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Yes. Test year expenses should be reduced by §9,000 for
excessive fees paid to the board of directors. (Dismukes)

Some adjustment may be necessary, since some directors do
not consistently attend the directors’ mactings. {(Welch)

Should any adjustment be made to remove expanses for lift
station coating from the test year?

No adjustments should ‘be made for 1lift station
maintenancea. (Messner)

Yes. Test year expenses should be reduced by $10,500 to
remove nonrecurring expenses. (Dismukes)

Agree with OPC.

Are adjustmente necessary to remove charitable
contributions from operations and maintenance expenses?
{(Audit Exception 3)

No. These are not included in Gulf'’'s teat year. (Caxdey,
Andrews)

Agree with Staff.
Yes. Water and wastewater miscellaneous expenses should
be reduced by $1,269 and $640, respectively, to remove

charitable contributions from coperation and maintenance
expenses. (Welch)

Should any adjustments be made to remove from test year
expenses golf outings and gift basket expenses?

No. These are not included in Gulf's test year. (Cardey,
Andrews)

Yes. Test year expenses should be reduced by $760.

No position pending further development of the record.
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IS88UE 44: Should the Commission inolude budgeted “unaniicipated”
expenses in the test year?

POSITIONS

GULF: OPC’s "Unanticipated expenses®"™ is a misnomer. The
Company must allow for miscellaneous expenses that occur
year in and year out, not itemized specifically in the
budgetary process. These expenses occur in the normal
course of the business. (Andrews)

QPC: No. These expenses, in the amount of $4,8985, shculd be
removed from test year expenses. (Dismukes)

STAFF: Agree with OPC.

ISBUE 45: Are adjustments necessary to remove amortization of the
San Carlos water line project (Audit Disclosure 5)?

GULF: These costs relate to engineering to supply service to an
area without central water service. The Lee County
Commiseion would not require mandatory hock-up, thus
making the project uneconomical. The Company is writing
the cost off over 5 years. (Moore)

QPC: Agree with Staff.

STAFF: Yes. These costs have not been abandoned and should be
ramoved from test year amortization until the project is
added to plant or £fully abandoned. Test Yyear

amortization should be reduced by $8,184. (Welch)

IB88UE 46: Is an annual customer satisfaction survey necessary, and
what, if any, adjustments are appropriate to test year
expenses (Audit Disclosure 10)7

POSITIONS

GULF : Yes. 8Such survey should not be done less than annually.
This is part of the Company’'s ongoing effort to assure a
satisfactory level of service to its customers. The cost
of an annual customer survey should be included in test
year expeuses. (Moore)
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198UR 47:

STAFE :

1B8UEK 49:

If the customer survey should not be conducted annually,
the amount of prudently incurred survey costs should be
reduced to reflect the appropriate amortization.

If the Commission determines that the survey is not
necessary on an annual basis, the cost should be
amortized over the appropriate time frame. Any
adjustment will be based on further development of the
record. (Welch)

Are adjustments necessary to remove expensed coste
related to preliminary survey charges for FGCU (Audit
Disclosure 11)°7

These costs are engineering service required under the
bond indenture, engineering service on franchise mapping,
etc. and only $32 relate to FGCU. The costs are expenses
as they should be. (Andr:ows)

Agree with Staff.

Yes, Contractual Bervices-Engineering should be reduced
by $1,029 for water and $310 for wastewater and recorded
in construction work in progress. (Welch)

Are adjustments necessary tc remove local business and
entertainment expenses for Gulf’s president (Audit
Disclosure 15)7?

No. All expenses are utility business expenses and are
explained. There are no entertainment expenses. (Moore)

Excessive and unreasonable business meals and
entertainment expenses should be removed from test year
expenses. The amount will be determined pending further
development of the record. {(Dismukes)

Yes, expenses should be reduced by $1,867 for local
business meals and $120.38 for entertainment. (Welch)

What is the appropriate provision for rate case sxpense?
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OpC: No position pending further development of the record.
STAFF: No position pending further development of the record.

IBEUR 62: What is the appropriate Allowance for Funds Used During
Construction (AFUDC) rate?

EOSITIONS

GULF : Agree with Staff.

OPC: Agree with Staff.

STAFF: The appropriate rate is subject to the resolution of

other issues.

ISSUR 63: Bhould the special service availability agreswment dated
Decembear 12, 1996 betwean Gu’f and the Board of Trustees
of the Internal Ismprovement Trust Fund of the State of
Florida (¥GCU} be approved as filed?

EQSITIONS

GULF : Yes. (Moore)

OPgC: No position pending fuv' her development of the record.
STAFF : No position pending further development of the record.

VIII. EXHIBIT LIST

Hitnegs Exoffered By LD, No, Description
Rirect
Keith R. Cardey Gulf Minimum Piling
(KRC-1) Requirements,

consisting of
all information
filed on June
27, 1996.
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Witnesg Pxoffered By  I.D. No, = Description
Keith R. Cardey Gulf Application for
{KRC-2) Change in Plant
Capacity
Charges

Keith R. Cardey Gulf Allocation of
(KRC-3) General Office
Expenses to
Calcosa Group,
Inc.

Keith R. Cardey Gulf Order No.
{KRC-4) 960234-WE Rate
Base and Income
Statement
Adjuetments for
Water
Operations

Keith R. Cardey Gulf Summary of
(KRC-5) Prepaid
Capacity
Charges as of
12/31/95

Keith R. Cardey Gulf Developer
(KRC-6)" Agreement
Provision on
Prepaid
Capacity
Charges

Robert €. Nixon Gulf *Financial,
{RCN-1) Rate and

Engineering
MFRsg, "
Application
for Changes in
Rates,
Schedules Cl
to C10

James W. Moore Gulf Cash flow
(JWM-1) analysis
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Witnese Broffered By 1D, No, Rescription
James W. Moore Gulf Shareholder
{JWM-2) investment
analysis, 1982-
1995

James W. Moore Gulf Five year
{JWM-3) capital budget,
1996-2000

James W. Moore Gulf Support for
(JTWM-4) investments
made in the
public interest

Carolyn B. Andrews Gulf All schedulesr
(KRC-1) and MFR
information not
sponsored by
other witnesses
on direct

Ted L. Biddy OPC Key and
{(TLB-1) rationale for
OPC usBed and
useful
calculations

Ted L. Biddy OPC Used and useful
(TLB-2) calculations
for water
systems

Ted L. Biddy OPC ERC
(TLB-2.1) calculations/
water

Ted L. Biddy OPC Fireflow Test
(TLB-2.2) Records Summary

Ted L. Biddy OPC Used and useful
{(TLB-3} calculations
for wastewater

systems
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Witpess Rroffered By 1D, No, Pescription
Carolyn B. Andrews Gulf Test Year Net
(CBA-2) Operating
Income as
Adjusted
Carolyn B. Andrews Gulf Depreciation
(CBA-3) Expense and
Reserve for
Depreciation
Carolyn B. Andrews Gulf Capacity
{CBA-4) Charges
Carolyn B. Andrews Gulf 1996 Capital
(CBA-5) Budget

Parties and Staff reserve the right to identify additional
exhibits for the purpose of cross-examination.

IX. PROPOSED STIPULATIONS

The parties have agreed and Staff recommends that the
following stipulations are reasonable and should be accepted by the
Commission:

1).

2)

3)

4)

5)

Wastewater plant in service should be reduced by $2,265
in order to correct the 13-month average balance of
wastewater plant reported in the MFRs. (Audit Exception
4)

The water transmission and distribution system should be
considered 100 percent used and useful because the water
distribution lines are contributed. ’

The entire wastewater cocllection system should be
considered 100 percent used and useful because the
collection system is contributed.

Test year expenses should be reduced by $792, to remove
lobbying-type expenses.

Test year expenses should be reduced by $235 to remove
expenses related to rotary club dues.












