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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for a rate 
increase in Pasco county by 
UTILITIES INC. OF FLORIDA 

DOCKET NO. 910020-WS 
ORDER NO. 24962 
ISSUED: 8/ 2 2/91 

The following Commissioners participated in the disposition of 
this matter: 

THOMAS H. BEARD, Chairman 
J . TEAAV DEASON 

BETTY EASLEY 
MICHAEL McK. WILSON 

ORDER SUSPENPING PROPOSEP BATES ANP GRANTING INT~RIM BATES 

BACI<GROVNP 

Utilities, Inc. of Florida (Utilities Inc. or the utility) is 
a Class B utility providing water and wastewater service for 26 
systems in 6 counties in Central Florida . The Paradise Point West 
(PPW) water and wastewater system in Pasco County has been operated 
by Utilities, Inc . since October, 1990. The system serves a 
predominantly residential area. The minimum filing requirements 
(MFRs) i ndicate that in 1990 the utility was providing water and 
wastewater service to 715 customers at PPW with revenues of $64,311 
and $54,996 recorded for the respective water and wastewater 
s ystems. The corresponding net income amounts were ($32,649) and 
($5 , 9 35) . The ut ility's water and wastewater rates were last 
adjusted by Order No. 14158, issued on March 12, 1985, as a result 
of the 1984 price index adjustment. The utility has not pre~iously 
had a rate case before the Commission . 

By Order Ho. 24259, issued on March 20, 1991, the Commission 
approved the transfer of the PPW water and wastewater systems from 
PPW Water and Sewer, Inc. to Utilities, Inc. and ordered thal 
establishing a rate base and determining the appropriateness of an 
acquisition adjustment would be determined i n this rate case . 

On Decem~ber 17, 1990, Utilities , Inc. initiated a limited 
proceeding tt:> request a wastewater rate increase and recover 
operating cc,st increases resulting from a Department of 
Environmental Regulation ordered interconnection with Pasco County. 
By Order No. 24277, issued on March 25, 1991, the Commission 
approved a te1nporary wastewater rate increase subject to refund to 
compensate the utility for increased opera tional costs incurred as 
a result of having Pasco County handle wastewater treatment and 
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disposal. The utilit y was granted a wastewater revenue increase of 
$195,561 (355.6 percent). Final determination of the 
interconnection costs and any possible refunds arising from the 
limited proceeding will be addressed in this rate case. 

On April 19, 1991, Utilities, Inc. filed an application for 
i ncreased water and wastewater rates. The MFRs were deficie nt, and 
the utility submitted a revised application on June 6, 1991 . The 
i nformation in the revised a pplication satisfied the HFRs and the 
o fficial filing date was established as June 6, 1991. Tbe 
dpplication for increased rates is based on the projected twelve 
month test year ended April 30, 1991. The last day to suspend the 
proposed rates is August 5, 1991, but the utility agreed to a one 
day waiver of the sixty d y requirement. 

The utility has requested interim water rates designed to 
generate annual revenues of $157,337. These revenues exceed test 

I 

year revenues by $93,026 (144.6 percent) . The utility has not 
requested a wastewater interim rate increase since those rates were I 
increased i n the limited proceeding. The utility requested annual 
revenue requirements of $185,258 for water service and $454,384 for 
~astewater service . These requested revenues exceed the test year 
revenues by $120,947 ( 188 percent) for water and $399,414 (726 
pe rcent) for was tewater. 

SUSPENSION 

Section 367.081(6), Florida Statutes, provides that the r ae 
schedules proposed by the utility shall become effective within 
sixty (60) days after filing unless t .he Commission votes to 
withhold consent to implementation of the requested rates. 
Further, the above-referenced statute permits the proposed rates to 
go into effect, under bond, eight (8) months after filing unless 
f i nal action has been taken by the Commission. The sixty day 
pe riod ends on August 5 , 1991, but the utility has agreed to a one 
d a y waiver of the sixty day requirement for suspension of its 
proposed rates. 

We have reviewed the filing and have considered the proposed 
rates, the revenues thereby generated, and the information filed in 
support of the rate application . We find that it is reasonable and 
necessary to require further amplification and explanation of this 
data , as well as additional data. I n cons i deration of the above, 
we find it appropriate to suspend the proposed rate schedules. I 
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INTERIM RATES 

187 

Upon review of the information filed in the application, we 
find that, pursuant to Section 367.082, Florida Statutes , the 
utility has made a prima facie showing and thus it is appropriate, 
on an interim basis, to increase annual water revenues by $86 , 893, 
subject to refund with interest. In determining the interim 
revenue amount we have made several adjustments to the information 
filed which are discussed below . 

Rate Base 

The utility used end of year balances to calculated rate buse 
with a working capital allowance using the one-eighth of operation 
and maintenance expenses. Section 367.082(5) (b) (1) , Florida 
Statutes, states that "the achieved rate of return shall be 
calculated by applying appropriate adjustments consistent with 
those which were used in the most recent rate case of the Utility 

" The utility has never had a previous rate case. To be 
consistent with the Commission's practice, we havo adjusted rate 
base to reflect a beginning and end of year average and calculated 
rate base with a working capital allowance using the one-eighth 
operation and maintenance expenses formula approach. The 
difference between the average balances that we have determined to 
be appropriate and the end of year balances the utilit y provided 
requires adjustments to the Plant , Accumulated Depreciati on, and 
Amortization of CIAC accounts. The reductions to the respc-tive 
accounts are $16,829 (Plant), $15 , 603 (Accumulated Deprec iation) 
and $5,016 (Amortization of CIAC) for the water division . 

Based on the foregoing, we have determined that the 
appropriate average, interim rate base is $236 , 329 for the watet 
division. The calculation of these figures is shown on Schedule 
No . 1-A, and the adjust ments to these schedules are itemized on 
Schedule No. 1-B. 

Cost of Capital 

I n its application, the utility requested approval of a 9 . 62 
percent cost of capital for interim purposes. To calculate cost of 
capital we have used an average rather than a year-end capital 
structure , a nd have included investment tax credits (ITCs) and 
deferred i ncome taxes i n the capital structure. An average capital 
structure is consistent with our calculation of an average rate 
base amount. Concerning the ITCs and def rred taxus, the utility 
contends that these items preceded . the acquisition of the PPW 
utility systems , and should , therefore, be excluded in determining 

, 
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the cost of capital for this docket. Excluding investment tax 
credits and deferred income taxes implies that funds may be traced. 
We do not believe that funds may be traced. Therefore, investment 
tax credit s a nd deferred income taxes have been included in the 
interim revenue requirement . 

The utility 's requested return o n equity is 10.6 percent, 
which is consistent with the lower e nd of the range of 
reasonableness established i n Order No. 24246, issued March 18, 
1991. Using this return and the average capital structure, as 
discussed above, we find the appropriate overall cost of capital is 
8 . 32 percent for interim purposes. The schedule showing tt e 
calculation of the capital structure is attached as Schedule No. 2-
A. The adjus tments to t h is schedule are itemized on Schedule No. 
2 -B. 

Ne t Operating Income 

I 

The utility ' s proposed interim operating statement includes I 
adjustments to reflect added taxes other than income due to payment 
of the current 4.5 percent rate for regulatory assessment fees, 
which became effective o n July 1 , 1990. Since the interim rate 
determination must, by statute , be made ~pon a h istorical basis, 
this known change cannot be allowed in this interim proceeding. The 
test year f o r th i s proceeding is the twelve-month p e riod ended 
December 31, 1990. Thus, the increased tax rate was i n ef fect for 
one-half of the year . Accordingly, the interim r e venue requirement 
includes a blended, 3. 5 pe rcent provision for the regulatory 
assessment fee. Further , because rate base and the cost of capital 
are reduced, as discussed above, the provision for income taxes is 
also reduced. Our calculation net operating income is attached as 
Schedule No. 3-A, and our adjustments to this schedule are itemized 
on Schedule No. 3-B. 

Revenue Requirement 

Based upon recovery of actual operating expenses for the year 
ended December 31, 1990, and allowance for an 8 . 32 percent return 
on average rate base, we find that it is appropriate, o n an interim 
basis, t.o increase the utility • s annual revenue requirement by 
$86 , 893 (135 .11 percent) for water service. This results in annual 
revenues of $151,204 for the water div ision . 

Interim Rates 

The interim water rates are designe d to allow the utility the 
opportunity to generate additional revenues of $86,893 for the 

I 
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water system. We find these rates to be fair, just and reasonable. 
The existing rates and the approved interim rates are set forth 
below for comparison. 

WATER 

RESIPENTIAL AND GEN£RAL SERVICES 

Meter Size 
All Meter Sizes 
0-4 , 000 ga l. 

over 4,000 gal. 
(per 1 , 000 gal.) 

Security For Refund 

(Monthly) 
Utility 
Present 
Rates 

$ 5 . 36 

$ 0.53 

(Monthly) 
Utility 

Requested 
Interim 
Rates 

$ 13.11 

$ 1. 30 

(Monthly) 
Commission 

Approved 
Interim 
Bates 

$ 12.60 

$ 1. 25 

Pursuant to Section 367 . 082, Florida Statutes, thcl excess of 
interim rates over the previously authorized rates shall be 
collected under guarantee subject to refund with intc~est . 

Therefore, we hereby require the utility to provide a corporate 
undertaking, guaranteed by the parent company, Utilities, Inc. of 
Florida, in the amount of $48,000 as guarantee of any potential 
refund of water revenues collected under interim conditions. Also, 
pursuant to Rule 25-30.360(6), Florida Administrative Code, the 
utility shall provide a report by the 20th of each month indicating 
the monthly and total revenue collected subject to refund. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the 
proposed final rate schedules filed by Utilities Inc. of Florida 
are hereby suspended . It is further 

ORDERED that the request of Utilities, Inc. of Florida for an 
interim i ncrease in water rates is hereby approved to t he extent 
set forth in the body of this Order. It is further 

189 
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ORDERED that the increased water rates approved herein are 
subject to refund with interest pending the outcome of this 
proceeding. It is further 

ORDERED that lltilitics, Inc. of Florida shall submit , pursuant 
to Rule 25-30.360(6), Florida Administrative Code , a report by the 
20th day of each month indicating the monthly and total revenues 
collected subject to refund . It is further 

ORDERED that Utiliti~s, Inc. of Florida shall file revi~ed 

t~riff pages in accordance with the provisions of this Order , as 
well as a proposed notice to customers , in accordance with the 
provisions of this Order. It is further 

ORDERED that the interim water rates shall be effective for 
meter readings on or after 30 days from the stamped approval date 
on the revised tariff sheets. It is further 

I 

ORDERED that t he revised tariff s heets will be approved upon I 
commission Staff ' s verification that the tariff shee ts are 
consistent with the Commission's decision, the appropriate security 
has been filed to guarantee any potential refund, and the proposed 
c u stomer notice is adequate. 

By ORDER of the Florida Public Serv ice Commission, this 22 nd 
day of AUGUST _ , 1991 • 

STEVE TRIBBLE, D~rector 

Division of Records and Reporting 
(SE AL) 

CB 
lJy· ~~ C: !t:BUUOf Records 

I· 
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NOTICE OF FUBTHER PROCEEDINGS OR JUDICIAL REVIEW 

191 

The Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes , as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or j udicial review will be granted or result in the relief 
sought. 

Any party adversely affected by · t h is order , which is 
preliminary , procedural or i ntermediat e in nature, may request: 1) 
recons i deration within 10 days pursuant to Rule 25- 22 . 038 (2), 
Florida Administrative Code , if issued by a Prehearing Officer; 2) 
reconsideration within 15 days pursuant to Rule 25-22 . 060 , Florida 
Administrative Code, if issued by the Commission; or 3) judicial 
review by the Florida Supreme Court , i n the case of an e lectric, 
gas or telephone utility , or the First District Court of Appeal , in 
the case of a water or sewer utility. A motion for reconsiderat ion 
s hall be filed with the Director, Division of Records and 
Reporting, in the form prescribed by Rule 25-22.060 , Florida 
Administrative Code . Judicial review of a preliminary, procedural 
or intermed i ate ruling or order is available if review of the final 
action will not provide a n adequate remedy. Suc h review may be 
requested from the appropriate court, as described above, pursuant 
to Rule 9.100, Florida Rules of Appellate Procedure . 
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UllliTJ(S, IM: Of HDaiO.t. (P 
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