcrials as dcfincd by paragraph (b )  of 
this scciion. 

(b)  Dejnirions. For purposcs of this 
sccrion. rhc following shall apply: 

Assisronr Secrerary mcans rhc Assis- 
tam Sccrcrxrv of Labor for Occuvational 

I ..: 
. ,  

.q Safety and Hcdih.  or dcsignatcd rcprc- 
scnt3iivc. 

Blood mcans human blood. human  
blood componcnrs. and products made 
from human blood. 

Bloodbornc Pafhogens mcans patho- 
genic microorganisms that  a r c  prcscnr in 
human blood and can cause discasc- in 
humans. Thcsc parhogcns includc. but  arc  
nor limitcd to. hcpatitis B virus (HBV) 
and  human  immunodcf i c i cncy  virus  
(HIV). 

Clinicol Lobornrory mcans a workplacc 
whcrc diagnostic or athcr scrccning procc- 
durcs arc  pcrformcd on blood o r  othcr p e  

Conrominared means rhc prcsencc or 
the reasonably anriciparcd prcscncc of 
blood o r  othcr poicnrially infccrious 
matcrials an an i icm or surfacc. 

Conrominoizd Lnundry mcins  laundry 
which has bccn soilcd wirh b l w d  o r  othcr 
poicniially infcctious marcrials or may 
contain sharps. 

Conraminaied Sharps mc3ns any con- 
raminarcd object that can pcncrrarc rhc' 
skin including. bur not lirqircd to. nccdlcs. 
scalpcls. brokcn glass. brokcn c,apillary 
tubcs. and cxposcd cnds o f  dcntal  wircs. 

Deronraminarion m a n s  ihc  usc of  
physical or c h c m i c ~ l  mcans IO rcmovc. in- 
ac i i~a ic .  or dcsrray bloodbornc parhogcns 
O n  3 surfacc or item to rhc point whcrc 
they arc no longcr capablc a i  transmitting 
infcclious pariiclcs and t h c  surfacc or 
i tcm is rcndcrcd safc for handling. YSC. or 
disposal. 

Direrror m c i n s  rhc Dircctor of thc X a -  
tiond Instiiuic for Occupational Safety 
2nd Hcalih. b.S. Dcparrmcni o f  Hcalth 
and Human Scniccs.  or dcsignatcd rcprc- 
sc"iati"c. 

Engineering Conrrols r n c ~ n s  canirols 
(c.g.. sharps disposal coniaincis .  sclf- 
sheathing nccdlcst that isolaic o r  rcmovc 
I h c  bloodbornc pathogens hazard from 
rhc workplacc. 

E.rposurc ' Inc id fnr  m a n s  a specific 
cyc. mouth. orhcr mucous mcmbranc. 
non-inracl skin. or v a r ~ n t ~ r 3 I  cont3ct with 

:nrial infectious marcrials. 
! 

blood or othcr potcntially inicctious 
mc3rcrials that rcsuirs from thc pcrfor- 
mancc of an cmploycc's dutics. 

Handwashing Faciliiies mc3ns a facili- 
ry providing ?n adcquatc supply of run- 
nine porablc watcr. soap 3nd single usc 
towcls or hor air drying machincs. 

Licmsed Healrhcarc ProJ'essional is a 
pcrson whosc lcgally pcrmirrcd scope of 
praciicc allows him or hcr to indcpcndcnr- 
ly pcrform rhc acrivitics rcquircd by para- 
graph (0 Hcpatitis B Vaccination and 
Post-crposurc Evaluation and Follow-up. 

H B V  mcans hcpatitis B virus. 
H I V  means human immunodcficicncy 

virus. 
Occuparional Exposure mc3ns rcason- 

ably anticipatcd skin. cyc. mucous mcm- 
branc. or parcnrcral contact with blood or 

.athcr porcniially infccrious marcrials thar 
may rcsult from thc pcrformancc of an  
cmploycc's durics. 

Orhrr Poicnrially Infcrrious Mnrerinls 
means 

( I )  Thc following human body fluids: 
scmcn. vaginal sccrcrions. ccrcbrospinal 
fluid. synovial fluid. pleural fluid. pcricar- 
djal fluid. pcriioncal fluid, amniotic fluid. 
saliva in dcntal proccdurcs. any body fluid 
I:iar is visibly canraminarcd with blood. 
and all body fluids i n  siruations whcrc i i  is 
dificult or impossiblc to dificrcntiarc bc- 
t y c n  body fluids: 

(2)  Any unfixcd tissuc or organ (oihcr 
. than iniac1 skin) from a human (living or 

dcad): and 
( 3 )  Hlv-containing ccil or tissuc CUI- 

turcs. organ cultures. and HIV- or HBV- 
conraining culturc mcdium or othcr 5 0 1 ~ -  
Lions: and blood. oreans. or othcr tissues - 
from cxpcrirncnial animals infccrcd wrth 
HIV or HBV. 

Parenrcral mcans piercing mucous 
mcmbrancs or thc skin barrier through 
such cvcnts as nccdlcsricks. human bitcs. 
cuis. and abrasions. 

Prrsonal Proiccrivc Equipmcnr is  spc- 
cializcd clothing or cquipmcnr worn by an 
cmploycc for prorcction againsr a hazard. 
Gcncrsl  work clothcs (c.g.. uniforms. 
panis. shirrs or blouscs) no1 inrcndcd to 
function as prorccrian against i halard 
arc no1 considcrcd io bc pcrsonal prorcc- 
i k c  cquipmcnt. 

Prodvcrion Farilirv m a n s  a facility cn- 
gaged in indusirial-sc=lc. largc-valumc or 
high conccniraiion production o f  HIV or 
HBV. 

Rrgularrd Warrc means liquid or semi- 
liquid bload or orhcr porcnrially inicctious 
maicrials: contaminarcd ircms ihai would 
r c l c i s c  blood or arhcr poicnrially infcc- 
riaus marcrials in a liquid or scmi-liquid 

s t a w  if comprcsscd: itcms that i r c  cakcc! 
v i ih  dricd blood or othcr poicnrislly in- 
fccrious m3tcriils and 3rc cip3blc of rc- 
lcasine rhcsc marcrials during handling: 
coniaminaicd sharps: 3nd pirhologic31 
and  microbialogic3.l w a ~ t e s  conraining 
blood o r  oihcr potcn i ia l ly  infccrious 
marcrials. 

Research Laborarorj mcins  a Izborato- 
ry producing or using rcscirch-hbor3rory- 
scalc amounis of HIV or HBV. Rcsmrch 
laborarorics may produce h igh  conccnrri- 
lions of HIV or HBV but nor in thc YOI- 
umc found in production facilirics. 

Source Individual mc3ns 3ny individu- 
al. living or dcad. whosc blood or othcr 
potentially. infccrious matcrials may bc 3 

source of occupational cxposurc 10 rhc 
cmploycc. Examplcs includc. but arc  not 
limircd to. hospital and clinic paricnrs: cli- 
cnts in instirutions for rhc dcvclopmcnral- 
ly disablcd: rraumn victims: clicnts a i  
drug and alcohol trcarmcnr iacilirics: rc-  
sidcnts of hospiccs and nur s ing  homes: h u -  
man remains: and individuals who donatc 
o r  scll blood or blood componcnrs. 

Srcri l ize m a n s  rhc usc of 3 physic31 or 
chcmical proccdurc to dcstroy all microbi- 
al life including highly resistant bacicrid 
cndasporcs. 

Universal Precaurions is an  ~ p p r o a c h  to 
infccrion control. According to ihc con- 
ccpr o f  Univcrsal Precautions. all human 
blood 3nd ccriain human body fluids arc 
rrcatcd 3s i f  known to bc infcctious for 
HIV.  HBV, and othcr bloodbarnc patho- 
gens. 

Work Pracrice Conrrois m c i n s  conrrols 
rhat rcducc rhc likclihood of esposurc by 
altcring thc manncr in Ghich 3 t3sk is  
pcrformcd (c.g.. prohibiting rccapping oI' 
nccdlcs b?- a two-handcd rcchniqucl. 

(c )  Esposure conrrol-( I )  Exporure 
Confrol Plan. ( i )  E3ch cmploycr having 
an  cmploycc(s) wirh occupaiioml t i p *  
surc  3s dcfincd by paragriph lb )  01' [his 
scciion shall csiablirh 3 writrcn Exposurc 
Conrrol Plan dcsigncd to climinarc or 
minimize cmploycc csposurc. 

( i i )  Thc Exposurc Control Plan shall 
coniain at I c w  thc following clemcnis: 

(AI  The  csposurc dctcrminarion rc- 
quircd by paragraph (c)(?) .  

( B )  Thc schcdulc and mcihod of implc-. 
mcnlaiion for parzgaphs ( d )  .\lcrhods o i  
Compliancc. ( c )  H I V  and HBV Rcsczrch 
Laboratorics and Pioducrion Facilirics. 
( 0  H c p ~ i i r i s  B Vaccinaiion and Posr-Er- 
posurc Evaluation 3nd Follow-up. le1  
Communiczrion o f  Hazzrds io Employ- 
ccs. 2nd l h l  Rccordkccping. a i  ihis st3n- 
dard.  i n d  



,. ~ . .  . . ,. 

( c i  Thc proccdurc for thc cvaluatiqn 9' 
rircumstanccs surrounding crposurc mI- 
dcms i s  rcquircd by paragraph ( O ( m  
or this standird. 

( i i i )  Eich cmploycr shall cnsurc that a 
cop: or thc Esposurc Control Plan is ac- 
ccssiblc to cmployccs in  accordancc with 
29 CFR t910.2O(c). 

( iv)  Thc Exposurc Control Plan shall bc 
icvicu,cd and updaicd at Icast annually 
and whcncvcr ncccssary to rcflccr ncw or 
modified tarks and proccdurcs which af- 
rccr occupational cxposurc and to r c k t  
ncw or rcviscd cmploycc positions with 
occupational crposurc. 

( v )  Thc.Exposurc Control Plan shall bc 
made ivailablc IO thc Arsismnr ScCrCtary 
and thc Dircctor upon rcqucst for CXami- 
ni t ion  and copying. 

(21 ~.rporurc drrrrrninnrion. (i) Each 
c m p l o y  who has an cmploycc(s) with 
occupational cxposurc as dcfincd by para- 
graph (b) of this s~c i ion  shall prcparc an 
crporurs dcrcrmination.. This crposurc 
dctcrminarion shall contain rhc following: 

( A ]  A l is i  o i  al l  job classification5 i n  
which P I /  cmployccs in thosc job clarsifi- 
cations h a w  occuparional cxpasurc: 

(8) A list o f j a b  clasrificarianr in which 
samc tmployccs have occupational cxp- 
sum. and 

(C) A l i s i  of al l  tasks and proccdurcs or 
groups o f  clossly rclatcd cask and procc- 
d u m  in which occupational ciposurc Oc- 
curs and that arc pcrformcd by cmploycks 
in jab classifications l istcd in accordancc 
w i t h  thc provis ions  o i  p a r a g r a p h  

( i i )  This cxparurs dcicrmination shall 
bc madc without rcgard to ths usc of p& 
sonal pratcctivc cquipmcnt. 

(d) Merhods 01 cornp/ionce--( I) Gcn- 
crol-Univcrral prscauiions shall bc o b  
rcwcd to.prcvcnt coniacc with blood or 
other pomrial ly  infcctious marcrials. tin. 
dcr Circumstances in which difccrcntiation 
bctwccn body fluid iypcr is dimcult or im- 
parriblc. 111 body fluids shall bs consid- 
crcd potcniially infcctioos matcrials. 

(21  Enqincering ond work p m n i c c  con- 
rrols. t i )  Enginccring and work practicc 
COntrQlS shall bc urcd to climinatc or min- 
imi2c cmploycc cxposurc. Whcrc occupa- 
rionil cxposurc rcmaini a f w  /nxi tut ion 
or h c s c  controls. pcrronai protcctivc 
cquipmcnt shall also bc uscd. 

(1;) Enginccring controls shall bc clam- 
i d  and m in ia incd  or replaced an a rcq- 
U I x  schcdulc to cnsurc thcir circciivcncrs. 

l i i i )  Employcn shall providc handwash- 
in! raciliticr which arc icadilg acccssibls 
to cmployccs. 

l i v l  When provision of handwashing fa- 
C i h l i C S  is not fcasiblc. the cmployci shall 
provide cithcr i n  appropriate antiscptic 
hand clcinscr in conjuncrion w i t h  &in 
cloWpapcr tow& or mt i rcp i i c  : o v c I c ~ -  
I C s -  Whcn antiscptic hand c l c ~ n s c r s  or 
~ ~ u c ~ c t t c s  arc uscd. hands shall bc 
wished with soap and iunninz witc:  zs 
jwn as  Ic>siblc. 

. (c)(2)(i)(B) of rhir standard. 

, 

(v )  Employcrs shall cnsurc that crn- 
ploycts wash ihcir hands immcdiatcly or 
as swn as fcasiblc aftcr rcmoval of elovcs 
or othcr pcrsonal protcctivc cquipmcnt. 

[vi)  Ernploycrs shall cnsurc that cm- 
ployccs wash hands and any othcr skin 
with soap and waicr. or flush rsucous 
mcmbrmcs wi th  watcr immcdiatcly or i s  
soon 2s fcasiblc following contact of such 
body arcas wiih b l w d  or othcr potcntially 
infcctious rnawials. 

(vi i)  Conizminatcd nc-dlcs and orhcr 
conriminarcd sharps shall not bc bcnt. rc- 
capped. or rcmovcd cxccpr as notcd in 
pa rag raphs  ( d ) ( 2 ) ( v i i ) ( A )  a n d  
(d)(2)(vii)(B) below. Shearing or brcak- 
ing of contaminitcd nccdlcs i s  prohibitcd. 

[A)  Contaminatcd nccdlcs and othcr 
contaminaicd sharps shall not bc bcnr. re- 
capped or rcmovcd u n l m  thc cmploycr 
can dcrnonsrratc that no altcrnativc is fca- 
sibls or that such action is  rcquircd by a 
soccific mcdical or dcntal ilroccdurc. 
['l9lO.lOlO(d)(2l(~ii)(A) &rcucd.by 57 
FR 29206. July I. 19921 

(8) Such bcnding. iscapping or ncrdlc 
rcmoval must bc accomplished through 
rhc UIC o l  a mschanical dcvicc or P onc- 
handcd tcchniquc. 
] l 9 1 0 . l 0 3 0 ( d ) ( 2 l ( ~ ~ ~ l ( B )  corrccrcd by 57 
FR 29206. M y  I. 19921 

(vi i i )  lmmcdiarcly or as swn as porri- 
hlc aitcr  "IC. coniaminarcd rcusablc 
sharps shall bc placcd in appropriate con- 
tainers until propcrly rcpraccsrcd. Tncsc 
conraincri shall b c  

(A) Puncture resistant: 
(E) Labclcd or colarsodcd in accor- 

dance with this siandard: 
(C) Leakproof on the sidcs and bottom: 

and 
(D) i n  accordancc with rhc rcquirc- 

menu sct rorth in paragraph (d)(4)(ii)(E) 
for rcsuablc sharps. 

( i x )  Eaiing. drinking. smoking. apply- 
ing cosmuics or lip balm. and handling 
contact I C ~ S C S  arc prohibited in work ar- 
cas whcrc thcrs i s  a rcisonablc l i kc l ihwd 
,of occupational cxposurc. 

( x )  Food and drink shall not bc kcpr in 
rcfrigcratorr. frccZcK. shclvcs. cabincrr or  .. 
an coun~citops or bcnchiops whcrc blwd 
lor oihcr poicntially infcctious matcrials 
arc prcscni. 

(x i )  All prwsdurcs involving b l w d  or 
uihcr poccnrially infcctious maicrials Ihal l  
bc pcrformcd in such a manner as to mini- 
m i x  splashing. spraying. rparrcring. and 
,gcncrarion of draplcu of thcsc substances. 

( x i i )  Mouth  pipctting/suciioning of 
olood or othcr potcntially infectious 
rnaicrials is prohibimd. 

( x i i i l  Spccimsnr a i  blood or othcr p 
tent ia l ly  infccrious maLCrials shall bc 
placcd in a containcr which prcvcnts lcak- 
ngc during coIIcction. handling. process- 
ing. rioragc. transport. or shipping. 

[ A I  Thc containcr for rroraec. trans. 
pori. or 'hipping shall bc lhbcicd or color. 
irodcd according to paragraph (g)( I ) ( ; )  
And clorcd prior to bcing riorcd. trans- 

poircd.  or rhippcd. W h c n  i racil ity 
utilizcs Universal Prcciutions i2 thc han- 
dling of all spccimcns. thc Iabclins/color- 
coding of spccimcns is  not ncccssar). prc- 
vidcd containcis arc rccognizablc as con- 
taining spccimcns. This cscmption only 
applies whilc such spccimcns!contiincrs 
rcmiin within thc facility. Labcling or 
color-coding i ~ .  x c o r d i n c c  wirh pa r i -  
graph (g) ( l l ( i )  i s  rcquircd whcn such 
spccimcns!containcrs ICZYC thc i x i l i t y .  

(a)  [r ouuidc conraminarion of rhc pri- 
mxry c o n u i n c r  occurs. thc p r imary  
coniaincr shall bc placcd within a sccond 
conizincr sh ich  prcvcnu Icaka_ec during 
handline. proccssing. sroragc. transporr. 
or shipping and i s  labclcd or  so lo radcd 
according to thc rcquircmcnu or this sran- 
dard. 

(C )  I f  thc spccimcn could puncrurc thc 
pr imary containcr. rhc primary coniaincr 
shal l  be placcd w i th in  a sccondary 
containcr which is puncturc-rcsistant in 
addition to rhc above charactcristics. 

(xiv) Equipmcnr which may bccomc 
conraminaicd with blood or  arhcr porcn- 
tially infcciiour matcrials shall bc cxam- 
incd prior to rcwicing or shipping and 
shall bc dsconraminaicd as ncccsrary. un- 
less thc cmploycr r a n  dcmonstratc that 
dcconrarnination of such cquiprncnt or 
portions of such cquiprncnr is not fcasiblc. 

(A) A rcadily obrcwablc labcl in accor- 
dance with paragraph (g)( l)( i)(Hl shall 
bc artvchcd to ths cquipmcnr stating 
which porrians rcmain concaminatcd. 

(a) T h c  cmploycr shall cnsurc that this 
informarion is convcycd to all ailcctcd 
cmployccs. thc rcrvicing rcprcscnrativc. 
and/or the manufacturcr, as appropriaic. 
prior to handling. scwicing. or shipping so 
that appropriatc prcciuiians wi l l  bc tak- 
cn. 

(3 )  Psnonal proicctivc s q u i p m s n t 4 i )  
Provirion. Whcn ihcrc i s  occupational cx- 
pasurc. thc employcr shall providc. at no 
cost to rhc cmploycc. appropriatc personal 
protscrivc cquipmcnt such as. but not lim- 
itcd to. gloves. gowns. labararoc~ coats. 
face shiclds or masks and cyc proccction. 
and mauthpicccr. resuscitation bags. 
pockcr marks. or othcr vsniilaiion dcviccr. 
Pcrsonal protcctivs cquipmcnt w i l l  bc 
considcrsd "appropriacc" only il i t  docs 
not permit blood or othcr parcniially in- 
icctious ma~cr iab to parr through to or 
rcach thc cmploycc's work clothes. slrcct 
clarhcr.  undcrearmcnt r .  skin. c y c s .  
mouth. or orhcr mucous mcmbrancr un- 
der normal conditions of Y S C  2nd lor thc 
duration of i i m c  which thc prorcctivc 
cquiprncnr w i l l  bc uscd. 

(ii) Use. Thc cmploycr shall cnsurc 
that thc cmploycc uscs appropriatc pcr- 
sonal prorcctivc cquipmcnt unless thc cm- 
ploysr shows that thc cmploycc icmporar- 
i ly  and brictly dcclincd to usc pcrronal 
proicct:vc cquipmcni whcn. undcr n r c  
and cxirmrdinary c i rcumruncX i t  was 
thc cmploycc's proicssionnl judgmcnl thal 
in thc rpccihc imtancc ics usc would h a w  

.- 
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(E) Other Rcgularcd Wasrc Contain- 
mcnt.  ( I )  Rcgularcd wastc shall bc placcd 
in containcrs which arc: 

(i) Clasablc: 
(ii) Construclcd to contain al l  contcnu 

and prcvcnt lcakagc of Ruidr dur ing han- 
dling. sioragc. transport or shipping: 

(iii) Labclcd or coloreodcd in accor- 
dance with paragraph @,)(I)(;) [aq this 
standard and 

(iv) Closcd prior to rcmoval 10 prcvcnl 
spiiiagc or protrusion of contcnts d y i n g  
handling. sroragc. transport. or  shipping. 

(2) I f  oursidc contamination of thc rcg- 
ulatcd W ~ S L C  containcr occurs. i t  shall bc 
placcd in  a sccond containcr. Thc sccond 
containcr shall bc: 

(i) Closable: 
(ii) Conrrrucrcd to contain al l  contcntr 

and ~rcvcnr Icakagc of fluids during han- 

i 
. I  

dlinq. sroragc. transport or shipping: 
(iii) Labclcd or coloreodcd in accor- 

dance wiih paragraph (g)(l).(i) of this 
standard and 

(iv) Closcd prior to rcmoval to prcvcnt 
spillage or protrusion of conicnu during 
handling. rroragc. transport. or shipping. 

(C) Disposal of al l  rcgularcd WasIc 
shall bc in accordancc w i th  applicablc 
rcgularionr of the Uni ted Sratcs. Sraics 
and Tciritories. and political subdivisions 
of Statrr and Tcrritorics. 

(iv) Laundv. 
(A) Contaminarcd laundry shall bc 

handlcd as l i i t l c  as porribls wi th a mini- 
mum ofngitarian. ( I )  Contaminarcd l am-  
dry shall bs bagged or  conraincrizcd at  
thc location whcrc i t  was uscd and shall 
not bs sorrcd or  rinsed in thc location of 
uc. 

(2) Contaminated laundry shall be 
placcd and transponcd in bags or conrain- 
cn labclcd or color iodcd in accordance 
with paragraph (g)( l ) ( i )  of this standard. 
When P facility uri l ircs Univcnal Prccau- 
lions in the handling.of a l l  soilcd laundry. 
alrcmativc labsling or color-xding is suf- 
ficicnt if i t  pc rmiu  all cmployscs to rscog- 
nix ihc containcrs as requiring compli- 
ancc with Univcnal  Prccaurions. 

(3 )  Whcncvcr contamimtcd laundry is 
wct and prcscnir a rcasonablc likclihwd 
of soak-through of or Icakagc from thc 
bag or conraincr. the laundry shall bs 
placcd and transponcd in bags or conlain- 
cn which prcvcnl soak-through and/or 
lcakagc of fluids IO rhc cxtcrior. 

(6 )  Thc e m p l o y  shall cnsurc that cm- 
ployccs who h a w  conrac1 with contami- 
narcd laundry w a r  protcctivc glovcr and 
othcr appropriarc pcrsonal protcctivc 
cquipmcnt. 

(C) Whcn a facility ships cantaminatcd 
laundry OK-rirc LO a second faciliry which 
docs not utilizc Univcrsi l  Prcuurions in 
thc handling of al l  laundry. thc faci l i ry 
scncrxting thc contaminaicd laundry 
must  placc such laundry in bags or  con- 
taincrs which a rc  labclcd or  coloreodcd in 
acmrdancc with paragraph lg)( I ) ( i ) .  

7-24-92 

( c )  HIV ond HBV Rrrenrrh Labarcto- 
rirr and Pioducrian Farrliiirr. ( I )  This 
paragraph applies to rcscarch laborarorics 
and production facilirics cngagcd in thc 
c u ~ t u r ~ .  production. conccnrration. cxpcri- 
mentation. and manipulation of HIV and 
H B V .  i t  docs not apply to c l in ic l l  or diag- 
nostic laboratorics cngagcd solcly in thc 

of blood. Iisucs. or organs. Thcsc 
rcquircmcnts apply in addition to thc oth- 

( I )  Rcscxch laborarorics and produc- 
lion faciliticr shill mcci thc following cri- 
teria: 

( i )  Standard microbiological practicer. 
AI] rcgularcd wastc shall cithcr bc incin- 

or dcconraminaicd by a m i ihod  
such as autoclaving known to circcrivcly 
dcstro). blwdbornc parhogcns. 

cr rcquircmcnu of thc riandard. 

( i i )  Spccial practiccs. 
(A) Laboratory doors shal l  bc kcpr 

closed when work involving H I V  or H B V  
is in progrcsr. 

(0) Contaminarcd matcrials that arc to 
bs dccontaminatcd at a sitc away from 
ihc work area shall bs placcd in a dura- 
blc. leakproof. labclcd or co lo r i odcd  
cantainci rhar i i  closcd bcforc bcing rc- 
moved from thc work arca. 

(C) Acccss to thc work arca shall bc 
l imircd to auihorircd perrons. Writrcn 
policicr and proccdurcs shall bc u t a b  
l irhcd whcrcby only pcrrons who h a w  
bccn adviscd of thc porcntial biohazard. 
who mccr any specific cnrry rcquircrncnu. 
and who comply with a l l  m i r y  and exit 
proccdurcs shall bc allawcd IO cnmr thc 
work arcas and animal rwms. 
(D) Whcn othsr porcnrially infcctiaus 

mptcriah or infcctcd animals arc p r a c n t  
in thc work arc= or containmcnt module. 
a hazard warning sign incorporating thc 
univccsal biohazard symbol shall bc post- 
cd on all accus doors. Thhc hazard warn- 
ing sign shall comply w i th  paragraph 
(g)(l)(i i) of this standard. 

(E) All activities involving orhcr poten- 
t ially infccriour matcrials shall bc con- 
ductsd in biological safcry cabincu or orh- 
cr physicakontainmcnl dcviccs within. 
ins containmcnt modulc. No work with 
ihcsc orhcr ptcnr ia l ly  infcciiaur matcri- 
als shal) bc conducrcd an thc opcn bcnch. 

(F) Laboratory coau. gowns. smock. 
uniforms. or oihcr appropriarc procccrivc 
clothing shall bc wcd in lhc work area 
and animal rooms. Protccrivc clothing 
shall not bc warn outsids of thc work arca 
and shall bc dcconraminaicd bcforc bcing 
laundcrcd. 

(G) Spscial carc shall be t i kcn  to avoid 
skin contacr with othcr poicntially infcc- 
tious malcrialr. Gloves shall bc worn 
whcn handling infcctcd animals and when 
making hand contaci with othcr potential- 
l y  infccriaur materials is unavoidablc. 

( H )  Bcfors disposal a11 WZSIC from 
work arcas and f rom animal rooms shall 
c i ihc i  bc incincrilcd or dccontaminatcd 
by .I method such as a u i o c h v i n g  known to 
cRcciivcly dcstroy'bloadbornc pathagcnr. 

PAGE 4 OF 5.5 
( I )  Vacuum lincs shall bc pioicctcd 

wi th liquid disinfccrant traps 2nd high- 
cfficicncy parriculatc air (HEPA)  f i l t cn  
or hltcrs of cquivalcnt or supcrior cfficicn- 
cy and which arc chcckcd ioutincly and 
maintaincd or rcplaccd as ncccssary. 

(J)  Hypodcimic nccdlcs and syringcr 
shill bc uscd only for parcnlcral injcction 
and yp i r s r i on  of fluids from laboratory 
anirn2.h and diaphragm botrlcs. Only ncc- 
dlc-locking syringcs or disposable syringc- 
nccdle units (is.. rhc nccdlc is inrcgral I o  
the syringe) shall bc uscd for rhc injection 
or aspiration of othcr potcnrially infcc- 
tious matcrizls. Extrcmc caution shall bc 
urcd whcn handling nccdlcs and syrinqcs. 
A nccdlc shall not be bcnt. shcirsd. rc- 
placcd in thc sheath or guard. or rcmovcd 
from thc syrinqc following use. Thc ncc- 
dlc 2nd syringc shall bc promptly placcd 
in  B punccurc-rcrirtant concaincr and 
autoclavcd or dccontaminatcd bcforc rc- 
usc or disposal. 

(K) Al l  spills shall bc immcdiatcly con- 
taincd and clcancd up by appropriarc pre 
fusional staR or  others propcrly trained 
and equipped ro work with parcntially 
conccntratcd infectious matcrialr. 

( L )  A spill or  accident that results in an 
cxpasuri incidcnt shall bc immcdiatcly rc-  
porrcd to rhc laboratory dirccror or orhcr 
rcrpansiblc pcrron. 

(M) A biasafcty manual shall bs prc- 
parcd o r  adoptcd and pcriodically rc- 
vicwcd and updat:d a t  lcast annually or 
morc ofrcn if ncccsiaiy. Pcrsonncl shall 
bc adviscd of prcnrial  hazards. shall bc 
rcquircd to read instructions on practicer 
and proccdurcs. and shall be rcquircd 10 
follow them. 

(iii) Conrainmcnt cquipmcnt. (A) Ccr- 
t if isd biological rafcry cabincu (Class I. 
11. or 111) or orhsr appropriatc combina- 
tions of personal protccrion or  physical 
containmcnt dcviccs. such as spccial prc- 
tcctivc clothing. rcrpiratarr. ccntrifugc 
safcry cups. scalcd ccntrifugc rotors. and 
containmcnr caging for animals. shall bc 
uscd for al1,acriviticr wi th arhcr potcnrial- 
ly infccriour matsrial% that posc a thrcal 

'of  cxposurc to droplcu. rplarhcs. spills. or 
1CTOSOIS. 

( B )  Biological safcry cabinsrs shall bc 
ccrrifisd whsn inrrallcd. whcncvcr thcy 
arc moved and a1 I c m  annually. 

( 3 )  H I V  and HBV rcscarch laborale 
rics shall mcct rhs following criteria: 

(i) Each laboratory shall contain a fa- 
cil ity for hand washing and an syc wash 
facil i ty which i s  rcadily availablc within 
rhc work arc=. 

(ii) An autoclave for decontamination 
of icgulatcd wastc sh,all bc available. 

(4) H I V  and HBV production facilities 
shall mcsc the  following criicria: 

( i )  The work arcas shall bc rsparatcd 
from arcas thzr arc opm to unrcrtrictcd 
traffic flow within thc building. Passagc 
through two scis aidoors rhall'bs ihc ba- 
sic rcquircmcnr for en t ry  into thc work 

from acccss corridors or othcr canrig- 

- 2 1  - [Src.  1910.1030(e)(4)(i)] 
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uw arcas. Physical separation O r  thc 
highioniainmcnr work 3rca from accsr  
corridors or othcr arcas or acti'itics may 
also bc providcd by  a doublc-doorcd 
cloihcsxhanec room (showcrs ma:, bc in- 
cludcd). airlock. or oihcr acccss facility 
ihai rcquircs passing ihrough two scrs or 
doors bcforc cntcring ihc work arcs. 

( i i )  The surfaces of dwrs.  walls. floors 
and ccilings in ihc work arc2 shall bc wa- 
ICT ccsistanr SO that ihc? can bc casily 
clcansd. Pcncrrarions in ihcrc surraccr 
$hall bc scaled or capablc of bcing scaled 
to racilitarc dcconiaminaiian. 

( i i i )  Each work x c a  shall ionrain a 
sink for washing hands and a readily 
availabk cyc wash facility. Thc r ink shall 
bc looi. clbaw. or automarically opcrarcd 
and shall bc locatcd ncar rhc csil door of 
chc work XCJ. 

( i v )  Acccxs doors IO ihc work arca or 
conrainmcnt modulc jhnl l  bc sclr-zlosing. 

( v )  An a u t o ~ l a v ~  lor decontamination 
a1 rcgulaicd wastc shall bc availablc wi:h- 
in or  as ncar as possiblc i o  ihc work area. 

[vi) A ducicd cxhaurr-air vcnii laiion 
rysicm rhal l  be providcd. This s y s i m  
shall crcaic dirccrional airflow rhai  draws 
air inlo thc work arc2 ihrough rhc cnrry 
a r m  Thc cxhaurr air shall not bc rccircu- 
latcd io any oihcr arca of thc building. 
shall bc dischargcd io  thc ourridc. and 
shall bc dispcrscd away from occupied ar- 
cas 2nd air iniakcs. Thc propcr dircciion 
of ihc airflow shall bc vcrificd (i.c.. into 
the work arca). 

( 5 )  Troining Rcquircmenis. Addiiional 
iraining rcquiicmcnrr Tar cmplayccs in 
H I Y  and H B V  rcscarch laboratorici and 
H I V  and H B V  pioducrian facilities arc 
vccificd in  paragraph (g)(?)( ix l .  

(0  Htpalirir 8 vaccinorion and posr- 
t.rporurr evalurrrion ond /o//o*.-up-( I ) 
Ccnrrd. .  ( i )  Thc cmploycr shall makc 
availablc thc hepatitis B vaccinc and vac- 
cination scrics io all cmplayccs who h a w  
occupa[ional cxpasuyc. and pori-crporurc 
cvaluaiion and lollow-up to  a l l  cmplayccs 
who havc had an crporuic incidcnr. 

liil Thc cmploycr shall cnsurc that all 
mcdical cva lu i ions  and proccdurcr in-  
cludine Ihc hcpaiiiis 8 vaccinc 2nd vacci. 
nalion serics and posi-crparurc ::.aluarion 
and iolloru-up. includinq prophylaxis. arc: 

( A I  .Wade available J L  no cosr 10 rhc 
cmpioycc: 

( B I  Madc zvailablc io thc c ~ ~ p l a y c c  a i  

(C) Pcriormcd by or undcr thc supcpi- 
>ion o r a  liccnscd physician or by or undcr 
ihc rupcn'irion of anoihcr liccnscd hcalth- 
m r c  proicrsional: and 
(D1 Providcd according io rccornmcn- 

daliuns or the C.S. Public H c i i t h  scwiCc 
CUrrcnl a i  ihc Lime ihcrc cv~Ju:~ions and 
Proccdurcr i ~ k c  placc. cxccpi 2s ipccificd 
by i h i i  paragraph 10. 

a rcxanablc Iimc and placc: 

(iii) Thc cmploycr shall cnsurc ihar all 
laboraior). icsis arc cooductcd by an ac- 
cicdircd laboratory a i  no cost io rhc cm- 

( I )  Hrpniiiir B Vaccinnrion. (i) Hcpa- 
i i i i s  B vaccination shall bc made availablc 
aficr ihc cmploycc has rcccivcd ihc  irain- 
ins rcquircd in paragraph (g)( l ) (v i i ) ( l )  
and wiihin 10 working days 01 in i i ia l  as- 
s ignmcn i  io all cmployccs who havs occu- 
pariond crporurc unlcls thc cmployec has 
prcriously icccivcd ths complctc hcpariris 
B vaccination scrics. anribody rcrring h a  
rcvcdcd ihai 1hc cmploycc i x  immune. or  
thc vaccinc is caniraindicaicd lor  mcdical 
rczsons. 

(i i l  Thc cmploycr shall noi makc par- 
i icipaiion in a prcscrccninc program a 
prcrcquiriic lor  iccciving hcpaii i is B vac- 
cinaiion. 

( i i i )  I f  rhc cmplaycc inirially dcclincr 
hepatitis B vaccination bur a i  a later dart  
whilc s i i l l  covcrcd undsr ihc  sLandard dc- 
cidcs io acccpi the vaccination. rhc cm- 
ploycr shall makc available hcpatiris B 
vaccination ai 1hai timc. 

( iv)  Thc cmploycr shall axu rc  thar cm- 
ployccs who dcclins io accept hcpariiis B 
vaccinaiion oKcrcd by ihc cmploycr sien 
i hc  xaicmcn,  in appcndix A. 

litis B vaccine i s  rccommcndcd by  rhc 
U.S. Public H c d t h  Scmicc ai a fururc 
darc. ruch boostcr dore(s) shall bc m+dc 
availablc in accordancc w i i h  icciian 
(O( l ) ( i i ) .  

(3) Porr-crparurc Evdluoiion ond Fol- 
low-up. Fallowing a icpon of an cxposurc 
incidcnt. thc cmployci shall makc immc. 
diatcly availablc to rhc cxporcd cmployc: 
a confidcnrial mcdical cvaluaiion and fol- 
low-up. including a i  I C Z I I  ihc rollowing cI- 
cmcnts: 

( i )  Dacumcniaiion d t h c  muic(r)  orcx-  
posurc. and rhc circumsiancss undcr  
which thc cxparurc incidcni occurred: 

( i i )  ldcnrificaiion and documcntation or 
rhc sourcc individual. u n l ~ s s  rhc cmploycr 
can establish ihai idcnrificarion is infcasi- 
blc or pionibircd by m i c  or local law: 

(A)  Thc sourcs individual's blwd.shall 
bc tcsrcd ax soon as fcariblc and after 
conscni is  abcaincd in ordcr io dcicrminc 
H B V  and H I V  inicciivky. I f  conscni is 
"ai obiaincd. ihc cmploycr shall criablish 
rhai  Iceally rcquircd conscni cannoi bc 
abtaincd. When Ihc m u r c c  individual's 
con5cni i s  not icquircd by law. ihc sourcc 
individual's blood. ir availablc. shall be 
icricd and ihc results documcnccd. 

(a) Whcn ihc sourcc individual i s  ai- 
ready known io bc inicc:cd with H B V  or 
H I V .  icriing lor ihc souicc individual's 
known H B V  or HIV siaius nccd nor bc 
rcpcaicd. 
(C) Rcsulir of the sourcc individual's 

tcsiing shall br made availablc io ihc SI-  

posed mploycc. and ihc cmploycc shall 
bc informcd of applicablc laws and rcgu- 
lat ioni  ConcctninP disclorurc a1 ihc  idcnii- 

ptoycc. 

(v) ir a roulinc bmrtcr dosc(s) o r  hc?a- 

PAGE 

iy and infccriaus sraius of rhc sourci indi- 
vidual. 

( i i i )  C O I I ~ C ~ ~ O R  and tcsrinq hlood ror 
H B V  and HIV scrological s i l l u s :  

(A)  The cxporcd cmployc:'~ b l w d  shall 
bc collccrcd u rwn as lcasiblc and ksrcd 
artcr conscnr is  obiaincd. 

(a) i r  thc cmploycc conicnu io basc- 
l ine blood colkction. but docs not sivc 
C O ~ S ~ ~ ~  21 ihai  Lime l o r  Hlv scrologic 
tcsiing. thc samplc shall bc prcrcvcd for 

knr i  90 days. If. wirhin 90 dzys or thc 
cxporurc incidcnr. rhc cmploycc clccrs io 
havc ihc basclinc samplc rcrtcd. ruch rcsi- 
i nq  shall bc done as scan SI fcisihic. 

( i v )  Pori-crposurc prophyhxis. whcn 
mcd ic i l l?  indicltcd. ax rccommcndcd by 
i hc  U.S. Public Hcalih Scrvicc. 

, 

(v )  Counrcling: and 
(v i )  Evaluation 01 rcponcd illncsscs. 
( 4 )  Informarion Proridcd IO rhc  

Heolrhcare Pro/c~~iono/ .  ( i ]  Thc cmplay- 
CT shall cnsurc rhai ihc hcalihcarc proicr- 
sional rcsponsiblc for rhc cmploycc'r Hcp 
a t i t i s  B vaccination is  providcd a copy of 
this regularion. 

( i i )  Tnc cmploycr shall cnsurc ihar rhc 
hcalrhcuc prarcrrional cvaluaring an cm- 
ploycc aficr an cxporurc incidcni i s  pr+ 
vidcd thc following informarion: 

(A) A copy of rhis r cp la l i on :  
(B) A dcrcripiion or rhc cxporcd cm- 

p1oycc.r duiicr as thcy relaic io ihc cxpa- 
sure incidcnr: 
IC> Docurnmixian thc routdr> of . .  . .  

cxporurc and cwcumsimccs undcr which 
cxposurc occurrcd: 

(D) Rcsulrr of thc IOUTCL individual's 
blood 1cr:ing. i f  availablc: and 

(E) All mcdical records rclwani io rhc 
appropriarc trcatmcnc or rhc cmplaycc in- 
cluding vaccinarion status which arc rhc 
cmploycr's rcspanribiliiy I O  mainrain. 

( 5 )  Hroifhcorc Proftrjioml'r Wririen 
Opinion. Thhc cmploysr shall obiain and 
provide ihc cmploycc wich P copy a1 rhc 
cvaluaring hcalihcarc profcssianal's wrir- 
rcn opinion within I 5  days of ihc complc- 
t ion 01 thc evaluation. 

( i )  Thc hcalihcarc proksrioml'r wr i l -  
tcn opinion for Hcpaiit ir B vaccinaiion 
shall bc l imi icd io whtthcr Hepaiiiis B 
vaccinaiion is indicarcd for an cmploycc. 
2nd i f  the cmplaycc has rcccivcd such vac- 
cinarion. 

( i i )  The hcalrhcaic profcrrional'r wr i i -  
tcn opinion rOi port-cxporurc cvaluaiion 
and rollow-up shall be limited io ihc fol- 
lowing information: 

( A I  Tha i  rhc cmplorcc ha5 bccn in- 
formed or the rcsdis or thc C Y I I U U ~ O ~ :  

and 
( B )  Tha i  thc cmploycc has bccn told 

about any mcdical condirionr rcruliing 
from cxporurc io b l w d  or othcr pami ia l -  
ly infcciious malcriils which icquirc lur- 
ihcr c d u a t i o n  or ircaimcnt.  

(iiil All othsi  findings or diagnoses 
shall rcmain ConfidcnLial and shall no: bc 
included in !hc wri i icn  rcparr. 

[Sec .  isia.i03o(r)(5)(iI i)1 
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i SUBJECT: Bloodborne Pathogens 

I .  

SOP KUMBER: 1 

i!. 

PIJRPOSE: 

To establish a program for preventing injuryiillness to Southern States Utilities 
employees by protecting them from exposure to bloodborne pathogens. See Glossary 
o f  Terms for definition. 

OBJECTIVES: 

A.  To identify minimum Eloodbci-ne Parhogen Procedure requirements for SSU 
operations and employees; 

B. To prevent employee injury or illness as the resuli of accidental and/or 
unprotected exposure t o  bloodborne pathogens in the workplace; and 

To comply with STate and Federal equirements for employers to establish a 
written Bloodborne Pathogen Program and procedures h r  the protection of 
employees. 

C. 

111. SCOPE: 
I 

This SOP applies to all SSU employees who are either identified cis “accupationally 
exposed“ or who inadvertently become exposed to bloodborne pathogens while 
performing their duties as SSU employees. !t: 

1. Establishes procedures for dc:ermining occupational exposure; 

2.  Provides mandarory guidanc;? for protecting affected employees 
including: employee training, personal protective equipment 
requirements, medica! inoculalions, and operating procedure guidelines; 

Identifies the actions that must be taken following the report of an 
exposure incident; and 

3. 

4. Establishes record keeping and :eport requirsments. 

IV. DEFINITIONS: 

Refer t o  Appendix A - Glossary of Terms 

V. DISCUSSION: 

It has been determined that SSU employees in certain job classifications, may face a 
health risk as the result of occupational exposure t o  blood and other potentially 
infectious materials (OPIMI because of bloodborne pathogens. The pathogens of 

Effsctive Date: October 31, 1994 -2- 



SUBJECT: Bloodborne Pathogens 

greatest concern are: HBV which causes Hepatitis B, a serious liver disease, and HIV, 
which causes Acquired Immunodeficiency Syndrome (AIDS). Infection with either HBV 
or HIV can lead t o  a number of life-threatening conditions, including cancer. They are 
considered the most significant health threats of all the bloodborne pathogens. 

Research into the potential for exposure of employees to HBV or HIV through 
wastewater collection systems and treatment plants indicates that these viruses 
should not survive in the changing temperature, chemical and pH levels present in 
modern wastewater collection systems and treatment processes. However, since this 
research is not yet conclusive SSU offers voluntary compliance with the Occupational 
Safety and Health Administration Bloodborne Pathogen Standard through this SOP. 

SOPNUMBER: 1 

The hazard of exposure to bloodborne pathogens can be minimized or eliminated using 
a combination of engineering and work practice controls, personal protective clothing 
and equipment, training, medical surveillance, signs and labels, and other provisions. 
Hepatitis B, for example, is preventable by vaccination. 

VI. DUTIES AND RESPONSIBILITIES: 

A. Vice PresidentsiReqional Manaqers having one or more employees with 
occupational exposure as defined in the Glossarv of Terms, Appendix A, are 
responsible for: 

7 .  Implementation of the Bloodborne Pathogen Procedures Program for all 
operations under their control; 

Ensuring an annual reviewlupdate is conducted by the thirtieth of June 
each year of job classifications l isted in SSU’s most current Exposure 
Determination Evaluation, Appendix B of this SOP. Section VI1 (pages 
5 + I  refers; and 

2. 

3. Monitoring supervisors to ensure they provide sufficient training, 
equipment and healthcare services t o  allow their employees to be 
adequately informed and work safely in the presence of bloodborne 
pathogens. 

B. Supervisorv Personnel are responsible for: 

1. Conducting a review of job classifications for positions under their 
control to help identify those job classifications where there is a t  least 
some risk of occupational exposure to bloodborne pathogens as 
discussed in section VU, (pages 5 +). The review must be completed 
annually, by June thirtieth, using the  Bloodborne Pathoaen ExDosure 
Determination, form No. S-17, (attached); .. 

Effective Date: October 31, 1994 -3- 



2. Coordinate with the Human Resources Department and the Manager of 
Administrative Services as necessary t o  provide their affected 
employees w i th  healthcare services as discussed in section IX, (pages 
7+1; 

3. Establishing methods and procedures for protecting affected employees 
from exposure to bloodborne pathogens. These procedures must 
effectively address their employee's particular work assignment and also 
be consistent with the nlinimum requirements at Appendix C; 

Ensuring employees under their control receive appropriate training in 
accordance with this procedure; and 

Ensuring an Infectious Exoosure Report and a Notice of IniUrV ~eDOrt, 
Form DWC-1, are completed for every employee under their supervision 
who becomes involved in an exposure incident. 

4. 

5. 

C. SSU Emolovees will: 

1 .  Follow established procedures for protecting themselves so as to 
prevent incidents of  exposure to bloodborne pathogens: 

2 .  Use t h e  personal protective equipment.provided for thair protection as 
instructed; and 

Immediately report any incidents t o  their supervisors where they have 
come into physical contact wi th another person's blood or blood 
products while working or if they have been injured (for example needle 
sticks1 or been exposed t o  bloodborne pathogens. 

3. 

D. The Human Resources Manaser will develop and implement procedures as 
necessary t o  ensure the following requirements are accomplished: 

1. The establishment and maintenance o f  a Medical Records Program in 
suppon of this Safe Operating Procedure and consistent wi th OSHA 
regulation 29 CFR 1910.20. 

2. Coordination with affected departments whenever new employees are 
hired t o  positions where thgre is a risk of occupational exposure to 
bloodborne pathogens to ensure they are offered Hepatitis B 
vaccinations; and 
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SUBJECT: Bloodborne Pathogens 

3. 

SOPNUMBER: 1 

Ensure all employee medical documentation received by SSU as the 
result of Hepatitis B vaccinations or post-exposure evaluation and . 
follow-up is placed in the employee's medical record per section XI.A., 
(page 141. 

E. The Manaaer of Administrative Services will ensure: 

1. 

2. 

Coordination between SSU employees, their respective supervisors and 
the appropriate healthcare professional following an exposure incident 
t o  ensure all post exposure evaluation and follow-up activities identified 
in section 1X.D.. (pages 8 + I ,  are completed; and 

All required documentation for the above activities is accomplished, wi th 
SSU's copies of employee medical documentation forwarded to the 
Human Resources Department for placement in the employee's medical 
record per section XI.A., (page 14). 

F. The Safety Administrator will provide overall administration of the Bloodborne 
Pathogen Program t o  ensure compliance. Additionally, the Safety Administrator 
will be responsible for: 

1. 

2. ' 

Administration of the Bloodborne Pathooen Safe Operating Procedure; 

Coordination of the annual Exposure D'etermination Review; 

3. Periodic evaluation of the program's effectiveness; and 

4. Assisting with bloodborne pathogen training programs and safety 
meetings t o  reinforce safe practices for all supervisors and employees. 

VII. EXPOSURE DETERMINATION: 

As required by  OSHA, a reviewiupdate of SSU's Exposure Determination Evaluation. 
Appendix B of this SOP, will be conducted annually by  June thirtieth of each year. 
This review will identify those job classifications where there is risk of occupational 
exposure t o  blood, blood products and other potentially infectious materials. Refer to 
Appendix A, Glossary of Terms - "Occupational Exposure." 
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Copies of the Bloodborne Pathoaen Exposure Determination, Form No. S-17 (attached), 
will be completed t o  document the review with a copy forwarded to the Vice President 
for Corporate Services. The annual exposure determination review shall contain the 
following: 

A. A list of all SSU job classifications in which .aJ employees have occupational 
exposure; 

A list of job classifications in which ~ a m e  employees have occupational 
exposure; and 

E. 

C. A list of all tasks and procedures or groups of closely related tasks and 
procedures in which occupational exposure occurs and that are performed by 
SSU employees in job classifications where- employees have occupational 
exposure, see subparagraph 8. above. 

SUBJECT: Bloodborne Pathogens SOPNUMBER: 1 

NOTE: 

This exposure determination shall be made without regard t o  the 
use of personal protective equipment. For example, a job 
classification must be identified on Form S-17 even when t h e  
employee wil l be given personal protective equipment and the 
supeniisor considers the employee fully protected against 
exposure. 

VIII. COMPLIANCE METHODS: 

The regulations are quite specific wi th regard to the required contents of this SOP. We 
recognize that, as a matter of course, employees are not typically exposed to 
hypodermic needles, "sharps" or concentrated q u a d t i e s  of blood or blood by. 
products. However, blood is certainly present in wastewater and there IS  a n  
opportunity for occasional exposure to needles and other medical-related items that 
may pass through our collection Systems. (Please refer to the "Discussion" section of 
this manual for a clarification of the environmental conditions necessary t o  for proper 
incubation of these viruses.) Additionally, workers may, on occasion, be exposed to 
blood or other potentially infectious materials resulting from coworker injury, etc. As 
a result, there is a potential for employee injury or exposure as discussed above. 

Appendix C, Protective Measures Aaainst Exposure t o  Bloodborne Pathosens, 
establishes the minimum requirements consistent w i th  State and Federal guidelines 
that must be instituted by supervisors for protecting any employee who has been 
identified as being at risk of occupational exposure t o  bloodborne pathogens. 
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SUBJECT: Bloodborne Pathogens SOPNUMBER: 1 

IX. HEPATITIS B VACCINATION AND POST-EXPOSURE EVALUATION AND FOLLOW-UP: 

A. . General. 

1. All employees will be offered the Hepatit is B vaccine and vaccination 
series $ they have been identified ashaving an "occupational exposure" 
to blood or other potentially infectious materials. All employees who 
experience an exposure incident, will be provided post exposure 
evaluation and follow-up. 

The medical evaluations and procedures involving both the Hepatitis B 
vaccine and vaccination series and post-exposure evaluation and follow- 
up, including prophylaxis, will be: 

2. 

a. Made at no cost t o  the employee; 

b. Made available to the employee a t  a reasonable time and place; 

c. Performed by or under the supervision a Company designated 
physician or by or under the supervisiori of  another licensed 
healthcare professional; and 

d. 'Provided according t o  recommendations of the U.S. Public Health 
Service current at the time these evaluations and procedures take 
place, except as specified by  this section, section IX, of the Safe 
Operating Procedure. 

3. All laboratory tes ts  will be conducted b y  an accredited laboratory at no 
cost t o  the employee. 

B. HeDatitis B Vaccination. The Hepatitis B vaccination will be made available 
after an employee has received the required training arid within 10 working 
days of their initial assignment t o  work involving the potential for occupational 
exposure t o  blood or other potentially infectious materials. 

The Hepatitis B vaccine may be waived i f  the employee has previously had the 
vaccine and can provide appropriate documentation or, if the documentation is 
not available, wishes to submit to antibody testing which shows the employee 
has sufficient immunity. 

If the vaccine is waived for an employee, then copies of either the 
documentation provided by the employee or the antibody test results (used as 
a basis for granting the waiver) will be maintained in the employee's medical 
record. .. 
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SUBJECT: Bloodborne Pathogens 

1. New employees will be scriened using the Phvsicai Activity Demands 
Assessment, form HR#147, during new employee processing. Those 
considered "occupationally exposed" will be sent t o  a Company 
designated physician following successful completion of the new 
employee physical exam. At that time, they will be provided counseling 
about the Hepatitis B vaccination Series. They will then be offered the 
vaccine. 

If an employee is promoted or reassigned into a job classification where 
they are now considered "occupationally exposed" -their supervisor will 
coordinate with the Human Resources Department and Company 
designated physicians to offer them the Hepatitis B vaccine. 

2. 

C. Declination. Employees who do riot receive a waiver for the Hepatitis B vaccine 
as discussed above but refuse to feceive the vaccine will sign a copy of the 
SSU Hepatitis B Vaccine Declination form (see sample attached). A signed 
copy of the Hepatitis 8 Declination form will be maintained in the employee's 
medical record until such time as the employee elects to receive the 
vaccination. 

SOPNUMBER: 1 

NOTE: 

Employees who initially decline the vaccine but who later wish 
to have it may then have the vaccine provided a t  no cost j! they 
are still considered occupationally at risk. 

D. Post ExDosure Evaluation and Follow-UP. 

1 .  When an SSG employee experiences an exposure incident, they should 
report it promptly t o  their supervisor and the Manager of Administrative 
Services. An Infectious Exposure Report and a Notice of Iniury form 
(DWC-1) will be completed in cases. A confidential medical 
evaluation and follow-up will immediately be provided t o  the exposed 
employee including at least the following elements: 

a. Documentation o f  the routelsl o f  exposure, and the 
circumstances under which the incident occurred: 

b. Identification and documentation of the source individual, unless 
that identification is infeasible or prohibited by State or local law; 
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( 1 )  The source individual‘s blood shall be tested as soon as 
feasible and after consent is obtained in order to 
determine HBV and HIV infectivity. I f  consent is not 
obtained, a memorandum of record will be placed in the 
employee‘s medical record t o .  establish that legally 
required consent canhot be obtained. When the source 
individual’s consent is not required by law, the source 
individual’s blood, i f  available, shall be tested and the 
results documented. 

SOPNUMBER:  1 

( 2 )  When the source individual is already known t o  be 
infected with HBV or HIV, testing for the source 
individuals’s known HBV or HIV status need no t  be 
repeated. 

Results of the source individual’s testing shall be made 
available to the exposed employee and the employee shall 
be informed of applicable laws and regulations concerning 
disclosure of the identity and infectious status of the 
source individual. 

(3) 

c. ,Collection and testing of blood for HBV and HIV serological 
status; 

(1) The exposed employee’s blood shall be collected as soon 
as feasible and tested after consent is obtained. 

I f  the employee consents t o  baseline blood collection, but 
does not give consent at that  time for HIV serological 
testing, the sample shall be preserved for at least 90 
days. If, within 90 days of the exposure incident, the 
employee elects to have the baseline sample tested, such 
testing shall be done as soon as feasible. 

d. Post-exposure prophylaxis, when medically indicated, as 

12) 

recommended by  the U.S. Public Health Service; 

e. Counseling; and 

f. Evaluation of reported illness. 
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SUBJECT: Bloodborne Pathogens 

E. Information Provided t o  the Healthcare Professional. 

'I. In the case of k lepat ik  B vaccination: The healthcare professional 
responsible for the employee's Hepatitis a vaccination wil l be provided 
a copy of this Safe Operating Procedure and OSHA regulation 29 CFR 
1910.1030. 

2.  In the case of an exposure incident: The healthcare professional 
evaluating an employee after an exposure incident will be provided the 
following information: 

a. A copy of this Safe Operating Procedure and OSHA regulation 29 
CFR 1910.1030; 

A description of the exposed employee's duties a s  they relate to 
the exposure incident; 

b. 

C. Documentation of the route of  exposure and circumstances 
under which exposure occurred (SSU Exposixe Incident form); 

SOPNUMBER:  1 

d. Results of the source individual's blood tes:ilq, if available; and 

e. ,All medical records relevant t o  the appropriate treatment of the 
employee including vaccination status as maintained in the 
employee's medical record. 

F. Healthcare Professional's Written Oginion. 

1. In the case of either Hepatitis B vaccination or an exposure incident: 
The employee will be provided with a copy of  the evaluating healthcare 
professional's writ ten opinion within 1 5  days of the completion of the 
evaluation. 

a. In the case of Hepatitis B vaccination: The healthcare 
professional's wrmen opinion for Hepatitis B vaccination shall be 
limited t o  whether Hepatitis 0 vaccination is indicated for an 
employee, and i f  the employee has received such vaccination. 

b. In the case of an exposure incident: The healthcare 
professional's written opinion for post-exposure evaluation and 
follow-up shall be limited to the following information: 

( 1  1 That the employee has been informed of the results of the 
evaluation; and .. 
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(21 That the employee has been told about any medical 
conditions resulting from exposure to blood or other 
potentially infectious materials which require further 
evaluation or treatment. 

c. In both cases: 
confidential and shall not be included in the written report. 

All other findings or diagnoses shall remain 

G. Medical Recordkeeuina. 

In the case of M H e p a t i t i s  B vaccination and an exposure incident: Medical records 
required b y  this Safe Operating Procedure shall be maintained in accordance with 
section XI., (page 14). of this Safe Operating Procedure. 

COMMUNICATION OF HAZARDS TO EMPLOYEES: 

The Occupational Safety and Health Administration has established the following as 
minimum requirements for hazard communication t o  employees regarding bloodborne 
pathogens and other potentially infectious materials. Although some of these 
requirements do not apply directly either to wastewater or other SSU operations, 
supervisors should be aware of them and ensure compliance where applicable. Section 
X.B., Information and Traininq (pages 12 + I  is required for all employees and their 
supervisors listed in Appendix E. of this SOP. 

A. Labels. 

X. 

1. Warning labels shall be affixed to containers of regulated waste, 
refrigerators and freezers containing potentially infectious material; and 
other containers used t o  store, transpon or ship potentially infectious 
materials, except as provided in subparagraphs 5. 6. and 7. below. 

Labels required by  this sections shall include the following legend: 2. 

S O P N U M B E R :  1 

BIOHAZARD 

.. 
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3. Thes i  labels shall be fluorescent orange or orange-red or predominantly 
so ,  with lettering or symbols in a contrasting color. 

Required labels will be affixed as c b s e  as feasible to the container by 
string, wire, adhesive, 0: orher method that prevents their loss or 
unintentionel removal. 

Red bags or red cfontainers may be substituted for labels 

Containers of blood, blood components, or blood products that are 
labeled as t o  their contents and have been released for transfusion or 
other clinical use, are exempt from the labeling requirements of this Safe 
Operating Procedure. 

individual containers of blood or other potentiaily infectious materials 
that are placed in a labeled container during storage, transport, shipment 
or disposal are exempted from the labeling requirement. 

Labels required for contaminaced equipment shall be in accordance with 
the above paragraphs and shall also state which aortions of the 
equipment remain contaminated. 

Regulated waste that has been decontaminated need not be labeled or 
color-coded. 

Information and Trainina. The Safety Administrator shall provide new SSU 
employees with initial safety orientation training which will include general 
information about this Safe Operating Procedure, an explanation of what 
bloodborne pathogens are, what precautions employees should t a k e  to protect 
themselves and a discussion of the types and kinds of personal prorective 
equipment that are provided to SSU employees. Supervisors are responsible for 
providing employees with information and training on specific activities in their 
work areas that involve bloodborne pathogens and the precautions that have 
been implemented for employee protection. 

1. 

4. 

5. 

6. 

7. 

:. 
8 .  

9. 

E. 

Information. Employees Shall be informed of: 

a. The requirements of {his Standard Operating Procedure and 
means whereby the employee may  acquire a copy of the 
procedure; 

Any tasks or procedures conducted a t  the facility which might 
cause exposure to blood. or other potentially infectious materials; 

b. 

SOPNUMBER: 1 
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SOPNUMBER: 1 

c. The location and availability for review by the employee of this 
Safe Operating Procedure and other associated facility operating 
procedures. 

2. Training. Employees must receive initial training prior to assignment to 
any task involving risk of exposure t o  bloodborne pathogens and then 
at least annually thereafter. Additional training must be held or 
coordinated by  supervisors when changes such as modification of tasks 
or procedures affect the employee’s’ occupational exposure. The 
additional training may be l imited t o  addressing the new exposures 
created. Training will include an explanation of the following: 

a. 

b. 

c. 

d. 

e. 

f .  

9. 

h. 

I. 

j. 

Epidemiology and symptomatology of bloodborne diseases; 

Modes of transmission of bloodborne pathogens; 

This Safe Operating Procedure and any specific department/ 
facility operating procedures established to ensure employee 
protection from exposure t o  bloodborne pathogens; 

Control methods which are used by  the facility to prevent or 
reduce exposure to blood or other potentially infectious 
materials; 

Information on the types, proper use, location, removal, handling, 
decontamination and disposal of personal protective equipment; 

An explanation of the basis for selection of personal protective 
equipment; 

How exposure incidents are reported; 

Post exposure evaluation and follow-up procedures; 

Identification/explanation o f  any signs or labels in use; and 

A discussion of SSU’s Hepatitis E vaccination program, including 
information of its efficacy, safety, method of administration, the 
benefits of being vaccinated, and that the vaccine and 
vaccination will be offered free of charge. 

A n  opportunity must be provided for interactive questions and answers 
with the person conducting the training session. 
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3. Instructor Qualifications. The person conducting the above training shall 
be knowledgeable in the subject matter covered by the elements 
contained in the training program as it relates to the workplace that the 
training will address. 

XI. RECORDKEEPING: 

A.  Medical Records. 

1. The Human Resources Departrr;ent, workers’ compensation insurance 
carrier and medical provider wi!l establish and maintain accurate records 
for each employee with occuparional exposure, in accordance with this 
Safe Operating Procedure and consistent with the requirements of 
OSHA regulation 2 9  CFR 1910.20. 

2 .  This record shall include: 

a. 

b. 

The name and social security number of :he employee; 

!. A copy of the employee’s Hepatitis €3 vaccinadon status including 1.. 
the dates of all the Hepatitis B vaccinations and any medical 
records relative t o  the employee’s ability to receive vaccination 

’ as required by paragraphs IX.R., and IX.C., (pages 7+) ;  

c. A copy of all results 05 examinations, medical testing, and 
follow-up procedures a5 required by paragraph 1X.D.. (pages 
8 + ) ;  

d. A copy of the attending physician’s writ ten opinion as required 
by paragraph IX.F., Ipags.; 10 -c 1; and 

A copy of the informatiori provided t o  the designated physician 
as required by paragraphs IX.E.2.b.. IX.E.2.c.. and IX.E.2.d., 
(page 10). 

e. 

3. Confidentiality. The health care provider, workers‘ compensation 
insurance carrier and Human Resources Manager shall establish 
procedures t o  ensure employee medical records required by paragraph 
XI.A., (page 141, are: 

a. Kept confidential; and 

b. Are no t  disclosed or reported without the employee’s express 
writ ten consent to any person within or outside the workplace 
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except as required by this section or as may be required by law. 

Medical records will be maintained as required by paragraph X1.A.. (page 
14). for at least the duration o f  employment plus 30 years, consistent 
with OSHA regulation 2 9  CFR 1910.20, 

4 .  

8. Trainina Records. 

1. Training records shall include the fol lowing information: 

a. 

b. 

c. 

The dates of training sessions; 

The contents or a summary of the training sessions: 

The names and qualifications of  persons conducting the training; 
and 

The names and job titles of all persons attending the training 
sessions. 

d. 

2. Training records shall be maintained for 3 years from the date on which 
the training occurred. 

C. Availabilitv. 

1. Vice presidents/Regional Managers shall ensure that the records required 
t o  be maintained by  this section, section XI., and under their respective 
control are made available upon request t o  the Assistant Secretary and 
the Director (please see Glossary of Terms) for examination and 
copying. 

Employee training records required by  this paragraph shall be provided 
upon request for examination and copying t o  employees, t o  employee 
representatives, t a  the Director and t o  the Assistant Secretary in 
accordance with OSHA Regulation 29 CFR 191 0.20. 

Employee medical records required by this section shall be provided 
upon written request for examination and copying to the subject 
employee, to anyone having writ ten consent o f  the subject employee, 
to the Director and t o  the Assistant Secretary in accordance with OSHA 
Regulation 29 CFR 1910.20. 

2. 

3.  

.. 
Effsctive Oate: October 31, 1994 -1 5- 
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GLOSSARY OF TERMS 

Assistant Secretary - The Assistant Secretary of Labor for Occupational Safety and Health or 
designated representatives. 

Blood ~ Human blood, human blood components. and products made from human blood. 

Bloodborne Pathogens -Pathogenic microorganisms that are present in human blood and can 
cause disease in humans. These pathogens include, but are no t  limited to, hepatitis B virus 
(HBV) and human immunodeficiency virus (HIV). 

Clinical Laboratory - A workplace where diagnostic or other screening procedures are 
performed on blood or other potentially infectious materials. 

Contaminated - The presence or the reasonably anticipated presence of blood or other 
potentially infectious materials on an item or surface. 

Contaminated Laundry - Laundry which has been soiled with blood or other potentially 
infectious materials or may contain sharps. 

Contaminated Sharps -Any contaminated object that can penetrate the skin including, but not 
limited to, needles, scalpels, broken glass, broken capillary tubes, and exposed ends of dental 
wires. 

Decontamination - The use of physical or chemical means t o  remove, inactivate, or destroy 
bloodborne pathogens on a surface or item to  the point where they are no longer capable of 
transmitting infectious paqicies and the surface or item is rendered safe for handling, use or 
disposal. 

Director - The director of the National Institute for Occupational Safety and Health, U.S. 
Department of Health and Human Services, or designated representatives. 

Engineering Controls - Controls le.g., sharps disposal containers, self-sheathing needles) that 
isolate or remove the bloodborne pathogens hazard from the workplace. 

Exposure Incident - A specific eye, mouth, other mucous membrane, non-intact skin, or 
Parenteral contact with blood or other potentially infectious materials that results from the 
performance of an employee’s duties. 

Handwashing Facilities - A facility providing an adequate supply of running potable water, 
soap and single use towels or ho t  air drying machines. 

Licensed Healthcare Professional - A  person whose legally permitted scope of practice allows 
him or her to independently perform the activities required by section IX. (pages 7 + )  of this 
Safe Operating Procedure, “Hepatitis B vaccination and Post-Exposure Evaluation and Follow- 
UP.” This will normally also be a Company designated Physician. 
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GLOSSARY OF TERMS ICONTINUED) 

HUV - Hepatitis B Virus. 

HIV . Hqman Immunode.ficiency Virus. 

9ccl;pational Exposure - Reasonably anticipated skin, eye, mucous membrane, or parenteral 
Contact with blood or other potentially infectious materials that may result from the 
performance of an employee's duties. 

Occupations where SSU employees are considered t o  be at risk of exposure are listed in 
Appendix 6. 

NOTE: 

Occupational Exposure does no t  cover 'good samaritan" acts which result in 
exposure t o  blood or other potentially infectious materials from assisting a 
fellow employee or private citizen at an SSU facility. although SSU will provide 
follow-up procedures in such cases. 

OPlM - See Other Potentially Infectious Matefials. 

Other Potentially Infectious Materials (OPIM) - means: 

A. The following human body .fluids: s'emen, vaginal secretions, cerebrospinal 
fluid, synovial fluid, pleural fluid, pericardial fluid, peritoneal fluid, amniotic fluid, 
saliva in dental procedures, any body fluid that is visibly contaminated with 
blood, and all body fluids in situaiions where it is difficult or impossible to 
differentiate Letween body fluids; 

Any unfixed tissue or organ (other ?han skin contact) from a human (living or 
dead); and 

HIV-containing cell or tissue cultufes, organ cukures and HIV-or HBV-containing 
culture medium or other solutions; and blood, organs, or orher tissues from 
experimental animals infected wit:: HlV or HBV. 

B. 

C. 

Parenteral - Piercing mucous membranes o i  the skin barrier through such events as 
needlesticks, human bites, CUTS, and abrasions. 

Percutaneous - Effected, passed or performed through or by means of the skin. 

Personal Protective Equipment - Specialized clothing or equipment worn by an employee for 
protection against a hazard. General work clothes (e.g., uniforms, pants, shirts or blouses) 
not intended t o  function as protection against a hazard are no t  considered t o  be personal. 
protection equipment. 
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GLOSSARY OF TERMS (CONTINUED) 

Regulated Waste  - Liquid or semi-liquid blood or other potentially infectious materials; 
contaminated items tha t  would release blood or other potentially infectious materials in a liquid 
or semi-liquid s ta te  if compressed; items that  are caked with dried blood or other potentially 
infectious materials and are capable of releasing these materials during handling; contaminated 
sharps; and pathological and microbiological was tes  containing blood or other potentially 
infectious materials. 

Source Individual - Means any individual, living or dead,  whose  blood or other potentially 
infectious materials may  be a source of occupational exposure to  the employee. Examples 
include, but are not limited to, hospital and clinic patients; trauma victims; and human 
remains. 

Sterilize - The use  of a physical or chemical procedure to destroy all microbial life including 
highly resistant bacterial endospores. 

Universal Precautions - An approach t o  infectious control. According to  the concept  of 
Universal Precautions, all Human blood and certain human body fluids are treated a s  if known 
to be infectious for HIV. HBV, and other bloodborne pathogens. 

Work Practice Controls - Controls tha t  reduce the likelihood of exposure by altering the 
manner in which a task is performed le.g., prohibiting recapping of needles by a two-handed 
technique). 
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?€VIEWER'S SIGNATURE: 

I:.. . . .. 
. .  
. .. , 

DATE: 

SOUTHERN STATES UTILITIES 

'OSITION TITLE: 

BLOODBORNE PATHOGEN EXPOSURE DETERMINATION - 1994 

PHONE NUMBER: 

List all job classifications in which at 11 
update of this form must be completet 

Job Classification 

Area SuDervisor I 

Area Supervisor I1 

Chief Operator 

Electrician 

Lead Maintenance Technician 

Lead Operator I 

Lead Operator Ii 

Lead Operator Il l  

Lead Operator IV 

Maintenance Helper 

Maintenance Technician i 

some employees are at risk of exposure t o  Biocdbme Pathogens. A review an - 
mually. 

Employee 
Occupational 

Exposure 
If onel 

Some - 
f 

f 

f 

f 

J 

/ 

f 

f 

f 

f 

f 

- 

Where there is risk to 

List tasks of procedures. which may cause occupational 
exposure. 

employees: 

Operation..maintenance & repair of wastewater collection 
systems andlor treatment plants. 

Operation, maintenance & repair of wastewater collection 
systems andlor treatment piants. 

Operation. maintenance & repair of wastewater collection 
systems and/or treatment plants. 

Operation. maintenance & repair of wastewater collection 
systems andlor treatment plants. 

Operation, maintenance & repair of wastewater collection 
systems andlor treatment plants. 

Operation, maintenance & repair of wastewater collection 
systems and/or treatment plants. 

Operation. maintenance & repair af wastewater collection 
systems andlor t remnent  plants. 

3peration. maintenance 
iystems and/or treatment plants. 

3peration. maintenance & repair of wastewater collection 
;ystems andlor treatment plants. 

)peration, maintenance &. repair of  wastewater collection 
iystems andlor treatment plants. 

repair of wastewater collection 

lperation, maintenance & repair of wastewater collection 
iystems andlor treatment plants. 

VICE PRESlDENTlREGlONAL MANAGER REVIEW 

SIGNATURE: DATE: 

istribrrtion: 0 VPAegionai Manager File 
i onel 0 Safety Department 
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r*r,h No: ,+I  7 

. '.. ':. RE'., ~3/06-20.94 .. . .... 

OSlTlON TITLE: 

PAGE 3\ OF 5 5  
SOUTHERN STATES UTiLlTlES 

PHONE NUMBER: 

I_-_- 

BLOODBORNE PATHOGEN EXPOSURE DETERMINATION - 1994 
Lis1 all job classilicatlons in which at least 8ome employees are at risk of exposure to Bloodborne Pathogers. A review an 
update o f  this form must be completed annually. 

IGNATURE: 

Job Classification 

'Aainianance Technician I1 

r:ycrator I 

'YFdator I! 

lperator Ill 

)perator IV 

berator  Trainee 

senior Maintenance Technician 

;upervisor. Field Maintenance 

Welder 

DATE: 

- 

Employee 
Occupational 

ExDosure 
Whare there is risk to 

Lis1 casks or procedures. which may cause occupational 
exposure. 

employees: 

Operation, maintenance .& repair of wastewater collection 
systems and/or freatment plants. 

Operation, maintenance & repair of wastewater collection 
systems and/or treatment plants. 

Operation, maintenance & repair of wastewater collection 
systems and/or treatment plants. 

Operaiion. maintenance & repair of wastewafer collection 
systems and/or treatment plants. 

Operation. maintenance €i repair of wastewater collection 
systems and/or treatment plants. 

Operation. maintenance .& repair c l  wastewater collection 
systems and/or treatment plants. 

Operation, maintenance & repair 3:  ;r,i;tewater collection 
systems andlor treatment plants. 

Operation. mainienance & repair oi wastewater collection 
systems andlor treatment plants. 

Operation, maintenance .& repair of wastewater collection 
systems andlor treatment plants. 

DATE: 

I 

Distnbution: 0 VPmegional Manager File 
(/ one1 0 Safety Department 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 

The regulations are quite specific with regard t o  the required contents of this SOP. We 
recognize that, as a matter of course, employees are not typically exposed to hypodermic 
needles, "sharps" or concentrated quantities of blood or blood by-products. However, blood 
is certainly present in wastewater and there is an opportunity for occasional exposure t o  
needles and other medical-related items that may pass through our collection systems. 
Additionally, workers may, on occasion, be exposed t o  blood or other potentially infectious 
materials resulting from coworker injury, etc. As  a result, there is a potential for employee 
injury or exposure. 

. 

The following procedures establish the minimum requirements that must be instituted by  . supervisors for protecting any employee who has been identified as being at risk of exposure 
t o  bloodborne pathogens: 

A. General. Universal Precautions shall be observed t o  prevent contact with blood or 
other potentially infectious materials. 

NOTE: 

Under circumstances in which differentiation between body fluid types 
is diff icult or impossible, all body fluids shall be considered potentially 
infectious materials. 

6. Enqineerinq and Work Practice Controls. 

1. Engineering and work practice controls shall be used t o  eliminate or minimize 
employee exposure. Where occupational exposure remains after institution of 
these controls, personal protective equipment shall be used. 

2. Engineering controls shall be examined and maintained or replaced on a regular 
schedule t o  ensure their effectiveness. 

3. Area supervisorslfacility managers will ensure, where feasible, that 
handwashing facilities are readily accessible t o  employees. 

4. When handwashing facilities are not feasible at the work site, the area 
supervisorslfacility managers will establish procedures for providing employees 
either an appropriate antiseptic hand cleanser in conjunction with clean 
cloth/paper towels or antiseptic towelettes. 

NOTE: 

When antiseptic hand cleansers or towelettes are used, employees will 
be instructed t o  wash with soap and running water as soon as feasible. 

APPENDIX C -1- 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED) 

... ,.. . .  . 

5. Supervisors shall ensure that employaos wash their hands immediately or as 
soon as feasible after removal of gloves or other personal protective equipment. 

Supervisorushall ensure that employees wash hands and any other skin with 
soap and water, or flush mucous membranes with wafer immediately or as 
soon as feasible following contacf of such body areas with blood .or other 
potentially infectioius materials. 

From time t o  time, needles and other contaminated sharps may be observed in 
SSU's wastewater collection systems or wastewater treatment plants. I f  it is 
not necessary to remove these items, they should be left alone. I f  reinoval is 
necessary, extreme caution should be exercised in handling them. Additionally, 
contaminated needles and other contaminated sharps shall no t  be bent, 
recapped, or removed except as noted below: 

a. 

. .  

6. 

7. 

Contaminated needles and other contaminated sharps shall not be 
recapped nor shall the needle be disconnected from the syringe or other 
parts of the i tem unless approved by  the respective Vice President/ 
Regional Manager and it can be demonstrated that no alfernative is 
feasible that will allow adequate safeguarding or disposal. 

b. Any such recapping or needle removal mus t  be accomplished through ? 
the use of a mechanical device or a one-handed technique. 

NOTE: 

Shearing or breaking of contaminated needles is prohibited. 

8. When discovered, contaminated sharps shall be placed in an appropriate 
container until proper disposal can occur. These containers shall be: 

a. Puncture resistant; 

b. 

c. 

d. 

Labeled or color-coded in accordance with this procedure; 

Leakproof on the sides and bottom; and 

In accordance with the requirements set forth in paragraph D.2.e. of this 
Appendix, (page 7), for reusable sharps. 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED) 

NOTE: 

These containers may  be available locally through 
citylcounty Public Health Units. Fire Rescue Services or 
as a public service from local hospitals. If you have a 
biohazardous waste disposal requirement and need 
assistance - contact the Safety Administrator. 

, 
Refer to Section 0.3. - Regulated Waste, o f  this appendix (page APPENDIX C 
7+), for a discussion of proper disposal procedures for Biohazardous waste. 

Eating, drinking, smoking, applying cosmetics or lip balm, and handling contact 
lenses are prohibited in work areas where there is a reasonable likelihood of 
occupational exposure. 

9. 

NOTE: 

Hand cream is no t  considered a "cosmetic" and is permitted. However, 
if gloves are worn for protection, it should be noted that some 
petroleum-based hand creams can adversely affect glove integrity. 

10. Food and drink shall not be kept in refrigerators, freezers, shelves, cabinets or 
on countertops or benchtops where blood or other potentially infectious 
materials are present. 

Al l  procedures involving blood or other potentially infectious materials shall be 
performed in such a manner as t o  minimize splashing, spraying, spattering and 
generation of droplets of these substances. 

1 1. 

12. Mouth pipeninglsuctioning of blood or other potentially infectious materials is 
prohibited. 

Specimens of blood or other potentially infectious materials shall be placed in 
a container which prevents leakage during collection, handling, processing, 
storage, transport, or shipping. 

a. 

13.  

The container for storage, transport, or shipping shall be labeled or 
color-coded according t o  paragraph X.A., (pages 11 + of the SOP), and 
closed prior t o  being stored, transported, or shipped. When a facility 
utilizes Universal Precautions in the handling of all specimens, the 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED) 

1 

labeling1 color-coding of specimens is not necessary provided containers 
are recognizable as containing specimens. This exemption only applies 
while such specimendcontainers remain within the facility. Labeling or 
color-coding in accordance with paragraph X.A., (pages 11 + of the 
SOP), is required when such specimens/ containers leave the facility. 

b. If outside contamination of the primary container occurs. the primary 
container shall be placed within a second container which prevents 
leakage during handling. processing, storage, transport or shipping and 
is labeled or color-coded according t o  the requirements of this 
procedure. 

c. If the specimen could puncture the primary container, the primary 
container shall be .placed within a secondary container which is 
puncture-resistant in addirion t o  the above characteristics. 

4. Equipment which may become contaminated with blood or orher potentially 
infectious materials shall be examined prior to  servicing or shipping and shall be 
decontaminated as necessary. unless approval is granted bythe respective Area 
Supervisor/Facility Manager and it can demonstrate that  decontamination of 
such equipment or portions of such equipment is not feasible. 

a. A readily observable label in accordance with paragraph X.A., (pages 
1 1  + of the SOPI, shall be attached to the equipment stating which 
portions remain contaminated. 

b. The respective Area SupervisorlFaciIity Manager sha!l ensure that this 
information is conveyed t o  all affected employees, the servicing 
representative, andlor themanufacture, as appropriate, prior to handling, 
servicing, or shipping so t h a t  appropriate precautions will be taken. 

C. Personal Protective Eauioment. 

1. Provision. When there is occupational exposure, Vice PresidentslRegionai 
Managers shall ensure appropriate personal protective equipment is provided t o  
their employees free of charge. A determination of which items of personal 
protective equipment are appropriate for the activities being undertaken must 
be made by rhe respective Vice President/Regional Manager. This equipment 
may include, but i s  not  limited to: gloves, gowns, laboratory coats, face shields 
or masks, and eye protection, and mouthpieces, resuscitation bags, pocket 
masks, or other %ventilation devices. Personal protective equipment will be 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED) 

2. 

3. 

4. 

5. 

6. 

7. 

8 .  

9. 

APPENDIX C 

considered "appropriate" only i f  it does no t  permit blood or other potentially 
infectious materials t o  pass through t o  or reach the employee's work clothes, 
street clothes, undergarments, skin, eyes, mouth, or other mucous membranes 
under normal conditions of use and for the duration of t ime which the 
protective equipment will be used. 

Use. The employee's immediate supervisor shall ensure that the employee uses 
appropriate personal protective equipment a t  all times when required. 
Violations of this requirement must be reported, investigated and documented. 
Normally such a violation will result in disciplinary action as appropriate under 
SSU personnel policies and procedures. 

Accessibility, Supervisors shall ensure that appropriate personal protective 
equipment in the appropriate sizes is readily accessible at the worksite or i s  
issued t o  employees. Hypoallergenic gloves, or other similar alternatives shall 
be readily accessible t o  those employees w h o  are allergic to the gloves normally 
provided. 

Cleaning, Laundering and Disposal. All vice presidentslregional managers who 
provide personal protective equipment t o  their employees for protection against 
exposure to bloodborne pathogens shall also ensure arrangements are m.ade for 
the laundering and disposal of that personal protective equipment at no cost t o  
the employee. 

Repair and Replacement. Each affected area supervisorlfacility manager shall 
ensure personal protective equipment is repaired or replaced as necessary, i.e. 
whenever it becomes worn out, damaged andlor ineffective. 

I f  a garment(s) is penetrated by blood or other potentially infectious materials, 
the garment(s1 shall be removed immediately or as soon as feasible. 

All personal protective equipment shall be removed prior to leaving the wcrrk 
area. 

When personal protective equipment is removed, it shall be placed in an 
appropriately designated area or container for storage, washing, 
decontamination or disposal. 

Gloves. Gloves shall be worn when it can be reasonably anticipated that the 
employee may have hand contact with blood, other potentially infectious 
materials, mucous membranes, and non-intact skin; and when handling or 
touching contaminated items or surfaces. 
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PROTECTIVE MEASURES AGAINST EXPOSURE To BLOODBORNE PATHOGENS 
(CONTIMUEDI 

a. Disposable (single use) gloves such as surgical or examination gloves, 
shall be replaced as soon as practical when contaminated or as soon as 
feasible if they are torn, punctured, or when their ability t o  function as 
a barrier is compromised. 

Disposable (single use) gloves shall no t  be washed or decontaminated 
for re-use. 

Utility gloves may be decontaminated for re-use if the integrity of the 
glove is not compromised. However, they must be discarded i f  they are 
cracked, peeling, torn punctured, or exhibit other signs of deterioration 
or when their ability to function as a barrier is compromised. 

b. 

c. 

10. Masks, Eye Protection, and Face Shields. Masks in combination eye protection 
devices, such as goggles or glasses with solid side shields, or chin-length face 
shields, shall be worn whenever splashes, spray, spatter, or droplets of blood 
or other potentially infectious materials may be generated and eye, nose, or 
mouth contamination can be reasonably an5cipated. 

1 1. Gowns, Aprons and Other Protective Body Clothing. Appropriata protective 

similar outer garments shall be worn in occupational exposure situations. the 
type and characteristics will depend upon the task and degree of exposure 
anticipated. , 

, . .  clothing such as, but not limited to, gowns, aprons, lab coats, clinic jackets, or 
. ~ i 

D. Housekeepins. 

1 .  General. Supervisors shall ensure that their worksites are maintained in a clean 
and sanitary condition. I f  it becomes necessary, due to concerns regarding 
biohazard contamination, Vice Presidents/ Regional Managers shall ensure an 
appropriate written procedure is developed and maintained which specifies the 
frequency for cleaning and method of decontamination based upon the location 
within the facility, type of surface to be cleaned, type of soil present, and tasks 
or procedures being performed in the area. 

2 .  All equipment and environmental and working surfaces shall be cleaned and 
decontaminated aher contact with blood or other potentially infectious 
materials. 

a. Contaminated work surfaces shall be decontaminated with an 
appropriate disinfectant bee. note below or refer to Environmentat 
Protection Agency, EPA, lists of registered sterilants - copies available 
from the Safety Administrator) after completion of procedures; 
immediately or as soon as feasible when surfaces are overtly 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED) 

contaminated or after any spill of blood or other potentially infectious 
materials; and at the end of the work  shif t  i f  the surface'may have 
become contaminated since the last cleaning. 

NOTE: 

An appropriate disinfectant in most cases would he ". . . 
solutions of 5.25 percent sodium hypochlorite (bleach) diluted 
between 1 : l O  and 1 : l O O  with water are also acceptable for 
disinfection of environmental surfaces and for decontamination 
of sites following initial cleanup 1i.e.. wiping up) of spills of blood 
or other potentially infectious materials." Reference - OSHA 
clarification letter dtd July 28, 1992. 

b. Protective coverings, such as plastic wrap, alominum foil, or 
imperviously-backed absorbent paper used t o  cover equipment and 
environmental surfaces, shall be removed and replaced as soon as 
feasible when they become overtly contaminated or at the end of the 
workshift i f  they may have become contaminated during the shift. 

All bins, pails, cans, and similar receptacles intended for reuse which 
have a reasonable likelihood for becoming contaminated with blood or 
other potentially infectious materials shall be inspected and 
decontaminated on a regularly scheduled basis and cleaned and 
decontaminated immediately or as soon as feasible upon visible 
Contamination. 

c.  

d. Broken glassware which may be contaminated shall not be picked up 
directly with the hands. It shall be cleaned up using mechanical means, 
such as brush and dust pan, tongs, or forceps. 

e. Reusable sharDs that are contaminated with blood or other potentially 
infectious materials shall not  be stored or processed in a manner that  
requires employees to reach by hand into the containers where these 
sharps have been placed. 

3. Regulated Waste. 

a. Contaminated Sharps Discarding and Containment. 

(11 Contaminated sharps shall be discarded immediately or as soon 
as feasible in containers that are: 

la1 Closeable; 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO 8LOODBORNE PATHOGENS 
(COMTINUED) 

(b) Puncture resistant; 

(c) 

(d) Labeled or color coded in accordance with paragraph 

Leakproof on sides and bottom; and 

X.A., (pages 11 + of the SOP). 

Duiing use, containers for contaminated sharps shall be: 

(a) Easily accessible t o  personnel and located as close as is 
feasible to the immediate area where sharps are used or 
can be reasonably anticipated to be found; 

(b) Maintained upright throughout use; and 

(c) Replaced routinely and not be allowed to overfill. 

When moving containers of contaminazed sharps from the area 
of use, the container shall be: 

(a) Closed immediately prior t o  removal or replacement t o  
prevent spillage or protrusion of contents during handling, 
storage, transport, or shipping; 

. .  . .  
'._ 

(b) Placed in a secondary container if leakage is possible. 
The second container shall be: 

i )  Closable; 

ii) Constructed t o  contain a11 contents and prevent 
leakage during handling, stc:age. transport, or 
shipping, and 

iii) Labeled or color-coded according t o  paragraph 
X.A., (pages 11 + of the SOP). 

Reusable containers s l~a l l  no t  be opened, emptied, or cleaned 
manually or in any other manner which would expose employees 
t o  the risk of percutaneous injury. 

It may be possible t o  dispose of small quantities of contaminated 
sharps by returning, t o  the provider, biohazardous containers 
received locally from citylcounty Public Health Units, Fire Rescue 
Services or received as a public service from a local hospital. If 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 
(CONTINUED1 

this option is not available, proper disposal must occur as  
required for Regulated Waste. If you have a biohazardous was fe  
disposal requirement and need assis tance - contact t he  Safety 
Administrator. 

b. Other Regulated Waste. 

(1) Regulated was te  shall be placed in containers which are: 

[a) Closeable; 

lb) Constructed to contain all contents and prevent leakage 
of fluids during handling, s torage,  transport or shipping; 

Labeled or color-coded in accordance with paragraph 
X.A., (pages 11 + of the  SOP); and 

Closed prior to removal t o  prevent spillage or protrusion 
of contents during handling, storage, transport, or 
shipping. 

(cl 

Id) 

121 I f  outside contamination of the regulated waste  containers 
occurs, it shall be placed in a second container. The second 
container shall be: 

(a)  Closable; 

Ibl Constructed to  contain all conten ts  and prevent leakage 
of fluids during handling, storage, transpon or shipping; 

IC) Labeled or color-coded in accordance with paragraph 
X.A., (pages 1 1  + of the  SOP); and 

Closed prior to removal to prevent spillage or protrusion 
of contents during handling, storage, transport, or 
shipping. 

(d) 

c. Disposal of Regulated Waste. Disposal of all regulated was te  shall  be 
in accordance applicable s ta te  and federal regulations, i.e., by 
contractual arrangement with a company t h a t  is both: 

(1) 

(2) Sta te  of Florida licensed. 

Experienced in the field of biomedical was te  disposal; and 
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PROTECTIVE MEASURES AGAINST EXPOSURE TO BLOODBORNE PATHOGENS 

ICONTIWED) 

4. Lnundry. 

a. Contaminated laundry shall Sr: handled as tittle as possible with a 
minimum of agitation. 

11) Contaminated laundry shall be bagged or containerized at the 
location where it was x e d  and shall no t  be sorted or rinsed in 
the location of use. 

APPENDIX C 

The intent of this requirement is to  reduce "employee exposure 
to bloodborne pathogens by reducing the amount of manual 
handling of contaminated Laundry. Restricting The sorting t o  the 
laundry area will also reduce Contamination of additional 
surfaces." - OSHA Instructicn CPL 2-2.4l.4C. 

12) Contaminated laundry shall be placed and Transported in bags or 
containers labeled or color coded in accordance with paragraph 
X.A., (pages 11 + of the SOPI. When a facility utilizes Universal 
Precautions in the handling o f  all soiled laundry, alternative 
labeling or color-coding is sufficient i f  it permits all employees to 
recognize the containers as requiring compliance with Universal 
Precautions. 

i 

13) Whenever contaminated laundry is we t  and presents a 
reasonable likelihood of soak-through o f  or leakage from rhe bag 
or container, the laundry shall be placed and transported in bags 
or containers which prevent soak through and/or leakage of fluids 
to the exterior. 

b. Immediate supervisors shall ensure that employees who have contact 
with contaminated laundry wear protective gloves and other appropriate 
personal protective equipment. 

c. When a facility ships contaminated laundry off-site t o  a second facility 
which does not use Universal Precautions in the  handling of all laundry, 
the facilitygenerating the contaminated laundry must place such laundry 
in bags or containers which are labeled or colorsoded in accordance 
with paragraph X.A., (pages 1 I + of the SOPI. 

-1 0- 
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APPENDIX 3%+\ 

Pr?SC 43 CF 7 5  - 
SOUTHERN STATES UTILITIES 

List tasks or procedures. which may cause occupational 
exposure. 

BLOODBORNE PATHOGEN EXPOSURE DETERMINATION 

List a l l  job classifications in which at least S O m e  employees are at risk of exposure to  Bloodbarne Pathogens. A review a 
update of this form must be completed annuallv. 

Emolovee I , ,~ 
Occupational Where there is risk to employees: 

Exposure 

Job Classification All - 

DATE IEVIEWER'S SIGNATURE: 

PHONE NUMBER: 'OSITION TITLE: 

VICE PRESlDENTmEGlONAL MANAGER REVIEW 

DATE: iIGNATURE: 

I 
listribution: 0 VPlRegional Manager File 

t/ one) 0 Safety Department 
Page 1 o f -  
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a 
Employee's Name: 

Department: 

SOUTHERN STATES UTILITIES 

Social Security Number: 

Division: 

HEPATITIS B VACCINE DECLINATION FORM 

I understand that due to my exposure to  blood or other 

potentially infectious materials I may be a t  risk of acquiring 

hepatitis B virus (HBV} infection. I have been given an 

opportunity to  be vaccinated with hepatitis B vaccine, a t  no 

charge to myself. However, I decline hepatitis B vaccination 

a t  this time. I understand that by declining this vaccine, I 

continue t o  be a t  risk of acquiring hepatitis B, a serious 

disease. If in the future 1 continue to have occupational 

exposure to  blood or other potentially infectious materials and 

I want to be vaccinated with hepatitis B vaccine, I can receive 

the vaccination series a t  no charge to me. 

Distribution: [ 1 Department File 
( g o n e )  [ I Safety File 



,.. .. : .. .. . . . .  . .. . . .  . ... . .~ 

Phone Number I-) 
Transported to: 



SOUTHERN STATES UTILITIES - EXPOSURE INCIDENT FORM P.9.2 01 2 

. . .~.  ... . .  . -. SUMMARY .: ..... ~~ 

. .  . 

Gi$e a brief summary of incident surrounding exposure,-- 
. .  

-I- - 

Employee’s Signature Date 

Supervisor’s Sign’ature Date 

Distribution: [ I Depanment File 
(@One) I I Safetv File 



APPENDIX 3 3 L - O  

Engineering Department Intra-compan y Correspondence 

DATE: 

TO: 

FROM. 

July 27, 1995 

Jim Barren 

Chuck Wood 

RE: Bloodborne Pathogen Exposure Determination 

Please find attached a copy of the bloodborne pathogen exposure determination worksheet sent 
to me in June. I have indicated on the sheet those positions which have significant occupational 
exposure to bloodborne pathogens and the positions indicated should be provided the Hepatitis 
B inoculation series. Should you have any further questions, please advise. 

CEW:vs 

c: Woody Hendricks 
Steve Hill 
John Lnsch 
Bruce Paster 
Chris Romeo 
Dennis Westrick 



Form No. 5-17 

J tev. 0/06-20-54 

Job Classification 

SOUTHERN STATES UTILITIES 

SIGNATURE 

r- - 
BLOODBORNE PATHOGEN EXPOSURE DETERMINATION 

List  all job classifications in which a t  least  some employees are a t  risk of exposure to Bloodborne Pathogens. A review an 
update of this form must be completed annually. 

r 

DATE 

Senior Engineer 

Senior Project Engineer 

Lead Design Drafter 

Assistant Engineer II 

Proiecf Engineer I 

Manager, Project Construction 

Construction Inspector 

Construction Administration 

Chief Drafter 

Drafter I 

Drafter II 

I Employee 
Occupational 

Some - 
J 

J 

J 

/ 

J 

J 

J 

J 

J 

J 

J 

Where there is risk t o  employees: 

List tasks or procedures. which may cause occupational 
exposure. 

Site visits,involving close visual inspecb’ons of operational 
Wastewater treatment plants and lift stations. 

Site visits involving dose visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close vrsual inspections of operational 
Wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment phnts and lift stations. 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

DATE: 

mibution: 0 VPIRegional Manager File 
.. one) 0 Safety Deparrment 

Page 1 of 1 



Safety Department 
Intra-Company Correspondence 

DATE: June 16, 1995 

RE: Bloodborne Pathogen Exposure Determination 

Attached is a listing of positions in the Environmental Department where some 
employees may be considered as "Occupationally Exposed" under our current 
Bloodborne Pathoqen Safe Operating Procedure (SOP #1). The listing was initiated 
by Mary Glennon and placed in the current format by myself. 

Please review the listing and, if you agree that it is current, correct and complete; then 
sign it in the appropriate space provided a t  the  bottom of the form. 

After y o q h a v e  signed the form and returned it, the employees you consider 
"Occupationally Exposed" will be eligible for the Hepatitis B Vaccination Series at no 
personal cost to  themselves. Florida Hospital is providing the three shot series locally 
a t  a cost of $50.00 each shot (a very reasonable rate) or $1 50.00 per employee. O f  
course, I feel that all employees "Occupationally Exposed" should have the benefit of 
inoculation. However, if you feel that your budget cannot handle this cost during the 
current fiscal year, you may want to  delay taking action on this until early 1996. 

Please let me know if you need further clarification or if I can be of further assistance. 

Thank you. 

'. *nd, B-,;? 

Ja 
F : \ U S E R S V B A R R A ~ € M O S \ E N V .  1 

Attachment 

c: Ray Gagnon 
Mary Glennon 
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~~ 

BLOODBORNE PATHOGEN EXPOSURE DETERMINATION 

List all job classifications in which at  I/ 
update of this form must be complete, 

Job Classification 

Manager Environmental Services 

Senior Permitting Engineer 

Environmental Compliance 
Administrator 

EnvironmentalISafety Specialist 

EnvironmentalPermitng Specialist 

REVIEWER’S SIGNATURE 

:  me employees are at risk of exposure t o  Bloodborne Pathogens. A review ‘ar 
inually. 

Employee 
Occupational 

Exposure 
IJ one1 

All Some 

J 

J 

J 

J 

n 

J 

Where there is risk t o  

List tasks or procedures, which may cause occupational 
exposure. 

employees: 

Site visits involving close visual inspections of operational 
wastewater treatment plants and lift stations. 

VICE PRESIDENT/REGIONAL MANAGER REVIEW 

, ._ - -- 
DATE 

Page 1 of  1 
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FLORIDA PUBLIC SERVICE COMMISSIOWPENDIX 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 
PAGE OF 

TO : 
ITILITY: Southern States Utilities, Inc. 

FROM: Charleston Winston Jeff Small 
I A U D I T  H ANAGER] [AUDITOic  P R E  P A R N G  REQUEST) 

REQUEST NUMBER: 90 DATE OF REQUEST: Sep. 26, 1995 
AUDIT PURPOSE: Rate Case, Dkt# 950495 

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: October 2, 1995 
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MRDE: INCIDENT TO AN INOUIRY 

ITEM DESCRIPTION: 
OUTSIDE OF AN I N Q ~ R Y  

Follow up to FPSC Document Request 62A. Item X3. 

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

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

Additionally identify how much of the cost is associated with; 

, The initial immunization program. 
2 )  Employee awareness and training. 
3) Testing and follow up care for incident events. 
4) Anticipated subsequent immunizations. (new employees) 

Identify any other associated'cost not included in above items. 

TO: A U D I T  MANAGER D A T E :  /?/?,/q.r 
THE REQUESTED RECORD OR DOCUMENTATION: 

BAS BEEN P R O V I D E D  TODAY 

CANNOT BE P R O V I D E D  BY T R E  REQUESTED DATE BUT W I L L  B E  M D E  A V A I L A B L E  BY 

AND IN MY O P I N I O N ,  ITEK(S) I S ( A R E 1  P R O P R I E T A R Y  AND C O N F I D E H T I A L  B U S I N E S S  I N F O R F A T I O N  AS D E F I N E D  IN 
3 6 4 . 1 8 3 ,  1 6 6 . 0 9 3 ,  O R  1 6 7 . 1 5 6 ,  F .S.  TO M I N T A I I I  CONTIYUED C O N F I D E N T I A L  B A N D L U G  OF T A I S  U T E R I A L ,  TRE U T I L I T Y  OR OTRER 
PERSON K U S T ,  W I T R I N  2 1  DAYS AFTER T A E  A U D I T  E X I T  CONFERENCE,  F I L E  A REQUEST FOR C O I I F I D E Y T I A L  C l A S S I F I C A T I O N  W I T H  THE 
D I V I S I O N  OF RECORDS AND R E P O R T I N G .  REFER TO RULE 2 5 - 2 2 . 0 0 6 ,  F . A . C .  

TEE I T E K  W I L L  NOT BE PROVIDED.  fSEE ATTACRED HEMORINDUM) 

8. u w  
(@GNAT&(E AND T I T L E  Oc RESPOHDENT)  

:tibution: Original: Utility' (for completion and return t' uditor) 
Copy: Audit File and FPSChnalyst .. 

P S C / A F A - 6  [Rev.2/91) 



Safety Department 
Intra-Company Correspondence 

DATE: October 2, 1995 

RE: FPSC Audit Document/Record Request - of September 26, 1995 

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

Please provide a detailed schedule that illustrates all 1995 budaeted cost for the 
Hepatitis Immunization Proqram. 

Number of first inoculations provided to date in 1995: 

Number of second inoculations provided to date in 1995: 

Number of third inoculations provided to date in 1995: 

137 

157 

7 07 

Indicate all NARUC accounts and associated responsibilitv centers where the cost will 
be distributed. 

In 1995, $1 6,000.00 were budgeted for the Hepatitis Immunization Program. All 
HBV inoculations are being charged to the Safety Department Responsibility Center, 
account number: 001 .90001.592.99.6758.0000.250 

Additionallv identify how much of the cost is associated with; 

1) The initial immunization oroararn. Virtually 100%. 

2 )  Emolovee awareness and traininq. There was a nominal cost for copying 
training handouts. These were used for a class conducted for employees on 
the subject of Bloodborne Pathogens. The curriculum was developed in house, 
based on the SSU Safe Operating Procedure. Additionally, a video on the 
subject was'shown. The video was purchased in 1994 for $495.00. 

3) Testina and follow UD care is associated with; The only testing or foltow 
u p  that might occur would be associated with a report by an employee of an 



. .  " .~ ... . .... . .- . 

APPENDIX 3 3 b - A  
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To: Judy Kimball 
Subj: FPSC Audi t  DocumentationiRecord Request - o f  September 26, 1995  
Page: 2 

exposure incident or an employee report of an injury where exposure has or 
may have occurred. No reports of incidents have been received t o  date in 
1995. Such an incident would generally be  handled b y  insurance under the 
Florida Workers' Compensation laws. 

4) AnticiDated subseauent immunizations. (new emDlovees) 

CURRENT EMPLOYEES: 

Number o f  f i rs t  inoculations anticipated in the remainder of 1995: 32 

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

Number of th i rd inoculations anticipated in the remainder o f  1995:  65 

NEW EMPLOYEES: 

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

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

Number of third inoculations anticipated in the re'mainder o f  1995:  None. . 
(The third innoculation occurs approximately f ive months fo l lowing the second 
innoculation.) 

ldentifv anv other associated cost not  included in above items. No other costs are 
anticipated. 

PLEASE NOTE: It would appear that  someone on the  Commission questions the 
necessity o f  our Bloodborne Pathogen Program. It should be 
noted - the State of Florida does not. I have enclosed an 
advertisement f rom t h e  University o f  Florida - Center for  Training, 
Research & Education for Environmental Occupations (TREEO) 
regarding a course they currently o f fer  titled: Train-rheTrainer for 
Exposure to  Waterborne & Bloodborne Pathogens.  I hope this 
information will be usefull t o  you. 

JTB 
F.\USERSU 8AARAi-nMEMOS\FINANCE.Z 

Anac h men t 

c: Ray Gagnon 
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UNNERSITY OF 
FLORIDA 

TREE0 CENTER 

Train-the-Trainer for 
Exposure to Waterborne 
& Bloodborne Pathogens 

October 10.11, 1994 
April 10-11, 1995 

UFITREEO Center 
Gainesville, Florida 

Fee: $345 

C. 

About the Course 
If you work with wastewater, you may 

come into contact with potentially lethal 
waterborne or bloodborne pathogens. This 
Course leaches you the proper procedures far 
reducing the potential for CXpOsurc to these 
pathogens in accordancc with the 
Occupational Safety and Health 
Administration's Bloodborne Pathogens 
Standard. In addition. it provides you with 
the tools to train others on the proper 
procedures for reducing CXQOSWC. 

The first day covers the OSHA Standard 
and the Florida Deparunent of Labor's 
requirements for preventing eiporurc to HIV. 
Hepatitis B and other bloodborne and 
waterborne pathogens. You learn about 
proteciivr rquipmcnl and how to formulste an 

On day two. you utilize the knowledge you 
exposure eontrol'pla". 

gained the first day. Through simulated 
problemsolving exerciser and work stations, 
you learn how to properly and effectivcly 
train others on how to reduce the potential lor 
exposure Io waterborne and bloodbornc 
pathogens. 

'Who Slioitld Attend 
Wartrwater treatment facility 

Sewage collection system workcrr , 

Lift station e m p l o y c ~  
Anyone who may be exposed to 
bloodborne or waterborne pathogens 
Utility safety directors 

CmQlOyteS 

Course Outlinc 
Dag One 
R q Y * M o d ~ k C * - i n  b r g k  LY 130 
Pre-Exam and Review 
The OSHA Standard-Florida Dept. of Labor 

OSHA Aclolowlcdges E K ~ O S U K  to 
Bloodborne Pathogem Risk in Sewage 

Aids: Fact and Fiction 
PrevcaiodLatcn VI. Nitrile 
Survival of H N  

Environment. Warlewaler and Blood 
Containing A~ro io ls  

Hepatitis B/C uid Vaccination 
Other Bloodborne Pallmgcnr 
State of Florida Depament of Labor 

Sharps. Lock-aut Tag-out. Labeling. 
Employee Training and Records 

and Wastewater 
Waurborne Paihogenr in Sewage 

The EXQOSW~ Control plan 
Personal Protective Equipment 
Required Labeling 
Cuurslr adjourn 0, J : W P . ~ .  

Day Two 
C o w ~ r  b r p i u  a, 8.M cm. 
Role of the Trainer 
H N  and Hepatitis B: Survivability in 

the Environment 
Conducting the Training 
Simulated ErercircsAYork Situations and 

Exam 
Cowri d j o u m  LY 12.mp.m. 1 

3 

Problem Solving 

'2 

in 
I 

0 
-2 

I 
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Southern States Utilities, Inc. APPENDIX 3 3 6  -& 
1995 Budget 

Total 
1200 

Documentation by Responsrbility Center 592 Version: 04 
PAGE 1 OF- -- -~. 

Account: 001.90001.592.99.6758.0000.250 Description: MISC. 
Sequence: 1 ReciNoh'ew: REC Area: 

January February March April May June 
100 100 100 100 100 100 

July August September October November December 
100 100 100 100 100 100 

Documentation 
Calibration &Maintenance of Safety Monitoring Equipment. Gas 
monitors require periodic calibration and the replacement of sensors 
inside the unit ?he sensors are consumed as a normal part of 
equipment operation. Sensors have a service life that typicaUy 
varies between one and two years depending of the level of usage and 
the types of gasses being monitored. Calibration is usually based 
on the manufacnrrer's recommendakion but should not exceed one year 
intervals. 

Gas meter calibration/sensor replacements - $700.00 

Miscellaneous safety supplies for dishibution/consumption on an as 
needed basis including: items of bearing and eye protection, first 
aid kit replenishment supplies, respirator fit tesr/training 
supplies, etc. - $500.00. 

Account: 001.90001.592.99.6758.0000.250 
Sequence: 2 

Description: MISC 
ReclNoniNew: REC 

Documentation 
HEPATITIS B SHOTS 

Approximately 100 additional Operations employees will need the 
Hepatitis B vaccination series to comply with the OSHA Bloodbome 
Pathogen Standard. The three shot series costs approximately 
$160.00/employee. 
($160/employee x 100 emp. = $16.000) 

MEDICAL CLEARANCE FOR RESPIRATOR USERS 

A Medical Clearance examination (including apulmonary function 
test) is required for operations employees assigned IO wear a 
respirator while performing their duties, 

Area: 

Printed on Friday, December 29,1995 at 11:00:48 by Roula Tsoukalas Page: 8 
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AUDIT DISCLOSURE HO. 11 

SUBJECT: HEPATITIE IXXUHI2ATIOH PROGaAn 
Interim 1996 6nd Projected 1996 O U I  Expenso 

FAACTS : southern states' filing for Interim 1995 and Projected 
1996 includes $16,000 and $16,312 for a newly implemented 
Hepatitis immunization program they started in 1995 for selected 
"at risk" employees. 

.The above amounts were budgeted to the Safety Department 
Responsibility Center (f592) for NAFUC Accf 6758, Miscellaneous 
Expenses - A&G. 
The Company maintains that approximately 200 employees will 
receive a series of three inoculations for Hepatitis B as part 
of the Company's Bloodborn Pathogens' program. 

The budgeted cost of the program divided by the number of 
employees immunized results in an average cost of $80.00 per 
employee for the Hepatitis Immunization program in Interim 1995. 

The Company's employee turnover rate for 1995 is estimated to be 
approximately 11% on an annualized basis per D.G. Lock's 
testimony for this filing. 

Documentation provided to the general public by the State Health 
Office-Immunization Program, Department of Health and 
Rehabilitative Services for Florida states, ''The vaccine is 
given in a 3-dose series over a period of six months. About 95% 
of healthy persons are immune after receiving the vaccine,'and 
protection appears to last at least five years.'' 

Rule 25-30.433 (E), F.A.C., states that, "Non-recurring expenses 
shall be amortized over a 5-year period unless a shorter Or 
longer period of time can be justified." 

.. . . 
,. 

37 
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Audit Disclosure No. 11, continued 
APPENDIX 33L - c 

PAGE d OF 3 
OPXXXOH/BEC~~QLEHDATION: Audit staff believes that the am om^ 

budgeted for the Company's Hepatitis Immunization program 
represents non-recurring O&M expense projection and that it 
should'be subject  t o  the Commission rule cited above. 

The Commission should require the Company to reduce Acct 6758 - 
Miscellaneous Expenses for Interim 1995 and Projected 1996 by 
$12,800 and $14,508, respectively, as illustrated in the 
attached schedules. 

C O M P A W  C0MHKtKP.S: The Company may respond at a later date. 

38 



Bchedula for Audit Disclosure No. 11 

k - 
$16,312 a 

1 . 8 0 4 b  

Projected 1996 per Company 

less Projected 1996 per Audit 

Equals audit adjustment $14,508 

! 
1 

I 

- 
APPENDIX 336 - 
PAGE 3 OF ? 

1995 Interim 

Interim 1995 expense amount $16,000 

Divided by estimated life of vaccine a 
Equals yearly amortization amount $ 3,200 

Interim 1995 per Company $16,000 

less Interim 1995 per Audit +. 3.200 

Equals Audit adjustment $12,800 

b) Initial number of employees 
to be vaccinated in 1995 

. times employee turnover rate 

equals the number new employees 
to be vaccinated in 1996 

times the $80 cost per employee 
for each vaccination increased by 
the 1.95% attrition factor 

200 

11% 

22 

equals Projected 1996 per 
audit 
(numbers were rounded to the nearest dollar) 

$ 1,804 

I 39 



Exhibit ALM-l, Page 1 of 1 

INDEX OF SCHEDULES 


EXHIBIT ALM-l INDEX 

EXHIBIT ALM-2 DERIVATION OF LEVERAGE FORMULA 

EXHIBIT ALM- 3 BASIC DCF MODEL 

EXHIBIT ALM-4 TWO-STAGE DCF MODEL 

EXHIBIT ALM-S RISK PREMIUM MODEL AND INPUTS 

EXHIBIT ALM-6 CAPM RESULTS 

EXHIBIT ALM-7 BOND YIELD DIFFERENTIALS 

EXHIBIT ALM-8 VALUE LINE WATER INDEX 

EXHIBIT ALM-9 MOODY'S NATURAL GAS INDEX 

-
o2 3 b I FEB 26 ~ 

FPSC-RECOROS/ ORTING 



Exhibit ALM-2, Page 1 of 2 

DERIVATION OF LEVERAGE FORMULA 

SUMMARY OF RESULTS 

DCF ROE for Water Index (Historical) 

Risk Premium ROE for Gas Index 

Gas Index premium 

DCF ROE for Water Index (Projected) 

CAPM ROE for Water Index 

AVERAGE 

Bond Yield Differential 

Private Placement Premium 

Adjustment to Reflect Required Equity 
Return at a 40% Equity Ratio 

Cost of Equity for Average Florida Water and 
Wastewater Utility at a 40% Equity Ratio 

1995 Leverage Formula 

Return on Common Equity 9.05% + 1.131/ER 

Range of Returns on Equity 10.18% - 11.88% 

10.92% 

10.50% 

.18% 

10.37% 

11.00% 

10.78% 

.51 % 

.25% 

11.88% 

Where: Equity Ratio (ER) = Common Equity / (Common Equity + Preferred Stock 
+ Long-term Debt + Short-term Debt) 



Exhibit ALM-2, Page 2 of 2 

Leverage Formula 9.05% + 1.131 I ER* 

Marginal Cost of Investor Capital 

Average Water and Wastewater Utility 


Weighted 
Marginal Marginal 

Capi ta 1 COO1ponent Ratio Cost Rate Cost Rate 

Conmon Equi ty 45.43% 11.54% 5.24% 

Tot a1 Debt 54.57% 9.05% ** 4.93% 

10.18% 

A 40% equity ratio is the floor for calculating the required return on comnon equity.
The return on equity at a 40% equity ratio 9.05% + 1.131 / .40 = 11.88% 

Margi na 1 Cost of Investor Capi ta1 

Average Water &Wastewater Utility at 40% Ecuity Ratio 


Weighted
Marginal Marginal

Capi ta1 COO1ponent Ratio Cost Rate Cost Rate 

Comnon Equi ty 40.0% 11.88% 4.75% 

Total Debt 60.0% 9.05% ** 5.43% 

10.18% = 

* Where: Equi ty Rati 0 Comnon Equity / (Comnon Equity + Preferred Equity 
+ Long-Term Debt + Short-Term Debt) 

** Assumed Baa3 rate for April 1995 plus 25 basis point private placement premium
Source: Moody' s Bond Survey. 5/22/95 
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DCF Analysis of Water Index 

Arithmetic Current Current Required 
Average Dividend Average Return 
Growth Stock On 

PriceRate Equity % 

i 28.94 13.38American Water Works 8.58% I 1.28 

1. 95% 1.62 22.75 9.21Aquarion Company 

California Water Services Co. 4.44% 2.04 31.00 11.32 

Consumers Water Company 1.18 15.25 12.284.21% 

2.42% 1.12 18.06 8.77Philadelphia Suburban Corp. 

3.55% 0.92 13.63 10.54Uniter Water Resources 

4.19%AVERAGE $1. 36 $21. 60 10.92% 

Basic DCF Analysis 

K = D1/PO + g 
K Investors' required rate of return 
D1 = Dividend expected next period = Arithmetic growth rate x current dividend 
Po = Current stock price = April average stock price 
g Projected long-term growth in dividends = Arithmetic growth rate 
K = 10.92% 

Source: Standard & Poor's Stock Guide, May 1995 Edition 
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COST OF EQUITY FOR VATER INDEX COMPANIES 
DISCOUNTED CASH FLOW HODEL 

Apri 1 
Growth Growth Average 

COMPANY DIVl DIY2 DIY3 DIY4 EPS4 ROE4 Yr 1-4 4+ HI-Price LO-Price Price 
AMERICAN VATER WORKS 1.28 1.38 1.49 1.60 2.90 11.00 1.0772 1.0493 29.375 28.500 28.938 
AQUARIAN CO. 1.62 1. 74 1.86 2.00 2.60 13.50 1.0728 1.0312 23.750 21.750 22.750 
CALIFORNIA VATER SYC 2.04 2.10 2.16 2.22 3.00 12.00 1.0286 1. 0312 32.250 29.750 31.000 
CONSUMERS VATER 1.19 1 21 1.23 1.25 1. 45 11.00 1.0165 1. 0152 15.750 14.750 15.250 
PHILADELPHIA SUBURBAN 1.15 1.18 1.22 1.25 1.60 13.00 1.0282 1.0284 18.375 17.750 18.063 
UNITED WATER RESOURCES 0.92 0.96 1.00 1.05 1.55 12.50 1.0450 1.0403 14.125 13.125 13.625 

AYERAGE 	 1.37 1.43 1. 49 1.56 2.18 12.17 1.0447 1.0326 21.604 

10.37% Cost of equity required to match the current stock price with the expected cash flows 

20.96 April 1995 average stock price less 3% flotation costs, or Po(l-fc) 

QTRI QTR2 QTR3 QTR4 
20.96 	 DIYl 0.34 0.33 0.32 0.31 


DIY2 0.32 0.31 0.31 0.30 

DIY3 0.30 0.30 0.29 0.28 

DIV4 0.29 0.28 0.27 0.27 


P4= 16.13 tr1 

&01+D2+D3+D4+P4= 20.96 	 t-'. 
0" 
t-'. 
rt 

Data Sources: 
1. Stock Prices - SIP Stock Guide, May 1995 Edition 
2. DPS, EPS, ROE Value Line Edition 9, February 10, 1995 	 ~ 
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Risk Premium Cost of Equity for 

Moody's Natural Gas Distribution Index 

Estimated Monthly Risk Premium 3.076% 

'Blue Chip Forecast for 30-Year Treasury Bond 7.42% 

10.496% 

Blue Chip Financial Forecasts, May 1, 1995 
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"........ 


ESTIMATED MONTHLY RISK PREMIUMS 
MOODY'S NATURAL GAS DISTRIBUTION INDEX 

JUNE 1985 - MAY 1995 

Quarterly 
Cost of Risk Risk 
Equity Free Premium 

YEAR MONTH Gas Rate Quarterly 

1985 JUN 14.588 11.08 3.508 
JUL 14.886 10.48 4.406 
AUG 15.017 10.62 4.397 
SEP 15.604 10.70 4.904 
OCT 15.030 10.78 4.250 
NOV 15.122 10.66 4.462 
DEC 14.672 10.19 4.482 

1986 JAN 13.857 9.68 4.177 
FEB 13.780 9.59 4.190 
MAR 13.644 9.26 4.384 
APR 12.944 8.15 4.794 
MAY 12.684 7.58 5.104 
JUN 12.726 8.13 4.596 
JUL 11.818 8.27 3.548 
AUG 11.683 7.88 3.803 
SEP 11.653 7.74 3.913 
OCT 11.408 8.10 3.308 
NOV 11.617 8.06 3.557 
DEC 11.336 7.82 3.516 

1987 JAN 11.847 7.66 4.187 
FEB 11.642 7.62 4.022 
MAR 11.563 7.71 3.853 
APR 11.293 7.64 3.653 
MAY 11.759 8.35 3.409 
JUN 11.903 8.85 3.053 
JUL 11.738 8.67 3.068 
AUG 11.856 8.77 3.086 
SEP 11.858 9.06 2.798 
OCT 12.148 9.67 2.478 
NOV 12.926 9.73 3.196 
DEC 13.078 9.10 3.978 

1988 JAN 13.226 9.23 3.996 
FEB 12.850 8.93 3.920 
MAR 12.416 8.48 3.936 
APR 12.396 8.64 3.756 
MAY 12.398 8.97 3.428 
JUN 12.378 9.30 3.078 
JUL 12.049 9.11 2.939 
AUG 12.027 9.28 2.747 
SEP 12.314 9.42 2.894 
OCT 12.070 9.14 2.930 
NOV 12.036 8.96 3.076 
DEC 12.088 9.09 2.998 

1989 JAN 12.028 9.10 2.928 
FEB 12.050 9.05 3.000 
MAR 12.060 9.15 2.910 
APR 12.580 9.31 3.270 
MAY 12.480 9.17 3.310 
JUN 12.312 8.93 3.382 
JUL 12.071 8.37 3.701 
AUG 11.882 8.13 3.752 
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Quarterly 
Cost of Risk Risk 
Equity Free Premium 

YEAR MONTH Gas Rate Quarterl~ 

SEP 11.788 8.23 3.558 
OCT 11.450 8.29 3.160 
NOV 11.462 8.12 3.342 
DEC 11.320 8.00 3.320 

1990 JAN 10.978 8.00 2.978 
FEB 11.130 8.37 2.760 
MAR 11.252 8.63 2.622 
APR 11.416 8.73 2.686 
MAY 11.620 8.92 2.700 
JUN 11.710 8.87 2.840 
JUL 11.468 8.60 2.868 
AUG 11.550 8.62 2.930 
SEP 11.830 8.93 2.900 
OCT 11.160 9.08 2.080 
NOV 11.340 8.89 2.450 
DEC 11.070 8.58 2.490 

1991 JAN 11.031 8.27 2.761 
FEB 11.186 8.31 2.876 
MAR 11.171 8.09 3.081 
APR 10.864 8.36 2.504 
MAY 10.810 8.26 2.550 
JUN 10.820 8.31 2.510 
JUL 10.797 8.52 2.277 
AUG 10.783 8.47 2.313 
SEP 10.680 8.15 2.530 
OCT 10.988 7.95 3.038 
NOV 10.742 7.86 2.882 
DEC 10.719 7.80 2.919 

1992 JAN 10.580 7.55 3.030 
FEB 10.640 7.46 3.180 
MAR 10.698 7.76 2.938 
APR 10.684 7.90 2.784 
MAY 10.810 7.85 2.960 
JUN 10.740 7.77 2.970 
JUL 10.525 7.70 2.825 
AUG 10.351 7.37 2.981 
SEP 10.170 7.15 3.020 
OCT 9.812 7.05 2.762 
NOV 10.032 7.24 2.792 
DEC 10.113 7.40 2.713 

1993 JAN 9.653 7.29 2.363 
FEB 9.518 7.16 2.358 
MAR 9.306 6.87 2.436 
APR 9.086 6.63 2.456 
MAY 9.222 6.63 2.592 
JUN 9.338 6.67 2.668 
JUL 9.547 6.54 3.007 
AUG 8.769 6.33 2.439 
SEP 8.774 6.16 2.614 
OCT 8.813 5.93 2.883 
NOV 8.843 5.89 2.953 
DEC 9.136 6.23 2.906 
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Quarterly 
Cost of Risk Risk 
Equity Free Premium 

YEAR MONTH Gas Rate Quarterly 

1994 JAN 9.133 6.26 2.873 
FEB 8.805 6.23 2.575 
MAR 8.885 6.44 2.445 
APR 9.126 6.89 2.236 
MAY 9.431 7.30 2.131 
JUN 9.550 7.47 2.080 
JUL 9.737 7.42 2.317 
AUG 9.723 7.60 2.123 
SEP 9.802 7.54 2.262 
OCT 9.921 7.77 2.151 
NOV 9.813 8.01 1.803 
DEC 10.198 8.15 2.048 

1995 	 JAN 10.342 7.95 2.392 
FEB 10.071 7.92 2.151 
MAR 9.891 7.67 2.221 
APR 9.865 7.50 2.365 
MAY 9.747 7.38 2.367 

AVERAGE 	 3.076 

.- SOURCE: Value Line Investment Survey 
S&P Stock Guide 
Moody's Bond Survey 
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Capital Asset Pricing Model Cost of Equity for 


Water and Wastewater Industry 


CAPM analyis formula 

K = RF + Beta(MR - RF) 
K = Investor's required rate of return 
RF Risk-free rate (Blue Chip forecast for 30-year Treasury bond) 
Beta Measure of industry-specific risk (Average for water utilities 

followed by Value Line) 
MR = Market return 

11.00% = 7.42% + .6417(13.0%- 7.42%) 

Blue Chip Financial Forecasts, May 1,1995 
Value Line Investment Survey, May 12,1995 
ValueScreen, June 1,1995 
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American Water Works 
Aquarion Company 
CaLifornia Water Services Co. 
ConsUlltrs water Company 
Philadelphia Suburban Corp. 
United water Resources 

Average 

Source: 

5/95 Equity Ratios of Water Index Companies 

Book VaLue COIIIIIOn Shares 
Per Share Outstanding COIIIIIOn Equ i t Y 

122.18 32.66 5724.4 
517.41 6.69 5116.5 
523.08 6.25 5144.2 
512.42 8.26 5102.6 
512.27 11.48 5140.8 
511.28 31.39 5354.1 

Value Line Investment Survey 
Edition 9 May 12, 1995 
C. A. Turner Utility Reports May 1995 

Exhibit ALM-8, 

Total 
Debt 

51,464.40 
5115.60 
5135.90 
5159.90 
5153.10 
5591.50 

Page 1 of 1 

Preferred Equity

Equity Ratio 


5101.7 0.316257 

$0.0 0.501881 

53.5 0.508431 
$1.1 0.389192 
57.1 0.46782 

$107.2 0.336338 

42.00% 

http:51,464.40


Exhibit ALM-9, Page 1 of 1 

5/95 Equity Ratios of Natural Gas Index Companies 

Atlanta Gas &Light
Bay State Gas 
Brooklyn Union Gas 
Indiana Energy
Laclede Gas 
Northwest Natural Gas 
Peoples Energy 
Washington Gas &Light 

Average 

Source: 

Book Value COIIIIIOn Shares 
Per Share Outstanding COIIII1On Equi ty 

$21.24 25.60 $543.8 

$17.06 13.34 $227.6 

$16.99 48.08 $816.9 

$12.50 22.56 $282.0 

$13.09 15.71. $205.6 

$20.32 13.30 5270.2 

$19.29 34.90 5673.2 

$24.22 21.21 $513.7 


Value Line Investment Survey 
Edition 3 March 31. 1995 
C. A. Turner Utility Reports May 1995 

Total 

Debt 


$718.10 
$246.60 
$717.50 
$203.30 
$244.20 
$332.70 
5636.10 
1439.40 

Preferred 
Equity 

$58.5 
$5.3 
$7.2 
SO.O 
$2.0 

142.5 
SO.O 

528.5 

Equity 

Ratio 


0.411825 
0.474608 
0.529907 
0.581051 
0.455103 
0.418625 
0.514174 
0.523353 

48.86X 



Exhibit NEP - 1 

SOUTHERN STATES UTILITIES, INC. 
COMPLAINTS 

6 YEAR COMPARISON 
90 


85 


80 


70 

1990 1991 1992 1993 1994 1995 


OOCUMun R-OATE 

o2 3 5 9 FEB 26 ~ 


S/REPORTING 



Exhibit NEP - 2
SOUTHERN STATES UTILITIES, INC. 

1994 Major 1)rpes 

SEE IN"I>EX: BEL<>VV 

1. High Bill (17) 7. Billing Wrong Customer(3) 
2. Water Pressure (6) . 8. Misc. Billing Problem (3) 
3. Improper Disconnect (5) 9. Sewage Problem (3) 
4. Water Quality (4) 10. Misc. Service (3) 
5. Business Omce Problem (4) 11. Others (26) 
6. Backbilllng (3) 

1995 MAJOR TYPES 

30 

10 

DEL<>VV 

1. Hlah Bill (20) 5. 'VVater Pressure (4) 
2. 'VVater QuaUt:y (18) 6. IJ:Dproper Disconnect (4) 
3. ~Isc. Service (5) 7. Business <>rt"lce ProbleJ:D (4) 
4. Reconnect Charge (4) 8. Service <>utage (3) 

9. <>thers (24) 



DOCKET NO. 950495~WS 

DOCKET{ '1s7J t.{ 1.$:' W-S ( I( lBIT GLS-l 

['Xi'nBll NO.,---!/-.:....'f(p::>::..---- RATE OPTION SUMMARY ANALYSIS 
• ,....,.. ~-'-- - .....\... if 

CRITERIA 
__ _ 

OPTION 1 
MODIFIED STAND 

ALONE 

OPTION 2 
STANDALONE 

OPTION 3 
MODIFIED STAND 

ALONE WITH MINIMUMS 

OPTION 4 
UNIFORM 

OPTION 5 
CIAcrrREATMENT 

lYPE FACTORED RATE 

AFFORDABILITY STRONG 
CONSIDERATION 
DUE TO BENCH 
MARKS 

NO 
CONSIDERA TION 

STRONG 
CONSIDERATION DUE 
TO BENCH MARKS 

STRONG 
CONSIDERATION 

STRONG 
CONSIDERATION 
THROUGH UNIFORM 
RATE 

RESOURCE 
PROTECTION 

MIXED DUE TO 
LACK OF LOW END 
PROTECTION 

MIXED DUE TO NO 
LOW END 
PROTECTION 

SOME LOW END 
PROTECTION DUE TO 
MINIMUMS 

MODERATE 
PROTECTION DUE TO 
LOW END IMPACT 

UNCERTAIN 

EASE OF 
UNDERSTANDING 

MODERATELY 
COMPLICATED 

STRAIGHT 
FORWARD 

MODERATELY 
COM PLICA TED 

STRAIGHT FORWARD COMPLICATED 

DEGREE OF 
SUBSIDY 

SUBSIDIES OCCUR 
DUE TO BENCH 
MARKED RATES 

NONE BETWEEN 
SERVICE AREAS 

SUBSIDIES OCCUR DUE 
TO BENCH MARKED 
RA TES AND MINIMUMS 

STRONG CROSS 
SUBSIDIZATION 
ELEMENT 

SUBSIDIZA TION 
TEMPERED BY 
RECOGNITION OF 
FACTORS 

REVENUE NO CONSIDERATION NO DUE TO MINIMUM PROBABLY GREATER NO CONSIDERATION 

STABILITY CONSIDERATION SHOULD BE SLIGHTLY 
MORE STABLE THAN 
OPTIONS WIO 
MINIMUMS 

DUE TO SIMPLICllY 
OF RATES 

ACQUISITIONS SOME POSITIVE 
EFFECT DUE TO 
BENCH MARKED 
RATES 

PROBABLY 
DETRIMENTAL W/O 
BENCH MARKS 

SOME POSITIVE IMPACT 
DUE TO SUBSIDIES 

POSITIVE IMPACT 
DUE TO 
EXPECTATION OF 
RATE LEVELS 

UNCERTAIN 

CONTINUITY MAINTAINS 
CURRENT 
STRUCTURE 

MAJOR CHANGE 
FOR SOME 

MINOR IMPACTS TO 
CUSTOMERS BELOW 
MINIMUMS 

MAJOR CHANGE MAJOR CHANGE 

FLOQtOA PUBLIC SERVtCE OOMM'~ 
DOCKET. ~ 
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