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BEFORE THE FLORIDA PUBLIC SERVICE COMMt!StON 

In Re: Application of HUDSON ) 
UTILlTIES, INC., for a staff- ) 

·DOCKET NO. 881398-SU 
ORDER NO. 21348 

assisted rate case in Pasco County) ISSUED: 6-7-89 
. ) 

The following Com"llissioners 
disposition of this matter: 

partlclpeted 

MICHA.f::L HcK. WILSON, CH.AIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
GERALb L. GUNTER 
JOHN T. HERNDON 

ORDER SETTING TEMPORARY 
RATES AND C~RGES JN THE EVENT O[ PROTEST 

ANO 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER SE'fTING FINAL JI.ATES ANO Cf!ARGES 

BY THE COMHlSSIONt 

in the 

Notice is hereby given by the Florid• Public Service 
Commission that the action discussed herein, except for the 
portion setting temporary rates and chn9es ln the event of 
protest, ls preliminary in nature and will become final unless 
11 person whose interests are aubstnntlally affected files a 
petition for formal proceeding putsuant to Rule 25-22.029, 
Florida Administrative Code. 

eacKGROUHD 

Hul'lson Utilities, Inc. (Hudson or utility), is a 
wastewater ut.t Ii ty located ln Pasco County. On October 25, 
1989, the utility filed its request for a staff-ushted ute 
case. Staff assistance was granted. The test year for this 
rate case is the projected twelve-month period ending July Jl, 
1990; The bosh for the projections wtu1 residential customer 
growth based on the completion of eleven subsections of the 
Phase I expansion plan. General service growth was projected 
by entity or entity type. 

I • 

The utility h currently puuuinq an 1ggreulve expansion 
plan, which h projected to add approximately 5,ooo customers 
within t:he next seven years. The majority of the projected 
customer growth tdll come from peuons who reside within the 
service area and currently use septic tenks. Reportedly, the 
septic tanks overflow when a heavy rain falls and consequently 
the utility is receiving an abundance of requests for service. 
In addition, it is reported that because the pcopeity is almost 
at sea level and close to the Gulf, the contents of the older 
septic tanks and drainfields are beinq flushed out to the Gulf 
by the tide. Convnisdon Staff spoke with a representative of 
the Pasco County Health Department who indicated that Hudson 
Beach has been closed on numel'ous occasions bec11use of unsafe 
bathing conditions. He also stated that the direct cause of 
the unsafe water condition has not been proven to be caused 
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aolely by the septic tanks, however, in hi& opinion, they are a 
substantial cont1ibuting factor. 

Tne utility eatimotes that l'base I &ll!i JI conatcuction 
costa •re estimated to be $3,358,860 and $3,760,428, 
uspecthely. 1'he 1.tUUty plans to obtain the neceuary funds 
for: expan:>ion of Phase I pdmad ly thcougb t•x-fcee indui>trial 
development bonds with an int He fit ute of approximately 9. 5 
percent. The bond pcoceeda ceportedly will be halo and 
released by a bank. 

~USTOMER HEETINQ 

As part of ouc Staff'& inveatlgatlon, a customer 111eetin9 
was held on /\pell l, 1989 to afford present and potential 
customeu t-1lth the opport1mity to pre:u:nt testimony on the 
quality of service pfovided by the utility and to voice their 
concerns related to other isaues. Approximately ~~o people 
attended. Of those customeu who tut it led to the qual l ty ot 
.:service, one customer: complained about the speed with which the 
utility had finished the repaiu ot a connection. The pi:oblem 
bu been diacussed wit.h the uti 11. ty and various tlteps were 
su9ges ted to insuce a smoothec connection proceua. The other 
customei: witne1>a1u .said tt1ey received gooi:l service and had no 
complaints. Host of the witnesses testified about their 
concern over the z;iz.e of the propoaed rat111 increase and the 
mechanica, coJJt and requhement of hook-up to ~he proposed 
uw~r SY::+fem. 

To determine a utillty•a quality ot :>ecvice, we look at 
the following factors; compliance with the regulations of the 
Department of Environmental Regulation (DER) and olnec 
re9ulatocy agencies; operation ind 11111intenance of the uystem; 
and ovefall customer satisfaction with the service. DER 
cepofts that tbaa:e were no outstanding corrective otdcHli or 
violations 1u,1ainst Hudson. Aho, tbh Cocnm.lsdon had no 
out:itanding comphints related to the quality of secvlce 
pcovided by Hudson. 

Tbe Staff engineer conducted a f leld investigation to 
x:evie"' the condition of the utility's uystem. The ayatem wu 
operating satiafactorily and receiving adequate maintenance. 

While in the service area, tbe engineer apoke wlth sever•l 
cu:;tomeu to determine Uielc level of uatit1hctlon with the 
quaU ty of service. The cuatome.i:s who were cecelving iu1cvice 
had no problems with the ;i;ervice, 'l'wo other r•ecaon.s who 11 ve 
in the aervlce acea indicated that the utility has not yet made 
service available and would li~e to see the proceai expedited. 

Dased on the to.i:egolng and the infor~ation ceceived at thu 
cu:;tomer meeting, we find the .. uality ot aery4ce provided by 
Hvdson to be a~~isfactory. 
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RATE BASE 

. ' .. · 

Our calculation of the utility's rate base is attached to 
this Order as Schedule No. l. Adjustments to the rate base are 
itemized on Schedule No. lA. Those adjustments essentially 
mechanical in nature are shown on the schedule without further 
explanation in the text of this Order. The major components of 
the utility's :rate base and adjustments to them are discussed 
below. 

Used and Useful 

Hudson's esistin9 collection system consists of 
approximately 8,450 feet of tour-inch force main, U,800 feet 
of six-inch force main, 15,070 feet of ei9ht-inch gravity main, 
five lift stations, 45 manholes, and 220 service latefels. The 
system provides service to approximately 258 customers. 

During the pr:ojected test period, Hudson will add 
approximately 5,,000 feet of gravity malns, 14,200 feet of 
force mains, 233 manholes and 19 lift stations• This expansion 
of its collection system will allow the Utility to provide 
service to a total of approxlmately 2,479 connections. 
However, the projected customer additions, which will be added 
as each subsection of the utility's expansion plan is 
completed, are expected to fall short of the connections each 
subsection is ·Capable of secvinq, An analysis comparing 
projected monthly connections to projected monthly available 
co11nections results in the system being 65 percent used and 
useful durln9 the test period. Although it h our standard 
practice to do so, we have not included a margin of reserve in 
our calculation. This utility is unique in that all the 
customers are there, currently being served by septic tanks. 
These customers wt 11 be converting over to the centul sewage 
collection system. For these reasons, we do not belleve a 
margin of reserve is appropriate. . . 

·plant-In-Service 

Plant-in-service was last establhhed in Co11111iulon Order 
No, 16893 at December 31, 1985 at $219, 102, Durln9 1986, the 
utility expended $27,629 in plant additions; during 1987, 
$172,482; and during 1988, S2J2,590. The historical 
expenditures were related primarily to the installation of 
mains and lift stations, Plant-lo-service as of December 31, 
1988 is therefore $651,803. 

A preliminary engln~erlng study has been prepared by Crane 
Engineering, Inc. in conjunction with the utility's application 
for bond financing. Also, bids have been solicited and 
received, end a constructlon schedule has been established. 
Phase I• s projected completion date is June 30, • 1990. The 
projected cost of Phase 1 construction ls $3,358,860, including 
S percent for contingencies .end 6.8 percent: for engineering 
plans and engineering certification to the trustee of the bond 
proceeds and . dhburaements. In addition, power-operated 
equipment, vehicles, and office equipment totalling $160,595 is 
projected. Based on the above, we find it appropriate to 
include $3,519,4SS in the test year, thus !ncreiuin9 plant to 
$4,171,258. We also find it appropriate to make a 
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thicterm-month averaging adjustment of $1,342,003, thus 
decreasing projected average test yeac plant to $2,829,255. 
This has been reduced fucthec by a non-used and useful 
adjustment of $990,239, resulting in the approved pcojected 
plant-in-service level of $1,839,016. 

Accumulated depreciation was &litabli5h11d lit December Jl, 
1985 at $24,293 in Ocdec No. 16893. fuuuant to Rule 
25-30.HO, floddci Adfillnhtotlve Code, we developed a 
composite cate of l.96 percent foe 1986, 3.91 percent for 1987, 
3. 97 percent tor 1988 and 4. 24 percent for January 1. 1989 
through .July 31, 1990. Depreciatioc; wu accumul11ted on Uie 
historlcal plant and pcojected plant to July 31, 1990. He find 
it appropriate to also make ii thirteen-month avecb9i119 
iidjustment, ae well as • . non-used and useful ;adjustment to 
accumulateq depreciation. These &djuatmenta ccsult in an 
aveuge 11s:ohct.ed te11.t year accumulated jiepcechlion level of 
$81. 314. 

ContJ!butlo~§-ip-a!~-of-Cons~(~~~l2.fl_i£.!AC) 

ClAC was e:atablhhed in Commission Oc'1er No. 16893 u of 
December :u, 1985 at $167,ll7. Gince then, the utility has 
received flOl,891 in contributions. Thecetoce, CIAC aB of 
December 3!, 1984 is $211,028. We have ptojected receipt of 
additional CIAC of $1, 551,227 by July 31, 1990, premised on 
completion of subareas within Phase t, As a subacea is 
completed and in service, the utiltty believes that all gtineral 
service establi~hments will connect and 80 percent of the 
septic tank re:iiidential homu will connect within 1:dxty days. 
The utility also believes that the cemaining 20 percent of the 
residential homes will connect within a one-year pectod. 

Based on the above and the new aervlce nal hbi lity chuge 
of $1,000 per equivalent residential connection discussed 
subsequently in this Ordet. projected Cl AC at July ll, 1990 is 
$1. 822, 2~5. The thirteen-month aver "\ling adjut1t.meot of 
$749,623 reduces projected average test year CIAC to fl,072,632. 

Accumulated amocti~ation of CJAC was establiahed in 
Co111mhsion Order No. 16893 as of Pece111bec 31, 1965 ·at -553, 199. 
We have updated these balances tbcough the end of the projected 
test year, July 31, 1990, using our calculated bhtorical and 
projected CIAC balance:>, along with t.he composite depreciation 
cates. This results in projected accumulated amocthation ot. 
$128, 200 as of July 31, 1990. The thirteen-1110nth avera9in9 
adjustment ieduces the balance by $21,1ie to flOP,482. 

~vances toe Construction 

The ut:l lity ha:s executed numerous contracta to con$tcuct 
mains and pcovide 5ervice to commercial CulitOlllecs. A portion 
of the cost; ot the rnaln:.i are paid for by the establishment 
requelitlng ucvice. &!ased on th@ hydaulic ab.ue of the first 
establi:shment and the ot:hec est.>bl htu11eoti1i "4hicti will connect 
eventually, a portion of the fund& is Cil~C and a portion is 
classified es advaocea F~r constcuctiQn, 
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Since Much, 1987, the utility hu received $129,485 in 
advances fot construction. ·the cu~tomers who wll l share these 
malns are projected to connect during Phase II of the expansion 
project. Since Pltase JI U outside of the test period, no 
adjustment ha9 been made ~d reco9ni~e its eventual 
reclasslficat:lon a& CIAC. 

. .. , 
working Capli!! 

We have uH J hed the balance sheet: apptoach ln. eal~u lat:i nq 
the worklnq capital allowance for this utility. Thia approach 
nets current assets and deferred . debits with current 
liabilities and deferred credits. Based on estlmated projected 
average working capital allowance components, consisting of 
projected avenge prepaid taxes of $279, 488 unamorthed bond 
issuance costs of $209,898 and other workin9 capital components 
of {$56,293), ~e find that the 1ppropiiat~ workinq capital 
allowance is $433,093. 

Based on all of bur 'adjustmertti,· we' find the 1pproprlate 
projected thirteen-month average rete base.to be $1,089,160. . . . .. : .. , ·1 .. 

ChPttAL' gfRUCtuRE 

~Y Order No• 19718, issued July 26, 1988, we established 
the leverage formula to be used· in caleulatin9 equity returns 
for water and wastewater utilities. That Order. also caps the 
equity return at 14.35 perce"tifor utilities whose equity ratio 
is • 4 0 or iess. O ' hf., ' I • t ,. • 

. ' •) 

. Use of the leveu9e formuU with hlstotical data and the 
p(ojected $4,330;000 bond financin9, results in an equity ratio 
of ,1365 for· Hudson. Aecordin9ly, the appropriate return on 
equity 18 14.35 percent. 

1 
" ,, •• .. ' .. ·, 

• . . f • 

~he utility's historical cllpltat' structure ls comprised of 
12 percent debt: owed to the Seventh-Day Adventlata, 8 percent 
debt owed to stockholders, 10 percent debt owed to Hr. Meyer, 
common stock, additional paid-in..;e:apltU,. and, neqatlve retained 
earnings. As previously indlca~ed, the utility ia in the 
process of obtelnln9 $4,330 1 000 in financlng for its expansion 
program. It ls projected thllt $4,000,000 will be from tax 
exempt bonds1 the remaining $330,000 wl ll be from '• taxable 
issue. We are informed th3t the current tax-exempt bond 
interest rate is 9. s percent 6nd the tak&ble bond uh ls 13 
percent. The debt: owed to the Seventh-Of}' Adventl"ts, the 
current first mort9aoe holder, wlll be retired.with P•tt of the 
t??nd proceeds. . , '. · · · · • · 11 • • 

i • \ j J • -' I ' ( f • : .~ t • .., f 

tisln11 the projected wel9ht: of eeth capital structure 
component and applyln9 the wei9hted average interest rate of 
!l.64 percent. on outstanding ah<I pi-ojeeted debt. alon9 with the 
eguit:y ceturn of 14. JS peicent, the proJ~eted d-veull cost of 
capital is ~0.28 percent. Thus,'the utlllty•t 1 a~thorlzed rate 
ot ,return is 10.28 percent. The cost o~ ~a*ihl and, rate oe 
rl!turn are shown on -Schf!dule No.;

1
2 •'. , .:· , .. ~. 1" '. . ,,. 

) .. ' t • ' ' i ") ,, 1 
f •t : . ~ ' { 1 ... 

··<'If .. ~ ·t·!t· '·' '\:,1 :~l ~ ... , .• ;t.;.1 (•'"~,.i··"t ,~1t:,":f1~·1:1 
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HET OfERAJ!NO JHCOME 

• 'I 

I I 

Attached as ~chedules Nos, J and lA, respoctively, are the 
act1edulea of wastewater o~~tatlnq inCOflllt and out adjustmenta 
ttuneto. Those •djustmentr> eslient:hlly rnechu1h::al in nature or 
which are aelf-explanatory ace shown on theso schedules without 
futther ~uphnation in the text of thh otder. 

~££~,eit BevS!,q'JM . 

Based on t~~ projected cu~tomer base ducing the teat year, 
along with tho rehted lncuu~d UlifJ'..J• and tho current rates, 
projected revemiy, · ~~t91e •~11.uit~nt tor inc{eued utes, is 
$406,711. . . . . 

f!.21!£t£d·Oef!!~!ng '!JP!Q§Of 

l} Salu!H ...... .!ruL.l!!il! - £me12X.9.U - Putinw t:he audit 
period ot January 11 · 1'88 tbcougb P~ceiUbec ll, 1988, the 
utility recorded ;r.ero in thi::i account. The utility recently 
opened and i5 currently in the process of ataff!n9 an office on 
U.S. Highway 19 near the servfce •t~o in anticipation of addinq 
approximotely twenty-five· to thirty cu5tomeu per week. The 
utility believes that i~ will need a bookkeeper and a aecretary 
to handle it5 clecical nee(ls ~ The cost of a :>ecretu-y h 
estimated to be $8,333 pee year and that·of the booklleep1H to 
be $10,000'per yeu. Jn additi~>n, dudn~ the projected test 
year, the· utility anticipates adding twenty lift stations to 
its existing ab lift :;tr.lions. The cost of • field man for 
ierviclng and maintenance of the lift stations aa well as other 
repairs and upkeep of the system is estimated to be $12,500 per 
year. The utility belleves thllt initially it will requice one 
field man •nd halt-way through the year, a ucond field man 
will be needed. We believe thia to be reaaoqablo. 
Accordingly, ~e ftn4 the l~Vfl pf projectdd a~lariei and wages 
for employee~ ~P be •37,Q&3. · 

I , . 
2) ~!!~.!J~nd ~~g~!!_::._2!1~f~.c.......!!iI~l.2!:~§£2ckholder~

ourin9 1988, the utility recorded $19,600 in salaries and wages 
tor the 11ervices of ~r. and Hra. Bamtnann. Of that omouot, ~600 
related to urvices peilormed Jn 1987 4nd we therefout have 
reduced thia accoun~ by tha~ ;.;mount to $19,;lOO, wl')lch 
represent a $1, 600 per ~nthi Hr. Bammann eatilllates that he 
spend:s about tour houn pee Qol( performing m~nagement dutiu 
and About eigh*=- houra per .-,eek ma~ntiaining tho Uft station& 
and maJdng cepoi p:-11 to the oytitem. Mu. &allllllonn cucrent ly does 
tbe billing, postings and collections. He believe that $1,600 
per month h an adequ4te and fair Jevjtl of compen11ation for 
~ervices performe~ ln ~~as. 

On a proGpective b.uiia~ Mra. Ballllllann't:I dut:i-e4 will be 
perform~d by eithei the bookkeepet or: the aecretary and , thu 
repaira will be pertocmed by th~ field peraonnel. However, as 
the cu:.tomec bar~e ·expands, it' hi. be Ueved that He • .Ui1nw111w wt ll 
apend more time tit 1111rnageroent-related dul;iaa. Sixteen houu 
par week At $14. 77 per l1our equates to ,appcodmately Jl2 ,000 
par year. which we believe to be tait compenGation on a 
proapectlve baai•. 
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u<' ,.,..r J P!l . o1• ' . J 

I• I 
3) Pensions and Benefits "' During UBS, .. no expenditures 

were made for pensions and benetHs. On a prospective basis, 
we estim•te the utility's share of health insurance premiums to 
be $100 per month per employee. ourlnq the projected test 
year, the utility estlmates havinq four employees for the Cull 
year and hirin9 Qne additional field person mid-year. Based on 
this cost estimate and the projected employees, we believe the 
appropriate allowance to be $'1,400 per yea.r • 

. :. 1) furchased Sewage Treatment - Durinq 1988, the utility 
recorded $43,016 ln sewa9e treatment costs. We agree with this 
amount on a hlstodcal ba:th. On a prospective bash, using 
projected customers, estimated qa1lons of 78,753,000 end 
current wastewater treatment costs of $3.17 per thousand 
9allons, projected wastewatei treatment costs are calculated to 
be ,$249 ,647. 

5) f.!clrchased Power - During 1988, ·the utility recorded 
$2.316 in thia account, Review of 1988 expenses revealed that 
$346 in power expense was recorded in miscellaneous expense. 
In addition, the account balance contains a $243 c1edlt for a 
refund related to 1987. The combination of the two adjustments 
increases the account balance to $2,905. Of that amount, $677 
was nonutility rel~ted. Therefore, we have teduced 1988 coats 
to $2,.226. ' . 1 • • 

On a prospective bash, based on a projected annual flow 
of 78,753,000 gallons and the cost of $.1154 per KWH, the 
estimated cost ls calculated 1 to be _$7,100, 

G) t!~terhls and Su12plies - The utility recorded $1,227 
in materials and supplies for 1988. We aqree with the 8mount. 
During 1988, the utility had an avera9e of 231 customers. 
During the test year, the' •verage number ot customers is 
projected to be 1, 0'4. Based on the above, we be Have the 
appropriate allowance on'• prospective basls ls $5,650. 

7) Contractual servlces - The utitity recorded $8,496 
during 1988 in contractual sexvices. Of that amount, $727 was 
reclassified as regulatory commission expense, $l.4S6 was 
reclassified as unamortizea bond costs, $1,200 was reclassified 
as nonutllity expense end $1,115 was disallowed due to lack of 
supporting documentation. The remaining au61ted balance of 
$3,998 ls comprised of $1,828 for accounting services and 
$2,170 for repairs. , -1 · · • 

On a prospective basis, account!n9 fees are projected to 
be $3,050 ,annually and le9al nervices are projected to be 

1 $1,000 alnnua1ty, 't '. 

Projected repai f costs have been calculated based on the 
average cost per customer during 1988 and th~ projected averaqe 
test year number of customers. This results in projected test 
year contractual uervice repairs of : 9,991. In addition, we 
believe, and the utility concurs, that rates should be based on 
water consumption. Currently, the utiliti is billing its 
~in9le-!amily residences on a flat rate and lts general aervlce 
customers by water. ·consumption. rhe estlmated c:::ost of 
additiona 1 meter readlnq ·or obtainln9 t onsumptlon data from the 
water stippller~ is $3,192. ThlS is an apptopriate allowance. 
Bas~d on th~ above, the projected test year allowance ls 
$17,233. 
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8) !~nu ":",During 1986, th~ uttUty ucoidad •a,100 for 
cent. Quf "$~lit~' a ~umination of the rented hcqH:y, lead:; us 
to believ~ th~t the facility ~a• not used in providing ·utility 
:service to ·t:'11i ei;hti41g cus~onu~rs. He h.-sve .-ecliu:iified tni:s 
amount ~a· DOfl~~ Hity fxpenu. thereby reducing thf! tudi ted 
account b'~~n~~-~~ z,fo, · 

All previously • uta~~d, U1j utilil:y h cunently leuing 
office space on U.S. Highway 19 neu the :unvi~e JrtHL The 
mont:hlr le~s.' co;st h $HO plus tax. tf!} will dlqw $3,.UIO on a 
pcoapecttve b~aiis,. . " 

9) Iransrortat!.QJL...!xeens@ - During 1988, the utility 
recocded zero )1 tqta· ·accqLJnt~ On il prospective buia, H h 
bdieved tbilt two vehiclt!:> 'fill be ru;edc:rl for uPlity-felated 
work." An allowance of $2,.00 la apvcopriAto to cover repair:.s 
and gaaoline. 

10) ~!nee £x~n;e - During \988, the utility e•pended 
~ero ln inaura~ce cost5. pn a pcoapectiva bbsia, we will allow 
$1,000 tor vehicle tnsuranco and $1,367 tor worker's 
compensation. The worker's comp~psation ~llowance iii based on 
the approved payroll level 1.tnd the ute of $4 .14 per ~100 ot 
pauoll tor the field penQnnel .and $.~l pu flOO ot payioll 
for the office personnel. Projected insut uice costs ot $2, 367 
appeac ceasonable. 

ll) !!!!!l!!.l!!.Q.n: ... .....fonunrnlon_E•eenlie During 1988, the 
utility cecorded $900 for the (iling fee for this proceeding. 
He reclassified $727 from contu.ctual aeC\ficeu, resultin9 in an 
audited balance of $1,627. In addition, we recl~asified 
three-quacteu of the fl, 627 u a deferred debit to uco9niu1 
our :.tirndai:d f•Olicy of amortizing rate caae experu1e over a 
fouc-year piuiod. ·rne appro'ved level f$ therefore $407. 

' ' 

12) f'!lscella!!£!.2!!.!JXPj!l!!! - 'fhe utiHty ucorded $$,048 
in mi :icel hneous1 expenses · n · uaa. He rechul fied $346 u 
purchased powec anq disallowed $~00, reducing the audited level 
to $4,502, ' · · 

On ii projected bash: "~ calculate a level of 47. 077, 
~hich is comprised of water for the new office and two Utt 
statlonu tor f590: t~lephone costs of $976, postage at $2,342, 
office supplies flt $1,1100, offic~ equipmont repah" at .$600, 
bank service charges at $415, and other miacellanuous costs ot 
$354. 

Buod on the abqve, "'~ find the appcop~~ate projuctttd 
operating expen~es to be $149,544. 

• . Our use of the thirteen-month avecage pcojected plant 
balance:s and the ratea prescribed by llulu 25-30.UO, Florida 
Adminhtrative Code, resulls in thti ct11oposito depr~chtion ute 
of 4.24 percent. The re~ultant expenGa 14 $102,145. 
Condstent wil;h tha tceatment of u:sed and u1utful 
plant-in-secvice ot ~~ percen~, tho approfriate ~aed and useful 
depreci•tion ~~pen3f ta f~6,~94. 

___ I 
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Amort1%stlon of bond lasuan£e costs 

Based upon estimated bond issuance costs of $228,150 and a 
twenty-five year payoff period, the appropriate projected 
annual bond cost amortization is calculated to be $9,126. 

Amortization of ClAC 

Use of the projected thirteen-inonth average test year CIAC 
and the co.mposlt:e depteciation rate of 4.24 percent discussed 
previously results in CIAC amortization ~f $4S,l42. 

Taxes other than income taxes 

Taxes other than income taxes include payroll taxes, 
regulatory assessment fees, and tanqible taxes. 

Payroll taxes of $3,994 were calculated based on the 
projected payroll level and current tax rates. Regulatory 
assessment fees were calculated on the basis of projected 
tevenues. The result h projected regulatory .use11sment fees 
of UJ.2u. 

Tan9ible tax was calculated on the basis of the current 
rate of .013192 nnd the projected assessed value of the 
collection system. The result is projected tangible tax of 
$30, 944 for the period Au9ust 1, 1989 to July 31, 1990. 
Consistent with the used and useful treatment of 
plant-in-service of 65 percent, the appropriate allowance is 
$20, 114. 

Accordin9ly, the level of projected taxes other than 
income taxes is $37,356. 

Income tax expens~ 1. 

Taxable income was calculated to reflect $170,758 
projected interest earnln9s on cash ClAC aru! bond proceeds ln 
escrow, HI well as $67,552 interest expense inherent ln the 
projected capital structure. The Company has incurred book and 
tax net operating losses (NOL) in prior years and had 
accumulated losses of $212,368 by the end of 1988. We believe 
these NOL carry-forwards wlll more than offset the calculated 
taxable income for the teat year. resultinq in income tax 
expense of zero. 

The CIAC, projected to be $1,551,227 will be taxable in 
the year col lect:ed, but wi 11 not be treated as taxable income 
on the books of the utility. The income tax expenie incurred 
as a result of the CIAC collections should be included in rate 
base as prepaid tan. The thirteen-month a~eraqe amount in rate 
base should be $279,488, The prepaid tax balance in rate base 
will be reduced each year as the CIAC is all\Ortized, but there 
will be no effect on net operating income. 

Projected test year operating losses 

As previously indicated, projected test year revenue foe 
the peclod ending July 31, 1990 is also $406,711. As a result 
of previous calculations and adjustments. projected expenses 

-~.~--------------------------
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ue $414,670. This rHultJJ *n o projected operating lou of 
$8,159. 

REVENUE REQUIREMENT 

To giv~ the· utility the oppoc~unity to earn • 10.26 
percent overall rate of 1eturn, the projected annual revenue 
requhement is $529,914. Thh n.u1ultu in • projected increase 
of 412l,20l, on an annual basts,. 

. RATES ~NO RATE ~TRUCTURE 

Presently, Hudson charge• a !lat cate foe aewer service to 
its cesidential customers and a base facility charge rate 
structuce to its multi-residential ond genecal service 
customers. The bue tacility charge h ttie Commis:don'a 
preferred rate structure because of its ability to track costs 
and 9ive custoroeu uome conti:ol over theic sewer bills. Each 
customer pays his or her pro rata share of the fixed costs ot 
providing servic:ci through th~ base taci lity charge, and pays 
for actual usage tht"ough tha gallonage charge. The flat rate 
existed because the entity providing water service to Hudson's 
customers. which is a noncegulated cooperative, declined to 
provide ttudson with consumption data. The cooperative has 
changed its position and will p1ovide the data. 

The rates, which we find to be fair, just and reasonable, 
and ~hich are designed to acnieva the authorized revenue 
requi~~ment, are set forth below. The present rates are shown 
for co~parlson purposes. 

t«>NTHLY RATES 

~ESIOEHTIAL SERVICE 

P.~!~ Facili~~ Chari! 

Meter Size 
S/6~l/4• 

3/i" 
l" 

1-112" 
2" 
l" 
4" , .. 
8" 

10" 

Gallonage cnargq pet l,OOO 
9allonG (maximum ot 6,000 
9allons pof !l19n~b) 

f 2S.78 
NIA 
tVI\. 
NIA 
NIA 
NIA 
NIA 
Ulfl. 
NIA 
NIA 

4 9.n 
14 .90 
H.U 
0.6~ 
'n.44 

156.68 
248.25 
496. 50 
794.40 

l,1H.9S 

• 
•• 69 
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MULTt-RESiOENTlAL AND GENERAL SERVICE 

Base Facilit:I Charge Presen~ 

Me~!r slu 
5/8" x 314" • 4;40 

3t4• 6.60 
t• 11.00 

1-1/2" .22 .oo 
2~ .. 35.20 
3• I 

•I 
10.39 

4" 109.99 
6" 219.99 
a• JS2.0B 

io· SOS.97 

Gallonage Charoe per i,ooo '·' 
qallons (maximum of 6,000 
qallon!I per month) · '· 3.44 

MISCELLANEOUS SERVICE CHARGE$ 

A22roved 

$ 9.93 
14.90 
24,83 
49.65 
79.44 

158,88 
248.25 
06.50 
794. 40 

1,141.95 

5.63 

Hhcel Uneous .service ehar9es ere designed to place the 
responsibility for the costs associated with miscellaneous 
services on those persons ereatin9 those costs. rather than on 
the general body of ratepayers. Currently, the utility's 
tariff provides for miscellaneous service charges. Second 
Revised Staff Advisory Bulletin (SAD) No. 13, issued on January 
11, 1988, addresses miscellaneous service charges. Jt 9ives 
guidance for applicable rates where actual costs are not 
provided. We believe it ls appropriate to revise the utility's 
existing misceilaneous service charges to moce accurately 
detuy the costs associated with each service. the present 
charges are shown for: comparison purposes. 

Initial connection 
Normal Reconnection 
Premises Visit Cha[9e 
{in lieu of disconnection) 

Violation Reconnection 

Pteiitnt 

$ 10.00 
$ 10.00 

$ ~.oo 

Approved 

• $ 

$ 

15.00 
15.00 

10.00 

$10.00 plus ectual Actual Cost 
.cost of plu99in9 
and reconnecting, 
service 

The charges are defined,~• follows: 

(l) Initial Connection: This charge is to be levied for 
service initiation at a location where service 1.Hi:! not ,exist 
previously. 

(2) Normal Reeonnectlon: Thim charge ls to be levied foe 
transfer of servic11 t:o a ne'lf customer account at a 
previously-served location, or reconnection of service 
subsequent to a eustr.)l'ller-requested dlsconneetf on. 
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(l) Vi2.!~£lon Reconnectlon: Thia charge i5 to be levied 
prior tQ reconnection ot service for cause ;iCcocding to Rule 
25~30.320(2), Florida Administrative Code, includin9 A 
delinquency in bill payment. (Actual cost is limited to direct 
labor and equipment iental). 

(4) Premi~e§ Vi;tlt C!i§!.9e Pn !ieu of 4111connaction): 
This charge is to be -revfed when a· service representative 
visits a pre1r1ises for the pucpose of diacont:inuing service for 
nonpayment' of a due and collectable bi 11 and· does not 
discontin~e service because the customec po.ya the · ~1u:vice 
representative oc othec~ise makes aatisf actory accan9ements to 
pay tt\e bl 11. · · 

SERV{CE AVAILABILITY CHARGt§ 

The utility's current service availability policy ptovides 
for a system capacity charge of $265 per ERC, where an ERC is 
assumed to equal 224 gallons per dar (gpd). Recent analysis 
indicates that an ERC i~ equ~l to 17~ 9pd. 

A:s previously discu:>sed, the ut! li tr h cuuenl ly 
undertaking an agrussive ellpan:aion pcogl"am which will entai 1 
additional plant expenditures of $7,280,132. Using tbu current 
service availability charges of $265 pee ~RC, projecting 
additlona.l capitol exp1u1diture1> ot 41,2ao, lll, 11dditional ERCs 
of 4,983, lUld lieven years to reach its d(l4i9ned capacity, lne 
utility would be approximately 22 eun:ent contcibuted u. its 
designed capacity. 

Rule H-l0.580, Florida Administrative Code. :;tates that 
contribution» should not be less than the percent•ge that the 
collection system is to total plant, noc should tney be more 
than 75 percent ot net plant at designed capacity. We do not 
believe that thl$ rule fits this utility's circumstances. 
Because Hud.son•a plant consht.s solely ot collection lines, 
application of the rule would require that the utility be 100 
percent contdbuted at a mipimum and 75 percent; contributed 11t 
a ma:dmum. 

Using the projections outlined above, along wtth a revised 
secvice availability charge which we calculate to be $1,000 per 
ERC, wi 11 result in this utility being 'l':t percent contributed 
at its designe4 capacity. We believe this $1,00-0 char9e 
satisfies the intent of the cul~ and creates a healthr capital 
mix. Accordingly, we i\pprove J fl,000 service av4i lablll ity 
ChBCile • 

£!!§!OMER 0~!1§ 

Cutcently, the utility':> tariff doe1:1 not prov.idea foi- the 
collection ot customer depo:dts. 'l'he utility is eJCperiencing 
difficulty in collecting the lut month ot ~Jervica revenue trom 
pee sons who rent within the service iHea. f'or this reason, it 
request1:1 approval to a5sess an initial customec depo1:1it ot $60, 
as well as specific cdterh tor the e;stablhh.ment ot ctedit, 
vayment of intere:st of 8 percent on all uddentid customu 
deposits and a refund of 'esidential depo1:11ts aftei 
twenty-three UIOnth~ of satisfactory payment. 
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This provision fa in compliance with Rule 25-30.lll, 
Florida Administratlve Code1 and will be approved 
administratively by our Staff pursuant to Chapter l.OB 
(C)(9)(a), Administrative Procedures Manual, when the utility 
files the appropriate tariff sheet. 

RATES AND CHARGES 
IN THE EVENT OF PROTEST 

This Order proposes an increase In wastewater". rates, 
service availability charges and miscellaneous service 
charges. A timely protest could delay what may be a justified 
rate increase, pendin9 a formal hearin9 and final order ln this 
case, resulting in an unrecoverable loss of revenue and 
customer contributions to the utility. 

Accordingly, in the event: that a timely protest is filed 
by anyone other than the utility, we hereby authorize the 
utility to collect the rates and char9es approved herein, on a 
temporary basis, subject to refund, provided that it furnishes 
securl ty for such a potential refUnd. Ordinarily, only the 
monthly service rates are collected in tho event of protest. 
However, we believe that ft is appropriate to allow collect ion 
of the miscellaneous .service chnr9es and service availability 
charge because without them. the County and the bonding agent 
would not have adequate assurance of the funds needed to 
servke the low-cost tax-exempt debt. The security should he 
in the form of a bond or letter of credit in the amount of 
$800,000. 

Alternatively, the utility may establish an escrow account 
with an independent f lnancial institution pursuant to a written 
agreement. If this alternative Is chosen, all revenue 
collected under the rate increase will be subject to escrow. 
Any withdrawals of funds from this escrow account shall be 
subject to the prior approval of this Commission through the 
Di rector of .Records and Reporting. Should eny refund 
ultimately be required, H shall be paid with interest 
calculated pursuant· to Rule 25-30.360(4), Florida 
Administrative Code, 

The utility shall keep an' accurate account in detall, of 
all monies received by said increase, specifying by whom and on 
whose behalf such amounts '4ere paid, The utility shall also 
file a report, no hter than the twentieth day of each month 
that the temporary rates and charges are in effect, showin9 the 
amount of tevenues collected as a tosult of the temporary rates 
and charges and the amount of revenue that would have been 
collected under the prior rates &nd charges. 

EFFECTIVE DATES OF INCREASED 
RAT~S AND CHARGES 

We are taking an unusual approilch In thia proceeding in 
that we have considered the debt flnancin9, which has not yet 
been approved, in setting rates. We are taking this approach 
because we believ~ the utility's program is in the public 
interest. Also, by attemptln9 to obtain a tax-free bond 
issuance, the utility's charqes will be lower than if a totally 
taxable issuance occurred. We are Imposing requirements on the 
utility which will protect the ratepayers as discussed below. 
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The approved 111onthly ute:s :&h•ll be effectivo fot metei 
ceadings on oc &ftet thirty daylli from tho :&tamped approval date 
on the revised tariff :sheets. The aervice availability charqes 
will Le effective foe connections on or after the :&tamped 
apptoval date on the revised tu:itf aheet11. Hiscellaneou4 
1Hnvice chiHges will be effective toi &ervice rendered on or 
after the at amped approval date on the revised tariff Sheets. 
The revised tuiff &haets will be· approved upon Staft's 
vedtication that the tariff 1tbeets oca consiatent wHh the 
Commis:;ion•u decia~ons. that the propo11.ed custouiec nQtice is 
adequate, that the bond proceeds ~u:e in the posaeuio·n. of the 
bank trustee, and that tbe requited 11ecudty (if 11.ppllcablu) 
has been pcovided. It the bond eroceed.s f4l l to 1uterlaliu, 
this rate inc tease will b~come A nu l lit¥ arid Staff is 
instructed to return to the Commi:uiion with a recommenl:lation 
based on revised piojections. 

If there is no timaly pcoteat by a ~ubstontlally affected 
party, the docket should be clo:ied upon tbfl tcansfec ot the 
bond money fcom the bonding aqent to the bank trustee and the 
filing by the utility, and appro~al by tho Staff, of the 
cevi:sed tuiff aheet:r. lf the bondinq program does not 
materiali•e, the docket will femain open for futthec 
recommendations by our Staff. · 

Based on the tore9oin9 1 -~ J~ 

ORDERED by the Florida Public Secvica Commi~sion that the 
appliCiltiOn ot tfud:ion Utilities, Inc. tor an inccea:u~ in its 
11ewer cotes for i t:s cu.stomer11 in Pa11co County i:I approved AS 

set forth in tho body of this 01dei. It is further 

ORDERED that all matters 
hereto, whetbeE in the fotm of 
thia reference, Hpecificall1 
Order. lt is further 

contained herein or attached 
discourse or &chedule.s, are by 
made integcal part:s of this 

ORDERED that the provisions of this Ordec, issued as 
pcoposed a9encv action, shall become final unless an 
iipptopriate petition in the fqrl!l provided by Rule 2:i-22.036, 
Flocida Administtative Code, la received by the Oirectoc, 
Divhion of Records and Repoctin9 at hh office at 101 Eut 
Gaines 5tceet, Tallahassee, Florida 32399-0810, by the close of 
business oo June 28, 1989. It is further 

ORDERED that the ut.1 lity h heceby authoi: hed t.o charge 
the new rates and chiu·9a$, effective as follows: the monthly 
rates ::ihal l be effective tor 11ultec reading.s thil'ty doya 011 or 
after the Atamped approval date on the cevi.::>ed tari tt aheet:a; 
the aervice JVd hbi H t;.y ·ctua9e.u shall· be effective fctt 
connections on oc attet the 5tamped approval date on the 
revhed tariff aheets; and JlliticeJhneoui; liecvice cbargei; wlll 
be effective foe services rendeted on or after~ the stamped 
approval date on the revised tariff sheets. It is further 

ORDERED that th:e revised ti(.riff :>heeta will be approvtJd 
upon Staff'li vecification that the tariff liheeta ire consistent 
with the Commissic,n'li decisiona, that the provosed customer 
notice is adequ1,te, that the bond proceeds are in the 
possession of the bank trustee, and that the cequiced ~ecuclty, 
it applicable, haij been ~covlded. It is futthec 
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ORDERED that the utJllty shall notify each customer of the 
increases authorlaed herein ·•nd explain the reason for the 
incre•ses. The form of 1ueh not.lee and exphnetlon ahall be 
submitted to the C~IM'll•slon for prior approval. It ii further 

ORDERED that tf the bond proceeds do not mat•rlal!&e, 
St.ff shill return to the Co1M1hdon with new recoftlqlend1tiona 
based on revl1ed projections. It J1 further 

ORDERED that In th.; event t 1ub1tantially lffec.ted peuon, 
other than the ut:lllty, protests thh proposed 19ency ·11ction, 
the utility may Implement the rates herein approved on a 
temporuy bash under th~ terms and condltlon1 Ht forth ln tile 
body of this Order. The temporary rate portion of the Order is 
not issued es proposed aven~y actlon. It la further 

ORDERED that In the event 110 protest h tlmelr nceived 
nd the bond p1or::eeda ere •ffecttHted, i:hh: docket •hill be 
closed. ·, · · 

lly OROtR of the Florida Public service Connie don 
thh Ztb day or Dl!ll , u ..lL.• 

.1 
I ~ 

'I• 
•• ! ·' 

STEVE TRIBBLE, Director 
Dl~islon of Records and ~eportlnq 

'' 
.. , 1. 

.. l 1 I • 

' .. 

t!QT!CE OF tUR!ttER PROC£ED1HGS OR JUDICIAL REVIEW 

The Flotlde fubllc Service COfmll1alon i• tequlted by 
Section 120,59(4), Florid• Statutes, to notify parties of any 
admlnl•tratlve he1rin9 or Judlcl•l revtew of ColM\l••lon orders 
that is 1v1ilable under Sections 120.57 or 120.68, Florida 
Statutes, 1s well •• the procedures and time limit• that 
apply. Thi• notice 1hou!d not be construed to mean all 
reque11tt for an admlnhtuthe hndng or judlchl revhw wll l 
be 9rented or result in the relief 1ou9ht. 

As identified in the body of thl1 order1 our action 
discussed herein, ••cept for the 1ettln9 of temporary rates and 
charges is preliminary ln n1ture •nd wJll not bf!come effective 
or fln1l, except as provided by Rule 25-22.01t, Florida 
Adminlstntive Code. Any person whoee 1ttb11t1nthl Interests 
ate affected by the action proposed by thh order may ti le a 
petition for a formal proceedln9. as provided by Rule 
25-22.029(4), Florida Administrative Code, In the form provided 
by Rule 25-21.036(7)(a) and (f), Florid• Admlntatntlve Code. 
This pet l tlon mu at be received by the Director• Dhhlon of 

.. 
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:·,..~:.,: ,1d llepoiUng at hh office at IOI t:ut Oaine1 Stuet, 
·" \ ·.ee, E"lod4a 323911-011170, by the clo1e of budnoss on 

UB9. ln tht'I ab1emce of a1.1ch • pl'ltltlon, tbJ.111 or dee 
:' · ·• 11 '1ecom• e~fectlve .June 29, 1989, •• pl"ovided by flu le 
..• · • .. i <129(6), Flocld• Ad111lnlstutlve Code, and u ref lectod ln 
.a ~·-···'C?quent order, 

Any objection Ol" protut Uled ln thh docket before the 
;. t: .. urnce date of thh ordec h conaldeced abandoned unhu H. 

... dstles the fougoln11 condltlonas and h cen•t1•d whhln the 
specified protea~ perlod. · 

It the ulevant port:lon of 1:1\h ocder beco111e• Hnoll and 
eUectl ve on June 211, UH, any putr advenely affected mar 
nqueat judlchl review by the Florida Supre111e Court in the 
cue of an electric, 9n Of telephone utility oir by the flut 
Dhtclct Court of Appeal ln the case of • w1tet or 1ewec 
ut\llty by flltng • notice of appeal· with th• Olcecto1, 
Dlvhion of Records and Reporting •nd fl l1n9 • copy. of the 
notice of appeal and the tiling fee with th• appropriate 
couct. Thh tiling muwt be completed wlt:hln thhty (lO) day& 
of the effective date of this order, put11u11nt to Ruta 9. llO, 
f'lodda ttules of Appel hto Procedure. 'tho notice of appeal 
must be ln the form 1poclfieil in Rule 9.900(•>, Florida Rules 
of A~. 9ll•te Procedura. 

Aray party adveuelr dtected by the Co11111laalon• • Unal 
action !n thb matt:u may roquesti 1) reconaldeotlon of the 
dech lon by fl l lr19 a motion tor ceconsldoutlon with the 
Olcector, Dlvl:sion of Record$ and Repoctlng within fifteen (15) 
days ot t11e issuance of tbh oidec in the foua preocribed br 
Rule 25-22.060, Flo•lda •dmlnl:stratlve Codei or 2) judicial 
review by the flotlda Supreme CoU&"t ln the caso of an elec:tric, 
9u or telephone utt llty oc the Flut llht:dct Court of Appeal 
in the cue of • watec or aewer utl Hty bf fl Un9 • notice of 
appeal with the Director, Dlvtalon of Records and Reporting and 
filing • copy ot. the notice of app.1u1l an,(\ the filln11 fee wllh 
the appropchto court.' Thh ti llng &llust be complotod within 
thirty (10) days after the isauance of thlo order, pukauant to 
Pule 9.110, Flodd& Ru lea of Appellate fcoceduu. The not Ice 
of appeal muat be in the foua apeclfled in Rule 9.!100(.ci), 
florid• Rules of ~ppell1te P1oce4uro. 
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