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BEFORE THE FLORIDA PUBLIC SERVICE CO~~ISSION 

I n re : Application of SOUTH SEAS ) DOCKET NO. 881~1 8-SU 
UTIL ITY CO. for a rate i ncrease ) ORDER NO. 21754 
in Lee County ) ISSUED: 8/21/89 _________________________________ ) 

The following Commi ssione rs part icipated 
dispositio n of thi s matter: 

MICHAEL Mc K. WI LSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING INCREASED WASTEWATER RATES AND 

ESTABLISHING MISCELLANEOUS SERVICE CHARGES 
AND SERVICE AVAILABILITY CHARGES 

BY THE COMMISSION : 

in the 

NOTICE IS HEREBY GIVEN by the Florida ublic Servi ce 
Commission that the act ion di scussed herei n i s p r eliminary in 
natu re and will become final unless a person who se interests 
are subs tantially affected files a petitio n for f ormal 
proceedi ng pursuan t to Rule 25-22 . 0 29 , Florida Admi n istralive 
Code . 

BACKGROUND 

On February 21, 1989 , South Seas Utility Compa ny (utili y 
or Sou th Seas), a wastewate r -only utility , filed an application 
for i ncreased r c. tes f o r its wastewater s y stem in Lee County, 
Florida. The applicatio n , as filed, met the minimum Ciling 
r equirement s (MFRs) and the official filing date was 
established as February 21, 1989 . 

The test year for this proceeding is the projected twelve 
month period ending March 31, 1990 . The ut il ity has requested 
final reve nues whi ch wo uld produ ce an increase over h istorical 
test year r evenues of $183,051 or a n increase of 61 . 6 percent . 
By Order No . 21099, issued Apr i 1 24 , 1989 , we s u spended Lhose 
proposed rates. The u tilit y requested authority to collec its 
proposed permanent rates on an interim basi s , which we also 

I 

I 

denied in Order No. 21099. However , we granted t he utility's , I 
request for int~ri m serv1ce availability c ha rge s i n that Order . 

OOCU~CH NUHB£P.-OATE 

0 8 4 4 1 AUG 21 l983 

FP }C-RECORJ{SIREP.ORT.I~G 
• . I 



I 

I 

I 

ORDER NO. 21754 
DOCKET NO. 881518-SU 
PAGE 2 

The utility's r ates were last considered in Docket No. 
800075- S, culminating in the issuance of Order No. 9744 on 
January 8, 1981. The utility has recently expanded its sewer 
plant to a capacity of 450 , 000 gallons per day (gpd) from 
300,000 gpd and has improved t he quality of plant effluent 
purs uant to Departmen t of Envtronmenta l Regulation (DER ) 
requiremen ts app licable to spray irrigation. The utility 
contends that continued collection of existing rat es would 
res ult in an operating loss of $ 11,175 for the projected test 
year. The utility intends to continue the practice of 
providing effluent for spray irrigdtion of a golf course in t he 
service area . 

In determining a utility's quality of service , we review 
its compliance with requHements of DER and other regulatory 
age ncies , the operation and maintenance of the system , and tne 
overa ll customer satisfaction wilh the service. DER 1nformed 
us that there were no violations or enforcement actions 
pending, and that t he o nly needed improvement was to complete 
the construction of the new plant additton and effluent storage 
tank. These i terns are discussed in a subsequent port~on of 
t hi s Order. 

At t he c ustomer meeting held by Commission Staff (Staff ) 
in Captiva on Ma y 10, 1989 , o ne customer atlenoed and staled 
that the utility provided excellent service . Hi s primary 

_ concern wa s to find a way to lower h is wastewater bill when the 
wate r bei ng c onsumed ( from Island Water Association ) was being 
used for irrigation and was not introduced into the wastewater 
system . Staff suggested that the customer investigate the 
installation of a separate irrigation meter at his residence. 
Hi s is one of the twenty-two single family homes on this 
s ystem . The balance of the custome rs are general service. 

Upo n consideration of the above, we find So uth Seas' 
quali t y of service to be satisfactory. 

RATE BASE 

Our colculation of the u 1 l1ly's rate base is at ached to 
this Or der as Schedule No . 1-A . Adjustment s to the rate base 
are itemized o n Schedule No. 1-B. Those adjustments that are 
essentially mechanical in nature ale shown o n the schedule 
without further explana i o n in the text of this Order. The 
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major components of the u ti1ity•s rate base and adjustments to 
them are discussed below. 

Used and Useful 

The utility ' s service area is on Captiva Island and is 
primarily a resort area. As pr~viously stated, there are 
twenty-two single family homes, with the remainder of the 
connections being general service connections comprised of 
condominiums, restaurants, and a few miscellaneous indiv1dually 
metered general service accounts. The population is highly 
seasonal wh ich results in subslantial peak flow conditions at 
the wastewater treatment plant. 

The service area is nearing build-oul , and. as the u ility 
estimates i n its MFRs, an addiliona l Corly- eighl unils are all 
that rema i n to be developed . These units are expecled t o be 
added over the next few years. We believe it appropriate to 

I 

impute the e xpected CIAC related to these units at this time, I 
since capacity had been planned for them a nd this proceedi ng 
involves a projected test year. Imputation of. the connection 
fees and recognition of the build-out condition of t he setvice 
area obviates the need for a used and useful adjustmen t i n this 
case. 

The number of e quivalent residential connec ions (ERCs ) 
for the test year average 341. Wh ile these equivalents are 
adequate for ra te structure needs, a more accurate depiction of 
demand placed on the s y stem is the number of units served 
beyo nd the meter, compared to fl ows experienced by the 
wastewater treatment plant . According to the utility's 
records, at the end of 1988, 714 un its were connected to the 
system . We have imputed CIAC, as discussed below, to include 
the forty-eight units yet to be conslructed . 

Analysis of the flows generated by the 714 u nit s connec ed 
to the s ystem shows that the average daily flows are somewhat 
higher than no rma 1 design flow . Due to the peak flow 
conditions t ha t occurred in the past . the engineering design 
fo r the plant addition al l owed fo r higher than no rmal design 
flow . Extra precautions have been included to ensure adequate 
treatment and compliance with Lhe DER permit effluent 
limitations for spray irrigati o n on the golf course. This 
desig n i ncluded adequate c apaci y for peak flow conditions . a I 
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s u r ge tank for smoothing out absolu e peaks , and a new 
f i l trat ion s ystem fo r the entire plant capacity. An effluent 
s to r age tank has also been construe ed, coupled with a n 
add itional percolation pond to bring he utility into 
complia nce with Rule 17-610.4l4(2)(c), Flo rida Administrative 
Code. This rule requires system storage volume at a mi nimum to 
be three t imes t he average daily flow oC the reuse capacil y . 

We believe t hat the treatment plant has been prudently 
designed to serve the build-out of t he service area and to meet 
DER requirements . As discussed ~ubsequently in this Order, 
imputation of the connection fees for forty-eight future 
customers creates a true-up of the CIAC t o planl at build-out. 

Based on t he foregoing, we find that the wa stewater plant 
and s ystem are 100% used and useful. 

Marg i n Reserve 

Margi n r ese rve represents capacity that the utility musl 
have availab~e , beyond that whic h is demanded by th~ tesl year 
customers , to e nable new c ustomers to connect during the nex l 
yea r to year and a half which is the norma' ex?ec ted 
construction t i me to build a new plant , without new plant 
e xpansion . Si nce the utility is required to pro v1de service 
wi t hi n its service area when a customer is r eady f o r service, 

. i t woul d be bu rdensome and costly for a utility Lo ccnstanlly 
be i n some phase of construction to provide small increments o C 
capacity to connect new customers. 

As previously stated, fort y-eight new customers are 
e xpected at build-out of the se rvice area. The capacily 
requi r ed to serve these customers has been included in the 
design of the pla n t addit io n. The contributions-in-aid-of 
construction fo r these fort y-eighl customers have been impuled 
and i ncluded in the rate base calculati o n . Normally a separate 
calculation would be made for the increment of margin reserve 
capacity needed for these additional forty-eight customers, but 
due to the circumstances surroundi ng the plant addition 
described, we believe no s cparaLe ca l cu lati o n is needed . 

Wastewater Plant Improvements 

The utility ' s proposed p lant balance 
test year includes $1,097,300 to repres~nt 

for 
the 

the projected 
estimated cost 
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of additional treatment and disposal f acilities. The 
improveme nts include expansio n of the wastewate r treatment 
plant fr om 300,000 t o 450,000 gallons per day (gpd ) at 
$679,100, construction of a 440 ,0 00 ga l l o n storage tank , 
including site work, at $ 233 ,700, c o ns t ruction of a new effluent 
disposal line at $ 101,400, and addi tiona l pumping and lif t 
station equipment at $93,100. Althoug h t he construction was 
not complete at the time o f our audit, i~ appears that some of 
the plant components will be less and some mo re costly than 
originally anticipated, but that the o verall cost wi 11 closely 
approximate the projected $ 1 , 097 ,300 amounl. Depreciation of 
this plan t addition is cons idered 1n the acc umulated 
depreciatio n account. 

Expansion of the utility' s wastewater plant from 300,000 
gpd to 4 50, 000 gpd was necessa ry to meet pea k flow conditions 

I 

and to provide some measure (about 14,4 00 gpd) o f additi on a 1 
capacity for the customer growth as previ ously discussed . The 
effluent storage tank and dispo sal l ine are i n tegral components I 
of the utility's effluent system. The new pumping ~quipme t is 
also part of the disposa l s ystem . Acco rdingly, "'e find it 
appropriate t o include $1,097,300 in the projected r..1te base 
balance . 

Contr ibut ions-In-Aid-Of-Construction 

The utility' s repo r ted investment i n plant fac1li· ies does 
not include certain property contributions that were completed 
in 1984 and 1985 . In 1984, lo1ariner Properties, Inc., an 
affiliated company , paid $38,9 90 to construct lift s ation and 
force main fac i lities to se rve a condominium project. In 198 5 , 
Mariner Properties , Inc. paid $34,365 for lift stalion and 
force main facilities to serve a commercial shoppi ng area . 
Although ded icated to utility se rvice , t hese facilities were 
not recorded on the utility ' s books. Si nce these faciliti es 
were contributed to the utility system , the combi ned $73 , 355 
addition to the plant account is offse by an equal addition to 
the CIAC account. Likewise, the accumulated depreciati o n 
relative to the plant account, $10, 579, is offset by an equal 
provision for amortizatio n of the CIAC amount. Pursuant to t~e 
prescribed accounting instructio ns t or regulated utilit1cs , all 
property contributions must be recorded on the uttllty's 
books. Acco rdingly, we believe it appropriate for the utility 
to have equal a nd o ffse tting additions to plant a nd CrAc in t he I 
amount of $73,3 55, and equal and offs t Ling provisions for 
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accumulated dep r eciati o n and amortization of these accounts in 
the amoun t of $ 10,579 . 

Prior to t hi s proceedi ng , the utility did not have an 
authorized service availability charge for customer 
connections . As discussed above, rhe utility r ecei ved property 
contribut ions totalli ng $7 3 ,3 55 in 1984 and 1985. The ut ility, 
however, had not requested pr ior Commission approval for 
receipt of cas h contributions. Thi s mat ter is disc ussed 1n Lhe 
se rv ice availabi lity charges port ion of th is Order. 

The u ti 1 i ty company and t he development companies in the 
service area are rela ted parties throu1h common stock o wne r ship 
or involvement of utility stockho lders in partnersh1p 
agreements. In 1986 , r e la ted parly developers planned 
construction of 250 equivalent residentia l un its , an~ 
foreseei ng a concomitan t need to expand the wastewater 
treatment plan , t hose develope r s agreed to prov ide a $ 270,000 
advance to assist in the cons tructio n cost. According to lhe 
utility's application, the $270,000 advance would equdte to a 
unit price of $ 1500 for 180 un its prescnlly r eceiv i ng s tvice 
from So u t h Seas. The $1,500 uni t price wa s treated as a cost 
o f ho us ing deve l o pment fo r boo k a nd lax reporti ng purposes. 
With the full consent of the deve l o pers , the u li lity requests 
Commissi o n approval to r etai n the $ 270,000 advance as a 
permanent contributio n-in-ai d-o f -construction. Such retention 
resul ts in a c orrespondi 11g l y reduced investment by the uli li ty 
in ra te ba se pro perty. The ut ility reports that this cash 
contributio n would not be s ub)ect t o income ta xation since Lhe 
underlying transaction occur r ed i n 1986 . we believe this 
request is rea sonable a nd we wi 11 approve the proposed 
conversion of the $ 270 , 000 advance for construction to CIAC. 

The utility and affiliated developers also agree thal 
payment o f service ava ilability c harges would be appropriate 
fo r a n additio nal twenty hous1ng units t hat were construct d 
a fter the aforementio ned 180 housing units. A $1, 500 per uni 
c harge is proposed for each of t he twenty uni ts now receiving 
utility service, wh ich payment further increases CIAC by 
$30,000. Construction of a n add1t1ona l for y-eigh residential 
housing units is expected within the nexl five years , whi ch 
deve l opment will reportedl y represent full build-out o f the 
s ervice area . The utility propof es a $1,500 se rvice 
availability charge for each unit, which collection will 
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gene r ate a n additional $72,000 CIAC amount. This charge will 
be addressed i n a subsequent portion of th1s Order . 

The utility' s rate base calculati o n i ncludes these CIAC 
amoun ts , net of expected income taxes, as funds to offset any 
e xcess plant capacity which might now exist due to constructio n 
of s ufficient capacity to serve full build-out of the service 
communi t y. The u tility contends that any "excess" capacit y 
wou ld be offset by early recognition of the future CIAC. 

Since current cash contributio ns are subject to income 
taxation, the utility proposes to reduce the $1,500 service 
availability cha rge amount by t he $5 64 rc>lated tax payment Lo 
y ie l d a $936 per unit CIAC provis1o n. As di scussed i n a 
s ubsequent portio n o f this Order, we believe t hat the $1, 500 
serv ice availability charge should be considered CIAC in it- $ 
en t irety, a nd that any corresponding income tax factor should, 
i f needed , be collected a s a sepa rate gross- up provision 

I 

s ub ject to refund in the ord jnary fashion. Review of the I 
ut i lity ' s tax return for the fi scal year ended June 30, 1988, 
s hows a tax loss carryforward of $ 26 ,680 , which amount wou l d te 
avail able t o offset the initial $30 , 000 CIAC amounl, as would 
a ny ta x losses for the fisca 1 year ended June 30, 19 89 . Thus, 
t he utility' s request to record service availability charges 
ne t o f expected income taxes is denied. 

The appro priate combined cash CIAC amounl, which is 
ref l ected in ou r rate ba se calculation , is $ 372 ,000 . 

Accumu lated Depreciation 

In the utility ' s last rate case (Docket No . 800075-S), its 
r e ported investment in plan t facilities, excluding land, at 
June 30, 1979 wa s $ 579,912 . Howeve r, because supporting 
documentation was incomplete, an original cost study was 
per f o r med and the allowed amo unt wa s reduced to $4 98 , 513 , or 
a bou t 86 percent o f t he reported amount. The Commission also 
a pp r oved use of a 3 percent composite depreciation rate for 
p l an t facilities. 

The util ity' s application in this case includes a schedule 
t o show the accumulation of depreciation since the last ra e 
proceeding. Although that schedule c o rrectly shows use of he 
approved depreciation rate, the initial reserve balance , I 
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$28 , 653 , mi stakenly reflects the average amount rather than the 
year-end amount. Since the actual reserve at June of 1979 was 
$38,313, but only 86 percent corres ponds t o the allowed plan 
amount , the proper reserve portion should be $32,935. 
Accordingly, we will increase the reserve account by $4,282 to 
correctly portray the June 30, 979 balance for accumulated 
depreciat ion. 

Working Capital 

The utili t y's request of an $ 11 ,000 provision Cor work1 nq 
capital is based upo n an average of t he beginning and year-end 
cu rrent asset and current l iability account balances. with one 
exception: the $ 19,968 provision for operating cash is 
measured at y ear-end only . 

Excep t with regard to t he cash balance , the current asset 
and liability acco un ts , in the aggregate, are not materially 
different when the simp le average u sed by the ut ility is 
compared with a more detailed 13-month average. A trial 
balance prepared t>y our auditor s hows an average cash balance 
of $6,454, but that schedule shows that the u ti l ity' s cash 
account was zero for all months pri or to May oC 1988 . The 
trial balance shows numero us in tercompany adva nce accounts, 
mostl y payable to the utility, whi c h further suggt:sts that t he 
utility has ample access to cash. We believe that a $1 9 , 968 
cash provisio n is a reasonable allowance, t hus we wi 11 accepl 
the utili ty ' s proposed $ 11 ,000 work 1ng capital amount. 

Rate Base 

Based on all of our adjustments , the appropriate average 
rate base is $1, 165 , 041 . 

CAPITAL STRUCTURE 

The utility' s applicatio n i ncludes a schedule to show the 
e xpected cost of cap1tal for the projected t:est year ending 
r-1arc h 31, 1990 . In December of 1988, the util1ty borrowed 
$1,000 , 000 to repay an ou stand1ng loan and to patual1y fund 
construction of wastewater plant improvements. Additional 
funds to complete thC' consttuclio n rrogram will be received 
from the company' s stocKholders as further equ1 y 
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contributio ns . In pr io r yea rs , divide nd s pa1d to s ockholders 
exceeded o perati ng income, which caused a deficit cond t tion in 
the retained earnings account. Thus, the new equity 
investment, $400,000, is a smaller factor in the proJected 
capital s tructure due lo the earlier deficit condtl1on . The 
expected equity and d ebt balance-; for the projected Lest year 
are $294,252 and $ 993, 613 , res pectively. Stated 1n terms of 
relative perce ntages, the equity share is 27..85 pe r cent and the 
debt share is 77.15 percent. 

I 

The utility has requested that the equity share be 
enl a rged t o reflect e x pec ed cash savi ng s resulting Crom a Lax 
loss carryforward of $ 76 , 680. This amount represents the 
accumulate d ta x losses through the fiscal year ended June 30 , 
1988. Since this tax lo~s condition wou ld r educe subsequent 
cash payments for income taxes, the uti 1 i ty as s umed lhal equity 
income would be correspondingly larger . we do not believe it 
is appropri ate to ma ke th1s separate adjustment to the equity 
balance Eo r the following reasons. First , the cash savings I 
available from prior losses would o n l y equal the cons~quent t~x 
effect, o r t1ased upon the p r esent 34 percen t fcdctal lax rate, 
s avings of about $9 ,000. Second, this Conuniss1on g~nerall y 
reduces the provision f o r prospect ive income taxes when a tax 
loss carryforward conditi o ns ex i sts , and thus addit1onal equity 
earnings would nol ensue. Mo reover, in thi s ca ::-e, it appears 
that this l oss condition wi 11 be enli re 1 y e limi na ted upo n the 
utility's recei pt of a $ 30 ,000 service availabili y cha rge for 
previously c ompleted housing construction, whi ch payment is 
s ubject t o income taxation . Acco rd ingly , we will remove the 
$26,680 t a x l oss ca rryforward amount in the proposed capttal 
st ruc t ure. 

The $ 1,000 , 000 loan bears interest at 10. 6 percent and 
matures in five years . The- u tility' s cost o f capital schedule 
includes a $ 21, 500 amoun to represent expected financing costs 
of $10,000, and closing costs of $ 11 , 500 . Amortized over the 
five year l oa n term , thts resul s i n an 11 . 03 percent effective 
cost of debt fin a ncing . The actual c l os ing costs we r e $8,795 . 
As adjusted, the effec ive cost of debt f1nancing 1s 10.98 
percent. Therefore, we ftnd he approp r ta e cost of deb to be 
10 . 98 percen t . 

Pursuant to he leverage f.Hmula adopted by thi~ 
Comm i ss i o n in Docket No. 880006-~<~S, as reported in Order No . I 
19718, the appropriate ce urn .)n equ1ty is 14 . 35 percent when 
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the equ ity portion of the cap1tal struclure is less than 40 
percent. The equity porti o n of the utility ' s capital structure 
is 22.85 percent and thus the appropriate return on equity 1s 
14 . 35 percent . The appropriate rang e foe the return on equi y, 
consisten with Commission policy, is therefore 13.35 percent 
to 15.35 percent. 

Based on these decisions, we find the appropriate overall 
rate of return to be 11.75 percent, with a range of 11.52 
percent to 11.98 percent. Schedule No. 2-A reflects the 
derivation of the overall rate of re turn ; Schedule No . 2-B 
reflects our adjustments to the capital structure. 

OPERATfNG EXPENSES 

At tached as Schedules Nos. 3-A and 3-B, respectively, ate 
the schedules of waslewater operating income and our 
adjustments thereto . Those adjustments essenL i ally rnechan ica 1 
in na t ure or which are self-explanatory are shown 0:1 these 
schedules without furthe r explanation in the text of this Order. 

Base Year Operating Ex~ens~ 

The base year for this proceeding is the twelve-month 
period ended September 30, 1988 . To eslim te operating 
expenses for the test y ear ending March 31, 1990, the ulility 
has proposed a $10,1 22 adjustment to base y ear expenses to 
represent expected inflation o r other growth considera ions . 
This adjuslment is based upon application of a 5 percent growth 
factor. This $10,122 adjustment and a provisio n for reco very 
of rate case costs are the only pro forma ad)ustmenL s tncluded 
in the utility' s projected operating stalement . 

Use of the 5 percPnt overall growLh provisi o n is very 
similar to an indexing adjustmenL pursuant to Section 
367 .081(4)(a), Florida Stalutes, which allowance a utility may 
use on a yearly basis to recover certa1n increased operating 
expenses. Based upon 1988 calendar year operating expenses, 
and use of the 4.35 percent current tndex rate for a 1989 
indexing application, .1 $7,614 increase tn o peraling c.•xpenses 
would be expected for a twelve-month period. The utility's 
requested udjustment exce~ds this amount by $2,508. but the 
requested adjustment is ba~cd on an c ighleen mon th petiod. To 
assure this Commission that measures relating to inflati o n wtll 
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not be recovered twice, the u li li ty has advised that it wi 11 
not employ the 1989 inde .. ing adjustment. 

The requested 5 percent growth factor is equivalent to a 
3.33 percent annual increase for the eighteen months between 
the base year and the test year, which increase is reasonable. 
A provision for expected inflation is often requested i n cases 
involving a projected test year . As a matter of Commission 
practice, an allowance for inflation is generally accepted 
unless the proposed provision appears excessive . The inflation 
rate used for indexing applications is commonly employed for 
estimating future expenses. Accordingly, we will approve the 
utility ' s requested $10,122 adjustment for increased expenses. 

Misclassi fied Items 

Our audit investigation includ~d a review of the utility's 
operating expenses to determine whether cas h expenditures or 
receipts were misclassified. Two bookkeeping errors were noted. 

Two invoices for engineering services reldted t 0 the 
wastewater plant project were incorrectly recorded as operating 
expenses . Correction of this error results in a $1, 268 
reduction to test year operating expenses . 

I n June of 1988, lhe utility reduced its operating 
_ expenses by $2,500 upon receipt of a $2,500 refund relative to 

an earlier bond payment . However, thi s refund wa s incorrectly 
class ified since the proper recipient was Sanibel Sewer 
Company, an affiliated company. Correction of this error 
increases test year operating e xpenses by the incorrectly coded 
$2 , 500 ent ry . • 

Therefore , as a result of t hese bookkeeping errors , we 
will i ncrease lest yeac expenses by $ 1, 232 . 

Non-recu r ring and Ou -of-Period Costs 

During our audit investigation, we also determined t hat 
two out-of-period charges were incorrec ly reported for the tax 
year. 

First, the lest year l is t- o f operating expenses includes 
thirteen payments for meter reading services, which informatio n 

I 
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i s used to render bills for wa~tewa le r servic~. Removal of the 
out-of-period paymen t reduces test year operati ng expenses by 
$ 51. 

The second correction concerns payments for purchased 
power, which expense also appears to relate to thirteen months 
of billing activit y. Correction of this accrual error reduces 
test year expenses by $582. 

Our review of test yea r o perating e xpenses also found 
certain non-recurring costs for purchased chcm1cals. $ 2 ,147 
was paid for purchase and delive ry of a deodorizing agent 
{Odophos) that will no l o nger be needed upon completion of the 
wastewater plant expansion. Accordingly, we will remove this 
expense since it is not an o n -going cost. 

Depreciation Expense 

The utility's reported depreciat ion expense of $62,313 was 
derived using guideline depreciati o n rates pursuant to Rule 
25-30.140, Florida Administrative Code , app lied to plant 
accounts and a corre~ponding 4 . 58 percen t c omposile 
amortization rate for i Ls proposed ave rage CIAC dmount. The 
repo rted CIAC amount wo uld correspond t o $ 270 ,000 received in 
1986 , $30,000 {net o f income taxes) for housing units connected 
by September, 1988, and $ 22 , 500 {net of income taxes) to 
represent fifteen housing units lo be added by March 1990 
{ reported on an average basis) . Thus, although t he rate base 
calculation includes CIAC available from forty-eight new 
housing un its , Lhe provision for depreciation only considers 
fifteen of those connections . 

The ut i lity has reques led full rate base inclusion of its 
wastewater treatment plant including that portion relating to 
build-out of the service a r ea. As a matching provi sion, it i s 
likewise appropriate to consider the offsetting effect of all 
CIAC receipts when depreciation expense is determined. Since 
we ha ve de n ied the utility's request to reduce CIAC by 
potential i ncome tax paymen s , a r ev ised allowance for 
depreciation expense i s appropriate. Using he $ 372,000 CIAC 
amount a nd a 4.58 percent amortization rae, the adjusted 
prov1s1on for depreciati o n expense is $ 58,884, or a $3,4 29 
reduction to the requested amount . 
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Property Taxes 

The utility's operating statement for the projected test 
year includes $16,140 for expected property taxes for existing 
plant facilities, expansion of the wa stewater plant, effluent 
disposal facilities , and other plant improvements. This amount 
was determined :JY dividing the reported $6,189 property tax 
expense for 1988 by the gross plant investment at December 31, 
1988 ($6 59 ,720), to yield a .94 percent tax ra t.e, and 
multiplying the projected plant gross plant balance at t-tarch 
31, 1990 by this factor. 

This projected expense was reviewed during the audit 
investigation and the auditor recommended a $8,370 reduction, 
based upon t he following cons idcrations. Fi rsL, 1c assessed 
value of the ut ility's plant facililies f o r property t a x 
purposes was $41 2,620 . Second, if the tax payment was made 1n 
November, whe n the greatest discount is available, the actual 

I 

tax expense would have been $5 ,985, or 1.4 percent of the I 
assessed value. Next, the utility was asked to seek 
confirmation from the county as to its proposeJ method fol 
taxation of the plant improvements. The utility was thus 
informed that the county would appraise the wastewaLer plant 
expansion ba sed upo n $.85 per gallon. This new tax amount 
would be $ 1 , 785 determined as follows : 150,000 gpd x $.85 x 
1.4 percent. The corrected test year expense, therefore would 
be $7 , 700 ($5,985 + $1,785}, or a $8 ,370 reduction to the 
utility ' s proposed amount. The utility did not file a written 
response to the audit report, but the Ta 11 a has see Staff was 
informed by utility personnel that no objection to this 
adjustment would be forthcoming. We agree that thi s reduction 
of $8, 370 in t he proposed property tax expense is appro priate . 

Rate Case Expense 

The utility's requested revenue amount includes a 
provision for recovery of projected rate case costs . An 
initial $40,000 estimate of total rate case costs was reported 
when the applicati on wa s filed , to be amortized over four 
yeats , for a $10, 000 addition to test year expenses. We were 
recently info rmed that the actua l rate case cost wi 11 be about 
$30, 20 0. The revised amou n includes $25, 200 for legal 
representa t1on and for professional se rvices provided by an 
engi neer and an accountant , an $1,800 filing fee, ancl $3, 200 I 
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for additional costs incurred lJy the utility' s paren t company. 
Those amounts appear reasonable in relation to the cost of 
pre paring the application , responding to Staff inqui nes, 
reviewing Commission orders and Staff reports, and attending 
t he vari ous proceedings necessary to complete this case. 
However , since the actual cost wi 11 be less t han the inil ial 
estimate, the utility ' s revenue requirement will also be 
smaller. Thus, we find it appropriate to reduce the provi sion 
for recovery of rate case costs by $2,450 , or the amoun t which 
reflects amortization o f the $ 9 ,800 overall reduclion over fo ur 
years. 

Income Taxes 

According to the ul i l ily's response t o a Staff 
interrogato ry, it is a membe r of a controlled filing gro up for 
federal income tax purposes , the controlled filing group is 
expected to have taxable income in excess of $ 335,000, and thus 
no member with in the co nlrolled filing gro up will benefit from 
a l esser tax r ate than 34 percenl . Fo r state i ncome tax 
purposes, the i nitial $5,000 of taxa ble income i~ nol s 1bjecL 
to taxation , wh ich exempt ion ha s bee n assigned to the uti 1 i t y 
i n our i ncome tax calculation . 

Thus , we find it appropriate to allow $ 22 ,764 for slale 
and federal income taxes. Thi s is based upo n the equity 
earnings provision in the ove rall rate of return amn un and 
applicat ion of statutory state ( 5 .5 percent) and federal (34 
percent ) income tax rates. 

REVENUE R~UIREHENT 

Based upo n ou r adjustments and decisions di scussed above, 
and to give the utility the o pportunity to earn an 11. 75 
percent ra te o f return, we find the appropriate revenue 
requ irement to be $4 56 ,300, res ulting in an annual increase of 
$159,009. Schedule No . 3-A s hows Lhe utility ' s projected 
operating income ; Schedule No. 3-B shows our adjustment t o t he 
operating statement . As wi 11 be discussed in the Rate sect i on 
o f this Order, we a r e approving a new fee for use of eCCluen 
o n the golf course . Since Lhat c harge is e xpected to gene rate 
annual revenues o f $63 , 011 , the net increase in revenue 
requirement relative to waslewater collection service is 
corres pondingly reduced Lo $95 , 998 . 
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RATES AND RATE STRUCTURE 

The utility ' s existing rates are designed using the base 
fac il ity charge rate structure, which is consistenl with 
Commission policy. Under t he base facility charge structure, 
e ac h customer pays his pro rat a share of the related costs 
necessary to provide service through the base faciliLy charge 
a nd o n l y the actual usage is paid for through the gallonage 
cha r ge. 

The final rates , which we f"nd Lo be fair, j ust, and 
reaso nable , are designed to produce annual revenues of 
$393 , 289 , plus $63 , 011 in annual effluent c harge revenues. 

The rates for wastewat~r service include a base charge for 
a ll residential custome rs regardless of meter size with a cat> 

I 

of 10 , 000 gallons of usage per month on whic h the gallonage 
charge may be billed. There is no wastewater gallonage cap for 
general service customer billing . The differential in the I 
gallonage c harge for residential and general service wastewater 
custome r s is des1g ned to r ecognize that a portion of a 
residential c ustomer ' s wate r usage will not be returned to the 
wastewater s ystem. The u tility ' s current, requested, anci our 
approved final rates are shown below for comparison. 

Wastewater Rate Schedule 

Reside ntial 

Base Facility Charge: 
Me t er Size: 
All Meter Sizes 

Gallonage Charge 
per 1,000 Gallons 
(Maximum 10,000 G. ) 

Monthly Rates 

Current 

$ 16. 71 

$ 2 .81 

Utility 
Requested 

$ 27.00 

$ .;.54 

ComM1ssion 
_AEproved 

$ 22.00 

$ 3.02 

I 
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General Service 

Base Facility Charge : 
Meter Size: 
5/8" X 3/4 " 

l " 
1-1/2" 

2 " 
3 "' 
4 " 
6" 

Gallonage Cha rge 
per 1,000 Gallons 

$ 16.71 
$ 41.78 
$ 83.55 
$ 133.68 
$ 267 . 36 
$ 417 .75 
$ 835.50 

$ 2 .81 

$ 27 .00 $ 22.00 
$ 67 . 50 $ 55.00 
$ 135.00 $ 110 . 00 
$ 216.00 $ 176 . 00 
$ 432.00 $ 385.00 
$ 675.00 $ 660.00 
$ 1 , 350 . 00 $ 1,3 75 . 00 

$ 4. 54 $ 3 . 63 

The approved rates will be effective for meter r eadings on 
o r after 30 da ys from the effective date of t hi s Order if no 
protest is timely filed. The u tility must file and have 
Staff ' s approval of r e vi sed tarif f s heets and a proposed 
customer no tice , pursuant to Rule 25-22.0406(9) , Fl o rida 
Administrat i ve Code, prior to implementing the new rates. 

Miscellaneous Service Cha rges 

Curre ntl y, the utility does not have any miscellaneous 
service charges in its tariff . Rule 25-30 . 345 , Florida 
.Administ rative Code, permits utilities to a ssess charges for 
miscellaneous services . The purpose o f such is to provide a 
mea ns by which the utili ty can recover its costs of providing 
miscel laneous services from those c ustome r s who require the 
service s , rather t han from t he general body of ratepa yers . 
Accordingly, we find it appropriate to require the utility to 
implement the following fou r t ypes of miscella ne ous service 
c ha rges at the rates set forth below. 

I NITIAL CONNECTION 
service initiation at a 
previo usly exist. 

This c harge would be levied for 
location where service d1d not 

NORMAL RECONNECTION Thi ~ c ha rge would be levied fo r 
t ransfer of service to a new customer accou n t at a pre vious ly 
se rved l ocation, or reconnection o f se rvice subsequent to a 
custome r requested disconnection. 
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VIOLATION RECONNECT I ON - Ttis c harge wo uld be levied p r io r 
t o r econne c ti o n o f an e xisti ng c uslomer after disconnect i on of 
s e rvice f o r c ause acco r d ing to Rule 25-3 0.3 20{ 2 ) , Florida 
Administra tive Co de, includ i ng a delinq uency i n bi l l paymen t . 

PREMISES VISIT CHARGE (I N LIEU OF DISCONNECT IOl!l - Th 1 s 
c harge wo u l d be levied when a se rv ice representative visits a 
premi s e s f o r the purpose of d iscon ti nuing service for 
no npa yme n t of a d ue a nd collectibl e b1ll and docs not 
d iscontinue se rvice because t he c ustome r p a y s the service 
rep r esen tative o r o t he r wise ma kes satis f acto r y arrangemenl s t o 
pay t he b i 11. 

Ty pe o f Se rv ice 

I n iti a l Co nnectio n 
No r mal Reco nne ction 
Violation Reconnec tion 
Pre mi s es Vi s i t (in Lieu o f Di sconnect i o n) 

Charge 

$ 15 
$ 15 
Actual Cost 
$ 10 

The ne w mi scel l a neou s se rv ice c h a r ges a r e efrective for 
s e rv i ce r e ndered on o r a f te r t he effeclive d ate of th1s Order , 
prov ided that no time ly o bjection s a re f iled in t h is p roc~edi ng 
a nd t he utility files and has Staff a ppro v al of tariff s heets . 

Service Avai l abi l ity Ch arges 

Prio r to t h is proceedi ng , t he u tility did not have any 
t y pe o f service availability charge. As p r e v iou s l y s t ated , by 
Order No . 2 1099 , we app r o ved in erim service availability 
c harges . I n its filing, t he utili y t equested approval of a 
s erv i ce availabi l ity charge of $1,500 per ERC or multi-family 
dwe lli ng wi th a n ERC eslablished at 300 gallons per da y . As 
pre v i o u s l y d iscussed , the utility requested approval to boo k 
o the r amou n ts of CIAC, s u c h as t he $ 270 , 000 adva nce for 
c o nstructio n a nd a $ 30,000 additional i nvestmen t for twenty 
r es ide nces . Fu t ure c o l lec ions at the r ate of $ 1 , 500 per ERC 
f o r f o r t y - e igh t ERCs will pro vide an addi ional $ 72 , 000 in 
CIAC . We have denied the uti 1 i t y · s re~ues t to net the cash 
CIAC by t he tax o n the CIAC. Thus the $ l, 500 cash payment wi 11 
be t rea ted as CIAC and any tax s ho uld be collected in addi t1on 
t o t he CIAC or dealt wi t h in t he manner we approve when the 

I 

I 
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CIAC is received o r booked. The t o tal amount of CrAC is 
$372,000 and any tax would be an addition to that figure. 

The cost per gallon for plant capacity was determined by 
a nalyzing the new plant costs and other plant costs , including 
what was u tilized from existing plant, net of retirements . The 
util ity expanded its capacity frou. 300 ,0 00 gallo ns to 450,000 
gal l ons per day (GPO} . The expansion i ncluded rebuilding and 
i ncreasing the treatment plant's capacity and improvi ng the 
quality of effluent to conform wi th DER spray 1rr1gation 
specifications . These 1mprovements cost the utility $1,097,300 
i n capital investment. In addition , the investors provided 
$105,200 for improvement of the retention ponds and associated 
system and hardware in an attempt t o a s sist the utility in 
making improvements to the s y stem. None oC the $105,200 is 
i ncluded in the utility ' s rate base. 

We believe a service availability charge and pol icy are 
appropriate for this utility to have. We hereby approve the 
u ti l ity 's request for a service availability charqe of $1500 
and thus make permanent the interim charge presently in place. 
A discussion of how the charge was developed Collows. 

Cost 

Ne w WWTP $ 664 , 100 
Existi ng Plant 185,773 
Other Plan t 9401502 

Total $1,790,37 5 .......... 

Capacity 

150,000 $ 

4501000 

$ 

/M Ga 1. 

4.43 

2.09 

6 .52 

·-·· 

$ / ERC @ 
300 GPO 

$ 1, 956 .. .... 
The charge was dev e l o pe d utilizing the information from 

the MFRs a nd was adjusted to conform with our determination of 
total plant-in-service. The new wa stewater treatment plant 
(WWTP} was isolated to determine its cost . Then the re-naining 
plant was allocated to the full 450,000 gallon capacity . 
Existing plant of $185,773 was constdered no n-capacity related 
and t herefore not included in determ1nation of cost per 
gallon . Approximately 75 percent oC the cost per ERC of $l, J56 
results in a charge per ERC ot $1,500 t ounded up to Lhe nt.?xt 
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highest even one hundred dollars. The tota 1 amount of CIAC 
which will be booked under this scenario is as f ol lows: 

Adjustment for unrecorded CIAC 
180 ERC (Pr1or to 12/31/86) 
20 ERC (Prior to 3/31/90) 
48 ERC (At build-out 1993) 

Total Cash CIAC 

$ 

$ 

Cash CIAC 

73 , 355 
270,000 

30,000 
_2_2 1000 

445,3 55 

······-
At build-out in 1993, the ratio o( ne t CIAC to nel plant 

in service will be as follows : 

Plant in Service 
Depreciation reserve 

Net Plant in Serv1ce 

CIAC 
Amortization of CTAC 

Net CIAC 

Net CIAC to Nel plant (\) 

$ 
( 

$ 

$ 
( 

$ 

1,790,375 
592,156) 

1 , 198 , ..!19 
·····-··· 

445 355 
84 ,2..QO ) 

360,855 
••••••••• 

30\ --
The utility is essentially at build-out and collection of 

CIAC charges for the rema1ning ERCs to be connected during the 
next few years would have little material impact on th~ rate 
base. We believe that the collection o f the $1 , 500 per ERC and 
the booking of CIAC co llecled as an advance prior to the test 
year will at least milqate, Lo some extent, he impact ot he 
current plant improvement costs on the service rates. 

I 

I 
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The pe rmane n t serv ice availability charges will be 
effective for connections made afte r the effective date of this 
Order , subject to the filing of and our Staff· s approva 1 of 
rev ised t ariff sheets. The ut ility shall file its service 
availabili t y policy with t hi s Commission for approval, within 
sixty days after t he ef feel i ve date of this Order . S i nee the 
permane n t se rvice availability charge is the same as Lhe 
interim c harge , no refund is applicable. 

Effluent Charge 

The u tility has been p roviding effluent to the golf 
c ourse, a related party through the investor organization, for 
a number of years . Di sposal o f effluent through spray 
irrigati o n was de termi ned to be t he mosl cost effcclive and 
be nef icial to wastewater customers and Lhe environment as well 
as the golf course . No charge has ever been levied for 
effluent sent to the golf course holding ponds for eventual use 
by the go l f course, nor has a charge been requested by the 
utility i n its application. We believe the utility should 
charge for t he eff luen t since it provides a benefit to the golf 
course . 

The golf course owns and operates all of the pumping and 
related equipment a nd pays for the cost of pt mpinQ and 
maintenance of all s pray irriga tion from the holdi ng ponds to 
the eventual spraying of the golf cou rse . None ot the capital 
costs are included in the rate base to the wastewater customers . 

The current effluent spray program is designed to utilize 
the effluent directly from the ne wly constructed holding tank. 
The tank i s designed to hold 4 91,000 gallons, about o ne day· s 
effluent when the plant is operating at its design capacity. 
The golf course owners and investors, South Seas Plantation, 
inves ted $10 5 , 200 in upgrading a nd improving a retenlion pond 
a nd some of the piping involved with irrigation. The utility 
s pe n t $168,800 o n he holding tank. We be lieve there are 
mutual benefits relative to t he holding tank versus Lhe 
improvements to the pond s ystem. The utility will be able t o 
effectively d ispo se of the effluent and the golf course wlll 
rece1ve the nutrients from the effluent as well as avo id 
substantial costs it it had to purchase water from the Island 
Water Association at $4. 30 per 1,000 gallons. The goLC course 
has t he ability to pump water from the retenlion ponds but this 
method is essentially an emergency allernative and not o ne that 
would be e•1er used as a pCLnc1pa l source of ire1gation. If, 
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and for how long, the golf course c o uld obtai n potable or an 
alternative source of irrigation is u nknown. The service area 
is on an island and reverse o smosis i s the only viable method 
of potable wate r production. 

We find $. 60 per $1,000 gallo ns of me tered effluent t o be 
a reasonable rate for the utility to charge. Schedule No . 4 
provides the essential calculations 1nvolved in determin ing t he 
charge ha t s hould be paid for by the golf course for effluen~ 
spray used for i r ciga t ion. The c harge is bet sed upo n estimated 
total plant fl ows of 105,000,000 gallons a nnua l ly. The c ost o f 
service incl udes return o n investmen t net o f CIAC and nel of 
i nvestment by the golf course of $10 5 , 200, dep rec iati o n and 
amort i zation, property taxes , provisi o n for income taxes and 
regula tory assess ment fee on t he revenue derived f rom the 
charge. The essential numbers originate from the MFRs, 
responses to interrogatories, and our rate base and operati ng 

I 

expense decisions. As stated previous l y, the $ 63 , 011 annu a 
revenues a n ticipa ted to be derived from t he sale of effluent to I 
the golf course have been removed from the reve nues to be 
supported by mont hly service rates . 

Based o n t he f o regoing, it is 

ORDERED by the Florida Public Service Commissior that the 
applica tion of South Seas Utility Co. for a wastewater r ate 
increase i n Lee County is here by approved t o t he e x tent set 
forth in the body of thi s Order . It ts further 

ORDERED t ha t each of the specific 
approved in every respect . It i s further 

findings herei n is 

ORDERED that 1 11 matte r s contained herein a nd/or attached 
hereto, whether in t he form of discourse or schedules , are by 
this reference specifically made i ntegral par ts of t hi s Order . 
It is further 

ORDERED that t he provisions 
pro posed agency act ion, sha 11 
appropriate petitio n in t he form 
Florida Admini stra tive Code , is 
Division o f Records and Reporting 
Gai nes Street, Tallahassee, Florida 
business o n September ll, 1989 . It 

of this Order, i ssued as 
become final unl ess an 

provided by Rule 25-22 .036 , 
received by t he Directo r, 
a t hi s off i ce at 101 East 
32399-0870, by the close o f 
i s further I 
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ORDERED that the ut ility is hereby authorized to c ha rge 
the new rates and charges as set forth i n the body of this 
Order. It is f u rther 

ORDERED t hat the monthly service rates sha 11 be ef feet i ve 
fo r meter reading s 30 days on or after the stamped approva 1 
date on the revised tariff sheets. It is further 

ORDERED that the miscellaneous service charges and service 
availability charges shall be effective for service rendered o r 
connectio ns made , respectively, on or after the stamped 
approva l date on the revised tariff shee s . It is further 

ORDERED that the revised tariff s heets will be approved 
upon Staff ' s verification that the tariff sheets are cons istent 
with our decisions he rein a nd that the proposed c ustomer notice 
is adequate. It is further 

ORDERED t hat the utility shall notify each customer of the 
increases authorized herein and explai n the reason for the 
increases. The form of the not icc and e xplanation sha 11 be 
submitted to the Commission for prior approval. It is fur her 

ORDERED that the utility's request to reco rd service 
availability charges net of expected income taxes is d~nied. 
It is furt her 

ORDERED that , in the event no protest is timely rece i ved, 
and upo n the util ity's filing and Staff ' s approval of revised 
tariff sheets and custome r notice, the ut il ity shall be 
released from its corporate undertak i ng and the docket shall be 
closed. 

By ORDER of 
this 21st day of 

( S E A L ) 

NSD 

the Florida Public Service Commission 
_.:.,:A.:,UG:;U:.:S~T=----- I l 989 

STEVE TRIBBLE, Director 
Divis ion o f Records and Reporti ng 

by· ~~~ -
Chle:eureau of Records 
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NOTICE OF FURTHER PROCEEDI NGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120 . 59(4 }, Florida Statutes , to notify parties of any 
admi n istrative hearing or judicial review of Commissio n orders 
t hat is available under Sections 120 . 57 or 120 .68, Florida 
Statutes , as well as the proc~dures and time limils that 
a pply. This notice should not be construed to mean all 
requests for an admi n istrative hearing or judicial review will 
be granted or result i n the relief sought. 

The action proposed herein is prelimina ry in nature a nd 
will not become effective or final, except as provided by Rule 
25-22 . 029, Florida Administrative Code. Any person whose 
substanti<~l interests are affected by the actio n proposed by 
this order may file a petition for a formal proceeding, as 
p r ovided by Rule 25-22.029(4) , Florida Administrative Code, i n 
the form provided by Rule 25-22.036(7)(a ) and (f) , Florida 

I 

Administrativt=> Code. This petition must be received by the I 
Director, Division of Records and Reporting at his office at 
101 East Gaines Street , Tallahassee , Florida 32399-0870 , by the 
close of business on September 11, 1989. In the absence of 
such a pet ition , this order shall become effecttv' Scplember 
12 , 1989. as provided by Rule 25-22 . 0 29 (6) Florida 
Administrative Code , and as reflected in a subsequent o rder . 

Any objection or protes t filed in Lhis docket before the 
issuance date of this o rder is considered abandoned unle~s it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this o rder becomes final and effective on September 12, 
1989, any party adversely affected may request judicial review 
by the Florida Supreme Court in the case of an electric , gas or 
telepho ne utility o r by the First District Court of Appeal in 
t he case o f a water or sewer utility by filing a notice of 
appeal with the Director , Divisio n of Records and Repor ting and 
fili ng a copy of the notice of appeal and the filing fee with 
t he appropriate court:. This filing must be completed within 
thirty (JO) days of the effective date of this orde r, pursuant 
Lo Rule 9.110, Florida Rules of Appellate Procedure. The 
notice of appeal must be in the form specified in Rule 
9 . 900(a) , Florida Rules of Appellate Procedure. 

I 
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SOJTH SEAS UTILITY c::D"P~ 

SCHEOU.E CF SEI-.ER RATE BASE 

TEST YEAR ENDED 3/31/90 

TEST YEAR 
PER 

UTIL.1TY 

I 

' 
\ . 
' . 
' 

CJ2cl A 

\ 
\ . 

SCHEOU.E NO. 1- A 

()(XXET NO. &H518-SJ 

POJVSTEO CO"MI SSI0-4 

UTILITY TEST YEAR CO"MISSIOi ,:oJUSTEO 

roJ\JSTI'ENTS PER UTIL I TY ~T'1'1:.NTS TEST YEAR 

1 UTILITY PLANT IN SERVI<:f: $ 1,657,020 $ 0 $ 1.o57 ,020 $ 73.355 $ 1.7~.375 

2 
3 LANO 
4 

5 NO-I-USED & USEFU.. CCJ'1)()oENTS 

6 
I C.W.I.P. 
a 
9 C. I.A .C. 

10 
11 ~ATED OEPRECIATIOi 

12 
13 AMORTIZATION OF C.I.A.C. 
14 
15 PDV~S FCA CGISTRI...CTIOi 

16 
17 ~ING ~IT~ ~L~ 

18 

60,000 0 60,000 0 60,000 

0 0 0 0 0 

0 0 0 0 0 

(297 ,144) < 44. 928) (342,0nJ < 103 , 283) ( 445 , :sss) 

(103, So7) 0 (193,5o7) (14 ,861) (208,429) 

0 , 705 0 0,705 10.~ 17 ,.149 

0 0 0 o. 0 

11.000 0 11.000 0 11 , 000 

19 RATE BAS£ ~ l.~4.l ,074 :S (44,~):5 l ,lQQ, 146 $ (.:;4 ,105)$ 1.1o5,041 

20 ----------- ----------- ----------- ----------- ---- -------
----------- ----------- ----------- ----------- -----------
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SOJTH SEAS UTILITY CXl"P~Y 

AOJUSTl"ENTS TO RATE BASE 

TEST YEAA EN~D 3/31/90 

SCHEC:U.E NO. 1-B 
PAGE 1 CF l 
OOCXET NO. BtHSlB-SU 

1 UTILITY ~T IN SERVICE 

2 - - ------------------------------- ------
3 Adjustment to reflect unr ec::orded proper t y cantnbutions 

5 
6 CIAC 

7 ---------------------------------------
8 1. Adjustment to retlect unrec:crded property CO"''tributlC:ns 

9 2. AdJustment to reflect all projected CIAC rece1pts 

10 at $1,500 per corY\eCtlon 

ll 
J.2 
13 i!CCU'U..ATED OEPRECIATIQII 

14 ---------------------------------------
15 L AdJustment to reflect ac:x:::umJlated deprectatlon of unrecorded 

1o property cantrlbutlons 
17 2. AdJUstJrent to restate .lCCUII~ .. Ilated .:lePr'ecl.:ltlon at June !.0. 197'? 

18 
19 
20 
21 ACO..M....LATEO ~TIZATICI'I (CIAC) 

22 ---------------------------------------
23 1. AdJUSt ment to r of'lac:t accunulated anorttzat lon of unrecorded 

~4 prope,·ty contributlons 

::!52. AdJus tment to .wer193 balance to .:1QI"t9e wtth rev1~ CIAC atra.Jnt 

2o 
27 

AOJUSTl"ENTS 

73 ,355 

(73 ,355) 
(~.928) 

----------------------

(10 ,579) 

(14 ,&1) 

----------------------

10 , 579 

105 

LO.ol>1 

----------------------
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SOUTH SEAS UTiliTY COIIPAHY 
CAPITAL STRUCTURE 
lEST YEAR EM0£0 3/ll/90 

AOJUSf£0 
1£Sr YEAR 

DESCRIPTIOII PER UTILITY 
..................... .... .... .... ........ 

LON& TERII D£81 993,61l 

SIIORT T£RII D£81 0 

CUSTOIIER DEPOSITS 0 

PREHRREO STOCl 0 

COII/lON £ OU ITY m.m 

IHY£STII£HT TAX CR£0115 0 

DEFERRED IN COII£ TAXES 0 

OTHER CAPITAL 0 
. ..... ........ .. 

TOTAL CAPITAl s I,JI4,S4S 
. . . . . .. .. . . . . ....... .. ....... 

II'£ IGHT COST 

75 .59\ I 1.03\ 

0.00\ 0.00\ 

0.00\ 0.00\ 

0.00\ 0.00\ 

24.41\ IUS\ 

0.00\ 0.00\ 

0.00\ 0.00\ 

0.00\ 0.00\ 

100.00\ 
. . .. .... . 

SCHEOUl£ MO . 2-A 
OOClET ~0. 88 1 ~18·SU 

COMIS510N 
ADJUSTIIWS SALAWC£ 

~E IGIHED TO UlllfiY P£11 
COST EXIIIB It co ISSIO~ 

......... ... . . .......... 
u n (9• .m )s 898,854 

0.00\ 0 0 

0.00\ 0 0 

0.00\ f 0 0 

l . SO\ ' ( 54 , 74~) 266,187 

0.00\ 0 0 

0.00\ 0 0 

0.00\ 0 0 
f 

.... .......... . ...... ........ 

11 .84\ : s (149,504)$ 1,165,041 
....... .. . ........ ... .. .. .. ········ -·· . .... .. .. ' .. .. . . .. . . . .... . . .... ... ... ... 

RA~G£ or R£ASONAILENESS 

£0UIIY 

0V£ ~All RAI£ or REIURW 

ll£1(i~T 

71 .15\ 

0.00\ 

0.00\ 

0.00\ 

. 2.!5\ 

0.00\ 

0.00\ 

0.00\ 

100.00\ 
. ...... . 

l Oll 

u.m 
........ 

11.m 
......... 

' • 
\ 

COS I 

10.98\ 

0.00\ 

0.00\ 

0 00\ 

14.3~\ 

0.00\ 

0.00\ 

0.00\ 

[G!j 

IUS\ 
. .... ... 

11.98\ 
...... 

. 
' \ 

\ 
\ 

I 

' 

·millED 
COS I 

8. 47\ 

~ 00\ 

0.00\ 

0.00\ 

l.18\ 

0.00\ 

0.00\ 

0.00\ 

II 75\ 
.. . . .. ... . .. 

I 

I 

I 
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SOJTH SEAS UTILITY CO'P~Y 

roJUSTI"ENTS TO CPP IT~ STRL.C~ 

TEST YEAR ENDED 3/31/90 

DESCRIPTION 

--------------------------
1 LONG TERM DEBT 

2 
3 SHCRT TERM DEBT 
4 

5 OJSTOI"ER DEPOSITS 

6 
7 PREFERRED STc:x:K 

8 
9 COf'1"'0 EQJITY 

10 
ll INVESTI"ENT TAX~DITS 

12 
-13 DEFERRED I NCO'£ TAXES 

14 
15 OTHER CAPIT~ 

16 
17 TOTI=t.. CPPITAL 
18 
1? 

roJI..ST 
FCR ERRCR 

-----------
$ 0 

0 

0 

0 

(:6 ,680) 

0 

0 

0 

-----------
1i (:o .680) 

------- ---------------

\ 

\ 
\ 
\ 

\ 

' 
\ 
' I 
' 

SCHEDU.E NO. 2-B 
DOCKET NO. 681518-SU 

PRO RATA NET 

REc::GICIL E ~TI"ENT 

----------- -----------
$ (94,759) $ (94 ,759) 

0 0 

0 0 

0 0 

( 28 ,()c)S) ( 54 . 7.!5) 

0 0 

0 0 

0 0 

----------- -----------
$ (1~.824) $ ( l•t?. 5().1) 

----------- --------------------- -----------
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SOUTH SEAS UTILITY COnPAKY 
STATEnEKT Of SEWER OPERATIONS 
TEST YEAR ENDED J/31/90 

DESCRIPTION 

I OPERATiNG REVENUES 
2 
J OPERATING EXPENSES. 
4 
s 
6 
1 
8 
9 

10 
II 
12 
ll 
14-
15 

OPERATION AND nAINTEHANCE 

DEPRECIATIOII 

MORTilATION 

TAXES OTHER THAH INtOnE 

IHCOnE !AXES 

16 TOTAL OPERATING EXPENSES 
17 
18 
19 OPERAIIHG INCOnE 
20 
21 
22 RArE BASE 
23 
24 
25 RATE Of RETURN 
26 

UTILITY 
lEST YEAR UTILI TY ADJUSTED 

PER UIILITY AOJUSin£ IS TESf rEAR 
... ........ ... . . ... . .... ... .... ... ..................... 

297,291 s 1Sl,OS1 S 480 ,34? s 

202,445 s 20,122 s 222,567 s 

62,m 0 62,lll 

0 0 0 

14,937 13,225 28,162 

0 25,222 2s,m 
................ .. .. ................. .................. 

m.m s 58,WI S ll8 ,264 s 

SCHEDUlE 110 . 3-A 
OOCl( l NO. 881518·SU 

COIIIIISSIO~ 

CDMISSIOH ADJUSTED 
ADJUSII'£!HS IESI lEAR 
........ .......... .. ............. 

( 183.051 )1 291 .?91 s 

(l,99SIS 218, 5b9 s 

u.mJ sa.aa4 

0 0 

(1U46) 15, 216 

(25.ml 0 
.. ... ......... . . .. .......... . . . .. 

(4S,S9S lt m.m s 

\ 
\ 

\ 

\ 
\ 

\ 
\ 

\ 
\ 
\ 

' 

RE~EIHI( 

INCREASE OR REYEKUE 
(DEC~EASE ) REGUIREI\£ I 
. ... . .......... .... . .... .. ........... 

159,009 s 456,300 

218,569 

58,884 

0 

J.m !9,191 

22,764 22,764 
.. ... ..... . ...... . . .. ........ ...... 

2UJ9 s 519,408 

17,596 s 124,482 s 142,078 s (1 37, & ~6 ) 1 &,622 s 1l2 ,27~ ' 1l6,892 
.. .. .. . . .. .. .. .. . .. . .. . . .. . .. .. .. . .. .. .. .. .. . . . . .. . .. . .. .. .. . . .. .. .. . .. .. ........... ... .. .. . .. . .. .. . . .. . . . .. .... ... .. 
.. . . . .. . . . .. . .. . . . .. . . . .. .. . . .. . .. . .. . . . .. .. . . .. . . . .. . . .. . . .. ...... .. ... . ... . . . . .. ... .. .. .. . . ......... . 

S 1,244,074 S 1,l99,146 I 1,16S,041 S 1, 16S,Ott 
.. .. . . . . . . .. .. .. . . . . . . .. . .. . ... .. ..... . .. ......... .. ... ... .... . ........ .. .. . ...... ... . . .... ... .. . 

1.41\ 11.85\ 0 40\ 11.7S\ 
.. . . . .. . . . .. . . .. . . .. . .. . . . .. . .. ........ . . . . . . . .. . . . .. .. . . . . .. . . . . ......... . . ......... . . ... .. . ... ... 

I 

I 

I 
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SCl.ITH SEAS UTILITY a:tP~Y 

ADJUSTf"ENTS TO IYERATING STATEI'ENT 

TEST YEAR EN0€0 3/31/90 

SOiECA...LE NO. 3-B 
PAGE 1 CF 1 
OC:X:XET NO. 881518-SJ 

EXPLjQNATICl'l 

1 IYERATING REVENl£S 

2 ---------------------------------------
3 Adjustment to renove reu~ted rate incre3$e 

4 

5 
6 IYERATio-1 AND ~IN~ EXPENSES 

7 ---------- ---------------------------- -
8 1. Adjustment to renove m1sclassll'ied refund anoJnt 

9 2. Adjus t ment to remove misclassitied engineering costs 

10 3. Adjustment to remove nonrecurnng c:hem1cal c::harges 

11 4. Adjust11Je11t to remove out-of-period dlar ges 

12 5. Adjustment d.Je to rec1.1Ced rate cost cost 

13 
14 
15 OEPRECIATICl'l EXPENSE 

16 ---- -----------------------------------
17 1. Adjustment to reflect revised test year CI~ balance 

18 2. Adjustment to offset test year ,:Jeprec1at ton by proJected CI~ 

19 ($72,000 ~ 4 . 58%) 

20 
21 

-22 TAXES OTHER THm IN<ll"E TAXES 

23 ---------------------------------------
24 1 . RefOC)Ve gr0$S recetpt:3 tax relatlng to r~ested r .3te incr~ 

25 2. RedUction to pro forma prov1sion for incr~ propurty t~ 

27 
29 
29 !NCO"'€ TAXES 

30 ---------------------------------------
31 RefOC)Ve reQ.Jested provision for 1ncome ta>.~ 

33 
34 IYERATING RE\cNUES 

35 ---------------------------------------
36 Recorrmended tncr~ to actueve revenue r eQ.nrement 

37 
..:a 
39 rro<ES OTHER rHAN INCO'£ fAXES 

40 ------------------------------------~--
-11 Gorz::. rece lPts re l.lted to recart~e1•Jeo r '!'lenu~" lnt"rea~ 

42 
~ 

44 ! NCO"'€ TAXES 

45 --------------- ----------------------- -
.16 [ncorre t.»-~ related to reconmended revenue r&~Jl r 
.Jj 

L 

$ (183 ,051) 

----------------------

:? ,500 
(1 , 268) 
( 2 , 147) 

( o33) 
( 2,dS0) 

$ -----------
{3 .9QS) 

----------------------
( 131 ) 

( .;; . :?98) 

-----------
$ (3, 429) 

--- ------------------

( .t.S7c:,) 
(6 .370) 

-----------
$ ( 1:. Q.u;, ) 

--------------- -------

$ (ZS. Z!:?J 
··-- -----------------

S l'H.~ 

$ 

-----------·- ·-----

-------·------------

=. 7b-l ·- .... - -·· ····---··-
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Eftluent Charge 

Schedule No. 4 

$445 ,355 
Gross CIAC to gross plant in service ratio 

(Note 1) ---------- - 0.24875 

Utility investment in filtering and disposal 

Effluent disposal 
Utilit y property ( @ 25\) 

(Note 2) 
Total cost 

$1,790,375 

$366,700 
169,000 

$535, 700 

----------
Investment net of CIAC and golf course investment 

-·-----

$535,700 - $105,200 - (($535,700- $105,200) X 0.24875 ) • $323,413 
•••a••• 

Cost of service for effluent 
Rate of return on investment - 11.75\ 

composite depreciation/ amortization rate 

Property tax rate/ $ ($7 , 770/ $1 , 790,375) 

Income tax rate/ $ROI ($22,764/ $136,892) 

- 4. 58\ 
- 0.004 3 
- 0.1663 

(Note 3) 
Retu rn 
Depreciation 
Amortization 
Prop . Taxes 

($535 , 700 

Provision for income taxes 

Subtotal cost 

$323,413 X 0.1175 • 
$53 5 ,700 X 0.0458 • 

- $323 , 413) X 0.0458 • 
$535,700 X 0.0043 • 

$38,001 X 0 . 1663 • 

Regulatory As sessment Feo Gross Up 

Annual cost of service 

$38 , 001 
$24, 535 
~(9 , 723) 
$ 2,304 
$ 6 , 319 

$61,436 -------0.975 

$63,011 -------
Cost per 1,000 gallons • $63,011/105 ,000 • $0 . 60 per 1,000 gal. -----

Notes to schedule 

Note l - Based upon schedule no. l-B. 

Note 2 - Based upon MFR p. 48 and interrogatory no. 18. 

The utility estimated that 25\ of the investment in plant 

listed as utility property shoyuld be considered in the 

basis for determination of an effluent charge to the 

golf course. 
Note 3 - Based upon sch e dule no. 3-B. 

I 

I 

I 
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