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BEFORE THE rLORIDA PUBLIC SERVICE COMMISSI ON 

In re: Application for a staff- ) 
assisted rate case in Duval ) 
County by SHADOWROCK UTILITIES , ) 
INC. ) 
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The following Commissioners participated in the disposition of 
this matter: 

THOMAS H. BEARD, Chairman 
BETTY EASLEY 

GERALD L . GUNTER 
J. TERRY DEASON 

MICHAEL HcK. WILSON 

FINAL ORDER GRANTING TEMPORARY BATES 
IN EVENT OF PROTEST 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER dPPROYING INCREASED BATES AND CHARGES 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public 
Commission that the actions discussed herein, except the 
of increased rates on a temporary basis in the event of a 
are preliminary in nature, and as such, will become final 
person whose interests are substantially affected files a 

for a formal proceeding pursuant to Rule 25-22.029, 
Administrative Code. 

CASE BACKGROUND 

Service 
granting 
protest, 
unless a 
petition 

Florida 

Shadowrock Utilities, Inc . (Shadowrock or utilit y) is a Class 
"C" water and wastewater utility located in Duval County. The 
utility p rovides service to approximately 645 single-family homes, 
a fifty-unit apartment complex and a church. The gross annual 

revenues for 1989 were $70,804 for the water system and $85,457 for 
tho wastewater system . 

Shadowrock was granted its original certificate by this 

Commission in Order No. 6498, issued on February 6, 1975. The 

utility has received price index rate adjustments for 1982 through 
1988 and received one pass-through rate adjustment in 1986. 
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On June 20, 1990, Shadowrock applied for this staff-assisted 
rate case and s ubmitted the correct filing fee. We have rev iewed 
the utility's books and records and conducted an engineering 
i nvestigation. The test period for setting rates is the average 
twelve-month period ended June 30, 1990. 

TBANSFEB OF HAJORITY ORGANIZATIONAL CONTROL 

I 

Commission Order No. 6498, issued February 6, 1975, granted a 
cert ificate to Shadowrock Utilities , Inc., . nd stated there were 
six Directors , i ncluding Hugh F. Cul verhouse . In August, 1990, the 
Secretary of State ' s listing of the officers and directors of t he 
utilities listed Hugh F. Culverhouse as the sole director. In 
January 1981, Mr . Culverhouse elected Subchapter s status with the 
IRS. This election stated that Hugh F. Culverhouse was the sole 
stockholder with 250 shares of stock. The utility agrees there was 
a chan~e in majority organizational control on January 1, 1931 . 
Section 367.071 , Florida Statutes, requires that a utility apply 
tor authorization of a transfer of certificate 1 facilities, or I 
majority organizational control prior to its occurrence. 
Sh3dowrock did not comply with this requirement, however, we 
believe that no action should be taken to penalize the utility for 
this failure because the utility was apparently unaware of the 
requirement to request approval of such a transfer. The trans fer 
took place almost 10 years ago and appears to have had no harmful 
effecto. Thus, we will recognize the transfer. However 1 the 
utility is placed on notice that any future transfers s hould be 
completed only after the utility has filed for and received 
approval from the Commission. 

QUALITY OF SERVICE 

Our staff conducted a customer meeting on December 20, 1990 , 
in Jacksonville , Florida. Eighteen customers attended and nine 
made service related comments. 

Five customers commented about water pressure. One customer 
exper1enced a noticeable pressure fluctuation once a month, when 
pressure would weaken for approximately 2 hours and then would 
totally disappear for 30 minutes. Another customer indicated that 
generally that problem occurred between 4 and 9 p.m. A third 
c ustomer said the pressure was low even in the mornings. Four 
cuatomor3 said their irrigation sprinklers would not operate 
bocauso of poor pressure . I 
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The se customers are located universally throughout 
Shadowrock's system. Therefore , it appears that occas i onal 
pressure problems exist throughout the system. Review of the 
distribution system uncovered no significant problems with dead 
ends or insufficient pipe sizing . Heavy irrigation may be 
respons ible. Because of drought conditions , watering restrictions 
have been imposed by the local water management district. 
Irrigati on is allowed only at certain times of the week . We 
consider this to be the single most important reason why pressure 
may be a problem during certain times of the day. It is during 
these times that peak flows are usual l y experienced and the system 
is ove r-burdened. 

A subsequent investi gation was conducted on January 9 , 1990, 
and no pressure problems were identified . The utilit y has 
i ncreas ed pressure at the plant by 5 to 7 pounds per square inch. 
A groat r increase would risk damage to equipment and piping. Time 
wi ll tol l if any improvements will be noticed. We will not require 
further ad j ustments at this time. 

Extremely cold weather dur i ng the winter of 1990 caused many 
problems, s uch as customers being without service for a n exte nded 
period of time. The Commission was aware that the utility ha d 
probl ems at that time, but the utility appeared to do its best to 
make corrections . 

Two customers have experienced problems with fluctuat ions of 
c hlorine. One noted t hat the water has a heavy chlorine smell and 
t a ste, and the other, a neighbor, said that the water tasted like 
pure chlorox. At the time of the follow-up investigation , test 
results showed no abnormalities. Although o ne customer insisted 
tha t the chlorine problem is recurring , the other cus tomer 
indicated no recent incidence . These customers are centrally 
loca t e d within the utility ' s distribution system . If the proble m 
wore prevalent, other customers located closer to the water 
t reatment plant woul d notice chlorine fluctuations as well, but 
thoro have been no such complaints . We suspect that something 
other than tho utility's water might be causing the problem . One 
c us t omer has automatic sprinklers with no backflow prevention 
de v ices. Contaminated water may be siphoning back into the system. 

One c ustome r commented that due to an i ncorrect meter reading, 
ho was i mpr operly charged . Th is customer incurred a plumbing bill 
a nd lost wage s only to find t h a t the problem was on the utility's 
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sid e of his meter. It was suggested to t .he customer that he 
r e quest that the utility review the matter. our staff will monitor 
t his situation. 

Two c us t omers compla i ned that the utility is difficult to 
contact by telephone. Our review found no significant problem. 
Tho ut i lity's emergency phone number is listed on the cus tomer ' s 
bill a nd d i rector y ass istance has the correct telephone numbers. 

Although one customer indicated that there migh~ be a problem 
wi th the way meters are read, r eview of the utility's meter reading 
procedur e unc overed no signif i cant problems. 

I 

One c us t ome r complained that Shadowrock ' s percolation pond 
a r ea l ooked like a junk yard. It has been a constant problem for 
t h o uti lity t~ keep this area cleaned. Security of the area has 
boon d if f icult. The ponds are located in a remote area of the 
de ve l o pme nt and this property, along with neighboring property not 
o wned by tho ut i lity, has been a dumping ground for years . The I 
util i ty has installed a fence several times, only to have it stole n 
o r t o rn down. 

Ove rall, the problems complained of by the customers are 
c urrently being properly addressed. I n addition, our Divisio n o f 
Cons umer ~ffairs has recently processed a complaint made by a 
c u s tome r of the utility concern ing a billing problem . Although it 
appears that the utility has acted properly, the custome r st ill 
r efus e s to pay the bill. The Division of Cons umer Affairs is 
c urre ntly monitoring the situation. 

In a service related problem that apparently has not affect e d 
tho c uc tomors directly, on October 30, 1989, the utility was iss ue d 
a ci tation by the Ci ty of Jacksonville ' s Department o f Health, 
Welfare and Bio-Environmental Services . That citation dealt with 
v iolat i ons at the wastewater treatment facility, as follows : 

a . Violations of effluent limits . 
b. Vi olation of the requirement to limit access to the 

wastewater treatment plant . 
c . Vio lation of equipment maintenance requirements. 
d. Vi olations of permit conditions. 
o . Violations of operator attendance requirements. 
t . Viola tions of monitoring and reporting requirements. 

I 
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Those v iolations occurred primarily from September l, 1988 
through Hay 20, 1990. A stipulation was recently agreed upon 
whereby the utility acknowledged the violations, agreed to ful l 
compliance of the r egulations and to pay a $15 ,000 civil pena lty. 
No penalties or legal expenses incurred as a result of the citation 
are allowed in calcula ting the utility' s ne w rates resulting from 
this staff- assisted rate case. 

We believe t hat the utility is currently doing all it can t o 
make sure that compliance is achieved. There are no current 
outstanding v iolations and the service provid<d to the water and 
wastewater customers is generally good . After considering the 
totality of circumstances noted above, we find Shadowrock's q ualit y 
of sorvice to be satisfactory. 

RATE BASE 

our calculation of the appropriate rate base for the water 
s ystem is depicted on Sche du le No. 1-A and for the wastewater 
system is depicted on Schedule N'o. l-B. Our ad j ustments are 
i temized on Schedule No . 1-C. Those adjustments which are self
explanatory or which are essentially mechanica l in nature are 
reflected o n those schedules without further d iscussion in the body 
of this Order. The major adjustments are discussed below. 

Us ed and Useful 

Tho utility ' s water treatment plant has a rated capacity of 
450,000 gallons per day (gpd). The individual pumping capacity of 
the wells and high serv ice pumps can produce much more capacity 
than the plant's overall rating . The utility ' s e ngineer has 
indicated that the limiting factors which affec t the pla nt are due 
to the restrictive rate of flow through the aeration device , a nd 
tho necessary storage capacity of the reservoir. Since the point 
ot most restrictive flow through a plant i s the controlling factor , 
wo will use the 450,000 gpd plant c pacity rating to determine the 
used and useful perce ntage. Using the avera ge of the five highest 
maximum daily flows, which occurred in Hay 1990, plus fire flow 
capacity , and a 21 , 732 gpd margin reserve consideration for 
customer growth, we find that the treatment plant i s 100 percent 
used and usc! ul . 

The utility ' s was tewate r treatment facility is composed of 
three ste el, activated sludge treatment plants with a combined 
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treatment capacity of 450 ,000 gpd ( t wo at 100,000 gpd and one at 
250 , 000 gpd) . The utility recently converted the wastewater 
treatment process of one of the three trea~Jnent plants from contact 
stabilization to extended aeration . As a result, overall 
was tewater trea tment plant capacity was down-rated from 450 ,000 gpd 
to 350 , 000 gpd. Appare ntly the main reason for this conver sion was 
to change tha Florida Department of Environmental Regulation ' s 
(DER) classification, which in turn reduced the required plant 
s taffing time for that facility. 

As mentioned below, one plant is out of service and is not 
planned to be put back on line, which will further down-rate the 
facility another 50 , 000 gpd to a total pla nt capacity of 300,000 
gpd. We will use this adjusted capacity to determine the used and 
useful percentage. Using the average daily flow of the highes t use 
oonth of the test year, Sept ember 1989, plus a 21,732 gpd cargin 
r eserve consideration for customer growth, we find that the 
treatment plant is 66.3 percent used and usef ul. 

Both tho water distribution and wastewater collection system 
can currently serve approximately 705 equivalent residential 
connections (ERCs) . Consider i ng 624 ERCs, t .he average of the t est 
y ar connections , p lus 81 ERCs as a margin reserve, we find that 
the distribution a nd collect i on s ystems are 100 p e rcent used a nd 
useful . 

Plant-in-Seryice 

As of June 30, 1990, the utility ' s accounts showed water plant 
in the amount of $686, 594 and wastewater plant in the amount o f 
$1,282 , 372 . Shadowrock docs not have original invoices to docume nt 
plant addition s between 1975 and 1981, but has financial statements 
prepared i n those years . The financial statement for the year 
ended December 31, 1981 i ncludes a schedule o f fixed assets and 
depreciation. This schedule includes a brief description of each 
ite m of plant, the date of i nstallation , and the accumulated 
doprociation. This schedule, plus the tax returns, the trial 
ba l ance , a nd the individual plant components were reviewe d . The 
utility's records a r c well-maintained and the various documents 
ref lect the samu balances . Because of the state of the records a nd 
tho fact the p lant balances appear r easonable, we accept the 
December 31, 1981 balances as shown in Shadowrock ' s fi nancial 
statement. After considering all of the above, we find that as of 
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December 31 , 1981, tho appropriate plant balance for the water 
system is $493,857 and for the wastewater system is $687,275 . 

Shadowrock ' s documentation supporting the plant additions 
subsequent to 1981 has been reviewed. Based on our review, we find 
that the utility plant balance at June 30, 1990 is properly 
supported. However, the utility expepded substantial funds during 
tho test year o n repairs and maintenance of the plant. We conclude 
that some of those items should be capitalize d. These items are 
discussed more t ully later in this Order . The total adjustment to 
tho Juno 30, 1990 plant balance for the capitalized items is $1,442 
for tho water system and $21,521 for the wastawater system. 

Tho uti lity 's fi xed asset schedule includes a parcel of 
contri buted land valued at $32,343 . We find that this item s hould 
b reclassified as "land" and should be removed from "utility plant 
in service." These adjustments result i n an adjusted year-end 
balance ot $688,036 for the water system a nd $1,271,550 for the 
wastewater system . 

Because several items of plant were added during the test 
year, the year-end balance of plant has been adjusted to reflect 
the averaging of the plant additions. Incorporating the averaging 
adjustment results in a test year average balance of water plant of 
$651,823 and a test year average balance of wastewater plant of 
$1,191,816. 

Proiected Plant Improvements 

One of the utility's wells has not been used regularly because 
of misalignment due to ground settling. Although the well could 
function, it was not used to avoid undue equipment stress . The 
utility has recently corrected the alignment problem at a cost of 
$1,547 and the well is in good worki ng order. The utility also 
replaced some pipe at a cost of $1,998 and installed additional 
fencing at a cost of $545. These plant improvements total $4,090 . 
We find that these costs should be included in water utility plant 
in service . 

Wh~n pro forma plant is i ncluded in rate base, our policy is 
to increase accumulated depreciation by one year's depreciation on 
that plant . Therefore , following that policy, we find that 
accunulated depreciation to the proforma plant is $126 for the 
water system. 

233, 
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Plant Held for Futyre Use 

Tho utility's wastewater treatment facility is composed of 
three steel, activated sludge plantd . At the time of our 
eng i neering investigation, one of the smaller plants was shut down 
for maintenance. According to the utility ' s engineer, the out of 
service plant is not currently needed to meet existing or 
foreseeabl future flow demands. The utility is not currently 
planning to rehabilitate this plant. Therefore, we find that the 
dollars associated with this asset shall be transferred to plant 
held for futuro use . This plant is almost fully deoreciated. The 
net depreciated value is $3,235. 

Earlier we found that the remaining wastewater treatment plant 
is 66. 3 percent used and useful. Therefore, the non-used and 
usef ul portion of the plant is 33.7 percent . The 33.7 percent 

I 

shall be applied to the adjusted wastewater treatment plant and 
related accumulated depreciation. These calculations result in 
non-used and useful plant of $154,612 and non- used and useful I 
accumulated depreciation of $73,209. In addition, a portion of the 
wastewater treatment plant is contributed property. We find that 
the plant classified as "plant held for future use" must be 
adjusted to reflect that portion which is contributed. To do 
otherwise , would, in effect, remove that plant twice from rate 
base. The portion of the contributed plant and related ccumulated 
amortization which is hereby classified as "plant held for future 
use" is $122 , 211 and $58, 381, respectively. These adjustments 
result in a net non-used and useful wastewater treatment plant of 
$17,573. Those two adjustments to the used and useful plant result 
in a total non-used and usef u l plant of $20,808. 

During Shadowrock's reconciliation of cash contributions-in
aid-of-construction (CIAC), the utility found t hat it had received 
prepaid connection tees for 202 connections . These connection fees 
should be included in the plant held for future use account , which 
results in a prepaid CIAC amount o f $42,820 in the water system and 
$106 ,050 i n the wastewater system. We also find that the 
a c cumulated amortization associated with the prepaid CIAC must also 
be included in the plant held for future use account. Using the 
same amortization method discussed late r in the section on 
amortization or CIAC, results i n an adjustment of $8,343 for the 
wa ter system a nd $21,610 tor the wastewater system . 

I 
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According to the utility's records, it owns three separate 
parcels or land. The water treatment plant site, consisting of 
6.98 acres, is shown on the utility accounts at a value of $32,368, 
but this includes property that will not be used by the utility. 
In fact, only about one-half acre, or 7 percent, is occupied by the 
existing treatment facility. However, we do recO<Jnize that 
approximately 30 percent, or 2.09 acres, is necessary to allow for 
well set backs (to quard against possible sanitary hazards) and for 
service road access to the treatment facility. Shadowrock has also 
indicated that the excess property will be sold. Therefore, we 
find that 70 percent, or $22,658, be reclassified from the land 
account to the non-utility property account and, as a result, be 
excluded from rate base. 

The wastewater treatment facility is located on 2.09 acres at 
a cost of $7,929 . We believe that the acreage and the cost are 
reasonable ~nd are hereby allowed in rate base. 

The percolation ponds are located on a 17.96 acres of land . 
However , the ponds actually occupy only 10 . 67 acres, or 59 percent 
of the parcel. The additional 7 . 29 acres is reserved to 
accommodate effluent from future treatment plant capacity . There 
are no existing plans at this time to enlarge the fac ility. Since 
this acreage is to be used for future development, we find that the 
cost of these 7.29 acres ($32,343) should be placed in plant held 
tor future use. Moreover, since this parcel was contributed to the 
utility, the related CIAC shall also be transferred to plant held 
tor future use. 

Based on all of these adjustments, we find that the land cost 
to be included in rate base is $9,710 for the water system and 
$82,920 tor the wastewater system . 

Accumulated Dgpreciation 

The utility's accounts as of June 30, 1990 include accumulated 
depreciation for water of $203,229 and for wastewater of $367,908. 
At one tim~ , the utility was recording depreciation at the IRS 
accelerated rate of 16.6 percent. However , the utility realized 
that tho Commission's rule specified the appropriate depreciation 
rates. Shadowrocx converted its books and records to come into 
compliance wi th the rule. However , in a recent letter, the utility 
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stated that its understanding of the depreciation rule was that the 
depreciation rates shown in Chapter 25-30.140, Florida 
Administrative Code, should only be initially implemented as a 
result of Commission action, such a s a rate proceeding or an 
overearnings investigation. Shadowrock d id not believe that it 
could unilaterally implement the rule's depreciation rates. 
Attached to the utility's letter was a schedule recalculating the 
accumulated depreciation. The recalculation assumed that the 
original depreciation rates were based on a 40 year life , through 
the test period reviewed i n the ovc rearnings investigation 
conducted after receipt of its 1987 annual report. After that , the 
accumulated depreciation is calculated based on t,e rule's rates . 

I 

We do not agree with the utility' s calculation. First, the 
overearnings investigation was not a Commission action . After our 
informal review of the utility's records, no reason was found to 
pursue an overearnings investigation and the case was never 
docketed . Therefore, that review shall not be considered a 
Commission action. In addition, the utility makes an assumption I 
that the original rates were established using a 40 year life 

The rule does not state that a utility cannot implement the 
rates unilaterally. The rule states that the rates will be 
determined in a rate case. However, if a utility has never had a 
rate case, the rule does not state what should be done. It is 
obvious that the utility should be depreciating its plant using 
some depreciation rates. Staff Advisory Bulletin No . 17 (1st 
Revised) states that: 

When a company is involved in a rate case before this 
Commission for the first time, there is a question as to 
what rate{s) and accrued reserve are applicable to 
determine their historic rate base position (test year 
expenses would still be calculated using guideline or 
staff recommended rates) . The depreciation expenses 
booked by the company, whether or not approved by some 
other governmental body, have resulted i n their current 
accumulated res rve position . This booked position (with 
appropriate staff adjustments due to CIAC, used and 
useful, etc.) should be used as the starting point of 
the to.Jt year. Except that, if these past booking 
practices have resulted in an obviously flawed reserve 
position, the staff may choose to recommend an 
amortization of the apparent historic reserve imbalance. I 
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This excerpt from the Staff Advisory Bulletin (SAB) states 
recent Commission practice when a utility has not been in for a 
rato caso. In this case, Shadowrock adjusted its reserve balance 
during the test year as if the rule rates had been used since the 
inception of tho utility. The question is whether the adjusted or 
unadjusted balance should be used as the starting point in this 
case. We rind that the adjusted balance should be used. Whichever 
decision is made incorporates an implied depreciation rate from 
1976 through June 30, 1990. If the unadjusted balance is accepted, 
it implies that the tax depreciation rates are the depreciat ion 
rates included i n the initial rates and charges. If the adjusted 
balance is accepted, it implies that our rule rates were the rates 
included i n the initial rates and c harges. We believe that the 
policy described in the SAB is conservative and is especially 
useful in cases where a utility does not have dependable books and 
records. However, in this case, the utility has excellent, 
detailed p lant records. The depreciation schedules include a 
description of the plant, the year installed, the account number 
and the related accumulated depreciation . We believe that it is 
unlikely that the t ax depreciation rates were used to set the 
initial rates and charges for this utility. Never theless, there is 
no detail available which indicates what rate was used. Therefore, 
we believe that the adjusted accumulated depreciation balance is a 
reasonable estimate to include in rate base. 

A review o f Shadowrock's calculation indicates it is accurate 
except for two items of wastewater plant whic h appear to have been 
depreciated improperly. The first item is the 100 , 000 gpd plant. 
that was installed in December 1975 at a cost of $97, 058. The 
average life pursuant to Rule 25-30.140, Florida Administrative 
Codo, is 15 years. Because almost 15 years have elapsed since its 
installation, the plant should be almost fully depreciated . 
However, the utility shows an accumulated depreciation balance of 
only $59,852. We find that the accumulated depreciation shall be 
adjusted to reflect an accumulated balance of $93,823 on this 
plant, or an increase in depreciation of $33 ,971. 

Tho second inaccurate item is the contributed steel sewage 
plant installed in September 1981 at a cost of $ 205 , 650. The 
average life pursuant to Rule 25-30.140, Florida Administra t ive 
Code, is 15 years. Because almost 9 years have elapsud since its 
installation , the plant should be more than hal f depreciated. 
Howe ver, the utility shows an accumulated depreciation balance of 
$47,985 . We find that the accumulated depreciation shall be 
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adjus ted to reflect an accumulated balance of $119,963 on this 
plant, or an increase of $71,978. 

As we noted earlier in this Order, Commission policy is that 
when pro forma plant is included in rate base, accumulated 
depreciation on that plant should be increased by one year's 
depreciation. We find also that the accumulated depreciation shall 
bo incroasod for the test year depreciation on the adjustments made 
f or the test year expense items which were capital items . 
Ther efore , we find that accumulated depreciation shall be increased 
by $126 for tho pro forma water plant, $36 for the test year water 
plant additi ons , and $433 for the test year wa s :ewater plant 
additions . 

After averaging the test year changes, we find that the 
c orrect average test year balance is $191,163 for the water system 
and is $446,690 for the wastewater system. 

Contributions- i n-Aid-of-Construction CCIACl 

As ct June 30, 1990 the utility's accounts show w~ter CIAC in 
the amount of $623,158 and wastewater CIAC in the amount of 
$1 , 059 , 505. As discussed earlier in the section on plant-in
service , the utility does not have original documentatio n to 
support CI AC additions between 1975 and 1981. However , the utility 
had financial statements prepared in those years and the financial 
statement f or the year ended December 31, 1981 including a schedule 
of fixed assets and depreciation, plus tax returns, the trial 
balance, and individual plant components. The current records a r e 
wel l-maintained and the documents reflect the same balances. 
Because o f the state of the records and the fact the plant balances 
appear reasonable, we accept the December 31, 1981 balances as 
s hown i n the financial statement. This results in a 
December 31, 1981 CIAC - contributed property balance for the water 
system o ! $272,751 and for the wastewater system of $418,299. 

The utility records its contributed property and its cash 
collections in separate accounts . At June 30, 1990, the 
contributed property account for water and wastewater reconciles to 
tho fixed asset schedule reflecting the contributed property. The 
cash CIAC account at June 30, 1990 had a balance of $168,0 8 for 
tho water system and no balance for the wastewater system. The 
utility ' s tariff includes a $90 meter tap fee and a $700 plant 
connection fee ($175 for water and $525 for wastewater). The 
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tar iff also includes a $467 charge per unit for master ~etered 
structures. These charges were approved as part of the original 
tar if! in Hay 1975. Applying these charges to the 661 year-end 
customers and the 50 apartment units, results in a total cash CIAC 
of $545,540. 

Several invoices dated from 1976 through 1979, from the 
ut i lity to vari ous builders, charged less than $700 per connection. 
One i nvoice had a handwritten note "discount" for $300, from $790 
to $490 . Shadowrock extensively reviewed its records and found 
that some connections apparently did not pay the full service 
availability charge. Shadowrock prepared a schedule showing the 
number of connection by year and the service availability charges 
collected. Tho schedule indicated the amount of CIAC which should 
bo imputed to the utility because of these undercharges. 

However, this same documentation indicated (1) why the cash 
CIAC balance does not approximate the number of connections 
multiplied by the charge, and (2) why there is no cash CIAC balance 
in the wastewater system. A large portion of the cash CIAC 
received i n the years 1976 through 1986 was applied to plant 
addit ioalS . Based on the IRS rules which required CIAC to be spent 
o n plant or otherwise it would become taxable income, the utility 
transferred the cash CIAC to its "contributed plant" account . We 
agr ee that this is a reasonable method of accounting for the 
contributions and, as a result , only that amount under-co llected 
s hould be i mputed, whic h results in an increase of $10,250 to th~ 
water CIAC and a n increase of $30,750 to the wastewate r CIAC . 

During Sha dowrock's rec onciliation of cash CIAC to its generai 
ledger, it found three items incorrectly included as CIAC. The 
first two i tems were water bills charged to construction sites 
recorded in 1987 for $1,312 and in 1989 for $737. The third item 
is a $10 , 360 deposit on the service availability charges paid in 
oarly 1986 and recorded a second time when the balance was paid 
later i n the year. We find that these three items shall be remove d 
from t he test year balance of CIAC. 

Af ter i ncluding the imputed CIAC and the adjustments to remove 
the i ncorrect entries to CIAC, the adjusted balance of waste wate r 
CIAC is unders tated by the same amount as the water CIAC is 
overstated . Therefore , readjustment requires tha t $22, 023 must be 
reallocated from the water CIAC o the wastewater CIAC. 

2 3 9., 
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In the used and useful calculation discussed earlier i, the 
rate base section, we found that a margin reserve will be used in 
calculating tho amount of used and useful plant. Commission policy 
is that when a margin reserve is included i n a used and useful 
calculation , CIAC wi ll be imputed Pn the number of ERCs included in 
tho margin reserve . The product of the 81 ERCs included in the 
margin reserve and the $525 service availability charge results i n 
an imputation of $42,525. However, inclusion of the margin reserve 
adds o nly $33,033 to used and useful plant. We find that the 
imputation of CIAC should be limited to the additional plant 
included in rate base . Accordingly, $33,033 shall be imputed to 
the wastewater system. We find that CIAC shall not be imputed o n 
tho water system because the water treatment ":)lant is 100 percent 
used and useful without the marg1n reserve. Moreover, the 
utility • s lines are contributed plan t; therefore, the service 
availabi lity charges are applicable only to the treatment 
faciliti e s. Therefore , no CIAC shall be imputed for a margin 
r e serve in the water system . 

Those adjustments result in a year-end balance of CIAC of 
$598,978 i n the water system and $1,14 5 , 311 i n the wastewater 
system. Averaging tho test year additions results in an average 
water balance of $584, 537 and an average wastewater balance of 
$1 ,116,011 , which we find to be c orrect. 

Accymulatod Amortization o! CIAC 

Shadowrock's accounts as of June 30, 1990 included accumulated 
amortizat i on for water of $190,844 and for wastewater of $ 253,870 . 
Tho utility's calculation appears to be generally accurate . As 
discussed earlier under accumulated depreciation, we accepted the 
utility ' s adjusted test year balance. However, several adjustments 
should bo made which relate to the adjustments made to the CIAC 
account. 

Earlier in the section on CIAC, we decided that CIAC should be 
imputed for cash charges . Accumulated amortization should also be 
calculated on these additions. Using a composite depreciation rate 
of 3 . 88 percent for the water system and 4. 67 perce nt for the 
wastewater system, a nd based on the depreciation expense of the 
invested plant, we find that the accumulated amortization related 
to th~ i~putod CIAC is $15, 422 for the water system and is $21,447 
for tho wastewater system. 

I 

I 

I 
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We further find that the accumulated amortization related to 

tho other changes in CIAC ~hall be recognized. This results in a 
decrease to tho accumulated amortization account of $7,017 in the 

water system and an increase of $5 , 216 in the wastewater s y stem. 

We shall include these adjustments and, by averaging the test 

year changes, the adjustments result in an a verage test year 
balance ot $187,451 for the water system and $330,897 for the 
wastewater system. 

Working Caoital Allowance 

Using the formula method (one-eighth of operation and 

maintenance expenses) to calculate the working capital allowance, 
we find that tho appropriate amount of working capital to included 

in rate base is $8,215 for the water system and $15,986 for the 
wastewater system. 

Test Xoar Rate Base 

After incorporating all adjustments , we find that the a ve r age 
test year rate base is $120,066 for the wate r system and $122,550 

for the wastewater s ystem . 

COST OF CAPITAl, 

Our calculation ot the appropriate cost of capital , including 
our adjustments, is depicted on Schedule No . 2-A , attached to this 

Order. Those adjustments which are self-explanatory or which are 

ecsontially mechanic al in nature are r eflected on that schedule 

wi thout further discussion in the body of this Order. 

Shadowrock had three issues of debt outstanding at the end of 
tho test year, all payable to Coast Federal. These three notes had 
a year-end balance of $878,034 and an average test year balance of 

$889,620. The utility ' s books also showed $100 , 39 6 in i nterest 
e xpa ns e for the test year. In addition to the interest expense, 

tho utility is amortizing $18,634 i n prepaid loan costs. The test 
year amortization was $2,881. Commission policy is to include the 

amortization of prepaid loan costs as part of the interest expense 
and allow a n increase i n the interest rate related to the debt . 
Tho i nterest plus amortization equals $103,277. Whe n this total 
interest expense is compared to the average debt of $889,620, it 
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results in an effective interest rate of 11.61 percent. Therefore , 
wo find that the interest rate for the long-term debt ~s 

appropriately set at 11 . 61 perce nt. 

Cost Rate for Customer De posits 

Tho utility ' s books shows a beginning balance o f c ustome r 
deposits of $ 3 , 783 a nd an ending balance of $4,724, for an average 
toot year balance of $4,254. The utility records i ndicate that the 
cost rate for customer deposits is 6 percent. Rule 25-30.311(4), 
Florida Adm i n istrative Code , requires utilities to pay 8 percent 
interest on customer deposits. Therefore, we find the inter est 
rate to include in the capital structure for these d eposits is 8 
percent . 

Return on Equity 

I 

At the end of the test year , Shadowrock had a $250 balance in 
common s tock , a $1,165,188 balance in paid- i n capital and a I 
negative retained earnings and adjustment account of $1,642 ,948. 
Commission policy is to include a zero equity balance when the 
negative retained ear1 ings is l arger than investment through stock . 
Accordingly, we find that a zero equity balance is correct for the 
test year. Since the utility does not have an equity ba l a nce , no 
return on equity need be established. 

overall Rate of Return 

Considering all adjustments , the appropriate overal l cost of 
capital is calculated by using the utility's capital structure with 
each item reconciled to rate base on a pro rata basis. According 
to our calculations , we find that Shadowrock ' s ove rall cost of 
capital of 11 . 59 pe rce nt. 

NET OPERATING INCOME 

our calculat ion of net operating income for the water system 
is depicted on Schedule No. 3-A a nd for the was tewater system is 
depicted on Schedule No. 3 - B. our adjustments are i temized on 
Schedule No . J-C . Those adjustments which are self -explanatory or 
which aro essentially mechanical i n nature a r e r eflected on those 
schedules without further d iscussion in the body of this Order . 
Tho major adjustments a re discussed bel ow. 

I 
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Operation and Maintenance Expenses CO & Ml 

Operati on and maintenance expenses reflected in the utility ' s 
records were traced to invoices and test year canceled c hecks for 
ve rificat i on of the appropriate account, amount, and 
reasonableness . 

1) Chemicals Shadowrock uses gas chlorine to disinfect its water 
and wastewater treatment facilities. The amount used during the 
test year is reasonable and is accepted . However, the utility 
charged all c hemical expense to the water system. The utility does 
not h ave records that indicate what expense should have been 
charged to the wastewater system . Based on discussions with the 
utility, we f~nd that 50 percent of the expense should be 
transferred from the water system to the wastewater system , which 
allows an exp nse of $1,169 in each system, for total expenses of 
$2 , 338. 

2) Office Supplies and Eauioment The utility incurred office 
supply expense of $981 in the water system and $762 j n the 
wastewater oy stem . On May 23, 1990, Shadowrock entered into a new 
contract with its contract opera tor whe reby the operator will bill 
Shadowrock. $250 a month for office costs. We find that this 
expense ~hould be div i ded between water and was tewater and should 
be increased to reflect the new contract rate, which results in an 
increase of $518 to the water expense and of $738 to the wastewa~er 
expense . 

3) Contr actual Services The test year contractual services expense 
was $11,212 for the water system a nd $ll,Z12 for the was tewater 
system . Sha dowrock has a contract with East Coast American 
Utilities , Inc. (Eas t Coast) to operate and service the water and 
wastcwuter plants and l i ft s tations, to be responsible f o r 
furnishing a 24-hour telephone answering service , and to provide a 
sorvico r epresentat i ve on standby call. The current contract 
dotailc tho s rvices included for the following payments: 

1 ) 
2) 
J) 
4) 
5) 

$4, 000 per month for operation and maintenance services , 
$725 per quarter for the quarterly bi l ling of customers, 
$2 50 per month for office costs, 
$.85 per me t er f or each meter read, 
miscellaneous service charges (discussed later 
i n this Order), and 
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6) reimbursement for the printing of billing 
statements, envelopes and stationary. 

We were i nitially concerned with what appeared to be h igh t est 
yoar payments involved with t he East Coast contract. The tes t year 
oxponsos i ncl ude payments to East Coast in the amount of $53,848 
from tho water system and $32,423 from the was tewater system. 
Howover, when these payments are split between operation expense 
and maintenance expense, t he operation portion of the expense does 
not appear so h i gh. The operation expense paid to East Coast 
totals $23 ,944 for the water system and $24,748 for the wastewater 
system. 

I 

We were also concerned with the even highe~ payments i nvolved 
with the new contract. The largest increase in the new contract is 
the monthly charge for operation. Shadowrock also expressed 
concern over the monthly charge for operation of the facilities. 
How ver, Shadowrock contacted several contract operators and could 
not find another willing to provide the required c ontract services I 
at a lower rate. 

Previous to the current contract, the utility was paying 
$1,675 per month for operation and maintenance services ; the new 
rate is $4,000 per month . East Coast attributes its high rate to 
additional staffing time at the wastewater treatment plant required 
by a rulo of the Jacksonville Environmental Protection Board. The 
plant is classified by the City of Jacksonvi lle as a " regional 
sewage treatment facili ty." Although the facility had a treatment 
capacity of 450,000 qpd, the rule requ i res it to be operated in 
accordance with the DER staff i ng requirements for a facility with 
a capacity greater than one million gallons per day . This 
increases the staffing time to 6 hours per day for 5 days per week, 
with 1 weekend v isit. Normally, staffing for a plant of this size 
would be tor 3 hours per day for 5 days per week , with 1 weekend 
visit. 

When all the related expenses are considered, such as salary , 
insurance, taxes a nd vehicle e xpense, it appears t hat the utility 
prudently negotiated the contract . Therefore, we find that the 
test year expense s hould be adjusted to i nclude the increased rate . 
Becaus the staffing time is the primary basis for the monthly 
charge and is significantly highe r for wastewater than water , we 
find that the monthly charge should be allocated betwuen water and 
wastewater based on the staffing time , which results in an annual I 
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expense or $1 2 ,000 for the water system and $36, ooo for the 
wastewate r system, an increase of $788 to contractual services in 
the water system a nd $24,788 in the wastewater system. 

Duri ng tho test year, Shddowrock charged lab testing fees to 
the contractual services account. The above adjustment increases 
the expense to a level which recognizes the current contract for 
oper ator serv ices . Thus, the expense should be further increased 
to i nclude the lab testi ng fees of $8,400. We find that the net 
effect of our adjustments results in a tota l contractual services 
expense of $16,200 for the water system and $40,200 for the 
wastewater system . 

4) Repairs - Water Mains During the test year Shadowrock charge d 
$21,187 to this expense account. Two of the . terns appear to be 
capital items, not expenses . The first is an invoice from East 
Coast for $1 , 368 t hat desc ribes the work as "replacement of skimmer 
line a nd trough, welded steel converted f rom contact stabilization 
to extende d aeration , and repaired walkway ." This was for work 
done to the wastewater plant. Therefore, this expense shall be 
transferred f r om the water s ystem to the wastewater system. 
Because this work is pri marily a long-term improvement to the 
treatment plant, we find that i t should not be expensed, but should 
be capitalized. 

The second capital item is a $18,711 invoice for major r e pair 
work done at the wastewater plant. The blower broke, the plant 
became septic , and the manholes sunk and ha d t o be r e paired t o 
keep the plant operating. Therefore, we find that this $18 , 711 
expendit ure s hall be capitalized and be d epreciated over the 
remain ing lifo of the p lant. 

During the test year , Shadowrock incurred a $494 no nrecurring 
expense to repair damage because of a severe freeze. After 
remov i ng the two capital invoices and the non-recurring amount , we 
find the balance of this expense is reduced to $614, which is 
reasonable and will be included in the test year expenses. 

5) Repair - Collection System The test year balance for this 
account was $5 ,93 5 , which included two journal e ntries posted to 
the wrong acc ount. The two entries reduced the e xpe nse by $692 in 
an attempt to reclassify legal and accounting fees from the outside 
serv ices account to the proper account. We find that the repair 
account shn ll be increased to its original level and the 
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reclassification be properly recorded in the outside services 
account . Further, in the following discussion, we conclude that 
the repair account should be increased t o record the amortizatiotl 
of t he maintenance of the ponds . This results is an increase of 
$642 to thls account and results in a total allowed expense of 
$7,269. 

6) outside Services The outside services expense for the test year 
was $12, 633 i n the water system and $34, 693 in the wastewater 
system. T .e water e xpense i ncludes $1 , 950 for the manager, $7,500 
for the administrative fee, $3,152 to East Coast and $31 in fees to 
tho Law Firm of CUlverhouse a nd Botts. The wastewater expense 
includes the same charges f or the manager and administrat i ve fee, 
$2,042 to East coast, $238 in legal fees, $4 55 in accounting fees, 
$1,062 in engineering fees, $21, 402 to C&J Const~ction, and $45 in 
fees to Culverhouse and Botts. The manager's fee is $300 pe r 
month. However , the test year expense includes a n expense for 13 
months. We reduce the expense to a 12 month charge, which 
decreases the total expense by $300, or $150 for each system. 

The administrative fee is partially included in this a ccount 
and partially i nc lude d in another account labeled "administrative 
foe ." We fi nd that the administrative fee should be removed from 
t ho o utside services account so the entire yearly e xpense can be 
examined in one account. This results in a r educ tion to the 
expense by $7,500 for both t he water and wastewater system. We 
fi nd that these two adjustments plus the reclassification of the 
engineering fees, discussed immediately below, result in an 
appropriate outside services expense for the water system of 
$6,131. 

Tho wastewater expense i nc ludes one invoice which warrants 
further discussion. This invoice is for $21 ,402 to C&J Utilities 
Construction for the clearing of pe rcolation ponds . There is 
another rela ted invoice in a wastewater maintenance account for 
$4,548. These two i nvoices tota l $25,950. The ponds had not been 
properly maintained for many years and the y were overgrown . If the 
utility had been continuously maintaining the ponds , the test year 
e xpense would h a ve been lower . Howe ve r, the utility would have 
boon i ncurrinq the yearly mai nte nance expense in prior years. 
Therefore, we believe this is a charqe that has been defe rred from 
previous years. We believe the expense is reasonable , but i t 
should be amortized over five years. The portion expensed in 
outaido services shall be moved to the maintenance account, whereby 

I 

I 

I 
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tho outside services expense will be reduced by $21,402. The 
wastewater maintenance expense currently includes the $4,548 
expense. Therefore, we conclude that the maintenance expense shall 
be increased by $642, which i ncr ases the total expense to $5,190, 
or one-fifth of the total of the pond clearing i nvoices . We find 
that this adjustment, along with the reclassification from other 
O'H accounts, results in a wastewater expense of $4,949. 

We further conclude that two additional pro forma items should 
bo consid red in the outside services expenses. The first is an 
invoice for $170 received after the test year for two hours of 
engineering work performed during the test year, related to the 
plant deficiencies. The $170 is a reasonable and necessary cost 
and is allowed. The second item is a $6,570 estimate for mowing 
the grass around the percolation ponds. While t h e utility spent a 
large sum of r:2oney on rehabilitating the ponds during the test 
year, this recent estimat is for future, recurring maintenance of 
the ponds . We find that the expenses should be increased to allow 
for future periodic maintenance of the ponds. Therefore, we find 
that tho e xpense should be i ncreased to $11,689 to allow these pro 
forma itecs. 

7) Telephone Tho test year expense for telephone was $414 for the 
water system and $449 for the wastewater system. However , around 
Juno of 1990 , the operating company added a telephone at the 
wastewater treatment plant. We allow this expense for the 
additional phone line. Shadowrock estimates the annual expense to 
bo $1,454, which is reasonable. Accordingly, we find that the 
water expense shall be i ncreased by $J1J and the wastewater expense 
shall be increased by $278. 

8) Quarterly Billing The test year expense for quarterly b illing 
was $4,595 for the water system and $4,465 for the wastewater 
system. The current contract with East Coast states that the 
service company shall charge $725 per quarter for the billing of 
customers and $.85 for each meter read at the end of each quarter. 
For 661 customers, this results in a yearly expense of $5 , 147. 
During the test year, the utility allocated the expense evenly 
between water and wastewater. Because the meter readings are used 
to determine the wate r a nd wastewater bills, we find the allocation 
is reasonable. Therefore, we find that the expense shall be 
adjuote~ to reflect the new contract. This results in a reduction 
to the water expense of $2 , 021 and to the wastewater expense of 
$1,891, for a total expense of $5 , 145. 

247., 
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9) Repairs - Treatment Plant The test year expense for this 
account was $5,546 in the water system and $4,364 in the wastewater 
system. However, one invoice for $2,884 appears to be a capital 
item. The invoice s tates that it is a new 3/4 inch PVC pipe to the 
chlorinator. The utility has split this invoice evenly between 
water and wastewater. Therefore, we find that expenses should be 
reduced by $2,884 for this item, which results in an adjusted 
expense o f $4,103 in the water system and $2,922 in the wastewater 
system. 

I 

After the test year, Shadowrock h i red an individual to haul 
debris off part of the uti l ity's land. Because of the remote 
location of the s ubject site, local residents and builders have 
u sed the area as an unapproved dumping site. The recent cost to 
clear the area was $4,135. This was based on 32 hours of work 
utilizing a truck, backhoe, and loader . We find th~t the utility 
should be allowed to recover this expense but that it should be 
recovered over a 4 year amortization period and be divided between 
the water and wastewater systems . Accordingly , this results in a I 
$517 expense reduction to each system. 

Shadowrock will incur another major expense after the test 
year thc t should be considered. Shadowrock needs to sandblast and 
paint tho exterior surfaces of its well and tanks at an estimat ed 
cost of $4,393 . We find that this is a reasonable and necessary 
cost and that it should be amortized over a 5 year pe riod. 
Shadowrock has already completed this work and we find that it is 
satisfactory. Inc luding one-fifth of this expense results i n an 
increase of $879 . We find that these adjustments result in a total 
expense of $5, 500 in the water system and $3,439 in the wastewater 
system. 

10) Administrative Fee The test year expense for this account was 
$8,100 in both the water and wastewater systems. In our discussion 
above rega rding contractual services, we decided that $7, 500 should 
be reclassit' led from the contractual services account to the 
administrative fee account, which results in an administrative fee 
balance ot $15 ,600 for the test year. This expense is a monthly 
c ha rge by Mode , I nc. (Mode ) for services rende red to Shadowrock . 
Mode manages approximately 20 entities and allocates its yearly 
expenses among those entities. In 1989, Mode charged Shadowrock 
$2, 500 per month. The fee for 1990 is $2,700 per month. The two 
primary tas ks performed by Mode for Shadowrock are the paying of 
invoices and maintaining the general ledger. During the test year, I 
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Mode issued approximately 200 checks. These checks required 
approximately 600 entries to distribute these payments to the 
proper accounts. Because many of the checks were to East Coast , a 
typical c heck was distributed to numerous accounts for the various 
duties performed by East Coast. Mode is also responsible for 
recording the billing, daily cash collections, and various customer 
activity. It also provides various financial functions , such as 
financing, insurance and computer services . 

Initially there was concern that the monthly charge appeared 
high. However, after review of the calculations that determined 
the allocation, the allocation appears to be correct. We find that 
this expense should be allowed to encourage the utility to improve 
the level of communication s between the various "managing " levels 
involved with the operation of Shadowrock . Alt~ough the Commission 
has not had any problems with the u t ility, Mode, or any persons 
involved with this case, we believe the various levels of operation 
are not coordinated as well as they should be. 

During the test year, the utility had a part- time manager who 
resided in the general area, the service company (East Coast), and 
Mode, in Tampa. Each of these performs certain duties. However, 
it appea=s that no singl e individual is taking an active role in 
overseeing the "big picture ." We have already d iscussed that the 
plant and the ponds had not been regularly maintained and now need 
major maintenance. While in the long-run , the cost of the catch-up 
maintenance is approximately e qual to what the utility would have 
paid in yearly maintenance costs , we do not believe it is good 
management to wait until a problem is out of control before it is 
corrected. We believe t hat this is another factor why the utility 
was given a cease and desist citation by the Department of Health, 
Welfare & Bio-Environmental Services (BESD) . Although many of the 
items listed i n the citation are not in themselves major , the 
quantity of minor items indicate that no single person has been 
effectively monitoring the operations of the utility. In recent 
months, Mode has been reviewing the operations of the utility and 
has begun considering changes . We believe that Mode fully 
understands tho extent of the communications problem and is working 
to c orrect tho situation. Therefore , while the administrative fee 
dppears high, it appears to us that it is a reasonable cost for 
Modo to perform the accounting funct ion , provide various financial 
functions, and oversee the utility operations. We, therefore, 
conclude that the test year expense should be increased to allow 

249 
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the new contract rate of $2,700 per month, resulting in an increase 
of $600 to each system. 

11) Le9Al Fees The test year balance of this account is $256 for 
tho water system and $8,377 for the wastewater system. The water 
oxponse appears reasonable and no adjustment is necessary . 
However, tho wastewater expense includes $8,125 in legal fees to 
address the cease and desist citati~n issued by BESD on October 30, 
1989. The citation lists 6 violations, with many of the violations 
consisting of several parts. In summary, the violations are: 1) 
wastewater effluent standards exceeding standards, 2) failure to 
enclos the facility within a fence, 3) failure to properly 
maintain the percolation ponds , 4) violation of various monitoring 
requirements, 5) failure to provide adequate staffing for a 
regional wastewater facility, and 6) failure to submit monthly 
operating reports. While some of the v iolation3 may be minor, the 
sheer quantity of the violations is t r oubling. The utility states 

I 

that it had no knowledge of the violations until the cease and 
desist citation was issued. However , the utility response to BESD I 
states that notices of the violations had been delivered to East 
Coast. Tho utility appears to be drawing an unwarranted 
distinction between itself and its contract operator. We find that 
notice of the violations shall be imputed to the utility, effective 
upon rece i pt by Eas Coast , although the utility did not receive 
actual notice from either East Coast or BESD . 

Wo boliove that this lack of communication regarding the 
notice is a nother example of poor communications between the 
various levels of operations. We believe that the utility 
consists of three levels of management: the part-time manager, East 
Coast, and Mode (in Tampa). If one of the three fails to properly 
perfortll its responsibilities, then the utility has fail e d t o 
perform that responsibility. Because the utility incurred $8 , 125 
in legal fees due to its failure to operate according to the rules 
ot BESD, we also do not believe that the ratepayers should pay for 
the utility ' s error. 

We note that the invoices supporting the $8,377 in legal fees 
include a listing of meetings, telephone calls, research and 
preparation of responses, but they do not detail the specific t asks 
or how much time was spent on each task, or what rates were 
charged. Shadowrock is a sister company to South Broward Utility, 
Inc . which recently completed a rate case before this Commission. 

1 Order No. 22844, issued April 23, 1990, criticized the lack of 
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detail in tho rate case expense for that case, and the rate case 
expense was reduced by $10,000 to reflect the overall insufficient 
detail of the accounting and legal fees were imprudently accepted 
by that utility. Considering the circumstances in this case, we 
find that the legal fees i n Shadowrock's wastewater system s hall be 
reduced by $8,125 to delete the fees i ncurred because of the BESD 
citation. Along with the r eclassification from other accounts, 
this results in an allowed legal expense of $252. 

12) Regulatory Commission Expense The test year balance in this 
account was $3,122 in the water system and $1,901 in the wastewater 
system . The majority of these two accounts is payment to this 
Commission for regulatory assessment fees (RAF) . We find that this 
expense shall be reduced and the RAF payments must be reclassified 
to "taxe s other than income ." The remainder of the expense is a 
payment for $1,148 to Waitz and Frye for engireering services in 
response to the cease and desist citation . Because most of the 
coaso and desist citation addresses t he wastewater facilities, we 
conclude that this item shall be reclassified from water t o 
wastewater. Although the legal fees related to the citation have 
been disallowed, the engineering fees related to the citation will 
be included 1n expenses. The utility would not have incurred the 
legal fees if the utility had not received the citation , but the 
engineeri~g fees were related to problems which needed to be fixed 
at the plant in a ny case. Therefore, we find that the engineering 
foes shall be included in expenses, but should be reclassified to 
the contractual services account . 

After the test year, the utility was invoiced for $467 . 50 for 
5-1/2 hours spent by the engineer for r ate case expense. This was 
for his time spent talking with Commission s taff and preparing 
responses to the staff investigation . We will allow this expense. 
In addition, after the t est year, the utility paid an $1,800 f iling 
fcc for this case . Thls item shall also be included in regulatory 
commission expense. 

In accordance with Section 367.0816 , Florida Statutes, the 
rate case expense shall be amortized over 4 years . The expense 
shall be split equally between water a nd wastewater . We find that 
this results in an expense o f $283 for each of the two systems . 

1 3) Bank Charges The tes t year expense for bank charg~s was $231 
for both the water and wastewater systems. $206 i n each system was 
for a late payment penalty. Following our policy of disallowing 



,---
252 

ORDER NO. 24 224 
DOCKET NO. 900565-WS 
PAGE 26 

all fines and penalties, we find the appropriate balance in this 
account to be $25 for each system . 

PeDreciatioo Expense 

I 

The utility 's accounts i ncluded water depreciation expense of 
$17,520 and wastewater depreciation expense of $48,318. Using the 
rdtes prescribed by Chapter 25-30.140 , Florida Administrative Code, 
we calculated depreciatio n on the adjusted test year plant in the 
amount of $24,493 for the water system and $55,634 for the 
wastewater system. We find that the test year expense shall be 
increased by $7,099 in the water system and $7,316 in the 
wast water system. The rule rates applied to the pro forma plant 
add an additional $126 in t he water system. Using the same rates , 
the amortization of CIAC property totals $14, 22 1 for the water 
system and $42,429 for the wastewater system. The amortization 
expense included in Shadowrock ' s accounts was $9 ,4 24 for the water 
system and $34 , 973 for the wastewater system . Therefore, we find 
hat the amortization on CIAC property should be increased by I 

$4,797 for the water system and $7,456 for the wastewate r system . 

We find that the used and useful percentage be applied to the 
depreciation expense related to the wastewater plant, which results 
in a reduction to t he depr ciation expense of $8 , 174 . This 
adjustment is based on an adjustment to the total non-used and 
use!ul plant for $15,492 minus $7,318 to deduct the portion 
attributable to contributed plant. 

We find that the amortization related to the imputed cash CIAC 
shall be included in depreciation expense . Shadowrock ' s trial 
balance i ncludes an amortization expense of $9,513 for the water 
system and a negative amortizat ion expense of $3,737 for the 
wastewater system. our calculation results in an amortization 
expense of $7,158 for the water system a nd $2,728 for the 
wastewater system . Therefore, we find that the amortization o~ 
cash CIAC shall be reduced by $2, 355 in the water system and 
increased by $6,465 in the wastewater s ystem . 

We further conclude that the depreciation expense shall be 
adjusted for the prepaid CIAC and t he imputed CIAC on the margin 
reserve. This resulta in an incr ease to the water expense of 
$1,661 and an increase to the wastewater expense of $2,572 . 

I 
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Bas ed on these adjustments , we find that the appropriate 
depreciation expense to be included in the revenue requirement is 
$5 ,027 for tho water system and is $4,875 for the wastewater 
system . 

Taxes Other Tha n Income Taxes 

During the test year the utility charged $32 , 538 in expe nses 
for taxes other than income. The expense was for persona l property 
tax, real estate tax, intangible tax, a nd a OER Water Pollution 
tax. 

Wo find tho intangible tax of $1,058 is reasonable and s hal l 
bo divided ovonly between water and wastewater. 

Tho personal property t a x paid during the test year was 
$25 , 286. If the utility had paid the tax in November, the amount 
would have been $25 , 02 5 . It is prudent management to pay the 
lowest cost . Therefore, this expense s hall be reduced by $ 26 1 and 
s hall be allocated to the water and wastewater system based on the 
utility plant in service balance at the end of the test year . This 
results in property tax of $8,860 for the water system and $16,166 
for tho wastewater system . 

The real estate tax paid during the test year was $2 , 994. 
Like the personal property taxes, the utility did not pay these 
bills at their lowest amounts . Therefore, this expense shall be 
reduced by $30 to reflect the lost discount. The utility received 
three real estate tax bills. Two of the bill s were for the two 
percolation pond sites. The third bill was for t he water and 
wastewater plant sites. The third bill shall be allocated be tween 
the water and wastewater system based on the acreage of the utility 
p lant sitos. This bill is for $1 , 176. The water plant s ite is 
6 . 98 acres and the wastewater plant site is 2 . 09 acres , which 
results in $906 being allocated to the water system and $270 t o be 
allocat ed to tho wastewater system . The three bil l s result in a 
total expense of $906 for the water system and $ 2 , 056 f o r the 
wastewater system. 

Earlier i n the used and useful portion of this Orde r, we held 
that a portion of the water plant site was non-utility property . 
Th e real estate tax r e lated to that part of the land shall be 
removed from expenses . The portion related to non-utility plant 
waa 70 percent of the entire p arcel, therefore , we determine that 
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$634 s hall be remove d from taxes other than income. We also found 
that one of the percolation pond sites will be classified as plant 
held for future use. The tax related to that pond site shall also 
be removed from expenses. We ca culate that these adjustments 
result i n a reduction of $731 . 

Tho utility pa i d $3,200 to the City of Jacksonvi lle for a one
time Water Pollution tax. This is a non-recurring item that should 
be amortizcJ over a 4 year period, resulting in a n allowe d yearly 
expense of saoo . 

In our d iscussion of O&M expenses, we reclassified the RAFs 
from O&M expenses to taxes other than i nc ome. Ho wever, the test 
year expense does not represent 4. 5 percent of the revenues . 
Therefore, we hereby adjust the expense to r eflect the higher t a x 
percentage. By our calculation, this results i n a test year 
expense ot $3 , 064 for the water system and $4 , 09 € for the 
wastewater system . 

Based on those components of taxes other than income , we 
conclude that the test year taxes other than income are $ 12 ,726 for 
tho water s ystem and S22,916 for the wastewater system. 

Income Tax Expense 

Shadowrock Utilities , Inc. is a Subchapter S corporation. No 
income tax expense should be included in the rates of a Subchapter 
S corporation as the corporation, as an e ntity, does not pa y income 
t a xes . The refore, we find that the income t ax expense for 
Shadowrock should be zero. 

Tes t Year Operating L9ss 

Based on the previous adjustments, we fi nd that the tes t year 
operating loss is $15 ,382 for the wate r syste m and $ 64, 655 for the 
wastewater system . 

REVENVE REQUIREMENTS 

Tho annual revenues required as a result of the adjustments 
discussed above are $98 ,770 for the wate r system and $173 , 604 for 
tho wast~water system. This wil l allow the utility the opportunity 
t o recover its e xpe nses of $84,851 in the water s ystem and $1 59 , 397 

I 

I 
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in the wastewater system and an opportunity to earn an 11.59 
percent return on its investment i n rate base. 

BATES ANP CHhRGES 

Our approved rates are designed to allow Shadowrock to recover 
its approved revenue requirements. The utility ' s current rates are 
on a quarterly bas i s and the wate r base charge includes a minimum 
usage ot 18 ,000 gallons per quarter . Half of the test year bills 
never exceeded the minimum usage. The wastewater rate is a flat 
rate. Flat rates and the i nclusion of a high minimum usage in the 
base rate are not conducive to conservation. We considered 
changi ng tho utility to bi-monthly billing; however , most of the 
c ustomers who attended tho customer meeting preferre d the qua rte rly 
billi ng. Therefore, quarterly billing s hall be continued. 

We find, however, that the u tility snall employ the base 
facility/gallonage charge rate structure. This rate s tructure has 
been used by the Commi ssion for many years and establis hes a fixed 
charge tor each c ustomer which recovers a proportionate s ha r e of 
fixed operating costs and a variable gallonage charge which 
recovers t he variable costs o f providing the treated water o r 
wastew tor treatment. 

We find the following rates to be fair , j ust and r easonable . 
Schedules of the existing rat es and our approved rates are shown 
below for comparison: 

Mgter Size 

5/8 11 X 3 /4 11 

l" 
1-l/2" 

2" 
3 " 
4 " 
6" 

WATER 

OUARTERL'i BATES 

Residential 

Existing Rates 

Mi n . Usag e 

18 , 000 
30 , 000 
60,000 
96,000 

180 , 000 
300 ,000 
600 , 000 

$ 15. 95 
26 . 59 
53 . 17 
85.08 

1 59 . 52 
265.86 
531.74 
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Gallonage Charge 
Per 11 000 gallons 

over minimum 

Base Facility Charge 

Meter Size 

5/8 11 X 3/4 11 

1" 
1-1/2" 

2 " 
3" 
4 " 
6 " 

Go llom~qe Charge 
Per 1 , 000 gallons 

$ 0.80 

Residential 

Commission Approyed 

$ 11.74 
29.36 
58.72 
93.95 

187.91 
293.60 
587.21 

$ 0.94 

General Service 

Meter Size 

5/8 11 X 3/4 " 
1 " 

1-1/2" 
2 " 
3 " 
4 " 
6 " 

Gallonage Charge 
Per 1 , 000 gallons 

over minimum 

Existing Rates 

Min. Usage 

18 , 0 00 
30 , 000 
60,000 
96 , 000 

180 , 000 
300 , 000 
600 , 000 

$ 20.72 
34 . 53 
69.07 

110 . 49 
207. 19 
345.30 
690.57 

$ 1. 04 

I 

I 

I 
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Base Facility Charge 

Meter Size 

5/811 X 3/4" 
1" 

1-1/2" 
2 " 
3" 
4" 
6" 

~Dll!2DD9~ Charge 
Per 1,000 gallons 

General Service 

Commission Approved 

$ 11.74 
29.36 
58.72 
93.95 

187.91 
293 . 60 
587 .21 

$ 0.94 

Multiple owelliog service 

Existiog Rates 

Minimum Charge : Each meter times $10.61 times the 
number of units 

Each meter times 18 , 000 gallons times number of units = 
minimum consumption 

Excess Charge: Gallons over minimum consumption 
• $.76 per 1 , 000 gallons 

Commissioo Approved 

The general service rates shall applied to multiple dwelling 
cust omers. 

257 
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Bose Facility Charge 

All Meter Sizes 

Gallonage Charge 

WASTEWATER 

QUARTERLY RATES 

Residential 

Per 1,000 gallons 
(30,000 gal. maximum) 

General Service 

a~~~ f~as;c11itv Charge 

~r Size 

5/8 11 X 3/4 11 
111 

1-1/211 
211 
311 
4" 
6" 

~Al1S2DA9~ Charge 
Per 1,000 gallons 
(No maximum) 

Existing 
Rates 

$ 35 . 26 

Flat Rate 

Existing 
Rates 

218.28\ of 
water bill 

II 

II 

II 

II 

II 

II 

Mult i ple Dwelling Service 

Current Rate: $23.51 times tho number of uni t s 

Commission 
Approved 

$ 33 . 22 

$ 2 . 50 

~ornrnissiQn 
ApprQved 

$ 33.22 
83.04 

166 . 08 
265.72 
531.45 
830 . 39 

1,660 . 78 

$ 2.99 

Commission Approved : The genera 1 service rates sha 11 be 
applied to multiple dwelling service. 

Previously , the general service c ustomer (the apartment 
complex), was billed at the residential base facility charge times 
the number of units. Under the pproved rates , the apartment 

I 

I 

I 
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complex will be billed based on the meter size using the general 
service rates, which is standard procedure for billing general 
service customers . 

These approved rates shall become effective for meters read on 
or after JO days from the stamped approval date on the revised 
tariff sheets. The tariff sheets will be approved upon staff's 
verification that the tariffs are consistent with this decision and 
the proposed customer notice is adequate. 

Rates After Amortization of Rate Case Expenses 

The rate case expense incurred by the utility for this was the 
$1,800 filing fee, plus engineering costs totalling $467. 50 . 
Following the r e quirements of Section 367 . 0816, Florida Statutes, 
tho appropriate recovery period for this fe~ is 4 years, which 
allows the utility to recover through its rates approximately $283 
per year per system . This revenue recovery grossed up to account 
for RAFs results in an annual revenue of $296 ($283 x 1 . 045) per 
system . Therefore , at the end of four years, the utility ' s rates 
for water and wastewater should be reduced by $296 annually. Based 
on the existing circumstances, the effect of this rate reduction is 
an $.11 reduction in the utility ' s water base facility charge and 
an $.11 reduction in the utility's wastewater gallonage charge. 
Shadowro=k shall file revised tariff s heets no later than one month 
prior to the actual date of the required rate reduction. It shall 
also file a proposed customer letter setting forth the lower rates 
and the reason for the reduction. If the utility files this 
reduction i n conjunction with a price index or pass-through rate 
adjustment , separate data shall be filed ror the price index and/or 
pass-through i ncrease or decrease and the reduction in the rates 
due to the amortized rate case expense . 

Miscellaneous Service Charges 

Currently, the utility ' s tariff includes a reconnection charge 
of $5.00 a nd an after hours reconnection charge of $10.00. 
Miscellaneous service charges are designed to provide revenues for 
services other than the direct provision of potable water and 
wastewater collection and treatment. These charges are designed t o 
more accurately defray the costs associated with each service and 
place the responsibility for the cost on the persons creating it 
rather than the ratepayers as a group. The four types of 
miscellaneous service charges are as follows: 
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(1) Init i al Connection: This charge is levied for service 
initiation at a location where service did not exist previousl y. 

(2) Normal Reconnection : This charge is levied for tra.tsfer 
of service to a new customer account at a previously served 
location, or reconnection of service following a customer requested 
disconnection. 

(3) Violation Reconnection: This charge is to be levied 
prior to reconnection of an existing customer after disconnection 
of service "for cause" according to Rule 25-30. 320 ( 2) , Florida 
Administrative Code, including a delinque ncy in bill payment. 
(Actual cost is limited to direc t labor and equipment rental.) 

(4) Premises Visit Charge Cin lieu of disconnection): This 
charge is levied when a service representative visits a premises 
tor the purpose of discontinuing service for nonpayment of a due 

I 

and collectible bill, but does not discontinue service because the 
customer pays the service representative or otherwise makes I 
satisfactory arrangements to pay the bill. 

We find the following miscellaneous service charges to be 
fair, just , and reasonable. 

( 1) 

Initial Connection: 
Normal Reconncction 
Violation Reconnection 
Pr mises Visit (in lieu 

disconnection) 

WATER 

$15.00 
$15.00 
$15 .00 

of 
$10. 00 

WASTEWAIE.B 

$15.00 
$15 . 00 
Actual Cost<'> 

$10 . 00 

Actual Cost for a wastewater violation reconnection is 
limited to materials and equipment rental. 

When both water and wastewater services are provided, only one 
c harge is appropriate unless circumstances beyond the control of 
the uti l ity require multiple actions. 

Service Availability Charges 

Shadowrock's current tariff includes a water system tapping 
faa of $90.00 and a water system plant connection charge of 

I 
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$175.00. The current wastewater system plant connection charge is 

$525. 

Rule 25-30.580, Florida Administrative Code, states that: 

( 1) A utility 's service availability policy shall be 
designed in accordance with the following guidelines: 

(a) The maximum amount of contributions-in-aid-of-
cons truction, net of amor~ization, should not 
exceed 75t of the total origi nal cost, net of 
accumulated depreciation, of the utility's 
facilities and plant when the facilities and 
plant are at their designed capacity; and 

(b) The min imum amount of contributions-in-aid-of
c onstruction should not be less tht n the 
percentage of such facilities and plant that 
i~ represented by the water transmission and 
distribution and sewage collection systems . 

currently , the uti l ity is 80 percent contributed in the wate r 

system and 86 percent contri buted in the wastewater system. We 

believe tha t a largo portion of this high contribution level is 

because the utility has received a high level of contributed 

property. We do not believe that the contribution level is 

i ntolerably high under the circumstances of this case. Our 

calculations :Jhow over the next five years, with the current 

service availability charges and with no additional plant 

i nvestment, tho utility wi ll stay near the current contri bution 

levels . We also believe that during the normal course of busines s 

over the next tow years, the utility will need to add a few 

improvements to bot h systems . These small increases will bring the 

contributio n levels down to approximately 75 percent. We are 

curr ntly unaware of any plans for major plant e xpansions or 

additions . If the uti lity begins such a plan and desires higher 

service availability charges, it can apply for a service 

availability case at that time. 

Shadowroc k has requested that the tapping fee be i ncreased 

from the c urrent t arif f amount of $90 . 00. East Coast bi l ls the 

utility $95 .00 each t ime it installs a meter. The utility 

requested that tho tariff be increased to at least cover the cost 

ot installi ng tho meters . We agree that the tapping fee should be 

26 1 , 
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raised to recove r the meter installation cost plus a small 
percentage (i . e. , 10 percent) to cover administration expenses. A 
$100 c harqe is reasonable; therefore, we find that the tapping fee 
ohould be i ncreased to $100. All other service a vailability 
charges remain unc hanged. 

All owance for Funds Prudently Invested 

Shadowrock has reque sted an allowance for funds prude ntly 
invested (APPI) charge for the no n-used and useful portion of i t s 
plant. An AFPI c h arge is d e signed to allow the utilit y to recover 
a fair rate of return on t he portion of plant facilities which were 
prudently constructed , but where existing facilities have capacity 
that exceeds the amount of capaci ty necessary to serve all existing 
customers. 

I 

In tho first part of this Order , we decided t hat the 
wastewater treatment facility was 66.3 pe rcent used and useful. We 
further held that the water treatment plant and the transmission I 
and distribution lines a nd the collection lines were 100 percent 
used and useful . Therefore, an AFPI charge is appropriate only for 
the wastew tor treatment facility . 

The cost of the qualifying asset is the net plant costs 
removed from rate base, reduced by the costs related CIAC. The 
capacity of tho qualifying asset is that portion left over after 
considering test year consumption and margin reserve . The number 
of future customers is calculated based on the remaining capacity 
and the average usage o f the current customers. The calculation of 
AFPI is s h own on Schedule No . 4-A attached to this Order. The 
remaining i n t'ormation is from the operati ng statement and the 
capital structure schedules, attached to this Order. Commission 
policy is to cap the c h rge at'ter a period of 5 years. We find the 
appropriate AFPI charges resulting from these calculations begin at 
$1.48 and accrue after 5 years to $89.33. 

customer peoosits 

Shadowrock has requested to increase i ts customer d eposits , 
wh ich are currently $20.00 . The Commission has generally held that 
a customer deposi t s hould be set at approximately two average 
monthly b ills . Shadowrock is billing on a quarterly basis and the 
ba9e facility charge is billed in advance. Our practice is to set 
tho dopo~lt to allow the utility to r ecover a ny amounts due if a I 
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customer moveo vithout paying the utility bill. Therefore , 
following this practice, we find that the deposit shall consist of 
ono and one-half the average quarterly gallonage charges plus one
third of the base facility charge. This will allow the utility to 
recover the past bi l l and the approximately one month period before 
service may be discontinued because of nonpayment . 

Based on the above calculations, we find that an appropriate 
residential deposit is approximately $40.00 for the water s ystem 
and is $55.00 for the wastewater system. Therefore, we find that 
the current deposits should be increased to these amounts . 

The utility 's tariff currently indicates a 6 percent interest 
rate. Tho tari f f shall be revised to reflect the current 8 percent 
rate required by Commission rule. 

EFFECTIVE PATE Of RAIES ANP CI.ARGES 

The service rates shall be effective for service rendered 
after tho stamped approval date on the revised tariff pages, but in 
no event shall the new rates be applied to any service rendered 
prior to the effective date of the new tariffs. 

Tho service availability charges approved herein shall be 
effective for connections on or after the stamped approval date on 
the revised tariff pages . Miscellaneous service charges will be 
cftectivo for service rendered on or after the stamped approval 
date on the revised tariff pages. 

Tho reviAed tariff pages will be approved upon Staff's 
verification that the tariffs are consistent with the Commission's 
decision and that the proposed customer notice is adequa te. 

BATES IN THE EVENT OF PROTEST 

This order proposes an increase in water and wastewater rates . 
A timely protest could delay what may be a justified rate increas e , 
pending a formal hearing and final order in t h is case, resulting in 
an unrecoverable loss of revenue to the utility . 

Accordingly, in tho event a timely protest is filed by anyone 
other than the utility , we authorize the utility to collect the 
quarterly service rates approved herein , s ubject to refund , 
provided that Shadowrock furnishes security for such a potential 

., 
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refund. The security should be in the form of a bond or letter of 
credit in tho amount of $90,000. Alternatively, the utility may 
establish an eacrow account with an independent financial 
institution pursuant to a written agreement. If this alternative 
is chosen, all revenue collected under t he rate increase wil l be 
s ubject to oscrow. Any withdrawals of f unds from this escrow 
account shall be subject to the written approval of the Commission 
through the Director of Records and Reporting. Should any refund 
ultimately be required, it shall b~ paid with interest calculated 
pursuant to Rule 25-30.360(4), Florida Administrative Code. 

In addition, Shadowrock shall file reports with the Water and 
Wastewater Division no later than the 20th day following the 
monthly billings , after the increased rates are in effect , 
indicating the amount of revenue collected under the implemented 
rates. Shadowrock must also keep an account of all monies received 
by reason of the increase authorized herein, sp~cifying by whom a nd 
in whose behalf such monies were paid. 

I 

Shadowrock is authorized to implement the temporary rates only I 
after providing the above discussed security and after Staff • s 
approval of tho revised tariff sheets and customer notice. 

Based on the foregoing , it is, the refore, 

ORDERED by the Florida Public Service Commission that the 
application of Shadowrock Utilities, Inc., for an increase in its 
quar erly water and wastewater r a tes in Duval County is approved as 
sot forth i n the body of this Order . It is further 

ORDERED that each of the findings made in the body of this 
Order is hereby approved in every respect. It is further 

ORDERED that all matters contained in the body of th i s order 
and in tho schedules attached hereto are by reference incorporate d 
herein. It is further 

ORDERED that the provisions of this Order issued as proposed 
agency action shall become final, unless an appropriate petition in 
the form provided by Rule 25-22 . 029, Florida Administrative Code, 
is received by the Director, Division of Records and Reporting at 
his office at 101 East Gaines Street, Tallahassee, Florida 32399-
0870, by the date set forth below in the Notice of Further 
Proceedings. It is further I 
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ORDERED that the service rates approved herein shall be 
effective for service rendered after the stamped approval date for 
the revised tariff pages, but in no event shall the new rates be 
applied to any service rendered prior to the effective date of the 
new tariffs. It is further 

ORDERED that the miscellaneous service charges approved herein 
shall be effective for service rendered on or after the stamped 
pproval date on the revised tariff pages. It is further 

ORDERED that the i ncreased service availability charge 
( " tapping fee") shall be effective for connections made on or after 
the stamped approval date on the revised tariff pages. It i s 
further 

ORDERED customer deposits are increased as set forth in the 
body of this Order. It is further 

ORDERED that prior to its implementation of the rates approved 
herein, Shadowrock Utilit ies , Inc. shall submit and have approved 
revised tariff pages and a proposed notice to its customers of the 
increased rates and charges and the reasons for the increases . The 
revised teriff pages will be approved upon staff ' s verification 
that they are consistent with our decisions herein and that the 
protest p~riod has P.xpired . The proposed customer notice will be 
approved upon Sta ff ' s de termination of i ts adequacy. It is further 

ORDERED that in the event of a protest by any substantially 
affected person other than Shadowrock Utilities, Inc. the utility 
is authorized to collect the quarterly rates , but not the charges 
approved herei n, on a temporary basis , subject to refund in 
accordance with Rule 25-30.360 , Florida Administrative Code, 
provided that Shadowrock Utilities , I nc . has established the 
required security for any potential refund and provided that it has 
s ubmitted and Staff has approved revised tariff pages and a 
proposed customer notice . It is further 

ORDERED that this Order shall become final and the docket 
s hall be closed a dministratively if no timely protest has been 
filed . 
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By ORDER of the Florida Public Service Commission this ~h 
day of M tacw , 1991. 

Reporting 
{SEAL) 

TCP 

I 

I 

I 



I 

I 

I 

ORDER NO. 2422 4 
DOCK£T NO. 900565-WS 
PAGE 41 

NQTICE Of FURTHER PROCEEPINGS OR JVDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120 . 68, Florida Statutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

As identified in the body of this order, our actions, other 
than tho granting of temporary rates in event of a protest, are 
preliminary in nature and will not become effective or final, 
except as provided by Rule 25-22.029 , Florida Administrative Code . 
Any person whose substantial interests are affected by the action 
proposed by this order may file a petition for ~ formal proceeding, 
as provided by Rule 25-22 . 029(4), Florida Admlnistrative Code, in 
the form provided by Rule 25-22.036(7) (a) and (f), Florida 
Administrative Code. This petition must be received by the 
Director, Division of Records and Reporting at his office at 101 
East Gaines Street, Tallahassee, Florida 32399-0870, by the close 
ofbusinesson \pri l l, 199 J Intheabsenceofsuch 
a petition, this order shall become effective on the date 
subsequent to tho above date as provided by Rule 25-22.029(6), 
Florida Administrative Code. 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisf i es t he foregoing conditions and is renewed within the 
specified protest period. 

If tho relevant portion of this order becomes final and 
effective on the date described above, any party adversely affected 
may request judicial review by the Florida Supreme Court in the 
case of an electric, gas or telephone utility or by the First 
Dis trict Court of Appeal in the case of a water or sewer utility by 
filing a notice of appeal with the Director, Division of Records 
and Reporting and filing a c opy ot the notice of appeal and the 
filing fee with the appropriate court. This filing must be 
completed within thirty (30) days of the effective date of this 
order , pursuant to 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. 

267
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Any pa rty adversel y affected by the Commission's final action 
in this matter may request: 1) reconsideration of the decision by 
fili ng a motion for reconsideration with the Director, Divi sion of 
Records a nd Reporting with i n fifteen (15 ) days of the issuance of 
this order i n t he form prescribed by Rule 25-22 .060, Florida 
Adminis trative Code; or 2 ) judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone util ity or the 
First District Court of Appeal i n the case of a water or sewer 
utility by filing a noti ce of appeal with the Director, Division of 
Records and Reporting a nd filing a copy of the notice of a ppeal and 
the filing fee with the appropriate court. This filing must be 
completed within th i rty (30) days after the issuance of this orde r, 
pursuant to Rule 9 . 110, Flor i da Rules of Appel late Procedure. The 
notice of appeal must be i n the form specified in Rule 9 . 900(a), 
Flori da Rules of Appellate Procedure. 
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~1( UT1UT1U, IHC 

ICK£DULE OF WA'fU' RAT£ BASE 
TUT YEAR CHOED JUNE )C) 1080 

COWPOHEHT 

I 
2 

l UTlUTY Pv.HT IH CEJMC! 

• I.AHO 

• C W I P 

• 
I t«)H..USC) AHO USUULCOWPOHENTS 

7 C I A..C 
I ACCUWUI.A rtD OtPAECtAnoN 

• MtORTlZATION OFC I AC 
10 ADVAt#C I FOR CONSTRVCTIOH 
11 WORKllfQ CAPtTA&. AU.OWANCE 
12 

1l RATE lAS£ • 
14 

II 

CkADOWAOCK UTlUTl£1. INC 

GCHCDUlf Of' SCWEA RATE 8ASE 
TEST YEAA EM>£0 J,mr: )0, 1800 

COWPOH(HT 

~ 

' 1/TlUTY PlAHT IN UJMCE • 
4 LAND 

• CWIP 
I NON-uSED At'l> USUUl COUPONEJ4TS 
7 CI A..C 
I ACCUMUL.A TEO OCPAECIA TION 

• AMORTUATlOt4 01' C I AC 

10 AOVAHICU P'OA CONITAUCTION 
11 WOAICIHQ CAftfT A&. AU.OWANCE ,, 
" RATE BAR • 
14 

(A) 

ei:ICw'IO 
T£1TYCAR 

l't:A UTIUTY 

... M4 • u.-
0 

0 
(IW 151) 

(20l228) 

180.1-« 
0 

0 

U ,411 • -·····---

(A) 

ei:ICw'IO 
TEST YEAI'I 

1't:A UTIUTY 

1.212.372 • 150,671 
0 
0 

(1,050,506) 

(W7.801) 

Hll70 
0 

0 

tM405 ' ·····--··· 

2 6 9., 

SCHCDULf NO t - A 
DOCKET NO 800565-WS 

(8) (C) (0) (C) 

ADJUS'Tl.4EHTS 
TO TKE ADJUSTED PROFOAUA PROFOIWA 

TESTYEAA T£STYEAI'I ADJUSTMENTS TESTYEAI'I 

pc,nt) • 851.12l • 4,080 • e66,81l 

(22.861) 8,710 8,710 

0 0 0 

,.,.n )4.•n 34.•n 
Sl,e21 (514.un (1514.537) 

12, 1113 (IIU,037) (128) (181 ,183) 

(UIU) 117,451 117,451 

0 0 0 

1.216 1,2115 1.215 

U .A4 s 118. 102 s ,, .. s 120,088 

....••... ....•.••. ·--····· ·---·-----
SCHEDULENO I~ 
DOCKET NO 8005M-WS 

(B) (C) (0) (C) 

AOJUS'NENTS 
TO TKE ADJUSTED PAOFOIWA PROFORMA 

TEST YEAI'I TEST YEAI'I AOJUS'NEHTS TESTYEAI'I 

(80.55e) s l , 181.1UI s 0 s 1,18U18 

32.343 12,820 12,a20 

0 0 0 

el,832 el,W el.&l2 

(58.608) (1, ' 18,011) (I , 118,0 II) 

(71.7U) (448,800) 0 (444.680) 

n .021 l30,187 l30,187 

0 0 0 

115.MI 15,811 15.MI 

(lU56} s 122,560 • 0 s 122,560 

--········ ...•..... ······--·· ......... 
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SHAOOWAOCJC UTtunES, ItiC 
~AOOH Of' THE AOJUsn.tEHT8 TO 
AATE8ASESCHEOUL.E8HO 1-A AHO I...S 

.ADJUSTUEHT 

t UTIUTY P\.AHT IN saMe£ 
1 
a 1 To ••tltct h.-eo-..,...,..., .,.,_, 
4 

I 1. To rectulift ~~~lbutlld lend 11om ll\lltCy 

• pW.t In .... to Lend 
7 

• 3 To •-d ~l*aJitM~t ·~* 

• ~tile ... .,..., 
10 

II TOTAL .ADJUSTUENTS TO UTlUTY P\.AHT 
12 ,, 
14 wo 
II 

•• I Totec'-MIIyoonulbut~ Lend ,, 
II I Tor -ly IIOIMitllily land 

" :0 TOT AI. ADJUITU£HT8 TO lAHO 
21 

1,2 

n NON .VIS) 4HO tr..LFUL COWPOHEHTI 
24 
2..5 I , To~tn.~plentOOIIIo'b 
M ~~ 
17 
H I To~IIW~edo.pt~ 
2:f ,....,..., to 1M--plllll( 
:10 
31 J Tor~IM~Ndpot11on 
32 « 1M 1-.utltnO pCenl 
3.1 
:w 4 To~IMr~~~o.ptN 

JS ,. 1 To~~ 1M oonulbuled 
n P«ttift « 1M non-u.ed pW\1 ,. 
• 1 To fiiCIOQnlr. !he,...._,__......, MtOI\. 

40 
41 7 To t.ooQN,. tJW non~wct and 11Micllland. 
41 

u I To tecoqti*Le IN~ portlan « 
.... non~ooed and u .. IUI t.eM 

I 
DOCKET NO 000565-WS 
SCHEDULE 1-C 
PAGE I OF :I 

WATER SEWER 

• (:18.212) I (7U:W) 

0 (U,343) 

1,44.2 21.521 

• ()4,nt) I (IIO,&.Se) 

·--····· ....... 

I 0 • 32,343 

I (22,651) 0 

• (22.651} • 32,343 

··-·· ........ 

• 0 • (87.051) 

0 83,123 

0 (154.812) 

0 1'3.208 

0 122.21 I 

0 (51.3111 

0 (3U43) 

0 32..)43 

I 
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SttADOWAOCI( vnunta.INC 

E:XPlAHATION OF THf AOJUSTt.tENT8 TO 
RA tt BASt ecliEDULLlS NO t-A AHO t-e 

ADJUI'NEHT 

I HON-liSED AHO USUUL eot.IPONEHT8 (COHT'O) 

2 
J t To r•ted CllooO on PI~ OOIIIIKtiOnt 

4 

6 10 'To r.a.ct ~ Alt'Oitll:atlon 

• ,.,.._10 PI~ CllooO 

7 
I TOTAL ADJUJTM(HT8 TO NOHUSED AND UG£FUL eot.IPON 

• 
10 
11 

12 COHTAI&UTION5-IN-~-GOHTRUCTION 

ll , .. I TO rthct 1M •Wieo-t .. )lett ~*&net. ,, 
It 1 To ltllpult caeh OOIIKtlont of CIAC eQUt~ 

17 10 ltM !Aitft d•arg .. c.m.. lhe numbtf 

II olcu~• ,, 
20 l To.._.,._. CIAC on IN llUfl\bef o1 EAC' t 

21 lndudtclln IN matoon re..n. 
n 
;,~ 4 To•-contlluWonw•t•r-
24 incWdtd tn CllooO 

H 
H 6 To,_'" d~ ,_dad IWie.eln I tiN 

t7 
21 t To .-d_IU1C UI.Loty't alloc..a.on of calltl CIAC 

28 10 MIIOU"ll baNd onl.tfllf d\alget 
30 ,, TOTAL ADJUrm.tEHT8 TO CIAC 

l:1 
~ 

Joe ACCUUUL.ATED OEPAECIATIOH 
l6 
M t To ••a.ct U.. ·-• t- i'f"ll b""anct 
n 
Sl 2 To adJU• bOot dtPIK.a&IOn lof IWO 

• ...,., 1101 Plopetly dtPiedeled 
40 
4 1 J To ill>dudt te• ,..., dtp!.cWion on 
42 ... ,...,~--· 
4S 
44 TOTAL AO.IUS'NEHTS TO ACCUMULATED OEPFIECIATION ... 

271, 

DOCKET NO 11100665-WS 

8CHEOUU:I-<: 
PAOE20Fl 

WATEA SE.WEA 

'-t.UO 108,060 

{1,343) (21,8 10} 

• J.C.•n • 63,1132 . ....... . ...... 

• 14,«0 • H.JOO 

{10.250) {30.750) 

0 (ll.033) 

2.04a 0 

10,300 0 

22,023 (22,023) 

• 31821 • (50,508) ....... 

I 12.220 s 27.801 

0 {105.aotllj 

(3G) (433) 

---
• 12, 183 • (71,712) ....... ·····-
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~WAOC:lt UTlUTIES INC. 

EXPtAHATlON OF THE AOJUS'TloiEHTS TO 

RAT£ BASE ICHEDUL£1 NO I • A AHO 1-6 

AOJUsn.tEHT 

I AMO~nZAnoNOFC14C 

2 

l 1. Tor•1141011he._,..._,...,.~. 

4 

5 2. Toadjl.lllboOic~lor 

e •-1101 cwOI*fr M9fedatad. 
7 

• l To lnctude 1M llll'lllf1jlatlon r.ut.-ct 101M 

• ""'put..S Ulh CIAC ooAectlone 
10 

II 4 To~~ atn0111tadon r.,Aitd 10 

12 --.tllluctJon wa£M ~-~~~. 
1l 
14 6 To~ amottJtatoon ralalad 10 ,, 

depolot ·-ded 1Wtc. 
II 

17 e To adju• AII'IOI'1IUtiOn tot r..aocadon 

II OICIAC 

II 

20 7 To Include amot\. r.,..ad 10 I!Wgin ~~-. 

21 

u TOTAl. AOJUSTMtNTS TO AMORnZATION OF CIAC 

23 
t4 

25 WORIQNG CAPfT Al. ALLOWANCE 

2'1 
Z7 I To I~ 1M WClAJI'IQ upblaJiowanca 
11 UWI(I 1M lormula IMtf't'd 
21 
30 ,, PAO FORMA PLANT 

3:2 
~ 1 To ~nelude co.~ 01 allono410 _.,, 
)4 

» 2 To lnctude •~ co.~ 01 raptadog pipe 
» 
17 :t To lfteludl 1M 0011110 ln ... • -.c-. 
31 ,. TOTAl. AOJUITMENTI TO PAO FOfllotA PlANT 

40 
41 

42 PAO FORMA ACCUMULATED OEPRECtATION 

43 
44 I To lnducM OM )'MI' I O..,edalion on 

45 1110 lori!IA plAin&. ... 

I 

• 

• 

I 

• 

• 

I 
OOC1CET NO 800515-WS 

ICHEDUL£1-G 
PAGElOFl 

w~~ SEWER 

(11.7111) I (U . I57) 

0 71.1171 

16,422 21 .447 

(18.3) 0 

(1.801) 0 

(5.218) 15.218 I 
0 1.&43 

(3.383) • n .o21 ....... . ...... 

1.2115 I 115,010 ....... 

1.1547 • 0 

'·"' 0 

1545 0 

4,010 I 0 

I (128) • 0 . ...... 
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SliADOWAOCIC UllUTtES. INC. 
SCHS>UL£ Of CAPITAl STRUCT\JRE 
TEST YEAR ENDED JUNE 30. I toO 

AIIERAOE PAO RATA ADJU8TED 
COMJIONENT TESTYEAA ADJUSNEHTS 8Al..AHCE WSGHT 

--
I 

2 
3 LONG-TERM DEBT ... 82.0 (641.158) 2~1 .~ -~ • AiORT-fa'WOEBT 0 0 0 o_~ 

S CUSTONER OEJIOStTS 4.2~ (3.oelll 1 .1~ 04&~ 

e COUMON EOUITY 0 0 0 0~ 

7 fTC 8 0 0 0 000~ 

t OEF£RRED INCOU.E TAXES 0 0 0 0~ 

t OTHERCAPfTA.I.. 0 0 0 0~ 

10 
11 

12 TOTAL ..,,174 (tst.15t) 2~2.tte tOO,~ 

II ••:•··----· ·--------· ----··- ·--~---·-· 
14 

15 RANGE OF REASONABLENESS-
t e 
17 EOUITY 
It 
It OVEJV.U. RATE OF RETURN 
20 

L 

SCHEDULE NO 2·A 
OOCKET NO 100565-WS 

WElO.HTED 
COST COST 

I ttl~ 11~ 

0.~ 0~ 

t OC* 004~ 

0~ 0~ 

0~ 0~ 

0~ 000~ 

oocn. 0.~ 

~~~ ....... 
HIGH LOW 

0.00~ 0.~ ........... 
~~~ ,,~ ......... 

-
.,00 
>O!:d 
aotj 
M::<M 
~:0 

A :Z: 
"' :z:o 

0 · 

IO N 
0~ 
o N 
VIN 
0\~ 

VI 
I 
~ 
(I) 

") 
-.J 
w 

...... 
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SHADOWROCI( ununn. INC. 
SCHEDUlE Of CAPfT Al STRUCTURE 
TEST YEAR ENDED JUNE 30. 111110 

-

AVEAAGE PRO RATA 
COMI'OHfNT TOT YEAR ADJUSTVENTS 

A:)JUS'TB) 

BALANCE WEIOKT 

1 

2 
2 LONO-T£AM DEBT .... 820 (641,1&8) 2C1,482 -~ c SHORT-TEAM DEBT 0 0 0 0~ 

5 CUSTOMER DEPOSITS C,2&4 (1,0811) 1, 15C O.CI~ 

a COMMON EQUITY 0 0 0 0~ 

7 lTC'S 0 0 0 0~ 

I OEFERREDINCOMETAXES 0 0 0 0~ 

II OTKER CAPIT A1.. 0 0 0 0~ 

10 

11 
12 TOTAL IIIU7C (851.251) 2'2.818 100~ 

13 ......... ·---- --··-··--· ••:-·-··-
1C 

1$ RANGE OF REASONAS.LENESS-

18 
17 EOUITY 
II 

Ill OVERAll RATE OF RETURH 

20 

SCHEDUlE NO ~-A 
OOCICET NO ~WS 

WEIGHTED 
COST COST 

11.11- 1t~ 

0~ 0~ 

ICC* 004" 
OOC* OOC* 
0~ 0~ 

OOC* 0~ 

0~ 0~ 

11.~ 

····-··-
HIGH LOW 

OOC* 0.~ ·--- ·-·----
II~ 1t~ 

·---·-· 

-
"000 
>O:xJ 
~00 
f'J~M 
~:0 

A % 
~ zo 

0• 

\O N 
0~ 
o N 
U1 N 
O'IA 
U1 
I 
~ 
1:/) 

N 
-....J 
w 

_.....1 
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SHAOOWAOCK UTIUllEI INC 

ST ATa.tEHT Of' WAT£A OPERATIONS 

TEST YEAR EHOED JUNE~. 1180 

OE!ICI\IPllON 

1 

2 
3 OPERATINO REVENUES I 

' OP(AATINO EXP£NSU 
I OP£AATION & MAINTENANCE I 
I CEI'AECIATION 

1 AMORTlZA TION 

• TAXES OTHER THAN INCOME 

• INCaotE TAXES 

10 
II TOTAl OPV\ATINO EXPENSES I 
12 
I) OP£AAnNO INOOt.IE I 
14 
II RATt: Of' RETURN 
II 
17 

SHAOOWROCK UTIUT1ES. INC 

STATEMENT OF SEWER OPERATIONS 

TEST YEAR ENDED JUNE 30, 1180 

OUCAIPTION 

I 
2 
) OPtRATlNO AEVEHU£S I 
4 OPERATINO EXP£NIEI 
I OPERATION & MAINTENANCE • • OEPREClA TlON 
7 AMORTlZA TlON 

• T AXEl OTHER THAN INCOME 

• INCOME TAX£.8 
10 
II TOTAlOP£AATINO EXPENSES • 12 
I) OP£AAT1NO INCOME I 
14 
II AATEOF Rf!TUAH 

II 

(~ (8) 

AOJUSTWEHTS 
TEST YEAR TO THE 

PEAUTIUTY TEST YEAR 

ea.oae I 0 I 

16,001 I ( lll.:tO) I 
(1,'17) 1,4« 

0 0 ,., .. (1."'! 
0 0 

t1.2e0 ' (14,7U) ' 
Pl). l71) I 147U • ......... . ........ 
-- ~'~ ••::..··-· 

w (8) 

AOJUSTWENT8 

TEST YEAR TO THE 
P£AUTIUTY TEST YEAR 

ti,OH • 0 I 

1n,1te I 4,182 I 
17,01.2 (12.207) 

0 0 
17 .... 6,047 

0 0 

l A , I* • (2.4411) • 
(f7,1U) I 2,4411 I 

····-···· .....•... 
0~ 

-········ 

I 
SCHEDULE NO ~ 
OOCI(£T NO. to05416-WS 

(C) (0) (E) 

ADJUSTED CONSTRUCTED CONSTRUCTED 

TEST YEAR ADJUSTMENTS TEST YEAR 

ee.ou I 30,611 I ee.no 

$5,711 I ' ea.111 

6,027 5.027 
0 0 

12,121 1,311 14. 1oe 
0 0 0 

..,,471 I 1,311 I U,t$1 

(16.312) I 28300 I 1J.fllt . ........ ·-··· ... ·········- I -132~ ~~~ 

.•.•.•..• ···-····· 

SCHE'OULE NO.~ 

OOCK£T NO 800565-WS 

(C) (0) lEI 

ADJUSTED CONSTRUCTED CONSTRUCTED 
TEST YEAR AOJUSTMEH16 TEST YEAR 

tii ,OH I u _m I 173.104 

127.1110 I I 127.1110 

4,171 4 ,171 

0 0 

22.1111 ) ,711 2t,63Z 
0 0 0 

1156,1111 I 3 ,711 I 158.387 

(14.1&5) I 71,182 I 14.207 

·-······ -·-····-- ........... 

I -627" 11.58'1t 
........... --·········· 
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SHAOOWAOCI( UTILITIES, INC. 
e:xl't.MATlON OF TI'IE AOJUS'TlolEHTS TO 
OPERATING 8'TATOIENT8 NO ~ AHO 3-8 

AOJUS'TMENT 

1 OPERATION ANO MAINTENANCE 
t 
3 1. Toteda , • porUon of .,. c.Mmlcal .. ~-lrOIIIwafM IOwa ... ettf • 

5 

• 1. TO ~~let••• 1M olle1l IUpply 01*\M 
7 10 ~ ntW 001\llact ''" 

• 
8 3. To annua.Jae !he c:oncraewal ...-..Ice• e~Cpet~• 

10 lof "" 18!801ner•• 
II 

12 • To ren'IOWe eddlt)on 10 ... ..._.I., pfaot 

Ill 
14 l. To ,_~ HPet<• of repaillog lilt dem-o• 
IS """'the brobn btoW«. 
It 
17 e To,_ the non-<Klltr"'' ...,.n• d.,. 
11 IOirHMdall'lage 

If 

:0 7 To ed" • lhe manaoet• tee 10 Include 
21 ,..,.... month e. noc INnHn 

22 
n I To~tzecottlltlaletUodefetred 

2.4 !Mint-. olpeto ponda. 

zs 
H t To .no. a pro lofma edjullJMi'IC 10 lnc.lude an 

7'1 _,. •xpen• 10-the pond• 
21 
t9 10. To edfll• QUA11ef11 billing expeiiM 

JO 10 new 18!80 con~~ act 
)I 

u II To ~~-ty itetlltXptf'IMd wNch 
3;3 tNiuld be ... hd •• plane 

S4 

)5 12 To tlbot • pro IDftM l!dlUiliMIIof h.ullno ,. detltlt lfom the utildy pC.nt lilt. 
l1 
31 II To allow pro lofma edjllttl'llfn(IO lnctude ,. wndblallt>nO and paonlifl9 of the wall and tanka. 
<10 amot'liled - ' ,. ... 
41 
42 14 To edl'J• edmlnlttrauw '"Ill .. , 
u c.Ut:ullllon 
44 
4$ 15 To,_~ expen•• retawd 10 elt.ttlon 
68 

47 II To IK .. MIIiy reguf.IIOfy a-t-nl ... , .. 10 l&.ftt ad>ef then lnoOmt 

275., 

DOCKET NO. 80056&-WS 
SCHEDULf 3-C 
PAGE I OF3 

WATER SEWER 

' (I,OU) $ I,OU 

518 731 

7U 24,711 

(1.311) 0 

(11.711) 0 

(4 .. ) 0 

(160) (150) 

0 (20,710) 

0 1 .570 

(2.021) (1.181) 

(1.442) (1,.«2) 

517 517 

178 0 

eoo eoo 

0 (1,12$) 

(1,874) (1,1101) 
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CHADOWAOCJ( ununES. INC 
£Xf't.ANA TlOH 01' TKE /IDJUSNEHTS TO 
Of'EAATlNO ITATSIENT8 NO )-A ANO H 

AD.JUSNEHT 

I OPERATION AHO MAIHTEHAHCE {CONTD) 
2 
3 1'7 ToW!dudetwOIIOutelior~ 

• wor1ct~ to p.n. de~ 

• • 11 To..,.&-1/'Z~ho<.treliorworll 

7 wiCh elaJI ort nu ca ... ~ 

• ~tour,..,. 

• 
10 te To,_~~ lOr '-'-loen ~)'!Mflt. 
II 
It tO To~ amonantlort of~ '" 
13 

" .. 1. TolnctMMt~·~ 
II 
It :12 To lncki6e .. -.no e)(l)efl .. In 
17 

_ _....._... ,. 
" TOT A&.IDJU$'Tto.IEN'TI TO OP£RA T10N 
2'0 ANO .. NHT~ANCE 
21 

u 
u OEPA£Cl4TION 
24 
u 1 Tor•ttet~edadclr!OJ*I .. 
H 

01'1 ". ,... pQt>l 
f7 
21 2 To lncJI.tcM d.ptecutlon ort pco lonna plat\t 
:t 
lO 3 To relltcl ~..uon ort lHl YMt 
31 CtAC - prcpetty 

u 
» • To r.tec:t *""011Jlebort ort o~ - c .. n 
S4 

» f To.,,. lot non-uwd.,., u .. v 
)I dept~ •111*1 .. 

J7 
31 t . To r..-lllftCW1tral.lon of pc~ CIAC 
)I 

40 7 To lnducSe amoruratlort releled to 
4t CIAC ~m~ ort -oln ,._ 
42 ., TOT A&. ADJUtiTUENTI TO 0£PAECIAT10N 

•• 

I 
DOCKET NO. $00&65-WS 
SCHEDULE)..<: 
PAGE20F3 

WATEA SEWEA 

0 170 

151 151 

(20$) (20$) 

226 226 

313 271 

4.200 4.200 I 
• (li.NO) • 4,882 

------··· ·····-· 

• 7.088 • 7.318 

128 0 

(4,7t7) (7.4.54) 

2,355 (8,485) 

0 ,., 174) 

1,8$1 4,116 

0 (1.643) 

• t ,444 • (12.207) . ....... . ...... 
I 
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SHADOWROCK UTILITIES. INC 
EXPI..NtA'OON OF THE AOJUSTWENTS TO 
OP!AAT1HO S'TATEM£NTS NO l-A AND l-8 

ADJUITUENT 

I TAXES OTHER THAN INCOME 
t 
~ I To •ec:k•tr tell )'MI r~ a ... MIMnl 
4 IM• Oft ••• ,.., ,.__, lrom O&M up«~ .... 
6 
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ORDER NO. 24224 
DOCKET NO. 900565-WS 
PAC£ 52 

SHAOOWROCK UTILITIES, INC. 
900565-WS 

Allowance tor Funds Prudently Invested 
Calculation of Carrying Costs for Each ERC 

Information Needed 

1. Cost of Qualitying Assets $ 

2. Capacity of Qualifying Assets 

J. Number of Future customers 

4. Annual Depreciation Expense $ 

5 . Ra te ot Return 

6. Weighted Cost of Equity 

7. f ederal Income Tax Rate 

8. State Income Tax Rate 

9. Annual Property Tax 

10 Other CotJts 

$ 

$ 

24,042 

101 , 189 

751 

8,174 

11. 59t 

o . oot 

o.oot 

o . oot 

731 

0 

GPO 

ERC 

11. Depreciation Rate of Asr.ets 4 . 88t 

12. Test Year 1990 

DOCKET NO . 900565-WS 
SCHEDULE NO. 4-A 
PAGE 1 OF 3 
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I 
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I ORDER NO. 24224 
DOCKET NO. 900565-WS 
PAGE 53 

S~OC UTILITICS. IMC. 
IOOSt~ 

Allowa"Ce for Fundi Prvdently Invested 
C.lc:uhtiOft of C.rrytng Coau for ueh Ott : 

Coat of Qu.t\fylng A.ueu: 
Olvtded By Future tRC. 

Z4,04Z 
751 

Annual Depree I at I on (lrpense: S 
Future (RC'a: 

DOCKET NO. 900565-WS 
SCHEDULE NO. 4-A 
PAGE 2 OF 3 

8,174 
751 

Cott /[lt: s ll .OI Annual Oepr. Cost per (RC: 
11.59% 

s 10 .88 

"~l t lply 8y Rate of Return: ............ 

I
AMu.tl letuM\ Per tat: 

AMu-~1 ~tlon In Return 
( Atvwal Dt$1 rec: I• t1 on u I*' 1 • 

ptr [RC ,, .. , Rate of Return) 

S 3. 71 Annual Propery Tax Expense: S 731 
............. Future tRC'a: 751 

s 1.26 --------· -
........... Annual Prop. Tu per ERC· S 0.97 

I 

F«<tral tax Rate : 
(fftctl~e State Tax late: 

total tu late: 

Cff..-tlve Tu on leturn. 
(£q~lty l 11 .. s Tax Rate) 

o.oox 
o.oox 

Weighted Cost of (qulty: 
Olvlded by Rate of Return: 

0,001 S of Cqulty In Return: ... __. ..... 
0.001 Other Costs : 

........... Future [RC's: 

Prov ision For Ta• · 0 00% Colt per (RC: 
(Ia• on ~eturn/(I·Total Te• Rate)) ........ ... 

............ 
0.002: 

11 . 591 

0.001 . ............ 
s 0 

751 

s 0.00 . ......•... 
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ORDER NO. 24224 
DOCKET NO. 900565-WS 
PAGE 5 4 

SKAOOWROCK UTILITIES, INC. 
900565-WS 

Allowance tor Funds Prudently 
Schedule ot Charges : 

DOCKET NO . 900565-WS 
SCHEUDLE NO. 4-A 

Invested 
PAGE 3 OF 3 

-----------------------------------------------------------
90/91 91/92 92/93 93/94 94/95 

--------- --------- --------- --------- ---------
July 1.48 19.15 36 . 07 53 . 63 71.91 
August 2.96 20. 55 37.53 55.15 73 . 49 
September 4 . 44 21.96 38 . 99 56.67 75 . 08 
October 5 .91 23.36 40 . 45 58.19 76.66 
No vember 7.39 24.77 41.90 59 . 70 78 . 24 
December 8.87 26 . 18 43 . 36 61.22 79.83 
January 10 . 35 27.58 44 . 82 62.74 81.41 
February 11.83 28.99 46 . 28 64.26 82.99 
March 13 . 31 30.39 47.74 65.77 84.58 
April 14.78 31.80 49.20 67.29 86 .16 
Hay 16.26 33.20 50.66 68.81 87 . 74 
June 17.74 34.61 52.11 70 . 33 89.33 

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