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Lake Utility Services, Inc., (LUSI c>r utility) is a Class B 

utility located in Lake County. LUSI is a wholly-owned subsidiary 
of Utilities, Inc. and provides no wastewater service. 

A complaint was received from a customer in August of 1996. 
The cuatoaer was concerned about the fees she was required to pay 
for service. At the tiiQ8 of complaint, the utility had three 
schedules of fees ~nd chargee for service that differed depending 
on the location of the customer• a residence. The customer• s 
residence was in the territory approved for LUSI by Order No. PSC-
92·1369-FOP-WU issued November 24, 1992, in Docket No . 920174-WU. 
By that order, LUSI' a service territory was amended to include 
additional territory. The rates and charges for the additional 
territory were also established in the aforementioned order. 

In the initial investigation of the complaint, etaff found 
that the fees the cuato.er was required to pay were appropriate. 
Those fees were a plant capacity charge of $569, a main extension 
charge of $509, s meter installation charge ot $100, and an 
Allowance for Funds Prudently Invested IAFPI) charge of $608.09. 
After analyeia clone in the utility• a rate case in Docket 960444 -wu, 
staff determined that the collection of the AFPI from cuatomen in 
the territory approved by Order No. PSC-92·1369-FOP-WU may have 
been inappropriate. Staff decided to initiate en info.1ma1 
investigation i nto the APPI c.bargea. Staff sent the utility a data 
request relating to ita APPI charges. The utility responded to the 
questions. After a few letters of correspondence with the utility, 
staff determined that it was appropriate for the utility to collect 
APPI from tha customers in the additional t erritory pursuant to a 
tariff page conta ined in the utility• s policy section of ita 
Commission approved tariff. Howevar, the collection of AFPl was to 
cease after 106 equivalent reeidential connectione (ERCs). Staff 
belie~ea the utility baa collected APPI from more than 106 ERCs. 

The utility requested that the issue be submitted to the 
Commissioners for a final decision if staff did not reconsider its 
position. This recommendation is a result of that request. 
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QIBQJSSIOtl OP IM!JBij 

ISSQB lt Should Lake Utility Sarvices, Inc. be required to rb:und 
Allowance fo r Funds Prudently Inveeted (APPII collected f rocn 
connections beyond 106 BRC.? 

BBC??I!I!lfP!\TIOH• Yea. Lake Utility Services , Inc. should be 
required to refund APPI collected from customers beyond the 106 
BRCs approved in ita tariff . 

BTafP AK&LXS I B• In August of 1996, a complaint was received from 
a c:ustoawtr about t he service availability chargee of LUSI. I n 
staff's initial investigation, it was dete~ned that the service 
availability chargee and the APPI the cuetotne,r was required to pay 
were appropriate. However, aa a result of a.nalyais done in the 
rate csae (Docket No. 960444-WUI, a t aff now believes the APPI wae 
inappropriately collected. 

LUSl 's APPl charges were first established by Order No. 19962, 
isaued September 8, 1992, in Docket No. 871080-WU for the utility's 
Crescent Bay Subdivision . The purpose of the APPI charge was to 
provide for a return on the plant which had been prudently 
constructed but exceeded the needs o f t he customers in the early 
years o f development. The charge was to be in effect until the 
utility reached the capaciti of 106 BRce . Per the approved tariff. 
the charge stopped escalat ng at sot design capacity (85 ERCs ). 

By Order No. PSC-92-1369-POP-WO, LUSl'a service territory was 
a-Dded to i.nclude additional territory. The rates and chargee !or 
the additional territory were also established in the 
aforeeentioned order . The order indicated that th'l rates and 
charges approved in the utility• e tariff f or the Crescent Bay 
system would be the same for the addi tional territory. For service 
availability purposee, the charges approved for the additional 
t erritory were the plant capacity charge of $569 per BRC, the main 
extension charge of $506 per E!RC, and the meter installation 
chargee by meter s ize including a charge of $100 for a 5/8 x 3/4 
inch meter . Those charges would serve to increase the utility•o 
level of Contribution - i n -aid-of-Construction (CIAC) . 

In response to the order, the utility filed several tarifta 
sheets for the territory amendment. One of the tari ff pages was 
Third Revised Sheet No . 26.0 (Attachment 1) which shows the service 
availability s chedule of fees and chargee for the additional 
territory approved by Order No. PSC-92-1369-FOP-WU. On this tariff 
page the only chargee shown were the flant capacily charge, main 
extension charge, and eeter inetallat on chargee •s inscribed in 
the order. Nowhere on the schedule of fees and chargee tariff page 
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for the additional territory did i t mention 
believed the AFPI was only applicable 
Subdiviaion. 

• 
APPI. Therefore, staff 
to the Creecent Bay 

Staff wrote the utility a letter on September 8, 1997 
indicating that the AFPl wee applicable only to connections in the 
Crescent Bay S\.lbdiviaion and only up to 106 ERCe. Steff indicated 
that anything coll ected outside the afo rementioned parameters 
ebould be refunded. Staff defined the Crescent Bay Subdivi sion to 
be tho territory approved in tho utility• a o rigi nal cer tificate 
pur suant to Order No. 18605, i eeued December 24, 1987, in Docket 
No. 871080•WO. The letter f urther stated that Order No. PSC-92 -
1369-POP·WU did not addreee APPI. Therefore. i t vae not intended 
to be collected f roG the additional territory. 

In the utility• e reeponse, it e t a ted that the AFPl vas 
appropriate becauae Order No. PSC-!1.:1-1369-POF-WU made an all ­
inclueive reference to the r atea and charges set f orth in the 
Cresc ent Bay t ariff , and it did not exclude any o f tho ratee and 
chargee . lt further explained that etaff'a interpretation of the 
AFPI being only for 106 BllCa ia out o f context. The utility ate ted 
r.bat the Co«-i aeion waa aware that the rateo and chargee would 
apply to more than \06 DC. and that additional inveatment vas 
i nvolved in eerving the &RCa. Tho utility requested that staff 
reconsider its preliminary statement that the AFPl vas only 
intended f or the creacent Day Subdiviaion and onl y up to 106 ERCe 
and recognise that the intent of Order No. PSC-92- 136~-POP·WU vas 
that all o f tbe rates and chargee applicable to Creacent Bay were 
to be applicable to connections and cuatOCIIOre in the additional 
territory. The utility further requoated that etaf! ACO!lflize that 
LUSI had prQPOrly collected AYPI from connectiOIUI in the adclltionaJ 
territo ry. 

Staff responded by letter dated January 27, 1998 to the 
utility that i t did not agree nor recognize that the intent of tho 
order waa that all of the rates and chargee were applicable to the 
additional territory. However, upon further review of the 
utility'a entire tariff , ataff recognizee that Third Reviaed Sheet 
No. 27 .3 (Att.ac~nt 2) contai.ned in the utility• • policy aoction 
of the tariff doea reference tho AFPl for tho Croacent Bay 
Subcliviaion and t.be additional territory approved in Order N<-. PSC-
92-1369-POP·WO. Third Raviaed Sheet No. 27 .3 refora to Shoot Nos. 
25 .1 - 25. 1A (AttechiMnt 3A and JB) for a achedulo of applicable 
APPI chargee which ere the Creacent Bay Subdivinion aervice 
availability acbedulo of feea and chargee. Staff believes that the 
inclusion of AFPI for the additional territory in the policy 
section waa an overaight during the tariff approving procoae . 
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The utility aleo requeated that ataff tind that LUSI baa 

properly collected AFPI from connecti~n• in the additional 
territory. Staff believeo that LUSI hao properly collected APPl 
from the additional territory in a ccordance with Third Rovhed 
Sheet No. 27 .3. However, the utility baa collected AFPI for 
connectiona over the number approved in ita tariff . The utility 
was to continue collecting AFPI u.ntil the utility reac hed deaign 
capacity of 106 BRCa. Specifically, Sheet Noa. 25.1 and 25. lA 
states: 

The above Allowance for PUnda Prudently Inveated (AFPI ) 
c:b&rge.a will atop eacalat i ng when t he utility h •erving 
85 BRCe which ia currently proj ected to occur in December 
1990. AFPI will continue to be c o llected until the 
utility reachea design capacity, which ia 106 BRCs. Thio 
is currently projected to occur in December, 199L 

Staff expreaaed i n i ts l e tter doted January 27, 1998 that it 
recognized that the utility does have a t ariff authoridng the 
collection o f the AFPI i n the additional territo ry. However, the 
utility' a tariff f o r AFPI wu approved only for 106 BRO. . Purauant 
t o Section 367.091t:al. Florida Statutoa, each utility's r atea, 
c hargea, and cuatc-.er service policiea muot be conta ined in a 
t ariff approved by and on file with the Commias ion. Further, 
Section 367.091(3 ) , Florida StatuteD provides that a util!ty may 
o nly impoaa and collect tlloae ratea and c hargee approved by the 
Commilloion for the particula r claaa of aervic e involved and a 
change in any rate a c hedule may not be made wi thout Commiaa ion 
approval. The collection o f ~:he APPI charge for the lO?th ERC and 
above io not conaiatenl: wi th the Commiaaion approved tariff and the 
atal:ul:e . Therefore, ataff believe• that the utilit:y ahould refund 
the AFPI collected beyond the 106th ERC. 

By letter dated February 19, 1998, the utility responded to 
ataff'o l etter of January 2?, 1998. The utility a c knowledged tha t 
Third Reviaed Sheet No. 27 .3 makea the APPI charge in Sheet Noo. 
25.1 - 25 . 1A applicable to the additional t erritory. However, the 
utility believe• the 106 BRCa only applieo to the Crescent Bay 
Subdivision and not the additiona l territory . The utility' o 
reaaoning ia that the 106 SRC limitation ie only mentioned and only 
applies to tho Creacant Bay Subdiviaion becauao the tltle on both 
Sheet Noa. 25.1 end 25 .lA read aa foll ow• : 

SBlVl CB AVAI LABILITY SCHEOOLE OP PBES AND CHAAOES 
Creacent Bay Subdiviaion 

Therefore, uaing the utility's logic, any foea and chargee on that 
e c hodule would be limited to Creacent Bay and not the additional 
terr itory. Pollowing tbia argument, t he title on Third Rovieed 
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Sheet No. 26 filed in conjunction with the territory amendme,nt 
reada as followa t 

SRRVICB AVAILABILITY SCHEDULE OP PEES AND CHARGES 
Thia achedule appliaa to the additional territory approved by 

Order No. PSC·9~·1369·FOP·WO for which no other achedule applies 

Therefore, it would t'9$)8ar that only the feea and chergea contained 
on Third Revbed Sheet No. ~6 apply to the additional terdtory. 
Nowhere on the afore .. ntioned tariff aheet does it liat AFPI as a 
charge applicable for the additional territory. 

FUrther, it i a evident from the utility'& letter dated 
February U, 1998 that the utility believas that there iB no 
limitation on hov many E.RCs it can collect AFPI from in the 
additional territory . When the utility addressed the 106 ERCa in 
its letter dated September 27, 1997, it explained that the APPI 
along with the oth&r ratea and chargee were developed baaed on the 
assumption that there would be no future expansion anticipated and 
with the purpoae of providing a full return on the projected 
i nveatment to aerva 106 BRCa. The utility further explained that 
the Commiaaion waa aware that addit ional investment would be 
involved in the aarving of the £RC8 in the additional territory and 
that the ratea and chargee would apply to more than 106 £Rca. Tht. 
ia totally out or context wich .:ho concopl: or &ha AJI'P l charge. An 
APPI charge ia deaign to allow a utility the opportunity to recover 
a fair rate of return on the portion of the plant facilitiea w;.~ch 
were prudently conatructad, but exceed tho amount noceasary t o 
aerva current cuatomera. In order to de termine that charge per 
ERC, the ne t inveatment i a divided by the specific nuober of ERCa 
remaining until build-out. If the utility wanted to recover a fair 
r ate of return for additional inveatment and additional ERCa, it 
ahould have requeated that new AFPI charges be eatablhhed at that 
time in Septeaber 1993. 

The above diacuaaion of the utility'& reasoning on the 106 ERC 
limitation only aubatantiatea ataff'a belief that tho APPI charge 
waa never intended for tho additional territory . lt Ia only as a 
reault of tho tariff ahoet (Third Revised Sheet No. 27 .3) found in 
the policy section of the utility•a tariff that givea it authority 
to collect the APPl from the additional territory . Staff toliovee 
that portion of the tariff aheat approving the AIPI for the 
additional territory waa an overaight in tho tariff approving 
proceaa. However, purauant to Section 367.091(3), Flori da Statute& 
each utility's ratea, chargee, and cuatomer aervice policiaa must 
be contained in a tariff approved by and on file with the 
co .... ieeion. Since tho APPI charge ie in i&e tariff for the 
additional territory, ataff concodoe that it appropriate . 
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Nonetheleaa, the tariff apecifically atatea that the AFPI charge 
was only for 106 BRCa. 

The utility provided in a reaponee dated July ~1. 1997 that it 
had collected $134,995 . 98 for APPI as of December 1996. Baaed on 
staff's calculation. if the utility collected all of the APPI at 
the higher charge of $608.09, for the 106 ERCs. it should have 
collected no more than $64 ,457.54 . FUrther. by dividing the total 
amount collected, $134,995.98, by the maximum APPI charge, $608.09, 

it appears the utili~y has collected APPI from at leaat 222 ERCs. 
The 222 ERCs is far more than the 106 BRCs for which the APPI was 
intended. 

Staff is recomm6nding that the utility refund the AFPI 

collected over the tariff approved 106 ERCs. The utility should be 
required to provide a refund plan for review within ::o days of the 
effective data of the order . The refund plan should include the 
names of all customers from whom the utility collec ted APPI, the 
date the APPI wu paid, and the amount of APPI paid . Staff should 
be given administrative authority to approve the re!~d plan . Once 
the refund plan is approved, tho ref und should be administered 
according to Rule 25- 30 . 360, Plorida Administrat i ve Code . 
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IBSQB 2z Should the docket be closed? 

• 
BBCOt!MBJIDATIONz The docket should be closed if no person, whooe 
intereet are substantially affected by the proposed action, filoe 
a protest within the 21 day protest ps~iod, upon staff•u 
verification that the utility has completed the required refund. 
( VACCARO) 

STAPP NJALTBIS : It a protest h not received within 21 days o f 
hsuance of the Proposed Agency Action order, the order will becomo 
fina l. Thia docket ehould be c losed upon otoff'a verification thot 
the utility has completed the required ref und. 
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