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"l'BSTD«>NY OJ' S'l'BVD C . GLDfH 
as DIIALI' or 

TD PODI'.r ~PD'l'Y OIOdUl8 ASSOCIAT ION , INC . 

Please state your name and address . 

My name is Steven c. Glenn and my home address is 319 

Scenic Point Lane , Orange Park, Florida 32067 , which is 

in the Point Condominiums ("Point " ) , and my business 

address is One Sun Life Executive Park, Wellesley 

Hills , Massachusetts, 02181 . 

Are you familiar with the area ("Requested Area" ) 

sought by Point Water & Sewer , Inc . ("PWS") , in its 

request for an original certificate to the Florida 

Public Service Commission ("Conunission" )? 

Yes . The Requested Area is approximately 4~ acres 

between U. S . 17 and the St. J ohns River , south of 

Doc tor ' s Inlet . The Requested Area includes the Point 

and Whitney's Marine ("Whitney"). The Point is a PUD 

of 34 townhouse units. At this time , only 19 units 

have been constructed. Whitney is a full service 

marine adjacent to the Townh<»>ttJHE~f~£~:DATE It 

if HAY-S~ 
fPSC~RECOROSIREPORTIHO 
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currently has approximately 75 wet slips and a limited 

amount of dry s t orage . Whi tney plans to i ncrease its 

wet slip and customer capaci t y by 50% i n the near 

future. I have been a reside nt of the Point since 

December 15, 1983, and I am a member of the homeowners 

association for the Point, known as the Point Property 

Owners Associat ion ("Association") . 

Do you hold any office with the Association? 

Yes . I am its President and have served i n this 

capac ity six of the th i rteen years I ha ve r esided at 

the Point . 

I s how you a document labeled sr.G-1. Can you identify 

it? 

Yes . It is the April 24, 1997 Staff Recommendation 

("SARC Staff Reconunendation" ) in the PWS Staff Assisted 

Ra te Case ("PWS SARC") . 

The Application for Cert ification has been filed on 

behalf of PWS . Is this the or i gi nal utility which 

provided water and wastewater s~rvice to t he requested 

a rea? 

That depe nds . 

Please explain . 

As the developer of t he Point , Jim Yonge ( "JE:Y") 

constructed the Point w~ter treatment plant ("WTP") and 

wastewater treatment plant ("WWTP") in order to build 
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1 townhouse units and sell them for a profit. Although 

2 the Commission has had jurisdiction over Clay County 

3 since 1967 , the utility is not certificated . As 

4 discussed in the SARC Staff Recommendation o rig.i.llally, 

5 the utility was jointly owned by six different 

6 corporations , NOH, Inc ., IGR, Inc. , NGF, Inc . , NLM, 

7 

8 

Inc. , CNK, Inc. , and QNK, Inc . 

shareholder in all of these 

JE'i was the primary 

corporations . These 

9 corporations were merged i nto IGR, Inc . ("IGRH ) . In a 

10 related party transaction , IGR entered into a security 

11 agreement in the amount of $100 , 000 for sale of t he 

12 utility to PWS . John Yonge and Patrick Carr are equal 

13 company owners of PWS . 

14 Additionally, as an attorney and developer, JEY stated 

15 in Section 3 , Article XIII of t he Amended and Restated 

16 Declaration of Covenants , Conditions , Restrictions and 

17 Provision for Party Wall of The Point. "The Declarant , 

18 its successors and assigns, shall operate the water and 

19 sewer system in accordance with appl icable laws , rules 

20 and regulations of all governmental bodies having 

21 jurisdiction thereof . " 

22 Furthermore , as an attorney and developer , JE'i / NOH 

23 entered into a sales contract in which he attempted to 

24 transfer his ownership interest in lhe WTP and WWTP to 

25 Tom Ryan of Envirosystems, JEY' s certified operator. 
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The sales price was $556.63. Tom Ryan refused to 

consummate the deal when he d iscovered that the dock 

ca rrying the sewer outfall line had not been properly 

permitted by the Department of Natural Resources. This 

1987 attempt to sell the water and wastewater plant was 

the reason that the Association agreed to the Amended 

Declaration mentioned on page 3 o f the SARC 

Recommendation . At Tom Ryan's request in 1988, the 

Association agreed to pay all invoices directly to the 

certified operator . Mr. Ryan requested this due to 

JEY' s long record of late payments. The Association ' s 

expenses averaged $750-$800 per month from 1988 through 

1995 . During the early 1990 ' s , the Yonge ' s "pretended" 

that the Association owned the water and wastewt' ter 

treatment 

operation . 

plants, and was responsible for its 

JEY told the U.S . Environmental Protection 

Agency ("EPAu) that the Association owned the plant s. 

In fact, he sent them a deed of transfer . His wife, 

Vanda , wrote to the Florida Department of Environmental 

Protection ("FDEP") claiming "the Association purchased 

the plant from JEY. To preclude future 

misinterpretation of the Association ' s role of paying 

the utility's expenses, the Association notified JEY i n 

a letter dated December 22, 1995, that it would no 

longer accept i nvoices for utility expenses. The 
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letter also stated that all correspondence should be 

directed to JEY and that the Association s hould be 

c harged monthly in accordance with the Amended 

Declaration . 

I show you a document labeled SCG-2 . Can you identify 

it? 

Yes. It is a letter and the proposed purchase and sale 

agreement offer ed to Mr. Ryan . Please note t ha t t he 

purchase price is $556 . 63 , as shown on the letter . 

I show you a document labeled SCG-3 . Can you identify 

it? 

Yes. It is the note from Vanda Yonge to the FDEP which 

I just mentioned. 

You mentioned two transfers of the utility facilities 

or majority organizat i onal control and a proposed 

transfer to the prev ious operator. Did the owners of 

the utility ever file for either an original 

certificate or approval from the Commission f or 

transfer of certificate, utility facilit1es, or 

majority organizational control? 

No. The six corporat ions did not f ile f or an original 

certificate nor did they seek Commission approval of 

t he transfer of majority organizational control to IGR . 

IGR did not file an application for the approval of the 

proposed transfer to Mr . Ryan . Although the 
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Association paid the invoices including the operator ' s 

invoices during its period of oversight , it did not own 

the system. Finally, when IGR allegedly t ransferred the 

system to PWS, no app l ications where fi led with the 

Florida Public Service Commission fo r either an 

original certificate or approval of t he transfer. 

Please describe t he relations hip between IGR and PWS? 

PWS is owned by John Yonge and Pat Carr . IGR is owned 

by Jim Yonge . J i m Yonge is the father of John Yonge 

and the father-in- law of Pat Carr . Pat Carr is married 

to Karen Carr , Jim Yonge ' s daughter. Karen Yonge Carr 

was the P~esident of NOH , I nc . , the permit hol der of 

the WTP and WWTP . 

Please describe the relationship between the utility 

and c ustomers of the utility? 

In 1993, the EPA assessed a $25 , 000 fine against the 

utility f or failure to comply with FDEP permit 

requirement to install a dechlorinator on the WWTP. 

JEY advised the EPA that the Association was 

responsible party because it was the operator of the 

utility . The Association contended t hat its only 

responsibility was to pay the expenses of the utility . 

In 1994, the EPA resci nded its fine aga i ns t the 

Association and sought action aga i nst JEY as owne r of 

the utility for performance of requirement and payment 
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1 of t he fi ne . I n 1995, JEY filed suit in court against 

2 t he Association claiming that t he Association was the 

3 respons ible part y f or the EPA fine . That case is still 

4 pending i n t he court . 

5 On March 1, 1995, JEY regained control of the facil ity 

6 opera tions and billing . Seven months later , on 

7 September 12, 1995, PWS became owner of the utility i n 

8 which James Yonge ' s son, John Yonge , is the president . 

9 Not long after ga ining ownership of the util it y, PWS' 

10 bil led t he Association $21 , 000 for services rende red 

11 between March and September 1995 , to be considered past 

12 due if not pa i d within 15 days . In response to the 

13 uti l i t y's bill , the Association requested proof o f PWS 

14 aut hor ity to collect for Mr . James Yonge and complete 

15 documentation supporting monthly rates o f $3,000 for 

16 water and was tewater . The Association, bel ievi ng t hat 

17 the utility' s new rate was excessive , refu sed to make 

18 payments . However , in acknowledgment that the utility 

19 was entitled to compensation f or services provi ded, t he 

20 Association established an esc r ow account and paid $750 

21 each month into the account . In an effort to resolve 

22 the disagreement be tween the t wo parties dnd prevent 

23 torminution of water and wastewater services , the 

24 Assoc iation contacted the FDEP and r equested 

25 assistance. The FOEP, upon discovery that t hi s utili ty 
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was subject to Commission ju r isdiction , notified t he 

Commission staff of the jur isdictional authori ty. The 

utility also was notified that since it was not 

authorized to charge rates , 

services to the Association 

it could not terminate 

for non-payment . The 

utility filed an a pplication for e xemption on July 21 , 

1996 . Since the utility' s plant capaci ty exceeded the 

minimum capacity for an exempt ut ility , PWS did not 

9 qualify for an exemption . The utility was then ordered 

10 to submit an application fo r an original certificate . 

11 On October 1 , 1996, the util ity filed a complaint 

12 against the Association i n Cir cuit Court , to recover 

13 amounts charged in accordance wi th the Amended 

14 Declaration for water and waste wa,ter services provided . 

15 The Association filed a mot ion for a tempora ry 

16 injunction on October 11 , 1996, and f iled its answer to 

17 the complaint on October 30 , 1996 . On Novembe r 8 , 

18 1996, the Court issued a temporary in junction in which 

19 the utility was ordered t o continue water and 

20 wastewater services to the Association and also ordered 

21 t he Association to pay to the utility $32 , 921 . 86 within 

22 30 days of t he order, for services rendered from March 

23 1995 through October 1996. On November 19, 1996, the 

2·~ Association filed a motion for clarification of , or 

25 amendment to, t he temporary i nj unction. On Pecernber 6 , 
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1996, an Agreed Order on the Association 's motion was 

issued . That Order directed the Association to pay 83% 

of actual costs to the utility for: a service 

technician; chemicals ; tests ; maintenance; taxes; 

regulatory expenses and necessary insurance premiums 

until further Order of the Court. These costs were to 

be paid by the Associat ion with i n twenty days of 

receipt of the invoice from the utility . In 

conjunction with the clarification, the Court reduced 

the $32 , 921.86 for unpaid costs from March 1995 through 

October 1996, to $23,770.03. Included i n the Order ,. 

the court stated, ' . .. Nothing herein shall be 

interpreted to infringe upon the jurisdiction of the 

Public Service Commission to set utility rates in this 

State. Furthermore, not hing herein shall be deemed an 

admission by either party as to: (a)the reasonableness 

of the charges, amounts or percentage set forth above ; 

(b) what items should be considered reasonable business 

expenses ; or (c) the rates that should be imposed by 

the PSC.' In accordance wi th the Court Order, the 

utility has apparently invoiced the cu~tomers for 83 % 

of expenses and the Association has remitted payment. 

However , on February 12, 1997, the Association 

transmitted to staff a facsimile of two invoices from 

t he utility in the amounts of $1, 510 . 60 for a FDEP 
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1 permit and $11,264.14 for an insurance policy with 

2 payment due 20 days after receipt. Upon notice of the 

3 invoice sent to the customers and discussions with the 

4 utility and the Associatio n , staff determined that the 

5 e xpedition of the SARC would be in the best interest of 

6 a l l pa r ties involved . Consequently, the c ustomer 

7 meeting was rescheduled from its original date, of May 

8 14, 1997 , to March 27 , 1997, and staff's recommendation 

9 filing date has been revised to reflect a May 6 , 1997 

10 agenda . Since the Circuit Court had before it issues 

11 wi t hin the Commission' s exclusive jurisdiction, the 

12 Commission filed , w ~ th the Circuit Court , a Petition 

13 for Leave to Intervene and Petition to Transfer t he 

14 Proceeding to the Florida Public Service Commission on 

15 February 28 , 1997. One day prior to the filing , 

16 counsel f or the Association filed with the Circuit 

17 Court , a Motion to Abate or Transfer the Proceeding to 

18 the Commission. The Court has scheduled a hearing on 

19 the petition to intervene and transfer for April 29 , 

20 1997, in Clay County . Additionally, attorney/PWS owner 

21 Pat Carr , made the following statement at the April, 

22 1996, the Association Annual meeting "Jim Yonge owns 

23 the plant, he can charge whatever the traffic will 

24 bear" . Due to JEY ' s overcharges from 1981-1987 

25 ($16, 000) and PWS' threats and lawsuits, the residents 
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of the Point do not trus t the Yonge ' s or their shell 

corporation s . 

Does t he Associat i on or the r esidents see PWS as a 

different entity f rom t he former owners . 

No . Since 1983 , we have dealt with Phil Yongc , Jim 

Yonge, Karen Yonge Carr , Margie Yonge , John Yonge , and 

Pat Carr. We have been faced with PDY , Inc ., NOH , 

Inc ., IGR, Inc., and now, PWS , Inc . I n our opinion , 

the owner s hip of the "children ' s u corporation is 

attributed t o t he father. In short , Jim Yonge is 

operating PWS t hrough his son and son-in-law . 

Does t he Association or the residents want PWS to be 

granted certification to serve the requested area? 

No . We have been informed of the following by the Clay 

County Utility Authority ("Authorityu) : (1) their lines 

are within 500 feet of our property line; (2) they are 

ready , willing and able to serve the residents of The 

Point, ( 3) their "Central Systemu is more efficient 

than a package plant , (4) the quality of their services 

is better than a 17 y~ar old package plant , and (5) the 

Clay County Comprehensive Plan requires all package 

plants to connect to the Central System, if the Central 

System is within 1/4 mile . Conversely, we have learned 

the following about NOH, IGR, and PWS : ( 1) the rates 

for service will be well over $140 per month per 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

12 

unit , (2) the effluent from this 17 year old package 

plant will be discharged within 250 feet from the 

shore , and (3) the owners of PWS will use heavy-handed 

tactics to collect their rates. Obviously , the 

residents of the Point want the Authority to provide 

our water and wastewater service . 

What does the Association want the Commission to do in 

the docket? 

The Association and its members (except , presumably, 

the Carrs and the Yonge's) want the Commission to deny 

PWS's application for certification and to order PWS to 

connect to the Authority's system. 

Are there any complaints about the quality of service 

from PWS? 

Yes. The primary complaints are of two general types: 

(1) the water has a "badu smell early in the morn ing ; 

and (2) there is frequently too much chlorine in the 

water . This appears to cause excess bleaching of 

clothing and dry, irritated skin after showering. Also, 

the WWTP is less than 30 feet from the kitchen window 

of Frank and Sharon Kasper, t wo Point residents . They 

have frequently complained about the excessive noise , 

stench, and unsightliness of the WWTP. Furthermore, 

the WWTP is discharging its effluent directly into the 
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swimming area f o r the Point's residents , i nc l uding 

children. 

Have you investigated whet her the Point Water Plant can 

provide fireflow service t o the requested a r ea? 

I have investiga ted the plant ' s ability t o provide 

fireflow services . First , t here are no fire hydrants i n 

the Requested Area . SPcond, I have spoke n with Ted 

Davis , an engineer with the Florida Public Service 

Commission and was advised that the Point wat~r system 

can not provide fire protection a l though it is a county 

requirement . Thi rd, I have spoken with the County Fire 

Marshall ' s Office and was told that the system can not 

provide fireflow protection in violation of county 

requirements . 

PWS has alleged that it has the financial abili ty to 

provide water and wastewater service in the Requested 

Area . Do you agr ee with that? 

No . Looking at the SARC Staff Recommendation , it 

indicates that PWS has a note payable in the amount of 

$100 , 000 whereas its plant investment is only the cost 

of a prorated meter (which has not been invested yet) 

and working capital . In addition, as of May 1, 1997 , 

Pat Carr had been repeatedly delinquent in his payments 

of homeowner' s assessment fe~s to the Association. I 

have also reviewed Mar '. J. Easterling' s testimony and 
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I ayree with Mr . 

Easterling's testimony -PWS does not have the financial 

ability to provide water and wast ewater service in the 

Requested Area . 

Is it in t he public interest for the Commission to 

grant the certification to PWS? 

No. For the above stated reasons ~nd others , it is not 

in the public interest !or t he Commission to grant a 

certificat e to PWS. As set forth in Chapter 94-491, 

Laws of Florida, Section 1, states as follows: "It !s 

declared as a matter of legislative determination that 

the extensive growth of population and attendant 

commerce throughout Clay County has given rise to 

public health and water supply concerns, in that ma~y 

of the unincorporated areas of Clay County are not 

served by water and sewer facilities normally and 

generally provided and maintained by governmerata l 

agencies and i nstead are served by private wells and 

privately owned package sewage treatment plants or 

septic tanks. The proliferation of such package and 

sewage treatment plants and use of septic tanks poses 

a significant risk of contamination of wa tor supply 

sources for both incorporated and un1ncorporated areas 

of Clay County. It is the intent of the Legislature to 

create an independent special authority in Clay County 
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DOCKET NO. 961434-WS 
DATE: April 24, 1997 

CASE BACltGROOND 

Point Water and Sewer, Inc. (PWS or utility) is a Class "C" ut~lity providing service in Clay County to two general service water and wastewater c:w~tomers (a marina and a town home community known as the Point Property OWners Association (PPOA) , which consists of 19 units) . · Although the Public Service Commission (PSC) baa had jurisdiction over Clay County since 1967, and the utility has been in existence since 1980, the utility is not certificated. Originally, the utility was jointly owned by aix different corporationa, NOH, Inc., IGR, Inc., NGF, Inc., NLH, Inc., CNK, Inc., and QNJC, Inc. James E. Yonge was the primary shareholder in all of these corporations. These corporations were merged into Ia.R, Inc. On September 12, 1995, in a related party transaction, IGR, Inc. entered into a security agreement in the amount of $100, 000 for sale of the utility to PWS. John Yonge and Patrick carr are equal company owners of PWS. Staff was made aware of the utility's existence in December of 1995, by the Department of Environmental Protection (DEP). 

On November 4, 1996, PWS submitted an application for an original water and wastewater certificate, in Docket No. 961321-WS. Th~ PPOA filed a timely objection to the utility's certificate application, and consequently, the docket is scheduled to go to hearing in August, 1997. 

On February 14, 1997, PWS filed for a staff-assisted rate case (SARC) and requested emergency rate relief but later withdrew the request for emergency rates. On January 24, 1997, staff held a meeting with the customers to explain what occurs in a certification docket versus a SARC docket. During the meeting, the customers discussed their concerns about the current owner being certificated as well as the possibility of interconnection with the county; staff will address these issues in the certification docket. The SARC issues discussed consisted of the disparity between test year and historical operating expenses, administrative hours needed, test year capitalized expenses previously paid by the customers and ERC allocations to the marina. These concerns have been addressed in the appropriate issues . The cust.ome::s also detailed the history of the utility, legal disputes between the ut.ility and the customers and their fears of rate exploitation by tne utility. 

A~ s~at.ed previously, t~e utility was jointly owned by seve=al corporations in which Mr. James Yonge was the primary shareholde:: . The utili:y was const.ruc:ed in 1980 to provide water and was:~wate :: se:-vice to the Point Town home Commun~-Y known as "The ?o!.!'ltH. Since its consc~ction, service has be~~ expanded to !ncluce or.e 
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DOC~T NO. 961434-WS 
DATE: April 24, 1997 

oche:- cus:ome:-, The Whitney Marina (the Marina), located next door to the plane. In early 1981, the PPOA and Mr. James Yonge ence:-ed into an agreement known aa the Qtclaration of Covenants, Conditions, Restric;iona and P:-oyisions tor Party Wall of the Point (Declaration) which stated: 

Section 2. The owner a of the reapecti ve Oni ts and the Association shall pay for such water and sewer service the going rates presently and hereafter charged for water and sewer services by private utility companies in Clay County, Florida. If 'any dispute arises as to the going rates, then the rates charged by ltingaley Service Company to ita residential t:Ustomers in Clay County, Florida, shall be uaed aa the going rate. 

From 1981 to 1987, Mr. James Yonge, aa primary shareholder, managed the plant, oversaw the operations and billed the PPOA and marina for monthly services. During that time, the utility applied for a DEP permit in which the utility waa required to install a dechlorinator. In late 1987, the PPOA, believing that they had been overcharged $16, 000 tor water and wastewater aervicea provided from 1981 th:ough 1987, filed a auit in court against Mr. James Yonge. On February 27, 1988, the PPOA and Mr. James Yonge entered into a settlement agreement by which Mr. James Yonge agreed to pay the PPOA $12,000 for all charges, aaaeaaments and late feea due and owing to the assoeiation. Alao included in the agreement was an amendment to the Declaration (herein referred to as t he Amended Declaration) which atated: 

Section 2. The OWners of the respective Units ~hrough and with the Association shall pay for such water and sewer service. The amount paid shall be the equivalent of all the operating, supply, maintenance, utility, testing, analysis, replacements, modifications and regulatory costs necessary for the proper and efficient ope:-ation of the water and sewer plants in compliance with all federal, state and local regulations. 
Along with ag::eeing to pay all operating expenses of the utility, the PPOA under took administrative control of plant ope:-acions by paying the utility's expenses di::ec:ly to the ve~do:: . Based on information from the PPOA, monthly expenses tor plant operaticns at chat time averaged $750. In 19,3, the Env!::onmenca: P:-ocection Ace~~J (£?A) assessed a S25,000 fin~ against t he utilitv fo:: failu:-e-co c~mply with a DE? permit ::equirement to i~s:all a dec~lo:-:na:or on :~e wastewate:: t::eatmer: plan: (WW!P) . M:-. James Yonge acivi.sed the E?A chat the PPOA was the ::espor.s:.h:e t:~a:::y bec~~se i: was :~e cpe::acor of the utility. The PPOA ccr.te~cec :~a: 

- 3 -



DOCKET NO. 961434-WS 
DATE: April 24, 1997 

its only respon.ibility was to pay the expenses of the utility. In 
1994, the EPA rescinded its fine against the PPOA and sought action 
against Mr. James Yo~• as owner of the utility for performance of 
the requirement and payment of the fine. In 1995, Mr. Jamet Yonge 
filed suit in court against the PPOA claiming that the PPOA was the 
responsible party for the SPA fine. That case is still pending in 
court. To preclude future misinterpretation of the PPOA' s role of 
paying the utility's expenses, the PPOA notified Mr. James Yonge in 
a letter dated December 22, 1995, that it would no longer accept 
invoices for utility expenses. The letter also atated that all 
correspondence abould be directed to Mr. James Yonge and that the 
PPOA should be charged monthly in accordance with the Amended 
Declaration. 

On March 1, 1995, James Yonge regained control of the facility 
operations and billing. seven months later, on September 12, 1995, 
PWS became owner of the utility in which Jam•• Yonge's son, John 
Yonge, is the preaident. Not long after gaining ownership of the 
utility, PWS' billed the PPOA $21,000 for services rendered between 
.March and September 1995, to be considered paat due if not paid 
within 15 days. In reaponae to the utility' • bill, the PPOA 
requested proof of PWS authority to collect :for Mr. Jamea Yonge and 
complete documentation .upporting monthly rat•• of $3,000 for -water 
and wastewater. The PPOA, believing that the utility'• new rate 
was excessive, refuaed to make payment•. However, in 
acknowledgment that the utility waa entitled to compenaation for 
services provided, the PPOA eatabliahed an escrow account and paid 
$750 each month into the account. In an effort to reaolve the 
d i sagreement between the two partie• and prevent t 'ermination of 
water and wastewater servicea, the PPOA contacted the DEP and 
requested assistance. The DEP, upon discovery that thia utility 
was aubject to PSC juriadiction, notified PSC •taff of the 
situation. Staff contacted the utility and advised it of PSC 
jurisdictional authority. The utility also was notified that since 
it was not authorized to charge r ates, it could not terminate 
services to the PPOA for non-p5yment . The utility f iled an 
application for exemption on July 21 , 1996. Since t he utility's 
plant capacity exceeded the minimum capacity for an exempt utili t y, 
PWS did not qualify for an exemption. The utility was then orde:-ed 
to submit an application for an original certificate. 

On October 1, 1996, the utility filed a complaint against the 
PPOA in Ci:-cuit Court, to recover amounts charged in accordL~ce 
wieh th• Amended Declaration for wate:- and wastewater services 
provldec . The PPOA tiled a motion for a tempot ary injunc:ion on 
Oc:obe:- 11, 1996, and filed ics answer to t he complaint on Occobe:-
30, 1996. On November 8, 1996, the Cc. .Jrt issued a tempo:-a:-y 
~nj unccion in which the utility was o:-de:-ed to concinue wa· e:- a~d 

- 4 -



DOCKET NO. 961434-WS 
DATE : April 24, 1997 

wastewat er services to the PPOA and al so ordered the PPOA t o pay to the ut i lity $32 , 921.86 within 30 days of the order , f or services rendered from March 1995 through October 1996. On November 19, 1996, the PPOA filed a motion for clarification o ( , or amendment to, the t emporary injunction . On December 6 , 1996, an Agreed Order on the PPOA' s motion was issued. That Order directed the PPOA to pay 83 % of actual costs to the utility for: a service technician; chemical s; testa; maintenance; taxes; regulatory expens es and necessary ~urance premiums until further order of the Courc. These coats were to be paid by the PPOA within twenty days of receipt of the invoice from the utility. In conjunction with the clarification, the Court reduced the $32 , 921.86 for unpaid coats from March 1995 through OCtober 1996, to $23,770. 03. Included i n the Order , the Court stated, 

... Nothing herein shall be interpreted to infringe upon the jurisdiction of the Public Service Commis sion to aet utility rates in this State. Furthermore, nothing herein shall be deemed an admission by either party as to: (a) the reasonableness of the charges, amounts or percentage set forth above; (b) what itema should be considered reasonable business e.xpen•es ; or (c) the rates that should be imposed by the PSC. 
In accordance with the Court Order, the utility bas invoiced the customers for 83t of expenses and the PPOA has remitted payment. However, on February 12, 1997, the PPOA transmi tted to staff a facsimile of two invoicea from t he utility in the amounts of $1,510 .60 for a DEP permit and $11, 264.14 for an insurance policy wi th payment due 20 days after recei pt. Opon notice of the invoice sent to the customers and discussions wi~h the utili ty and the PPOA, staff determined that the expedition of this SARC would be in the best interes t of all parties involved . Consequentl y, t he customer meeting was r escheduled f r om its original date, of May 14 , 1997 , to March 27, 1997, and staff's recommendation fi l ing date has been revised t o reflect a May 6, 1 997 , agenda. The r esul ts of t he customer meet i ng are discussed in Issue No. 1 . 

Since the Ci r cuit Court had before it issues withi.1 t he Commission 's exclusive jurisdiction, the Commission filed, wit~ the Circuit Court, a Pecicion for Leave to Intervene and Pecitior. co Transfer the Proceeding co the Florida Public Service Commission on Februa~ 28 , 1997 . One day prior co the f i!ing, counsel for t~e PPOA f~led wich the Circui~ Court, a Motion to Abate or Trana:er the Proceeding t o the Commission. The Co\.!rt has ac~ed\.!led a hea=ing on t~e petit.!.on to int.er-tene and t: · -:s!e= for Apr:.!. 29, 1997, in Clay County . 
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Staff is recoanendi ng that the operating ratio method be used for calculating the revenue requirement for Point Water • Sewer. By Order Bo . PSC-96-0357-WO, ia.ued March 13, 1996, in Docket No. 950641-wtJ, the Com,.t ••ion i~aplemented the uae of the operating ratio methodology and utabliahed · threahold crl.teria for appl icability. 

Audit and engineering inve•tigation• have been performed t o determ.ine the appropriate component• nece•aary for aetting rates . Staff has aeleeted a hi•torical teat year ending December 31, 1996 . Due to the lack of recorda, the engineer perto%1Ded an Original Co•t Study (OCS). Tbi• utility baa not yet been certificat ed. Staff will discuas th.ia later in the recommendation. 
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OQALITY OF SSRVICE 

DIScuSSION OF ISSQES 

ISSQE l ; Is the quality of service provided by Point Water and Sewer, Inc. in Clay County satisfactory? 
BECOMMENOATION; Yes . The quality of service provided by Point Water and Sewer, Inc. should be con•idered satiafaetory. (DAVIS) SkAFf ANaLYSIS; A customer meeting was held on the evening cf March 27, 1997. The ueility provides water and wastewater service to two (2 ) general se.rvice customers, a town home complex and a marina. It is calculated that there are 29 ERCs connected to the water syscem and 21 ERC. connected to the wa.tewater system. About nineteen (19) residents were in attendance at the customer meeting. The overall quality of service provided by the utility is derived from the evaluation of three separate components of the Water or Wastewater Utility Operations: (1) Quality of Utility's Product (water and wastewater compliance with regulatory standards) , (2) Operational Conditions of Utility's Plant or Facilities, and (3) cuaeomer Satisfaction with the drinking water and domestic wastewater. 

The product quality of the drinking water served is con.idered satisfactory. The utility is up-to-date with all chemical tests required by the Department of Environmental Protection (DEP). The results of those teat analysis were found to meet or exceed all standards for safe potable water . Accordingly, the quality of the drinking water provided by Point Water and Sewer is considered satisfactory. 

The produce quality of the Point 's was t r water aervices is also considered satisfactory. Because the wastewater plane discharges directly into the St. Johns River, it is monitored closely by the DEP through extended testing requirements. The wastewa ter utility is up-to-date with all chemical tests which are required by the DE? and the results of those analysis results were satisfactory. The DEP has found that the utility properly disinfect s the treated wastewater with suffic!e:lt retention time prior to the dtt chlorination equipment:. The wastewater effluent is properly dechlorinated and passes standards for aur~ace water discharge. At present, t~e DEP has no open citations or correc:ive orders pending a;ai~st t~e utility. 

Opera=ional conditions at both plant• are ac:eptable. Upon 
sta!! ' s pla~t vis!t, no excessive or foul oco=s were detec ced :=om 
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either plant . Each facility was operat ing according to its design, 
and equipment at both plants appears to be receiving normal 
maintenance. Plant-in-aervice operat ion• are in compliance with 
DEP regulatory atandarda. General houaekeeping needs some 
attention which waa diacuaaed with the owner of the utility. It 
was agreed that the treea next to the water plant would be trimmed, 
a layer of gravel would be spread around the wastewater plant , and 
attention would be given to weed control • general clean up. An 
allowance for grounds keeping has been included in the rate 
structure. 

This utility ia within the St. John'• River Water Management 
District (SJRWMD). Due to the size of the utility, neither the 
water nor waatewater .yatema are conaidered juriadictional under 
the SJRWMD rule•. Thia utility ia rot required to obtain a 
Consumptive Oae Permit (COP), nor doe• it qualify for conservation 
rates. 

CUstomer aatiafaction is affected by a poor relationahip 
between the reaidenta of the Point Town Home Community and the 
owner of the utility. The primary iaaueo of the cuatomer meeting 
were rate• and ownerahip of the utility. One quality of aervice 
issue raiaed waa over aewage backup• in the marina. Opon 
investigation, thia does not appear to be a frequent problem in 
which the laat occurrence waa over six (6) months ago. Numerous 
situatioll8 could be the cause of auch an incident, moat all of them 
related to either equipment failure or improper equipment 
adjustment. Since thia aituation has not occurred recently, ataff 
considered thia iaaue reaolved. 

During diacuasions over rates and e.xpenaes, Ms. Lorie 
Easterling aubmitted a letter representing the homeowner's 
collective concerns. In that letter Ms. Easterling questioned the 
cost of chlorine purchases, whether or not the utility was using 
too much chlorine, and odors from the water treatment plant. The 
water treatment process includes aeration to remove Hydrogen 
Sulfide and disinfection by liquid chlorine . During the process of 
aeration, as the sulfides are released from the water, odors are 
produced. Those odors are not toxic, are inherent, and normal to 
the process. Purchases of chlorine are also considered normal to 
the process. Each utility i s required to maintain a minimum of 0.2 
milligrams per liter (mg/1) of tree chlorine residual throughout 
th~ entire distribution system. While there is a required minimum 
le~el of disinfection , there is not a required ceiling. 
Concentrations of Hydrogen Sulfide may va=Y on a day t c day basis 
causing adequate disinfection on one day to be out of balance the 
next day. At any time t!'le utility may exceed the minimum 
requirement for chlorine levels. This is not a viola:ion and, in 

- 8 -



DOCKET NO. 96 1 434-WS DATE. April 24, 1997 

.: 

most cas es , is unavoidable. Chlorine purchases at the waatewate~ plant al so are considered normal. Historicall y, chlo~ine purchases were considerably less than what was recorded during the test yea~. also historically, the DEP files show citations for improper disinfection. After the operator changed the point of chlorination and increased the dosage rate, the utility satisfied the disinfection citations and continues to be in compliance . 
The utility is currently in compliance with the DEP standards and the general operating conditions of each plant, and the overall react ion of the c:u.tomers concerning quality of service was favorable. All thinga considered, the quality of aervice provided by Point Water and Sewer, Inc. is considered satiafactory. 
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USED AND O$EFQL 

ISSQE 2; What portions of water and wastewater plants-in-se~ice are used and useful? 

BECOMMERDAT1QN: The water treatment plant should be considered 57.6lt u•ed and uaetul. The water distribution system should be considered 80.95t uaed and uaeful with the exception of account number 334, which should be lOOt uaed and uaetul. The wastewater plant should be con.idered 81.33t uaed and uaeful with the exception of Account NUmber 3 63, which should be lOOt uaed and 
useful. The collection .yatem should be 80. 9St uaed and uaeful with the exception of Account Number 363, which should be lOOt uaed 
and uaetul. (Davia) 

STAFF MALIS IS: The water treatment plant is an open system operation designed to accommodate the entire town home complex at build-out. Only 19 units were actually constructed, sold and currently occupied and are estimated to be 17 ERCa. At some point 
in the hi•tory of the utility, •ervice was extended to the marina which i• calculated (by hi•torical flow record.) to be an 
additional 12 ERCa. CUstomer growth at this utility has been stagnant over the pa•t five year•. The capacity of the plant is rated by the DEP at . 028 Million Gallons per Day (MGD) . According to monthly operator's reports, the peak five day average was 16,130 gallons per day (gpd), occurring in June, 1996. By the approved 
formula, used as an indicator of useful plant, the water plant was found to be 57.6t used and useful. It is recommended that the water treatment plant be con•idered 57.6t uaed and useful. 

The existing water distribution mains were constructed t o accommodAte only 24 of the platted 34 lots in the service area . Twenty-one ERCs is considered to be the actual capacity of distribution system without the con•truction of additional mains . There are currently 19 town home units (estimated to be 17 ERCa) on t his distribution .ystem whi ch were constructed by the develope~ . The marina constructed its own distribution system that extends and connects to the utility at the plant site. Because this line is privately owned by the marina , it baa been exempted from the used and useful calculation. The approved formula method, used as an indicator of useful plant, was followed in calculating the used and useful percentage for the water dist~ibution system. By formula calculation, the water distribut:on system is dete~ned t o 
~e 80.9St used and u•eful. The exception to this per:entage o! use!ul plant would be Account Numb~r 334 (Meter ' Mete~ Installations ) . Meters a~e inst alled upon demand and ar e cons ide:-ed l OOt used and use!ul . It is :-ecommended that the 
cist~ibution system be conside~ed 80 . 9St used and u•etul w:~h t~e 
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exception of account number 334, which should be conside=ed lOOt used and Wleful. 

The capacity of the wastewater treatment plant i s 15, ooo gallons per day, operating in the extended aeration mode of treatment . The highest daily flows during the teat yea= occurred in June , 1996, and waa 12,200 gpd . There are two (2 ) customer connections, the town home complex which is estimated to be 17 ERCs, and the marina which is estimated to be 4 ERCa. The used and useful formula, used as an indicator, yiel~ a percentage of useful plant at 8l.33t. It is recommended that wastewater treatment plant accounts be considered 81.33t u.ed and uaetul. 
Roughly, the wastewater collection system is the same as the water distribution system. The configuration of the collection mains can acc()ll'lr!Qdate 24 units, eatimated to be 21 ERCa. While the platted mapa of the service area ahow 34 potential bomesites, only 19 uni ts were actually constructed which are estimated to be 17 ERCs. The marina constructed ita own main extension that forwards influent directly to the master lift station at the plant site. Because this line is privately owned by the marina, it baa been exempted from the used and uae!ul calculation. Customer growth over the last five years baa been stagnant. The approved formula method, used as an indicator of useful plant, was the basis for calculating the usefulness of the collection system. By f ormula, the wast ewater collection ayatem waa calculated to be 80.9St use and useful. It is recOCIIIDended that the collection system be considered 80 . 9St used and uaefu1. 
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ISSQE 3; Whac ia the appropriace average amounc of cest year race base for each ayscem? 

BECOMMEH'DATIOH: The appropriace average amounc of Ce3C year race base for Poinc Water ~Sewer ahould be $2,338 for wace: and $3,05 0 for wascewater . (KEMP, DAVIS ) 
STAFF Np\LXSIS: According to the auditor, PWS does noc have recorda supporting the coata as sociated with the conacruccion of this utility. A review of the 1983 tax return• for NOH, Inc . and IGR, Inc. did not reflect any plant, accumulated depreciaci on or land. Alao, an examination of the original town home a ales agreement indicated that the CU8tomera did not incur a hook-up or connection fee. Baaed on the foregoing information, ataff has concluded that water and waatewater plant through the end of the teat year is lOOt contributed. The engineer performed an Original Coat Study (OCS). Tbe appropriate component• of rata bale conaiat ,of utili ty plant in service, non-uaed and. uaeful plant, land, accumulated depreciation, CIAC, amortization of CIAC and working capital allowance . St aff baa uaed the amount• aet forth in the ocs •• a b&aia for theae rate baae componenta . Further adjuatmenta are necessary to reflect teat year balance a. A diacuaai on of each adjusted component f ollowa . 

Depreci&ble Plant in 8eryice: 

Water Treatment Facility - The exiating water treatment plant ia an open-ayatem plant that ace••••• raw ground water via a four inch (4•) arteaian well drilled to a depth of 600 feet with casing sec at 340 f eet. Thia ia a free flowing well that is aaaiated by a one (l} boraepower (bp} booater pump juac prior to the aeration chamber. The aeration chamber ia located on top of an Enviroporc type package plant. The package plant ia compartmentalized co include the above mentioned aeration unit mounted over a 6, 000 gallon ground atorage reaervoir, a 850 gallon hydropneumatic tank , and a high service pump room . There are t wo seven and one-half (7.5 ) hp high aervice pumps rated at 140 gpm each. These t wo high service pumps transfer treated wacer from the acorage chamber into the hydropneumatic tank for presaurization and di stribution vi a wacer mains . The on/ off pressure range of the high service pumps was sec co respond at 55/ 65 pr essure per square inch (psi ) wi th an ave~age plane pressure of 60 pai. Aeraced water is d!sinfec~ee witn liqui d chlorine, injected just prior to che hi~h se:vice pumps by a hypomechanical chemical pump. The utility ae:ves less tha~ 350 p~rsons and is noc requi:ed to have an acxilia:.-y powe:­generator !or emergency powe: outages . 
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-· ... 

Was tewater Treatment Facility -The existing wastewater plant is a 15, ooo gallon per day (gpd) steel Enviroport type package plant ope~ating in the extended aeration mode of treatment . The plant ' s effluent is dechlorinated upon discharge from the chlorine contact chamber and is relea .. d, directly into the St. Johns River v ia a six (6) inch PVC out fall line . The outfall line runs underground for about 50 linear feet to a seawall . From the seawall, it continues to travel an additional 250 feet, underneath a dock, where it fl~s into the St. Johns River. 
Water Distribution System - According to the information provided by the utility, the utility haa approximately 500 linear feet of four (4) inch PVC pipe, and 50 linear feet of two {2 ) inch PVC pipe. The network of water distribution maiM serving the customers of Point Utilities appear to be properly sized and engineered to mee~ pressure and supply demands. 

Coll ection System - According to the information provided by the utility, the collection 8)'8tem •erving the customers of Point Utilities consist• of two manbolea, 485 linear feet of eight (8) inch Vitrified Clay Pipe (VCP), and a maater lift atation at the plant site. The marina installed ita own connection to the master lift station. The network of wastewater collection mains aerving the customer• of Point Water ~ Sewer appear to be properly sized and engi neered to meet current flow and disposal demanda. 
The utility recorded teat year utility plant in service balances of $42,769 for water and $36,549 for wastewater . Utility plant in s ervice baa been decreased by $13,491 for water and increased by $42,835 for wastewater. The adjustments to the water plant included: 1) a decrease of $13,79~ to reflect utili ty plant in service per the ocs, 2)an increase of $600 for pro f orma plant to reflect the U.tallation of a 2• meter for the PPOA as recommended by the engineer, and 3) a decrease of $300 to reflect an averaging adjustment on pro forma plant. Staff tUde one adjustment of $42,835 to increase wastewater utility plant in service . Total utility plant in service is $29,278 for water ~!d $79,384 f or wastewater. 

l&n,sS: The water and wastewater systems are built on t hree par:e!s of land, Pa~cel A, Parcel B and Parcel C. 
Pa~cel A was originally owned by IGR, Inc. and includes one hal: of the wastewater t~eatment plant. On September 12, 1995, along with assigning all its rights, powe~s. dut i es anc :espons!bili:ies as successor, IGR, Inc. ~old Pa~cel A t o PWS. 
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The water plant located on Parcel B i s owned by the Point Property OWners Association (PPOA) . The deed for Parcel B includes an easement granti ng the use ot th~ land on whi ch the water plant s i ts for utility purpo•••· 

Parcel c is owned by Jamea Yonge and PDY, Inc. and includes one half of the wastewater treatment plant and the well for t he water plant. The marina ~ a 99 year lease agreement on Parcel c with the ownera. The marina granted an exclusive eaaement to James Yonge and PDY, Inc. t o allow the con•truction of a wa1t ewater treatm~nt plant, litt atation and all piping, plumbing and el ectrical service . In exchange tor the eaaement, the marina wa• allowed to tie into the water and wa•tewater ayatema without any fee or tap in charge. The marina waa responaible for all costa related to running the linea to the plant and waa obligated to pay the monthly charge• for •ervice• provided. on May 3, 1983, POY, Inc. quitclaimed ita intereat in thi• e.a•ement ·. to various corpora tiona which were aub•equently merged into IGR, Inc . On September 5, 1995, IGR, Inc. uaigned ita right• to the ea•ement to PWS. 

Although the utility doea not own all of the land on which the facilities are located, or have a 99 year lea•e~ ataff believes that the easement• aerve u sufficient proof of the utility'• right to continued uae of the land •• required by Rule 25-30.433 (10)1 Florida Adm.ini•trative COde. The utility recorded land balance• of $7,231 for water and $13 1451 for ~tewater. Since the utility does not own thi• land nor ha• it incurred a co•t to u•e the land, staff has made adjustment• of $71231 and $131 •s1 for water and wastewater respectively to remove the•e balance• from rate base. 
Ron-Used and Useful Plant : Non- U•ed and useful plant has a negative impact on rate ~e. In I••ue No. 2, the Staff engineer recommended that the uaed and uaef ul be considered 57. 61t for water treatment plant , 80.9St for water diltribution 1y1tem, 81 . 33t for wastewater treatment plant and 80.95% for wastewater collection system. Staff applied the non-used and useful percentages to calculate average non-used and uaeful pl&nt of $11 ,030 for water and $14,865 for wastewater. Non-used and useful accumulated depreciation is $6,763 for water and $11,340 for wastewater. Sta!f recommends a net average non-used and useful plant of $4, 267 for water and $3,525 for wastewater . 
Contributions in Aid of Qonst;uction (CIAC): CIAC has a nega:ive impact on rate base. The utility did not record CIAC for the tes: year. As stated earlier, the utility did not have any rec:=cs supporti:1g the costa aasoc!ated with t he construction of t!-l:s uc!licy. A review of the 1983 tax returns ! or NOH , Inc. a~c :sR , 
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Ir.c. did not reflect any plant, accumulated depreciation or land. T!'ie:-efore, in accordance with Rule 2~ -30.140 ( 8 ) , Flori da Administrative Code, staff has imputed CIAC on lOOt of all water and wastewater plant through the end of the test year. Staff made adjustments to increase CIAC by $28,978 for water and $79 ,384 for wastewater. Staff also made adj ustments to dec:-ease CIAC by $11,030 for water and $14,865 for wastewater t o reflect non-used and useful. The utility has not had any plant additions since 1980, for the water plant and none s i nce 1993 for the wastewater plant , therefore an averaging adjustment was not necessary. Staff recommends CIAC balances of $17, 948 for water and $64,519 fl'lr wastewater . 

lcgumnlatld pepzesiatiQD: Accumulated depreciation has a negative impact on rate base . The utility recorded an accumulated depreciation balance of $2, 917 each for water and wastewater . Consistent with Commission practice, accumulated depreciation was calculated u.i.ng the prescribed rates described in Rule 25-30.140, Florida Administrative Code . Staff increased water by $14,923 and wastewater by $59,976 to reflect test year ac~~lated depreciation amount. An incre .. e of $35 for water was made to reflect accumulated depreciation on pro forma plant. Staff also reduced accumulated depreciation by $625 and $2 ,256 f or water and wastewater respectively to reflect average balance. Staff recommends accumulated depreciation balances of a $17, 250 for water and $60,637 for wastewater. · 
Amortization of CIAC: The utility did not record anything for amor:ization of CIAC. Staff made adjustments of $17 , 840 for water and $62,893 for wastewater t o reflect amortization on the imputed CIAC. Amortizat ion of CIAC was decreased by $6,763 and $11,340 for water and wastewater respectively to reflect the non-used and useful amortization on CIAC. Also, averaging adjustments to decrease the balances by $625 for water and $2,256 for wastewate:­were made to reflect an average. Staff recommends amortization of CIAC balances of $10,452 for water and $49, 297 for wastewater. 

Working Capital Allowance : Consistept wi th Rule 25-30 .44 3, Florida Administrative Code, staff recommends that the one- eis;hth of operation and maintenance expense formula approach be used for calculating working capital allowance . Applying that formula , ~ta!! recommends a working capita l allowance of S2,0?3 for wate:­and S3 , 0SO for wastewacer (based on 0~ of $16 , 586 for wace~ and $24 , 400 fo:- wastewate:-). 
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Rate Base $ummary: Based on the aforementioned adjustments, the appropriate balance of Point Water ~ Sewer, Inc. test year rate base is $2,338 for water and $3,050 for wastewater. Rate base is shown on Schedule• Nos. 1 and lA and adjustments are shown on Schedule No. lB. 
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ISSQE 4: Should an acquisition adjua~ment be approved? 
BECOMMENDATION: No, an acquiaition adjuatment should not be included in the calculation of rate baae for thia utility. (KEMP ) stAfF AN&LXSIS: An acquiaition adjustment re.ulta when the purchase price differs from the book value (original coat le•• accumulated depreciation) of ataff'• calculated rate baae. The acquisition adjustment r esulting from the 1995 purchaae of the utility by PWS would be calculated aa followa: 

Purchaae Price (9/15/95) : $ 100 , 000 
Staff Calculated Water Rate Baae $ 2,338 
Staff Calculated Waatewater Rate Baae $ 3.050 

Acquiaition AdjWitmeDt $ ,.,61.2 
The utility did not have adequate reeorc18 tor staff to determine the coat• aaaoeiated with developing the syatema . Therefore, the engineer performed an Original Cost Study (OCS ). The OCS of the property when firat dedicated to public aervice waa used to calculate rate baae. 
In the absence of extraordinary circurnatances, it has been Commission policy that a purchaae of a utility aystem at a premium or discount ahall not affect the rate base calculation . The circumstances in thia case do not appear to be extraordinary. In addition, since the purchase waa a related party transaction, staff does not recommend that an acquisition adjustment be included in the calculation of rate base. 
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COSI OF CAPITAL 

ISSQE 5: What is the appropriate rate of return on equity ~d the appropriate overall rate ot return tor this utility? 
BECOMMFJmATIQN: The appropriate rate of return on equi ty is 11. sa~ with a range of 10.88t - 12.88t and the appropriate overall rate of return is 8 . 6St with a range of 8.6St - 8.66t. (KEMP) 
STAPP JHALXSIS: The utility' a capital structure conaiata of $100,000 of •long-term debt with an intereat rate of 9.Sot, ahort term debt of $34,352 with an intereat rate of 6.3lt, ahort term debt of $2, 3 70 with an intereat rate of 6 . 31 t and common equity of $500. Oaing the c:urrent leverage formula app,roved under Docket No . 960006-WS, Order No. PSC-96-0729-FOF-WS, iaaued May 31, 1996, the rate of return on common equity ia 11.88t with a range of 10.88t -12 . 88t. 

Applying the weighted average method to the total capital atructure yields an overall rate of return of 8. 6St with a range of 8.6St to 8.66t. Staff made pro rata adjuatmenta to reconcile the capital atructure downward to match the recommended rate baae. 
The utility's return on equity and overall rate of return are shown on Schedule No . 2. 
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NET OPERAtiNG IlfCOME 

ISSQE 6: What are the appropriate test year ope~ating revenues for each system? 

RECOMMENDATION: The appropriate teat year operating revenues should be $13,685 for water and $13,685 for wastewater. (KEMP) 
STAPP WLDIS: CUrrently, the utility is in the process of certification and aa of yet, does not have Cgmmiasion authorized rates. Staff selected a historical teat year ending December 31 , 1996. During the teat year the utility collttcted revenues of $27 , 730. This represents $300 a month from the marina and $23,770 from the PPOA, as ordered by the circuit court. The rev~nues are reflected on the utility's books aa $13,685 for water and $13,685 for was:ewater . Staff did not make an adjustment. 

Operating revenues are shown on Schedules No•. 3 through 3C. 
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ISSVE 7: What is the appropriate test year loss for each system? 

BECOMMENDATlOR: The appropriate test year l osses are $4,414 f or water $12,762 for wastewater. (KEMP) 

STAPP ANALYSIS: The test year revenue is $13,685 for water and $13,685 for wastewater. Corresponding test year operating expenses are $18,099 for water and $26,447 for wastewater for corresponding operating losses of $4,414 for water and $12,762 for wastewater. 
The test year operating losses are shown on Schedule Nos. 3 through 3-C. 
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ISSQE 8: Should the Commission approve the ope~ating rat io methodology &8 permitted in Rule 25-30.456, Florida Administrative Code , to be uaed for calculating the revenue requirements for PWS water and wastewater systems and if so, what is the appropriate margin? 

BECOMMENDATIQI: Yea, the Commission should approve the ope~ating ratio methodology for calculating the revenue requirement for the water and wastewater ~stems. The margin should be lOt of operating and mainten!lllce expenaes. (BETHEA, JCEMP) 
STAFF ANl\LXSIS: By Order No. PSC-96-0357-POP-WO, issued March 13, 1996 , in Docket No. 950641-WO, the Commission approved the use of the operating ratio methodology tor setting rates. The Order also established criteria to determine the uae of the operating ratio method and a guideline margin of lOt of operation and maintenance expenses. 

Staff believes there are many factors involved in deciding whether to implement an operating ratio CORM) . The following diacuasea the threshold criteria established in Order No. PSC-96-0357-FOF-SO, and how they apply to PWS: 
l) Whether utility'• operation and maintenance expenae exceed rate base. AI diacuaaed in Iaaue 3, the utility's test year plant in service is conaidered lOOt contributed. Thia reaulta in a rate base aubstantially lower than the level of operation and maintenance expenae. Staff adjusted teat year rate base for water is $2,338 and $3,050 for wastewater while corresponding operation and maintenance expenses are $16, 586 for water and $24, 400 for wastewater. Although the utility has received the benefit of the contributed plant, staff believes that the utility should be allowed a margin of revenues over expenses to protect it from unexpected expenditures and/or revenue shortfalls. 

Traditional regulation allows only break even revenues when the~e is no rate base. Setting break even rates will place a utility, or any business for that matter, in financial jeopardy as it provides no cash flow with which to cove:- potential revenue shortfalls , higher expense levels or futu~e investment requi:-ements. Revenue short!alls can result from such factors as lowe~ usage levels (repression) in response to higher rates , or from demographic or environmental changes . Expenses can also be volatile in any given year. Although sta!! attempts t o provi ce adequate expense levels in SARCs, exper1ence shows that it has been impcssib.e to antic:pate eve:y contingency and util : ties often !ail t o mee~ thei~ revenue requi:-ement af~er cc~pleeion of a case . 
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The ORM serves a dual purpose in attempting to compensate the utility owner for the risk of not being able to cover costs in any given year and to provide an internal source of funds to cover revenue shortfalls . Onder rate base regulation this •cushivn• of internal funds is provided through depreciation expense and the equity portion only of the rate of return. If there is no rate base there is no depreciation or rate of return . Staff believes that failure to provide a reasonable margin of revenues over expenses is not in the best interest of the ratepayers. Break even rates will ultimately result in service degradation from deferred maintenance or inability to replace plant, thereby, resulting in higher long term cost•. 

2) Whether the utility i1 expected t o blcome a Class B in the foreseeable future. According to Section 367 .0814 (7) , Florida Statutes, the alternative forma of regulation bein; con8idered in this case apply to Cla•• c utilitie• only. PMS i~ currently a Class c utility, the revenue requirements of $20,044 for water and $29,603 for wastewater are sub•tantially below the threshold level for Class B statu• ($150, 000 per ayatem) . In addition, the utility's customer gxowth baa been •tagnant over the past years and is not expected to ri•e. Thi• •ugge•t• that PWS will not become a Class B utility in the foreseeable future. 

O'l'HER FACTORS 

3) Quality of seryico and condition of plant. Aa mentioned in Issue No . 1, the quality of service p~ovided by PWS is con.sidered satisfactory. The utility i• up-to-date with all chemical tests required by the Department of Environmental Protection' (DEP) • Test analysis results of the water and wa•tewater .yatema are satisfactory. According to the analysis results, the quality of the water meets or exceeds all •tandarda for safe drin~ing water . In accordance with DEP records reviewed by staff, the water served by the utility is satisfactory. Becauae the wastewater plant discharges directly into the St. John• River, it is monitored closely by the DEP. The DEP has found that the quality of the wastewater effluent passes standards for surface water discharge. At present, the DEP has no op_,n citationa or corrective orders penC:ing against the utility. Opon staff's pl ant visit, no excessive or foul odors were det ected, and each fac i lity was operating according to its design. 

4 ) Wb~tbe; the utility is gevelcpe; owned . Although the current owner is not a developer, the previous owner, Mr. James Yonge , is. Due to the father-son relationship of the curr~nr. and prev:ous owners , sta!f considers the purc~se of the utility to be a re:a~ed party transaction. Although the service 4rea is not buil: cu: , 
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customer gro~h has been acagnanc over che lase 5 yea~s . Staff does not: believe a developer rel acionship , in icaelf, should disqualify a utilicy f~om the ORM . Alchough one could argue in chis case chat a developer relacionship exiscs, scaff believes the ocher factora justify use of che ORH. 
5) Wbether the utility gptrates treatment facilities or is simply a distribution and/or collection syst,em. PWS operaces wacer treatment and diacribucion ayacema and waatewacer creacment and colleccion ayacema. 

MARGIN PERCBRTAGB 

By Order No. PSC-96-0357-POP-WO, iaaued March 13, 1996, in Docket No. 950641-WO, the Commiasion determined that a margin of lOt shall be uaed unleaa unique circumatancea juatify the uae of a greater or leaaer margin. The Coamiaaion aetcled on che lOt margin due to lack of economic guidance on developing an operacing ratio method race of recurn. The Coalllli aaion believed chac ic would be a fucile and unwarranted exercise to try to establish a precise recurn applicable to all amall utilities. The in:rportanc question was not: what the recurn percentage should be, but what level of operating margin will allow the utility to provide aafe and reliable service and remain a viable entity. The answer to this question requires a great deal of judgement baaed upon t he particular circumatancea of the utility. 
Several factor• must be considered in determining a reasonable margin. First, the margin must provide autficient revenues for the ucility to cover ita intereat expense. Point Water ' Sewer's intereat expense is approximately $463 annually . Second, use of che ORH reata on the contencion that the principal risk to the utility reaidea in operating coat rather than in capital cosc associated with rate baae. Aa previously atated, break even races presencs great financial risk to the utility as cash flow will be insufficient: to cover any unexpecced variance in revenues or expenses. Therefore, the margin should adequately compensate t he utility owner for that risk. Third, the ORM should provide an adequace margin of revenues over expenses to procecc against pocent i al adverse variability of e icher . The return on rate base method would provide PWS no cash flow through deprec!.acion and only $202 for water and $264 for wascewater in ope:ac ing income. Decuc:ing ince:esr. expense f~om this tot.al leaves the u:!. lity without excess funds to c~ver revenue L~d eX?ense va:~ances . A ma:g!.n of 10\' of operar. i ng and ma!.ncer.ance expenses w!.ll p~ov!.ce PWS a modes: cash ! low of 51,639 for wat er a~d 52, 44 0 !:::: was:ewate:, o: Sl,457 anc S2,17u, respec:~ve!y, a!cer deduc::~g i~ce:esc ex~en•e. 
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In conclusion, Staff beli eves the above factorg show that the utility needs a higher margin of revenue• over operating expenses than the traditional return on rate bas'e method would allow. Therefore, in order to provide the utili ty adequate caah flow to provide aome aasurance of aafe and reliable service , Staf! recommends application of the operating ratio methodology at a margin of lOt of operation and maintenance expenses. 
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ISSQE 9: What are the appropriate amounts for operat i ng expense for each system? 

PRIMABY BEOOMMBRpATlQN: Oaing the •operating ratio method• , the appropriate amounts for operating expenaes for PWS should be $18 , 385 for water and $27 , 163 tor wastewater . (KEMP, DAVIS) 
ALTERm\TB BBC'CMIINDATIOH: Oaing the "rate baae method•, the appropriate amounta for operating e.xpeMea for PWS ahould be $18,317 for water and $27,061 for wastewater. (KEMP) 
PB+M&RX ST1PF AIILXIIS; · The utility recorded operating expenaes of $32,667 for water and $39 , 466 for wa•tewater. The component• of these expen•e• include operation and mainte~ance expen•e• , depreciation expenae (net of related non-uaed and uaeful depreciation on expen.e), amortization of ClAC (net of related non­used and u.eful CIAC on amortization) and taxe• other than income. 

The utility'• te•t year operating expense• have been traced t o invoices . Adjuatment• have been made to reflect unrecorded teat year expenses , recommended allowances for plant operati ona , and r emoval of unsupported and non-utility expen.ea . 
Operation ppd Mai,pt•nense Bmep•ea<o i M} : The u t ility char ged $29,183 to water 0 ~ M and $35,404 to wa•tewater 0 • M duri ng the test year. A IWIIIDArY of adjustment• that were made to the utility' • recorded expense• follow•: 

1)Salariea i Wagea - The util ity recorded teat year aalar i es and wages expense of $4,800 each f or water and waatewate~ The util ity provided a letter to support a part t ime officer and manager for 12 . 5 hour • per week. The ut i l i t y has costs i ncluded in contractual aervi ce s to aupport an operator , who also per forma t he majority of the repairs for the util ity , and an accountant . Staff beli eves 12.5 hours to be excessive and r ecommends 4 hours per week at $25 per hour f or a part time officer and manager. Adju.tmenta to reduce sala ries and wages by $3,210 each for water and wastewater to reflect an annual salary o f $2,600 f or e ach system. 
2 ) Emplovee Pensions i Benefita - The ut ility did not ~ecord any~hing for test year employee pensions and be~e!its . However, a request to include annual health ca~e inau~ance of $864 was aubmi cced . Conaiscent with t he r eccmmencation of 4 hours fo~ a part time employee, which conat~tutes l Ot of ho~~s worked by a full time employee, s t aff has made acjustme~:s co ~eflecc health ca~e cove~age on a pro rata basis. Sta!: made 
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an adjustment $43 each for water and wastewater to i nclude l Ot c f the annual costa for employee pensions and bene!i ts . 
3) Sludge Bemgyal - Utility recorded a aludge removal expense of $400 . Staff engi neer recommends that the utility have its sludge hauled twice a year. An adj ustment was made to inc rease this balance by $600 to reflect the engineer' a recommendation . Staff recommends sludge removal expense of $1 ,000. 

4) Chemicals - The utility recorded test year chemicals expenses of $599 for water and $2,740 for was tewa ter . No adjuatment waa made to water, however, s taff increased chemical• for waatewater by $61 to reflect annual ized expenses. Staff recommends water and waatewater chemicals expenae of $599 and $2,801 respectively. 
5 ) Contractual Seryicoa - The utility recorded contractual aervicea expenaea of $9,621 for water and $12,000 for wastewater during the teat year. Staff made the followi ng adjuatmenta in contractual services to: 
NATBR - c ) reflect an annual allowance of $583 for maintenance and r epaira , an increaae of $122; d ) reflect a 30' allocation of coats for the contract operator, a decreaae of $1,320; e) reflect legal fees incurred from diapute againat PPOA for nonpayment amortized over 5 years, a decrease of $3,226; and f ) refl ect annualized accounting fees, an increas e of $750. 

Also included in cont ractual 1ervices tor water i s an increase of $1, 131 to reflect annual DEP tes t i ng. As determined by the Staff engineer, the appropriat e annual amount f or DEP testing is $2,066 : 

Description 

Microbiological 
Primary I norganic• 
Secondary 
Asbestos 
Nitrate & Nitrite 
Volatile Organics 

Pesticides & PCB 
Radio nuclides 
Group I 
Group II 
unregulated Organics 

\ 

Preguency AnnUAl Cos t 
Monthly 
36 mos. 
36 mos. 
1/9yrs . 
12 mos. 
qtr'ly/lst yr/ 36 mos . 
subsequent / Annual 
36 mos. 

36 mos . 
36 mos . 
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Group I 
Group I I 
Group III 
Lead/ Copper 

Test Year 

qtr 'ly/lst yr/9yrs. 
36 mos . 
36 mos . 
bi annual 

$2 75 
$ so 
$ 83 
~ 

s 2.066 

. ... . . -. 

~ - a) reflect annual expense for grounds keeping ~ per the engineer, an increas e of $80; b ) remove unsupported expenses for repairs, a decrease of ,$1•01 c) r e flect annual allowance of $925 for maintenance and repair•, an i ncrease of $353; d ) reflect a 70t allocation of costs for the contract operator, an increa•e of $1, 320; e) reflect legal f ees incurred from diapute against PPOA for nonpayment amortized over 5 years, a decrease of $3,226 ; and f) refl eet annualized accounting fee•, an increase of $750 . 
Also i ncluded in ~~ntractual services for wastewater i s a decrease of $861 to reflect annual DEP testing . Aa determi.ned by the Staff engineer, the appropriate annual amount for DEP testing is $2 , 202 : 

Desc;ri pti on 

Fecal Coliform 
Bio-Oxygen Demand-inf luent Bio - Oxygen Demand- effluent Total Suspended Solids- i nf Tot a l Suspended Solids-eff Chemical Oxygen Oemand- inf Carbonaceous BOD (5 ) -eff Nitrate/Nitr ite 

Ammonia-ef fluent 
Sludge analysis 

Frequency 

monthly 
monthly 
monthly 
mont hly 
monthly 
monthly 
monthly 
quarterly 
quarterly 
yearly 
Test year Total 

Annual Cost 

$300 
240 
240 
132 
132 
264 
240 
240 
64 
~ s 2 .202 

Total adjust ments to decrease contr actual services were $2,543 and $1 , 724 for water and wastewate r r espectively . Staff recommends contractual services expense of $7,078 !cr water . Staff recommends $10,276 for wastewater. 
6 ) Rents Expense - The utility proposes to rent an of!ice !:r $300 oer month i~ an e!for: to adhere to Rule 25-30.1:0 c: 1 (b ) , -Florida Administr ative Code, which states t~at t~e utility must main:ain i:s record~ at the office or of!ic~s c: t~e u:ility within the state and shall kee? those records ope~ 
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for inspection during business hours by Commi ssion staff. As it stands, the utility only has two customers; staff does not see the prudence in the utility obtaining an office for the sole purpose of keeping ita records. The rules do not mandate that the utility have a specific office, the utility may keep i ts recorda available at ita accountant's or attorney's office. In some instances, utilities have maintained their records in their homes. The $300 rent expense proposed by t he utility included office space, phone, access to a copier and fac simile machines and use of a conference room. Staff believes the utility should be allowed an amount to cover phone, storage, and access to copier and facsimile machines . Therefore, staff baa recommended a monthly rent expense of $100 per month, $50 for water and $50 for wastewater. Staff finds this amount to be comparable to utilities of thi s size. Staff recommends annual rent expenae of $600 for water and $600 for wastewater. -
7) Tranaoortation gxpenae - The utility did not record anything for transportation expenses. The engineer recoarnends 100 miles per month as a reasonable travel allowance to be split so-so between water and wastewater. Staff made an adjustment to increase transportation expense by $186 for water and $186 for wastewater. 
8) Inaurapce Expent• - The utility did not record anything for inaurance expense . Because the utility discharges effluent into the St. Johns River, the risk of environme.ntal contamination is ever present . During the audit, the utility submitted an insurance bid with an annual premium· of $13,571 . The quote included coverage for general liability, proper t y damage, and environmental pollution. Since then, staff has directed the utility to obtain another quote . The utility was abl e to obtain a quote for general l i ability, property damage and pollution control coverage wi th an annual premium of $4, 606 for water and was tewater. Staff considers thi s to be a reasonable amount . Staff made an adj ustment t o i~crease water and wastewater by $2 , 303 each . 

9) Regul a t ory commi s sion Expense - The utility r ecorded tes: yea r regulatory commission expense of $4 ,020 each for the water and wastewater systems. These amounts reflec: SA.~C legal fees incurred during t he tes t year. St a!! mace adjustments to; a ) re~lect legal fees i ncur=ed dur ing t~e SARC and Ce~ification docket amortized over four years, a decrease S2,493 for water and S1 , 9SO for wastewater (Staf! notes tha: this being the utili t y's first time before t he Commiss:~~. as a prima~/ reason for t~e enormous legal fees. However. s : a:: 
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admonishes the u~ility on a going forward b1ai s to be prudent i n its uae of legal counsel when/if expecting to recover those costs in rates); b) reclassify application fee for certification amortized over four years, an increase of $188 each for water and wastewater; c) include the application fee for the SARC amortized over four years, an increase of $50 each for water and wastewater; and d) reflect accounting fees of $6,400 incurred during the SARC amortized over four years, an increase of $800 each tor water and waltewater. Staff recommends $2,565 of water and $3,109 of wast ewater Regulatory Commission Expen.e. 

10) Mi1cellaneous gxptp•• - The utility recorded $7,025 for water and $8,325 for wastewater miscellaneous expenses. Staff has made adjustments to: a) remove interest expenae, decreases of $6,275 each !or water and wastewater; b) reflect annual allowance of $250 each for miscellaneoua expenae•, inereaae of $250 for wat•r and wastewater1 c) reflect annualized bank charges, increases of $60 each for water and wastewater; d) reflect reclassification of application fees for certification, decreases of $750 each for water and wastewater; e) reflect DEP permit fee amortized over five years, a decrease of $800 for wastewater; f) include engineering fee related to the DEP permit amortized over five years, an increase of $3 7 0 1 and 9) Although it i• not necea•ary for a utility of this size to provide office hours on a daily baais, should an emergency arise, the customers must be able to contact a representative of the utility . Therefore, staff is recommending a monthly expense of $2 0 f or a pager or answering service, an incr~ase of $120 each for water and wastewater . Staff r eco!Mlends $430 for wate:­miscellaneoua expenses and $1,300 f or wa~tewater miscellaneous expenses. 

Operation and Mli nt enaoce gxpcnsea (O i M) su~: Total operation and maintenance was decrea.ed by $12 , 597 for \ ater and $11 , 004 f o:­wastewate:-. Although t he amounts recommended by sta f f exceed hi s tor ica l ope rati ng and mai ntenance expense, s taf f notes that the:-e we:-e a number of co1t s i ncurr ed durinc• t he test year t ha: the utili:y did not previously incur . Also, because the ut ility disc'"la:-ges into the St, Johns R!ver, DEP te.:t ing and t:-eatmenc requi:-ements have inc reased greatly. All expenses r ecommended by sca!f have been examined for reasonableness and prudencey. Sta!! r~commencs Ope:-at ion and Maintenance Expenses c ' $16,586 for water and $24,400 :or wascewa t er. Ope:-acion and Maintenance Expenses a:-e shown in Sc~edule Nos. l E and 3F. 
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Pepreciation B¥penee (Net of non-uted and utcful) ; The util i ty recorded $2, 500 each for water and wastewater in depreciation expense during the test year. Consistent with Commiss ion pract ice, Staff calculated test year depreciation expense using the prescribed rates described in Rule 25-30.14 0 , Florida Administrative Code. Staff made increasing adjustments t o depreciation ~e in the amount• of $1,285 for water and $2,012 for wa1tewater. Applying the prescribed depreciation rates to the appropriate u1ed and Uleful plant in aervice account balances , Staff decreaaed water by $410 and wastewater by $844. Also, an adjustment waa made to increase water by $35 to reflect depreciation on the pro forma meter•. Staff recommends net teat year depreciation expeDie of $770 for water and $3, 668 for wa•tewater. 

CIAC Alportiytigp '8!1111" O!tt gf PQO-uaed end UHful) :. The utility did not record any amortization expense. Applying the prescribed depreciation rate to the plant balance• in which CIAC was imputed, staff made adjUitmenta of $1,125 and $4,512 f or water and wastewater re~ctively. Staff al•o made an adju.tment to reduce amortization by $480 for water and $844 for was tewater to reflect non-uaed and Uleful on these account• . Staff recoanencll a negative amortizati on balance of $735 for water and $3,668 for wastewater. 

Taxes Other Than 1ncowc 11¥•• CTQTil: The utility r ecorded t est year TOTI of $984 for water and $1,562 for wastewater. Staff made an adjustment of $494 for water and $485 f or was t ewater to r efl ect annual payroll taxe1. 

Increase in Operating Reyepue1 and Expenses SUmmary: 
Ooerating Revonu•• - Revenue has been i ncreased by $6,3 59 for water and $15, 981 for wastewater to reflect the increase in r evenue r equi red to allow the ut ilit y t o r ecover its expenses and earn a mar gin r eturn on 0 • M. 

Iaxes Qther Than Income - TOTI has been increased by $286 for water and $716 for wastewater t o reflec t regulatory assessment fee at 
4.5\ on the r equired revenue incr ease. 

':'he applicac:ion of staff' • r ecommended adjustments to the utilit t's recorded operating expenses results in recommended 
ope=a~!ng expenses of $18,385 for water and $27 , 16~ fer wascewate= . 
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ALTERNATE STAPF AUALXSIS ; Should the Commission find •rate base method• appropriate, there would be two differences to the above analysis, the revenue requirement and the level of regulato::y assessment fees. Staff recommends that revenues be increased by $4,834 for water and $13,639 for waatewater to reflect the annual revenue required to cover the utility expenses and allow a recommended rate of return on investment . TOTI has been adjusted by $218 for water and $614 for wastewater to reflect regulatory assessment fee• of 4. st on the increased revenues. These 
adjustments allow the utility to cover ita expen~~• and allow a recommend rate of return on investment. The applic&::ion of a taft' a recommended adjustment• t o the utility' • teat : · ~ar operating expenaea reaulta in operating expenaea of $18 , 317 !or water and $27,061 for waatewater. 

Operating expenses are abown on Sched~l•• Noa. 3 through 3C. Adjuat~enta are shown on Schedule No . 3D . 
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REVENUE REQUIREMENT 

ISSQE 10: What is the appropri ate revenue requi rement f or each system? 

PB~X STIPP BIOQMMIRDATlQR: The appropriate revenue requi rements using the •operating ratio method~ for PWS, are $20 ,044 f or water and $29 , 603 for wastewater. (KEMP ) 

ALTERHATB STAPP ARALXSIS: The appropriate revenue r equi rement s using the •rate base method• for PWS, are $18 , 519 for water and $27, 324 for wastewater. (XEMP ) 

PRIMARY STAPP ABILJSIS; Baaed on the •operating ratio method~ of calculating the revenue requirement, PWS should be allowed an annual increase in revenues of $6,359 (46.47t) for water and $15 , 918 (116.32t) for wastewater. This wi ll allow ~he utility the opportunity to recove r ita expenses and earn a lOt margin on ita operating and maintenance expense. The calculati ons are aa follows: 

Adj us ted 0 & M expense 
Operating Margin 
Margin Ret urn on 0 & M 
Adjus t ed 0 & M expenses 
Depr eciat ion Expens e (Net) 
Amor tization Expense (Net ) Taxes Other Than Income Taxes Revenue Requirement 

Annual Revenue Increase Percentage Increase 

Water 

$16,586 
X . 1000 
$ 1 ,659 

16,586 
770 

(735 ) 
1.764 

S20 , 944 

$ 6,359 
46 . 47t 

Wa stewater 

$24,400 
X . 1000 
$ 2,440 

24,400 
3, 668 

(3, 668) 
2.763 

S29 , 693 

$15,918 
116 . 321 

ALTERNATE STAfF AHALXSIS: Based on the •rate base method~ of calculati ng the revenue requirement , PWS should be allowed an annual i ncrease in revenues of $4, 834 (3 5 . 32t) f or wa t e r and $13 ,639 (99 . 67t )wastewater . This will a llow the uti l i t y the opportuni ty t o recover its eX?enses and earn a 8 . 65t r eturn on i~s i nvestment . The calcula tions are as f ollows : 
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Adjusted Rate Base Rate of Return 
Retur~ on Investment _Adjusted Operation Expenses Depreciation Expen.e C~et) Amortization Expense (·, et) Taxes Other Than Incom• Taxes Revenue Requirement 

Annual Revenue Incre&8e Percentage Increase 

Water 

$ 2,338 
X .0865 
$ 202 
l6,58e 

770 
(735) 

1.§95 
Sl8 . 519 

$ 4,834 
35 . 321 

Waste...,a ter 

$ 3,050 
X .0865 
$ 264 

24,400 
3,§68 

(3,668) 
2.661 

S27. 061 

$13,639 
99 . §71 

The revenue requirements and reaul ting annua l increases are shown on Schedules Noa. 3 through 3C 
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RAIES AND CHARGES 
ISSQB 11: What is the appropriate rate structure and what are the recommended rates for this utility? 
PR!Ml\RY BECOMMIRfDATION: The recommended rates should be designed to produce revenues of $20,044 for water and $29,603 for wastewater. The approved rate• •hould be effective for • arvice rendered on or after the •tamped approval date on the tariff aheet pursuant to Rule 25-30.475(1 ) , Florida Administrative Code, provided the c:u.tomers have received notice. The rate• •hould not be implemented until proper notice has been received by the customers. The utility should provide proof of the date notice was given within 10 days after the date of the notice. (JCEMP, JOHNSON) AL'I'ERHA'l'B RICXII1PJglM'X<II: The recoane.nded rates shou+_g. be designed to produce revenues of $18,519 for water and $27,324 for wastewater. The approved rates should be effective for service rendered on or after the stamped approval date on the tariff sheet pursuant to Rule 25-30.475(1), Florida Administrative Code, provided the customers have received notice. The rates should not be implemented until proper notice bas been received by the customers. The utility should provide proof of the date notice was given within 10 days after the date of the notice. (KEMP) 

PRIMARY STAFF ABAJ.XSIS: As mentioned earlier, PWS does not currently hold a certificate of authorization from the Commission; however, a certification docket is currently pending before the Commission. Despite the lack of certification, staff believes that the Commission has the •tatutory authority to establish rates for this utility in the SARC docket . Section 367. 011.(2 ), Flori da Statutes, grants the Commission exclusive authority over each utility with respect to its authority, service, and rates. The statute does not specifically require that the utility, over whi ch the Commission has jurisdiction, be a certifi cated utility, it onl y requires that the utility be subject t o the Commi ssion ' s j ur i sdict ion. This utility has been subject t o t he Commission ' s jur i sdict ion since its i nception in 1980 . In addition, Sec:ion 367.081 , Fl ori da Statutes, grant s t he Commi ssion the author i ty t o f i x rates for uti l i ties wi t hin its exclusive juri sdict ion . Sta!f believes that these statutory provisi ona along with Sec: i on 367 .01l(3), Flor i da Statutes, whi ch specifically pe~its libe=al conJ t~uct ion of the s tatute in the Commis sion' s exe~cise of its pol ice power f or the prot ect ion of the publ ic hea_t h, s a!ety a~c we!!are , f orm a sound and suf!i c i ent statuto~ basis on whic~ t o base Commiss ion aut hority t o e s tablish f ! nal rates i n a SA.~C pr oceedi ng before a ce~:i!icace is i s sued . Staff notes however , t hat this would be the f i rst t i me , outside of a grandfather 
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........ ...... -......... _. __ . 

certification, where the Commission would be setting rates before a certificate was granted. 
As indicated in the case b&ckground, it is imperativ~ that races for PWS are established immediately. The utility and the PPOA a~e currently operating under a court order which mandates the PPOA to pay 83% of all utility invoices for operating and maintenance costs within 20 days of receipt. The marina is not subject to the cou~t order and pays the utility $300 per month for water and wastewater services. Staff is uneasy with the idea of allowing this payment process to continue for any length of time for several reasons. The 83% of operating and maintenance expenses mandated by the court does not consider that some coats such as tn.ur&nce and permits are amortized over the life of the expense nor does it provide incentive for the utility to be financially prudent when incurring these expenses. An example of staff's concern is an invoice for annual plant in.urance sent to the PPOA i:'l the amount of $11,264.14, due 20 days from receipt. In this example, the utility bad neglected to obtain bidJI from other insurance providers. Furthermore, the utility asked the PPOA to pay the invoice before it finalized the inaurance policy or made any premium payments. In essence, 83t of the bill was passed directly on to the PPOA for payment. In addition to the insurance invoice, the PPOA has paid over $6, ooo in invoices since the December, 1996 court order. Also, there is a risk that the utility will have collected more than it should by the time rates are established. Currently, there is no protection to the customers such as revenues held subject to refund, which protects customers if in fact the utility has collected excess revenues. on the ether hand, the 83% of o ~ M expenses paid by the PPOA and $300 a month paid by the marina does not ensure that the utility is earning enough to cover its monthly expenses. Furthermore, it is likely that the PPOA is paying more than its share of costs to the utility under the current allocation 83% of costs. The utility's current rates, as set out by the court order plus the $300 a month paid by the marina, exposes both the customers and the utility to unnecessary risk. 

As a regulating body, it is staff's duty to ensure that the customers receive quality service at a fair cost. Staff belie•res it almost impossible for a utility t o provide quality se:-vice without adequate funds to cover the day to day operating expenses. Tf! J s allowance is critical if the utility is to provide sa:e a.nc reliable se:vice. Should the expenses such as cescing, che~ica_s , 
or operatcr se:vices, to name a few, go unpaid, the ratepayers could be placed at risk. The ;>ending cer-;if!.cation docke: !.s sc~edul~d to go to hea:ing on August l, 1997, and to t~e age~ca con:er~nce for a Commission decision on November 18, 1997. r: c~e ut!.lity has to wait uncil af:er cer:lfication, it coulc not expe=~ 
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to receive compenaatory rates until aometime after Novembe:: 18, 1997. Requiring the uti lity to wait until the certification decision is final in order to eatablish a rate may hampe:: PWS ' ability to perform and maintain minimum levela of aervi ce . Staff believes that the setting of final ratea by the Commiaaion in this SARC proceeding ia the moat equitable solution and in t he best interests of all parties involved. 
· During the teat year, PWS provided aervice on a flat rate baaia t o 2 general aervice water and waatewater cuatomera (the marina and the PPOA). The utility currently baa a 2• meter for the marina , but not the PPOA. The engineer baa recommended that the utility install a 2• inch meter for the service extending to the PPOA. 
The coat for a meter baa bean included in rate baae; the engineer recommanda the utility be given 90 daya f rom the atamped date of the order to complete the installation of the meter. Consequently, Staff baa calculated rates in two Phases. Pbaae I consists of water and waatewatar flat rates for both customers. These rates will remain in effect until the utility baa inatalled the met er and baa filed new tariff abaete with the Commiaaion reflecting metered water rates and flat waatewater rates tor both customera. The marina baa 3 raatrooma and two ahowera, that are connected to the waatewater ~tam. Wbereaa waatawater metered rates usually are baaed on water consumption, ataff believes that this would not fairly represent waatewater treated for the marina. Due to these uncertainties, ataff calculated flat rates for the wastewater system. 

Staff has calculated rate• based on teat year expenses and es timated average consumption for water and ERC'a for waatewater. The flat ratea and metered ratea have been calculated to generate Staff's recommended revenue requirement . The utility's current rates and Staff'• preliminary rate• are aa follows. 

Flat P~t~ 

Mar ina 
PPOA 

OPEBATtNG RATIO METHOD 
MONTHLY GgNERAL $ERV1CE WAtER BATES 
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Fl a t Rate 

Mari na 
PPOA 

Metered Ratea 

Base Facility Charge Meter Siz,A 
S/ 8• X 3/ 4" 

3/ 4" 
1" 

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

Gallonage Cbarqc 
Pe~ l , Ooo gallon• (all metered connectional 

(PHASE I) 

(PJJASB XXl 

Staff's RecommendeC Rates 
$ 760 . 74 
s 909 . 04 

Staff'• Recommended Rates 

$ 63.31 
94.97 

158 . 29 
316.57 
506.52 

1,013.04 
1 , 582 . 87 
3,165.74 

$ 1.99 

MONTBLX GBNEJW, SEBVXCE WASTEWATER RATES 

Flat Rate 

Marina 
PPOA 

f !a; Ra;e 
Mar :. ~a 
PPOA 
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Ex:.sting ratea 

s 150 
$1 , 5 00 

S; a:: •s Re;cmmetide~ Ba:es s 6 16.73 
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In accordance with Rule 25-30 . 475 , Florida Administ:-&tive Code, the rates ahould be ef!ective for service xendered as of the stamped approval date on the tariff sheets, provided the customers have received notice. The tariff aheeta ahould be approved upon Staff's verification that the tariffa are consistent with the Commission's decision, that the cuatomer notice is adequate, and that any required aeeurity haa been provided. The utility should provide proof of the date notice was given within 10 daya after the date of the notice. 

If the effective date of the new ratea falla within a regular billing cycle, the initial billa at the new rate may be prorated . The old charge ahould be prorated baaed on the number of daya in the billing cycle before the effective date of the new rates. · The new charge may be prorated baaed on the number of days in the billing cycle on or after the effective date of the new rates. 
In no event ahould the ratea be effective for aervice rendered prior to the atamped approval date. 

ALTE:RNATS BTAFP AQLXBIS: During the teat year, PWS provided service on a flat rate baaia to 2 general aervice water and wastewater euatomera (the marin& and the PPOA) . The utility currently baa a meter for the marina, but not the PPOA. The engineer has recommended that the utility install a two inch meter for the service extending to the PPOA. 
The cost for a meter baa been included in rate base; the engineer recommends the ut i lity be given 90 daya from the atamped date of the order to complete the installation of the meter . Consequently, Staff haa calculated ratea in two Phases. Phase I consists of water and wastewater flat rates for both customers. These rates will remain in effect until the utility haa installed the meter and has filed new tariff sheets with the Commission reflecting metered water rates and flat wastewater ra t es for both customers. The marina has 3 reatrooma and two showers, that are connected to the wastewater system. Whereas wastewater metered rates usually are based on water consumption, staff believes that this would not fairly represent wastewater treated for the marina. Due t o these uncertainties , sta!f calculated flat r ates for the wastewater system. 

Sta:: has calculated ra:es based on test y~ar expenses and es~imated 3verage consumpticn !or water and ERC's for was~ewa te~ . The f l at :-a tes and metered :-aces have been calculated to gene:-a:e 
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. . . . . .. . . .. . 

Sta!:• s recommended revenue requirement . The ut i J ity• s cu:-rent rates and Staff ' s preliminary rates are as follows . 

RATE BASE METHOD 
MONTHLY G1NERAL SEBVICE WATER RAm 

Flat Rate 

Marina 
PPOA 

Flat Rate 

Marina 
PPOA 

Mete;;-od Rates 

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

3/ 4" 
1" 

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

Gal l?naoe C~a;oe 
Pe= 1,000 gallons 
(all me:e=~d connec:ions ) 

(PQSB I) 

(PRASE :t:tl 
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Existing Rates 

$ 
$ 

Staff's 

$ 
$ 

150 
1,500 

Recommended 

504.89 
832. 57 

Rates 

Staff's Recommended Rates 

$ 63.11 
94. 67 

157.78 
315 . 5 6 
504.89 

1,009 . 78 
1,577. 78 
3 ,155 .56 

s 1.62 
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--

MONDiLX Gt:;NERAL SQVIc:g WASTEWATER RAD5 

Fl a t Rat e 

Marina 
PPOA 

Flat Rate 
Marina 
PPOA 

Existi ng :ates 

$ 150 
$1 , 500 

Staff's Recommended Rates 
$ 569.26 
$1,707.77 

-In accordance with Rule 25-30.475, Florida Adminiatrative Code, the rates ahould be effective for service rendered as of the stamped approval date on the tariff aheets, provided the customers have received notice. The tariff aheeta ahould be approved upon Staff's verification that the tariffs are conaistent with the Commissi on'• deciaion, that the euatomer notice is adequate, and that any required aecurity haa been provided. The utility ahould provide proof of the date notice waa given within 10 days after the date of the notice. 

If the effective date of the new rates falls within a regular b illing cycle, the initial bills at the new rate may be prorated . The old charge ahould be prorated baaed on t he number of days in the bill ing cycle before the effective date of the new rates. The new charge may be prorated based on the number of days in the billing cycle on or after the effective date of the new rates . 
In no event ahould the rates be effecti ve for 8ervice rendered prior to the stamped approval date. 
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ISSQE 12: What is the appropriate amount by which rates should be reduced four years aft,er the eatabliahed effective date to reflect the removal of the amortized rate case expense as required by Section 367.0816, Florida Statutes? 
BECOMMENDATICJI: Revenues should be reduced by a total of $2, 685. 86 and $3,254.45 annually tor water and wastewater, respectively, to reflect the removal of rate c&8e expenae grossed-up for regulatory assessment fees which are being amortized over a four year period ~ The effect of the revenue reduction result• in rate deere•••• •• shown on Schedule Noa. 4 through 4C. The decreaae in ratea ahould become effective immediately following the expiration of the four year rate case expenae recovery period, purauant to Section 367 . 0816, Florida Statutes. The utility should be required to file revised tariffs and a proposed cuatomer notice setting forth the lower rates and the reason for the reduction no later than one month prior to the actual date of the requlred rate reduction. (~) . 

STAPP NALXSIS; Section 367.0816, Plorida Statutes, requi res that t he rates be r educed immediately following the expiration of the four year period by the amount of the rate case expense previously included in the rates. The reduction will reflect the removal of revenues associated with the amortization of rate case expenae and · the gross-up for regulatory aases.ment fees which is $2,685 . 86 for water and $3, 254.45 for wastewater annually. Th~ reduction in revenues will result in the rates recommended by Staff on Schedules Nos. 4 through 4C. 

The utility should be required to file reviaed tariff sheets no' later than one month prior to the actual date of the required rate reduction. The utility also should be required to file a proposed customer notice setting forth the lower rates and the reason for the reduction. 

If the utility files this reduction in conjunction with a price index or pass-through rate adjustment , separate data shall be filed for the price index and/or pass-through increase or decrease and t he reduction in the rates due to the amortized rate case expense . 
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OTHER ISSQES 

= 

ISSQE 13: Should the utility be required to reconcile its books and records to the Commiaaion Order as well as maintai n them in conformity with the 1984 NARUC Uniform System of Accounts (OSOA) ? RECOMMENDATION: Yea, the utility should be required to reconcile its books and records to the Commission Order as well as maintain them in conformity with the 1984 NARUC Uniform System of Accounts. (KEMP) 

STAPP NQLXSIS: During the test year, the utility's boou were not maintained in conformity with the USOA. Rule 25-: o .115 (1), Florida Administrative Code, requires jurisdictional utilities to maintain their books and recorda in conformity with NARUC OSOA . Staff has made an allowance, as discussed in Issue 9 under contractual services, for the utility t ,o pay its C.P.A. to reconcile its books and recorda as well as maintain them in conformity with the 1984 NAROC uniform System of Accounts. Allowing this expense for accounting service provides the utility with the expertise to convert and maintain its books and recorda in conformity with MAROC OSOA. Therefore, staff recommends that the utility be required to maintain ita boou and recorda in conformity with NARUC OSOA. 
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ISSQE 14: Should the :ecommended :ates be approved for the ut il ity on a temporary basis ~ the event of a timel y protest filec by a p~y other than the ~tility? 
BECOMMENDATIQN: Yes, the recommended rates should be approved for the utility on a temporary basia in the event of a timel y protes t filed by a pan ~· other than the utility . The util ity s hould be authorized to cc.iect the temporary ratea after Staff ' s approval of the security for potential refund, the propoaed customer notice, and the revi sed tariff aheeta. (KEMP) 

SD\FP ANl\LXSIS: Thia recOCIIDendation propoaes an increase in water and wastewater rate• . A timely protest might delay what may be a justified rate increaae reaulting in an unrecoverable loaa of revenue to the utility . Therefore, in the event of a timely protest filed by a party other than the utility, Staff recommends that the recommended ratea be approved as temporary rates. The r ecommended rates collected by the utility shall be aubject to the refund proviaiona diacuaaed below. 
The utility ahould be authorized to collect tbe temporary rates upon the Staff' a approval of the aecurity for potenti al refund and the proposed c:uatomer notice. The aeeurity abould be in t he form of a bond or letter of credit in the amount of $15 , 390 . Alternatively, the utility could .. tablisb an escrow agreement wi th an independent financial institution. 
If t he utility chooaes a bond as aecurit y, the bond should contai n wording to the effect that it will be terminated only under the f ollowing condit~ona: 
1) 

2) 

The Commisaion approves the rate i ncrease; or 
I f the Commissi on deniea the increase, the util ity s ha l l refund the amount collected t hat is attri butable to t he increase . 

If the ut ility chooses a letter of credit as security, it should conta i n t he fol l owing condi t ions: 
1 ) 

2 ) 

The l e tte r of credit is irrevocable for the pe=ioc it is i n e ffect . 

The l e tte r of crecit will be in e!fec: until !inal Commis sion order is r~nde=ed, ei ~her approving o= denying the rate incr ease. 
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r: security is provided through an escrow agreement, the !ollow~ng condit1ons should be part of the agreement : 
1) No refunds in the escrow account may be withdrawn by the utility without the express approval of the Commission. 
2 ) The escrow account shall be an interest bearing account. 
3 ) If a refund to the customers is requi red, all interest earned by the e1crow account ahall be distributed to the customers . 

4 ) If a refund to the cu.tomers is not required, the interest earned by the escrow account shall revert to the utility . 
5) All information on the escrow aceount shall. be available from the holder of the escrow account to ~. Co3ldssion Representative at all time•. -
6) The amount of r evenue aubject to refund shall be deposi ted in the escrow account within seven days of receipt . 
7) This escrow account is established by the direction of the Florida Public Service Commission for the purpoae(s) set forth in ita order requiring such account . Pursuant to Cosentino y. llson, 263 So . 2d 253 (Fla. 3d DCA 1972) , escrow accounes are not subject to garnishments . 
8) The Director of Recorda and Reporting must be a signatory to the escrow agreement . 
In no instance should the maintenance and adm.inistrati ve costs associated with the refund be borne by the cu•tomers. These costs are the responsibility of, and should be borne by, the utility . Irrespective of the form of security chosen by t he utility, an account of all monies received as result of the rate increase should be maintained by the utility. This account must specify by 

whom and on whose behalf such monies were paid. If a refund is ultimately required, it should be paid with interest calculated pursuant to Rule 25-30.360(4), Florida Administrative Code. 
The utility should maintain a record of the amount of t.!le bond and the amount of revenues that ~e subject to refund . In a~~~~~on, after the increased rates are in e!tect, the utility should f~le reports with the Division of Water and Wastewate= no late= than 20 days after each monthly bill!nq. These reports s~a!! ind~cac~ c~e amount of revenue collected under the inc=eased ra~es. 
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ISSQE 15: Should chis dockec be closed? 
RECOMMENDATION: No . Upon expirat.ion of t.he prot.est. period, i f no t.imely protest. ia received from a subat.ant.ially aftect.ed person, t.his docket. ahould remain open for an additional 90 days from the issuance dat.e of the Order to allow the utility time to complete pro forma inat.allation of the 2" meter recommended in Issue 3 . Aft.er the utility haa complied with the Order in all respeccs, and has submitted and has had approved reviaed tariff sheets reflect ing the Phase II ratea, tbia docket ahould be cloaed administrat.ively. However , if the utility faila to timely complete the aforementioned pro forma additions, Staff will prepare a follow·up recommendation . (JOHNSON) 

STAFF ANALXSXS: Aa diacuaaed in Iaaue 3, Staff haa recommended that t.he utility install a 2" meter for the PPOA general aervice cust.omer. Therefore, thia do< :et ahoul_d remain open tor an additional 90 daya from the iaaua· :e date of the Order to allow the utility time to complete the pro forma meter inat.allation recommended in Iaaue 3. After the utility haa complied with the Order in all reapecta, and haa aubmitted and haa had approved revised tariff aheeta reflecting the Phaae II ratea, thia docket should be cloaed adminiatratively . However, if the utility faila to timely complete the aforementioned pro forma addit.ions , Staff will prepare a follow-up recommendation. 
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- -- -- - -. POINT WATER&: SEWER, INC. 
SCHEDULE SO. · 1 TEST YEAR ENDING 12111196 
DOCKET NO. 961434-WS 

SCHEDULE OF WATER RATE BASE 

COMPONENT a.u..ANCE tiTA7P llALANCE PEa UTI.LMT ADJUSTMENTS PtltSTATF 
1. tJ'rD .. lT\" PLANT IN SER\1CE s 41.7Q s (l3,4t1) s 29.2~8 

:!.. LANDINON·DEPREClABL.E ASSETS 7..231 (7,.231) 
0 

4. NON·USED AND USEFUL PLANT 
0 (4..!17) (4,.261) 

5. ACQUISITION ADJUSTWENT 
0 

6. CONTRIBUTIONS IN AlD OF CONSTRUCTION 0 (17,148) (lT.HI) 

. i . ACCUNUI.ATED DEPRECIATION (2.-117) (1US3) (17,250) 
a. AMOR'IUATION OF ACQULSJT10N ADJUSTMENT 

0 0 
9. AMORTIZATION OFClAC 

0 10,45i lo.45J 
10. WO.R.KINO CAPITAL ALLOWANCE 

0 I.OTS 2.013 
WATER RATE BAS1: • 47,0U • (U.741) • z.ua I 

I . 

I 
l 

i 
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POINT WATER & SEWER, INC. 
SCHEDULE NO. • lA TEST YEAR E~"DING 12131/96 
DOCKET NO. 961434-WS 

SCHEDULE OF WASTEWATER RATE BASE 

COIIPOh"E.Vf J.\LA.NCE BTAJI'P BAUNCE PDtmlJTY ADJUSTHENTS PER STAFF 
1. t.1TilLIT\' PX..U.'T IN SERVICE $ 3f.~ I dW I 71,314 
2.. LANDINON·DEPREClABl.E ASSETS 13.451 OU51) 0 ... NON·USED AND USEFUL PLANr 

0 (3.525) (3,428) 
5. ACQutsmON ADJUSTNENT 

0 0 0 .. CONTRIBUTIONS IN AID OF CONSTRUcnON 0 (14,511) (IUlt) 
1. ACCUWI.ATED DEPRECATION 

(2.91'7) (57,720) (10,131) 
a. .utORTIZATION OF ACQUJSJTJON ADJUSTMENT 0 0 0 

' AMORTIZATION OF ClAC 
0..297 41.217 

10. WORJaNG CAPITAL ALLOWANCE 
0 3.050 s.oso 

WASTEWATER RATE BASE • 4'f,OU • (U.OU) ~ ~.060 1 

I 
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--POINT WAttR & SEWER. INC. - -- SCHEDULE NO . • lB -TEST YEAR ENDING 12131196 
DOCKET NO. 961434-WS 

ADJUSTMENTS TO RATE BASE 

EXPLANATION WATEB WASTEWATER .. 
A. UTII..l!I I!LANT I:ti SEI:YICE 

1. To reflect plaDt per the OriciDa1 eo.t Study (13,791) 42,836 2. To record pro forma plaDt • meter 600 3. To record averacmc acli\Litme.ut 011 pl'O form plant ~300~ s (13,491) s 42.836 B. L6.tm 
1. To remove land ,, 

0:~31) $ (13,<C61) c. :tiCN-l.lSED AND USEPUL PLAN'I' 
1. To reflect DOD·UMCIA Ullful on plant (11,030) {14.865) 2. To reflect DOD·ll8td A Ultful OD averare 

·~ accumulated depNCiation 6,763 11.340 $ (4.287) s (8,5~) 
0.~ 

1. To reflect 1~ of plaDt contributed (28,978) (19,3M) 2. To reflect ave. non·UNd 6 u.fW OD CIAC ll,OSO 14.866 s (11.948) s (64,519) 
E. ACCUMULATED :DEEBICIATIQM 

1. To concile tlw utility'a belenct to refleet the calculation of accumulated deprec:Wton u •t in Rule 25--30.1..0 (4) (b) (14.923) (59,976) 2. To reflect accumulated depreciation of pro forma plaDt (35) 3. To reflect averacm1 acij1wtmeut 625 2.256 s (14,383) $ (67,720) 
H. AMQBllZAllQ:ti QE CIAC 

1. To rtfltct amortization of CIAC imputed on plaDt 17,840 62.893 2. To reflect ave. non·u.ed 6 UMiul on amortlzed CIAC (6,763) (11,340) 3. To reflect averalinl adjUitment (625) (2,268) s !0.462 $ 49:29i 
I. WORKING CAEIIAL .AI.I~OWAHCE 

1. To reflect 118 of uat year 0 & M expense a $ 2.073 s 3.050 



. ~ . - - -
POlNTWATER & SEWERTINC. . - SCHEDULE NO.· 2 
TEST i"EAR ENDING 12/31196 

DOCKET NO. 961434-WS 
SCHEDULE OF CAPITAL STRUCTURE 

PEll STAIF BA.I.ANCE " OF WEIGHTED 
DESCRIPTION tn'tLlTt ADJtJ8TIO!NTS PDSTAPF TOTAL COST COST 

LO:\C Tt:JlN DDT s 100,000 $ (9&.0'75) s U21 '72-11'6 uo" 
··~ 

SHOitTTDW Dt:IT·ICil auu (33.003) 1.349 25.0,. 6.31" ua" SHOaT TEIW .DDT~ U'70 (2,211) IS L7"' 6.31" 0.11" t.Qun'Y 
800 (480) 20 0.31" l l.lh 0.04" J'li!7Difl) STOC:J\ 

0 0 0 0~ 0.~ 0.~ CUS1'0MEI DEPOSJTS 
0 0 0 0~ 

··~ 0.~ !ToTAL s UU!t • (Ul.IS4) • 5.311 100.~ I ... ,,., 
BANGE OF BUSQNAlU.~"E:S.(? LOW mGB 

RETUR.N ON .EQUITY 
lO.U. 12.1S" 

0 \'ERALL RATE OF RETUBN ua" ... ," 

- 49 -



. 
--~OINT WATER lcSEWER,1NC. 

. -
SCHEDULE SO. - S TEST YEAR ENDING 12131/H 
DOCKET NO. 961434-WS 

SCHEDULE OF WATER OPERATING INCOME 

STAFF 
TESTYE.U STAFF ADJUSTED REVENUE ~"'DE 

DESCRIPTIONS PD l11'llJTf ADJUS'l'11fEl\'TS TEST YEAR INCREASE REQUIRED ' . 

OPERATING REVE!>o"UES 

' 13.685 ' 0 13.686 s 6.359 s 20.0« 1 

OPERATING EXPENSES: 

OPERATION AND MAIN"J'ENANCE ' Jl,lSS (12.517) 16,586 0 18,5N DEPRECIATION {NET) uoo (1.7SO) 110 0 770 AMORTIZATION 
0 (731) (735) 0 (i35) TAXES OTHER THAN INCOME 114 414 1. 478 2M 1,764 INCOME TAXES 
0 0 0 0 0 TOTAL OPERATING EXPENSES • U.117 • QU!!) I 18,019 ' U! • 18,W 

OPERATING MARGIN $ Q!.HJ) • (1.111) 

' U59 

MARGIN" OF 0 & M -!§·04" ·i6,81" 10.~ 

OPERATING RATIO aa.il" 132.28" t l.i3" 

-so-



... 
- - -

-- - -- -POINT WATER 4: SEWER. INC. TEST YEAR ENDING 12111118 

SCHEDULE OF WATER OPERATING INCOME 

STAFF 
TES':' '::All STAFF ADJtJS'r..D DESC1UPTIONS PD l."TILITY ADJtJ~"TS TEST TEAll 

OPERATING REVENUES I 13.611 I 0 13.685 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE I 21,18S (12.58'7) 18,518 
DEPRECIATION (NET) uoo (1.780) 170 
AMORTIZATION 

0 (1U) (735) 
TAXES OTHER THAN INCOME ... 41U 1.478 
INCOME TAXES 

0 0 0 
TOTAL OPERATING EXPENSES • SJ.M7 • (14.5!!) • - 18.0H 

OPERATING INCOMEI(LOSS) • qt.!!l) • - (1,411) 

WATER RATE BASE • 47.0f! • - US! 

-RATE OF RETURN -40-11! -181.7!16 

- 31-

--
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• 

-

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

-

SCHEDULE NO. - :tA 
DOCKET NO. 961434-WS 

JlEVENUE llEVENlJE 
INCREASE REQUiltED 

4834 I 11.51t l 

0 1UN 

0 170 

0 (135) 

218 1.695 

0 0 

218 s 1U17 

$ m 

• 2.33! 

8.65" 
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. 
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-. POINT WATER A SEWER, INC. - -
SCHEDULE SO. - 3B 

TEST \"EAR ENDING 1%131198 
DOCKET NO. 961434-WS 

SCHEDULE OF WASTEWATER OPERATING INCOME 
. 

STAFF TEST TEAll STAFF ADJl1STED REVENUE REVE...\'"UE 
DESCRIPTIONS PEl trnLlTY A.O.JUS'I'J(Do'TS TESTYEA!l JNCilEASE JlEQtmlED 

OPERATING REVENUES I 1S.tl5 s 0 1S.W s 15.918 s I li.IOS 1 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE I sa.404 (11,004) 24.40C 0 2•.400 DEPRECJA'l'ION (NET) 2.500 1.181 3.661 0 ua AMOJmZA'MON 
0 (3.861) (S.M8) 0 (!.681) TAXES OTHER TBA.N INCOME l,NJ .as 2.047 718 2.763 INCOME TAXES 
0 0 0 0 0 TOTAL OPERATING EXPENSES ' 11.416 ' (13,019) I 26.4-47 • 718 • 27.183 

OPERATING MARGIN 

' (H. 'flU • npm • ;4-40 
MARGIN % OF 0 & M ·ZJ.'P -euw 10.00'6 

OPERATING RATIO 21Ut'K 19U~" 91.76% 

! 

- 5:! 



- - - -- ---
POI!\'T WATE.R A SEWER. INC. 

SCHEDULE NO. - ac TEST YEAR ENDING 1213V96 
DOCKET NO. 96U34-WS 

SCHEDULE OF WASTEWATER OPERATING INCOME 

STAJ7 
TESTn:AJl !rrAFF ADJUSTED Jl.EVENUE B.EVE.NUE DESCRIPTIONS PEa U'TILITY ADJUSTHENTS TESTYE.Ul INCREASE B.EQUIB.ED 

OPERATING REVE.'lUES s lS.W s 0 15.815 s 13.639 I t7.3u l 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE • sa..o. (11.004) 2.4,.00 0 14..00 DEPRECIATION (NET) 2.500 1.118 uu 0 a.Ma :.WORnZATION 
0 (3,MI) (5,811) 0 (3,168) 

TAXES OTHER THAN INCOME ua 415 2.047 114 Ull INCOME TAXES 
0 0 0 0 0 

TOTAL OPERATING EXPENSES • 11.416 • (11,019) • 26.447 • 614 • %7.011 

OPERATING INCOMEI(LOSS) • <!f.78U • 02,76%) • %84 

WASTEWATER RATE BASE • o4'7,0fl • ! .0!0 • S,OSO 

RATE OF RETl1RN 
-6-4.7"' ~l.a .• ~ 

8.65" 

-SJ-



. ·. 
• -, - . - .. 

-- - -- -POINT WATER & SEWER, INC. SCHEDULE NO. - aD (Sheet 1 ot 3) TEST YEAR ENDING 12131196 DOCKET NO. 96U34-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER . 

A OeEMr.IQN ~ MAIN"''P!NA,NC! EXPENSES 1. Salaries & Wapa -Empto,H 
L To reflect annual ealara.r7 Cor a part time employ" $ (3,210) $ (3.210) 

2. Employ" PeD.Iioaa & BeDdta 
L To re11ect annualistd health iD.Iurance on employee $ 43 $ 43 

3. Sludp Rtmcwal 
L To re11ect annual aludp removal~ . s 600 . 

4. CbemicalJ 
L To re1lect annual cbemicall uptDM 

$ 61 
5. Contractual Services 

L To re11ect annualezpeDM for poUDdtkMpiq per eqineer 0 80 b. To remove un;upported apeuea lor repair~ 
(140) c. To re1l.tct annual allowaDCt !cr maillunencw & repairs o! $583 !or water aDd $925 tor wuttwater 12.2 353 cL To re1leet proper aDocation ot CODt:raci operator c:o.t (1,320) 1.320 e. To re1lect totallepltea apia.lt PPOA for nonpayment amortized onr 5 1fUI 

(3.228) (3,226) !. To re11ect annualized accountiDJ !He 750 150 I · To reflect annual exptDMI tor DEP required teeti.Dc per en &inter 1,131 (861) s (2.5.43) s (1 .724) 
6. Rent Expen.ee 

a. To reOect annualized monthly rent exptn.ee ot $100 s (1.326) s (1 .326) 
i . Transportation E~ezue 

a. To reflect annual t:ran.aponation expeDH per encineer $ 188 s 186 

- 54 -
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POINT WATER & SEWER, INC. SCHEDULE NO. • 30 (Sheet 2 or 3) TEST YEAR ENDING 12181196 DOCKET NO. 96143'-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER 

8. ~ce ExpeDM 
L To reflect annual inaurance upeDM $ 2.303 $ 2.303 

9. Rq\tlatory Comm.i.ioD f:zpeDM 
L To re1lect lepl(Mt amortized over 4 yean (2.493) (1.950) b. To reflect rtelawftcetion of application C..a !or C.rti!cation 

amortized over 4 )'Uri 
188 188 c. To re1lect SARC application C.. amortbed over 4 yean 60 50 d. To include ICCINDti.q r ... related to the SARC 

amortized over 4 yean 
800 800 s (1,4&6) • (912) 

10 Mitcel1•neoua hpenaee 
a. To remove iDterut e•DM (6,276) (6,276) b. To reflect allowaDCa of $275 far m.i.ec. apeDMa ~ 260 c. To refiect annualised baDk c:ha:pa 60 60 d. To reflect rteJ.u.ifr appUcatioD tea !or Certi1ieation (760) (750) e. To re11ect DEP puaait applk:atiozl r.. amort:iaed over 5 yean (800) !. To re11ect enci.DHri.Dc !He !or DEP permit amortized ovar 6 yn.. 370 I · To r~neet a monthlye•DM lor a papr or emvpncy 

eervice. 
120 120 s (6,695) s q ,025) 

TOTAL 0 & M ADJUSTMENTS ~ p2.597j s (11 .004~ 

-5 5-



. -- ····· .. ......... __ --

·. -. -- -- -POINT WATER &: SEWER, INC. . 
SCHEDULE NO. - 3D (Sheet 3 or 3) TEST YEAR ENDING 12131196 DOCKET NO. 96143'-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER 

B. DEEJlECLAllON EXPENSE lNET\ 
1. To re1lect. tat yu..r depreciation upeue (1,285) 2,012 2. To re11ect. non-Uied A Ultful on deprtciation expenae (480) (844) 3. To re11ect. depreciation espeue on pro !orma metera 35 • (1,730) $ 1,168 

C. 6MQJlllZ.!.llQli ED'RNSJI! (CIAQ 
1 To reflect amortization apeue for CIAC (1,215) (4,512) 2 To reflect non·Uied A Ultful on amortiation of CIAC 480 &« 

$ ass~ $ ~~668~ D. :tAXES O'I'HEB THAN llitQ.m 
1. To rt!lect payroll tuta on partime employee 49-4 485 

$ .9-4 ' 485 
E. QEEMTINQ BEVE~S 

1. Primary Rec • to rt11ect revtnuein.c::rule ' 61359 $ 1§1918 
2. Alternative R.c • to l'lfltct revenue iDcreue $ .1834 $ 13,639 

F. TAXES QTREB THAN IHCQME 
1. Primary Rec • to reflect TOTI per l'tvtnue Nquirtment s 286 $ 716 
2. Alternative Rec . to reflect TOTI per l'tvenue requirement $ 218 $ 614 

. 

- s~ -
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---- -POINT WATER & SEWER, INC. 
SCHEDULE NO. - 3E 

TEST YEAR ENDING 12131196 
DOCKET NO. 961434-WS 

ANALYSIS OF WATER OPERATION AND MAINTENA..'!IIlCE EXPENSE 

TOTAL SUJIF TOTAL DESCJUPTION PDUTIIJT'r ADJUST. PER STAFF 

{601) SAl.AlUES AND WAGES· EMPLOYEES s 5,810 s (3,210) $ 2.600 (603) SALARIES AND WAGES • OFPICEBS 0 . . 
(604) EMPLOYEE PENSIONS AND BENEFITS 0 .a -43 (610) PURCHASED WAT!R " 

0 . (615) PURCHASED POWER 
0 

0 

-
{616) FUEL FOR POWER PRODUCTION ..... 

~ ' (618) CHEMICALS 
599 0 599 

' - ~ M (620) MATERIALS AND SUPPUES -,. 
182 0 182 

. 
{630) CONTRACTUAL SERVICES 8,687 (3,675) 5,012 
PEP REQUIRED TESTING 

934 1,132 2,066 (6-40) RENTS 
1,926 (1,326) 600 (660) TRANSPORTATION EXPENSE 0 186 186 (666) INSURANCE EXPENSE 

0 2.303 2,303 
(655) REGULATORY COMMISSION EXPENSE -4,020 (1.456) 2.565 (6i0) BAD DEBT EXPENSE 

(675) MlSCEI...I..A.'lEOUS EXPE:-JSES 7,025 (6,596) 430 UNCLASSIFIED DISBURSEMENTS 

·-- -
TOTAL 0 & M EXPENSES $ !9.183 $ (12,59i') s 16.586 ---. -

- Si -



POL~ WATER & SEWER, INC. TEST YEAR ENDING 12131196 

':" ... -· 
.. 

SCHEDULE NO. -SF 
DOCKET NO. 961434-WS 

·-

ANALYSIS OF WASTEWATER OPERATION AND MAINTENANCE EXPENSE 

DESCJUPTJON 

(701) SALARIES AND WAGES· EMPLOYEES ' 5,810 s 
.. . - ·- - -· • '"=!"'~ (103) SALARIES~ W.~~. q~CERS . ; .. : . . ,: .t,11:-~ • , •.•••••• 1 0 

(104) EMPLOYEE PENSIONS AND BENEFITS 0 

... , .. . 1... '! ·•··- .. , ......... (110) PURc;HASED SEWAGE 'l'Rl!!AMNi 
(111) SLUDGE REMOVAL EXPENSE 

(115) PURCHASED ?9~ --~-- :.··- :- ,._. ·- _ ... 
- ; •• .r:.: U-- - ... 0 

(116) FUEL FOR POWER PRODUCTION 

(118) CHEMICALS 

(120) MATERIALS AND SUPPUES 

(130) CONTRACTUAL SERVICES 
EP REQlnRED TESTING 

(7 40) RENTS 

(150) TRANSPORTATION EXPENSE 

{i65) INSURANCE EXPENSE 

(765) REGULATORY COMMISSION EXPENSES 

(iiO) BAD DEBT EXPENSE 

(175) MISCELLANEOUS E:O'E'!IlSES 

tiNCU.SSIFtED OISBURSEME:-.ITS 

.. 

$ 

2,740 

183 

8,937 
3,063 

1,926 

0 

0 

(,020 

8,325 

35.-&0-1 $ 

. 
,ErrAYP 

ADJUST. 

(3.210) • 

.. • I 

-.... -

600 

61 

0 

(863) 
(861) 

(1,326) 

186 

2.303 

(912) 

(7,025) 

TOTAL 
PER STAFF 

2.600 
.. 
0 

43 

1,000 

0 

2.801 

183 

8,074 
1,202 

600 

186 

2,303 

3,108 

1,300 

cu .ooo~) s __ .. ___ z_~-=~~~-
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RECOMMENDED RATE REDUCTION SCHEDULE 
POINTWATER&~INC. 
TEST YEAR ENDING 12131196 

MONTHLY WATER RATES 

SCHEDULE NO.-4 
DOCKET NO. 961484-WS 

CALCULATION OF BATE REDUCTION AMOUNT AFTER RECOVERY OF BATE CM£ EXPENSE AMORTIZATION PERIOD OF FOUR YEARS 

. •, 

. . -
I 

•· .•. 

BASE FACILITY CBAllGE: 
Meter Size: 

518"X314· 

RESIDENTIAL GALLONAGE CHARGE 
PER 1,000 GAlLONS 

.... 

. 

• MONTHLY 
B.BCOMMBNDED 

RATES .... ·.· .. .. :. 

s 63.31 
94.97 

158.29 
316.57 
506.52 

1,013.04 
1.582.87 
3,165.74 

s 1.99 

- 3 9 -

$ 

$ 

MO~'THLY 
llATE 

REDUCTION 

8 . .S 
12.73 
21.21 
42.(2 
61.87 

135.15 
212.10 
~.21 

0.21 



RECOMMENDED RATE REDUCTION SCHEDULE 
POINT WATER A SEWER, INC. 
TEST YEAR ENDING 12111196 

SCHEDULE NO. -~ 
DOCKET NO. 961434-WS 

MONTHLY WATER RATES 

CALCULATJON OF RATE BEPUCTJON AMOUNT AFTER RECOVERY OF BAD CNJE EXPENSE AMORTIZATION PERIOD OF FOUR YEARS 

. . . 
r • •• .. t. • .. .. 

" .. • ., .. MONTHLY 
. " ·., : :-~~::;:·. . ~COIOO!!NDED 

" -r-:" •• · • H - RATES 
.... -"';.f. ·- ~ ll:-ti •• ·~ ,·- • . .. ~. ;~ • • -. ••• 'l ~. 

BASE FACILITY CBAJlGE: 
MeterSiu: 

• 63.11 
94.67 

1157.78 
3115.66 
150oL89 

1,009.78 
1,577.78 
3,11515.156 

RESIDENTIAL GAU.ONAGE CHARGE 
PER 1,000 GALLONS $ 1.62 

-oo-

~· 

s 

$ 

MONTHLY 
RATE 

REDUCTION 

9.115 
18.73 
22.88 
415.77 
73.23 

146.45 
228.83 
457.66 

0.23 



RECOMMENDED RATE REDUCTION SCHEDULE 

POINT WATER & SEWER. INC. 
TEST YEAR ENDING 12/31/H 

SCHEDULE NO.- 4B 
DOCKET NO. 981<&34-WS 

MONTHLY WASTEWATER RATES 

CALCULATION OF BATE REDUCTION AMOUNT AFIEI RE CQVEBY OF B.ATB CASE EXPENSE AMOmZA'MON PERIOD OF FOVR 'fEARS 

-· .~ . 

PPOA 

. ..... 
. • ;' • _ · - MONTHLY -

· · ·'· · •-· B.ECOIOIENDED !':. : .. - - - UTBS 
;..~ _, • .. - ·• ·-· ._ ... , · · .. ~·.::'i· -~-

616.73 

1,860.19 

- 01 -

MONTHLY 
ltATE 

REDUCTION 

67.80 

203 . .0 

.... ;-· 



. . . . . . 7,!1 _ ______ ..,.. ... 

RECOMMENDED RATE REDUCTION SCHEDULE 

POINTWA'I'EllA SEWEll., INC. 
TEST YEAR ENDING 1JI3lllt 

MON':"HLY WASTEWATEJl JlATES 

SCHEDULE NO. - 4C 
DOCKET NO. 9814U-WS 

CALCULATION OF RATE BEDUCI'ION AMOUNT APTER RECOYUY OF &AD CNJB EXPENSE ,WOB::tZATJON PERIOD OF FOUB JEARS 

- ~ 

RESII)EN'IUL • . 
GENEJlAL SDVICB .. ~- .. 

PPOA 

-62-

MONTHLY 
UCOJDIBNDED 

B.ATBS 

569..26 

1,701.77 

MONTHLY 
Jt.ATB 

. : .- B.EDUCTION 

67.80 

203.40 



.. 
DAVID A . KINO 

ATrOJUf&Y AT 1.1\'W 

~ 1CINOaL&Y AV.NU& 

ORAJf08 PAJIK, I'I.DniD4 :lO!Or.) 

(ecM) Oeo •MOO 

August 14, 1989 

Thoe~~aa D. Jlyan 
Enviro-Systeaa Control Inc . 
101 Industrial Loop North 
Orange Park , FL 32073 

RE: The Point Townhouses 
Water and Sewer Pl•nta 

Dear 'roa: 

Docket No. 961321-WS 
Steven C. Glenn 
Exhibit SCG-2 
Exhibit ---
Letter •nd Proposed S.le Agreement 

Enclosed herevith are the tollovint relative to your 
purchase of the abover 

1. Purchaae and Sale Agre..ant 
(and !xhibitl A-&) 

2. Bill of Sale 
(and !xhibit A) 

3. Second AMend•ent to Amended •n4 Restated 
Declaration ot Covenants, Condition• , 
Restrictions, and Proviaion• toe ~orty Wall 
(O.R. 1172 pa9e 750) 

Please reviev and ca.aent. The price re~ains $556.63. 

I look torvard to hearint tr~ yo~ . It yo~ ha ve 
any questions, please do not hesitate to call . 

OAX/djc 
Enclos~re 

cc : James £. Yonge 

Sincerely, 

~ 
David A. Kinq 



., .. 
:PSACREEdjc: 

Buyer: 

Sellers: 

PORCJIAS2 AND SALB AGREEMENT 

AR'l'ICL! l . 

£nviro•Syste•• Control, Inc . • a Florida corporation 
101 Induatri&l Loop North 
orange Park, FL 32073 

NOH, Ine., a florida corporation 
1256 Seminole Drive 
Ft. Lauderd&le, FL 33304 

Jamea E. Yon9e, Succ:~tsor Declarant and •• Tru~t•• 
l2S6 Se•inole Drive 
Ft. Lauderdale, FL 33304 

AATICU 2. 

Tnia is an Agre .. ent for the purchase and sale of 

personal property between !nviro•Sylte~s Control, Inc., 

a Florida corporation, hereinafter referred to as w8uyec•, 

and NOR, lnc:., . a Florida corporation , and James E. Yon9e, 

Successor to the Declarant PDY, Inc. and as Trustee under 

an Aqre .. ent dated September 15, 1975 , hereinafter col lec tively 

referred to as •seller.• Said personal property bein9 

more particularly doseribed as : 

The coaplete vater and sewer plants and systems (personal 

property only) serving •The Point• Townhouses ~or~ 

completely described in Article XIII , W~ter and Sewer 

Provisi ons of the Amended and Res tated Declaration 

of Cov•n•n~l , Conditione, Relt~ictiona and Provision ~ 

for Party Wall, recor~ed in ottieial Records 628. 

Pa9e 432, Clay County , Florida and a• amended at 



r 

Official aecor4a 1172, Page 750, Clay Coun~y. Florida, 

(hereiD&fter6 Declaration). A copy of said Article 

Xlll, a&ter and sewer Provisions is attached and 

aa4e a part her,eof as bhibit A (as amended) • •rne 

personal property being conveyed shall include the 

exclusive right to supply vater and sewer services 

to •The Point• ~ovnhouaea, as set out in the Declaration, 

Article XXII, section 1. 

AJtTICL£ 3 . 

In consideration of the •utual covenants and a9reements 

contained herein and ~ther valuable considerations and 

the sum of Ten and 00/100 Dollars ($10.00), ~h• r eceipt 

and sufficiency of which are hereby acknowledqed, the 

Sellers a9ree t o convey and aaaign all of thei r ri9ht, 

title and interest in the aforementioned water and sewer 

systems to the Buyer and Buyer agrees to purchas e tne 

same on the ter~s and conditions set forth here i n. 

ARTICLE 4 . 

Theae water and sewer syste~a lie on and within And 

are subject to easements more particularly described i n 

Article VIII, Declaration. A copy of said Article Vlii, 

Easement Provisions , is attached and made a part her~of 

•s Exhibit B. Further, s•id wa~er And sewer ~ystems lie 

o n and are situated within ~he boundaries of th-a Common 

Ar~.! as denoted in the Amended Reserictions. A copy of 

-· · .... . 



. : 

the eurvey of eaid Coaaon Area and the legal description 

thereof are attached and made a pare hereof as Exhibits 

c and o. reapectively. 

Tha partiaa hereto understand a nd agree that the 

Buyer is not purchasing any interest in the real property 

deaeribe4 or refereneed herein. but Buyer is purchasing 

the personal property , the right to use the easements 

described her~in for the purpose tet forth in the Declaration 

and tha exclusive right to provide water and sewer service. 

ARTICLE S. 

These water and eewer ayetams are •ubject to a ·oock 

Ose Agreeaent and Exchange of Easements" executed between 

Sellers and Whitney's Sail Center, Inc. on June 25, 1980, 

attached as Exhibit E and made a part hereof. Pursuant 

to said agreement and according to Provisions 2.01, 3 . 01 

and S.Ol(a) thereof, the Buyer, as succesior and assign 

of the Sellers, ahall hold and enjoy the sama ti9hta and 

intera&ta as Sellars aa are necessary toe the maintenance 

and operation of said water and sewer systems. Whitney's 

Sail Center Inc.'s rights to tha use of the sewer system 

shall not be diminished thereby. 

ARTICLE 6. 

The parties agree that t he operation of t h• water 

2nd sewer systems are dependent upon the access to and 

use of various wells located adjacent to said wate r and 

~ ... 



. . 
. : 

sewer ayst~s. sellers, their successors and assigns, 

qrant to the Buyer use of said wells and a continuing 

right to drill new or additional wells at necessary tor 

the operation of said water and sewer systems. 

ARTICLE 7 . 

The par~ies agree ~hat said wa~er and sewer systems 

include all water distribution lines from the water pl ant 

to each townhouse lot line, and further include all sewer 

collection lines froa each townhouse lot line to tne sewer 

plant. The parties further agree that the Buyer shall 

have the exclusive right to connect ~he water and sewer 

systems to each lot, owned at The Point by James E. Yonge 

or other entities owned by Ja.es !. Yonge or his family 

at tbe tiNe of executing this agreeaent, as each said 

connections are requested by James E. Yonge, his successors 

or assigns. Said connection shall be without cost or 

expense to the lot owner other than the actual cos t of 

the installation of a water meter if used, and the necessary 

water and sewer lines from the lot lina to the buildinq. 

There s hall be no connection tee, downstream u s~ r tee , 

plant capacity fee or the like. 

t.RTICL2 8. 

Simultaneously with the execution ot th is agr eemen t , 

Seller , NOH, Inc., and Buyer will execute an Applica t i on 

for Transfer of Permit ( OER Form 17-l,201 Cl)) tran s f e rring 



.. . . .. 
~ 

DF.a operat1n9 per~ie No. 0010-1390888 from NOH, Inc. to 

the Buyer. The Buyer agrees that it shal l henceforth 

be responsible for obtaining any federal , state or local 

environaental or regulatory permits necessary for the 

aaintenance and oper~tion of laid planta and all coats 

associated therevien . 

ARTICLE 9 . 

Buyer hereby agrees that said Water and Sewer plants 

and lyateaa are in need of repair at the t ime of exec~tion 

of this atre .. ent and accepts such in "as 11 • condition . 

Buyer •trees to make the nacesaary repairs forth~ i th and 

to operate said syste•s as prescribed by t he State of 

Florida , Department of Environmental Regu lat i o n. 

A~TICL~ 10 . 

Buyer expressly covenants and agrees tha t it s hal l 

assw.e each and every obligatio n and respons i bility of 

the Declarant contai ned and eat forth i n the Declarati on 

concerning the operation and aainte nance of ehe sewer 

and vater syateaa at The Point . 

Article ll. 

Seller represene• to and covenants to the Bu yer •• 

fol lows : 

(a) The Seller warran t s and represents that 

ehey have good title to tho aasett to be conveyed, free 

ot any and al l liens, claima , as signment , pledge, judgeme nt 

o r other proceeding . 
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(b) No Miastate-.nts The representations of 

Saller and the intor .. tion supplied by them or contained 

in this Agreeaent or the Exhibits to it do not conta i n 

any untrue statement of a material fact or omi t •ny taet 

necessary to make such representations . 

ARTICLE 12. 

(a) All representations, warranties and agreements 

contained herein shall aurvive the closing and completion 

. of the various transactions provided for herein . 

(b) Bach party egraee to perform s uch further 

·.· acts and execute such further docu~ents as may be legally 

·necessary or de1irable to effectuate this Agreement and 

the tran1actions provided for herein . 
I 

(c) Thia Purchase and Sale Aqreament is not 

assignable by any party hereto without the written consent 

of all parties. 

ARTICLE 13 . 

(a) Seller hereby a9raes to i ndemnity Purchaser 

against and hold Purchaaer harmless from any and all cla i ms, 

·demands, liabilities. loes, colt axpenses or damage including 

reasonable amounts for attorney's faas, which may be assarted 

aqainet Purchaser and arising out of the operation of 

said plants and systems on or prior to the data of closing. 

{b) Purchaser hereby agrees to indemni ty and 

ho "d Seller harmless from any a nd All clo i ma, demand~ . 

. ., 
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loa•, coat, expense, daaage or liabil i ty includinq reasonable 

aaounts for accorney•e fees, which may be asserted aqainst 

the Seller and arisin9 out of the operation of said pl ants 

and. ayataaa froa and after the dato of clo.ainq . 

ARTICLE 14 . 

The Seller ahall aaauMe all ritk ot deJtruction, 

loss or daaage due to fire. atorm, flood or other casualty 

up to cloain9. In such event, at the Purchaser's option. 

Seller shall repair ~he assets or Seller and Purchasoc 

shall void and nullify the transaction. 

AlTICL£ 15. 

The cloain9 and the transfer of title to and possess ion 

of the b~ineas shall take place no later than September 1. 

1989, at the Office of David A. Xin9, Attorney at Law. 

lC06 ~1n9aley Avenue, Orange Park, Florida 32073. Each 

of the parties vill execute and deliver at the closing 

all inatruaenta reasonably required to carry ou~ the terms 

and intent of this agreement. Po&session of all the assGtl 

•old to the Buyer will be delivered to the Buyer at the 

closing. 

ARTICLE 16. 

Buyer and Seller are each represented by counsel 

and shall pay their r•spective attorney's fees . All costa 

associated vith the transfering or obtaininq of any fedec~l. 

s t ate or local environmental or regulatory permits shall 

be paid by the Buyer . 
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ARTICLE 17. 

The p~iea hereto further agree as follo~; : 

(a) The non-enforceability or illegal i ty of 

any proviaiona of thi• a9reement shall not render the 

other provisions unenforceable, invalid or illegal . 

(b) 1be words wseller•, "Purchaser" and -euyer•, 

vhen used in thia contract, shall bo construed as plural 

whenever the nuMber ot the partie• to this agreement shal l 

require. 

(e) Tbe parties further agree that this Agreement 

~s to be dee~d to have been prepared join~ly by ehe pareioa 

hereto, after arm's len9th negotiations, ~nd tha t a ny 

ambiguity or uncertainty existing herein, it any, shall 

not be interpreted against either party. 

(d) It i1 expressly understood that this Agreement 

sets forth the entire agreement of the par~ies and supersedes 

any prior written or oral agreements betweon the parties 

other than that there is no other agroemen~ be tween the 

'parties other than that contained herein, and shal l not 

be amended or modif i ed except by an instrume nt in wri ting 

duly executed by all partiea. 

( e) Tho par~ies he r e to fu rther a9cee eo •~ecute 

a ny and all instruments , documents, t itles, covenants 

or de ed s necessary eo ca r ry out t he full pu r pose and 1nten t 

of t his agreeme n t. 
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(f) Thi• •tree•ent ehall be bindi ng upon and 

inure to the benefit of the parties hereto and their respective 

successors, aaaigns and personal representatives . 

(g) Any litiqation brought by any p4rty under 

this contract, or any •xhibit, shall only be brought in 

the courts of Clay County, Florida, and eacn party waives 

th•ir ri9ht to have the litigati on brought in any other 

jurisdiction. 

(h) This A9re ... nt shall be construed and enforced 

pursuant to the laws of the State ot Florida. 

IN WITNESS WHEREOF. the parties hereto nave executed 

this atre ... nt on the ____ __ 

Wl..tness 

witness 

W~tness 

Wi tness 

Wl. tneas 

Buyer: 
Enviro•Systems. Inc . 

f homas o. Ryan, President 

Sellers: 
NOH, Inc. 

James £ . ~onqe, Successoc 
Declarant and a s Tc u sce~ 
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