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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n re: Application of SOUTH BROWARD ) 
UTILITY , I NC. for a rate increase in ) 
Broward County ) _____________________________________ ) 

DOCKET NO. 890360-WS 
ORDER NO. 2 24 32 
ISSUED: 1-19-90 

Pursua nt to notice, a Prehea r i nq Conference was held o n 
January 12 , 1990, before Comrmsstoner Betty Easley , as 
Prehearing Officer, in Tallahassee, Florida. 

APPEARANCES : JAMES L. AOE , Esquire and SCOTT G. SCHILDBERG, 
Esquire, Martin, Ade, Btrchfteld and Mickler, 
P.A . , 3000 Independent Square, Jacksonville, 
Florida 3220] 
On behalf of South Broward Ultlfu!- lnc. 

I 

STEVE BURGESS, Esquire, and H. F. RICK MANN . 
Esquire, OfCtce of Public Counsel. c/o The 
Florida Legislature, 111 Wesl Madtson S reet, I Room 812, Tallahassee , Flor1da 32399-14 00 
On behalf of the Cit izens 

ROBERT J. PIERSON, Esquire, 
Service Commission , 101 Easl 
Tallahassee, Florida 32399-0863 
On behalf of Commission Staff 

PRENTICE P. PRUITT, Esquire, 
Service Commission, 101 Easl 
Tallahassee, Florida 32399-0863 
Counsel ~e_Commission 

PREH~RING ORDER 

CASF BACKGROUND 

Floc tda Publtc 
Gaines Streel, 

Flo rida Publi c 
Gatnes S ree , 

South Broward Ulilily, Inc. (South Broward or utility) 1s 
a Class C water and sew r utility wtlh approximalely 1,018 
water customers and 987 sewer customers. On June 5, 1989, the 
utility filed its applicat1on for a rate increase and ils 
Minimum FilJnq Requirements (MFRs) . The re were detict e ncies in 
the MFRs and o n August 15, 1989, South Broward Ciled its I amended MFRs which correc ed t he deficiencies. Augusl 15, 
1989 , was established as the o f!icial filing date. 
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In its applicatio n, t he ut1lity requested final rates 
which would produce annual o perating revenues of $1,061 , 083 fot 
water se rvice and $970 , 263 for sewer service. Those requested 
revenues exceed projected 1990 test y ear revenues by $6 62,312 
(1 66 . 09 percent) and $4 11 , 087 (73 . 52 percent) for water and 
sewer, respectively. The utilily tequested an inlerim increase 
based on 1988 actual data. The utilily calculated an tnlen m 
inc r ease based on a fa1r rate of return, however, the util1 y 
limited the r equested interim increase to annual revenues ot 
$ 203,004 for water <lnd $284,6 63 for sewer. The reques eJ 
interim i ncrease exceeds 1988 annual revenues by $33,834 (20 
percent ) fo r water and $4 7 , 444 ( 20 petcenl) tot sew~r . 

South Broward proposed that the petmancn rate 1ncrease be 
imp lemen ted in three steps . Each step would 1ncr~)se he ra PS 
by one- hird of t he tolal amount OL he incr"ase :-ouqhl. Th~~ 
uti l ity proposed tha the fir l step ot lhe (Wtll1anent tate 
i nc r ease would be effect1ve o n IH• da e 01 the futal order o t 
the Commiss1on approving the permanent r1L<~ Jnd would tncrease 
the rates to an amount equal to <>nc-thud o f he pt>rmanent tate 
i ncrease. The second step of the permanen tale tnctease would 
be effect1ve o ne year after he dale that the Commission' s 
order gra nti ng the inter im rate increase became etfect1ve . The 
third step of the pe r manent rate increase wnuld be effec ivt: 
two years after lhe effec ive da c of he interim rates . 

The test year for th i s rate applica 10n 1s 
twe lve-mo n th per:i.~1d ended December 31, 1990, 
h1storical base y .or: ended December 31, lQ88 . 

the proJec ed 
basc>d on 

By Order No . 22047 , i ssu~.:;d Octol>er l3, 1 J89, h·• 
Commission s u spended South Broward · s proposec:! rate!> and gran e cJ 
an interim increase in water and sewer rates and plan capact y 
charges , subject to refund , with 1nteres . 

On January 5, 1Q90, P•1blic Counsel C i l~d his noltce o t 
intervention. 

T hi... case is sc tPdul ed for an 
Davie, Florida o n January 24 and 2S , 

adminis raltve 
1990. 

PREFlLfD TF.STI~ONY AND EXHIBITS 

Testimo ny of Jll witnesses to be spo nso red 
Broward and the Staff ot his Commission (State) 
prefi led . All testtmony which has been prefi led 111 

henr1ng in 

by South 
has been 
lhts case 
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will be inserted i nto the record as though read aL er he 
witness has taken t he s tand and a(firmed the correctness o f the 
testimony and associated e xhibits. All test imony rema1ns 
s ubject to approp r iate o b)eclions. Each w1tness w1ll have the 
o pportunity t o o rally summarize hi s o r he r t est tmony at he 
t ime he o r she akes he stand. Upo n t n !:>e t ton o t rJ w1tness' 
t estimony , exhibits appended t hereto ma y be mat ked lor 
identification. Afte r all part1es and SLJtf hJve had the 
o pportun1ty to o bject and cross-exam1ne, the exhtbt t ma y be 
moved tnto the record . All other e xh1b1t s may be sunila rly 
iden tified and entered 1nto the reco rd a th ~ appropt iate 1me 
during the hearing . 

Witnesses are reminded lha , o n cross-examinalton, 
responses to ques 1ons calli ng for a simp le yes o r no d nswer 
shall be so a nswered firsl, dlter whi c h th• Wl~n ~s:; ma y expla 111 
h is O L het answer. 

Witness 

Di rect 

Ronald E. Corbitt, Jr. 

Stephen H. Dunn 

William H. Br i mbet r y 

Eugene F. CJssidy 

ORDER OF WITNESSFS 

Sou h Browa t •J 

Sou n Browacd 

Sou h Br owa rd 

South Broward 

Issues 

1, 3 , 4, 5, 6, 7 , R , 
9, 17., 15, 22 , ?7 , 7.8, 

2CJ , 31 , 32 , 33 , l O , 4 5, 
1 , 19 , 51 .'lnd 52 

) I 3, ·1 t 5, I) t 
~ 

I ' 8 t 1 t 

10 , 1 1 • 12 . 13. 1 l t 1 c; t 

16, ll , 18 , 1 , ?.0 . 21. 
22 , J3 , 2 1, r 26 . 28 , <. , 
30 , 3 1, J 2, 3L 11. 35, 
36 , 37 t 38, 19, 10 , •i 1 , 
421 43, 44 t 1 b t 17, 4 9, 
50 and 52 

1 t 6 t 7 t 8 t ~ t 11. 18 t 

l7 and 47 

'). , 5 t 10 , 13 , 1 j , 15 t 

16 1 1 C) 1 20 , 2 1 t 31, 3 2 t 

3b , 3 "l t . l' .Hld •1 CJ 

I 

I 

I 
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Witness 

Direct 

Don Olsson 

Martin Weigand 

Rebuttal 

Ronald E . Corbitt , Jr . 

Appearing For 

Stafl l 

StaCC 1 

South Broward 

BASIC POSITIONS 

South Broward : The Application , Lhe estimony. and he 
exhibits introduced in his mal er cl~H ly esto;~blt!;h ( 1) t har 
South Broward Utility should be alloued o chatq"' tnd .; ILL'C. 

the utility service ra es hat ll propos~s tn the Appltcdl:lOn 
as permanent rates; (ii) that South Broward U 111 y should lP 

allowed to charge and collect fr()m its new cust:omcrs the plctn 
capacity charges Lhal tl proposes tn Lhe A[JpltcaLion cl:-> 

permanent charges; (iii) Lhat Sou h Btoward Utili y should be 
allowed to charge and collect from its new cus omers an 
app ropriate amount as an allowance tor funds prudr•n ly 
invested ; (iv) that South Broward Ut.illty s ho uld be allowed to 
cha rge and collect an amount ~qual to he tax 1mpac OL 
transfers to contributions to aid tn cons rucllon , including 
plant capacity charges and allowances tor funds pruden ly 
invested; and (v) that the increase in pcrmanenl rates should 
be implemented in three s ep; as se fo rth in the Applica 1 0 11 . 

QPC : The applica ion , the f1FRs. the tntormat ton g.,Lhered 
through dtscovery and the prefi led estimony of South Broward 
overstates t he utility's need for a t evenuc tncreasP. 

Staff: The tnfotmation gathered hrough dtscovery and 
prefiledtestimony tndicates at this potnl, that he utili y is 
entitled to some level oC increase. The final level canno l be 
ascertai ned unt1l the evidence presented dt hearing is dnalyzed. 
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ISSUES AND POSITIONS 

1. ISSUE: Is the quality of service sa ti s tactory? 

Positions 

South Broward: The quality ot se rvtce s hould be found to 
be satisfacto ry. (Corbitt) 

OPC: See the numerous custom~r protests and pet1 tions 
filed with the Comm1ssion in 1989 and 1990. 

Staff: No pos1tion , pend1ng cecetpt o( cuslomet 
testimony . (Olsson, We igand) 

2. ISSUE : Are the utllity's books and records tn complid nc~.? 
with the Commission's Rules? 

Positions 

South Broward: Historically, the ut1lity's books and 
records were not in compliance w1th NARUC. However, lhe 
u ility has substantially complled with the CommlSSton ' s 
Rules and in 1990 will complete its conversion to be 1n 
total compliance. (Cassidy, Dunn) 

OPC: Historically, the u illty ' s books and reco rds were 
not in compliance with NARUC. 

S aff: Hi storically, he ut-tlity':, book:> 1nd records were 
not i n compliance wtth NARUC. Howev 'r, he uL1llty has 
gubs antially complied wtth the Commisston's Rules and 1n 
1990 will complete tLS convPrston lo be in tolal 
compliance. 

:: 

Rate Base 

3. ISSUE : The utility has 11sed a projec ed December 31, 1990 
rate base. rs lhis approprtate? 

Positions 

South Broward: 
developmen in 

Yes. Because 
the certiticated 

of he 
servtce 

high 
area 

level of 
of Sou h 

I 

I 

I 
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Br oward , the use of a n historic te~t year would be 
i nappropriate. r is an 1ci pated that Lhe add1t1 ons to 
both the water and wastewater treatment plants 'ofl tl l be 
s ubstantially completed in 1990. Therefo re , 1t i!' 
appropnate to use a tes year endtng Dec~mber 31 , 1990. 
(CorbitL, Dunn) 

OPC: No . Lhe tt tility has 
extraordinary gro•oflt h that would 
year . 

Staff : Yes . 

falled ro demons call! 
jus i fy a p r ojec ed tes 

4. ISSUE: Should the p r ojecLed plant nddit1~ns be tncluded 
i n util1ty plant-in-service? 

Sout h Broward: Yes . (Brimherry, Corb1Lt . Dunn) 

OPC : The water plant add1 i o n s s hould be tncluded. The 
utility h as no subslanttatton, s uch as 1 con tract, for the 
sewer plan t add1 ions; therefore, hcse uddit1ons :s hould 
not be i ncluded . 

Staff : The water plant add1 ions s hould be included. The 
utility has no St..bs antiation, s uc h as d con rtct. f r the 
sewe r plant adn .. ~-t on s ; there t oce , hesc Jd<Ji ion~ . hould 
not LP incl uded . 

5. ISSUE : Should a n adjustment be m.tde o teclassuy a 
po r t1on of land cosls to utili y planL- in-se r vtce? 

Pos i i o n s 

South Broward : The l andsca p ing and o v e rhead allocated to 
land should be reclassified from land o uL i 11 y 
plant-i n -service. This is not r,t l~cled tn he tinal 
numbers. (Cassidy , Corbit , Dunn) 

OPC: No . 

Staff: The landscaping nd o verhedd lloc1 ~d ~ o 1 and 
utllity s hould be reclass1fied from land o 

plant-t n-servi ce. 

483 
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6 . ISSUE: What is the design capacity ot the water Lreatment 
plant? 

7. 

Positions 

South Broward: Hydraulic rated capac1ty is 2.0 million 
gallons per day (mgd). The Environmental Enq1neerina 
Section of the Broward Counly Public Health Uni requires 
that a limiting capacity be imposed on the plant so tha 
it wil l meet peak hour and peak day flows. Therefore. the 
operational capacity does not exceed 1.5 mgd. (Brimberry, 
Corbitt, Dunn) 

OPC : 2.0 mgd. 

Staff: The DER permit indicates the des1gn capactly ~ ~ 
2.0 mgd. 

ISSUE: What is the approptia e used and useful pe t centage 
for the water trealment plant? 

Positions 

South Broward : The water treatmenl plant 
used and usefu 1, bolh no.o~ and w1 Lh 
capacity. (Brimberry, CorbtU, Dunn) 

is 100 peccen 
the additional 

OPC : No posituJ.~ at this t:1mc pend1ng review ot: Cur het 
info matton . 

Staff: No posit1on at: Lhis time pend1ng rev1ew o f further 
information. 

=a. ISSUE: What is the approprta e used and useful percentage 
for the wasLewater Lreatment plant? 

South Broward : 13 . 39 PfHcent, ~ncludinq the plant 
expansion. (Brimberry. Corbit, Dunn) 

OPC: No postlton at th1s L1me. 

I 

I 

I 
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Staff: Using the a verage dai ly flow a nd margin 
t he used and usefu 1 pe rcen age shou 1 d be 9 2. 1 
e xcluding the planl expansio n. 

rese rve, 
percent, 

9 . ISSUE: Should a margin res etve be included in the used 
a nd useful calculation? 

Positions 

South Browa rd: Yes, should Lhe plant be fou nd no t t o be 
100 percent used and useCul, a marg 1n rese t ve should be 
i ncluded . (Br imberry, Corbitt , Dunn) 

OPC: No . 

Staff : Yes. 
included . 

A 20 percent margin r eset ve s ho uld be 

10. ISSUE: Should accumulated dep recia t o n be rec alc ulated 
using the depcec1ation cates prescribed by Rul~ 25 -30.140, 
Florida Admin1strative Code? 

Pos itions 

South Br:oward: 
adj ustment is 
(Cassidy, Dunn) 

Yes, us1ng the Clas~ B r d t.:l.! ., . Thi s 
~aot ref lecled 1n he r: 1na I numbers. 

OPC : Yes. 

Staff : Yes . The accumulated deprcc1at1 on 
reduced by $222,798 and $18 5 , 860 in lhe 
wastewater systems , respectJvely. 

s hould be 
waler and 

11 . ISSUE: Should CIAC be imputed o n the margi n tescrve? 

Positions 

~outh~roward : No. (Br1mberry, Dunn) 

OPC : I( margin reserve is Included in rate 
s hould be imputed on the nur bt:>r ot equivalen t 

base, CIAC 
residen tal 

485 
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connections (ERCs) i n the margin r eserve, as well as 
additional revenues. 

Staff: 
s hould 

If margin 
be impu ted 

reserve. 

reserve 
on the 

is included in rate 
number of ERCs in 

base , CIAC 
lhe margtn 

12 . ISSUE: Is t he imputation of future CIAC related to future 
connections correct? 

Positions 

South Broward: 't'es. ( Corbilt, Dunn) 

OPC : No . 
654 ERCs. 

The imputation ts based on 362 ERCs 1ns ead o( 

Staff : No . The imputation is based on 362 ERCs tnstead 
~GS4 ERCs. 

13 . ISSUE: Should accumulated amo rtizati on be recalculated 

= 

u si ng the depreciati o n rates prescribed by Rule 25-30 . 140 , 
Florida Admtnis t rative Code? 

Positions 

South Browa rd: \·~s. This adjus men 
Lhn tinal numbers (Casstdy, Dunn) 

is no 

OPC : 'ies . 

Staff : 't'es. Accumulated 
~$194,211 and $199,208 
s y stems, respec tively . 

amortization should 
in lhe water and 

ret.lcc ·ed in 

be reduced 
wastewatet 

14 . I SSUE : Shoul d prepaid loan costs be removed trom the 
working capital allo,·ance? 

Posit tons 

Soulh Browa r d: Yes. Th1s adjustment is not reflected tn 
t he final numbers. (Casstdy, Dunn) 

I 

I 

I 
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OPC: Yes. $52 , 574 should be reclass1fied as an o(fset to 
t he average debt ou tstanding. 

Staff: Yes. $52,574 s hou ld be reclassified as an offse 
to the average debt o utstanding. 

15. ISSUE: Is Lhe projected cash bdlance included in the 
wo rking capital allowance appropr1ate? 

Positions 

South Broward: Yes. (Cassidy, Corbill , Dunn) 

OPC: No. 

Staff : No. The cash balonce ppears too h1gh and should 
be reduced by approximatel y $475 , 000. 

16. ISSUE : Shou ld deferred rate case expense be included in 
t he working capital allowance? 

= 

Positions 

South Broward: Yes. Th~ averag~ def~ ct ed rate case 
e xpense e ver lhe erm of ht!> cat~ case s hould be included 
in the wo rking capital allowance. (Cdb~tdy, Dunn) 

OPf'": No. 

Staff: Yes. The average detet red rate CJSC expense over 
t he term of this ra e case should be inclua~d tn the 
working capital aLlowance. 

17 . ISSUE: What is the approprta e working capital a llowa nce? 

Positions 

Sou t h Broward: The appropriate woL kinq capital clllowance 
is $4 77 ,873. (Dunn) 

OPC : The working capital allowance should be zero . 

Staff : Th£:' working capt ·al allowance should be zero . 

487 
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18 . ISSUE : What is t he test year rate base? 

Positions 

Sout~ Broward: Test year rate base 1s $ 2,883 , 692 for 
water and $2 , 698,604 Cor wastewaLe1, as shown tn Schedu l es 
A-1 and A-2 , respectively, of t he Appltcation . (Bombetry, 
Dunn) 

OPC: This is a fall-out number. 

Staff: This is a fall-ou numbe r. 

Cost of Capital 

19 . ISSUE: Should the hypoth'ttcal cap it al struclure , using a 
60/40 mi x of debt and equ1Ly, be used? 

Positions 

South Broward: Yes, as s hown in Exh1b1t D-1 ot t he 
Application. (Cass tdy, Dunn) 

OPC : No . The historic test year wi h ac ual debl/~quity 
amou nts ShOuld be projected through 1990 and lhe~~ amOUPt S 
s ho uld be used. 

Staff: No. 1i.e historic 
debt/equity amounts shou 1 d be 
these amounts should be used. 

~s ye~r w1th 
proj~c cu thtough 

o1Ctual 
1990 and 

20. .!.?SUE : What is the appropriate umounL and cosl o f long
term de bt? 

:: 

Positions 

South Broward: Lo ng-term debt t s $ 1,924,870 at 10.42 
perce nt, as set forth o n Schedule D-l. (Cassidy , Dunn) 

OPC : The average projected amount o f debt for 1990 should 

I 

I 

be $3 ,3 29,8u0 reduced by the average deb l issue costs of 
$44,74 •. fo r a net cost of $3, 285 ,056. The debt cost I 
s ho uld be 10 . 64 pe r cen t. 
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Staff: The average projected amount of debt for 1990 
should be $3,329,800 reduced by the average debt tssue 
costs of $44,744 for a net cost of $3,285,056 . The debt 
cost should be 10.64 percent. 

21. ISSUE: ~1/hat is the appropriate amount and cos 
s hareholder advance? 

Posi lion s 

South Broward: The appropriate amount and cost 
shareholder advance is $1,403,732 at 8.54 percent, 
forth o n Schedule D-1. {Cassidy, OJnn) 

OPC : The average projected amount of s harlholder 
should be $4,234,830, with a pro)ect~d cJ,t 
percent . 

of the 

oC the 
as set 

advance 
H IL54 

Staff: The average projected amoun• or shdr~holdcr 
advance s hould be $4,234,830, with a pro)t•cted cost: of 
8 . 54 percent. 

22. ISSUE: What is the appropriate amounl 
c ustomer deposits? 

nd cosL rate of 

Positions 

South Br)vlard: The average 
s hou J dbe inc re sed due t.O 
amount of customer deposits. 
8 percent. (Corb1tt, Dunn) 

amount of custorr.er J"'pos its 
he requested tncrease tn t:he 
The projected c sL ;houJd be 

OPC : The average amount of customer dcposi s should be 
increased due to the requested increase tn • he l'"lOu n ot 
cus omer depos1ts. The cost rate should be the histoncal 
effective cost rate. 

Staff: The average amoun of customer deposu:.s s hould be 
increased due to the requested increase rn he amount ot 
custo~er deposits. The projec ed co~t should be 8 pctcen 

23. ISSUE: What is the appropr1atc return on common equ1ty? 

Positions 

489 
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South Broward : The appro priate return on equ1ty is 14.35 
percent. (Dunn) 

OPC : There is no equity 1n the cap1tal structure , 
therefore, no return on equity should be es ablished. 

Staff : There is no equity 1n the capital sl tucturc, 
therefore, no return on equ1 y should be es ablished. 

24. ISSUE: What is the appropnate overa ll rate o t return? 

Positions 

Sout h Broward: The appropriate overall rate of 
11 . 4921 percent as shown 1n Schedule D-1 
Application . ( Du nn) 

return is 
of the 

OPC: The overa l l rate of re urn s hould be Q. 24 percent, 
adjusted for t he effective cost rate for customer deposits. 

Staff : The ove r all rate of return should be 9.24 percent. 

Ne Operating I ncome 

25 . ISSUE: What a r e the appropriate projected test yea( 
revenues before the revenue 1ncrease? 

Pos i t H~.~ 

South Browacd : Test year revenues are $398.771 tor water 
and $559,176 foe wastewater, as s hown on Schedules B-1 and 
B-2 , respectively , of t he Application. (Dunn) 

OPC : No posit1on at this time. 

Staff : The appropriate projected test year revenues for 
water are $38 5,736 and for wastewater are $552,096. 

26 . ISSliE: Are t he projected adjustmen ... to arr1ve at the 
1990 e xpense Levels appropriate? 

Posit1ons: 

South Browa rd: Yes . (Dunn) 

I 

I 

I 
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OPC: No. They are overstated and unsubstantiated o r 
unsupported . 

Staff: Yes, e xcept for depreciation expense . 

27. ISSUE: Wha is the level of unaccounted-for water? 

Positions 

South Broward: Zero. (Brimberry, Corbitt) 

OPC: The Commission should apply its policy of not 
allowing any more t han ten percent of water pumped and 
treated. 

Staff: No position at this time due to tnsufficienL dat a . 

28. ISSUE: What adjustments are necessary to remo ve costs 
associated with excessive ~ater losses? 

Positions 

South Broward: None. There are no excessive water 
losses . The water utility system of South Broward Utility 
is undergo i ng constant construction because of the rapid 
development of the certificated service area of South 
Broward Utility. The ummetered water was aLtributable t o 
hydrant flushing, distribution line construction, 
construction breaks by Southern Bell, Flo rida Power and 
Light, and numerous subcont ractors , theft by contractors, 
lawn companies, and pool companies, maintenance of water 
plant, and emergency donation of drinking water to certain 
residents of Browa rd County whose wells were contaminated 
pursuant to a request by Broward County. (Corbt~, Dunn) 

OPC: A level of no more t han 10 percent unaccounted for 
water s hould be allowed . Chemica ls, purch'lsed power and 
any other operating cnsts associated with unaccounted foe 
water which is in exces of the 10 percent level s hould be 
removed. 

Staff : No position at this time. 

491 
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29 . ISSUE : What adjustments are necessary to remove costs 
assoc i ated with excessive infillralion? 

30 . 

Pos1tion~ 

South Browilrd: None. The wa s lcwa •L 
South Broward Utility do s not. 
1 n f i lt r ali on . (Co r b 1 t t} 

OPC: A leve 1 o f no more than 10 

ut1l i y _, ys tum ol 
have excessive 

percent excessive 
i nfiltration should be allowed. Chem1cals, purchased 
power and any other operating costs associated Wlth 
excessive 1nftltrat10n WhlCh lS i n excess Ot the 10 
percent level should be removed. 

SLaff : No position at this time. 

ISSUE: What adjustments should be made o remove 
operating costs associated with nonused .nd useful pJan ! 

PO ... ltlOns 

South Broward: 
made . (Dunn ) 

None. All such adjustment; have been 

OPC : Chemicals , purcnased pow .. r and <Jny o her ope ra t~mJ 
costs associated with nonus .o and usetul shou ld be t emoved . 

Staff: Properly Taxes , nd u~pruc1ation Expcnst~ .;h uld lH! 
adjusted. 

3 1. ISSUE: Should an adju stment be made to remove d non
utility e xpense? 

Positions 

Sou t h Broward : No . {Cass1dy , Corbitt, Dunn} 

OPC : Yes , $869 should be removed E rom both the wa c c .Hld 
the wastewate r expenses . 

I 

I 

Staff : Yes , $869 should be temoved trom both the water I 
and the wastewater expenses. 



I 

I 

I 

ORDER NO. 224 32 
DOCKET NO. 890360- WS 
PAGE 16 

32. ISSUE : Should an adjustment be made to remove the expense 
for settlement of violation? 

Pos itions 

South B£ow~rd: No. (Cassidy , Corbtt , Dunn) 

OPC: Yes . The $ 170 should be r moved from wastewa er 
expenses for payment ceqardtng the uttllty ' s v1ola ton o t 
phosphorous levels . 

Staff : Yes. The $170 should be removed trom was tewater 
expenses for payment regarding the uti l 1. y' z violat1.on or 
phosphorous levels . 

33 . rSSUE: What is the appcopriat.:e Lev,~l ot cnte t.:.l~P expense"' 

PositlQ.!!§. 

South Broward: All rate case expense 
prudentl y expended should be allowed. The 
determined at this tim"'. (Corbi r, Dunn) 

reasondbly and 
lcvc l JnnJ I. be 

OPC : All rate cnse expense 
expended should be all~wed . 
determtned dt th1s tim'. 

reasonably and prudcntlv 
The level cJnnol be 

S aff : All rae 
exp~nded should 
determined at thi~ 

34. ISSUE: What is 
rate case expense? 

~ 

Positions 

case exp •~a.se 

be d llo· ... ·wd . 
tl !'e. 

l:he appropciat.:e 

reusonably And 
The level 

amott:ization 

South Broward : Three yedrS. (Dunn) 

OPC : Four years. 

pruden ly 
cannot bt! 

pettOd for 

Staff: 
yea r s . 

Rate case expense s hould be motltzed ovet tour 

493 



494 

ORDER NO. 22432 
DOCKET NO. 890360- WS 
PAGE 1 7 

35. rssug : Have t he operati ng e xpe n ses been otall y 
substantia ed? 

Posit tons 

South Broward: Yes. (Dunn) 

OPC : No . Because ~-he util1ty d1d not tollO"-' NARUC 
guideli nes , t he utiltty's base year f1gures a Le unreliable 
and the test y ea r figures proJected from the base ycat, 
are also unreliable. 

Stafi : No position at t h is time. 

36 . ISSUE: 
e xpense? 

What is he apptopria ·e l e ve l of deprectation 

37 . 

Posit tons 

SouLh Browacd: Using Class B cates , .£1 26,849 tor wat"t 
a nd $114 , 992 for wastewater. (Cassidy, Dunn) 

OPC: The amount calculated pursudnl o Rule 25 -30.140 , 
Florida Administ rative Code, ustng the Cluss B rates. 

Staff: Using the deprectatton rates tor 
utility, the depreciat i o n CApen se tor ~at~t 
$128, 99 4 and for was ewater si:~uld be $88,8l ~. 

I5SUE : What is Uw approprt a e test yt'! ,l t 
ptopetty taxes? 

Position s 
:: 

South Broward : The amount O( the ax bi 11 , 
November. {Ca ssidy, Dunn) 

a ClCJSS B 
r.hotlld be 

I ~·~t I O l 

i t patd tn 

OPC : Assuming that a used and useful adjustment is made, 
o t the the amount of t he tax bill as of Novembe r 

appropriate test yea r. 

Sta fC: The amount ot t he tax bi 11, i C paid in Noven bee. 

I 

I 

I 
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38 . ISSUE : What rate should be used to ca l cula te r .~gula::oty 
assessment fees? 

Positions 

South Broward: Regulatory assesssr•:nt t~1·, ~;hould I;•• 
calculated us1ng the 4.5 percent rate . (Dunn) 

OPC : Whatever rate 1s etfective at the r inal Aocnd:t 
Conference. 

Staff : Regulatory assessment fees should t;e ~;.Jlcul<Jtec.l 
using the 4 . 5 percent rate. 

39 . ISSUE: What is the appropr1ale 
assessment fees for the lest year? 

Positions 

level o t 

South Broward: No position at this tirnc. Th•~:il! nur·1bers 
depend upon the determination ot other is:;ues. (Dun"'\) 

OPC : No pos1tion at this time. 

Staff : The projected test year t:!Xpt!nse to 1 teyultLOr y 
!;ysten olld assessment fees should be $17,945 

$25 ,1 63 for t he wastewatct· sy~:.:am. 
fot ht? wdt et 

40 . ISSUE : Should income tax expt.:nsc be a!low•>d ? 

Positions 

South Broward : 
$92 , 791- should 
vi as t ew a t e r , as 
respectively, of 

OPC : No . The 
such, income tax 

Staff: No . The 
such, income tax 

Yes , since tncomt? <lxt.?s r,. betnCJ [lo11cJ. 
be allowed Lol wdtet ~nc.l ll 21 , 942 tor 

shown on Schedules H-1 and B-2, 
the Applicatton. (Cassidy, Corbilt, Dunn) 

utility is a Sub-S Corporal ion cJnd 1 .!S 

expense should not be included. 

utility is a SuiJ-S Corporati:>n t~nd, tiS 

expense should not be included. 

495 
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•11. ISSUE: What is the p rope,. level or expenses to be 
included for r ecovery? 

Positions 

Soulh 13roward: The proper level OL t.!XpPnses t o be 
tncluded Lot recovery are $729,686 tor the waLer ur.:ili 1 
s y stem, as sel forth on Schedule B-1, and $660,136 t o 1 Lhc 
wastewater ut1ll ty s y stem , as set tort h on Schedule B-2. 
(Dunn) 

OPC : This is a fall-oul Cigure. 

SLaLf: Th1s is a fall-out number. 

:2. lSSUE: What is the te:;t YC•Il O pt! l<illnq lllCOrt ,. ! 

Positions 

SouLh Broward: Test year o pcr 11 1nq 
tor water ..,nd $24,422 for wastcwdler 

OPC : Thts is J tall-out nurnbt; a. 

Staff : This is a Call-out nwnbt•r 

income 
( Dunn) 

I :; 

l3 . iSSUE : What is Lhe total revl!• !'l!! C''<lUlrt•l: t' nt ? 

Positions 

South Br oward : The Lolal tt'VHnlll! aequtr emen• 1s 
$1,0 61 ,083 for wa er and $970 , 263 t o t w;'l stc~.>latet. (Ounr.) 

OPC: : Tths rs a t1ll-out number. 

Sl aff : This is a fall-out nurnbur. 

Rales 

•ltl. ISSUF: Should the billtnq .ln ,Jlysi s [Hl!St>rat. ccl Hl l111~ :·lFR s 
be adjusted . 

Positions 

I 

I 

I 



I 
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South Br oward : Yes , the 1988 bllling analys1s should be 
adjusted by 500 gallons per bill . (Dunn) 

OPC : No. 

Staff : Yes, it shou ld be adjusted. 

45 . ISSUE: Should the utllity's proposed three s ep tnctcase 
be approved? 

Positions 

South Browa r d: Yes, if the amoun oC he tncrease 
justifies such an approach . (Corbitt) 

OPC : OPC does not object Lo any leg1Lirnale rat:e 1 ncu~ase 
being implemented in a Lhree step process. 

Staff : No position al this time. 

4 6. ISSUE: What are the approprtate wa et and sewer ra ~5? 

Positions 

South Broward: Those rates sel forth tn Schedult! F.-l o: 
the Application. (Dunn) 

OPC: 'rhesc are iall-ou nurubl.!ts . 

3taff : These are fall-o ut numbe rs . 

47. ISSUE: Whal serv1ce availa illy c harges 
approvecP. 

.hould be 

Pos1tions 

South Broward: The ppropnate se Lvi cP avallabi 1 ity 
charges are $753 for water plant connections and $60 2 t J l 

was"ewater plant connect1ons, as shovm on Schedule X ot 
the Application . (Brimberry, Dunn) 

OPC: Some level of servtce nvailabili y chdrg~s lS 

appropriat~. 

~97 
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Staff: Some lev~l of service avatlabllity charges 1s 
appropriate. 

48 . ISSUE: Should the customer deposit be increased? 

Posit1ons 

South Broward: Cu::.tomer cieposits should be tncreased o 
$50 for restdential water customers havtng a S/8 1nch x 
3/4 inch water meter dnrl $50 . 00 for cestdenttal wastewater 
customers. The deposits for other c lasses o t c u5 ome r s 
should be increased proport1onatcly. (Co tblt ) 

QPC : No position at this time . 

Stafl.: Yes , it should be increased to be consi~Len t with 
Rule 25-30 . 311 , Flor1da Adm1n1 s tra tvv Code . 

49 . ISSUE : Should the utility be alloweu to col l~c tht: 
income tax gross-up on servtce availabiltty charges? 

Position§ 

South Broward : Yes . Since taxes a u ! betnq paid, Lhe 
gross-up sh-ould be allowed . (Cass tdy, Co rbttt. Dunn) 

OPC: No. The gross-up s hou~:'l no be a I l owed 5 i ncr! the 
utility i s d Sub- S CorporatiCJ~. St>' Corrun t ss 1 o n O rc!t ' t !lo. 
l826b. 

Staff: No. The gross-up should not be allowed s inct:! the 
utllity is a Sub-S Co r poration. Sec Cornmisston Order No . 
18266. 

= 

SO . ISSUE : What are the appropria e allowance tor funds 
prudently i nvested (AFPI) charges? 

Pos1tions 

I 

I 

Sou .. h Broward : The AFPI cha rges set torth tn Exhibit 2-A 
attached to the prefiled testimony of Stephen H. Dunn. ff I 
the Commission utilizes percentages o f used and useful 
water and wastewater plants in service o ther than those 
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51. 

ut ilized by Sou h Broward Utility, the amounts ot the AFPI 
c harges should be revtsed. {Dunn) 

ore: AFPI charges must be theorettcally consistent wi h 
guaranteed revenue charges. used and uselul allowancP. 1nd 
margin reserve. 

Staff : AFPt charges ace 
fall-out calculation. 

ppropt i llc. The amount is a 

ISSUE: Should the ut1lity be requited ~o tefund the 
unauthor1zed guaranteed revenue charges 1 has co llected?? 

Positions 

South Br owa rd: ~o . (Co c bitt) 

OPC: Yes . 

Staff : No positio n at this time. 

52 . ISSUE: Should the utility be authorized to collect a 
guaranteed revenue charge foe those ERCs with reser~e 
capacity? If so , what is th~ appropr1aLe charge? 

l. 

Positions 

South A coward : Yes, t here s hould be d quaranteed r•J•Jcnu e 
charge. The appro 1 eta e level w1ll be determ1ned .H cr 
the evidence has bP.en reviewed. (Corb1tt , Dunn) 

o PC : Yes , t he r e 
The appropriate 
evidence has been 

s hould 
level 

be a 
wi 11 

guaranteed tevenue chatgc. 
b~ detetrnJncd at ter hP 

rev1ewed. 

S aff : Yes, there should be a guaranteed revenue cha rge. 
The appcopnate level will be determ1ncd after he 
evidence has been rev i ewed. 

Franchise costs 
working capttal 

fROPOSED STIPULATIONS 

o f $7 5,460 should be reclassi fied 
o util1ty plant-ln-se rvice. 

trom 
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2 . Postage a nd telephone e xpense should be 
t ha t $933 is moved from wa te r expenses 
e xpenses. 

reallocated so 
to wa~tewa er 

3 . Out-of-period transportation renLJl e xpenses of $625 
s hou l d be removed from both water and wastew~ter expenses. 

EXHIBIT.:; 

Witness A~~earing For Identification # Descrietion 

Corbitt Sou th Broward REC-1 Map of existing 
certtficated 
servtce area O l 
SBU . 

Co rbitt Sou th Broward REC-2 t-tfR Schedules 
(Composile) G-Q. T, u ana v 

Cor bitt Sout h Broward REC-3 Responses to 
(Compos1te) Staff's lsL s~t 

of Inlerrogs. ti s 
13 . 19 and 20 

Corbi tt South Broward REC-4 Response 0 
Staff ' s Request 
for Product1 on 
of Docur.;ents #5 

Du nn Soulh Broward SHD-1 Schedule ~howtno 

calculation Ot 
AFPf and 
detccmtnation ot 
carrying costs 
(OL each ERC. 

Dunn Sout h Broward SHD-2 MFR Schedules 
(Composi.Le) Al-A23 , 81- Blla , 

c, cs- cs, Dl-D7, 
El-E6 , Fl- FlO, 
R, s , X and Yl-Y3 

I 

I 

= 

I 
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Witness Appeari ng fo r 

Dunn Sou th Broward 

Be imber ry South Broward 

Brimber ry South Broward 

Brimbe rry South Broward 

Cassidy South Broward 

Cassidy South Broward 

Ol sson Staff 

In addi o n to 
admi n is trat1ve notice be 
and o rdinance: 

Ident1fication # Descr1 ptton 

SHD-3 
{Composite) 

WHB-1 

WHB-2 

WtfB -3 
(Compos i te ) 

EFC-1 
( Composite ) 

E':C-2 
( Composite ) 

DO-l 

the above , 
taken of the 

Responses to 
Slaff · s lst Se 
o f Interrogs #s 
4e-j (Ex . E) , 5 
(Ex. G), 6 , 8, 21 . 

fl1fR Schedule w 

Broward Coun ty 
Land Development 
Code - 12/9/86 . 

Responses to 
Staff ' s 1st S t 
of Inlerrog : 
1'1, 15 . 

Responses to 
Staff ' s lst Set 
of Interrog: 2 , 
4 , 5 , (Ex . F ) , 7 , 
10 , 1 1, 12. 

Responses to 
Staff ' s Request 
for Produc i o n 
of Documents: 3, 
•1 , 6. 

NOtLCe 
Violation 
10/27/89 . 

Staff request s 
fullow1 ng o rde rs, 

0( 

tha 
rule 

Rate Case Expense AmoLtizatlOn - Order No. 13366, Ooc ke 
No. 830281-WS 
OrdL r No . 20464, Docke 
No. 870249-WS 
Order No. 204 34 , Docket 
No . 8 7 113 4 -WS 
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Imputatio n of CIAC - Order No . 204 34, Docket 
No . 8 7 113 4 -WS 
Order No. 21415, Docket 
No . 880654-SU 
Order No . 17532, Docket 
No . 850941- WS 

No Gross -up for S Corp. - Order No. 18266 Docket 
No. 8 70274 -WS 

No Income Tax Exp. for S Corp . - Order No. 10465, Docket 
No . 800641-~1 

Rul e 25-30.140, Flor i da Administrative Code- Dep reciation 

Broward County Ordinance No . 86-91. 

Based upo n the fo regoing , it is 

ORDERED by Comm1ssion~r Belty Easley, as PLehearing 
Officer , that this Prehear1ng Order s hall govern the conduct o f 
these proceedings unless modified by the Commission. 

By ORDER o f Commissioner Bet y Easley, th is ~th day 
Of IANIIA B Y • --L9.9D 

ommiss 1o ne r and 

(SEAL) 

NSD/RJP 

I 

I 

I 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is requtred by 
Section 120.59(4), Florida Statutes, to notify parties of any 
administrative heanng or j udicial review of Comrntsston o rders 
that is uvai lable under Sccttons 120 .57 or 120.h8, FlortdJ 
Statutes, as well as the procedures and Lime l1mJ s Lho 
apply. fhis notice should not b~ construed to mean all 
requests for an adminl!>trattve heanng or JUdicial revtew wtll 
be granted or result in the relief sought. 

Any party adversely affected by thts order, whtch ts 
preliminary, procedural or tntermed1ate in nature, may 
request: 1) reconsideration with1n 10 days pursuant to Rule 
25-22.038(2), Florida Admtntstrative Code , if issued by a 
Preheating Officer; 2) reconsideration w1thin 15 days pursuan 
to Rule 25-22.060, Florida Admintstcd ttve Code , tl issued by 
t he Commission; o r 3) judictal review by the Florida SuprerrJ e 
Court, in the case of an electrtc, gas or elephone uttltty, o r 
the First District Court of Appeal, tn he c.1se of 1 water .H 
sewer utility . A motion for reconstdetdLion s11all be t1led 
.-lith the Director, DiVlSlOn of Records clnd Reporttng, Ln the 
form prescribed by Rule 25-22.060, Flortda Admtntstra 1ve 
Code. Judicial revi ew o t a preltm111ary, ptocedur,Jl o r 
intermediate culinq o r order 1s av<u lablt:> tf r e v1 ,w o f he 
final action will not provide an adequate tem(!dy. Such revu:!w 
may be requested from the ap~roortate c o ur • as described 
above, pursuant to Rule 9.100, Fl o rida Rule~ t Appellate 
Procedure. 
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