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BEFORE THE FLORIDA PUBLI C SERVICE COMMISSI O~J 

In re : Initi? ~ion of show cause 
proceedings against Mad Hatter 
Utility , Inc . in Pasco County 
for violation of Order No . PSC-
93- 0295-FOF-WS . 
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this matter : 

JULIA L. JOHNSON, Chairma n 
J . TERRY DEASON 
SUSAN F. CLARK 

DIANE K. KIESLING 
JOE GARCI A 

ORDER APPROVING SETTLEMENT 
OF SHOW CAUS E PROC EE DING 

NOTICE OF PROPOSE D AGENCY ACT:O. ' 
ORDER APPROV ING SETTLEMENT OF LIMITED PROCE~J: ~G 

BY THE COMMISSICN: 

NOTICE is hereby given by the Fl~r1da Publ1c Service 
Commission that the action discussed herein regarding acceptance o f 
the settlement of the limited proceeding port ion of t his matter is 
preliminary in nature and will become fina l unless a person whose 
interests a re substantially affected files a petit ion f or a fo ~ma l 

proceeding, pursua nt to Rule 25-22. 029 , Fl o rida Administra::.ve 
Code . 

Background 

Mad Hatter Utility, Inc ., (MHU or utility) is a Class B 
utility l ocated in Lutz , Florida . The ut ility is l ocated in the 
Northern Tampa Bay Water-Use Cautio n Area, as designated by the 
Southwest Flor ida Water Management District . MHU owns and opera t es 
water and wastewater systems in three separate communities : Linda 
Lakes, Foxwood, and Turtle Lakes . According t o MHU ' s 1996 annual 
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report, MH U serves 1, 977 water customers and 1 , 895 wa stewate:r 

customers . 

MHU's last rate case was finalized by Order No . PSC- 93- 0295 -

FOF-WS, issued February 2 4, 1993 , in Docket No . 91 0637 -WS . In that 

Order , this Commission recogni zed the loss associ a ted with MHU' s 

abandonment of the Foxwood and Turtle Lat-es wastewater p la nts , 

incl uding land, and a llowed recover y of the loss in rat es ove r a 

period of eight years. The Order fur the r requi red the util1ty to 

report to thi s Commiss ion any future sale of th i s abando:-~ed : a:.d 

and a ny proposed ra te reduction r esulting the r efrom . 

In November, 1996 , we received inf o r mation wh1ch 1nd1cate:J 

that this l and had been s old ; however , MH U had not reported a~y 

sale of t he land to this Commission pursuant to Order No . PSC - 93 -

0295- ~0F-WS . By Order No . PSC- 97 - 01 40-FOF- WS , !ss~ed February :: , 

1997 , we o r dered MHU to show cause in writing why it should not be 

f ined $5 , 000 f o r failing to report the sale o f the la nd and 

init i ated a limited proceeding to a d d r ess any possible wastewater 

rate reduction. On March · 3, 1997, the utility fi l ed its response 

to the show cause o rder alleging that no sale by the utility e • e r 

occurred and, therefore, the utility had no duty under the Order t o 

report to the Commission t he land t r ansaction at i ssue here. 

By Order No . PSC-97- 0790 -FOF-WS, issued on July 2, 1997, we 

c onsolidated Dockets Nos . 961 471 - WS and 97012 5-WS into a single 

proceeding for hearing. On August 5, 1997, MHU filed a Motion to 

Establish Procedure. On August 6, 1 997, the utili ty submitted an 

offer of settlement. By Order No. PSC - 97- 0 986-PCO - WS, i ssued 

August 20, 1997, these proceedings were s u spended pending our 

r eview of the utility's settlement proposal. 

Limited Proceeding 

As stated earlier, by Order No. PSC-93 - 0295-FOF -WS, th :. s 

Commission recogni zed the loss associated with the a bandonme nt of 

the Fo xwood and Turtle Lakes plants, including the land, and 

al lowed MHU to r ecover this loss through i ts rates over a period of 

e ight years. That loss is s till being recovered in current 

wastewater rates . 

MHU's offer of settlement for the limited proceeding contains 

a proposed revenue and rate reduction and schedules which suppo rt 

the calculation. In its offer of sett l e ment, the utility 

recognizes our concern that the liens which render the utility 

unable to dispose of the land for any gain should never have been 

allowed to attach to the percolation pond l a nd. However, the 
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utility pointed out that the loan transaction resulting in the 
transfer of this land to the utility, which was never fully 
documented, was negotiated and finalized almost exclusively by the 

then primary shareholders of the utility who are now long-gone. 

The utility further states that the present shareholders and 

management, Mr. and Mrs. DeLucenay, had been attempting to 
straighten out the problems that arose under prior majority 

shareholders. The utility was also aware of our view that this was 
a matter within management's control, and management, whether 

current or prior, s hould bear the responsibility for these problems 

rather than the utility's customers. The utility has prepared a 
calculation of the proforma net gain on the sale of the land as 

though the utility were able to sell it at the price that the 
shareholders were ultimately able to dispose of the property. 

In addition, the utility also recognizes our concern that the 
utility had already received reimbursement for a portion of its 
basis in this land through the amortization of the loss on the land 

in the utility's last rate case order. The utility proposes to 
amortize both the gain that the util ity would have recogni zed, the 

recovery of loss that the utility has achieved to date thr .... ugh 
rates, and the amount contained within the current rates for 

recovery of the loss. The combination of tho se three amo rtized 
over an eight-year period results in an annual r evenue reducti on of 
$22,453. The detailed calculation of the revenue and rate 

reduction for the utility's Foxwood and Turtle Lakes wast e wa ter 
systems is shown in the attached schedules. The utility proposes, 

in an attempt t o settle this matter short of hearing, to make that 
rate reduction on a going forward basis . 

The utility believes that its offer of settlement i s in line 

with our concerns and is reflective of our perspective on this 
matter. However, the utility maintained its position that the gain 

on the sale of this land could not have accrued to the utility, nor 
can it be booked as such. Therefore, the utility contends that 
this Commission cannot, in anyway, require a change in the 

accounting treatment of the disposition of this land as it would 
reinstate the liens and eliminate any benefit to anyo ne. Further, 
the utility does not believe that the gain achieved on the land 

should be passed on to the customers. Finally, the utility alleges 
that the proposed changes will affect its earnings and will require 
the utility to consider seeking general rate relief in the near 

future. 

We have reviewed the e ntire offer of settlement as filed by 
the utility. The utility's calculation of the net proforma gain on 

the sale of the land and the total annual revenue reduction is 
shown in Schedule No . 1 of the attachment. The sales price of the 
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land to VanDorsten Corp., Inc . , is $195,000. By Order No. PSC- 93-
02 95 -FOF-WS, this Commission determined that the total loss on 
abandonment of land was $83 ,021, with an annual a mortization of 

.$10 ,377 over eight years. Since the amortization of the loss began 
in March, 1993, the unamortized l oss on this land through July 31 , 
1997 is $ 30,271. The proforma gain is reduced by income tax 
expense of $53,411 and other closing expenses of $22,791 associated 
wi th the sale. Netting all of these items results in a proforma 
gain of $88,527. The proforma gain is amortized over eight years, 
consistent with the loss amortization period, resulting in an 
annual amortization of $11,066. Adding the $10,377 for the loss on 
abandonment of the land results in an annual gain o f $21,433 t o be 
recovered by t he customers for eight years. The annual revenu e 
impact, including gro ss-up for regulatory assessment fees, i s 
$22,453. The ut i l ity theri calculated the percentage dec rease i n 
rates to be 2.83% by comparing the annual revenue reducti on with 
t he utility's a nnualized revenue based on the rates approved by 
Order No . PSC-97 - 0 681-FOF-SU. These rates, effect ive July 14, 
19.97 , inco rporate a pass-through rate reduction resulting fro m the 
reduction in purchased wastewater costs from Pasco County. The 
utility calculated its proposed rates by applying the 2.83 % rate 
reduction across the board to the existing rates. The detai l s o f 
these calculations are shown on Schedules Nos. 2 and 3 . 

We believe that the utility's s e ttlemen t proposal reflect s ou r 
concerns and po sition regarding the regu latory recogni t i o n o f a 
gain on the sale of the percolation pond land. We believe that any 
gain realized through the sale of the percolation pond land should 
be passed on to the utility customers who have been paying the loss 
of abando nment, including the l and, through the current rates. 
This is consistent with the utility's last rate case o rder . 

Based upon our review, the utility's proposed revenue and rate 
reduction is appropriately calculated and support ed . Based on the 
above, we fin d it appropriate to a ccept the utili t y's offer o f 
settlement in the limited proceeding. 

The utility shall file revised tariff sheets, along with a 
proposed customer notice reflecting the appropriate rates and the 
reason for the reduction. The rates shall be effective f or service 
rendered as of the stamped approval date on the tariff sheets, 
provided the c ustomers have receive d notice. The tariff sheets 
shall be approved administratively upon our staff's verif ication 
that the tariffs are consistent with our decision and that the 
customer notice is adequate. The utili t y shall provide proof of 
the date notice was given within 10 days a fter the date of the 
notice. 
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land to VanDorsten Corp. , Inc., is $195,000 . By Order No. PSC-93-
0295-FOF-WS, this Commission determined that the total loss on 
abandonment of land was $83,021, wit h an annual amortization of 
$10,377 over eight years. Since the amortization of the loss began 
in March, 1993, the unamortized loss on this land through July 31, 
1997 is $30,271. The proforma gain is reduced by income tax 
expense of $53,411 and other closing expenses of $22,791 associated 
wi th the s ale. Netting all of these items results in a proforma 
gain of $88,527. The proforma gain is amortized over eight years, 
consistent wi th the loss amortization period, r esulting in an 
annual amortization of $11 , 066. Adding the $10,377 for the loss on 
abandonment o f the land results in an annual gain of $21,433 to be 
recovered by the customers f or eight years. The annual reven ue 
impact, including gross-up for regulatory assessment fees, is 
$22 , 453. The utility then calculated the percentage decrease in 
rates to be 2.83% by comparing the annual revenue reduction with 
the utility's annualized revenue based on the rates approved by 
Order No. PSC- 97-0681-FOF-SU. These ra~es, effective July 14 , 
19.97, incorporate a pass-through rate reduction resulting from the 
reduc~ion in purchased wastewater costs from Pasco County. The 
utility calculated its proposed rates by applying the 2.83% rate 
reduction across the board to the ex~sting rates. The details o f 
these calculations are shown on Schedules Nos. 2 and 3. 

We believe that the utility's settlement proposal reflects our 
conce rns and position regarding the regulatory recognition of a 
gain on the sale of the percolation pond land . We believe that any 
gain realized through the sale of the percolation pond land shou l d 
be passed on to the utility customers who have been paying the l o ss 
of abandonment, including the land, through the current rates. 
This is consistent with the utility's last rate case order . 

Based upon our review, the utility's proposed revenue and ra t e 
reduction is approp riately calculated and supported. Based on the 
above, we find it appropriate to a ccept the utility's offer of 
settlement in the limited proceeding. 

The utility shall file revised tariff sheets, along with a 
proposed customer notice reflecting the appropriate rates and the 
reason for the reduction . The rates shall be effective f or service 
rendered as of the s tamped approval date on the tariff sheets, 
provided the customers have received notice. The tariff sheets 
shall be approved administrative ly upon our staff's verification 
that the tariffs are consistent with our decision and that the 
customer notice is adequate . The uti lity shall provide proof of 
the date notice was given within 10 days after the date of the 
notice . 
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If the effective date of the new rates falls within a regul ar 

billing cycle, the initial bills at the new rates may be pro rated. 

The old charge shall be prorated based on the number of days in the 

billing cycle before the effective date of the new rates. The new 

charge shall be prorated based on the number of days in the billing 

cycle on or after the effect ive date of the new rates. In no event 

shall the rates be effective for service rendered prio r t o the 

stamped approval date. 

Show Cause 

As stated earlier, by Order No. PSC-97-0140 - FOF-WS , we ordered 

MHU to show cause in writing why it should not be fined $5, 000 f or 

failing to report the sale of the Foxwood and Turtle Lakes land to 

this Commission. On March 3, 1997, the u t i l i t y filed i ts r espo nse 

to the sho w cause order alleging that n o sale b y t h e u tility eve r 

occur red beca use the land had been f o r ec l osed o n by Mr. Lar r y 

DeLucenay, President and shareholde r o f MH U, and, the r efor e , the 

utility had no duty under the Order t o repo rt t o t he Co~~:ss i or. :~e 

latter sale of that land ~y Mr. DeLu c ena y. 

On August 6, 19 .;~ 7 , MH U filed an offe r of set t lemen t ir. t~e 

above-referenced dockets. I n i t s offer , t he utility maintain s : hat 

it has not violated Order No . PSC-93- 029 5- FO F-WS . The u ti .: :.. :y 

states that it did no t repo rt the transact i o n beca use i t d i d not 

constitute a sale and because the ut il ity did no t a nd could ~ot 

achieve any gain under the transact ion. The util i t y f u rther states 

that it would be willing to pay a $1 , 000 fine in set t l emen t o f th is 

matter under the following circumstances : the order in th i s matte r 

will reflect that this is in fac t a settlement and that the u t 1 lity 

admits no guilt and that the Commissi on makes no fi nding of gui l t 

or innocence, but rather the parties agree to se t tle t hi s and t he 

limited proceeding in combination . 

Order No. PSC-93-0295-FOF-WS requi red the ut i lity t o repo r t t o 

this Commission any future sale of the Fo xwood and Turtle Lakes 

abandoned land and any proposed rate reduction res ulting there f r om. 

We believe that in light of the utility ' s offer with regards t o the 

limited proceeding portio n of this matter, the utility ' s o ffer wil l 

accomplish the same end result wh ich the Order's l ang uage was 

intended to achieve. Therefore, we find that the s ett l e ment amount 

is reasonable and find it appropriate to accept the utili ty ' s o ffer 

of settlement. The utility shall remit the $1, 000 in set tlement 

within 10 days of the date of this Order. Upon rec eipt, t he $1 , 000 

payment in settlement shall be f orwarded t o the Off ice of t he 
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Comptroller for deposit in the State of Florida General Revenue 

Fund, pursuant to Section 367.161, Florida Statutes. 

Closing of Docket 

Upon expi ration of the protest perio d , if a timely protest is 

not received from a substantially affected per son , and upon 

verification that the utility has remitted the $1 , 000 fine and has 

reduced its rates pursuant t o its set tlement offer, and upo n the 

utility's filing of and our staff' s approval of the prop o sed 

customer notice and the revised tariff sheets, this doc ke t sha l l be 

closed. 

Based o n the foregoing , it is 

ORDERED by the Florida Public Service Commissio n t hat Ma d 

Hatter Utili ty Inc. ' s offer of settlement in the l i mi ted p~ocee d1r.g 

is hereby accepted . It is f urther 

ORDERED that each of the findings made in the b o dy o f t h is 

Order is hereby approved in every r espect . It is further 

ORDERED that all matters contained i n the schedules atta che d 

hereto are incorporated herein by reference. It is f u r:her 

ORDERED that the provisions of this Order , issued as prop osed 

agency action , shall become fina l and effective unless an 

appropriate petition , in the form provided by Rule 25- 22 . 036 , 

Florida Administrative Code, ~s received by the Director , Division 

of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 

Florida 32399-0850 , by the close of business on the date set f o rth 

in the "Notice of Further Proceedings or Judicial Review'' attached 

hereto. It is further 

ORDERED that Mad Hatter Utility, Inc . shall file revised 

tariff sheets , along wi th a proposed customer notice reflec ting the 

appropriate rates and the reason for the reduction. It is further 

ORDERED that Mad Hatter Utility, Inc . shall provide proof that 

the customers have received notice within ten days of the date of 

the notice. It is further 

ORDERED that the tariff sheets shall be approved upon our 
staff's verification that the tariffs are consistent with our 
decision and that the customer notice is adequate. It is further 
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ORDERED that Mad Hatter Utility, Inc.'s rates shall be 
effective for service rendered as of the stamped approval date on 

the tariff sheets, provided the customers have received notice. It 

is further 

ORDERED that if the effective date of the new rates fa lls 
wi t hin a regular billing cycle, the bills may be prorated as set 
forth in the body of this Order. It is further 

ORDERED that Mad Hatter Uti li ty Inc .' s o ffer o f settlement in 

the show cause proceeding is hereby accepted. It is further 

ORDERED that Mad Hatter Utility , Inc. shal l rem1t Sl , OO O in 

settlement of the show caus~ proceeding within ten days of the date 

of this Order . It is further 

ORDERED that upon receipt, the Sl , OOO payment 

forwarded to the Office of the Compt r oller f or depo s i t 1n 
of Florida General Revenue Fund, pursuant to Section 

Florida Statutes. It is furt her 

shall be 
the S:ate 

367 . 161 , 

ORDERED that in the event this Order becomes fina l , and upo~ 

verification that the util i ty has remitted the $1 , 000 in sett lement 

and has reduced its rates pursuant t o its s e ttlement of fer , and 

upon the utility's filing of and ou r staff's approval of the 

proposed customer notice and the revised tariff sheets, this Docket 

shall be closed. 

By ORDER of the Florida Public Service Commission this 13th 

day of October , 1997 . 

( S E A L ) 

BLR 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Comrn~ssion is required by Section 

120 . 569 (1), Florida Statutes, to notify parties of any 

administrative hearing or judicial review of Commission o rders that 

is available under Sections 120 . 57 or 120 . 68 , Florida Statutes , as 

well as the procedures and time limits that apply . This notice 

should not be construed to mean all requests f or an administrative 

hearing or judicial review will be granted o r r esult in the relief 

sought . 

As identified in the body of this order , our act 1on accepting 

settlement of the limited proceeding portion o f this matter is 

preliminary in nature and will not become ef:ec:ive or tina.:. , 
except as provided by Rule 25- 22 . 029, Florida Admin l strative Code . 

Any person whose substantial interests are affected by the a ct1on 

proposed by this order may file a petition for a formal proceeding , 

as provided by Rule 25-22.029 ( 4 ) , Florida Administrative Code , in 

the form provided by Rule 25-22.036(7) (a ) and (f) , Flo rida 

Administrative Co~e. This petition must be received by the 

Director , Division of Records and Reporting, at 2540 Shumard C; k 

Boulevard, Tallahassee , Florida 32399 - 0850 , by the close of 

business on November 3 , 1997 . If such a petition is f1 l ed , 

mediation may be available on a case-by- case basis . If mediation 

is conducted , it does not affect a substantially interested 

person ' s right to a hearing. In the absence of such a petiti o~. 

this order shall become effective on the date subsequent t o the 

above date as provided by Rule 25 - 22.029(6), Florida Administrative 

Code. 

Any objection or protest filed in this d ocket before the 

issuance date of this order is considered abandoned unless lt 

satisfies the foregoing conditions and is renewed withir the 

specified protest period. 

If the relevant portion of this order becomes final and 

effective on the date described above, any party adversely affected 

may request judicial review by the Florida Supreme Court in the 

case of an electric , gas or telephone utility or by the First 

District Court of Appeal in the case of a water or wastewater 

utility by filing a notice of appeal with the Di rector, Division of 

Records and Reporting and filing a copy of the notice of appeal and 

the filing fee with the appropriate court. This fil ing must be 

completed within thirty ( 30 ) days of the effective date of this 

order , pursuant to Rule 9.110 , Florida Rules of Appellate 
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Procedure. The notice of appeal must be in t he form specified in 
Rule 9 . 900( a ) , Florida 0 ules of Appe llate Procedur e . 

Any party adversely affected by the Commission ' s final action 
in this matter may request : (1 ) reconsideration of the decision by 
f iling a motion for reconsideration with the Director , Division of 
Records and Reporting within fifteen (15 ) days o f the issuance of 
this order in the form prescr i bed by Rul e 25- 22 . 060 , Florida 
Administrative Code; or (2) judicial review by the Florida Supreme 
Court in the ca se of an electric, gas o r telephone utility or the 
First District Court of Appeal i n the case of a wa ter or wastewater 
utility by fi ling a notice of appea l with the Director , Division of 
Records and Reporting and filing a copy o f the notice o f appea l and 
the filing fee with t he appropriate cour t . This filing must be 
compl eted within thirty (30) days after the issuance of th1s o rder , 
pursuant t o Rule 9 . 110, Flor ida Rules of Appe llate Procedure . The 
not ice of appeal must be in the f orm specified in Rule 9 . 900( a ) , 
Florida Rules o f Appellate Procedure . 
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I. 

II. 

Mad Hatter Utility. Inc. 
Proforma Gain on Sale of Foxwood Treatment Plant Land 

and Proposed Regulatory Treatment 
Foxwood and Turtle Lakes Wastewater System 

Proforma Gain to Mad Hatter 
Sales price to VanDorsten Corp., Inc. 
Mad Hatter cost basis. net of accumulated amortization 

through July 31 . 1 997 

Income taxes at 37.63% 
Expenses per closing statements: 

Real estate taxes 
Document stamps 
Recording fees 
Courier fees 
IItle insurance fees 
Attorney's fees 
Power of Attorney fees 
Commission 

Net gain if Mad Hatter were seller 

Bale I[!]Qil!::l • e-Yeil[ ~mQrtizii~QQ Pedl:ld 
Decrease for loss amortization in existing rates 
Amortization of proforma gain on sale or land 

Annual decrease in revenue 
Divide by Regulatory Assessment F .. Expansion Factor 

Total annual revenue decrease 

Divide by annualized revenue (Schedule No. 2) 

Percentage decrease in rttes 

Schedule No. 1 

$ 195,000 

(30,271 ) 
164.729 
(53,411 ) 

(11,273) 
(1 ,36~, 

(56) 
(30) 

(1 ,577) 
(3 ,475) 

(15) 
(5 .000) 

$ 88.527 

$ 10.377 
11 .066 

21 .«3 
0.955 

s 22.453 

s 792.677 

2.83% 
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Mad Hatter Utility, Inc. 
Schedule of Annualized Revenue 

Foxwood & Turtle Lakes Wastewater Systems 
For the Year Ended December 31 , 1996 

Number of Bills/Gallons 
Turtle 

Foxwood Lakes Tota l 

Esm~!2!2d & TJ.I!::tl~ L.a~u S~ll:t:D:i 
Residential 

Base facility charge 12 .• 47 8,788 21,235 

\:ioiion~ sold 110,038 

Total Residential revenue 

General Service 
Base facility charge: 

5/8" X 3/4" 322 •a 370 
1" 120 36 156 

1 112" 108 60 168 
2" 84 s. .- 12 12 

Gallons sold 17,9~ 5,653 23.587 

Total General Service revenue 

Total annualized revenue 

Schedule No . 2 

Tariff 
Rate Revenue 

s 11 .~ s 240,805 

3.76 .13.743 

654,548 

11 .~ • . 196 
28 .~ • . 421 
56.68 9 ,522 
~0.68 7,617 

283 .• 0 3.401 

29,157 

4 .62 108,972 

138.129 

s 792.677 

Note: Rates effective July 14, 1g97, per Show Cause- Pass--through Gallonage Reduction 
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Mad Hatter Utility, Inc. 
Schedule of Present and Approved Rates 

Foxwood & Turtle Lakes Wastewater System 

Residential (2 .83% decrease) 
Base facility charge - all meter sizes 

Gallonage charge per 1 ,000 gallons (8,000 max.) 

General & Multi-Residential Service (2.83% decrease) 
Base facility charges: 

5/ 8" X 3/ 4" 
1 00 

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

Gallona.ge charge per 1 ,000 gallons 

s 

Schedule No . 3 

Present Approved 
Rates Rate:. 

11 .34 s 11 .0 2 

3.76 3 65 

11.34 11 .02 
28 34 27.54 
56.68 55.08 
90.68 88.11 

181.37 176 24 
283.40 275 38 
566.81 550 77 

4.6 2 4.49 


	1997 Roll 7-1448
	1997 Roll 7-1449
	1997 Roll 7-1450
	1997 Roll 7-1451
	1997 Roll 7-1452
	1997 Roll 7-1453
	1997 Roll 7-1454
	1997 Roll 7-1455
	1997 Roll 7-1456
	1997 Roll 7-1457
	1997 Roll 7-1458
	1997 Roll 7-1459
	1997 Roll 7-1460



