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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for a rate increase 
in Lee County by PFEC-Six, Ltd. 

DOCKET NO. 900521 - WS 
ORDER NO. 24 7 33 
ISSUED : 7/1/Q, 

The following Commissioners participated i n the disposition of 
this matter : 

THOMAS M. BEARD, Chairman 
J . TERRY DEASON 

BE'M'Y EASLEY 
GERALD L. GUNTER 

MICHAEL McK. WILSON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER GRANTING FINAL 

BATES ANP CHARGES 

BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is preliminary and will 
become final unless a person whose interests are substantially 
affected files a petition for a formal proceeding pursuant to Rule 
25-22 . 029, Florida Administrative Code. 

BACKGROVNP 

FEEC-Six, Ltd . (FFEC or utility) is a Class B utility located 
in North Fort Myers, Florida. The FFEC water system serves 
approximately 1, 297 customers and the wastewater system serves 
approximately 1,258 customers . 

On December 3 , 1990, the utility filed an applied ion fur 
increased water and wastewater rates . The i n formation satisfied 
the minimum filing requirements (MFRs) and December 3, 1990 was 
established as the official date of filing . In accordance wi th 
Section 367.081 (8) , Florida Statutes, the utility has requested 
that this case be processed as a Proposed Agency Action (PAA). 
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In its application, FFEC requested final water and wastewater 
rates designed to generate annual revenues of $ 345 , 568 a nd $413,541 
respectively. These requested revenues exceed the projected test 
year revenues for water by $102 ,85 1 (4 2 .4 percent) a~J for 
wastewat er by $76, 04 6 ( 22. 5 percent) . The test year for f i na 1 
rates is the projecte d twelve-month poriod ended December 31, 1990 , 
based on a h istorical base year of December 3 1 , 1 989 . 

FFEC also r equested a n interim increas e i n its water a nd 
wastewater revenues . By Order No. 24128 , issued February 18, 1991, 
we suspended the proposed wate r and was tewater rates a nd granted 
increased water and wastewater r evenues on an inte~im basis . The 
inter im wate r r evenue increase was $84,802 (40.9 pe rcent), and the 
interim wastewater revenue i ncrease was $67,626 (23 . 6 percent). On 
March 4 , 1991 , A Motion for Reconsideration was filed on behalf of 
a c us tomer of FFEC . This motion was denied by Order No . 24406 . 

QUALITY OF SERVI~ 

Our analysis of the overall quality of service provided by the 
utility is based upon our evaluation of the utility' s compliance 
with the rules of the Department of Environmental Re gulation tDER) 
a nd o ther regulatory agencies , the quality of the utility ' s product 
of water or wastewater, the operational conditions of the util i t y ' s 
plants, and customer sat isfactio n. A customer meeting was conducted 
by our s taff to gathe r information from the customers r egarding 
quality of service a nd other matters. Their concerns are addressed 
below. 

FFEC's service area consists of two mobile home parks : Lake 
Fairways Country Club ( Lake Fairwa y s ) and Pine Lakes Country Club 
(Pine Lakes) . Treatment of raw wate r obtained from several wells 
within t he area incl udes chlorination a nd aeration. FFEC also 
pur chases treated water from Lee County that i t uses to serve Pine 
Lakes. Collected was tewater is treated by means of a 300 , 000 
ga l lons pe r d~y (GPO) extended aeration plant . Effluent 1s 
disposed of by means of spray irrigation to Pine Lakes ' golf course 
a nd by percolation ponds . 

I 

I 

At this time, the utility has no outstanding ci t a t ionj on file 
with DER or with Environmental Engineers in Fort Myers. FFEC i s in 
violation of a DER rule for not having a current oper ating permit 
for the wastewater treatment plant. However, the inspectio n by DER I 
has been completed and FFEC is expected to apply for the permit 
shortl y and s hould r eceive it within ninety days thereafter. 
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As mentioned above , FFEC purchases bulk treated water from Lee 
County for service to Pine Lakes. on several occa~ions, Lee County 
has requested that FFEC send its Pine Lakes c us tomers a "boil water 
notice" because the maximum contaminant level for trihalomethanes 
(THMS) had been exceeded. Lee County is curren ly testing and 
evaluating alternatives for the economic treatment of THMS in the 
water supply. FFEC is to provide quarterly notices to its Pine 
Lakes customers until the THMS are reduced to or below the maximum 
contaminant level allowed. Therefore, we believe the quality of 
service problem in Pine Lakes is a result of the problems 
experienced by Lee County and does not reflect on the ut il1ty ' s 
quality of service . 

An on-site inspection was conducted on February a, 1991. The 
formal field i nspection primarily included the field inspection of 
the water and wa s tewater treatment plants and the service a rea . 
Several lift stations as well as several customer meters were 
ins pected. The interconnection between Lee County a nd Pine Lakes 
was also seen. No violations were noted at either of the treatment 
plants during the inspec tion . 

The customer meet i ng was held in the service area o n February 
7 , 1991, and 15 customers spoke . Over three hundred custome r s were 
in attendance . The major concern of all the speakers centered 
around the requested large increase in the water and wastewater 
rates. Most speakers indicated their belief that the increase was 
not justified in terms of the quality of service they wer e 
receiving . However, one speaker stated that in Lake Fairways , the 
quality was excellent. He hdd no problems with the wate r and was 
very rarely shut off. He continued that most people do not need a 
water softener in Lake Fairways . This caused a re~ponse from the 
audience and over half of the customers , when asked, indicated that 
they had some type of water softening system at their home . 
However, several of the customers who indicated that the y had water 
softening systems reside in Pine Lakes and r eceive their water from 
Lee County. 

One customer addressed the concern about whether or no t the 
developer received free water while construction was in progress . 
The utility has acknowledged that this was a problem in the past, 
but that the problem has been corrected . As soon as construcL~on 
begins, a meter is installed at the site and the developer is 
responsible for the water that is used. In addition , the ~tility 
made an adjustment to the 1990 projected test year billing a nalysis 
to take into account the previously unrecorded water. 
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Several letters regarding this rate case have beo n received at 
the Commission. All of t he letters address t he percentage increase 
sought by the utility. Many customers believe it to be exces~ive . 

In reviewing the complaints received from the customers during 
the year , it appeared that the majority of the calls were for re
reads of the meters . This was also a concern addressed at the 
customer meeting. some customers felt their meters were not being 
read becaus they were receiving the exact same bill each month . 
We are informed that the meters are read monthly and the exact 
amount used is recorded. However, for billing purposes, the u sage 
is rounded down to the nearest thousand . This r esul ts in some of 
the customers receiving the same bill each month. Other customers 
did not understand how they could use 2,000 gallons one month and 
4,000 gallons the next month when they had not changed their usage 
pattern. This is also a result of the rounding down procedure used 
by the utility. 

I 

With the method of rounding down , the utility records the I 
actual usage of the customer. However, for billing purposes, the 
utility only considers the numbers recorded in the thousa ndth 
column . For example, if a customer used 2 , 900 gallons for he 
first month, he would be charged for a usage of 2 , 000 gallons . 
There would t hen be a carry o ver of the 900 gallons. This carry 
over usage would then be added to the following month . In thu 
second month, if the customer used 2 , 500 gallons, the ut~lity would 
read the d ifference between 5 , 000 gallons and 2 , 000 gallons and 
charge the customer for 3,000 gallons of usage. This procedur e 
results in this customer receiving a bil l for 2 , 000 gallons o ne 
month and a bill for 3,000 gallons the following month without the 
customer changing h is water usage by a large amount~ Howe ver, this 
method does not penalize the customer, because over a period of 
time, the actual usage wil l e qual the actual amount billed . We are 
informed that this procedure was explained to all of the customers 
when they requested service from FFEC . 

Upon consideration of the above informat1on, we find that the 
quality of service provided by FFEC in treating and distribu ing 
water is satisfactory and that the quality of service provided in 
collecting , treating and disposing wastewater is also satistartory. 

RATE BASE 

Our calculation of the appropriate water a nd wastewater rate 
bases are attached to this Order as Schedules Nos . 1-A for water 
and 1-B for wastewater. Our adjustments are attached as Schedule 

I 
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No. 1-C. Those adjustmen s which are self-explanatory or 
essentially mechanical in nature are set forth in those · chedules 
without any further d1scussion in the body of this Order. The 
major adjustments are discussed below. 

Margin Reserve 

Margin reserve represents capacity that the utility must have 
available, beyond that which is demanded by the test year 
customers, to enable the utility to connect new customers without 
plant expansion during the next 12 to 18 months which is the norma l 
expected construction time to build new plant . Commission policy 
is to include a margin reserve i n the used and useful calculation 
for both treatment plants and distribution and collection systems. 
This policy recognizes that utilities which are experiencing growth 
will continue to add customers to the system and that customers 
will pay plant capacity fees and connection fees for the 
availability of water and wastewater service. The Commission 
recognizes these service availability charges that w~ll be paid as 
contributions-in-aid-of-construction (CIAC) and i ncludes them i.t 
the projected test year, which impacts the utility's rate base . 

Our calculations for margin reserve are based upon the average 
growth i n equivalent residential connections (ERCs) over the past 
five years. Margin reserve should not exceed 20 percent of the 
number of ERCs served at the end of the test year. 

Lake Fairways • water treatment plant provides treated water to 
the residents of Lake Fairways. The residents of Pine Lakes 
receive purchased treated water from Lee County. Due to the fact 
that Lake Fairways is essentially built-out, FFEC is requesting 
that no margin reserve be included in the us ed and . useful 
calculations for the water treatment plant. FFEC has requested a 
margin reserve of 20 percent for its wastewater treatment plant, a 
margin reserve of 138 ERCs for the water distribution system and a 
margin reserve of 142 ERCs for the wastewater collection system. 

Lake Fairways • wastewater treatment plant experie nced an 
average growth of 19 percent from 1985 to 1989. Due to t hr fact 
that margin reserve should not exceed 20 percent, we agree ~ith the 
utility and will include a margin reserve of JJ,OOO GPO. 

For the Lake Fairways water distribution system, the average 
growth of ERCs over the last f i vo years is 2 4 0 ERCs. However , 
since the utility only has the line distribution capacity to serve 
1,551 ERCs and is already serving 1,413 ERCs, the total margin 
reserve added in ERCs should be limited to 138 ERCs . 

., 
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The wastewater collection system experienced an average growth 
of 247 ERCs over the last five years. However, as mentioned above, 
only 142 ERCs are needed until the system is at bu~ld-out . 

Therefore , we will include a margin reserve of ! 42 ERCs in the 
calculation of used and useful. 

Used and Useful 

We calculated used and useful for the water treatment plant by 
adding peak flow, required fire flow, margin reserve , less any 
excessive unaccounted for water, and then dividing by total 
capacity . The used and usefu l percentage of the wastewater 
treatment plant was calculated in a similar ma nner by adding the 
average flow of the peak month and the margin reserve, less any 
excessive infiltration, and then dividing by total capacity . 

I 

The used and useful percentages f or the water distribution 
system and the wastewater collection system are calculated by 
determining the average number of connec t ions to t he system for the I 
test year, adding a margin reserve and then dividing by the 
capacity of the present distribution or collection system. 

Lake Fairways • water treatment plant's maximum daily flow 
exceeds the total capacity . Th erefore , the water treatment pla r. t 
is considered 100 percent used and useful. 

The wastewater treatment plant was expanded from .150 MGD to 
. 300 MGD in 1989. Before its expansion , the wastewater treatment 
plant was considered 100 percent used and useful . In the MFRs, the 
utility s howed an average daily flow of .165 MGD for 1990 . Since 
the average growth of the utility for t he last five years exceede d 
20 percent , we believe it appropriate to cap the margin reserve at 
20 percent. Th is adds 33,000 GPO to the average daily flow and 
results in a used and useful percentage of 66 percent for the 
wastewater treatment s ystem . 

The utility calculated its used and useful percentage for the 
wastewater trea tmen t plant using the flows approved by DER for the 
design capacity of the wastewater treatment plant expansion . The 
utility projected 1,358 mobile homes in 1990. The permitted flow 
per mobile home is 150 GPO. The utility also added in a margin 
reserve of 20 percent or 272 mobile homes . Th is brought he total 
projected flow for 1990 to 24 4, 500 GPO. Dividing this flow by the 
c apacity of 300 , 000 GPO yielded a used a nd useful percentage of 82 
percent . I 



I 

I 

I 

ORDER NO. 247 33 
DOCKET NO. 900521-WS 
PAGE 7 

Tho utility stated that the DER would not allow the utility to 
use historical flows to determine the permitted flow per mobil e 
home. We are i nformed by the DER South District Off ice tha t the 
DER does not mandate what the utility has to usc as flow data f o r 
its c ustomers. If the e ngineer for the utility can s how flows 
based on historical d ata , then DER will issue a permit to the 
utility for that flow. The engineer hired by the utility submitted 
an application which r equested 75 GPO per pe r son, with two people 
per mobile home. This equated to 150 GPO per mobile home . Based 
on the 1989 wastewater flows for Lake Fairways and Pine Lakes 
Mobile Home Parks, we calculated a n average daily flow of 95 GPO 
per mobile home. Also, the average daily usage of water for the 
single family residents in 1989 was only 115 GPO, so even with 100 
percent return of water, the wastewater flows would still not be 
150 GPO. 

It is not clear whether o r not the DER required the 1 50 GPD 
flow or the e ng ineer for the utility r eques ted the 150 GPO f l o w. 
The DER official that processed t he a pplicat ion l.S no l o nger 
working at DER. However, we believe that since histori cal data is 
available , the used and useful percentage for the wast('>water 
treatment plant should be calculated using that data. An example 
of this is i n t he case of a utility needing extra capacity t o 
connect more c ustomers. The utility could r equest DER tc al lo·• i t 
to connect additiona l customer s based o n the fact that its 
historical flows are lower than i t s permitted f lows . However , i n 
the case of a utility that will ne ver reach its pe rmitted capacity, 
there is no be nefit to the utility to c hange its permitted f lows 
based on histo r ical data. 

The utility also argues that the wastewater treatment plane 
will not reach 100 percent u sed and useful based on flow data e ve n 
when the service area is at build-out. Therefore , the uti lity 
believe o the used and useful percentage should be based o n the 
percentage of service territory t hat is occupied . The util i ty 's 
consulta nt stated that the utility was approximately 82 pe r cen t 
bu i lt-out. 

We d o not believe that the used and usefu l perce n t age fo r a 
treatment plant should be based on the pe rcentage of terr itor y tha t 
is built-out. Th i s method makes t he assumption that t he service 
area is at least as large as the treatment plant. Th i 3 is clearly 
a mismatch. It als o does not take i nto consideration the var ious 
types of cust omers that exist in that service t erritory . It is 
Commission practice to consider the utility 100 percent used and 
useful at build-out. Therefore, we believe tha t used a nd u s eful 
percentages s hould be based o n h istorical flows r ather than the 
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permitted flows or the percentage of service terri tory tha t is 
built-out . The wastewater tre atment plant should therefore, be 
considered 66 percent u s ed and useful. 

Since the utility only has the line distribution capacity to 
serve 1, 551 ERCs a nd is already serving 1,413 ERCs, the addition of 
margin reserve causes the used and useful percentage to be above 
100 percent . This is also the case with the wastewater collection 
system. Therefore, we find that the water distribution and 
wastewater collection syst ems are 100 percent used and useful . 

Plant-in-Service 

our audit found several capital items that the utility 
recorded as expenses in 1989. The f i rst invoice was for $3 , 054 for 

I 

two breathing uni ts and wall-mounted cases. These items s hould be 
considered as part of general plant. The units will provide 
service for more than a one-year period. In addition, the cost is 
subs t a ntial and s hould be depreciated over the useful life. I 
Therefore , this invoice should be capitalized as util i t y plant- i n
service. This invoice was p a id in 19P9 , therefor e no adjustment to 
the 1990 test year expenses is needed. 

The audit also found that the utility ha d been recording its 
meters as expenses since 1988. An adjustment must be made to 
reflect the cost of the meters. The ut i lity submJ.ttcd several 
invoices reflecting the cos t of the meters and the number ot 
customers c onnec ted to the system in each of these years. The 
utility indicated that t ho meters were installed by employees who 
pe rformed many functions and ins talled meters while out i n the 
field. When a s ked a bout the additional labor costs to ins t all the 
meters, the utility responded that the cost was minimal and should 
not be included in the capitalization of the meters . Based on this 
information, we find that utility plant- i n-service s hould be 
i nc reased by $9,622 to reflec t 282 meters installed in 1988 and 
1989 . Accordingly , water plant-in-se rvice s hould be increased by 
$ 11,149 and wastewater plant-in-service should be increased by 
$1,527. 

The accumulated depreciation must be adjusted t o reflect 
accumulated depreciation as if these items had been proper ly 
capitalized at the time of acquisition. This results i n an 
increase to accumulated depreciation of $939 for the wat r system 
and $153 for the was tewater system, which we find to be I 
appropriate. This increase in uti lity plant-in-service will impact 
tho depreciation expense. Therefore, we find that d epreciat ion 
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e xpense should be i ncreased by $583 for the wat er system a nd $102 
for the was tewater sys tom. 

Plant ijcld for Future Use 

The MFRs reflect a zero balance for water plant held f o r 

future usc. Since the water facilities were found to be 100 
percent used and useful, no adj ustme nt i s necessary for the wate r 
system . 

The utility calculated non-used and useful wastewater 

treatment plant i n the amount of $122 ,726. The utility' s 
calculation of the non-usc<! and useful portion of the related 
accumulated depreciation is $19,460. 

Base d on our earlier decision, the wastewater treatment p lant 
is 66 percent used and useful. Applyi ng this percentage to the 
a ve rage was tewate r treatment plant-in-service r esults i n a non- used 

and useful portion of plant in the amount of $23 1 , 954. There fore, 

the MFRs must be adjusted by $109 ,228 to reflect our c alculation of 
the non-used and useful portion of the wastewater treatment plant. 

Applying the same 66 percent to the related accumu lated 
de preciation results in a non-us ed and useful portion of 
accumulated depreciation i n the amount of $36,765 . Ther efore , the 
MFRs must be adjusted by $17,305 to reflect this calculation o f the 
non-used and useful portion of the accumulated depreciation . These 
adjustments res ult in a net adjustment of $91,92 3 to the wastewater 

plant held for future use. 

The utility calculated depreciation expense related to plar1t 

held for future use as $6 , 555 . Using our adjusted non-used and 
useful percentage , we find that the appropri ate depreciation 
expense related to the plant held for future use is $10 , 888 . 

Therefore, we will reduce the depreciation expense by an additional 
$4,33 3 . 

The HPRs i nclude a land value of $1,092 for the water s ys tem 
and $49, 935 for the wastewater system. The prior ate case 

included the same amount of land for the water system a nd a lower 
amount of $26 , 504 for the wastewater system. In 1987 , t he util i ty 

purc hased approximately 1.5 acres for the expansion of the 
wastewater system designed to include the Pine Lakes system. The 

land i s i n the name of FFEC-Six, Inc . 
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Commission Order No. 24240, issued March 14, 1991, 
~cknowladged tho restructuring and name change of the util ity f r om 
FFEC-Six, Inc . t o FFEC-Six, Ltd. The util i ty has not ye t c hange d 
the name on the title to the land . Commis sion polic y i o that e ach 
utility should own, in its name, t he land where the ut i l ity 
facilities are located or submit e vide nce of long-term access and 
u s e of the land, such as a 99-year lease. 

While FFEC-Six, Inc. continues to exist as the ma jt)r i t y 
ownership partner, we beli eve that it is reasonable to expect the 
u t i lity to ad j ust the name on the title to FFEC-Six, Ltd . 
Therefore , the utility should r e -title the land. Howe ve r, the 
utility indicated that the re may be certain county- i mpos ed cost s 
involved in transferring the title. In the alternative, the 
uti l ity c an provide evidence of an agreement that provide s f o r the 
c ontinued u s e of the land, s uch as a 99 - year lease . Either course 
of a c t i on should be taken within J O days of the date o f this Order. 

I 

We have reviewed the land values shown in the MFRs . The land I 
shown in the prior case was brought forward at the s a me va lues . 
FFEC purchased additional land in 1987 from a r e l ated pdrty . We 
r e viewed the calcul ation of the land cos t alloc ated to the utilit y . 
The land cost allocated resulted in an average cos t of $1 5 , 6 2 1 per 
a c re for a total cost of $23 ,4 31. We find that this is a 
r e asonable cost and should be added to rate base . Th is r esu l t s in 
a total land value of $1,092 for the water system and $ 49 , 935 for 
the wastewater system. 

c ontributions - i n-Ai d-of - Construc tion CCIAC) 

The MFRs reflect a December 31, 1990 bala nce for CIAC of 
$393, 381 for the wate r syste m a nd $765, 14 J for the wa s t ewa t er 
syst em. The utility adjusted the year-end balanc e to inc lude the 
test year average in rate base a nd to impute CIAC o n the ERCs 
included in the margin reserve. The utility imputed CIAC o n 138 
ERCs for the water system and 272 ERCs for the waste wate r syst em . 
As previously indicated, we agree with the u tilit y's c a lcu l at ion of 
138 ERCs for the margin reserve for the water system . Howe ver , we 
calculated a margin reserve of 274 ERCs f or the wastewa t e r s ys t em . 
Therefore , we must adjust the utility's imputation of CIAC f o r the 
additional 2 ERCs i n the margin reserve. This results i n an 
additiona l $1 , 385 in the wastewater CIAC. 

The utility filing is based on a projected t est ye ar e nde d I 
December J 1, 1990. Nine months of the test year a re based o n 
actual data and the last three months are based on proJect ed da t a . 
The audit compa red the 1989 and 1990 general ledger bala nces of 
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CIAC to the MFR balances. In both years, a discrepanc y was fou nd 
between the MFR balances and the general ledger balances . At 
December 31, 1989, the water CIAC in the MFRs appears to be 
overstated by $50 , 240 and the wastewater balance appears to be 
understated by $50,240. The December 31, 1990 balances are 
similarly misstated. Therefore, we find it appropriate to adjust 
the MFRs to the general ledger balances. 

Incorporating these two adjustments results in an average test 

year balance for water CIAC of $471 , 221 and an average test year 
balance for wastewater CIAC of $872,793. 

The MFRs reflect an average est year balance of accumulated 
amortization of CIAC of $ 56 ,290 for the water system and $114 , 889 

for the wastewater system . These balances include a utility 
calculation of the accumulated amortization related to the 
imputation of CIAC on the ERCs included in the margin reserve. 
Based on the above, a related adjustment must be made to the 
accumulated amortization account for wastewater. This results in 

an increase of $44 . Therefore, the average test year balance of 
accumulated amortization of CIAC is $56,290 for the water syste~ 
and $114,933 for the wastewater system. 

A related adjustment must also be made to depreciation 
e xpense. The additional amount of annual amortization related to 
the imputation of CIAC is $44 . Therefore, we will reduce 
depreciation expense by th is amount. 

Prior case Accumulated Depreciation 

Order No. 14141 , issued in the utility ' s pr~or rate case, 
included an adjustment to decrease accumulated depreciation by $212 

for the water system a nd $1,985 for tho wastewater system. The 

audit found that when the utility recorded the prior rate case 
adjustments to accumulated depreciation, the adjustment was 
reversed. Thus, we will make a n adjustment to correct this error. 
This results in a decrease to accumulated depreciation of $4 24 for 
the water system a nd $3,980 tor the waste water system . 

Working Capital 

The utility calculated its working capital using the fornula 
method, that is, one-eighth of operation a nd maintenance (0 & M) 
expenses , as set forth in the MFRs . However , we have reduced the 

0 & M expense level requested by the utility, as d iscussed in ~ 
subsequent portion of this Order . Accordingly, we are adjusting 
the working capital amounts requested by the utility. Thus, we 
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find the appropriate amount of working capital to include in r a t e 
base to be $19,819 and $17,719 for the water and wastewater 
s ystems , respectively. 

Ra t e Base 

Based upon the utility' s fil i ng a nd our adjustme nts . thereto, 
we find the average test year rate base to be $1,056,929 fo r the 
water s ystem and $1,606 , 752 for the wastewater s ystem . 

CAPITAL STRUCTURE 

Long-term Debt 

I 

The MFRs show a test year average balance of long- term debt in 
the amount of $3 , 372 , 593 . This actually represents the year-end 
balances of two types of long-term debt. The first is a set of 
three notes payable to a n associated company, totalling $1,897 ,4 89 . I 
The second is a note payable to First Interstate Mortgage Company 
(FIMC) in the amount of $1,475 ,104. 

We rev iewed the notes payable to the associated company. T~e 

notes range in values and maturity terms; howe ver, the three are 
a ll at nine percent interest . We believe that the notes are 
reasonable and that the a verage balance of $1,897,489 a nd the 
interest rate of nine percent s hould be included in the capital 
structur e. 

The PIMC note was a t a n int e rest r a t e o f prime plus 1/2 
percent and was due to mature on September 30, ·1992 . Further 
review of the FIMC note revealed that the utility =efinanced the 
note with Mutual of New York (MONY) e ffective December 31 , 1990 . 
Because this refinanci ng occurred during the tes t year (although on 
the last da y), we will recognize it i n the capital structure. 
Because the MONY note is representative of the cost to the utility 
when rates a re in effect, we believe that the MONY note should be 
substituted f o r th~ FIMC note. This results in an increase t o 
long-term debt of $24,896. The stated interest rate o f the MONY 
note is 9 . 875 percent . This rate is representati ve of the cost to 
the utility when rates are i n effect; therefore, the annual cos t of 
9 . 87 5 percent should be s ubstituted for t h e pr ime plus 1/2 e r cent 
rate for the FIMC note. 

The utility also included the amortization of loan costs in 
determining the appropriate cos t of long-term debt . This is 
consistent with Commission policy. Late in the processing of this 
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case the utility prov ided the issue costs, $533,474.58, r elated to 
the MONY note and copies of the related invoices. Upon review of 
the invoices, we found that several referred to the reo rganiza t ion 
of the utility and several others contained insufficient detail to 
determine the purpose of the i nvoice. The list below shows the 
costs submitted by t he uti lity and those which we believe have been 
supported by invoices. The utility w s sent a letter d etailing 
wh i ch items appeared to need additional support. The utility 
d ecided i t did not want to make public the details of its 
reorganization and therefore did not respo nd to several of ou r 
requests . The ut1lity stated tha t it was willing to accept only 
those costs whic h were fully j ustified without the additional 
information. 

The i nvoices tha t did not h a ve sufficient detail to dete rmine 
the nature of the bi lling are: Item 12 to Coopers and Lybrand; 
Item 29 to He nder son, Franklin, Stannes & Holt, P .A., and Item 35 
to Lan Ron to reimburse for Price Waterhouse expenses . These 
invoices either s tated "progress billing" or " analysis" with no 
further explanation. Wi thout further e xplanation, these charges 
must be disallowed. 

Several invoices referred to the reorganization of the utility 
and its re l ate d companies. These i nvoices are: Items 13, and 3 1-
33 to Coopers and Lybrand ; I tem 30 to Irell and Manella; and Item 
36 to Ernst and Young. These invoices referred t o the 
reorganization and the related activities s uc h as calculations 
rega rding the shareholder basis i n assets, the asset tra nsfers , a nd 
the tax planni ng issues . We believe that these costs shou ld not be 
included i n the debt issue costs. They could be considered 
organization costs and capitalized , if the reorganizati on wa s 
benef i cial to the c ustomer s . Howev e r, we are not capitalizing 
these costs at this t ime because additional documentation is needed 
to j ust ify them . 

We a re also concerned wi th the number of accounting and 
engineer i ng firms wh ich were included in the list . It appears that 
s ome duplicati on cou l d ha ve occurred. Howeve r, sever al of • he 
above adjustme nts removed some of the duplicated types of charges . 
However, there are st i ll several charges in Items 23-25 to MONY for 
legal and e ngineering fees . Since we are uncertain what these fees 
covered , we must disallow these costs . 

, 
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FFEC-SIX, LTD . 
DEBT ISSUE COSTS 

ISSUANCE OF MONY DEBT 

Schedule of Costs; 
1) 60 Minute Photo 
2 ) Tri-Coun ty Title 
3) Johnson Engineering 
4) Johnson Engineering 
5 ) Federal Express 
6 ) Missimer & Assoc 
7) Northland Financial 
8 ) Department of State 
9) Federal Express 

10) Johnson Eng i neering 
11) US Postal Service 
12 ) Coopers & Lybrand 
13) Coopers & Lybrand 
14) Feder al Express 
15 ) Johnson Engineering 
16 ) Federal Express 
1 . ) Johnson Engineering 
18) MONY Origination Fee 
19) Lee County Clerk 
20 ) Secretary of State 
21) Title Ins urance 
22) Title Insurance 
23 ) MONY (Legal Fees) 
24 ) MONY (Engineering Fees) 
25 ) MONY (Escrow Fee) 
26) Ms. J une McNew 
27) Olsten Temporary 
28) Northland Financial 
29) Henderson Franklin 
30) I r ell & Ma nella 
31) Coopers & Lybrand 
32) Coopers & Lybr and 
33 ) Coopers & Lybrand 
34) c & s Ltr of Credit Fee 
35) Lan Ron Prepd Loan Costs 
36 ) Ernst & Young 

Per Utility 
79 . 56 

185.00 
20,135.16 

441.9 5 
22.50 

2 ,935.00 
50 ,000.00 

1,846.25 
110.50 

13 , 759.57 
28 . 95 

3,000.00 
8 , 500 . 00 

15 . 50 
1 , 899 . 00 

97.50 
2,052.35 

60 , 000 . 00 
63 , 042. 55 

131.25 
36 ,600.00 

575 . 00 
20 , 000.00 

6 , 000 . 00 
1 , 000 . 00 

250.00 
351.7 5 

70 , 000 . 00 
69 , 896 . 00 
52 , 150.00 

9 , 850.00 
2,750.00 

600.00 
4, 671.24 

31 , 893 . 00 
18 . 605 . 00 

$553 , 474 . 58 

Per Commiss..i.Qn 
79. 56 

185 . 00 
20 , 135 . 16 

441. 95 
22 . 50 

2,935.00 
50, 000 . 00 

1, 846 . 25 
110 . 50 

13 ,759 . 57 
28 . 9 5 

0 . 00 
0 . 00 

15 . 50 
1,899 . 00 

97 . 50 
2 , 052 . 35 

60,000 . 00 
63 , 042 . 55 

131. 25 
36 , 600 . 00 

575 . 00 
0 . 00 
0 . 00 
0 . 00 

- 250 . 00 
351 . 75 

70,000 . 00 
0.00 

19, 950 . 00 
4, 700 . 00 

0 . 00 
o. oo 

4, 671. 24 
720 . 19 

0.00 
$3 54, 600 . 77 

I 

I 

Reducing the $553,474 . 58 requested by the utility by the costs I 
wh ich have bee n dis allowed, results i n total debt issue cost s of 
$354,600 . 77 . These costs should be amortized over the life of the 
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debt. The debt matures in five years. This results in an annual 
amortization of $8,865. 

The remaining balance of the unamortized loan costs related to 
the FIMC note should be included in the calculation of an effective 
interest rate. Because the FIMC note was refinanced prior t o 
maturity , there is a $12,569 balance of unamortized loan costs . 
This rema i n i ng balance should be amortized over the life of the 
MONY note. This results in an a nnual expense of $2 , 514. 
Incorporating the two amounts of debt issue costs r esults in an 
effective i nterest rate of the MONY note of 10 . 63% . 

Averaging the MONY note and the notes to the associated 
company , we find that the average test year balance of long-term 
debt is $3,397,489 . Tho adjustments to t he cost rates resu l t in a 
weighted cost of long-term debt of 9.72\. 

Return on Equity 

In the prior rate case, order No. 14141 established a r e turn 
on equity of 15 .9 percent, with a range of 14.9 percent to 16 . 9 
pe r c nt. The utility ' s MFRs reflect that the utility has a 
negative retained earnings which offsets the utility ' s entire 
equity i nvestment . Therefore, consistent with Commission practice, 
the utility has reported a zero equity investment. 

However, we believe that the last authorized return on e qu i ty 
s hould be updated to a cost more reflective of the current market 
conditions . On Marc h 18, 1991 , the Commission issued Order No. 
24246 establishing a new leverage formu la tor water and wastewater 
utilities . The Order became effective on April - 9 , 1991 . The 
formula approved is as follows: 

Return on Common Equity • 9 . 96 + 1 . 26 1 Equity Ratio 

This formula results in a minimum return on equity of 11 . 22 
percent. The order further states that in order to discourage 
imprudent financial risk, the authorized return on common equity is 
limited to a maximum of 13.11 percent for all watertwastewl!lter 
utilities with equity ratios of less than 40 percent. 

Using the new leverage formula and the utility ' s zero equity, 
we will establish a new r eturn on equity of 13 . 11 percent , with a 
r a nge of 12 . 11 percent to 14.11 percent . Th is return would only be 
applicable to future proceedings, such as overearnings, interim 
rate s , or AFUDC , where the last authorized return on equity is 
r e quired for calculation purposes . 

~ 
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Deterred Income Taxes 

At the time of the utility's last rate case it was an 1120 
Corporation for tax purposes . Order No. 14141 included Jeferred 
income taxes in the capital structure a nd income taxes in the 
operating expenses. 

From its incorporation t hrough 1986, the utility showed book 
income and tax losses, resulting in the deferral of income taxes 
due to book and tax depreciation differences . However in 1987, due 
to expansion of its facilities, the utility began to incur book 
losses. Effective January 1, 1987, the utility elected to be a 
Subchapter S corporation for tax purposes, in order to pass the 
losses through to the shareholders. The change to an S corporation 
was structured as a nontaxable event . 

I 

At the time of the election, the utility balance of 
Accumulated Deferred Income Taxes was $106,656. Upon electing S 
corporation status , the utility eliminated this balance by wr iting I 
it oft to Paid-In-Capital. The utility ' s accountant stated thac 
this entry was made because, as an S corporation, the utility was 
not subject to income tax and the deferred tax liability was 
assumed by the shareholders. In 1991, the utility r eorganized as 
a limited partnersh ip, FFEC- Six , Lt d., with the s corporation as 
the majority interest partner. The reorganization was al~o 

structured as a nontaxable transaction, allowing the asset bases to 
be carried over to the partnership with no recapture of 
depreciation. Therefore, the deferred taxes have not been paid t o 
the Internal Revenue Service . 

We recognize that, as a partnership, the utiliCy itself (FFEC
Six , Ltd.) does not have a deferred tax liability . However , the 
utility has been collecting customer rates that were based on a 
revenue requirement which included deferred income tax expense. 
Therefore, we believe the customers should continue to benefit from 
the accumulated deferred income tax balance. This can be 
accomplished by including the deferred tax balance in the capital 
structure as zero cost capital. However , we believe that the 
balance is more appropriately termed as " Regulatory Liability -
Unamortized Deferred Taxes" because the utility has no deferred tax 
liability. 

Deferred taxes are normally amortized to cost of service as a 
reduction to income tax expense. Because a partnership incurs no I 
tax liability and is not allowed income tax expense in its rates , 
above-the-line amortization will produce a negative tax expense. 
Further, the deferred tax liability i n this case has been assumed 
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by the partners. As a result or the organ izational restructur i ng, 
the utility was able to reduce its debt costs which directly 
benefits the customers by reducing the overall rate of return . The 
annual savings in interest expense exceeds the annual amortization 
of deferred taxes . For these reasons , we believe that amortization 
below-the-line is more appropriate in this case . The rate of 
return benefit of the deferred tax balances to the customers is not 
impaired by this treatment. 

The deferred tax balance at January 1 , 1987 was $106,656 . 
Because the deferred taxes relate to the difference between book 
and tax depreciation rates, we believe that the composite 
depreciation rate should be used to amortize the deferred taxes . 
This results in an additional amortization of $14 , 505 and a 
remaining bala nce of $92 , 151 at December 31, 1990. The test year 
average for deferred taxes s hould be $93,964 . 

Overall Rate of Return 

The utility requested an overall rate of return of 10 . 38 
percent. Based on the adjustments d iscussed above and using the 
utility ' s capital structure with each item reconciled ~o rate base 
on a pro rata basis , we fi nd that the overall cost of capital is 
9 . 46 percent. Since the utility has zero equity, there is no range 
established for the overall rate of return. 

NET OPERATING INCOME 

Attached as Schedules Nos. 3-A and 3-B are our schedules of 
water and wastewater operating income . Our adjustm~nts thereto a r e 
shown on Schedule tlo. 3-C . Those adjustments essentially mechanical 
in nature or which are self-explanatory are s hown on those 
schedules without further explanation i n the text of th1s Order . 

Purchased Water Expense 

As previously discussed, the utility purchases water for 
resale from Lee ~ounty . This water is only used for the Pine Lakes 
water system. In October 1990, Lee County notified the utility 
that the rate for bulk purchased water was increased. FFEC 
included a pro forma adjustment to the test year expenses t o 
include this increase. We find it appropriate to make s everal 
adjustments to the util ity ' s calculation . 

The new monthly bill is $1.41 for the total units at build-out 
(867) plus a $1.60 monthly administrative charge plus $2 . 16 per 

, 
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1,000 gallons. The old rate was a flat charge of $354.94 plus $2.10 
per 1,000 gallons . 

The utility ' s calculation increases the 1989 purchased water 
cons umption by 18 percent, based on a five year growth rate. The 
consumption , adjusted for growth , was then multiplied by the 
increase in the gallonage charge . Two adjustments must be made to 
this calculation. First, the actual 1990 consumption should be 
used to calculate the expense. The projected consumption, using 
the ut jlity ' s calculation was 26 ,082,000 gallons. The actual 
consumpt i on for 1990 was 27,675,000 gallons. We believe it 
appropriate to increase the expense by $11, 7 01 to reflect the 
difference between the 1990 actual consumption and the 1989 actual 
consumption at the old rate of $2 . 10. The expense should be 
further increased to add the rate increase of $.06 for the 
addi tiona! consumption we have calculated. This results in an 
additional $95. 

I 

The total expense should be compared to the projected expense I 
for 1990 and the difference should be the second djustment. The 
utility's calculation uses 1989 data and growth rates and makes an 
assumption that the projected 1990 expense does not already include 
any of the growth or rate increase. However, the 1990 expenses are 
based on nine months of actual data , so the expenses already 
include some of the growth. Therefore , the total calculated 
expense at the new rate should be compared to the pro jected 
expense. The difference results in a decrease of $8,459. 

These adjustments total a net increase to the utility' s 
adjustment of $3 , 337, for a total adjustment to the purchased water 
expense of $15,332. -

o & M Expenses 

The audit found several capital items that the utility 
recorded as expenses in 1990. The f irst invoice was $405 for 
engineering services related to the construction of the wastewater 
treatment plant expansion . All related costs of the construction 
should be capitalized as part of the construction . Therefore, this 
invoice must be reclassified from expense to utility plant-in
service . 

While reviewing the monthly balances of the expense accounts, 
we found a high monthly expense for July 1990 in the materials and 
supplies account in the wastewater system. Further review 
indicated that the utility had charged three invoices for 
laboratory equipment to this account . The utility had reversed the 

I 



I 

I 

I 

ORDER NO. 24733 
DOCKET NO . 9 00521-WS 
PAGE 19 

entry in a later month, after the MFRs were prepared. These 
invoices total $4,880. The correcting entry should be made. The 
materials and supplies expense should be reduced and utility plant
in-service should be increased to reflect this adjustment . 

The audit a lso found that the utility had been recording its 
meters as expenses since 1988. An adjustment must be made to 
remove the meter expenses in 1990. The utility submitted several 
invoices reflecting the cost of the meter:.. and the number of 
customers connected to the system. The utility indicated that the 
employees who installed the meters performed many functions while 
out ~ n the f i eld. Whe n asked about the additional labor costs t o 
install the meters, the utility responded that the cost was minimal 
and s hould not be included in the capitalization of the meters. 
Based on the information supplied by the utility, we will reduce 
the test year expense by $3,260 and increase utility plant-in
service by an equal amount to reflect 88 meters installed in 1 990 . 

Further, accumulated deprec i ation must be adjusted to reflect 
accumulated depreciation as if these items had been properly 
capitalized at the time of acquisition. This result-s in an 
increase to accumulated depreciation of $266 for the water system 
and $182 for the wastewater system. 

The increase in utility plant-in-service will also impact the 
depreciation expense, causing it to increase by $163 tor the water 
system and $338 for the wa s tewater system. 

Ra t e case Expense 

The MFRs i nclude estimated rate case expense in the amount of 
$70 ,000 . This is based on $37,500 for accounting consultants , 
$ 30,000 for attorney fees and $2,500 for out-of - pocket expenses 
such as the filing fee, and postage and printing costs for the 
notices. 

On March 27 , 1991, the utility submitted its actual bills 
received to date, its current unbilled expenses and the estimate to 
complete the rate case through the PAA process. The tota 1 
estimated cost is significantly lower than the original estimate. 
The accounting fees incurred to date total approximately $3 0 ,000. 
The legal fees to date total approximately $9,000 and the out o f
pocket expenses total approximately $5, 000. The utility has 
e s timated its additional expenses to be $4,000 for lega ".. fees, 
approximately $2,000 for the accounting consultants and 
approximately $1,500 for out-of-pocket expenses . We have added an 
additional $2,000 estimated expenses to the costs associated with 
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the Motion for Reconsideration of the interim order and various 
other activities to complete the processing of the case. This 
results in an actual an estimated rate case expense of $53 , 500 . 
Thus, rate case expense shou ld be reduced by $16,500. 

Section 367 . 0816, Florida Statutes, requires that rate case 
expense be amortized over a per ' od of four years. Amortizing the 
$53,500 over four years results in a reduction to the amorti zation 
expense of $2,091 for the water system and $2,034 f o r the 
wastewater system. 

Section 367.0815, Florida Statutes states i n pertinent part: 

[I]n the event that a rate increase is granted, but in an 
amount less than requested, tho rate case expense , 
including costs and attorneys fees , s hall be apportioned 
in such a way that the public utility shall pay a 
proportion of the rate c ase expenses which is equa l t o 
the percentage di f ference between the rate inc rease 
requested and the rate increase approved. However, no 
such apportionment s hall be allowed if it wi ll cause the 
utility ' s return on equity to drop below its author ized 
range . 

In this particular case , the utility has a zero equity 
balance . The entire net operating income is alloc ated t o the 
interest on the debt. If we were to adjust rate case e xpe nse, 
based on the statute, the util ity would fall below its aut ho r i zed 
return. We believe hat the implied return on equity range i n this 
case is zero. If we were to adjust rate case expense as r e f erenced 
in the statute, the return on equity would drop below zer o . 
Therefore, we believe that no adjustment is required in this case . 

Annual ization of Depreciation Expense 

Schedule B-3, Page 2 of 2 of the MFRs is the schedule of 
adjustments to the Operating Statement. Adjustment (B) i!. the 
adjustment to depreciation expense . This adjustment includes an 
annualization of the depreciation and amortizat i on expense . The 
utility has adjusted the test year expense, based on the a verage 
test year pla nt, to a depreciation expense based on the year-e nd 
plant. The same approach has been taken with the amortization of 
CIAC . 

Commission policy is to use an average test year fo r rate 
making purposes. The utility has included an average rate bas e a nd 
capital structure in its MFRs. The rates are base d on the billing 

I 
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analysis , which is in essence, an average customer base. However, 
in this adjustment, the utility has partially reduced the effect of 
an average test year by annualizing the depreciation expense. 
Therefore, we believe it appropriate to remove from d~preciation 
expense the effec t of the annualization . Using the depreciation 
rates set forth in Chapter 25-30.140, Florida Administrative Code, 
we have calculated depreciation and amortization expense on the 
average balance of plant and CIAC. Becaus e the utility made few 
additions to the water plant during the tes t year, t he 
annualization adjustment was immaterial . Therefore , no adjustment 
will be made t o the wate r expense. Howe ver, our calculation of the 
d e preciation expense on t:hc a verage wast ewat e r plant totalled 
$97 , 202. Since the utility • s calculation totalle d $102 , 204 , we 
will reduce the depreciat ion expense by $5,002 t o remove the 
annualization effect. our calculation of the amortization expense 
for wastewater totalled $23, 2 45 . Since the uti lity 's calculation 
totalled $24, 255 , we will reduce the amortization expense by $1,010 
to remove the effect of the annualization . These two adjustments 
result in a net decrease to depreciati on expense of $3 , 992 , which 
we find to be appropriate. 

Ad Valorem Taxes 

The MFRs i nclude ad valo rem taxes of $21 for the water s y stem 
and $3 , 976 for the wastewater system. These amounts represent the 
1989 ad valorem taxes billed by Lee county and paid in Ma r ch ~990 . 

Commission policy is that the utility should pay the earliest: 
payment available. Because the tax bills are discounted for each 
month paid early, it is a p r udent management decision t o pay the 
lowest bill possible . Therefore, we will reduce taxes other than 
income by the discount forfei t ed by the utility. 

We believe it appr opri ate to substitute the 1989 bills with 
the 1990 ad valorem tax bills. These are t he bills whic h shou ld 
have been paid during the projected test year, in order to pay the 
lowest amount. The November 1990 tax payable was $19 . 65 for the 
water system a nd $3 , 788.12 for the wastewater system . Therefore , 
we will reduce the wastewater taxes other than income by $188 t o 
the $3,788 level. The adjustment to t he water s ys tem is immaterial 
and so none will be made. 

Operatjng Income 

Based on our previ ous adjus tments , we find the appropriate 
test year operating i ncome to be $16 , 581 for the water system and 
$113 , 068 for the wa s tewate r system . 
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REVENUE REQUIREMENT 

The utility requested annual revenues of $345,568 for the 
water system and $413, 5 41 for the wastewater system. Based on our 
adjustments discussed herein, we find the appropriate an.1ual 
revenue requirements to be $330,034 for the water system and 
$378,233 for the wastewater system . This represents an annual 
increase of $87,317 (36 percent) for the water system and an annual 
increase of $40,738 (12 . 1 percent) for the wastewater system. This 
gives the utility the opportunity to recover its expenses and ea rn 
a 9.46 percent return on its investment in rate base . 

BATES AND CHARGES 

Monthly service Rates 

I 

As previously stated, the permanent rates requested by the 
utili ty are designed to produce annual revenues of $345,568 and I 
$413, 54 1 for water and wastewater, respectively . The r equested 
revenues represent increases of $102, 851 (4 2 . 4 percent ) for water 
a nd $76,046 (22. 5 percent) for wastewater based o n the project ed 
test year, 1990. 

Since we have dete rmined that the annual revenue requiremen t s 
f or the utility are $330 ,034 for water and $378,233 for wastewater, 
we will design final water and wastewater rates to give the utility 
the opportunity to achieve thos e annual revenue levels . 

We will reta i n the base facility charge rate structure because 
of its ability to track costs and give customers some control over 
their water and was tewater bills. Each customer pays h is or her 
p ro rata share of the related cost necessary to provide service 
t hrough the base facility charge and for actual usage through the 
gallonage charge. 

We find the following rates to be fair, just and reasonable . 
Th e rates for wastewater service include a base charge for all 
residential custom~rs regardless of meter size, with a cap of 6 , 000 
gallons of usage per month o n which the gallonage charge may be 
billed. There is no cap on usage for general service wa s tewater 
bills. The differential in the gallonage charge for reside~tial 
a nd g e neral service wastewater customers is designed to r ecognize 
that a portion of a residential customer's water usage wi ll not be I 
returned to the wastewater system. 
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The approved rates will be effective for meter readings on or 

after thirty days from the stamped approval date on the revised 

tariff sheets. The revised tariff s heets will be approved upon our 

staff • s verifica tion that the tariffs are consistent with our 
decision , that t he protest period has expired, and the proposed 

customer notice is adequate. 

The utility ' s original rates, interim rates, requested rates, 
and the final approved rates are set forth below for comparison. 

Rate Schedule 

Monthly Rates - Water 
Residential and General Service 

Utility Commission 
Utility Proposed Approved 
Present Interim Final Final 

.B~t~~ .Bi\t~~ .B~t~~ Bat~~ 

M~t~~;: Si~g 
5/8" X3/4 11 $ 4 . 24 $ 5.99 $ 5 . 47 $ 6 . 29 

3/4 11 Nfl\ N/A N/A 9 . 44 
1" 10.60 14.98 13 . 68 15.73 

1 1/2 11 21.18 29 .95 27.35 31.4 5 
2 " 33 . 89 47 . 92 43 . 76 50 . 32 
3 " 67.79 95.84 87.52 100.64 
4" 105 . 92 149.75 136.75 157 . 25 
6 " 211.84 299.50 273 . 50 314.50 

Gallonage Charge $2.43 3 . 42 3.61 3.17 
(per 1,000 gallons) 

Monthly Rates - Wastewate~;: 

Meter Size 
All Sizes 

Utility 
Present 
Rates 

$ 5 . 46 

Gallonage Charge 4. 66 
(per 1,000 gallons) 
(6,000 gal. max . ) 

Residential 

Utility 
Proposed 

Interim Final 
Rates Bates 

$ 6.75 $ 7 .93 

5 . 76 5.23 

Commission 
Approved 

Final 
Rates 

$ 8.93 

4 . 14 
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Meter Size 
5/8 11 x3/4 11 

3/4 11 

1 " 
1 1/2 11 

2 " 
3" 
4" 
6" 

Utility 
Present 
Rates 

$ 5.46 
N/A 

13 . 66 
27.31 
43. 69 
87.39 

136 . 55 
273 .09 

Gallonage Charge $4.66 
(per 1,000 gallons) 
(no maximum) 

General Service 

Interim 
Rates 

$ 6 . 75 
N/A 

16 . 88 
33.76 
54.00 

108.01 
168.78 
337 . 54 

$5.76 

Utility 
Proposed 

Final 
Rates 

$ 7.93 
N/A 

19.83 
39 . 65 
63 .44 

126.88 
198.25 
396.50 

$6.28 

Comml.ssion 
Approved 

Final 
Rates 

$ 8 . 93 
13 .40 
22 . 33 
44. 65 
71..; 4 

142.88 
223.25 
446.50 

$4. 97 

Since the approved f inal rates are h i gher than the interim 

rates, no refund of the interim ra~es is necessary and the 

utility ' s letter of credit may be released. 

Section 367.0816, Florida Statutes, requires tha t the rates of 

the utility be reduced immediately after the four year recovery 

period of the rate case expense by the amount of rate c ase expense 

previously included in the rates . This statute applies to all rate 

cases filed on or after October 1, 1989. Accordingly, we find tha t 

the water rates should be reduced by $7,142 and the waste water 

rates should be reduced by $6 ,863 , as shown on Schedules Nos . 4-A 

a nd 4-B, respectively. The r evenue reductions reflec t the a nnual 

rate case expense , plus the gross-up for regula tory a ssessment 

fees . 

The utility shall file tariffs no later than one month prior 

to the actual date of the requi red rate reduction. The utility 

also shall file a proposed customer letter setting forth the lower 

rates and the reason for the reduction . If the utility fi les this 

r e duction in conjunction with a price index or pass-through rate 

adjustment, separate aata shall be tiled for the price index a nd/or 

pass-through increase or decrease and the reduct ion in the r ates 

due to the amortized rate case expense. 

I 

I 

I 



I 

I 

I 

ORDER NO. 24 7 33 
DOCKET NO. 900521-WS 
PAGE 2 5 

Mi scellaneous Service Charges 

The purpose of miscellaneous service charge~ i s to provide a 
means by which the utility can recover its costs o f pro11id i ng 
miscellaneous services from those customers who requ i r e the 
services. Thus, costs are more closely borne by the c o s t caus er 
rather tha n the general body of ratepayers. 

The utility 1 s exis ting miscellaneous servi c e c harges wer e 
approved in 1985. The utility has requested to i ncrease i t s 
charges. We will approve the increased charges as they are 
reasonabl e. The utility 1 s present a nd approved miscellaneous 
s e rvice charges follow: 

Initial Connection 
Normal Reconnection 
Violation Reconnection 
Premises Visit 

Initial Connection 
Normal Reconnection 
Violation Reconnection 
Premises Visit 

water 

Present 
Bus.Hrs. After Hrs . 

$ 10.00 
10.00 
0.00 
5 . 00 

$ 1 5 .00 
15 . 00 
o. oo 
0. 00 

Was tewater 

Prese nt 
Bus .Hrs . After Hrs . 

$ 10.00 
10.00 
o.oo 
5 . 00 

$ 15.00 
15 . 00 

0 . 00 
0. 00 

Commission Approved 
Bus .Hrs . Af t e r Hrs . 

$ 15 .00 
15.00 
1 5 . 00 
10 . 00 

$ 15 . 00 
15 . 00 
15 . 00 
10 . 00 

Commission Appro~ed 
Bys .Hrs. After Hrs . 

$ 15 . 00 $ 15 . 00 
15 ."00 15 . 00 

actua l cost actual cost 
o. oo 10 . 00 

For clarification, a descriptio n of each ser vice f or wh1ch 
there is a charge follows: 

INITIAL CONNECTION - Th i s charge would be levie d for 
service initiation at a location where servic~ d i d not 
exist previously. 

NORMAL RECONNECIION - This charge would be levied Lor 
transfer of service to a ne w customer account at a 
previously served location, or reconnection of s ervice 
subsequent to a cust omer requested disconnection. 

.., 
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VIOLATION RECONNECTION - This charge would 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 
delinquency in bill payment. 

PREMISES VISIT CHARGE CIN LIEU Of DISCONNECTION) - This 
charge would be levied when a service representative 
visits a premises for the purpose of discontinu ing 
service for nonpayment of a due and collectible bill and 
does not discontinue service because the customer pays 
the service representative or otherwise make sati~factory 
arrangements to pay the bill. 

I 

When both water a nd wastewater services are provided, only a 
single charge is appropriate unless circumstances beyond the 
control of the utility requ i re multip le actions . The new 
miscellaneous service charges should be effective for service 
rendered on or after the stamped approva l date on the revised I 
tariff sheets. 

Spray Irrigation Charge 

The utility disposes of treated effluent from its lined 
holding pond by providing spray irrigation to the golf course at 
Pine Lakes Country Club. This golf course is owned by the 
developer, a related party to the utility. 

The utility has not proposed a charge to the golf course for 
the s pray effluent . The issue arises whether the ratepayers should 
absorb the total cost of providing t he effluent tothe irrigation 
customer . We believe a charge to the golf course is appropriate 
that recognizes that bot h the utility and the i rrigat ion customer 
receive a be nefit from such dis posal . If not for the golf course, 
the utility would have to purchase more land for percolation ponds 
in orde r to dispose of the effluent . The golf course benefits from 
receiving the spray effluent as an alternative to other means of 
i rrigation . 

It is Commiss ion policy to encourage the use of treated 
effluent for irrigation purposes as a water conservation measure . 
However, because the golf course and the utility both r eceive a 
benefit from s uch disposal, we believe the ratepayers and the 
irrigation c u s tomer should s ha re in the costs associat ed with I 
providi ng this service. Th is is consistent with recent Commiss i on 
decisions involving St. Augus tine Shores Utilities (Docke 
No . 870980-WS) and Marco Island Utilities (Docket No. 870743- SU) . 
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In the case of St. Augustine Shores, a charge of $.14 per 1,000 
gallons was established. However, St. Augustine Shores uses 
percolation ponds to dispose of treated effluent in addit ion to 
spray i rrigation. Marco Island Utilities disposes of basically all 
of its treated effluent by spray irrigation onto the golf ~ourse. 
The charge established in that case is $.25 per 1, 000 gallons. We 
do not have sufficient detail with which to establish a truly cost
based rate in this case. However, we believe a c harge similar t o 
the one established Marco Island Utilities is appropriate since 
most of the utility's treated effluent will be used to irrigate the 
golf course . Therefore, we will authorize a charge of $. 25 per 
1,000 gallons. The c harge Wlll be effective for meters read on o r 
after 30 days from the stamped approval date on the revised tariff 
sheets . 

Based on the foregoing , it is 

ORDERED by the Florida Public Service Commission that the 
applica t ion of FFEC-Six, Ltd. for increased water and wastewat er 
rates is approved to the extent set forth in the body of this 
Order. It is further 

ORDERED that each and every finding contained in the body of 
this Order is hereby approved . It is further 

ORDERED that all matters contained herein or attached rere t o , 
whether in the form of discourse or schedules, a r e by this 
reference expressly incorporated herein. It is further 

ORDERED that the Utility is authorized to implement the new 
rates and c harges as set forth in the body of thi~ Order. It i s 
further 

ORDERED that the approved rates and spray irrigation c harge 
shall be effective for meter s read on or after 3 0 days from the 
stamped approval date on the revised tariff sheets. It is further 

ORDERED that the approved miscellaneous service c harges s hal l 
be effective for service rendered on or after the stamped approval 
d ate o n the revis~d tariff sheets. It is further 

ORDERED that the revised tariff sheets will be approve! upon 
staff ' s verificati on that they are consistent with our d~cisions 
herein, that the protest period has expired, and that tho proposed 
customer notice is adequate . The c ustomer notice shall explain the 
increased rates and charge s and the reasons therefor. It if 
further 

., 
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ORDERED that the rates shall be reduc ed at the end of the 
four-year rate case expense amortization period. FPEC-Six, Ltd. 
s hall file revised tariff sheets no later than one month pr~or t o 
the actual date of the reduction and shall also file a proposed 
customer notice . It is f urther 

ORDERED that the letter of credit filed by the util ity in 
connection with the interim rates be released. It is further 

ORDERED that FFEC-Six, Inc . shall either transfer title to the 
land upon whic h the utili ty facili ties are located to FFEC-Six. 
Ltd . or submit evidence of long-term access and use of the land, 
within 30 days of the date of this Order. It is further 

I 

ORDERED that the provisions of this Order are issued as 
proposed agency action a nd shall become final, unless an 
appropriate petition in tho form provided by Rule 25-22 . 029, 
Florida Administrative Code, is received by the Director of the 
Division of Records and Reporting at h is office at 101 East Gaines I 
Street, Tallahassee , Florida 32399- 0870, by the date set forth in 
t he Notice of Further Proceedings below. It is further 

ORDERED that this docket will be closed if no timely protest 
is received from a substantially affected pe r son . 

By ORDER of the Flor i da Public Service Commission, this 1st 
day of July 1991 

Reporting 

{SE AL) 

NSD 

I 
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NOTICE OF FUBTHER PROCEEPINGS OR JUPICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120 . 59(4), Florida Statutes, to notify parties of any 
administrat i ve hearing or judicial review of Commission orders chat 
is available under Sections 120 . 57 or 120.68, Florida Statutes , as 
well as the procedures and time limits that apply. This notic e 
s hould not be construed to mean all requests for a n administrative 
hearing or judicial review will be granted or result in the relief 
sought . 

The acc1on proposed here1n 1s prel 1m1nar y i n nature and w11: 
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 
f ile a petition for a formal proceeding, as provided by Rule 25 -
22 . 029( 4), Florida Administrative Code , in the form provided by 
Rule 25-22.036(7)(a) and (f) , Flor ida Administrative Code . This 
petition must be received by the Director, Division of Records and 
Reporting at h is office at 101 East Gaines Street , Tallahassee, 
Flori~22_9 1 32399 - 0870 , by the c lose of busi nes s o n 

In the absence of such a petition, this order s ha l l become 
effective on the day subsequent to the 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 consider ed abandone d unless i t 
satisfies the foregoing conditions and is renewed within t he 
specified protest period. 

It this order becomes final and effective on che date 
described above , a ny party adversely a1fected may reques t judici a l 
review by the Florida Supreme Court i n the case of an elec tric, gas 
or telepho ne utility or by the First District Court of Appeal in 
the case of a water or sewer utility by fi l i ng a notice of appeal 
with the Director, Division of Records and Reporting and filing ~ 
copy of the notice of appeal and the filing fee with the 
appropriate court . This fili ng must be completed with i n thirty 
(30) days of the effective date of this order, pursuant co Rule 
9 . 110 , Florida Rules of Appellate Procedure . The notice of ap~eal 
mus t be i n the form specified i n Rule 9 . 900(a), Florida Rules of 
Appellate Procedure. 

., 
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FFEC - SIX, L TO. 
SCHEDULE OF WATER RATE BASE 
TEST YEAR ENDED DECEMBER 31 , 1990 

COMPONENT 

---------------------------------
1 
2 
3 UTILITY PLANT IN SERVICE s 
4 LAND 
5 C.W.I.P. 
6 NON-USED AND USEFUL COMPONEtJTS 
7 C.I.A C. 
8 ACCUMULATED DEPRECIATION 
9 AMORTIZATION OF C.I.A.C. 

10 ADVANCES FOR CONSTRUCTION 
11 WORKING CAPITAL ALLOWANCE 
12 
13 RATE BASE s 
14 

-
SCHEDULE NO. 1-A 
DOCKET NO. 900521- WS 

(A) (B) (C) 
UTILITY 

AVERAGE ADJUSTMENTS UTILITY 
TEST YEAR TO THE ADJUSTED 
PER UTILITY TEST YEAR TEST YEAR . 
----------- ---------- -----------

1,729,784 s 0 s 1,729,784 
1,092 0 1,092 

0 0 0 
0 0 0 

(379,58,1) {41 ,400) (420,981) 
(292,463) 0 (292.463) 

55,168 1,122 56.290 
0 0 0 
0 20,071 20,071 

--------- ---------- -----.---
1,114,000 s (20,207) s 1,093,793 

•••••••• • •••••••• • •••••• 

-
(0 ) (C) 

COMMISSION 
ADJUSTMENTS COMMISSION 

TO THE ADJUSTED 
TEST YEAR TEST YEAR 

---·-------- ------------

s 14.409 s 1,744,193 
1,092 

0 
0 

(50.240) (4 71 ,221) 
(781 ) (293,244) 

56,290 
0 

(252} 19,819 

------------ -----------s (36,864} s 1,056.929 

·····-·----· ............ 
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FFEC - SIX, L TO. 
SCHEDULE OF SEWER RATE BASE 
TEST YEAR ENCJED DECEMBER 31 , 1990 

(A) 

AVERAGE 
TEST YEAR 

COMPONENT PER UTILITY 

--------------------------------- ----------
1 
2 
3 UTILITY PLANT IN SERVICE 2,899,977 
4 LAND 49,935 
5 C.W.I.P. 0 
6 NON-USED AND USEFUL COMPONENTS (103,266) 
7 C.I.A.C. (733,288) 
8 ACCUMULATED DEPRECIATICN (41 8,287) 
9 AMORTIZATION OF C.I.A.C. 10e,918 

10 ADVANCES FOR CONSTRuc- :o N ') 
11 WORKING CAPITAL ALLOWAV:' : 0 
12 ---------
13 RATE BASE 1 ,ac~ .~s? 
14 =-·-==c:!:=..= 

-

., 
SCHEDULE NO. 1-B 
DOCKET NO. 900521-WS 

(B) (C) (D) (C) 
UTILITY COMMISSION 

ADJUSTMENTS UTILITY ADJUSTMENTS COMMISSION 
TO THE ADJUSTED TO THE ADJUSTED 

TEST YEAR TEST YEAR TEST YEAR TEST YEAR 
----------·- --·-------- -------------- -----------

0 2,899,977 6,812 2,906,789 
0 49,935 49,935 
0 0 0 
0 (103.266) (91 ,923) (1 95.189) 

(188,360) {921,648) 48,855 (872,793) 
0 (418,287) 3,645 (414,642) 

5,971 114,889 44 114,933 
0 0 0 

18,633 18,633 (91 5) 17,719 ----------- ------------ -------------- ------------
(163,756) 1,640,233 (33,482) 1,606,752 

••z:::::=-===-·- ····--==·· ••::t:•••••••••• •••••••••• 
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FFEC - SIX. L TO. 

EXPLANAllON OF THE ADJUSTMENTS TO 

RATE BASE SCHEDULES NO. t - A AND t - B 

ADJUSTMENT 

----------
1 UT1UlY PLANT IN SERVICE 

. 2 ------------------------
3 1. To reclasslty lab expens4t as a capital Item. 

4 

5 2. To reflect eno neerino expense reclasltied 

6 to wastowatet treatment plant construction. 

7 

8 3. To reflect meter costs expensed 1988 - 1990. 

9 

10 4. To c-apltaJize t989 purchase of breath no units. 

11 

12 TOTAL ADJUSTMENTS TO UT1UTY PLANT 

13 

14 

15 NON- USED AND USEFUL COf-APONENTS 

16 ----------------------------------
17 1. To adjust non-used and usetul plant to 

18 calculatod balance. 

19 

20 2. To adjust non-USOCI and usetul accumulated 

2 1 depreciation to caJculatod bal.tnea 

22 

23 TOTAL ADJUSTMENTS TO NON- USED AND USEFUL C 

2.\1 

2S 
26 CONTRIBUTIONS-IN- AID-OF-CONTRUCllON 

27 ---------------------------------------
28 1. To ad1ust CIAC allocallon In UFRs to that 

29 rettectod '"tho oenoratlodgot. 

30 
31 2. To adjust Imputation ot CIAC 101' maro n tOSOfVO 

32 to c-alculated amount. 

33 
34 TOTAL ADJUSTMENTS TO ClAC 

35 

I 
DOCKET NO. 900521- WS 

SCHEDULE 1- C 

PAGE 1 OF2 

WATER SEWER 

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

$ 0 $ 4,880 

0 405 

12.882 0 

1.527 1,527 

I ---------- ----------
s 14,409 s 6,812 

····---· ------·· 

$ 0 $ (109,228) 

0 17,305 

---------- ----------
s 0 $ (91 ,923) ........ ........ 

$ (50.240) s 50,240 

0 (1 ,385) 

I ---------- ----------
$ (50.240) s 48,855 ........ -----··· 
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FFEC - SIX. L TO. 

EXPLANATION OF TliE ADJUSTMENTS TO 

RATE BASE SCHEDULES NO. 1- AANO 1- B 

ADJUSTMENT 

----------
1 ACCUMULATED OEPREC1Al10N 

2 -----------------------·----
3 L To adjustiOI' Ofror recotding Commission 

4 adjustments lrOI'n prior cuo. 

5 

6 2. To 1ellect accumulated depreciation on 

7 roci3SSifiQllon of lab exponse. 

8 

9 3. To reflect accumulatod deproclallon on engineering 

10 expense reclassmoo to plant construction. 

11 

12 4. To re11ec1 accumulatod deproclatlon on meters 

13 oxpons.od 1988 - 1990. 

14 

15 5. To reflect accumulated deptocfatlon on breathing 

16 units expensed In 1989. 

17 

18 TOTAL ADJUSTMENTS TO ACCUMULATED OEPRE 

19 

20 
21 AMORTIZATION OF C.I.A.C. 

22 ------------------------
23 1. To adjust amottlullon lor adjustment 

24 to Imputed CIAC on masg n reserve. 

2S 
26 

27 WORJ<ING CAPITAL ALLOWANCE 

28 ----------------------------
29 1. To adjust the W()(ldf'g ~tal allowance 

30 I Of adjustments 10 O&M expenses. 

3 1 

32 

33 

$ 

$ 

$ 

$ 

()()Q<ET NO. 900521 -WS 

SCHEDULE 1- C 

PAGE 20F2 

WATER SEWER 

·--------- ----------

424 $ 3,980 

0 (163} 

0 (19) 

{1,052) 0 

(153) (153) 

--------- ----------
(781) $ 3,645 

-------- ........ 

0 $ 44 

---····· --··-··· 

(252) s (915) 

--·-·-·· ........ 

1 
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PJ'EC - SIX. L TO 

SCHEDUU 01' CAJ' rT .. '. STRUCTVU 

TEST Y !A R E!'l 0 ED 0 EC&t BElt 31, 1990 

AVEilAOf 

TEST YI!.AR 

CO.MP0'4en' PER UTlUTY 

---- ----· ----
I 

1 

J LO!'IQ-T£RM DEBT s s.m ~'l 

4 SHORT•TUM DEBT 0 

CUSTOMER DEPOSrTS 0 

6 COI-lMON tQUITY 0 

' rrc-s 0 

I ltEOUI.ATORY UAIIIUTY 0 

9 OTHER CAPrTAL 0 

10 -----·-· 
II 

11 TOTAL s un.Jn 
I) ••...•... 
IC 

IS 

16 

17 

" 
19 

20 

COST PER 

UTILITY 

---

IO)U 

ooos 
ooo• 
ooos 
O.OOS 

0001 

ooos 

-
COMMISSJOI'I 

WEJOHTI!O I A01Uffitf.NT$ 

COST PElt I TOTHl! ADJ\JSTED PRO RATA 

UTil..ITY I T!.ST Yb.R TDT YI!.Alt ADIU.Sll>ifl'ITS 

I ----- ----

10 n• 1 2.~ .1116 s ),)9'7.~19 (IQ5,c9S) $ 

ooos I 0 0 0 

ooos I 0 0 0 

ooos 1 0 0 0 

M OS I 0 0 0 

ooos I 93.96-C 9),96-C (71..777) 

0001 1 0 0 0 

----I----- ----- ------

10 :us 111.160 ) ,491,4$) (177.ml s 

SCHfDUU N~. 1-A 

DOCn:r NO. SlcnSlH '<"$ 

AD lUSTED 

8Al.ANC1! WEJOHT 

---- ------

1,)91,991 91.31 $ 

0 ooos 
0 ooos 
0 O.OOS 

0 000$ 

11W 1.69' 

0 0001 

---- ---

l.~ UI 100 oos 

-
WEJOKTfl) 

COST COST 

-- ----

9.72, 9"6J 

ooos o.oos 
ooos ooos 
OOOJ ooos 
ooos ooo• 
ooos ooos 
O?OS 0001 

----
9.461 

........ _... ···---···· ....... ._ .. -. ··--··--·· 
llA}lO E 01' ll.fAS<»4 A II LEN ESS H 10 H LOW 

tQUITY 1001 -1.001 ........ 
OVEilALL ItA TE OF ltETUR 9 461 9 40S 
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SCHEDULE OP CAPITAl STRUCTUR! 

T I!.ST Y I!.AJt f1'l D ED DECEM liD 3 I. 19\lO 

A V!!.RAOE WWifTED 

TI!.ST YI!.AR COST PI!.R COST PER 

COMPONENT PD l1T!l..tTY l1T!l..tTY l1T!l..tTY 

COtoU.iiSSION 

ADIUmtfl'ITS 

SCHI!DUU! NO. l·A 

OOCXET NO. 90C.Sli·WS 

TO Tlt! ADJUSTED PRO ItA T A ADI\IST!D 

TI!.ST YI!.AR TI!.ST YI!.AR Al)JUST)>IENTS IIALANC! W'!IOifT 

W!JOKTI!D 

COS!' COST 

----I----
1 

1 

3 LOSG-T!Rlot DDT s u n • .s9J 10)11 103U I l~.$96 s ),)97.~19 (ao5.49J) s l.S91.994 97 )IS 9ns 946S 

4 SHOIT•T!.RM DEBT 0 0001 0001 1 0 0 0 0 000!. ClOOS ooos 

~ CUSTOMD DEPO.SrTS 0 0001 0 001 1 0 0 0 0 0001 0 001 Cl.OOI 

6 COMMON EQUITY 0 0001 0001 1 0 0 0 0 ooor. 0 001 ooos 

1 rrc·s 0 ooos o.oos 1 0 0 0 0 0.001 ooos 0001 

I R!lOULATOilY UABIUTY 0 ooos o.oo1 I 93.964 9J,964 rn.l77l 71,617 2.691 0001 0.001 

9 OTli!ll CAPITAL 0 0001 OOOS I 0 0 0 0 0001 0001 0001 

10 

II 

11 TOTAL s 'm..m to ns IIU60 S ) ,49l,dJ (m.m1 s 1.663.611 10000' 9.401 

lJ ........ .......... ......... .......... ··-······· ....... . ........ 
I~ 

u 1»10! OJf IU!ASONAIILI!)ol£35 HIOH LOW 

16 

11 EQUfTY I 001 ·I 001 

II ........ 
19 OVERAU RATE OJf R!T\IR f 4U 9 461 

10 ..... ··-······ 
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FFEC - SIX, L TO. 

EXPLANATION OF THE ADJUSTMENTS TO 

RATE BASE SCHEDULES NO. 1- A AND 1-B 

ADJUSTMENT 

----------
1 ACCUMULATED DEPRECIATION 

2 ----------------------------
3 1. To adjust lor orrOt rocordlng Commission 

~ adJust moots lrorn prtot cue. 

5 

6 2. To rellect accumulated depteclatlon on 

7 reclasslllcatlon ollab expense. 

8 

9 3. To reflect accumulated depreciation on engineering 

10 expense roctassllled to plant conslructlon. 

11 

12 ... To rollect accumulated depreciation on motets 

13 oxpen&OO 1988 - 1990. 

14 

15 5. To reflect accumulated depreciation on breathing 

16 unlts expensed In 1989. 

17 

18 TOTAL ADJUSTMENTS TO ACCUMULATED OEPRE 

19 

20 

21 AMORTIZATION OF C.I.A.C. 

22 ------------------------
23 1. To adJust am0t11zatlon lOt adJustment 

24 to Imputed CIAC on margin rosetve. 

25 

26 

27 WORKING CAPITAL AUOWANCE 

28 ----------------------------
29 1. To adjuSt tho working capital allowance 

30 lor adJust moots to O&M expenses. 

31 

32 

33 

$ 

$ 

$ 

s 

DOCKET NO. 900521 -WS 

SCHEDULE 1- C 

PAGE 20F 2 

WATER SEWEA 

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

424 $ 3.980 

0 (163) 

0 (19) 

(1 ,052) 0 

(153) (153) 

---------- ----------
{781) $ 3,645 

---·-··· ···-----

0 $ 44 

-······· ........ 

(252) $ (915) ........ ······--

., 
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FFEC - SIX, L TO. 

EXPLANAnON OF THE AOJUS'TMENTS TO 

CAPCTAL STRUCTURE SCHEDULE NO. 2- A 

ADJUSTMENT 

1 LONG TERM DEBT 

2 --------------- ---
3 
4 

s 
6 

To adjust IOf roflnancing of FIMC doot 

with MONY. 

7 REGULATORY UABIUTY 

8 --------- ----------------
9 1. To Include doterred Income taxes created 

1 o when utility was an 1120 Corporation. 

11 

12 

13 

14 

15 

16 

17 

DOCKET NO. 900521- WS 

SCHEDULE 2-B 

PAGE 1 OF 1 

ADJUS'TMENT 

s 24,896 

·-·-···· 

$ 93,964 

., 
289 
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FFEC - SIX, L TO. 

STATEMENT OF WATER OPERATlONS 

TEST YEAH ENDED DECEMBER 31 . 1990 

{A) 

-
{B) 

ADJUSTED UTiliTY 

1 

2 

DESCRIPTlON 

3 OPERATING REVENUES 

4 OPERATING EXPENSES: 

TEST YEAR REQUESTED 

PER unuTY INCREASE 

$ 242.717 $ 102,851 

--------
5 OPERATION & MAINTENANCE S 160.566 $ 

6 DEPRECIATION 50.797 

7 AMORTtZATlON 0 

8 TAXES OTriER THAN INCOME 11 ,608 9,061 

9 INCOf.AE TAXES 0 
10 

s 

$ 

(C) (0) 
COMMISSION 

-
SCHEDULE NO. 3-A 

DOCKET NO. 900521-WS 

(E) (F) (G) 

REQUESTED ADJUSTMENTS COMMISSION 

ANNUAL TO THE ADJUSTED CONSTRUCTED CONSTRUCTED 

REVENUES TEST• YEAR TEST YEAR ADJUSTMENTS TEST YEAR 

345.568 $ {102,851) $ 

--------- -----------
160.566 $ (2.014) s 
50,797 746 

0 0 
20,669 (4,628) 

0 0 

242,717 s 
---------

158,552 $ 

51,543 

0 
16,041 

0 

87.317 $ 330,034 

3,929 

0 

s 158.552 

51.543 

0 

19,970 

0 

1l TOTAL OPERATlNG EXPENSES S 222,971 S 9,061 $ 232,032 $ (5,896) s 226,136 $ 3,929 $ 230,065 

12 -------- --------- --------- ----------- --------- ----------- -----------
13 OPERATING INCOME $ 19,746 s 93.790 s 113,536 $ (96,955) s 16,581 s 83.388 $ 99.969 
14 ------ ---·--· ....... 

--------- -·-··-- ......... 
-------·-IS RATE OF RETURN 1.81IMI 10.38% 1.521Mt 9.46% 

16 --···· ------- ....... ......... 

~ 
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FFEC - SIX, L TO. 

STATEMENT OF SEWER OPERATIONS 

TEST YEAR ENDED DECEMBER 31, 1990 

(A) (8) 

ADJUSTED UTILITY 

TEST YEAR REQUESTED 

(C) (0) 
COMMISSION 

SCHEDULE NO. 3-B 

DOCKET NO. 900521 -WS 

(E) (F) 

REQUESTED ADJUSTMENTS COMMISSION 

(G) 

ANNUAL TO THE ADJUSTED CONSTRUCTED CONSTRUCTED 

DESCRIPTION PER UTILITY INCREASE REVENUES TEST YEAR TEST YEAR ADJUSTMENTS TEST YEAR 

2 

3 OPERATING REVENUES s 337,495 $ 76,046 $ 413,541 s (76,046) s 337.495 s 40,738 $ 378.233 

4 OPERATING EXPENSES -------- --------- --------- ----------- --------- ----------- -----------
5 OPERATION & MAINTENANCE S 149,067 $ $ 149067 $ (7,319) $ 141 ,748 $ $ 141,748 

6 DEPRECIATION 6542.3 65,423 (7,929) 57,494 57,494 

7 A•.iORTlZA TlON 0 0 0 0 0 

8 TAXES OTHER THAN INCOME 18,800 9.995 28.795 (3,610) 25,185 1,833 27.018 

9 INCOME TAXES 0 0 0 0 0 0 

10 -------- --------- --------- ----------- --------- ----------- -----------
11 TOTAL OPERATING EXPENSES s 233,290 $ 9,995 $ 243,285 $ (18,858) $ 224,427 $ 1,833 $ 22ti,260 

12 -------- --------- --------- ----------- --------- -----·----- -----·-----
13 OPERATING INCOME s 104,205 $ 66,051 s 170,256 $ (57,188) $ 113,068 $ 38,905 s 151,973 

14 ------ ....... . ...... 
---------

....... --······· ......... 
15 RATE OF RETURN 6 .35~ 10.38~ 6.89% 9 46~ 

16 ...... -----·· ······- ···---·-· 

- -

1 
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FFEC - SIX. L TO. DOCKET NO. 900521 - WS 

EXPLANATION OF THE AOJUSTMENTS TO SCHEDULE 3-C 

OPERATING STATeAENTS NO. 3-A AND 3- B PAGE 1 OF2 

ADJUSTMENT WATER SEWER 

---------- ---------- ----------
1 OPERATING REVENUES 

2 ---------------------
3 1. To remove the ulllil)"s roquosted rate lncroa.se. $ (102.851) s (76.046) 

41 -------- --------
5 

6 OPERATION AND MAINTENANQ: 

7 -----------------------------
8 1. To reclassify lab expense as a capital item. ' 0 s (41,880) 

9 
10 2. To adJust increase In purchased watet expen$G. 3,337 0 

11 

12 3. To reclass•fy engln8Gf1no foes related to 

13 wastewater treatment ptant construction. 0 (405) 

I 14 

15 4 . To reclassify motor costs expensed 

16 during tho test year. (3.260) 0 

17 

18 5 To reduce rate case expoose ostlmato. (2.091) (2.034) 

19 ---------- ----------
20 TOTAL AOJUSU4ENTS TO OPERATION 

21 AND MAINTENANCE $ (2.014) $ (7,319) 

22 -------- --------
23 

241 DEPRECtAllON 

25 --------------
26 1. To relloct depreciation oxpenso on lab oxponso 

27 recla.s5lhed to plant. $ 0 s 325 

28 

29 2. To rollect deproclalion on englneetlno exponso 

30 related to plant conslructton. 0 13 

31 

32 3. To roiiOC1 deprociallon on m01ors exponsed 

33 1988 - 1990. 64A 0 

34 

35 4. To refloct dOPHlCiatlon expense on capitallted I 36 broath no unots. 102 102 

37 

38 5. To remove annualiz.allon of deproclauon exponso. 0 (5.002) 

39 
410 6 To removo annuaJiut•on of amortltatlon of CIAC. 0 1,010 
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FFEC - SIX. L TO. 

EXPLANATION Of THE ADJUSTMENTS TO 

OPERATING STATEMENTS NO. 3- A AND 3- B 

ADJUSTMENT 

----------
1 OEPAr:oCti\TION (CONrO) 

2 -----------·---------
3 7. To adjust depreciation expense on non- USOd and ,, usotut plant to calculated a.ponse. 

s 
G 8. To adjust amortization ol CIAC lmputOd on 

7 margin resetVG. 

6 
() TOTAl ADJUSTMENTS TO DEPRECIATION 

tO 

I 
11 

12 TAXES OTHER THAN INCOME 

13 -~·-~---------------------
t4 1. To adjust real estato taxos to lowest 

tG discount available on 1990 expense. 

t6 

17 ?.. Tl) remove regulatory asse.ssmont foos 

10 :1ssoclated with requested uwenuo increase. 

19 

20 TOr AL ADJUSTMENTS TO TAXES OTHER THAN INCOME 

21 

22 
23 OPERATING REVENUES 

24 --------------------
2S 1. To rollect Increase (decrease) necessary 

26 to allow a lair rate of return. 

27 

28 

29 TAXES OTHER THAN INCOME 

30 --------------------------
31 1. To reflect regulator, ilS$8$SITiont 

32 Ieos on rovonue chango 

I 
33 

s 

$ 

s 

$ 

$ 

DOCKET NO. 900521- WS 

SCHEDULE 3-C 

PAGE 20F 2 

WATER SEWER 

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

0 (4,333) 

0 (44) 

---------- ----------
746 s (7.929) ......... --------

0 s (188) 

(4,628) (3,422) 

---------- ----------
(4.628) $ (3.610} -------- --------

87.317 $ 40,738 ··------ ........ 

3,929 $ 1.833 

--···--- .... ... 

., 
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Schedule No. 4 - A 

Rate Schedule 

Water 

Schedule of Commission Approved 
Rates and Rate Decrease In 

Four Years 

Monthly Rates 

Residential and General Service 

Commission Approved Rate 
Rates pecr ease 

Base Facility Charge 

Meter Size : 

5/B " x3/4 " $6. 29 $0 . 14 

3/4 11 9 . 44 0 . 20 

1 " 15. 73 0 . 34 

1 1/2 11 31 . 45 0 . 68 

2" 50 . 32 1. 09 

3" 100 . 64 2 . 18 

4 " 157 . 25 3 . 40 

6 " 314 . 50 6 . 81 

Gallonage Charge per 1 , 000 Gals . $ 3 . 17 $0.07 

I 

I 

I 
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Sc hectule No . 4-B 

Wastewater 

Schedule of Commission Aooroved 
Rates and Rate Decrease In 

Four years 

Monthly Rates 

Commission Approved Rate 

Res ia.;ntia l 
Ba se Facility Charge 
Me ter Size : 

All Meter Sizes 

Ga l lonage Charge per 
1, 0 00 gallons 
( Ma x imum 6,000 gallons) 

Ge neral Servi ce 
Base Facility Charge : 
Meter Size: 

5 /8 " X3/4 " 

3/4 11 

1 " 

1 1/2 " 

2 " 

3 " 

4" 

5" 

Gallonage Charge pe r 

$ 

$ 

1 , 000 gallons $ 
(No Maximum) 

Rates Dec r ease 

8 . 93 $0 . 16 

4.14 (1) 0 . 08 

8 . 9 3 $ 0.16 

1 3 .40 0 . 24 

22 . 33 0 . 41 

44.65 0 . 8 1 

71.44 1. 30 

142.88 2 . 59 

223 . 2 5 4 . 05 

446.50 8. 10 

4.97 (1) $ 0 . 09 

Remarks: (1) Rate Ad j ustment for effluent charge to go l f cours e. 

., 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for Approval of ) 
Contracts for Purchase of Firm Capacity ) 
and Energy by Florida Power Corporation ) 

) 

--------------------------------------> 

DOCKET NO. 910401-EQ 

ORDER NO. 24734 

ISSUED: 7- 1- 91 

The following Commissioners participated in the disposition of 
this matter: 

THOMAS M. BEARD, Chairman 
J. TERRY DEASON 

BETTY EASLEY 
GERALD L . GUNTER 

MICHAEL Mel< . WILSON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER APPROVING fiRM CAPACITY AND ENERGY CONTRACTS 

BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a person whose interests are 
adversely affected files a petition for a formal proceeding, 
pursuant to Rule 25-22 . 029, florida Administrative Code. 

BACKGROUND 

On January 11, 1991, Florida Power Corporation (FPC) solicited 
power through a Request for Proposal (RFP) from those prospective 
Qualifying Facilities (QFs) that had previously indicated their 
interest in selling firm capacity and e nergy to FPC from proposed 
projects with an in-service date no later than December 1, 1993. 

In response to i ts request FPC received thirteen proposals 
from prospective QFs. FPC retained a consultant from National 
Economic Research Associates, Inc. to help evaluate the proposals . 
Two proposals were eliminated based upon the lack of deve l opment 
maturity. A third project was eliminated because of the pricing 
risk associated with the proposed fixed capacity and energy 
payments. The consultant ranked the remaining ten proj ects in 
order of preference. FPC selected the following eight projects 
from this group: 

0 6 55 6 JUL -1 IS5i 
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PROJECT 
FUEL TYPE & 
LOCATION 

COMMITtED COMMITtED ON-PEAK 
CAPACITY CAPACITY FACTQR 

Dade County 
Municipal Solid Waste 
Miami 

El Dorado Energy 
Natural Gas 
Auburndale 

Lake Cogen Limited 
Natural Gas 
Umatilla 

Mulberry Energy 
Company, Inc. 
Orimulsion 
Bartow 

Orlando Cog en 
Limited L.P. 
Natural Gas 
Orlando 

Pasco Cogen Limited 
Natural Gas 
Dade City 

Ridge Generating 
Station Limited 
Partnership 

43 MW 

103.8 MW 

102 MW 

72 MW 

72 MW 

102 MW 

36 MW 

Agricultural & Wood Waste 
Polk County 

Royster Phosphates 28 MW 
Waste Heat from 
Processing 
Palmetto 

83% 

92% 

90% 

90, 

90% 

90% 

85% 

85, 

FPC'S APPITIONAL CAPACITY NEEDS 

CONTRAC'r 
DATE OF 
THE OF 

November, 1991 

January, 1991 

August , 1993 

Janua ry, 1993 

January, 1994 

August, 1993 

_January, 1994 

December, 1993 

The eight negotiated contracts total 559 MW of capac ity. If 
a utility were to construct this amount of capacity itself, it 
would have to come before the Commission with a peti tion for a need 

2 9 7., 
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determination. The capacity FPC has contracted to purchase here, 
however, is made up of small projects with a steam capacity of less 
than 75 MW each, and the projects are thus not large enough to fall 
within the jurisdiction of the Florida Power Plant Siting Act . 

The QF projects are projected to a void the FPC's 1991 need of 
300 MW of coal and 15 0 MW of combustion turbine C"apacity as 
identified in Docket No. 910004-EU, the Annual Planning Hearing 
(APH) . The 1991 need for 450 MW of capacity is different from the 
Standard Offer need identified in the same docket. FPC identified 
an 80 MW combustion turbine unit with an 1997 in-service date for 
its Standard Offer contract. 

I 

In the request for proposals, FPC gave the QFs a choice of 
coal unit or combustion turbine unit pricing. All eight QFs chose 
the coal unit price. FPC maintains that the prices associated with 
the eight contracts are below the price of the 450 MW of coal-fired 
generation. FPC also maintains that the contract prices are below 
the price associated with the 300 MW coal a nd 150 MW combustion 
turbine. On a present worth basis, using FPC ' s planning I 
assumptions, the 450 MW of coal capacity has total fuel and 
capacity costs very close to the 300 MW coal and 150 MW combustion 
turbine option. FPC 's projections i ndicate that beginni ng in 2008, 
a coal unit ' s total avoided costo (capacity a nd fuel) fall below~ 
combustion turbine's total avoided cost on a net present value 
basis. Since the terms of all eight contracts extend beyond the 
year 2008, FPC stateo that it considers the contracts to avoid part 
of the 450 MW of coal-fired generati on. 

In addition to the eight contracts, FPC signed two other 
contracts against their 1991 need, one with Seminole Fertilizer (4 7 
MW) and one with Ecopaat (36. 5 MW) . The Seminole Fertilizer 
contract was approved i n Order No. 24099. The Ecopeat contract is 
presently awaiting commission approval. 

The 559 MW of the negotiated contracts and the 83 . 5 MW 
associated with the seminole and Ecopeat contract s exceed FPC's 450 
MW need identified i n their 1990 Facility Plan. FPC states that 
the excess capacity will cover present qualifying facility projects 
that may not come to fruition. For example, FPC believes that its 
two contracts with the Corporation for Future Resources, whic h 
total 74 MW, are doubtful and may not perform. lso, Pinellas 
County and Gene ral Peat have requested in-service delays of one t o 
two years for projects totalling 196 MW. FPC states tha t it 

I 
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negotiated contracts for the excess capacity because it is in need 
of capacity immediately , and would not have t i me to acquire more QF 
capacity to replace a ny contracts that might not perform. FPC' s 
winter reserve margin for the 1991-1995 pe r iod ranges from 7.1 \ to 
10.8\ without the eight QF contracts and 7 . 7\ to 17.6% with the QF 
contracts. 

FPC ' s need for additional capacity identified in its 1989 
Annual Planni ng Hearing has increased considerably in its current 
1991 expansion plan . The 1989 plan identified a need for 260 MW of 
combust ion turbi ne capacity with a 1995 in-service date . The 
current 1991 plan identifies a need of 4 50 MW with a 1991 in
service date. 

FPC maintains that the additional need is a r esult of three 
factors: 

1) Higher Demand 

FPC's demand and e nergy is higher than projected because 
FPC ' s forecast underestimated c us t omer growth , 
underestimated per cap i t a energy usage , and 
overestimated per customer dema nd r eductions from 
conservation and load management programs. 

2) Remodeled Interface 

FPC changed i t s method of modelling emergency assistanca . 
The old method of modelling emergency assistance 
overstated the reliabil i ty of FPC's system, and thus 
reduced t .he apparent need for capacity. By more 
accurately modelling emergency assistance , ~PC ' s plan 
s howed an accelerated need for capacity in 1991. 

FPC's old method of modelling emergency assistance did 
not consider the tie-line l imitation of 3200 MW into 
Florida . The Company previously modeled the Peninsula 
and Souther n a s one assistance area with no transmission 
constraints between Southern and the Peninsula. The 
effect was to assume that FPC could receive assistance 
from Southe rn as long as it had capacity available, 
whethe r or not the capacity could be transmitted to FPC. 

-, 
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Now, FPC's model accounts for the limitation on the tie
lines by modelling the Peninsula as the assistance area 
and by modelling Southern as a 2,800 MW unit in the 
peninsula (3 , 200 MW interface capacity minus FPC ' s firm 
purchase of 400 MW) . This new modelling technique recognizes 
the limitations in transmitting capacity between the Southern 
company and Florida, and results in a mor~ accurate 
representati on of FPC ' s reliability . 

3) Lower Assistance From Peninsular Florida Util i t ies 

Because the peninsular Florida util ities have experienced 
higher than anticipated loads, they have less capacity 
available to sell FPC on an emergency basis. 

As a result of these cha.ges, the FPC Loss of Load Probability 
(LOLP ) has incr eased, thereby accelerating FPC's need into 1991. 

CONTRACT TERHS ANP CONPITIONS 

The negotia ted contracts considered here contain several terms 
and conditions that are relatively unique. The unique terms and 
conditions are described below. 

Security Guaranties 

Withi n sixty days after the contract approval date, the QF 
shall post a Comple t ion Security Guarantee of $10 per KW of 
Committed Capacity or $1 , 000,000 per 100 MW to ensure completion of 
the QF facility in a timely fashion. The contract agreement will 
terminate if the comp letion security guarantee is not tendered in 
a timely fashion. FPC will refund to the QF a ny cash completion 
security guarantee if the facility achieves commercial in-service 
at or prior to the contract in-service date. 

The negotiated contracts contain an Operational Security 
Guarantee of $20 per KW o f committed capacity or $2,COO,OOO per 100 
MW to ensure timely performance by the QF of its obligations under 
the agreement . The operational security guarantee n ust be cash or 
sui table l etter of credit, and terminates with the term of the 
agreement . 

I 

I 

I 
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Changes in committed capacity 

For the period ending one year immediately after the contract 
in-service date, the QF may, on one occasion only, increase or 
d ecrease the committed capacity by no more than lOt . After the one 
year period , and throughout the term of the agreement, the QF may 
decrease its committed capacity by up to 20t. The QF will be 
charged a penalty if it provides less than three years notice for 
a decrease in capacity occurring one year after the in- service 
date. The capacity payment will be prorated to the new capacity 
amount. 

Capacity and Energy Payme nts 

The negotiated contracts allow the QFs to receive a monthly 
capacity payment based on the valuP of the commi tted capacity 
f actor during the month . The respective payment streams for the 
QFs are ba sed on their committed on-peak capacity factors (83t-
93t). See appendix 2. FPC's avoided coal unit used for pri cing 
these contracts contains a 83t on-peak capacity factor . The 
payment stream of the contracts with capacity factors above 83 t are 
increased by their committed capacity divided by 83 t (ex . 90/83 = 
1.084t) to reflect the additional value of higher availability and 
reliability to FPC . The contracts also include a capacity 
performance adjustment which will decrease the capacity payment in 
the event the monthly on-peak capacity factor is below the 
respective contractual mi nimum amount but greater than or equal to 
50t. No capacity payment will be made if the on-pe ak capaci ty 
factor falls below 50t . 

Beginning with the contract in-s ervice date, the QF will 
receive electric energy payments based upon the firm energy cost 
calculated on an hour-by-hour basis as follows : (i) the product of 
the a verage monthly i nventory chargeout price of fuel burned at the 
Avoided Unit Fuel Refe rence Plant, the Fuel Multipl i er , and the 
Avoided Unit Heat Rate, plus the Avoided Unit Variable o & M, if 
applicable , for each hour that the Company would have had a uni t 
with these characteristics operating; and (ii ) during all other 
hours, the ene rgy cost shall be equal to the as-available energy 
cost. There is also an hourly performanc e adjustment to the energy 
payment which provides an incentive to the QF to operate in a 
manner similar to the operation of the avoided unit . 
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Eyents of oefault 

The negotiated contracts permit the QF to delay commercial 
operation by up to 90 days beyond the Contract In-Service Date with 
the payment of $0.15 per kW or $15 , 000 per 100 MW per day of delay. 
If the Operational security Guarantee is not tendered on or before 
the applicable due date the QF is in default. 

If there are delays in commercial in-service, the Negotiated 
Contract requires renegotiations to begin at least thirty days 
prior to termination if the QF has commenced construction and is 
not in arrears for monies owed to FPC. 

Interc onnection Formats 

Three interconnection formats were used as the basis for all 
eight negotiated contracts . All eight QFs are loc ated south of 

I 

FPC ' s Central Florida Substation, therefore FPC did not have to 
acquire additional interface capacity . The contract format used I 
for each contract is summarized below: 

1 . Interconnected and Non- Inte rconnected: 

- El Dorado Energy 
- Ridge Generating Station Limited Partnership 

These two contracts use the base contract 
format which permits the QF to either be 
directly interconnected to the company or to 
be interconnected to a transmission service 
utility which provides wheeling services.- The 
two QFs who have selected this format have 
facilities which will be located close to 
FPC's system but they may elect to wheel. 

2. Interconnected 

- Lake Cogen Limited 
- Mulberry Energy Company, Inc . 
- Orlando Cogen Limited 
- Pasco Cogen Limited 

This contract version is for the QFs directly 
interconnected to FPC. I 
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J. Non-Interconnected Version 

- Dade County 
- Royster Phosphates, Inc. 

This contract version is for the QFs that will 
wheel their power through a transmission 
service util i ty . 

APPROVAL OF THE CONTRACTS 

Under the provisions of Sections 25-17.082 NS 25-17 .083 2(2 ), 
Florida Administrative Code , we grant Florida Power Corporation ' s 
petition for approval of the eight negotiated QF contracts 
discussed above. Section 25-17.082 , Flori da Administrative Code 
requires electric utilities to purchase e lectricity produced and 
sold by qualifying facilities at rates which have been agreed upon 
by the utility and qualifying facility, or at the util ity's 
published tariff rate. Sec tion 2 5-17.0832(2), Florida 
Administrative Code states that in reviewing a negotiated firm 
capacity and energy contract for purposes of cost recovery, the 
commission shall consider the follow~ng factors: 

a. Whether the additional firm capacity and 
energy is needed by the purchasing util i ty and 
by Florida utilities from a statewide 
perspective; 

b. Whether the present worth of the utility's payments for 
firm capacity and energy to the QF over the life of the 
c ontract is pr ojected t o be no greater than the present 
worth of the year-by-year deferral of the construction 
and ope ration of a generating facility by the purchasing 
utility over the life of t he contract, o r the pr esent 
worth of other capaci ty and energy costs that the 
contract is designed to avoid; 

c. Whether, to the extent that annual firm capacity and 
energy payments made to the QF in any year e~ceed that 
year's a nnual value of deferring the construc tion and 
operation of a generating facility, or other capacity and 
energy related costs, the contract contains provisions to 
ensure repa yment of the amounts that exceed that year's 
value of defer r i ng the capacity if the QF fails to 
deliver firm capaci ty and energy under the terms of the 
contract ; and 
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d. Whether, considering the technical reliability, viability 
and fina ncial stability of the QF, the contract contains 
provisions to protect the purchasing utility's ratepayers 
if the QF fails to deliver firm capacity and energy under 
the terms of the contract. 

Ne ed For Power 

It is with certain reservations that we approve contracts 
amounting to 642 . 5 MW (including Seminole and Ecopeat), when FPC 
has only identified a need for 450 MW. We do not believe, as a 
general rule, that utilities should sign up more capacity than they 
need. There are, however, certain circumstances which support such 
an action in this case. FPC's need is imme iate and they cannot 

I 

risk obtaining less than 450 MW because of possible QF defaults or 
delays. Also, FPC's need is probably greater than the 450 MW they 
identified in their 1990 plan because that plan did not anticipate 
recently requested delays in existing QF projects, or the I 
anticipated one-year delay in FPC's 500 kV transmission line. 

In the event that all QF projects do come on-line as agreed , 
and FPC has excess capacity, FPC can reduce its purchase from 
Southern Company by 200 MW in 1994 and delay or cancel the 
constru~tion of 1993 combustion turbines to mitigate any harmful 
effect to its ratepayers . 

Furthermore, FPC needs to purchase capacity and energy from 
the QF ' s to meet reliability and reserve margin r equ irements. The 
purchases will contribute to maintaining a loss of load probability 
of less than 0 .1 days per year. The capacity provided by the QF's 
will improve the loss of load probability for the sta te, and thus 
contribute to the capacity needs of the state. 

Cos t-Effectiveness 

The a n alysi s provided by FPC with its petition indicated that 
the present value of its payments to each of the QFs for firm 
capacity and energy will be no greater than the present worth of 
the value of a year-by-year deferral of FPC's avoided costs. The 
analys i s showed a present worth savings of $42 , 516,772 compared to 

1 FPC' s full avoided costs for the eight negotiated contracts . FPC's 
avoided costs are derived from its 1991 need for 450 MW of 
pulverized coal and combustion turbine capacity. 
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At the time the petition for approval was filed, FPC was in 
the process of updating the K factor associated with its avoided 
cost . Since that time FPC has completed its update of the K factor 
and recalculated its avoided costs accordingly. According to the 
revised figures submitted by FPC (Appendix 1) , the present worth 
savings of the eight contracts have increased to $44 ,273 ,607. 
our approval of the contracts is still appropriate , ince the 
present worth savings, compared to FPC ' s full avoided costs, has 
i ncreased. 

Security for Early Payments 

None of the eight QF ' s will be paid early capacity p ayments, 
and therefore , there is no need to establish a capacity credit 
account to ensure repayment 01 capacity payments exceeding that 
year's value of deferral. 

secyrity Against Default 

The contract contains security t o protect FPC ' s ratepayers in 
the event a QF fails to deliver firm capacity and energy as 
required in the contract. The contract contains several 
performance milestone dates which, if not achieved, would permit 
FPC to terminate the contract . 

CONCLUSION 

We find that the negotiated cogeneration contracts between FPC 
and Dade County, ElDorado Energy, Lake Cogen Ltd . , Mulberry Energy 
Co. , Orlando Cogen Ltd., Pasco Cogen Ltd., Ridge Generation Stn. 
Ltd ., and Royster Phosphates are viable generation alternatives 
because: 

1. The capacity and energy generated by the facilities is 
needed by FPC and Florida ' s utilities; 

2. The contracts appear to be cost-effective t o FPC's 
ratepayers; 

., 
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J. FPC's ratepayers are reasonably protected from default by 
the QFs; and 

4. The contracts meet all the requirements and rules 
governing qualifying facilities. 

It is therefore 

ORDERED by the Florida Public Service Commission that 
the contracts are approved for the reasons set forth in the body of 
this order. It is further 

ORDERED that this Order shall become final unless an 
appropriate petition for formal proceeding is timely filed herein . 
It is further 

I 

ORDERED that this Order shall become final and this docket 
shall be closed unless an appropriate petiti on for a formal 
proceeding is received by the Div ision of Records and Reporting, I 
101 East Gaines Street, Tallahassee , Florida 32399-0870, by the 
close of business on the date indicated in the Notice of Further 
Proceedings or Judicial Review . 

By ORDER of the Florida Public Service Commission, this ~ 
__ day of July 199 1 

(SEAL) 

MCB:bmi 
0910401P.mcb 

Reporting 

NOTICE QF FURTHER PRQCEEDINGS QR JUDICIAL REVIEW 

The Florida Public Service Commission is requ i red by Section 
120.59(4), Florida Statutes , to notify parties of any 
administrati ve hearing or judicial review o f Commission o rders that 

I 
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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 
heari ng or judicial review will be granted or result in the relief 
sought. 

The action proposed herein is prelimi nary 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 a formal proceeding, as provided by Rule 25-
22.029 (4), Florida Administrative 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 of business on 

7- 22-9 1 

In the absence of such a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any objection or protest f i led in this do cket before t be 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on the date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court i n the case of an electric, gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water o r sewer utility by filing a notice of appeal 
with the Director, Divi sion of Records and Reporting and filing a 
copy of the notice of appeal and the filing fee with ~he 
appropriate court . This filing must be completed within thirty 
{JO) days of the effective date of this order, pursua nt 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. 
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..... 
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. Contractl 
Avoided 
(Percent) 
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23 30 5,021.015 12.n4.571 15~ 1517 

24 48 5.214,422 13,42t.HI tete IIA 

2~ 74 6..563.185 14,115,701 17 1% 17 53 

27 05 U3l, ll3 14,131,707 170GI 11 42 

2143 I . IS41125 15,.618. 145 1111 It S7 

28U 1.«1.140 11,315. 171 1117 20 35 

31 40 l .ne.538 17,220,4413 20U 2131 

33 01 7,122.201 11.088,544 21 t5 2241 

34 118 7.415,515 11,0 11.7'11 2;3 07 2;363 
31 .,, 7 M7,156 11.881,807 24 24 2412 

3132 7,578,440 11.282.731 2541 MOl 

$43.442.201 SII0,3111,nl 

-
A.IOIO~ A~ Avoid~ Total 

Ce~clty E"'•'OY • EMtgy Avoid~ 

co.t co.t co.t co.t 
S/'fMI sn.tWH SN .. s SIYMI 

341380 2105 604,374 150,714 

'370,024 ttl2 1,327,071 10.1187 .oee 
4,580 2441 3012 1860,0112 11 ,240.331 

4,124.231 3238 1.811.145 11 .113on 

5,071 .NI 3404 7.345.115 ll.417.185 

5,333,494 35.71 7.718.880 13.0~.'14 

5.805.330 37.110 1.113.185 13,718. 1815 

5.180.830 31152 1.52:1,318 141,418.311 

I ,I IO,zt4 41.54 U&UIO 15. 1&4.704 
1.508.183 43M t .420.UI 15,127.184 
1.137,185 4511 t .IOO.C4e 11.737.141 
7,114,733 4113 10.~.282 17.580.184 
7,552,111 50118 10.137.805 11.480.620 

7,831.304 5U7 11,485,323 11.433,827 

ll40,1M 56N 12.010.ZV 20.421,113 

1.038.845 5114 11 ,831.2t5 11t.875.201 

S441 082 17V ... 708,022 SII2.7N,IOI 

-lilt I 
, .. 1M 
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