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BEFORE THE FLORIDA PUBLI C SERVICE COMMISSION 

In re: Application for a staff­
assisted rate case in Citrus County 
for the Rivcrhaven System of 
HOMOSASSA UTILITIES, INC. 

DOCKET NO. 900967- SU 
ORDER NO. 24937 
FILED: 08-20- 91 

The following Commissioners parti cipated in the disposition of 
this matter: 

THOMAS M. BEARD, Chairman 
J. TERRY DEASON 

BETTY EASLEY 
MICHAEL McK. WILSON 

FINAL ORDER GBANTING TEMPOBARY 
BATES IN EYENT OF PROTEST 

NOTICE OF PROPOSED AGENCY ACTION 
ORPER APPROVING INCREASED RAT.ES 

AND REQUIRING CAPACITY STUDY AND EXPANSION PLAN 

BY THE COMMISSION : 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the actions discussed herein, except for the 
granting of temporary rates in event of protest , are preliminary in 
nature, and as such, 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. 

BACKGROUND 

Homosassa Utilities , Inc., Riverhaven System, (Homosassa or 
utility) is a class hC" wastewater utility whose service area is 
located near the City of Homosassa in Citrus county, Florida. 

On December 7, 1990, Homosassa applied for the instant staff­
assisted rate case and paid the appropriate filing tee. Pursuant 
to Section 367.0814, Florida Statutes, February 7, 1991, was 
established as the official date of filing. For the purpose of 
evAluating tho utility ' s request, we have selected the twelve-month 
period ending December 31, 1990, as the test period. 
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This Commission regulated the Riverhaven system beg i nning in 
Octobe r, 1975 . The s ystem was sold by its then owner Marathon U.S . 
Realties , Inc . , (Marathon) to Citrus County in February, 1985. By 
Order No. 14730, issued August 16, 1985, we recognized this sale 
and canceled Marathon's certificate. In June, 1986 , Marathon 
repurchased tho s ystem, and by Order No. 18098, issued September 3, 
1987, we granted Marathon an origi na l wastewater certificate, 
established rate base, and approved Marathon ' s adoption of the 
county' s r ates and charges. By Order No . 20518, issued December 
23, 1988 , we approved Marathon's transfer of i ts wastewater 
certificate to Homosassa . 

At the time of the transfer to Homosassa, we noted that 
Homosassa ' s contract operator was USA Uti lities, Inc. , (UUI). UUI 
is related to Homosassa by (virtually) common ownersh i p. Althoug h 
not all of the s t ockholders are the same, the primary s tockholder, 
as well as the president of Homosassa , is als o a s tockholder of 
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UUI . There are three other Homosassa stockholders who are ~lso UUI 
stockholders. The president of UUI is also the pre sident of I 
Stearns & Whaler, a n e ngineering firm that provides e ngineering 
services to Homosassa. 

QUALITY OF SERVICE 

Our staff conducted a customer meeting in t he utility ' s 
service area on May 14, 1991, at the Riverhaven Community 
Clubhouse. App roximately 200 utility customers appear ed . 

The majority of the comments made at the meeting , pertained to 
a connection moratorium imposed on the utility by the Florida 
Department of Env i ronmental Regulation (DER). This moratorium 
resulted from a January 4, 1991, consent order agre ement enter ed 
i nto between DER a nd the utility . That consent order agreement 
recites the followi ng: that in 1990 t te utility released 
wastewater that exceeded permit limits , failed to maintain the 
facility for i t s i ntended purpose, failed to provide DER with the 
r equired sampling results to monitor its performance, and faile~ to 
notify DER wi thin the required time period that it discharged 
effluent to the surroundi ng ground surface. The utility agreed to 
pay a $14,000 settlement, to make the necessary plant improvements, 
and, by no later t han Septe mber 1, 1991 , to reobtain i t s suspe nded 
operating permit. 
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At the customer meeting, the homeowners• association president 
referred to the utility's problems with the DER and said that the 
moratorium has had an adverso effect on local property values. He 
said that the utility has shown poor financial management and that 
the customers should not now be put i nto the position of rewarding 
that mismanagement. Increased revenues, he argued, should be 
granted only to a financially responsible organization. He 
applauded the plant improvements that are curre ntly being made, but 
noted that DER had a lot to do with it. 

Several other customers commented on the utility's problems 
with DER and its affect on them. One said that the utility should 
not get a rate i ncrease until it obtains a curr nt DER operating 
permit. Anocher said that with the moratorium, he c a nnot build on 
his property or sell it . A third said that it is obvio us that the 
utility has not been running the plant properly, and he wanted t o 
know why connections located outside of the Riverhaven subdivision 
were allowed while there were still undeveloped lots with i n the 
subdiv ision. Numerous customers had questions similar to these. 

Regarding the connections outside the Riverhaven subdivision, 
we have reviewed the utility's certificated service territory , and 
it does transcend the boundaries of the subdivision to include an 
area with several commercial connections . The utility should s how 
no preferential treatment to any customers within i ts certificated 
territory, and the utility has the obligation to provide service to 
any customer in its terri tory upon request. Because of the 
moratorium, the utility is unable to fulfill the latter obligation . 
Even though tho moratorium will be lifted once the treatment 
plant's operating permit is reobtainc d, the treatment plant's 94 \ 
used and usefu l level (as is discussed later) indicates that new 
connections will be allowed tor only a sho-: t time. Until DER 
repermits the wastewater treatment p l ant, it will not be known how 
many ava i lable connections will be allowed for the current 
facility. It is obvious that the utility will be faced with m~jor 
plant expansion c osts in order to be able to provide wastewater 
service to the remaining lots within the Riverhaven subdivision. 
In fact, we are aware of a lawsuit by a developer against the 
utility filed in the local circuit court concerning the connection 
moratorium. When expansion costs will be incurred a nd how much 
they will be is not known a t this time, so we ara not considering 
plant expansion costs in this rate case. 
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Several customers complained about odor. The a bove-mentioned 
DER consent order aqreement e stablishes the utility's failure to 
properly maintain the facility for its intended purpose. Problems 
such as odor would be common for a poorly maintained a facility. 
Howe ver, with the current improvements being made at both the 
wastewater treatment facility and the wastewater collection 
1 i ftsta t ions, odor c ontrol should be more manageable . Assuming 
that the utility ma i ntains the plant properly after improvements 
are made , tho odor problem should improve . 

Seve ral c ustomers commented on tanker trucks dumping wa ste 
into the utility' s collect ion system apparently without 
author ization. The utility believes that there have been no recent 
occurrences. In April , 1990, the utility posted a $500 reward for 
informat i on leading to the arrest and conviction of anyone found 
illegally dumping i nto the system . We believe that the util i ty has 
taken the proper appr oach to r emedy the situation and hat 
unauthorized dumping is no longer a problem. 

I 

One customer said that there are leaks in the system and that I 
r esid e nts have had wastewater leak onto their lawns. We believe 
that with the improvements currently being made to the 
liftstations , problems s uch as wastewater spills should be 
eliminated . 

In a dd i tion to the c omments made at the customer meeting, we 
h ave received letters from several utility customers, as well a s 
from a County Commissioner, concerning the f inancial status of the 
ut i lity , available plant capacity , rate structure, and various 
serv ice probloms . 

In consi deration of the foregoing, we f ind that the utility' s 
qua lity of service is unsatisfactory . Since there are improvements 
currently underway, we will not require additional physical 
improvements at this time . Except for the i mminent plant c apacity 
prob lem , we believe that most of the utility's service problems 
will be c orrected soon. Reobtaining the DER operating permit and 
making improvements at the liftstations currently take precedence 
over plant e~pansion. Once these prioriti es have been taken care 
of, t he utility should proceed with plans for plant expansion as 
soon as possible. 

Since DER has alr eady penalized the utility for its negligent 
operation of its faci lity, a similar penalty imposed by this I 
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Commission would be redundant and be of no practica l benefit to the 
c ustomers at this time. However, we hereby require the utility to 
adhere to tho deadline establis hed by DER to reobtain ite operating 
permit. If the utility does not obtain a DER operating permit by 
that date, we s ha l l reevaluate the situation. We anticipate that 
with tho plant modifications completed, the plant will be 
repermitted at its or i ginal capacity of 100,000 gallons per day, 
and it will be up to DER to establish the remaining available plant 
capacity. 

In addition , we hereby order the util i ty to submit within six 
months ot the date of this Order a comprehensive study of the 
available connection capacity to the existing faci l ity, along with 
plans for plant expansion, assuming expansion is requ i red. 

RATE BASE 

Our calculation of the appropriate rate base for the purpose 
of this proceeding is depicted on Schedule No. 1-A, and our 
ad j ustments are itemized on Schedule No . 1-B. Those adjustments 
which are self-explanatory or which are essentially mechanical in 
nature are reflected on those schedules without further discussion 
in tho body of this Order. The major adjustments are discussed 
below. 

Used and Useful 

As noted above, we assume that when DER reissues the 
wastewate r treatment plant operating permit, the permit capacity of 
the plant will be the same as it was before, 100,000 gallons per 
day (gpd). To arrive at the used and useful percentage of t he 
wastewater treatment plant and disposal facilities, we divide the 
sum of the 89,000 gpd average daily flow and the 5,164 gpd marg i n 
reserve by the 100,000 gpd capacity of the plant. The quotient is 
94. We therefore find t hat the wastewater treatment plant and 
disposal f cilities are 94' used and useful. 
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To arrive at the used and useful percentage of the wastewater 
collection system, we divide the sum of the 517 equivalent 
resident i al connections (ERCs) at the end of the t eat year and the 
19 ERCs in the margin rosorvo by the 933 ERCs capacity of the 
collection system. The quotient is 57 . We therefore find that the 
wastewater collection system is 57' used and useful . 
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Plant-In-Service 

According to Order No. 20518, the amount of plant-in-service 
in the utility's rate base as of December 31, 1987, was $746,494. 
Homosassa's 1989 annual report showed plant of $866,581 . However, 
the utility could not provide documentation to support a ny plant 
additions. Therefore, we have removed $120,087 of unsupported 
plant. 

The utility provided documentation for plant additions made in 
1990 for rehabilitation of a lift station and work on its 
drainfield. The total amount, $39,071 , included a markup of $1,027 
charged by UUI. As noted in the case background, the utility and 
UUI, its contract operator, are related entities . Be cause of the 
close relationship of the utility and UUI , we shall not treat 
transactions between the two as if entered into at arm's length . 

I 

Wo have examined the costs which UUI has included in jts labor­
related overhead charges and determined t hat many of the items were 
already charged directly to Homosassa . Allowing the utility the I 
markups and the labor-related overhead charges would be double­
counting the expenses. Therefore, we have removed the $1 , 027 
markup and reduced the UUI labor charges by $125. We have 
therefore included an average balance of $18 , 959 tor additions in 
average test year plant. 

We have determined from information from the utility's 
consultant that a computer which was on the company's books is no 
longer in service. Therefore, we have removed $2,363 from utility 
plant and made corresponding adjustments to accumulated 
depreciation and depreciation expense . 

I n consideration of the foregoing, we find that the simple 
average balance of test year plant-in-service i s $763,090. 

Pro Forma Plant 

During the test year, the utility began construction of 
drainfield improvements required by the DER consent order. These 
improvements are at or near completion at this time . The utility 
requested recovery of a large amount of engineering charges for the 
project. Upon examination of the information provided by the 
utility, we have determined that these engineering charges pertain 
to a plant expansion program which has not taken place . Some of 
the charges date back to 1987 . Due to the staleness of many of the I 
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figures provided and the uncertainty of what plant improvements may 
be dono in tho future, we have excluded engineering charges from 
rate base in this proceeding. However, t his does not preclude the 
utility trom having reasonable engineering charges included in rate 
base when plant expans ion actually takes place. 

Currently, the utility is in the process of cleaning its 
percolation ponds. In addition, the utility seeks permit 
modifications to insure continued compliance with DER mandates. 
Tho modifications include the installation of a sand filter .and 
improvement to the ponds. The utility is also rehabilitating its 
lift stations. We have reviewed the u tility's estimates to 
complete the work and other information it has provided. We 
c onclude that $161,855 is a reasonable allowance for pro forma 
plant. We wil l therefore include that pro forma plant in rate base 
and i ncrease accumulated depreciation and depreciation e xpense by 
one year ' s deprec i ation on that plant, $10,796 . 

Tho land upon which utility facilities are located is owned by 
the utility. On its 1989 annual report, the utility r ecorded land 
value as $141,777. I n Order No. 20518, whereby we approved the 
transfer of the utility from Marathon to Homosassa, the cost of 
land allowed in rate base was $20,967. We noted in that Order that 
in addition to purchasing the system, Homosassa purchased 
additional land (in excess of 3 acres) adjacent to the existing 
plant site for $65,000. This land was not included i n rate base at 
the time of the transfer since it was not on the utility's books . 
We indicated that Homosassa would be able to include the land on 
its books, if and when it became a part of the utility system. In 
1990 , the utility constructed a new drainfield on the that land. 
We have included the drainfield i n plant-in-ser\ice, so we may no 
include the land in rate base. The appropriate total land value to 
be included in rate base is $85,967 . The utility has not provided 
support for some $55,810 of land included on its 1989 annual 
report, so that amount s ha l l not be allowed . 

Non-Used And Useful 

Based on the percentage of non-used and useful utility 
property , wo shall reduce plan by $44,734 and make corresponding 
reduc tions of $7 ,744 to accumulated depreciation and $2,616 to 
d e preciation expense. 
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Accumulated Deoreciotion 

Applying the depreciation rates in effect at the time of the 
transfer from Marathon to Homosassa to the amount of plant approved 
above 1 we find that the proper average test year balance of 
accumulated depreciation is $282 1 647. 

Contributions-in-Aid-of-Construction 

The utility collected a service availability charge of $1,~7 5 

per connoction for tho yoars 1988 through 1990. According to Order 
No. 20518 1 issued December 23, 1988 1 whereby we approved the 
system ' s transfer from Marathon to Homosassa , we al lowed the 
utility to collect a $950 service availability charge composed of 
a $700 plant capacity charge and a $250 main extension charge . 
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Those charges appear in the utility ' s filed and approved t riff 
s heet, effective December 12, 1988. The utility has therefore 
unlawfully overcharged its customers for serv ice availability. 
According to our analysis, the utility collected $5,4 50 in I 
overcharges for service a vaila bility. 

Most of the persons who ha ve paid serv ice availability charges 
arc builders. The service availability charges have probably been 
passed o n to tho homo buyers as part of the cost of the home. In 
some cases , a ccording to customer testimony at the customer 
mooting , whore the c ustomer paid the connection fee, the builder 
reimbursed tho customer. 

In response to our inquiry regarding the utility's overcharge, 
the utility said that the $1,075 charge was that established by 
Citrus County during the period of time that it owned the system. 
That charge consisted of $700 for capacity, $250 for offsi te 
facilities , a $100 inspection fee, and a $25 deposit. The utility 
claimed to be charging those rates believing them to be correct. 
The utility asserts we approved Citrus County's charges in Order 
No. 18098 , issued September 3, 1987, whereby we recertificated this 
system with Marathon as owner. Tho utility contends that the 
Commission made a mistake in order No. 20518, issued December 23, 
1988, in establishing tho $700 capacity and $250 offsite facility 
chargeo. 

We disagree. We have reviewed the above-referenced orders and 
the transfer application from Marathon to Homosassa. Order No. 
18098 makes no mention of the $100 inspection fee or a $25 deposit I 
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to be collected with the other charges. Indeed, Marathon ' s service 
availability policy as stated in its tariff was that 

Tho Utility collects a plant capacity fee of $700 and a 
main extension char9e of $250 from each new customer 
prior to connection of the on-site customer ' s lines with 
tho off-site collection system. 

No separate i nspection fee is charged at the time of 
hook-up to the system, although an inspection is 
performed by the utility. If the customer ' s installation 
does not meet the prescribed standards and the utility 
has to make more than one inspection, the utility shall 
charqo an insp~ction fee equal to the actual cost for 
each additional inspection. 

The tariff pages accompanying the transfer application from 
Marathon to Homosassa contained identical verbiage, although they 
provided for a customer deposit equal to one month ' s bill, which at 
that time was $15 . 

If we required a refund of the overcharges, the refund would 
be to the c ustomers who paid the fee. However , most of the charges 
were paid by builders who have since sold the homes. These 
builders woula have recovered the charges in the purchase price of 
the home. Additionally, there was testimony at the customer 
meeting that, in some cases where the fees were paid by a 
homeowner, the homeowner was reimbursed by the builder. If a 
refund was m do i n this case, it appears as though the recipient 
would recover twice, either through the cost of the house or 
through the prior reimbursement. On the other hand, if the 
overcharged CIAC rema i ns in rate base, the customers will benefit 
by having lower rates than if there had been a refurd . 

In the present circumstances, we shall not order a refund of 
the CIAC overcharges. Nonethe less, the utility has violated its 
tari!f. We do not think it would benefit the customers to show 
cause the utility for this violation at this time; however, we are 
hereby putting the utility on notice that any further noncompliance 
wi l l not be looked on favorably. 
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CI AC Ba lance 

According to Order No. 20518, CIAC as of December 31, 1987 , 
was $573,609. According to the utility's records, it collec ted 
$55 ,800 in CI AC additions since that date. However , it has come to 
our attention that the utility has not collected fees associated 
with twenty-one conn,ections at the Sportsman Villas . The utility 
has met with the builder involved and has requested a $22,575 
payment for these connections. We have included this amount in 
CIAC and made corresponding additions of $752 to accumulated 
amortization and $1,506 to amortization expense . 
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In addi tion , according to a billing analysis performed by the 
utility's consultant , the utility is serving more cus tomers than 
a ppears on i ts books. The consultant stated that the number of 
customers on the billing analysis, about 399, appeared to be 
correct. He explained that there were apparently som<> illegal 
hookups , customers and/or builders who have connected to the s ystem 
without paying the appropriate fees . We have therefore imputed I 
CIAC on thirty-six additional residential connections and one 
comme r c i al c o nnection , a total increase of $40,8 50, and made 
c orresponding additi,ons of $6,802 to accumulated amortization and 
$2,725 to amortization expense . 

The util i ty has col lected an adva nce for construction from the 
Cherokee Trace development. Due to permitting problems the 
developer has been experiencing, it is unknown whe n the development 
will be hooked up, if at all. Regardless, there is apparently 
little , i t any, possibility for it to be hooked up prior to plant 
expansion . We normally exclude advances for construction from the 
rate base if the hookups will not be made to t he c urrent plant . 
Accordingly, we have excluded from rate base the $32 , 000 in 
advances associated with Cherokee Trace . Tt is amount may be 
included i n r a te base at such time tha t hookup appears imminent . 

In a ccordanc e with our policy, we have imputed CIAC on the 
margin reserve . Thus , we have increased CIAC by $21,000 and made 
corre sponding additions of $701 to accumulated amortization and 
$1,401 to amortization expense . 

In cons i derativ n of the foregoing, we find that the proper 
simple average ba l ance of CIAC for this utility is $705 , 772 . Using 
the s ame methodology used to calculate accumulated depreciation , we 
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find that the proper average bala nce for accumulated amortizatio n 
of CIAC is $194,947. 

working Capital 

We fi nd it appr,opriate to use the formula method (one -eighth 
of operating and maintenance expenses) to calculate the working 
capital requirement of this utility. In a later s ection of this 
Order, we find that the proper amount of test year operating and 
maintenance expense i s $67,261. Therefore, we have included one­
eighth of that amount, $8,408, i n rate base as the utility • s 
worki ng capi t al allowance . 

Test Year Rate Base 

In consideration of the foregoing, we find that test year rate 
base is $181,114. 

COST OF CAPITAL 

Duri ng the test year, the utility had outstanding a f irst 
mortgage loan originally iss ued January 7, 1988, a t a rate of 
11.125\. The mortgage was issued by NCNB National Bank of Florida 
and was guaranteed by UUI. o n January 7, 1991, a balloon payment 
o f $283,345 became due. That payment was not made, causing the 
utility to be i n defa u lt . The utility negotiated a short-term 
renewal at 10.0\ . A new note, which has not yet been finalize d, is 
being negotiate d to be effective until January 15, 1992, at an 
i nterest r a te of prime plus 2\. 

We have learned that the utility has loaned funds to a related 
party, Allied Utilities, with a n average test year balance o f 
$60,357. According to the uti l ity's accountant, the f unds were 
lent at zero interest. Since that money was used for purposes not 
related to Homosassa, we shall remove it from the long-term debt 
balance. 

The utility oubmitted i nformation regarding long-term debt for 
services received during t he test year and for which promissory 
notes were signed in January, 1991. The total amount owing under 
these notes is $127,425, comprised of the following: 
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Issue 
Da te Amount ~ Payee Purpose 

1/30/91 $15,000 12t Malloy, James and Legal Servic es 
Campbell 

1/28 /91 $59,340 12t UUI Contractual 
Services 

1/18/91 $26,565 lOt Ste arns & Wheler Engineering -
Plant 
Expansion 

1/2/91 $ 26 ,520 12t UUI Plant 
Expansion 

In a later s ecti on o f this order, we disallow the utility's I 
legal expens es, and , therefore, we shall not include the 
c orresponding note in the capital structure. In addition, since we 
have disallowed charges for plant expansion, including the 
e ngineering services related thereto, from rate base, and since the 
debt incurred for plant expansions was written off subsequent to 
the test year, we shall not include these amounts in the capital 
structure. The remaining note to UUI for $59,340, at an interest 
rate of 12t, h a s been written off. This amount is for services 
whic h were actually rendered and were used to calculata rates. 
Because UUI and the utility are related companies, we shall include 
th i s forgiven debt i n the capital structure as additional paid in 
capital. 

In consideration of the fore going , we find that t he proper 
a mount of average test year long-term debt is $333,013 at an 
i nte res t r a te of lOt . 

Eauity 

At the end of the test year, the utility had a $1 balance in 
c ommon stoc k, a $112,099 balance in paid-in capital, and negative 
retained earnings of $144,105. The average balance of equity for 
the t e st year was $4,935. Sinco, as stated earlier , we have 
inc l uded the forgiven debt asso ciated with services provided by UUI 

I 
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as additional paid in capital, we have increased the average test 
year equ i ty balance to $29, 670. 

Using the leverage formula set forth in Order No. 24246, 
cff cti ve April 9, 1991, we have calculated the appropriate rate of 
return on equity to be 13.51t, with a range of 12.51t to 14.51t . 

Oyerall Bate of Return 

Upon reconciling the utility's capita l structure to its rate 
base, we find that the utility's capital structure is comprised of 
12 .22t equity at a cost rate of 13.51t, 86.07t debt at a cost rate 
of 10. 00t , and 1 . 71t customer deposits at a cost rate of 8.00t. 
Us ing those figures, ~e have calculated that the proper overall 
r a te of return for this utility is 10. 39t. our calculation of the 
a ppropriate cost of capital, including our adjustments, is depic ted 
on Schedule No. 2 . 

NET OPEBATING INCOME 

Our calculation of net operating income is depicted on 
Schedule No . 3-A, and our adjustments are ite.mized on Schedule No . 
3-B. Those adjustments which are self-explanatory or which are 
essentially mechanical in nature are reflected on those schedules 
wi thout further discussion in the body of this Order . The major 
ad j ustments are discussed below. 

Test Year Revenue 

Homos assa currently charges a flat monthly rate of $16.29 per 
ERC, as is allowed in 1ts tariff effective January 12, 1990. The 
1990 billing ledger submitted by the utility shows that the utility 
r ecorded total revenue of $96,288.75 for the year . .·or tho month 
of January , 1990, however, the utility shows revenues of $15,061, 
whe n for the other months of the year it only shows amounts of 
about $7,400 . The utility recorded $6,925 on January 4, 1990, when 
th i s amount appears to pertain to 1989. The utility's 1989 annual 
report shows that revenues between 1988 and 1989 decreasing by 
$6,020, with no corresponding decrease in customers . Since the 
ut i lity has a flat rate structure , the amount of revenue would not 
d ecrease unless the number of customers decreased. This 
irregularity confirms our observation that the $6 , 925 booked on 
J a nuary 4, 1990, should have been included in 1989 revenues. 
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Accordingly, we have removed this amount from test year revenues. 
We therefore find that annualized test year revenues are $89 ,305. 

Operating and Maintenance Exoense co & Ml 

We have r e viewed the utility's expense accounts for proper 
amounts, periods, and classifications. We made adjustments to 
reclassify certain expenses, to reflect certain allowances 
necessary for plant operation, and to reflect certain 
disallowances. A discussion of our adjustments follows. 

Sludge Removal. For the test year, the uti lity recorded 
sludge removal expense ot $10, 583. This amount i ncludes a $74 3 
markup by UUI. We have removed the markup, since we do not believe 
it i s appropriate . We find that the remaining sludge removal 
expense, $9,840, is reasonable. 

I 

Purchased Power. The util i ty recorded the purchased power I 
expenso of $8,656 for the test year. The amount of electricity 
u s ed at the wastewater treatment plant and its eleven l ift stations 
appears reasonable, and we shall therefore allow the r ecorded 
amount. 

Chemicals . The utility reporte d $2,769 in test year chemical 
oxpense. When asked to j ustify the December, 1990, purchase of 865 
gallons of chlorine at a cost of $1,081, the utility die!. not 
respond. The utility appears to use an average of 100 gallons of 
chlorine per month, at a cost o f $125 per month, which we believe 
to be reasonable. One month, however, the cost was $188, a $63 
increase which the utility has not explained. The utility also 
included a $125 out-of-test year purchase in its test year total. 
After reducing the recorded amount by $1,269 to account for the 
unexplained increases and the out-of-period cost, we find that the 
proper amount for test year chemical e xpense is $1,500. 

Materials and Supplies. The utility recorded a $6 ,455 
materials and supplies expense for the test year. From this 
amount, we have removed the UUI markup of $1,318 and tax on markups 
and items which already included tax of $94. Upon making these 
adjustments, we find that the prope r amount of materials and 
s upplies expense for the test year is $5,043. 

I 
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Contractual Services. During the test year the utility paid 
or accrued $70,589 for contractual services , much of which pertains 
to s ervices provided by UUI. We have broken down the contractual 
s ervices expense cat gory into several subcategories for more 
careful analysis. 

Plant Operator. A UUI plant operator operates 
Homosassa • s wastewater plant . The monthly fee charged through 
September, 1990, was $475. In November, 1990, the monthly fee 
increased to $522.50. Since we believe that the $522 . 50 monthly 
foe is reasonable, we ha ve increased annual expense to reflect a 
f ull year at tho current rate. 

Samples and Analysis . The utility recorded $7,424 in 
t est year expenses for samples and analysis. That tot al included 
a $70 out-of-period amount, which we have removed. We have also 
removed a $371 markup from UUI. We have increased thi s expense by 
$1,683 to account for an invoice that was included as an unbilled 
i tem by the util i ty but which should have been included as part of 
test year expense. The utility requested a $4,920 pro forma 
adjustment to groundwater monitoring expense; however, test year 
expense already includes $2,920 in invoices for groundwater 
monitoring. Therefore , the pr o forma adjustment, whic h we think is 
reasonable, should bo $2,000 . Test year expe nse for this 
subcategory is therefore $7,300. 

Re pairs, from UUI . Purs uan t to a written contract UUI 
provides Homosassa with labor for repairs at hourly rates ranging 
from $30 to $90 depending upon the number of workers involved and 
whether tho work is done during regular business hours. In light 
of the act that UUI charges various overhead items directly to 
Homosassa, we doubt that UUI ' s hourly rate is comparable to rates 
charged by unrelated third parties who recover c verhead through the 
hourly rate. The labor charges should reflect a reasonable hourly 
wage for performance of repairs. We have therefore consulted the 
Training, Research, and Education for Environmental Occupations 
(TREEO) Center survey of utility employee salaries to determine a 
more appr opriate rate. We think that the base hourl y rate for one 
worker should be $11.12, including payroll tax. Accordingly, we 
have removed $3 , 239 from repair charges. The total amount allowed 
for this ubcategory is $3,819. 

Repairs, from third parties. The utility has recorded 
$2,650 in expenses tor repairs made by entities other than UUI . 



ORDER NO. 24937 I 
DOCKET HO. 900967-SU 
PAGE 16 

The tota l includes a $2 51 for markups by UUI. We have removed the 
markup, 1 avi ng $2 , 399 as the amount allowed. 

Accounting . The utility recorded $2,760 in test year 
accounting fees . Dur ing the test year UUI maintained all recoras 
for Homos assa. UUI uses a voucher system to assign expenses to 
each of tho utilities it manages. During the test year, 
Homosas s a's books were not kept in accordance wit h the NARTJC 
Uniform System of Accounts, as i t is required to do by Rul e 25-
30 .115(1), Florida Adminis tra tive Code. The ut i lity has stated 
that i t has obtained the services of an accountant who will , 
starting .January, 1991, maintain its accounting records on an 
a utomated basis and produce financial statements and reports as 
r e quired by governmental and regulatory agencies. 

The accountant • s estimated annual accounting fees are 
$6 ,300 . We do not believe the charge is appropriate. First, the 
monthly financial statement's processing was estimated to account 
for $125 par month , or $1,500 of the annual total. Based on our 
experience with other utilities, $100 per month, $1, 200 per year, 
would be more reasonable. Second, $1,200 was included for year-end 
close-out, update of the permanent file, and preparation of the PSC 
a nnual report . Preparation of the annual report should be 
simplified by the fact that the utility will now have up-to-date 
books a nd records . We think that the appropriate charges for these 
i tems are $100 for the close-out a nd update of the files and $500 
for preparation of the annual report. The tota l also includes $600 
for preparation of annual indexing/pass-through schedules . These 
schedules are designed so that utilities can prepare them without 
the aso istance of outside consultants, and our staff often renders 
a s sistance to utilities who need it. We believe $100 is 
sutt icient for i ndex/pass-through applications . The total also 
includes $500 for preparation of tax returns. Homosassa files a 
return that includes another system it own-:; . Although $500 is 
appropr iate for the preparation of the return, we s hall split the 
amount between the two systems. We will also allow $50 for the 
preparation of intangible and tangible tax returns. The accountant 
attributed $500 of the total to meetings with management for 
planning a nd for discussions about DER and this Commission, etc. 
we believe that s uch meetings will be of a non-recurring nature 
once the utility's current problems are resolved. We have, 
thorofare, disal owed this cost . Finally, the estimate includes 
$2,000 for mee tings and special reports required by Homosassa ' s 
bank. Any special reports required by the bank are the direct 

I 
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result of problems arising from management decisions. Such matters 
are unde r the control of the stockholders and should not be paid 
for by t he ratepayers. Based on the above , we fi nd t hat the 
appropriate allowance for accounting expenses is $2 , 200 . 

Legal . The utility recorded $19 , 059 in t e st year legal 
oxpons s . A porti on of the total is attributable to services 
regarding the DER consent order. Invoices showed that some of the 
charges were attributable to preparation of a sales package for the 
sale of the utility, and one invoice did not even pertain to the 
Homosassa Riverhaven system. The charges due to the DER matter are 
extraord i nary, non-recurring items and are therefore disallowed. 
In addition, costs incurred due to the proposed sale of the utility 
should be paid by the stockholders, not the ratepa yers, and are 
also the r efore d isallowed. We therefore dis allowed lega l expense . 

Management Fees. The utility requested $2 5 ,520, for 
management fees. The total includes $22 , 400 : $62. 50 p e r hour, for 
tho manager of UUI, and $3,120, $75 per hour, for the president of 
Homosassa . The uti lity has stated t.hat the manager works with the 
attorneys , DER, the Commission, engineers, accountants dnd 
developers ; oversees customer billing, operating and maintenance 
personnel; and meets with Homosassa ' s owners. The president of 
Homosassa meets with the manager of UUI; oversees financial 
stat 111onts , makes all financial decisions, and meets with all 
governmental agencies, accountants , a nd attorneys on an as-needed 
basis . 

Tho hourly rate charged for management services is very 
h igh, $62 . 50 . In addition, the utility recorded fifty-six weeks 
worth of c harges . Based on a salary survey of utility employees in 
t he state of Florida, we have derived a reasonable hourly rates of 
$17 .86 and have added an additional 11.15\ to cover payroll tax and 
workers compensation expense . Annualizing this expense t o reflect 
a fifty-two wee k year, we find that a management fee of $6,606 is 
appropriate. 

Upon examining both the uti lity's annual reports and tax 
r e turns, we have determined that the utility president has neve r 
received compensation from the utility. The invoice on which the 
charge is contained appears to be little more tha n an a fterthought, 
with c harges for the previous thirteen months. We have no 
a ssurance that a ny compensation wi ll be paid to the president, even 
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if recovery were allowed in this case. 
disallowed the pre side nt's salary . 

We have, therefor , 

Office, Clerical. The utility reques ted clarical 
expenses of $26 per hour f or s even hours per month to cover billing 
duties . Based on a survey o f utility salaries in Florida, we think 
that a rate o f $11.12 p e r hour, inc luding related payroll tax, i s 
a ppropriate. The annual clerical expense is therefore $934. 

Wo have also calculated the cost of pre-paid postcards 
for billi ng. At $.19 each , the e xpense for a year would be $91 2 . 
The total office expense is therefore $1,846. 

Lawn Mowing. The utility has requested a pro forma 
adjustment of $1,250 per month, $15,000 per year, for mowing around 
the ponds, drainfield, and other facilities. We note that 
according to the utility ' s expenses for 1990, l awn mowi ng, 
including $233 i n t ractor r e ntal and $188 in labor charges from 

I 

UUI , was recorded as repair expenses. As discussed abovp, the I 
labor c harges from UUI are excessive . We believe that the utility 
could obtain mowing services for $35 per hour, including the 
tractor and operator. The total for seven hours labor would be 
$245 per month, or $2,940 per year . 

Meter Reading. The utility requested that its new rates 
be set using a base facility charge rate structure, which would 
requi re monthly meter readings from the water provider . The water 
provider, the Homosassa Specia l Water District, has informed the 
utility that it would be willing to provide a monthly printout of 
Riverhave n area customer meter readings for a fee of $300. Since 
i n a later part of this Order we approve a base facility charge 
rate structure for this ut i lity, we shall allow t .he $300 as a p.ro 
forma adjustment to the test year. 

Rents - Equipment. The utility recorded $3,340 i n costs for 
equ i pment rental. We have removed the $492 UUI ~arkup included in 
this total. 

Transportation. The utility provided documentation showing 
$104 i n transportation expense. The total is comprised largely of 
mileag e charges from UUI at $ . 50 per mile. We believe that the 
Internal Revenue Service ' s standard mileage rate of $.26 per mile 
is more a ppropria te Accordingly, we have reduced transportation 
expense by $44, for a total test year expense of $96. I 
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Insurance . The utility recorded $136 in test year property 
insurance expense. As this amount appears reasonable, we sha l l 
allow it. 

Regulatory commission Exoense . The utility has requested 
$10,809 i n rate case expense. We believe this amount is high for 
a s taff-assisted rate case in the Proposed Agenc y Action stage; 
howe ver, some of the charges are justified. 

The utility paid the $900 filing fee for this case, which we 
s hall allow . The utility consultant prepared a bill i ng analysis in 
conjunction with the requested change to the base facility 
charge/gallonage rate s truct ure. Because we prefer this rate 
s tructure, we think this cost is justified and therefore will allow 
the $1,785 fee and $538 travel expense associated with t he billing 
a nalysis . In add ition, the utility requested recovery of the 
$155 . 55 paid to the consultant to prepare its staff-assisted 
a ppl ication. As this amount appears reasonable, it is also 
allowed. 

The utility has requested recovery of some $5,370 in expenses 
incurred from responding to inquiries from our staff . Of this, 
$1,661 was for attorney's fees, $2,600 was for the utility ' s 
accountant, and the remainder for the rate case consultant. out 
s taff requested additional information largely at the behest of 
UUI ' s ma nager, who thought that our s taff ha d overlooked items in 
its accounti ng report . The utility coul d have resolved many of the 
areas of inquiry on its own. The utility's attorney provided 
insufficient information regardless . Although, the utility's 
accountant provided useful information, the $2 , 600 charge from h im 
is not acceptable given the amount of information he provided . The 
u ti lity had three consultants i nvolved in this case, which we 
believe is unjustified for a staff-assisted rate cas e. The 
r atepayers should not have to pay for Homosassa's lack of 
efficiency. Accordingly, we shall allow only $500 for the 
accountant ' s time a nd $500 for the utility ' s rate case consultant . 

In its e~timate of expenses to complete the case, the utility 
r equested $1,500 for its attorney to attend the agenda conference . 
We believe this is unreasonable considering that the utility has 
three cases on the same agenda a nd that i n a previous estimate the 
utility requested $475 to attend the agenda . One-third of the 
i ni tial request, $158, will be allowed. The utility also requested 
$170 to review our staff's recommendation, $85 to prepare the 
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customer notice, and $255 t o revise the tariff. 
$170 to review the recommendation is reasonable , 
that $255 is sufficient expense for both the 
tariffs . 

The request of 
but we believe 

notice and the 

In consideration of the foregoing , the total r ate case expense 
which we will allow is $5,285. When amortized over four years, as 
is required by Section 367.0816 , Florida Statutes, annual rate case 
expense recovery is $1,321. 

Miscellaneous Expense . UUI allocated $890 for office r ent , 

I 

$704 for telephone expense, and $271 for electric expense to the 
utility. In related cases i nvolvi ng Homosassa a nd UUI , we have 
reallocated these expenses in a manner which more accurately 
r eflects the proportionate sizes of the respective systems. The 
Riverhaven system, however, is many times larger than t he other 
systems . We have therefore used a 35t allocation factor for these 
expenses . The allocated expenses have increased as fol lows: Rent 
expense is $1,113; telephone expense is $881; a nd electric expense I 
is $339. The utility submitted bills for long distance telephone 
calls from UUI 's central office to the Homosassa off i c e which 
pertain to operation of the utility. We s hall allow $4 3 for this 
expense . The utility also provided documentation showing $1,279 in 
expenses for purchased water used to operate the wastewater 
t reatment plant. we have increased this expense by $162 annually 
to reflect increased water r a tes to be charged by the Homosassa 
Special Water District, beginn ing July, 1991 . 

pepreciation Expense Net of Amortization of CIAC 

Applying the depreciation rates prescribed by Rule 25- 30.140, 
Florida Administrative Code , to test year plant, we find that test 
year depreciation expense is $30 , 499. We have increased 
depreciation expense by the $10,976 for depreciation associated 
with pro forma plant and have reduced it by the $2,616 associated 
with non-used and useful plant and the $394 associated with the 
computer no longer used. 

Using the same depreciation rates, we have calculated the 
amortization of CIAC to be $21 ,055. We have added $1,401 in 
amortization expense associated with the imputation of CIAC on the 
margin reserve, $1 , 506 in expense associated with CIAC not 
collected from a developer, and $2,725 i n expense associated with 

I 
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imputed c onnections. Total amorti zation expense after t hese 
a d j us tments is $26,687. 

I n consideration of the foregoing, we fl nd that the proper 
amount of test year depreciation expense, net of amortized CIAC , i s 
$11,598. 

Taxes Other Tha n Income Taxeg 

Tho utili ty submitted its 1990 property tax bill s whic h total 
$10,192. In addition to this amount, we have added $5,082 to 
account for the 4.5t regulatory assessment fee to be assessed on 
test year revenues . We therefore find that the proper amount for 
test year taxes other than income taxes is $15,274 . 

I ncome Taxes 

Homosassa has a $144,105 deficit in retained earnings and, 
t h e refore, pays no income taxe s. As no income taxes are paid , no 
i ncome tax expense shall be allowed. 

Test Xear Operating Income/Loss 

Bas ed on our above test year revenues calculation and ad j usted 
operating expenses calculation , Homosassa's test year operating 
loss is $3,764. 

Revenue Requirement 

Based upon our review of the utility's books and records and 
based upon the adjustments made herein, we find that the 
appropriate annual revenue requirement for this utility is 
$112 ,951 . This revenue requirement represents an annual increase 
i n revenue of $23,646 (26 . 48 \ ). This revenue requirement will 
allow the util i ty to recover its operating expenses and will allow 
it the opportunity to earn a 10.39\ return on its investment. 

BATES ANP CHARGES 

MonthlY Rates 

The utility currently employs a flat rate structure . The 
utility has requested t o implement our preferred rate structure, 
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the base facility c harge (BFC) rate structure . The BFC rate 
structure allows the utility to more accurately track its costs and 
allows the customers to ha ve some control over their bills. Each 
c u s tomer pays for his or her pro rata share of the fixed costs 
necessary to provide utility service through the base facility 
c harge and pays for his or her usage through the gallonage charge. 

A BFC rate structure for this utility will requJre a small 
cost to the customers since the utility must pay for usage 
information from the water provider. However; this cos t is less 
than one dollar per cus tomer per year. In consideration of the 
foregoing, we find that the utility 1 s rate structure should be 
changed to tho BPC rate s tructure. 

I 

We have calculated now rates for tho utility which are 
des igned t o allow i t to achieve the revenue requirement approved 
herein. we find that these new rates are fair, just , and 
reasonable, and are not unduly discriminatory. The utility 1 s 
existing rates a nd the rates which we hereby approve are set fort h I 
below fo r comparison . 

Base Facility 
Charge 

All Meter Sizes 

Gallonage Charge 

Wps tewa ter 

Monthly Rates 

Res idential 

Current 

$16 . 29 
Flat Rate 

Per 1 , 000 gallons 
( 10 , 000 gal. max i mum) 

N/A 

Commission 
Approved 

$ 9 .85 

$ 1. J9 

I 
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Base Facility 
Charge 

Meter Sizes 

5 /8" 
3/4 11 

1" 
1-1/2" 

2" 
3" 
411 

6 " 

Gallonage Charge 

Wastewater 

Monthly Rates 

General Seryice 

Curre nt 

$16.29 per ERC 
Flat Rate 

Per 1,000 gallons 
(No maximum) 

N/A 

Commission 
Approved 

$ 9 . 85 
14.77 
24.62 
49.25 
78 . 79 

157.59 
246.23 
492 .4 7 

$ 1. 67 

The rates approved above shall be effective for meter readings 
take n on or otter th i rty (JO) days otter the stampe l approval date 
on the revised tariff sheets . The utilit y shall submit revised 
tariff sheets reflecting the approved rates along with a proposed 
c ustomer notice listing the new rates and explaining the reason~ 
therefor. The revised tariff s heets will be approved only upon our 
s taf f ' s verification of the following: that the tariff s heets are 
consis tent with our decision herein, that the proposed customer 
notice is adequate, and that tho escrow account required by the 
aection below is properly established. 
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Escrow Requirement 

We have included certain pro forma additions in rate base. 
That portion of the r ate increase approved above which is 
associated with pro forma plant shall be placed in escrow unti l 
construction of the pro forma plant items is completed, the utility 
has roobtained an operating permit, and our review of the utility's 
capacity study has taken place. The amount of the increase 
attributable to the p ro forma additions which shall be escrowed is 
as follows : $1.81 of the base facility charge for res i dential 
customers , $1.81 per ERC of the base facility charge (based on 
meter size) for commercial customers, $ .3 2 per 1,000 gallons for 
residential customers, and $ . 38 per 1,000 gallons for general 
service customers . 

The escrow account s hall be established between t he utility 
and an i ndepende nt financial institution pursuant to a written 
escrow agreement. The commission shall be a party to the written 
escrow a9reement and a siCJnatory to the escrow account . The 
wri tten escrow agreement shall state, at a minimum, that the 
account is established at the direction of this Commissior f or the 
purpose set forth above, that the account is to be an interest 
bearing account, tha·t no withdrawals o f funds shall occur without 
the prior written approval of the Commission through the Director 
of the Division of Records and Re porting, that the ultimate 
disposition of the escrow funds, including interest, is subject to 
the authority of the Commission , and tha t pursuant to Consentino y. 
Elson , 263 So . 2d 253· (Fla . 3d DCA 1972), escrow accounts are not 
subject to garnishments . 

Once the rates become effective, the utility shall deposit 
the f unds to be escrowed into the escrow account within seven (7) 
days of the utility's receipt thereof. The utility must keep an 
accurate and detailed account of all monies received as a result of 
its imple.menting the temporary rates, specifyinq by whom or on 
whose behalf such amounts were paid. By the twen =ieth day of the 
month for each month that t he temporary rates are i n effect , the 
utility s hall file a report showing the amount of revenues 
collected pursuant to the implementation of the temporary rates and 
the amount of revenues that would have been collected under the 
prior rates. Should a refund be required , the refund s hall be with 
interest a nd undertaken in accordance with Rule 25-30.360, Florida 
Administrative Code. 

I 

I 

I 
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Amortization of Rate Case Expense 

section 367.0816, Florida Statutes, states , 

The amount of rate case expense determined by the 
commission . . . to be recovered through . . . rate(s) 
shall be apportioned for recovery over a period of 4 
years. At the conclusion of the recovery period, the 
rate[s) ... shall be reduced immediately by the amount 
of rate case expense previously included in rates. 

As identified previously, we have allowed the utility $5,283 
in rate case expense. Pursuant to the above-quoted section of 
Chapter 367 , we calculate that for $5,283 to be recovered over four 
years, $1,321 must be recovered annually. However, since that 
annual amount does not reflect the RAFs the utility must p ay on the 
revenue attributable to rate case expanse recovery, we have 
grossed-up the annual amount to reflect the RAFs and , upo n so 
doing, find that the appropriate annual recovery of rate case 
expense is $1 , 380 per year for four years. 

At the end of four years , the utility's rates should be 
reduced to reflect the $1 , 380 reduction to its annual revenue 
requirement. Based on e xisting c ircumstances, the effect of this 
revenue reduction will be a $.12 reduct ion in the wastewater base 
facility charge and a $. 02 reduction to the wastewater gallonage 
charge . Th utility s hall file revised tariff sheets no later than 
one month prior to the actual date of the required rate reduction . 
The utility shall also file a proposed customer notice setting 
forth the lower r ates and the reason for the reduction. If the 
utility files this reduction in conjunction with a price index or 
a pass-through rate adjustment, separate data shall be filed for 
each rate change. 

Miscellaneous Seryice Charges 

currently , the utility • s tariff contains no miscellaneous 
service charges. The miscellaneous service c harges set forth 
below, which we hereby approve, are designed to defray the costs 
associated with each of the services provided and place the 
responsibility of the costs on the person creating i t rather than 
on the ratepaying body as a whole. 
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Initial Connection 
Normal Reconnecti on 
Violation Reconnection 
Premises Visit ( in lieu 

of disconnection) 

WATER 

$ 15.00 
$ 15.00 
$ 15.00 
$ 10.00 

A description of each type of miscellaneous service charges 
follows : 

(1) I nitial Connection : This charge is to be levied for 
servico i nitiation at a locati on where service did not exist 
previously . 

I 

(2) Normal Becoonectioo: This charge is to be levied for 
tra nsfer o f service to a new customer account at a pre vious l y 
served location, or reconnection of service subsequent to a I 
customer requested disconnection . 

(J) Violation Beconnection: This charge is to be levied 
prior to reconnection of an existing customer after disconnection 
of serv ice for cause according to Rule 25-30.320 (2), Florida 
Admi nistrative Code, including a del i nque ncy in bill payment . 
(Actual cost is limited to direct l abor and equipment rental . ) 

(4) Premises Visit Cha rge Cin lie u of disconnection>: This 
charge is to be levied when a service r epresentative visits a 
premises for the purpose of discontinuing service for nonpayme nt o f 
a due a nd collectible bill and does not discontinue service 
because the customer pays the service representative or otherwise 
makes satisfactory arrangements to pay the bill. 

The charges approved above shall be effective f or service 
rende red on or after the stamped approval date on the revised 
tariff sheets . The utility shall submi t revised tari f f sheets 
reflecting the approved charges along with a proposed customer 
notice listing the new charges and explaining the reasons therefor. 
The revised tariff sheets will be approved upon our staff ' s 
verification tha t the tariff sheets are consistent with o ur 
decision herein and that the proposed c\1st,omer notice is adequate . 

I 
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Service Ava ilability Charges 

Rule 25-30.580, Florida Administrative Code, states that a 
utility's service availabi lity policy must be designed such that 
the maximum amount of contributions-in-aid-of-construction, net of 
amortization, does not exceed 75t of the total origi nal cost, net 
of accumulated depreciation, of the utility's facilities and plant 
when the facilities and plant are at their designea capacity . The 
rule also states that the minimum amount of contributions-in-aid­
of-construction should not be less than the percentage of sucn 
facili t ies and plant that are represe nted by the water t ransmiss ion 
and distribution s ystem. 

The utility's c urrent tariff includes service availability 
charges of $700 for plant capacity and $250 for main extensions . 
At present, the net contribution level for this utility is 44 t. 
The collection plant, with an original cost of $520,7~0, is fully 
c ontributed . In addition , the utility has collected , to da te, 
$108,690 in connection/capacity fees. While the collection lines 
are only 57t used a nd us eful, the treatment and disposal plan t 94t 
used and useful. The utility had plans to construct a 200 , 000 gpd 
treatment plant, but thos e pla ns have been put on hold. 

The calculation of service availability charges depends upon 
information that will not be available until the utility submits 
p lans f or expansion , which we have required it to do. We will 
reevaluate service availability charges at that time. At present, 
the utility's contribution level is acceptable; due to the limited 
remaining capacity, additional collections will not cause the 
contribution level t o e xceed our Rule ' s guidelines . Accordingly, 
we shall not revise the utility ' s $950 service availabil i ty charge 
at this time. 

Tempora{y Bates i n the Eyent of P{otest 

This Order proposes a n increase in wastewater r a tes. A timely 
protest could delay what may prove to be a justified rate increase 
pending the completion of a formal hearing and issuance of a final 
order, thus res ul tin,g i n an unrecoverable loss of revenue to the 
utility . Therefore, i n the event that a timely protest is filed by 
anyone other tha n the utility, we hereby authorize the utility to 
collect the monthly service rates approved herein, on a temporary 
basis, subject to refund, provided that the utility s ubmits, acnd 
our staff approves, adequate s ecurity for a potential refund 
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through a bond , letter of credit , or escrow account, revised tariff 
sheets and a customer notice . 

If the security provided is a bond or a letter of credit, said 
i nstrument shall be in the amount of $16,447. For the period it is 
in effect , such a bond or letter of credit shall be irr e vocable 
wi thout tho c o nsent ,of the commission. 

I 

If the security provided is an escrow account , said account 
s ha ll be established between the utility and an independent 
f i nancial institution pursuant to a written escrow agreement. The 
Commi ssion shall be a party to the written escrow agreement and a 
signatory to tho escrow account . The written escrow agreement 
sha ll state, at a mi 'nimum, that the account is established at the 
d i rection of this Commission for the purpose set forth above, that 
the account is to be an i nterest bearing account, t hat no 
withdrawals of funds s hall occur without the prior written appro val 
of the Commiasion through the Director o f the Divis i on of Recorda 
a nd Reporting, that th ultimate dis position o f the escrow funds , I 
i ncluding i nteres t , is subject to the authority of the commis sion, 
and t ha t purouant to Consentino v, Elson, 263 So . 2d 253 (Fla. 3d 
DCA 1972) , escrow accounts are not subject to garnishments . 

Th o utility muo t keep an accurate and de ta iled account of al l 
monies rec eived as a result of ito implementing the t empor ary 
r a t es , s pecifying by whom o r o n whose be half s uch amounts were 
paid. By the wentieth day of the month f or each month that the 
tempora ry rates are i n effect, the utility shall file a report 
showi ng the amount of reve nues colle cted pursuant to the 
imple mentation of the temporary r a tes and the amount of revenues 
that would ha ve been collected under the prior rates. Should a 
refund be required, the refund s hall be undertaken i n accordance 
wi th Rule 25-30 . 360, Florida Administrative Code . 

Base d on the foregoing , it is 

ORDERED by the Florida Public Service Commission that the 
a ppl ication of Homosassa Utiliti es , Inc. , for an increase in its 
was t e water rates i n Citrus County is approve d as set forth in the 
body of this Order . It is further 

ORDERED that each of the findings made in the body of this 
Orde r i s hereby a pproved in e very respect. It is further 

I 
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ORDERED that all matters contained in the schedules attached 
hereto arc by reference incorporated herein . It is further 

ORDERED that all of the provisions of this Order, except for 
the granting of temporary rates in the event o f protest, are issued 
as proposed agency action and shall become final, unless an 
appropriate petition in the form provided by Rule 25-22.029, 
Florida Administrative Code, is received by the Director of the 
Division of Records and Reporting at his office at 101 East Gaines 
Street , Tallahassee , Florida 32399-0870, by the date set forth in 
the Notice of Further Proceedings below. It is further 

ORDERED that Homosassa Utilities, Inc., is authorized to 
c harge tho now rates and charges as set forth in the body of this 
Order, provided it submits a nd has approved by Staff revised tariff 
s heets and a customer notice, and provided it properly establishes 
tho escrow account required for the pro forma portion of the 
approved rates . It is further 

ORDERED that , as set forth in the body of this Orde r, the 
portion of the a pproved rates attributable to pro form p l ant 
additions shall be s ubject to refund with interest in accordance 
with Rule 25-30 . 360 , Florida Administrative Code, and ~hat 

Homosassa Utilities, Inc., s hall furnish satisfactory security for 
any potential refund related thereto. It is further 

ORDERED that the rates approved herein shall be effective for 
meter readings taken o n or after thir ty (30) days after the stamped 
approval date o n the revised tariff paqes. It is further 

ORDERED the miscellaneous service charges approve d herein 
s hall be effective for services rendered on or after the stamped 
a ppro val dato on the revised tariff pages. It is further 

ORDERED that prior to i ts implementation of the rates and 
charges approve d herein, Homosassa Utilities, l nc. , shal l submit 
and have approved a proposed notice to its cus tomers of the 
increased rates and c harges a nd the reasons therefor . The no t ice 
will be approv d upon St a f f ' s ve rification that it is cons istent 
with our decision herein. It is further 

ORDERED t hat prior to i t s implementation of the rates and 
c harges approved herein, Homosassa Utilities, Inc., shall submit 
and have approved revised tariff pages . The revised tariff pages 
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will be approved upon Staff • s verification that the pages are 
consistent with our decision herein and that the protest period has 
cxp1red. It is further 

ORDERED that in tho e vent of a protest by any substantially 
affected person other than the utility, Homosassa Utilities, Inc., 
is authorized to collect the monthly service rates approved herein 
on a temporary basis, subject to refund in accordance with Rule 25-
30 .360, Florida Administrative Code, provided that Homosarsa 
Utilities, Inc. submitted and Staff has approved revised tariff 
pages, a proposed customer notice , and satisfac tory security for 
a ny potential refund . It is further 

ORDERED t hat Homosassa Utilities, Inc., shall adhere to the 
deadline to established by OER to reobtain its operating permit and 
it s hall submi t, within six months of the date of this Order, a 
comprehensive study of the available connection capacity to the 
existing facility along with plans for plant expansion , assuming 
expansion ia required . I t is further 

ORDERED that this docket will remain open pending our review 
of improvements construction and our review of the aforementioned 
study and plan. 

By ORDER of the Florida Public Service Commission, this 20th 
of AUGUST 1991 

(S E A L) 
MF 

L , Director, 
Records a nd Reporting 

I 

I 

I 
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NOTICE OF FUBTHER PROCEEQINGS OR JVPICIAL REYIEW 

The Florida Public Service Commission is required by ~ection 
120 . 59(4) , Florida Statutes, to notify parties o f any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120 .68, Florida Statutes, as 
well as the procedures and time limits that apply . This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

As identified in the body of this order, all of our actions 
taken herein, except for the gran~ing of temporary rates in ~he 

event of protest, a re preliminary in nature and will not become 
effective or final, except as provided by Rule 25-22.029, Florida 
Administrative Code . Any person whose substantia l interes ts are 
affected by the action proposed by this order may f1le a petition 
for a formal proceeding, as provided by Rule 25-22.025(4) , Florida 
Administrative Code, in the form provided by Rule 25-2 2 . 036(7) (a) 
and (f) , Flor ida Admi n i strative Code. This petition must be 
rece i ved by the Director, Division of Records and Repo rting at his 
office at 101 East Gaines Street , Tallahassee, Florida 32399- 0870, 
by the close of business on 9 I 1 0 I 91 In the 
absence of such a petition, th1s order shall become effective on 
the date subsequent to the above date as provided by Rule 25-
22 . 029(6) , Florida Administrative Code. 

Any objection or protest file d in this docket before the 
issuance date of t his order is considered abandoned unle~s it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If the relevant portions of this order becomes final and 
effective on the date described above, any party adversely affected 
may request judicial review by the Florida Supreme Court i n the 
case o f an electric, gas or telephone utilit} or by the First 
District Court of Appeal in the case of a water or sewer utility by 
filing a notice of appeal with the Director, Division of Rec ords 
and Reporti ng nd filing a copy of the notice of appeal and the 
filing fee with the appropriate court. This filing must be 
c ompleted within thirty (JO) days of the effective date of this 
orde r, pursuant to Rule 9.110 , Florida Rules of Appellate 
Procedure . The notice of appeal must be in the form specified in 
Rule 9.900(a) , Florida Rules of Appellate Procedure. 
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Any party adversely affected by the Commission's fina l action 
in this matter may request: 1) reconsideration of the decision by 
filing a motion for reconsideration with the Director, Division of 
Records and Reporting within fifteen (15) days of the issuance of 
t h is order i n the form prescribed by Rule 25- 22.060 , Florida 
Administrative Code; or 2) jud icial review by the Florida Supreme 
Court i n the case of a n electric, gas or telephone utility or the 
First District Court of Appeal in t he case of a water or sewer 
utility by filing a not ice of appeal with the Director, Division of 
Records and Reporting and filing a copy of the no t ice of appea l ·a nd 
the filing fee with t he appropriate court . This filing must be 
completed within thirty (30) days after the issuance of this order, 
pursuant to Rule 9.110 , Florida Rules of Appellate Procedure . The 
notice of appeal must be i n t he form specified in Rule 9.900(a) , 
Florida Rules of Appellate Procedure. 

I 

I 

I 
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MONOSASSA UllllllfS, IIIC. (IIVUIIAVfll) 

SCit~f Of U\1£1 UTE lASt 

lUI TW tli0£0 Otco.tl 31, 1990 

COIPCII£111 
....... .. ...... ................ 

1 Ullll TY PUll I Ill SEIVICf 

l 
l LA.IIO 

5 •US£0 & USHUl alMPOIIEIITS 

6 

1 C.W.I.P . 

a 

9 C.I.A.C. 

10 

11 ACCl.Mil.AT£0 O(Plf:CIATIOII 

12 

1l NGTIZAIIOII Of C.I.A.C. 

14 

IS ADVANCES fO. COIISJitUCT ION 

16 

17 WOlliiiO CAPIIAL All~C£ 

18 
19 AAIE lASE 

20 

' 

' 

SCHEDULE NO. l · A 

O()(X( T 110. 900961· SlJ 

COMMISSION 

TEST TEAR COMMISSION AD JUS lEO 

PU UTILITY AOJUSTIW:IITS TEST T£AII 
............ ............... ............... 

866,551 ' 5t' ,364 ' 924,945 

11.1,m <55,8 10> 55,967 

0 (44. 7'31.) <".134) 

33, 287 Cll,287) 0 

(653,939) <51,aD> <70S,m> 

<274,407) (a,240) (282,647) 

180,804 
''· 143 

1?4,947 

0 0 0 

0 5 , 405 a, 4011 

.•...•..... ...... ........ .................. 
294,101 ' ( 112, 989)1 151,114 

··--------· ...... _ ....... . ........... 
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IOIIOSASSA Ufl lifll:S , UIC. (II Y£RIIAVIN) 

ADJUSt NfS 10 t~tC lASt 
l(!il T( ~l ( £0 O(C£ £R 31, 1990 

EXPUNAI ION 

I UlllllY PLAJII IN SUYICE 

2 A. to rC'ti!OVa ~n~ oddltl-. 

l 
4 I. to lnch.oto av~nt'o balAnCe o f t H t ye-ar 
~plant addn•- as .ldJUS l f!d to con~luton calcul ulon. 

6 
1 C. to Include pro for.., ploot . 
II 
9 o. to r 

10 

~ c~ter not used In u t ili t y. 

II h(l AOJU~l ~I 

I. 

IS 
14 ~AIIl) 

I) A. to r~ ""''4IPO"'t<l odd I 11-. 

16 
11 
Ill '- •USED A UUfUI. 

19 A. to r~ ~>on·ust<S end use ful plant 

t'O and lond. 
t' l 
12 COHSIItJCJION I N PAOCIESS 

?} A. lo tr"'"" fer to pro fo,.., plant. 

'/4 
l~ 1. lo r~e ~·c~sa I~ charge• and r up. 
'lt. 
U t.£1 ADJUSt 111 

'Ill 
l9 

IIIIUIIONS IN AID Of 
31 A. lo adJUSt to c 

)2 

Sl lltJCIION 

ll 1 to l~to CIAC on the .. ,.gin roservo. 
).4 

lS C. l o tncl uok CI AC not collec t~ frO"! developer. 

l6 
31 o . to uop .llo CIAC on llddl t lonol corwwc: t •-· 
)II 

)9 h(l AOJVSTM(II I 

SCH(OULE NO. 1· 8 
PACE I Of 2 
DOC([ I NO. 900967· SU 

AOJUST~NIS 

' (120, 0117) 

111,959 

161,8S5 

(2,363 ) 

' 511,:36-. •....••... 
' (5~. 11 10) ..•...•... 

' ( 44 ,734 ) . ......... . 
( 26 , 599) 

( 6 ,6118) 

s Cll, 2117> 
............. 

' 32,592 

( 21,000) 

(22, 575 ) 

(40,1150) 
.............. 

s ( 51,11)3) 
........... 

I 

I 

I 
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~SSA UTILITIES, INC. CRIVERKAVEN) 

AOJUST~IITS TO RAT[ liAS£ 

ttST vr.All onto orc:ocau l1, 1990 

[XI'lAMA T I 011 

1 ACCUMUtAT[O OEPRCCIATIOII 
2 A. To adjuu to canalulon nlc:ulat lon (aver~). 

l 
4 1 Tor-e ec:c. ~- anoc:l ated with coq~Uter . 

s 
6 c. To Include ac:c~lated depreciation auoc:latfd 
7 with pro ro,_ plant. 

a 
9 o To reflect non· used and useful edjusU~ent. 

10 

11 k T AOJVSTICOIT 

12 
ll 
14 ACCUOIUlA T [0 AllOR Tll.A Tl 011 ( C I AC) 

1~ A. To adjust t o c~l•slon calcula t ion. 
16 
17 I. To lncl~ .-ort l tatlon assoc iated with 
18 addltlonel connect i~. 

19 
ZO c. To ref lt'Ct ltee\AIIated _,, lut I on • soc:lated 
21 whh lq~Utat ion of CIAC on the •rvln reserve. 
22 
2l o. To reflect accu.ulatfd _,tlzatlon 
24 auoc:l1ted wi th CIAC not collected f ro. dctveloper. 
~ 

26 kEf ADJUST Nf 
27 

28 
29 \Ot(INC CAPITAL All~ 

30 A. To adjust the work ing cephal allowance to 
] 1 c isston calculation. 

SCHEDUlE NO. 1· 8 

PACE 2 Of 2 

OOCXE T NO. 900967 • SU 

AOJUSJKENT S 

' (6 ,606) 

1,4111 

( 10,796) 

7, 744 

' (8,240) ........... 
$ 5, 88& 

6 , &02 

701 

752 
...... .. . -.. -

$ 14,143 

-··--····· 
$ 8,408 . .......... . 



r 

~SSA UllliTIES, IIIC . CIIV£UAVU) 
CAP I TAl S T lUtTUit£ 
TEST YEA.a E tn OE~HS£11 31, 1990 

eotCISSI 
ADJUSTED ADJUST IHS COOUSSIOIO 
TESt YLU to l1t Ju n ADJUST En PRO UTA 

OESCIIPTIOII PU UllliTY lA a t£ST YW IECOI«:Il • . .. .. .. .. . . .. .. . .. .. . .. . . .. . . .. .. . .. .. .. . .. . .. . .. .. . .. ........ .. ........ ..... . .......... .. .. . .. .. .. .. .. .. .. 
lOiiG T~ OEIT t l0l,343 s C60,3H>S 2 2.~ t (117,0911)$ 

SQT t£~ 0£11 0 0 0 0 

CUSTOMEI OEPOSITS 4,1115 0 4,1115 (1,726) 

P11EfDIIEtl STOCX 0 0 0 0 

CCMtOII EQO I n 4,11.35 29,670 ~ .50'5 ( 12, 368) 

IIIVESTMEIIT TAX OEniTS 0 0 0 0 

OHEUE!l IIICXIC£ TAXES 0 0 0 0 

OTKU CAPITAl 0 0 0 0 
-.. -...... .. ....... .. .. .. .. .. . .. .. .. .. .. .. . ............ . .. ..... .. ......... .... .. 

TOTAl CAP I TAL s 312,993 s (30,6117)t 2112,306 s (101, 192)S 
._ .. -. .......... .. -... .-.... ._. .......... &..-. ............. 

RANCE or REASONABlENESS 

EQUit'f 

OV£11All IIA E or RETURN 

- -

SCR£0Ul£ loiO. 2 •A 
OOCXET • 900?67 ·SU 

IAU.IiC£ 

PU 

eottiSSIOIC ~IGifl COST 
.. .. .. ..... . ... .. .. 

155 ,111111 116.07'1 10.001 

0 0.001 0.001 

3,089 1. 71X 11.001 

0 0.001 o.oox 

22,137 12.22:X 13.511 

0 0.001 0.001 

0 0 . 001 0.001 

0 0.001 0.001 
.. ... .. .. .. .... .. .. .... 

1111,114 100.001 

•••-w•- ····· ......... 
lOll HIGH 

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

12.511 14.511 
...•.......• .. .-... .-... 

10.27X IO.SZX 
.••....•.... .......... 

\of IGHTEII 
COST 

11.611 

0 . 001 

0.141 

0.001 

1.6Sl 

0.001 

o.oox 

0 . 001 

10.39X 
._ ....... 

-

lr 
d 
C> 

' 
\:7 
t7 
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HONOS4$SA UTiliTIES, INC . (RIVEJKAV£11) 

StAT OIElrT OF SE\o1ER OPUA fl OilS 

T£ST Y£A.I (110[1) OECEMI£11 31, 1990 

TEST YEAR 
PU 

OUCII PY I ON UTilitY 

··· ····-············· ···· ········- ·· ........ . ... 
1 OPUATI!IC UYCIIUES ' 96,229 ' 
2 ............. 
3 OPERATIIIC EKPfkSES 

' 5 OPUAfiOII UO MAIIITEJWIC( ' 51 , 074 ' 
6 
7 DEPRECIATION D 

a 
9 AMOit t1 ZA ll 011 0 

10 
II f.UU OTNEI TKA!I l llco.E 1,031 

12 
1l INCOCE TAXES 0 
14 . . •. ....... 
15 
16 TOTAl OPERATIIIC UPUISES ' 52, 105 ' 
17 ...... .. .... 
Ill 

19 OPERA TUIG IIICONE ' "· 124 ' 
20 ••••••••••• 
21 
l2 lATE lASE ' 294,101 

Zl ............. 
24 
25 lATE Of .ETUlll 15.00X 

26 ............ 

COtU SSIOif 

C:O..ISS I ON AOJUST£D 

AOJUSTM£NtS T[st YEAR 
........... .. ....... ........ .. 

(6,924)S 89, 305 ' 
.............. . ................... 

16, Ul7 s 67,261 ' 
11,5911 11,5911 

0 0 

ll, 179 14,210 

0 0 
.. ...•...... .. ......... .. . .... 

40,964 ' 93,069 s 
................. .............. 

(47,8811)S (3 , 764)l 
._ .... _ .... ••• .......... 

' 181,114 . ............ 
· 2.08X . ............. 

SCHEDULE 110. 3 · A 

ooca T 110. 900967 • su 

REVENUE 

IIICIEASE Olt REVENUE 
(OECUASE) REOUIREHENT 

. ........... .. . . ............... .... 
2.3,646 ' 112,951 

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

26.48X 

' 67, 261 

11,598 

0 

1,064 15, 27L 

0 0 
.. ................. . "' ....... -................. 

1,064 ' 9L,I33 
.. .. -....... ....... .. .......... . .... 

22,582 ' 111,8111 ........ ._ .... ·········••::= 

' 181 ,114 
• .. aaaa_a.as_az 

10.39X 
• •••••••••• ,c.s 
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IOGSASSA UllliJIES, IIIC. (RI\'UKAV(III) 

ADJU$1M[NI S 10 OPClAII IIIC S lAT( Nl 

l ES t TEAR ( IIO£D DEC£MI£R ll, 1990 

OPU.AI INC RlVENU(S 

2 A. to rf'ft:We 1989 r~ Included In J..-.uary 1990. 

J 
4 

S OPflAIION A~n M41NIEXANCE EXPENSE 

6 A. ro 1ncll.de II'Ctll~ •t-. 
I 

8 I . Tor-e an ~ted i t-. 

9 
10 C. lo rC'IIIO'Ie out of·~nod tte.. 

II 
12 D. tor~ CACe$S ch-lut purchases. 
1l 
14 E. IO r ~ ..,rltupS and t'ACHS .. tH tU. 
IS 

16 f. lo remove c•c"slve clerical coats. 
17 

SCif£DUlE NO. 3 ·1 

PACE 1 Of 2 
OOCX£1 NO. 900967- SU 

ADJUSIMENTS 
................. 

' (6,921.) 
........... 

' S4,8'S 

(427> 

(670) 

(1 , 11.4) 

<l,2c.9) 

(338) 

18 C. lo tncludf' pro (or.Q cs~" as calculated by COI"JtliUion. 

19 

2,046 

20 H. Tor~~ •ilcogc to 1 .?6 per ~lie. 

21 
22 1. lo r~ve e~ccsslve ~~t feet ~ld 
2l to USA UtilitieS. 
24 
2S J. lo rC<"'IYe 1~_,1 eA~H auoc: 1atC!d with laws uit . 

26 
27 K. lo tncl~ rate cose ~c a.ortlt~ over 
2a lout' )'1:ar&, n.~/4. 

29 
lO Ill I AOJUSI Ill 

l l 

ll 
ll Dti'HCIAI I (XP(IIS( 

l4 A. lo inc!~ dc'prec:iat I on e_.~e as 

lS calculat~ by c lssion. 

l6 
)I 1 . to inch4t' ckprec:iat ion e.pton~e a uoc: iated 
l8 With pro fOr.Q plllllt, 

~9 

40 c. ro rceove lkprec:1at1on CJIPCOIO ouoclated with 

41 non uaed and useful plent. 
42 

4) D. lor-eo df:9r. eap. usoc:1atC!d with C:Oft!P.Ilcl'. 

(t.~) 

(17,074) 

(19,059) 

1,321 
........................ 

' 16, 187 ........... 

10,796 

(2,616) 

(394) 

I 

I 

I 
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ltC»ttSASSA Ullll TJ[S, IIIC. (RIV(RH~VEII ) 

ADJUSIH( IIIS 10 oPERATI NG SIAI£H£11T 
I[ST YEA~ (NQ£0 DECl R ) 1, 1990 

OPt.AIIAIION 

[. to i"'lude teort ltat ion of CIAC ~~p. as 
2 calcutat~ by c~ill ton. 

) 

4 r. To refte<t rtttot lon e•pens• assoctat~ 
S with I tatton o f CIAC on the ~rvln res~rve. 
6 
1 G. To r~f te<t rttratton ~Apense assoclat~ wt t h 
a CIAC not cotl«:ted fro. developer. 
9 

10 H. to r e flect rtt l &t lon assoc ia ted 
II with llddlt t~l connec t tons . 
12 
I) h(T ADJVSI,. liT 
14 

IS 
16 IAXU OIHER IHAII IIICO«. 
17 A. To tncl~ property toA per 1990 bills. 
18 
19 8. To tnch4i'd regulatory oues$111Cnt f~n 

20 a t c. .sx. 
21 
22 h(l ADJUSI,. li t 
2J 
24 
2S OPUAII!.C (\'EioU(S 
26 A. Tc: .ciJUSt rt>Vef'Ut'l to reflect r~ 

27 wh ich all a fatr rate of return. 
28 
'l9 
.SO IAX(S OIH(II THAll IIICOIC£ 
) I A. ro r~f le<t r egulat ory asaes~t f~ 
l2 relat ed t o c tss lon adJ~tNnt to re~a. 

:u 

SCHEDUlE 110. l · B 

PACE 2 of 2 
OOCKEI NO. 900967·SU 

ADJUSIM(NI S 
................. 

C21 , OSS) 

(1 ,401) 

( I , S06) 

C2,72S> .... ...... 
s 11.5911 

•r•••• ... 
s 10,192 

2.987 
.............. 

' ll, 17'9 

• an . .. 

2) ,646 

······· 
1, 064 

........... 
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