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NOTICE OF PROPOSED AGENCY ACTION 

ORDER APPROVING SETTLEMENT AGREEMENT 


BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Service Commission that the action 
discussed herein is preliminary in nature and will become final unless a person whose interests 
are substantially affected files a petition for a formal proceeding, pursuant to Rule 25-22.029, 
Florida Administrative Code. 

Background 

Useppa Island Utility, Inc. (Useppa or Utility) is a Class C water and wastewater utility 
currently providing service to approximately 144 water and 138 wastewater customers on 
Useppa Island in Lee County off the coast of North Fort Myers. There is no bridge to the island 
and the island covers approximately 100 acres. The Utility serves a membership of clients 
known as the Useppa Island Club. Members of the Useppa Island Club visit the island for 
vacations, holidays, and special events, which results in a seasonal customer base. Useppa is 
located in the South Florida Water Management District (SFWMD or District) in a critical use 
county on envirorunentally sensitive land. The Utility's 2010 annual report shows combined 
operating revenues of $318,968, operating expenses of $318,808, and net operating income of 
$160. The Utility is a wholly-owned subsidiary of the Useppa Inn and Dock Company. 
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Useppa was granted Certificate Nos. 354-Wand 31 O-S in 1982.' This Commission last 
established rates for Useppa in 2007. 2 On August 29,2011, Useppa filed an application for a 
staff-assisted rate case (SARC) and paid the appropriate filing fee . On February 29, 2012, a 
customer meeting was held on Useppa Island in which approximately 45 people attended and 10 
people spoke. 

On May 31, 2012, Useppa and the Useppa Island POA, Inc. (Property Owners 
Association or POA) (collectively, " Parties") filed a Joint Motion Requesting Commission 
Approval of Settlement Agreement (Joint Motion). The Joint Motion and Settlement Agreement 
are incorporated in this Order as Attachment A. 

We have jurisdiction pursuant to Sections 367.081, 367.121, and 367.0814 Florida 
Statutes. 

Decision 

In the Settlement Agreement, the Parties have agreed to the revenue requirement 
contained our staffs February 10, 2012 Preliminary Report, (Report) with the following 
exceptions: 1) the transportation expense is be reduced by $19,000, with an equal $9,500 
reduction for water and wastewater operations, respectively; and 2) all documented pro forma 
costs associated with construction of the Class V injection well system and costs of operating the 
injection well are allocated equally 50/50 to the water and wastewater systems. 3 Our staffs 
Report, excluding schedules, is incorporated in this Order as Attachment B. 

The Settlement Agreement also provides that, after documentation of any pro forma plant 
additions is provided and the implementation of any Phase II rates is completed, Useppa will not 
file for another rate case prior to January 2015, unless year end 2013 financial data reveals a 
significant operational loss for the Utility. If such a loss can be documented, the Parties have 
agreed that Useppa may file for rate relief in 2014, after presentation of the documented loss to 
the POA's Board of Directors. Further, the Parties have agreed that the approved rates will be 
adjusted in accordance with foregoing. The Report did not address the Utility ' s quality of 
service; however, the POA has stipulated that the quality of service provided by Useppa is 
satisfactory. 

Upon review, we find that the Parties' Settlement Agreement is a reasonable resolution of 
this matter and that approval of the Settlement Agreement is in the public interest because it will 
promote administrative efficiency. 

I See Order No. 10900, issued June 16, 1982, in Docket No. 810268-WS, In re: Application of Useppa Island, Inc. 

for a certificate to operate a water and sewer utility in Lee County, Florida. 

2 See Order No. PSC-07-0385-SC-WS, issued May 1,2007, in Docket No. 060575-WS, In re: Application for staff­

assisted rate case in Lee County by Useppa Island Utility, Inc. 

3 This will impact only the provision of Phase II rates. 
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Thus, in keeping with our long-standing practice of encouraging parties to settle contested 
proceedings whenever possible,4 we shall approve the Parties' Settlement Agreement. The 
approved Phase I revenue requirement and resulting rates are set forth at schedules 1 through 4 
of this Order. 

The Utility shall file a proposed customer notice and revised tariff sheets consistent with 
our decision by August 17, 2012. The approved rates shall be effective for service rendered on 
or after the stamped approval date of the tariff pursuant to Rule 25-30.475(1), Florida 
Administrative Code, (F.A.C.) after our staff has verified that the proposed customer notice is 
adequate and the notice has been provided to the customers. The Utility shall provide proof that 
the customers have received notice within 10 days after the date of the notice. This docket shall 
remain open to address Phase II rates in accordance with the Parties' Stipulation and Settlement 
Agreement. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the Joint Motion Requesting 
Commission Approval of Settlement Agreement, filed by Useppa Island Utility, Inc. and the 
Useppa Island POA, Inc., is hereby approved. It is further, 

Ordered that Useppa Island Utility, Inc. shall file a proposed customer notice and revised 
tariff sheets consistent with this Commission's decision by August 17,2012. It is further, 

Ordered that the approved rates shall be effective for service rendered on or after the 
stamped approval date of the tariff pursuant to Rule 25-30.475(1), F.A.C., after our staff has 
verified that the proposed customer notice is adequate and the notice has been provided to the 
customers. It is further, 

Ordered that Useppa Island Utility, Inc. shall provide proof that the customers have 
received notice within 10 days of the date of the notice. It is further, 

Ordered that, if no timely protest is received from a sustainably affected person, upon 
expiration of the protest period, this Proposed Agency Action Order shall become final upon the 
issuance of a Consummating Order. It is further, 

Ordered that this Docket shall remain open to address Phase II rates in accordance with 
the Parties' StipUlation and Settlement Agreement. 

4 See e.g., Order Nos. PSC-06-0092-AS-WU, issued February 9, 2006, in Docket No. 000694-WU, In re: Petition by 
Water Management Services, Inc. for limited proceeding to increase water rates in Franklin County.; PSC-05-0956­
PAA-SU, issued October 7, 2005, in Docket No. 050540-SU, In re: Settlement offer for possible overeamings in 
Marion County by BFF Corp.; and PSC-00-0374-S-EI, issued February 22, 2000, in Docket No. 990037-EI, In re: 
Petition of Tampa Electric Company to close Rate Schedules IS-3 and IST-3, and approve new Rate Schedules 
GSLM-2 and GSLM-3. 
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By ORDER of the Florida Public Service Commission this 10th day of August, 2012. 

ANN COLE 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.floridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

CWM 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing that is available under Section 120.57, 
Florida Statutes, as well as the procedures and time limits that apply. This notice should not be 
construed to mean all requests for an administrative hearing will be granted or result in the relief 
sought. 

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. 

The action proposed herein is preliminary in nature. Any person whose substantial 
interests are affected by the action proposed by this order may file a petition for a formal 
proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This 
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, by the close of business on August 31, 2012. 

In the absence of such a petition, this order shall become final and effective upon the 
issuance of a Consummating Order. 

Any objection or protest filed in this/these docket(s) before the issuance date of this order 
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. 
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ATTACHMENT A, PAGE 1 OF 6 

. . 

B'EFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for staff-assisted DOCKET NO. 1l02<)0-WS 
Rate increase in Lee County by Useppa 

. Island Utility, Inc. FILED: May 31, 2012 

JOINT MOTION REQUESTING COMMISSION APPROYAL 
OF SETfLEMENT AGREEMENT . 

Useppa Island Utility, Inc. ("Useppa," ·'Utility," or "Company"), and the Useppa Island 

POA, Inc. ("Property Owners Association" or "POA"), on behalf of the customers ofUseppa file 

this Joint Motion requesting the Florida Public Service Commission ("Commission") to approve 

the attached Settlement Agieement. In support of the Joint Motion, Useppa and the POA state: 

. . . 

1. Useppa and the POA have entered into a Settlement Agreement to ~esolve the 

issues presented in this staff-assisted rate case. A copy ofthe Settlement Agreement is attached 

hereto as Exhjbit "A". 

·2. Pending Commission consideration of the Settlement Agreement, Useppa and the 

POA request the Commission to suspend all events currently scheduled in the CASR for this 

Docket un1:11 such time as the Commission acts on this motion. 

Wherefore, Useppa and the POA respectfully request the Commission to apProve the 

attached Settlement Agreement and to Suspend all further events scheduled in this docket and to 

issue a Final Order consistent with the t~ofthe Settlement Agreement. 
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ATTACHMENT A, PAGE 2 OF 6 
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Respectfully submitted fuisa day oilMay, 2012. 

i 


! 
I 


! 

j 

I 
; 


I 


I

I 


I 

I 

! 

- 6 ­



ORDER NO. PSC-12-0406-P AA-WS 
DOCKET NO. 110260-WS 
PAGE-7­

ATTACHMENT A, PAGE 3 OF 6 

.' ,
!IExmBIT"A" . 
I 

BEFORE THE FLO ~ PUBLIC SERVICE COMMISSION 

'. , 
. In re: AppHc8tion for staff.assiste4 ! 
ratecasc-iri~CountybyU~ i DocIWtNo.1l0260-WS · 
Island Utility, 'Iric. . : . 

--------'/ j 

. , . I 


. I 

S~A?REEMENT 
. .,

.' ' .. I .. . . . . 

. . TIllS ,~ETIiEM1mAGItE~ is made and entered irito thil)~day ofMarc~ 
2012. by .and between Useppa ~lJtility. Inc. (''Useppa,~"Utility" or "Company',) ' and the . 

.' . . '.' '... . " ... ' .. . '. .'. 

~SQCiatiOn"or "POA"), on bc:ha1fofthecustomersUseppa Island POA. 100. (''PropertY 
: . " 

• I ...... 

ofUs~ 

WITNESSETH 

WHEREAS, on Aagust 29, 2 ' 11lJsepp!l filed for a staff-assisted rate case; and 

WHEREAS', on Septeniber lu, .2011 'the FI~ Public · Service CmnmiS!liOD Staff 

(''Staff') advised Useppa that it . ' eligible for a staff-assisted rate case, and that the official 

date offiliDg the case wOuld be Octo , . 26, 2011; and " 
',' - ' . . . 

WHEREAS on Febnlary 10 2012; Staff filed, its Prelimi.oaiy Report ~ the ' . 

vw-ious issues, in the case and oviding a ' preIimiruiry rccornmcndatiOnconcerning the ,', 
. . - . . " . 

appropriate revenue requlfemcnt arid . ,. ; and. 

, 1 
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ATTACHMENT A, PAGE 4 OF 6 
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ATTACHMENT A, PAGE 5 OF 6 
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State of Florida 

JuhIie~erfrie~ aImnntirurion 
C.VIT~L ClkCU: OfTIC£ CEl'l'£R. 23405HI ~Ii\RTl OM, ROI !I t;\ 'A IW 

TAlLMIASSE£, FLOKIO" 32399·0850 

-M-E-M-O-R-A-N-D-U-M­

DATE: Fcbnl1l!) 10. 2012 

TO: Andrew tI,faurcy. Bureau Chief, 13l:n:ULI or Ratl: Filings 

' 
FROM: 	 Lydia RubcJ1s. Regulatory Analyst II . 

Sonica BnJ(;e, Regulatory Analyst 1\ _. ~ () '\ 
Rober1 Simpson. Engineering Specialist n V '~ 

RE: 	 Docket No, I f 0260· WS .- Application for staff-assisted rate case i[l Lee Cuunly by 
US'e.ppa IslMd Utility. Inc 

- STAFF REPORT-

This StafT R~porl is preliminary in nature. The Commission staff's final rt'commcndllfion 
will not be filed untill1fter the customer meeting. 
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Docket No. 110260· \VS 

Date: February 10, 2012 
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1'J()ckel No. 1102[;0- \VS 
l);H-: : February 10. 2012 

Case Background 

Useppl:I Island Utility, Inc . (Useppa or Utility) is a Class C wat er a~ld wastewater utility 
CllTTenLly providing ~t:n'ice 10 appro>iimately 144 wiltt'r and 138 wastewater Cllsl0!lKrS Oil 
Useppa Island in Lee Coumy off the ,~oast of Non.h Fort iI,·lyers '\here;s no bridge 10 the island 
1md the island covers Mpproximatcl~' 100 acres. The Utilit} serv,;,s a m~'mbcrship ()f ~ :I.::n\S 

known llS the Uscppa Island Club. MernbeJ'~ or the Lheppa Isbmd Club c.r<~ate a seasunal 
customer base lhilt \/isil the island for vacations, ho!ida>'s, and special evcms. Useppa i s located 
in tbe South Florida Water ~1anageme\ll District (SI:WMD or District ) in II critic(llll~ county OJ} 
I:!lvirunmcntally sensitiv:: land . '111(; Utility"s 20 I 0 annual rCIXll1 shows combined operating 
re·\CIlW::s of 53 18.968 , operating expenses of $318.8()'S, and a net operming m~ome of $160. The 
Utility i~ a whoHy-O\\lled subsidiary of the Uscppa fnn and Dock Company. 

l)scppa was granted Cenit!cille No , 354- Wand 31 O-S in 1982, I The Commission last 
cSlablishet.! rates fi)f Useppa in 2(}()7 2 O n /Hlgllst 29, 201 I, Lseppa flied all Ctpplic,ill iun flJT ii 

staff-lissisted rale case (SARC) and paid the appropriAte I1ling fee, 

This Staff Repon is a preliminary analysis of the U@ly prepare;:! by the F!omla Public 
So!Tvkc: Commission (Commiss ion) staff to give utility customers and the Utility an adl'nnc~'d 
look at what st.aff may be proposing. The final r(-Cl)mmend:'ltlon 10 th... Commis.o;ion (ellrr~ntly 
scheduled to be filed April 12, 2012, for the April 24, 2012 Commiss ion Conference, will be 
rc,iS\.":ti as necessary using updated inlormation and resul1s or cUSlOm;;'f quality of scr\'icc Clod 
other relevant commcnt5 received at the customer meeting. The C(lmmi5S1on h •. jurisdiction ill 
th is cast' pursuant to Sections 367 .01 L 367.0814, 367 .1 OJ, and 367,121, rlorid,) SI1l1uCt."S (F,S,), 

' S:ec Order No. t0900, Issu~d JUfl< II> , 19~2 , in iJocKel No. XI026S.WS.!n re~ !\ppl!gl!jl'r. ot U;eppg 151and 

[(')( a cC11l tl(Jllc [0 Q1J~r~f~ Z. water i.lOu Sl:w~r lI ~ i lity In Lee Cou nLL .lJ uri4~. 


, ~ Ord~ No, PSC-fl7-038~ ·S(' -WS. i..sucli lI'fay t, 2007, in f)OCk=l No n6057 .~ . \VS.l!l..tt:....&~ fQ ( ) I ~ f(· 

L>~i>l~J rill\, c.i!I~ iii !..~£ CQunl\' l!v US-;PPA 1 ~land Utili ly, 105 . 
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Discussion of Is"ucs 

~: Is the quality of service provided by USCPPil s.~tisfnclOry"' 

f'rciiminalY Recommendation : The stafr recommendation regarding customer sa:isfaction and 
overall quality or service will nOI be flnali2",~d uOIil alier thl;! Fl;!bruary 29, 20] 2 custumer 
meeting. (Simpson) 

Staff Anlilysis: Pursuant 10 Ruk 25-30.433(1), Florida ;\dministrativt Code (I· .A.C). the 
Commission determines the o\'rrall quality of service provided oy a utility by evaluating th«:c 
separate componenls or water and wastewater operatiuns. Thcsl: ~ompom::nt s are the quallt )' of 
tht.: utilit~" 5 product, Ih~ operating condition ofthc utility's pluJlt und ra!:i it i<-'S. and (ht: utility's 
ilt!cmpt 10 udul'{sS customer satisfllction. Comments or complaints receivt"d by the Con:Hnissioll 
Irom Cll.,-tomers are rcviewed, and the Ctility' s cornplbnce with t.he rlorid<l Department of 
Environmental Protection (DEP) and th~ Lee County lle-allh Departmcnl. (LC HI)) are also 
c.onsidered_ 

Staff reviewed saniU:iry surveys and compllllnce :nspection reports for the \vater 1md 
wastewater system over the last three years. The Utility uses 3 reverse osmosis (RO) wnter 
trt'tltmcnt process to remove salts and other contaminants found in the raw waler. The RO 
process produces abyproduct. a hrine concmtratc that is dispo8ed or in a drninflcld . On I\ugust 
4. 2011, LCH]) condm'tl.-d <1 c,omplirulce inspection for the WOller system and noted dcflcj(;ncie~. 
which include the cleaning or rep]acl"TT!Cnt of the: hyiliopncnmiltic tonk's sight g.h~s (lnd the need 
for a flushing program. In liddition, the report also 1l\1tcd that the lank needs to be cleaned onJ/or 
inspected ilS required ill Rule 62-5)5.350(2), F.A.C. Staff contacted Ihe Uri lit)' and wa.~ 

informed (huI the sight glass has been replaced . a flushing plan ha~ been initiated, and the hmk 
inspection has been scheduled for completion during Ihe Jirst quarter of 20 12. 

DEP has :ndiclHcd Ihm the \vaSlewatcr systcm dOt:~ not have uny t:l1rnplian.:c isstlC!s at 1hi;; 
lime. rh.:: Uti lit)' lUIS been lISlng a duo] cell drninlield for di sposill or the brine rlmCCI1tr3le from 
the RO pJanL Sincc 2004, the gro!lnuwaI;:r moniioring has rOtliillely shown cxceedances ror 
sooiullI . chloride. total diSSOl ved solids. cotlductivilY, radiomlclides, llnd su!(;ltC During lht 
2009 waS1cwatcr permit rCFlcwul process, the Utility proposed installing u Clus~ Y :njcclil11) well 
sys!'cm amI subsequcntJy initia!l:d that proces~ Us-.::ppa has r~qllestl!d lhat the overall cost of tht, 
injection WI:I! system, til\! costs ilsso~~ iated with equipment and labor to rc(rofit the RO unit for 
higher rccovery, and a rehabilitation of the gwund storagt' tank be consldcrcd in this rate case . 
These pro fomHI items fire addressed in Issue 12 

A review of the customers' complaints u\'er the lasl tllTet: years indi'lItcs th<lt the Utility 
has resolved all of the complainl~ in 1l timely mllnncr. There wcr(' no "omplf1ints fih:·d witb the 
Cummissi{lfl'~ Consumer At"jvity Tracking System (CATS) during the past three >'cars. The 
~ tatl recommendation regarding c.ustomer satisfaCli(ln and Ihe Qvcrdll qualil)' o/' ;;crvic.c will 110t 
bc' finaEz,:d until after {ilc /-'cbruary 29,2012 CliSlOmcr rnt:t'ting. 

- 4 ­
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Is~ue 2: \Vhat are the used and useful pcrcentagc$ for Uscppa? 

Preliminary Recommendation: The willer (rctilmi.'nt plant. wuter diSlI'ibutioll ;;y,(em. gmL:ml 
storage tllnk. wastcwilte'f tre<lTrnent pkml. and the wasteW;)lCI ~'o[[cclioll ,yskm should lI[[ b~ 
t'onsic!erec [00 pertenl u8cd and useful (U&L), (Simpson) 

Staff Allah-sis: fh·: Utilit),':; r<:nm\s f0f (he tcst yellr ended June :lO. 2011, were us.cJ in 
analyzing the U&C percentages for the wuter anct wastC\"flh:r Lil:i!itics. 

\V,ltef Lr:eatment Pliln] (WTP'I 

Pursuant to Rule 25·J0.4325, LAC.. the t:&U calculation for (\ "liT!' is determined by 
uividing the peHk demand by the: linn re[ia~lc capacit)' (FRC) of the water treatment plant. 
Br.:causc the system has storage facilities, the calc.lllation is in gallons p;:r day (gp<lj, 
Consideration of growill. fire flow requirements, ulll1Ccoun!l:d for water, and other l~lC[(lrS may 
abo be includcd_ 

Th~ \l,TP has two wells. Each well is rated at 70 gilllolls per minute (gpm). The pum[X:(\ 
water is tr~ated through an }{O system 10 remove disS()I\'ed solids. coliform bacteria. radio~ctlve 
slIbsll1nch. and otht~r inorganic or organic dlemicals that may he presenr in the rnw waler The 
IreatL'd water 110ws lOward " I.kgasificr 10 remove hydrogen sulfid<:. The wat<:r i~ then 
chlorinated and channell:d into the grounu storage t:mk and thc hydropncumatic lank for 
distrihu!ion to customers The FRC of the wells is 67.200 gpd, The Utili()', ~ak day 0183.453 
gpd occurred on October 26. 2010, It do<:s nol appear thaI a lire, line break, Qr other unusual 
occurrence occurred on that dny . There arc no fire !low requirements for the service area. and 
thert: is no pruj~ch;,ti grov.'1h. The Utility's records inJicak thaI 14,826 million glillons of 
linished waler were produc(;'d Juring tht les! ycur. 13.185 mi ilion gAllons were sold, and 
arrroxilll<ltcly one perCenl or lile Wllfer produced was used ror llushing. Therefore. (here is no 
exec.ssiw lmaccoun(cd for water. Rased on [l peak day of 83,453 gpd ilnd a flrm reliable 
c.apaeily of 67,200 gpd. (he WTI' should Ix: \;o[\sidcred 100 pcr~~'nt U&U consistent with the IJst 
rllk Cii5C, 

Rule 25·-304325(8) and (9), F.A.C, provides (hat !he U&II pen;·f.'lItag,e fOI a storage lank 
is Je-fl;'mlined by dividing the peuk demand by the usnblc capacity of the (:mk . A grollnd storage 
tClnl.. i:, considered 90 pen.:ent u~bk: if (he bullom of IlK' umk ij belo\v Ih~ ccntt~rlin(' of the 
pumping unit. The Utili!), has a JOO,OOO-galion ground stllfage lank. Pu rsuanr to Rule 25 · 
30.4325 (9)(b), the usable c<lpacilY of the tank is 90,000 gpd BaSl'il Oll a peak day of 83,.153 
gpd , with no projt:cted growth, and <:I llS-llblc: (:apaci(y of 90 ,000 gpd , th{: ground storage tall); is 
93 percent V& U. Hvw(;\'(;r, because the service area is built OUI, stall r~commcllds thai lhe 
ground storage tank b<: considered 100 percent U&l.:. consistent with the Uti lity' s Ill>l rate case . 

Wastewater Trl;'atlTlJ;1lt Plan! (W\\-TP) 

The WWTP is ,lH extcndd 3~'ration , activated sludg.e r',J,lIl( with 27 Jill $!lHioIlS. Tlw 
I'lant has il desigll CiiPilClty of 45 .(J(1{) gpd. basc(j 011 a :I-month maage ciai!v !luw, T t' o\cr,;11 
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pcrmitled capacity is 20.000 gpd based on mnximurn monthly Hverag,' daily 110w. Liquid 
disinfection is applied prior to 'he treated wast~water flowing into the percolation pund. Rule 
25·30.432. F.A.C., provides Ulal the U&U percentage lor a waslewaler pl,mt :;hol!ld be 
I;alculaled basC'~ on customer demand and the permitted c<lp.)city of the plant. The rule also 
provides thai CU3lom~r d<..'TTl3nJ should hl: determined using the same ba~is as the pemlined 
c;Jpacity Consideralion j£ givcn to growth. infiltration and inflow (J&Ii. COnSCI>1l1l0n, lind ol.h~r 
fI1ClOr~ . 

11)(: (lIShHnCr demand [or tbe lest year is 14J 10 gpJ based on tht: lTItlximwn monthly 
Jvcrage daily !low. There is no projh':tcc.l growlh. and it dOl'S not appe,\T Ihal Ille Utility h'l~ fill 
1&1 problem . Thcrelorc, based on ule ma)limunl monthly customer dcmimd of 14)10 gpd and n 
permincd capacity of 20.000 gpd, the W\VTr is 72 percent U& U. However. lX':C<ll1S(O the service 
urea is built out, staffrccomrncnds lhal1hc WWTP be rollsiucred 100 perc-:'nI U&U. consiSlent 
with the U(dit)"~ !asltwo rate cases. 

n1e U& U calculations for the waler distribution and (he WU51ewa!er collection systems 
arc based on the number of c\!stomer~ COlUlccted to the systems divjd::d by the cupacily of the 
systems. Consider<1tic)Jl is given to growth. The service. IIrea is built ouL. und lhe:>;: are no plans 
for service area expansion. Therefore, staff rect)rnmend~ th;)! th, watn distribution and tht: 
collection systems be considered 100 percent U&l!. consistent with Ihe lasllwo nllt: case. 

·6· 
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~: 'What is !he appropriZlte avcmgc test yellr rate ba.~~ for !JSCpp,{' 

Preliminap' RecommendllHf)J) The approprif!ic IIvcmge lest Y':fIr rate. baSI: for the l.:tdil)· IS 
$191,874 and S216.028 (or v.' at~r and WiL~t<:W!ller. respective ly. (Robc,rt,) 

StaIT An:d\"~is : Us(;'ppa's rate hast: was last est.\hli~hl-d by Order No. I'SC-07-OJ85-SC-WS. \ 
Staff selected a tcst year ended June 30,20 II, for this rate rase. A summar), or each component 
and the recommended adjustments are dis~ lJ.iSed below . 

Liti ltV Pkmt j p Service (uPIS): The Utility recorded test year UPIS bolance of 5565,846 and 
,523,607 for water and wastewater. respectively. Staff's recommended a-djllstments I'elate to 
adjusting the (H'lS balance to the Commission-approved balance; reclassifying plant; recording 
xtirenll'ots; removing phUll {C)T lack of:mpport documc.nlu[ion; and capitali7.ing planl recorded 3S 
~n ~xrcn~c . AI ll. Useppu (;~)mplc(ed [J pluJ)t tlddition outside the test year. nlC Uilit)' 
I~ h<lbilita!ed its gr(lund stomge tank. The total cost for the: pro forma plar:t addition is $29.569. 
Staff believes the cost is rt'asonable and prudent. Therefore, stoff rec.o mmtnds th;!! UPIS bl.' 
i ncrca~C'd to rtOeet th,~ pro forma plant addition. Staff recommends the following adjustments 10 

thc Utitity ' s recorded water and wastewater uriS: 

) Sc<' Order NI>. P:'>C·0 7.(}JK Sc:. WS, i~lI~d May I, ~OO7, in Doc\;.cl Nn. O('O~7~ · \I"'S . 1[\ n: ApD lkatlQII lOr )13 ((' 
,,,,," -'.<1 rul~ "L'~ in Lce (";Sl1!n1Y pV Usepgjl Iltan!1,Lcu lt",:.JD". 
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Table 3-1 

r-----:dius--· -A ' slmenl l)~$Ji ptjOll WillC.I: ~IC\~m.:r-_ .. .- - ­
I T o adj,,,! t \L;l " \0, .120 [0 CommiS$iOIl Order No. PSC-O'I-OJS'-SC-ws. ('$I,~ SO -

To ,~~ 1\0. JJa to Comm~),on Order No p ~c-o i.o'385:SC.WS , 
.-~-. 

2. ( III) (I.-
~dju~!I\H. I . No , 3.19 to C"mmis~ lon Older No, I'SC -O.,.OJ8~-S~-~~._ _ ~=.~ . 

----j 
844 (I .- -.. .-_.­ _. ­ -­ -~-. -t ) 

_'t- TL) adJUS1 /\,;([ 1'1:0 . J~3 [~~ .C()mll1 i' slon Order Nt) 1''SL: -O!.OJ8 5-SC-\v·S. ,n4 0 -
- . rO.~lU51 .'\eel. I\'(} ; }44 10 Commi$.~101l Order '4(l PSC-07-0J8S·SC-W'S. 5l!3 () 

6 To rtdiLSsit)· planllO CWIP, 0 .048) 0- -- _.- -
")' To record M ircmenl for plant addi.~ion_'.o ACC L No. 307. (9{)~)_ () ._­ -. 
~ To record r e-t irtlh"l1~ for plant 8ddiliQ~ 10 "eel. No , 307, (569) " 0 I 
. 9 To record lellrl'm~nr ror plmlt add ition 10 !\c~!, ..!:!.~. 11 _1 ( 1,099) 0 

- - ­--­

! 10. To reton:! l e~lremcn\ ror plan! addition 10 Aeet , No . J 11. 0,512) 0 
I I I. To~~ renreme n!..!o! £lanl addi tion 10 ActL No 311. (2.042) 0 

12 'Lu remove ~lam addilion from Acct. No 320 for I "c~ o( ;ru~eorr dO l' UIII""tal fl?n ( 1.'> 09) () 

IJ To r~dlls~i i',' E.i.ant,a.ddltioo fmm Accl, 1\' (1 , 333 to AC~L No ))4. (93 9) .0 
, 14 I-TLl I"C"mJ. plant a,,(liuon to .'ICC! No. JJ 4 lilal w~~ l ecl:'~~dJ!!.t"2!Le(;l ly ll' AC CI. Nil . ) ,13 . '1110 0
\ ·UmL ____..2.I 15 fu r~' cOf~ r" lI relllcfllS (I)( ol ill!l .aodltio~s..!£. AcCl~.o. 334. . . __ ._­ -­ -­

It.- Tu record reh!';.'Olc nt fo r plan: oddili4) n lu ,.\C~! No 34 D. (359) I (I . 

~ 
To cor,t'ct o\'crstal~l1 ace,, "nl , ( ,Ij~t -- -. ~ 

! 1I. To adjUst Acci. No. 3(,.0 to Cotrllt1is~on Old..'!.r No PSC ·OI·OJIIS·SC·WS, 
19 To ndjusl Acet N,!, J~O l~c.:()rTl Olis~ I Qn Order Jo..'() PS C·07 ·01S5·SC·WS 

._ _. _ ~ __.J'» O~1~1; 

10 ~ ' ­ ' 

To adjust !!'';<:I ~ No. 33\1 10 ("ommis$iOll_Q!s!£r -'-\U~.~C-Q2·0385·SC~_ - - .­ _ .-1.. 9,071 r-­ -
2 1 To rCCOi'd rCli re mCIlI jfwpl ant addilion III Accl. Nu . 360. .. 0 (4 .7}:l) - . -­
22. To record r~t!r~,!,e'li for plam addil ion In Acc :. :-<0 370 0 i2 .6i l } , .. 
,, ~ To record rc\lremenl tiu platH add ilion 10' Ae(t ~o 380 0 <'-~.2) .~J . - - . . 

' -.-~J----14 '10 remove pl81lt addiliorl from A,c£ I, "'~ 38(1 for lack of suppon dt">t:umcntation. (403 ) -
25 To rllcla.s.si fy bl vw~T 1'~T!..l~-,\C' 1 No. J80 fTom c ~pcnsc;__ .. v 298 
26 '1' 0 record re(irem enl 1<'.r plnnl ~ddtl iQn 1(, ,\ eel. " '0 . 39() , -- ---~ __J~~l.- . - -
? ~ To rewrll pro r()rm~ plam ~ddi tion for look reh~bilil ,1t i on 10 /\ CCI. :-;0 320 29.569 0 
~ 

-­ - (2 420i i28. To rdktl an ~yera~ rnJl. ~djuslmcnl . l5 ~2i 
Toial £~ill - -~l1JI.1QJ-_. - - _. -­ . 

StJtT's ncl adjusIIllents 10 UPIS repn:scnl an im:ro:asc for waler or 510,124 and a decrease 
for was ewattr I)f $ 14,020, Staff n:commends LrlS b~lflHces of $5R2,169 [(lr wul~r Hnt! 

$509.587 lor Wllstewater, 

Non-lised and Use fll l Plarll: As uis~ussrd in l$sUC 2, Uscpp<.''1·s warer and wa.sr I?W3(er treatment 
planlS, th W<lltr distr ibution , and wastewater collection syst.:'m should be considered lOU p('rcC'rll 
U&U. Ther ·Iore. no adj ustment is Il~:c\:ssary lor non·U&U pltlnl. 

Con!ribllli~)fi in Aid i}j'Co n Slfllct ip n ICIAC!' Useppa recordo.:d Ie,,:! ~'i:ar CIAC or $225.670 for 
wa!er and S230.187 tor '''8 tc'water. '!lle Utilil)' did not shol\- <my I1dJilions or rClimnl:Jlts lu 
CIAC from June 30.2006. throutfh June 3~ . 201 \, Therefore. sraff is flOt ftl:Or11lTI.:ndin~ ~'l1y 
adjustments IU C[..\C 
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A"cumulated IJL'predaJ,i on: rhc l.lti Iity recorded (('st >"car aCl:lImubted deprecimioll hllLmu:s 01' 
S359,232 for watcr and $1)i),00t 1'01' Was\eWmer. :S,aff cakul;1led accumulated ciepreciation 
ll~ing the pr.:scribcd rillcs in Ruk 25,30.140. F.A.C. Staff has made the following (lcijustmcnts ttl 

,1C(;Umu!atc·<.! depreciation . 

Tabte 3-2 
1- ---- · . _. .. --.- ....------ ---,-----­

f-+"""'""~S!J!I<:'l! D.l;";>,Cn Rl iv I] __ W·;ll<:J Wa.:;ICWdlcr !' 
_~ I OJ rdl""l acC~n]~IH1Nl ikprl'liaho ~':.J'(!:r Rule 25-JO. 1-10 rA .C ____ ...:.S:c...' ,7_i""' ' '-= .8 tl::...:i-( ::.; 1.!.. 7 ~,-1_----'S'I:.,:_
2 Tv rt:llt"<"l,.n ,,\'cra .~I~ I" 'llllc'n 0.4 &2 1. /,1 ,) 
} .Iorctk"Ct pro f()mid~~-t i a-!i')il.i,~ns~--------·---· . '~. {~16 (1 ' 

c_~_T_ . "P S ' -ij i 426 :otal _ I'S: 10) =
TherL'for(', this account was inc!'C'4scd by S18, 130 for water nnd dt:creased by $17.426 for 

wastewater [0 rellcet depreciation expense calculated pcr stnff. These adju.qtmen\s result in 
average accumulated depreciation balanc-es of $3 n,363 for ....'Ute!· and $3 J 2.576 for wastc\\'ater . 

~CC.!d!}1uJa~d Amon j7.at jon of Cl/\C: Uscppa re-cordcd test YCilr amo!1il;Jlion of C[I\( h<llance~ 

o f $209.064 for Wilter M d S230.187 for wastewater. ,o\mol1lLfittOll of CLI\C has been 
rcc.alculated by stall using composite deprecialion rates. As II result. accumulali:-d umoni/lltion 
of CIJ\C should be decreased by $22,147 for water. In addition. this 'lCWIHlt has l)ccn decreased 
by $ \.297 to rellcr\ an avcrl1gin~ ;l{i)ustmcnt. Stan's adjustments 10 this "1X'OMt rC',;u/(s in 
amortiz.3tio!1 of CIAC bal<lnccs of $1 ~5.620 for waler and $230.1 H7 for \vastewaler. 

Wurking Capital ;\lIowan<;c : USL'ppa R'wnk-d working capitnl or so t:Clch for wu(cr anu 
waSLewatel'. Working capital )$ defined as the investor-supplied rtUlds that arc: nC'-T~ary to meel 
openn:ng ,,"xpenst's 0r glling-coneern requirements of the Utility. Consislelll with Rule 25­
]0.433(2), F.A.C, st(lfT used the one-eighth oj' the operation and nwintcnanct' (O&M) expense 
forrnulft approach for calculating the wc.rking capital (lllowanc~, Applying thlS f(}mlula. star!' 
recommends H working capital allowance 0:' $16.654 for Willer and S! 5.530 for wa~lewakr 
(hased 011 O&rv] expel1se of Sl33.212/8 lor WJter and S 124.23~18 for wastewater). 

Rate Base SlllTlrnan:' Based on the foregoing. staff recommends thilt the appropriate average tcs! 
year .dle base is S 191 ,874 lor waler and $216.028 for wtl~lcwatcr. WHlcr ;md waS\t:w,Her nl!1: 
base is SbO\~11 on Scbedtlle Nos. ) -A and I-B. respectively, The related adju~tments arc shown 
()n Schcdlllc No. I·e. 
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Issue 4: Whnt I:; the appropriate return 011 equity and overaU ralt· of rctum [or LSCppil? 

Prclimilliln' Hcc()mmendatil)n: TIle approprillle return on eqult), (ROE) is 11 .16 percent With a 
range of 111.16 per~'ent to 12.16 percent. nle appropriate ovemll ralc ur retum is ).48 percen1. 
(Roberts) 

Stllff Analygi~; A(:cording to staff's nudit, US~PPfl rtConJeJ the following items In its capital 
~tr;;ctun: : cummon stocl; of $1.000. negative re:ail1cd caming.s of $>43,049, paiJ·in·capiIJI of 
$ 149.0()O, and IUlig-lerm debt 01'$803.887. The tong-1erm ckbt consists l1flWD instruments. The; 
firsl is a promis.>ol)' note with Southwest Capital Rlnk for $6.173. with Hll intt'resl rllte o( 6.1 R 
pcr<.:cnt. The scc(lnd is a nolC' payable to the sloddwlJers of $797.714. wilh lin intCI\:'SI ratl! oj 

J4(j pcr~~rl\. 

nlC Uilil)"; I.'upilal ~1rUClurc has heen reconcJled wilh ~Iatr ~ recommended rUk: bme. 
The ilplHOpriUIe ROE is I LJ 6 pcrcent using (he Commissioll-npproved leverilgc IL1rmula 
clIrn:nlly in cffcc\.~ Staff reL'ommcnds an ROE of 11.16 rx:rcent. with a r';l1gc or :0 16 percell! 
to 12.16 percent, ,U1d un Oycr:IlJ rote 01' return of 3,48 percent . "nle ROt.: und U\·tTdlJ fllte of 
return are sh-own on Schcduil: 1\0. 2. 

---- --.. _--- -­
I S<.. Order .\Jo~ PSC·I I ~1?8 7-!)A A· v,,' - " SHed July S. 20 I I. and PSC·I I v ) :6·CO - \\ '~. " slIed .\ U,,"U\I 2, '0 I I . I I 

Do<:k~, ~(). I I (>lJO('·WS. iJ!. Ie W~lcr and \!.: ~!~tlli r I/I-.I \I)\(" Annual RCC\!I!~ lj) Il! T\en of !\!!1ho; "cod R'lM~ OJ 
8£1.\Irn \lIl CQ ml1llHI l:gujl' frr Wal~ f ~ nd Wa5!D!'m~' PW'SlI ,!!!!Jg S'.f!1Qi!. J67.0SI (tl{ t) fluliJilli.!i!LttlD 
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Issue 5: \Vhat i., the <lppmpri<lto;' amounl of 1("5l yt:ar revenue'? 

P..cliltlina~' Hc(:ommcndati{)o : The appropriah: les! year rt""mllt: for Useppu i$ $ i 6) ,148 for 
·....aler and $1 55 ,029 for w3stcwatn. ( Uru('~ , Robcl1s) 

!ltdf AnHlvsis : Pursua11l 10 Audl1 findin t: No , 10. Uscppa n:cordd lOlal revenue of $164.926 
for water and S 153.202 for wastcwall"f. Th~ staff IIl1dil0r incn:ase-11b~ le~t year revenue by $222 
for willer find $1.827 for wasteWater 10 renter annualized revenue based on the cxislrng rates. ,'\s 
a result, sllitr reC()mml:nd:s lcst year revenue of $16), 148 f()r water and $155,029 for waslcw:i1er. 
Test year revenue is shown on Schedule Nos. ].;\ and 3-13 The rclaH:J adjustmcJlts are shown 
on Schedule No. 3-e. 
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hsuc 6: \lI.'hat is lhe appropriate anJount of lest year opet<lting expenses'~ 

Prdimi.nao' Rceommendlltlon: The appropriate amount of oporating cx~nsc lor Cscppa is 
$173.1 97 for wnter and $160.4J5 fm waSlcwaler. (Roberls) 

Staff AUilJYS1S: Uscppa recorded upcm!ing eXfX:nses of S161,l45 for water and $160,220 for 
waSle\.vater Juring the test yem ended June 3D, 2011 The tcsl YCM O&M expcllsI!S hal't' beef) 
reviewcd :lnd invoice . cam:eJed ch¢.::ks. and othl'r supporting Jr.>cumcnlUlion hove been 
t'xamined . Staff made severel adjustments lU Ihe LJtilil)"~ operllling expenses, a~ SlImmal'i/.t'J 
helow: 

§aJurics_und Wages - Emv.llJYi:CS (60 J no 1) - UsepP<I rcc(mkd salury \:x;x:nsc of SbJ.US8 for 
"valer 3ml $57,028 for wastewater. During a portion the test year, tn.: U trljty '~ sccrctari(11 <HId 
trainee rx).~itions \\<I~rc \'acant. Useppa ha~ filled the secn:larial position and plan$ to t111 th~ 
lrainee p~HiLi()!l. SwJfhas increased this .::xp(!nse by $3.492 for WlIltr and S3,286 fDr \\i:lstewaler 

\() wlnuali7.\! lhc 50l1arics of the socre1anai and Irainee positions For purposes of the Sta!f Rcpon. 
slalr is rt:('Ommending including Ihe salary of the train<'e. However, irthe position i.. 1 no! filled 
hy the filing of the final rccommendntion, staff will reCOmmenD tht' tminet: position be incluJ(:d 
as i1 P!'O form,i cxpenst: in Phast; Jl, \\'hcr(!by. the Utility can recover the cost once it tilb the 
position. 

In addition, staIr hilS decre.ascd this expense to reclassify the wntracled operutor C()StS to 
conlrac.nwl servJct's in the amount of $6,713 and $477 for water and wa~lcwater. rcspcclivcl). 
Based un the arnlVe, statT h<l~ decreased this expense for \~<Jtt~r by $3)2 1 :md incr'::lSed tht.:! 
expen5c for wOl,stewlller by $2.809, Therefor",. ~:affrccorruntnds salaries ;md wages empl())'t'e~ 

expense for the leSl year of $59.837 and S59,837 for waler and wastewater. respectively. 

fuJ lp!.!>yee Pensions and Bencfils -" (6041704) -- The L:tiJit)' recorded employee pensions and 
benetits of $2,637 fo r water and S2,496 for wastewater. PUrSU(lllt to Audit Finding No. 24, 
Uscppa did not recognize or allocate ()II of lite Common co~\s from Useppa Inn and Dock 
~ornp:;my, Limited (Useppil Inn), a rdated pari)'. II is theppa lnn' ~ policy to pay h~!i of the COS! 

or employee's he(lllh insurance. The health in;;;uram:e CO Sl is $4.322 for ach ClIlplo) ~~ or 
.$IUi44 for both the Chief [ x'....:ulive Oftlcc (C1;O) and ComptrollL-r. The ('1:0 and 
Complroller', sol<lTies fir, ;:Jlloalted III l5 percent 10 Useppa Bao,eu on this aJloclHinll. the health 
insHrance should be allcK-aled at 15 pe.rl:CJlI to the Utilit). The:'\.'!'~'rc, stnff inm:.t1~eJ "'!lICr and 
w<.\stcV\"aler :;,H:11 by S648 IlS8,644· J5%)12J to rdkcllhe health insurance ailocltion. 

:\l~o, Ihe 40lk profit-sharing plan Vvas not allocated 10 I.Jseppu. The 401 k profit-sharing 
ph.1\ should be' :lllocfl1t:d basc·d OJ) the pcrccnlagc or salary allocilted 10 the Lit ilit )'. The Util ity 
f\.l,mager and Comptrolkr's 401 k profit-sharing costs an: $650 aniJ $l.J 31. rcs~cliwly . The 
s.alaries ()f Lhe UtiliLY :vtanager and Comptroller are alloccllcd a{ 90 perct.:nl und 1:\ pcrc\:lll, 
resp<.-<:tively . Staff ha!l incre<lst:d lhe water and wastewater pt!rL~ion .;ox pense by $397. 
lI(,~650·90'}i»+($I.)} 1* (5%)J'2] 1.0 rcfl~t !he 40 I k profil-~hflring cost ullocU[tU (0 Uscppa. 
StUll recommends employee: pension:> ilnd benefi1s expense tor Ihe test year or $3.677 fOT waIn 
and $3.536 t'Or waoitewatei'. 

ht-".hascd I'ower (QJ517 15i The Utility recorded purchased power eXp{,rbt: or $]2.[)]7 ((if 

water and $13,763 for waste\V3ter for the test year. In llc(:{)rdancc with Audit Finding NQ. 20, 
l!:wppa's purchased power txpens\! was lJndersHII.ed by SW6, based vrl th" Utjlil/~ purch'l>nl 
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power invoicc:s . .I\~ sll~h, stafr hHS inm::as~li purchased power by SiS} each l"or water and 
wast.:watcf. /\!sl) , ;;wlT hus decreast'cI purchased PO\\·cr by S1,834 li)T water ilnd incrc;!,.;.d 
w(lst.:'wmer by $1,834 to renet't the appropriate purchased pow~(' expens(: pef system. Dased nn 
Ihe above, the purchased power expense for the '.C!lt ycar :s $21.136 Jor watcr and S 15.650 for 
wastewater. 

f ill;! (or p()~yer ProdunioJls (6 J 6.'7 J61 - Ust:ppa recurd(:d pur<:hased pO\l-er ex pense during th.: 
le: t yeAr of S9 each fOT walCT llJ)d wastewater. PUIsuam 10 Audit Finding Ko. :2 L the t :ti li l), run,. 
iTS generator once a w('ek for 25 minutes . The fuel COS! for Ihe gener<lll1r i~ $1.354 Jlrlnui111~ . ,\ , 
of the test year, IJ"eppa had HoI been billed by the vendor . Therefore . staff has incrc;;scd 
purchased power expense by S66~ [($1 ) 54-$1 8V21 to refkct the generator fuel for the t\~st ycnr. 
As a res ult, staff recommends fuel fOT power production expense for thc test year of $677 eaeh 
for wal.':r lind Wf\SleW1Her. 

:\tlltt.rial UllcJ_ S\lPp!il.~ (62Qi720) - The Utility rccord~ material:; and supplic~ c.xpcnsc during 
rhe test year of $4,402 for water iUld $) ,195 for wa:aewater. Pursuant 10 Audil Finding No . I. I, 
USCPP-I\ replaced a hlower pan that was recorded in material and supplies, but should hav(: betn 
Cllpit(1lizcd to planr. As slIch, £lsl1' has decrcDsed wilstewater material and supplies expense hy 
:1;298 to capitalize the hlower parl to plant. Therefore, staff recommends maLCrial and suppli<.·s 
expense for Ihe tesl year of $4,402 f(}r wllter and 52,&97 ($3 ,195-$298) for wustcwa\cr. 

Contractual Servi~c~ - ProfessiQ!l1'J.-16) 11731) - The elilit)' recorded contractual scrvkes 
profess io t) 'll expens¢ dllring the test year of S3,989 for water and $10.350 for wasteWJtel'. Sla.tT 
has made (he iol lowing adjustments to contrilctut11 sen "ices - profess ional exp¢ns.:: 

Table 6- l 
_.- - '-'--' -, 

AdjlJ~lmC!)l D'ncrip!iol! w~ r }i;j!sl£lx!uer _I._- ------ - ----- - --­
1 R~mo,'e oerrninin iI1l I.:.::il:.:.e=-d.:.:lo:..=r-=.o!.:ie-=-ct,--____---+----,(-=-S1::;.=-2::..39,-,)-+-_(:..;$-=.&",,6.00)COSt !hllt ih OU!!~~:.:.=

r-=-2,-.I--'-'R.:.;eco.:l~.s.if\' §!Iurdat,'~w~!r phlnt op'~_ator "'om ACC'I . 1-;0 6ill _--+-1 5,:'t>6(j0 0 i_

3. 11K1~eJ~ro !bmm inm:us(' for cost Pe.~_!O ISIDlld b ra!or . _ _I -. ... _____0_ ' 

~ . ' 9Sl 417 

5. ~eIlNt..p!oJI)~~~. am()Unl of Ihc_ p.~n.~lljle~a~.or~3!.ca t!2,!1.~~c 091 498- --- . ~ 

6. Ret1cC'! IT head ' 'ol~ncrs ~lIoc,mon .._.__..__.._:.::.:...-----­
Total -------- . - ­

Staff s net adjustments 10 conlrnctlllil ser~ic",s professioni11 exp",n~", urc tn incr.:ast' Ihe 
amollnr for W(ller by $6,993 and decrease me amount for wfIS:ewmer b)' :i:7,06} . SI<lff 
recommend!; contractual services - professional cxpcnst' of $10,982 lor water and t3)87 fl)r 
waSTewater . 

COI)JraCflltlJ Services - TC~ling (6351735) -- Uscppa recorded contractual service;; - tes ling 
expe ns<: during the test year of $1.6 I 5 for water and $9.967 for waslt:wntt r , Staff increased Lili s 
cx]Xnsc hy $1,547 for water and dc.crcased the wastcwater cxpcn:!i ~ by S213 10 reflect Illt: 
approrridle amount ror annuu) te sting. Also. SlUn- d';c lcascJ this ~'\pCIl~C by $548 for \-valer and 
$3.798 fur was[ewalt:r lu reclassify 1l11nspllrtalion expens(: to thi: appropriule an'Otmt In 
addit ion, "tafi' incl'I:n."cd thi s ~XpC!1s.e by $677 and SI I J to include Ihe pro romla expense 
asso<.:ialed with the 3·vear t(,'>l ing. tl) water and waSlcwalCr. rcspecli\ ely . Furthermore. Sl;l:l 
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incrcas..:d the expcns.: by S156 for \-vater In reflect mis~cllancO\JS lcslin~ done by the Utilit), in 
the lest y..:tlr. Ba<;ell OIl the above. the appropnu\\! comnlctual sCTvict:s - \c$tlng expense is $3.447 
for water and 56,069 for wasrewfltcT. 

Rent Expense (640n1QJ - The Utility recorded rent cxpen .~e of S8.450 each for water and 
WU$!cwa!cr. In iL'i last ralC case. Cseppa was approved lor ITnt C>'ptTISC in the amount of $4.1\00 
each for water and wastewater. Statlhas indexed the rent expense approved in Uscppa'$ last rnlC 
ca"C'. This results in r~nt expense of $5.128 eAch for waler and wa;;tewaler Therefme, stalT has 
dl:Crcasl,d rent expense hy $3.322 (S8A50·J;5.! 28) ellch for water and waslewal~r. slan­
Tcco-mmcnd, rent expense of $5.128 each for water and I'I'-aSleWalcT. 

'Iransp(lr1:l1ion_Lxp~T1'>" i6S1)1750) - Usepp,) recorded IranSpOrtiiliurl expense dUTIng the teSt y.:-ar 
of $4,453 lor \\-<ller and $3,941 for wlIs!e\\aler Staff has made thi': lollowin~ adju~tmtnls 10 

tr(\nsportation ~xpense: 
Tablt' 6·2 

SlaWs nel adju~trneJllS to !ransportmion expense ar~ 10 i;-1crcaS{' the ~xp¢nse for Wlllt' r by 
$9567 ~llld by $I}, 112 for wastewater. Stuff n.x-ommcn<is transporlalion expense of $14,020 for 
waler and $17,053 tor \vii$lc\\,aler. 

ln~llran(.:!: Expense - (655/155) - The Utility recorded insurance exp~nsc during the test year of 
SJ,638 each or both wiitcr alld wasleWater. Staff deCTCII:SL-J this expense by $628 to TCnt'<:\ the 
appropriate insurllllee CGst for !h~ reduced prc,mium, Thcrdim:. ~tarT n:cornmcnds inslJranct! 
\~xp'.msc for lhl! test j'car of$3,0 10 eat:h for wat\:r and W<lsltwater . 

&tll!l~!SU)': CommJssiun .Expen~~. (66506Xl - Uscppa did nor fN:ord any regulatory cornmissi(Hl 
,,:xpcnsc for the test year for water and wastewateT. The lJtili;y is n:q'Jircd hy Rule 25·22 .04()7. 
F.A.C.. to mait 1100ice~ of the CUSlomer mo.!Cting and notlces of tinnl ralc~ in thIS ca,e to its 
(.;uslom~rs. for noticing, stuff" has cstm)Jl~d $37) for rost<Jg~' ex po:.n~~. S 197 for pri Jlting 
expcns~. and $42 for cnwh>pcs, nlis results ill $612 for the noti<,;ing n:qllirclm:nl. .(l)(; Utili',} 
paiJ a $).000 rdte caSt' filtng I(;c. Pursuant to Section 367J)liI6. FS. rat;: case cxpt.'nS'~ is 
amorli7£d over a lour-year perio·d . Based on Lhe ulxwc:;. :il<':IfT rcwmmend~ (owl nile (;a~ cxpen:,e 
of $1.612 (~612 - $[,(00). which runortiL<:{j over l\mr year.; is $403(1.612/4j. Therefore. swff 
recomrnemb regulmory commission cXlX'nsc or $201 eacb fDr water and wastewater. 

\-1ist:~1Ii1nl!olls ' )~nsc (675/175) - Tbe Utility recorded misccll<Jnc-l)u~ txpcnSl~ Juring lh.: test 
year of $:2.04 g for water and S3, '13 5 for waSh!"\'ater. Stat incrca<;ed the water WIU wastewater 
expO:Jl5e by $468 each t(l reflec\ th\: cO,1 of cle(lning. lhe office. In addition. ~ta(T iIKTt:<lscd thi, 
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expense by $228 each 10 rellect the c.ost for pess controL Also, staff increased this cxpcn~ for 
water lind \\'astew:\tcr by $ 139 each to reflecr the cost of Ihe lcased po,;tagc rnad,ine , Further, 
~laJf decreased the wastewater cX!Xllse by $2 ,oon to remove a DEP tine. Therefore. siaff 
recommends miscellaneOIlS expense for Ihe test yelir uf $2,88} ,md S2,nQ for water alld 
Wl1~leWKlt:r, rcsptx:tivcly. 

Operation and.Msli.ll!Snance Ex I;;n.se (O&M Summary) -- BilSeil on Ihe above adjuslrm.-nI3, O&tvl 
expense :;hould be incre~'I:l by $11,856 and $3,015 for wllier and '>vas(ewu\(~r, resprclively 
Swffs TI:commended uujuslmenls 10 0&\-1 expense are shown on Schedule 1\'os. 3-A and J-B. 
The rel<lted ildjuS'lments are shown on Schedule 3·e. 

Deprecimion Expense (Nd of Amortization of ..QAQ llli: Iltilit) recorded Jcpreciiltion 
expense during lhe test year of S 19,558 for waleI' tulU S19.24 7 for \\'ustewOIer, Swff h:l~ 
rnk'.lllllcU liepre-ciation l:xp<:nse using the pf('scribed rates ~et ['"l1h in Rule 25,30,140, F,/\ ,C 
SI(lff calculatcO test year depre.;;iatJoll e ,"pen~e of $1 5,655 ror \vater and S 1(,),g41 t;1r wust.;:watcr 
'hcrcforc, siaff has dcc.reasecl this cxp,cnse by $3,903 <:nd $2,406 for water :md W[l~ll-Wtltn, 

respectively. In addition, stElff h!\~ decreased amorti;wliull ur Cll\C by $.4 .431 fo r Wil51eW31er 
As fI result, slfIff recommends nCI depreciation expense or S20,087 and $16,84 I for water Ulld 
wa.,>tewntcr, rcspectivel~', 

, 'a; ' > ( her 111 1 II co e TO I) - Uscppa recorded a TOTI balance during the lest year 01' 
$20.21 J for wnter and $19,750 for \\:astew3Ier, Based on lest year revenueS of $J65,J48 for 
water and $ 155,029 for wastewater in Issue 7, staff hilS detcmli ncd that regulaIDry a).sessmcnl 
fh:s (R.A.F) should be $7.'132 for wa.ter lind $6.976 tor wast;;walCr. StulThas incrl:<lscJ TOTI by 
$24 (~16S,14S x 45% = $7,432) and 5.10 ($155,029 x 4 5°1" - $6,976) to relket the approprill\c 
RAJ'". 

The rrmoulII in TOT I included S 13 ,236 fur real and langihle property taxes (propCrly 
taxe~) , The Ulility's properly tax<: ~ art $12,585. The property laxes are split SO/50 between 
water and wastewater. TOTI should be decrr:ased by $325 [($13,236-$12.585 )12] each for \\ilLCr 
and wastewater to reflcct the appropriate propeny IfiX for ~hc tililll)' 

Sta1r is rccommemiing sahtril';s and wag~ of $59,83i each t'or water lind wastl:w,lltr, 
The corresponding payroll t.ilxes are S5 ,312 each for waler and was! t"\\o'm t'T. The l.:ti lity recorded 
$6.lll of payrnH la)(c~, SlatT has dccreasttJ o('llh water Jnd waSleWiller lOTI by $799 ($5,J J 2­
$<l,l ll) to re flt'-<:t the appropriate ruywll ta'l:cs. As discussed in Issue 7 .. test year rL'VC!llIC hi;lS 
been incr~~s~d by S17.048 for WaItT and $15.537 for wfI::;tewillt:, 1(> reflect the change in r~venu~ 
rt' lIuin:'d to CO\'tr expenses and ullow all 0PPOl1unity 10 earn tht, frcommcndt'd relllm on 
in\ cstment. As II re:,;ult, TOTI should be inCn'flS(!d hy S767 lor water and $6<N ror wastcwalcr 10 

rdkct RAFs of 4,) percent on tht: change in t-e\'enue , Thcrcfme, stafJ' recommends TOTT for Ill.:: 
lest year of$19.878 for wlIter and S19,355 for wnSICWlllCr. 

Operill jng ~;n$es Summary -nle application of slall"s recommended adjustments 10 

l ls<." ppa's lest year operating expenses l'esult in operatin!l expcnSl.:s of $173,1 ')7 for water an;1 
$160,435 for wastewaler. Opcruliag expenS<:5 are shown on Schedule 1\'os. J-A find J-B The 
ac.lj ';lstmcnt.$ are shown on Schcdule No , 3-e, 
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Issut' 7: Wlwt is the approprial<: rl'venue requirement? 

Vreliminan Recommendation : The ap?fopriale revenue requirement is $182,196 for watl'T 
and $ t 70.566 for waslew,ller. (Ruocrts) 

Sllirr Al)llh'sis: Lhcppa should be allowed an annu.1 l increase or S 17,048 (10.31 perce;!t) for 
waler and an anmla l incrt.:;!s-(; in wastewater of S15,537 (10 .02 perccnO. This will allow the 
l ltilif)' the OpPOl1lmity \Q re~(}Ver it~ "xpcn~'CS and earn a return oC 4.69 r~rl:(;'nt on iiS in\'L'stm~nl. 

The calculations are as f{)lIows : 

~t~ \V nstcwatcr 

Adjust.eJ Rate Dase $191 ,915 $21 (,,0(,9 

Rate of Return W % 34S% 

RCHIm on Rate Rase ~6,67~ $7.519 

Atljustcd 0 & t\1 Ex.pen.~ $I.H,5nO S124.567 

Dt:preciiltioll expense (Net ) ~O,O8 7 16,841 

Amortizati,)11 0 0 

Tax~s Oilier Than 111\;0111(: 19,784 19,247 

lm:mnc Taxes Q Q 

Revenue R~qujrcment SJ 80,110 $161(,174 

Less Adjusted Test Year Rc:wnlles SJ6.~... 4 ~155,O2.2 

Annuallncrcast' UL962 $J.llli 

Pl~rn~n( Incn:ase/( Dec rease) 9·%,?i t:!.8% 
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~: What arc the appropriate rat.: slrUClUre, for L:scppa 's will.::r and wastew;')tcr sy,tems" 

PreLiminllry Re.commcndalion : Thl:! appropriatc rdle stf'iICl\lrc for [he UIJ!ity ' , water and 
\" :1 tew"Ier syslen:s' residentiai and non-rcsidcmial classes is a continuHtion of the oosc facility 
charge (BFC }.'\lI1ilbrm gallonage charge rate structure. The Willer system's BFC cosi rrwn:ry 
should he ~et at 411 percent. The wuS,cwUlcr syslem \; BFC cost /X'covc;-r)' should be Sl?'\ <It 50 
percenl. Furtht!rmorc, Ihc waS1cwater gallonag<! cap should remain at 6,000 galions (6 kga]s). 
ami the non-rc::ndcnli!ll gallomlgt charge should be scl at 1.2 limes the corresp<lnding residential 
ch(\rge. (Bw(;c) 

Staff Anah'sis: llseppa Island's current rate structure for the WUh: r system'!> rcsidcnliuJ and nOn­
residential clasS\'!,> consists of J 13FC/gallonage charge rate slructun:. The BfC is $35,~4 ,mclthe 
galliHnge charge: is $6.33 Jl<:r 1.000 gallons. 

Slaffpcrlormcd J ck!mk<.l imalysi~ tlf thc Lltility's billing d,1ta in order to evaluate various 
IH' C C....S1 recovery percentages. usagl: b!od(~, .lnd U$:igc blod. mte factors (or Ihe re'~iclentiai rate 
dl!.:>'. Thl' goal uf the <.;valuHtton was 10 sdcct the: rale design p i ll :uneh':ls !haL I) allow th~ 
utilit.), (0 re.::ovcr iis rcnnuc rcquin:mC'Dl; ::) equitahly di"trihlile cost TI'Covc'ry among Ihe 
utility 's cllswmers; and 3) impkment, when! appropriate. water cOIls.ervil1t'. ralc structures 
consistent with the Commission's g,oals and practices. 

St31Ts analysis inJicates thul Ihe overall aVL-TIlge consumption is 5,600 Ballons (56 
kgals) per month, Funhermore. the cu~10mer bll~C is very scusufllll whcn:in 52 pcr.;cn\ of \h~ 
bi lls n;prcscnt consumption lit 1 kgul or k 3 S and 65 pCTlocnt of Ih', bills ,l!~ for consumption o(,:l 
kgals or less. However. when ct:Slumc'TS (lre in res idence, the avemge monthly consul1lption 
tlgmcs arc signili(;1lJ1tly different. Additional an<lly~i;'i indicates that for CIIsh)l1lers using grealer 
than 3 kgals per month, the avcmgl! consump:ion is 15.(, kgal. For the I 0 Pl-'IT~nt of bill s 
c.apfurcd at mouthly consumption of ] 5 kga] or grcl\l('f. [tver.:lgc consumpti()n approximate-I)" 
duubles to 29.6 perecnt. . 

CSt;p;~a Island is locatet.i in Ihe District. In rt;cent years, th~ District rnjLllreS Ih~, 

Implementation of an inclining hlock r;ltc structurc. However, iltcording to the Urili!y's W31er 
use penni! (WUP), the District does nO[ require: tOc Utility to implement un inclining bl()ck r:lIcs 
structure. Furthermore, the Cscppa dmw, from the JI,'lid-Hawlhom il\,uifer, whose waleI' qualit) 
js 1101 fresh but saline. Despite [hi' high mOlllhly average consumption while cllstomers arc in 
residence, Sluff recommends a l:Olltinlll1lion of Ihe 8~Cl g.:lllonage rate stTu~turc.. rhi~ 
recommended rate struemre is considt~rl:d cOllscnation-oTienlC'd b,' CilUS-C biils increase .1; their 
con~limr\.ion incrc!l!'c . 

Slaffs r.:comm.:ndcd ralC dc~ign for the water system i:; sho\-\n on rilnl~ ll-l LHI [he 
lollo\\>I/1g ptlge . Staff ill$O presents two alternate; rate structures I() illustrate olhc-r relOVtr) 
ml;thod(, .')gies . 
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--- - .---_._ ­• _.J... _ 

VSEPPA'ISLAND el'lLITY, INC. 

10 

STAFF'S RECOM!'.'IENDED A:."lD ALTER~ATlVE 
WATER RATE STRUCT RES AND RATES

E_~""" i" ,,,,,,,rt ,., ..... 
· tt~: -=L . -_---

_...-
Rrcommcnd.,d Rllte Slranure ~ni/ NUlL'S 

~'omhly 6FC.' MOlllht}, fiFC' 
umform kS<l1 char J!,c uniform ~!?'ll ~i1ar!l~ 

liFe - 50% BFC - 4~% 

m~· -~~-~ - - - $3 5 24 fife sn 8~ 
$? lCl~.I~ • :;633 Al l k~!l ls-

r------- I 

T'I' p jr.!l1 Month l¥ ii'ilb (I) . 
--' 

f---. TYlllt ", Monthly Bms 
-- --

Qmj. ( K.~ 1J D2!J;u:.1!Mli---
c.L $35.2·\ 0 S)1&2.- -1 $41 .57 I $44.92-- --.. --

3 $54.23 3 
5 

559.12 
5 S66Ji9 ----S73.32 -10 $98 . .>4 10 $10882r:w-- $16 ! l}4 20 $179.82 

I--- - .-. -- - -- . ~ ---

! 

I --- I ...- --_.-
Altrrnach'e I 

"'-='- - ,_ .. ... -. 1\ It f,(l!RIi"e 3 '--,-. 
MonlJ1ly BFC:' 

Uf"runn k "I ~h"rg~ 
UK - SO% 

B'i:T 
- .-

__ _TVI ieal Mon',hly Hills 
COIlS1.~1j 

... 

0 
'f ~---' 

- - -- _. 
--• 3 - , -.;.,- :,-.. - ----r-:-- S ~J~6:.s. 

.. - - -
BFC 60·,. _ _ 

S39.39 HFe 

,,,tr,,,,, .",""~ 

All kea ts 

\-tonthl" liFt' ! 
I -r ,OJS4-$683 ' - ' 

-AiTke~h _=-:_. 
._._ _- = s~ .'16I 

~---
I. -- Coos L(i!.all- - .. 

$39. 39 0 
$46.12 . I 

I 
t59.'SF j 

T"l!iC!1 Munchl) Hills ! 

- - --- --
- -

S~·7-D 

$5 2. 73 

$ 10 1 87 

$ i S6 ~ 1 

Currently. the UTility's estimateu Jixcd cost rc:prcscms 50 po:rcent of {he lOull reVCTlue 
Tcqu.iremem. 1'11; Comrmssioll Iypically ,cIS the BFC cost J'e(:ovcry no gn:.ater than 40 percent. 
[11 n;ccnt ClISt:S, when a cllstomer base is seilsonul, the Commission has set the BFC cost rcco\,\;ry 
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greater thurl 4-0 percent~ In this c.ase, staff recommends that the 8FC allocation be sel 01 48 
percen!. This allows the Utility sufficient cash flow to cover fixed costs and rninirniLI': (he r,)tc 
impact while the seasonal customers art out of rc,id.:ncc. Funhcnllllre. wh~n custQllli:r~ ;HI: in 
resitknc.:e. the n:wmrncmkJ BJ1C allocution wil! target thos\.' cuslom':TS with bigher usage. 

Finnlly. us uisl:u;,sed ill Issue 7, staff rccommt"nds 1I Phase II fCvenue requirement 
illcrcas<: associalt'd witJ·, proforma plant improv(:rn"'nts. Staff recommends thai the BIT 
nHo~'aliori fur Pilfise 11 rEltes be ~et al 48 percen!. This will result in r'hase II rates with;J BFC (If 
$38.28 and n gallonage churg,e 01'$7.19. 

Ha~cd on the foregoing, staff recommends a continuation of the base facility charge 
(BFC)./['.a!lonage charge rate SU1JctUn: fur the U~itity's rt!~idential afld non-residentiul classes. 
Thl: waler :;ys(cm's I3FC cost recovery shollid be set at 48%. 

The Utility 's Cllm:nt rute stnlctur~ for the wastewater systc-m's residentiul <lila nOIl­
rcsldcllliill da.sses consists or <l monthly BFC/gallonage ch<uge rute Structure. 111e BFC is 
$45 .13 and tht' gallonage charge is $ 11.8 J per 1,000 gallons 

The es\imate,d fixed cos!: .. for the wastewater sY's\cm rcpr~scn\ )) percent or i~ revellue 
requirement . This OFC coSI recovny E~lIs within the Commission's pradicc of !:idling the flFC 
ailoc<ltion to al Icast SO percent due to Ihe capitfll jntensive nalure of wnstewaler plants . In this 
case , SllI]'r bdicvcs it i~ appropriate to incre.ase ,h~' BFC cust rc·(;(Ivcry 10 6U percent due to Ihe 
Utility'S ~easofUll CU~lOmer base. 

Li~cppa's current \\'t\SIICwnter ga llonage cap is SCI II! 6 kgal~ pt:r month. It IS Clll11mi ~~ i oll 

practice to 5<::t th~ r",sidenti,,1 wastewater gallnnllge cup lit /I consumption level equal III SD 
fX.'r(:cnt.~ The r'najority ot'the wflter consumption by the customers (If Uscpp.u repmwnls outdoor 
usage. Staff's rev iew of the billing dahl cupturo:, 80 p,'rccnl of th~ reSidential gallons SD ld aT ) l) 

kg<ils. 111ereforc, since the mU,i orilY of the water consumed by [he customers represents oUldoor 
USIlg.C, :.'tUff belicvc~ il is uppropriate 10 maintnin fhe (, kgal cap. /1.150, SlHff r"commencts Ihnt Ihe' 
n'..l!1-rcsidentlaJ gallollsge charg~ be ).2 times greater than the reSidential charge_ 

furthermore, as discus.sed earlier in this is~Ul" stalT recommends a Phase 11 rC\'cnul' 
requirement associate-d with pro forma planl investments. Staff rcc.ommcnci, ,htlt ;hc 13FC 
allnc<Jtiol1 for Pha.~e II rates be set at 60 pef(.:~nt to comply with Comfllission', pm(:ti\'.e of swine 
tht:: fiFe allocation to at least 50 percent due to the capiwl intensive nature of waSlewa(cr plant , . 
This "ill n.~ult ill Pha.~e II mtes with a RFC or$57,71 and a gallonage charge of$12.R9. 

, S"e Orll~r Nos r>5C-II-OO I~-pA,", \\-'S, i s~ucd J,lnuary 5, :!OJ I. ii' ])ockel No. (f"')05 31, \ ..... . . It' ct· ,\ppljcmion for 

.&,,()~J._ ru.lL' c .aK_~l_l:hghland .;.Cou.l!.1Y byJ.akf PlaCi d Uli t,ric<. Inc. PSC· J1 -C\436-PAA -WS. i,sll,'d 
S~PI~I (: r ~ '» 20 11, in Docket :-10. l00 17::: · WS, In re: Apphculion lor Sla li-u,sh tc J rJl(' ~">< ,n M~""' l ec ('oull1Y 
I:>y Ilc4the.r Hills Esto[c~ Ulilitie$, LLC 
' X~ OrJer Nu>. 12350, I~su"d Aug usl 10. 1983. In Dockel No 8?00~J·W". f~ I', ,~PIlI ;f "!;Qn QfSncoa ' l UI,!il ,,!, 

h!L.furJl!unggse ill ",'l!ler ~ r.{j W~~[ seryi,c rille. Iu 1[5 cu.>ttWlliU!l ;;lll1p.el;h COI!V.1:t~.; PSC· 11'{) .' 
PAJ\-WS. i55lI~d January S. 20 I, In Dockel No. 09053 I ,'\\>'S, In re: ~!"n for su.ff-H,SlSled r[lle ca.s~ III 
tl lshl.1nds CQunt,· by ~~.VJdHi e~, In c. 
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SUlITs ft."(:ommcndcd nile design ror lhe: WI1!lll'waler syslcm i$ :ihown below 0[1 Table B·2 ­
Sluff also presents two ahern-ale rate structures to illustrate O1hcr rc-c.owry melhodologies. 

L-- .-~. 	 --.-I~"" 
1==== USEr+~ ISLAND LTILlTY, I.'~C. 

STAFF'S RECCn1MENUF;J) AND I\LTF:RNATIVE 
WASn-WATF.R RATE STIWCTURF:S AND RAn'S 

, T ' .. I 
F=- .--. ~-
_ ., Curren! Rate Structll~ R.d JUTrS 

MonThly BfO 
umform kg~1 charge 

fife - 51 % 

HFC $45.13 

All. "gals :5 t4. 17 

uniform kga! charge 
BFC ­ 6()% 

BFC $52.06 

All kl!ll:.::I$_ _____+-__-"'S.;..I1;.;..':..:16-1 

l'voical V1O.f1tbl~ ailb 

0 S~~.06 

. 1!P«:3J Mont"!" lJi!!s II) 

~(hglt !J i~ +=o 	 SI S !' 

R~·comn'r ..dt"d Rate Structure andRa'e~ 


Monthly BfC.' 


I~)I-__ " _.~ -, --- . __ ~3::-:C::(~ I t:,':"I;.;.-_-_-_-_-_-_-_-_-~-_-_-_-_-_-_-_-t;_-~_-_-_~7SD"..-:-:::-c3:8c=1~- -_-7.-:::S-:-:-'-:Cf' . · ~~~
'-"-_ __-+_ _ ____-:-~M';: 6.1 _ .r-::..3_______ ~+_-___:o=S.::..8:,;.7:..,H"-I_ 

,-L-.- I _ ._____S3..Q: ~1--!-6_ ______ _ _ ~-,__S:-I..,..21:_.(-:'2--t 
_X _ _ _ 1----- - - - _ ~ ______ _ _ -t-_ _ .b-"-l2__ S 130,..;.!....;-;-S -"-S.;.;12"'2'­

-----'--- --- ­
--- - -.-I-------- - r-< - _.. 
!=====."!~I~:.:.r~na='=iYC=:::1= . ---t=t:==-.:.... _ _ Allrn~lh·:~L.=====j= · __ =.::

\'f nlhl)' I:fFC! Monlhl>' ore· 
un; cor 1 kgal ch~r~~ uniform kgal charg( 

BiT -= 50% 	 src - '0'" 

o~-===F~~~_=_~: .1 5=i=+jj;..::~~ ,'J $60~~~r\..:':' . = ~~~~~~S4~3~~ · (===- .. ~ 	 7:1i~ls _ ., ,_ ~ - $ 14 $8 I- -= 1!·7-.n · '~_-- I ___- _-S_82~_ A SB!!-;-ls-- _-==_-!-

--;::c-; . Tv; ic~1 ~1~~t"Jy llills Tvoiral Monlhh- Bnb 

~( ~<ill_1-
o 	 S-13 -;< ~ , 


S ~8 .3 3 I 

L __ _ _ , _______-=::::$8;..;/-':: 9 !._,47­

..I______ ,~!31 2J 

..- _ _ _ _ J .!lI_21 1_ 

o 

.--,.l___ 
/)

1...;.8___. 
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Based on ,he foregoing, slaff recommends thnl the ftpprllpriilll: rnte STructure lor the 
Wl:lsltwalcr system's rcsiuenti,i1 iII1d non-n::~iJential ciass'.;s is 11 continuation of the mOlllhly 
BFCiunifnrm gallonage charge [;11l: structure. The currenl waslcwat..:r gallonage cap sfwlIld 
n."nluin Ht 6 kgal.s per rnonlh , The !S~n~ral service gallonage charge should be 1.2 times greater 
than thl' rc~idcntia l charge, and (he; ure c0s1 ro:cO\'cry pcn;\:nlagc for the wil.Slcwilter system 
should b<! S{!t fll 60 percen!. 

·21 . 
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~: Is J. rep res ion ad,lu>trlK'nt appropriate in this ~u.~c'.) 

j'rcliminao' J~ccommendil'iol!: No. [l rcpr(;ssi(}n ~dJustment i~ not appl'Opri:.l l(" for l.'s<'ppa 
Ilowrver. ill order 10 monitor the Clree\ rl'slliting from the change III rClenu e. the Iitili l)' ~hOldd 
prepare monthly reports fo r the \\'tHer sysl.cm, Jetail ing the numbcr of bills rendered. the 
con$umprion billed, and N;V\.-'TIUe billed . Th: reports should be provided to starr In add ilion. the 
reports shc)uld be prepared by customer class und meter "i/.c. The r~rons should he filed with 
stafr, on a semi-annual basis, [(If a period of two ycur9 beginning with the tirst billing period 
:liter tIll' approved ratcs go imo effec!. To the extent the Ulili!)' makes 'HJ.ill~lmcn!S to 
consumption in any momh during tIlt; reporting period , the Utili!), should be ordered to file II 

revised monthly repOTi Cor that month within 30 days of flny revision. (Bruce) 

Staff AnalYSis: As mentionlxi earlier, the billing daln indictltes that there are customcr~ using 
well above average consumptIon where 10 percent of the customers use 27 jX'rccnl of the gal Ions 
'It 15 k!lilis fmd <lbOVl'. In a caSe slich ~JS this. Ihl;; Commission (ypic<lll y selS a rerm"ion 
adjustment. Ilowever, the customers ill this service area are \'cry all1uC'nt and mlly not respond 
as rcadily 10 changl::s in price. Therefhre. staD' believes ;.hat d rcpn:ssion <ldjLL~.ment i~ 11(>1 
warranted in this ca~e. \lonctileless , starT recommcnds that monthly reporl:; ht: p~pared ll) 

monitor L,",C el"fects rcsultint;, fi'orn changes in revenue 10 the wllter s)stcm. Th 5C reports sh,)uld 
be prc~arcd by customl'T class and meter size , The reports should be iiled wit h staff. on 8 >emi­
onnu,ll bllS is , Illr tl p.;riQ(j of 1\\'0 ytars btginning the first bilhnr: period arrer the approved rates 
tjo inlOefTt·cl. To the ext..:nt the Utility makes adjustmcrlls (Q consumption in any month dllrin~ 
the reponing periud , the Utilit), should he orct(:r~d to II ~c a rcvis-ed monthly report for (h<ll month 
within 30 days of any revision. 
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l~sue 10: \\'hat are the ~rproprillt.e flllcS t(1T Lscppil? 

Preliminary RcC'ommendlltion : The appropriate monthly waler and wastewater rllll', are 
shown on Schedule Nos . 4-.'\ lind 4-B, respectively. The recommended mIt's should b ... designed 
to produce rev::nu:: vI' S180, II 0 for waler and $168.174 for wastev.'aier, excluding. miscellaneous 
$ervice charges . 'TIte UtililY sh{luld file revised Lan!!" sh~ts and a prOpOsed CliSlomer notice to 
reket the Commission-approved rates . The approved rates should be d'kL·tivc for scrvke 
rendered on or after the ~lamped approval dale on the tariffs!1et:.l, pursuant to Rule 25-JO.475( I), 
1:, A,(', til addition, Ih.;; uppl'o\'cd rales should not be implc:mciltoo unlil slaff hras approved ~hc 
proposed customer notice and Ihe notice hllS been received by the cust()mers. The Llility sh{)uld 
provide proof of the dille notice was given v.1!hin 10 days {,t' the datt of the nOlice. (Bruce. 
Rn~rt~ ) 

Staff Ana/Vsk The recommended r~ven\le rt.'quircmcl11 is $180. 1 10 ['or the water >ystcm nnd 
$168,17,1 ['or tht \NUsl\:wutt:r sysli:m . There are no miscellaneous ~crvice charges ior lhe \vl 'lkr 

and WElstewater systems. 

Th.:approved rates should be effective for service fender~d on 01' after the stamped 
npprovul dale on the tanff sheet, pur~'Uant to Rule 25-30.475()), F.A,C. In addition, lil~ 

approycd rates should not be implemented lu)li I staff hIlS approved the proposed customer notice 
and the notice hilS been rec(,jvcd by the customt."T~ . Tht Utility should pn.wide pr()of of the dal<: 
nolic~' was giv(:n within )0 da)'9 of the date oflhe notice . 

II' tnc .::J'fectiv\: Jute of the new ra1es falls within a reglliar h-illinl!, cycle, the initial bills fit 

the ne\ mk m~ly be prorflled, The old charge shaH be prorcltcd !>u~ed un the number of duy:> i ll 
tJ1C b·i lIing cycle tx:fclTC the cfkcli vc datt of the HC\-\- r.ltC$. The IlI?W chargc shall be pTOIW, (,' I 

ba,<;eJ on the number of d~ys in lhe billing cycle on and aftcr the er,[c:(:\i~e dille of Ill" nc\\, rales. 
In riO (:\I:fl[ shallthc mle~ bl: dfr:c:iv{'! for ~rvice rendered pri,' r to the ,tllmped approval dalt . 

Based on the ,of(~going . llle appropriate rates for monthl y Sl'[ vic.: ror tho: w<lt(;r llnd 
W:lSlcW3Ier systems are shown nn Se·h,,-dulc Nos, <l-A and 4-0, 

~ :!1 ,. 
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Issue 11 ' \1/113t is the appropriate amount by which rates ~h()uld ~ reduced four years atkr the 
established e/'f(.'(:tivc dUle' to rdle..:t thl' r<'nwvlIlllf (he an'(\r\l~c:d rtHl'ca'>L: ~~: p('ns::;ls required hy 
Section 3670816. F.S.·1 

PreliJJlil1~n Rl'tomruendation . I'hc water nnd \\'as",wuter rall::~ should be r~dLlccd ~s ShtlWn 
on Schedule "os. 4-/\ and 4-L~. lu rcmoVL' ralc case expense grossed-up for ItA.h and ~rnortized 
over a [oilr-year perio~. 1l1C decTease in rates should become eilcctive immedi:llt'ly (Illowing 
the expiration of the f~)ur-year ratc caS\.: expense recovery period. pursuant to S':::dion 367.0816. 
F.S. The Utjlity should be requiTed to file revised tariffs and a proposed Cllstomn notice sdling 
[ol1h the loweT r<ltes and the reason lor the Teduction no later than one-month pTilH to the aCILlal 

dale of the rcquiJ'~d raw I'cduetinn . If Uscppa tiles this reduction in conjunction wiUl a price 
indcx or p<lss-Ihrough nile adjustment, separate data should bc filed ror the prit,c index and/or 
pass-Ihrough incrcase or decrease 3Jld the reduciion in the nltes due to the anlOrtj/,ed wle CflSc 

expense, 

Starr AllalYlii~: Section 367.0~16. F.S .. re<luircs lhm the rflles bl' reduceLl irnmedi<ltdy follu·...,ing 
th~ expiration of t.he four· year perio-d by the "mount uf (he: rak case expt:n~'e previ,.lUsly induded 
in Ib~: rates. The reduction will rclleel the l'l,moval of rC\,l:nu.:::s as soc iatc:J with thl' amurt;zl:ltion 
of rate c.ase cxp..:nsc, the associated return on worklllg capittlt, and the gross-up fur RAFs which 
is $211 eflCh for W-atCT Hnd wastcwnte:r. Using. the Utitit)"s current Tevenue, expenses. and 
~'U$tomcT hase. the l'edUClic1n in Tcvenue will result in the rale d<:L:rcll:'>c shown on Schedule ~os. 
4-"'" and 4-13. 

Useppa should ~ required to fi~c Tn'is-cd tariff sheets IlO lot'~r thar. une-1nunln prior 10 Ihe 
Jctual dale of the rt:Illlircd rate r.;:duction. The Uilil)' jl !:>o shuuid b~~ required to file a proposl'd 
cllstonU!f notice stfling forth the !cl\ver J'al~s and ihe Teason for lh<:! reduction. I t- Uscpp~ filcs this 
Tcducti(':] in conjunction with i1 pTk'c index or pass-ihmugh rak [ldjuslmt:nL s<:,par:ilc data should 
be filed for the price illde" and/or pO~$-thn)ugh in~rc!lsc ()r decrease and the reduction in the rates 
due 10 the ::unortizcd T(ltl' case <!xpc:nsc. 
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Issue 12 : Should Ih~ Commission approve pro f(mOll items for USCPPll, and If so. wb,l! is the 
appropriate return (1) equity, overall rate of relum, revenue requirement. and dale /i")r 
implemenling the nt:w rates') 

I'reliminarv 1{,'commMda!ion : Y('S. The Commission should approve El Phase II revenut! 
r-equiremenr ass~"lCi:lted with pro f<)rma items. Useppa' s approprialc ROE should he I I. 16 
pi:T(cnt with 3 range of 10.16 !o 12 .1 I) percent. The appropriMc ovemlJ rIItc (\f refUJIl i, l8f! 
rerccnL l'he Uu lity'" Ph,1!,e II revenue requirement is $11)2,297 for watcr and $185,594 for 
~~a.ste\\alCr which equates 10 a 1.21 percent increase for wakr and a 10.36 pcret:n1 increase lor 
wastewalC"r over Ih{; respective Phase I rcycnue requircmenlS, lJscppa 5huuld complete the pro 
li)m11l items within 12 months of the i$smmce of the consummating unlt'T. The Utility should be 
allu';\·t:d !o imph:mcnt thc reSUlting rateS unCI! th..: pro forma item~ have been completed and 
documentation provi·ded 5howing Ihal all improve-mcJI!:> havl: been made to the system. Once 
\'crifit,U, the rales s hould be cfkt:!.il'c ror service rcndered 011 or Jfter the stamped apprlwal datl: 
on thc tarilT sheets. pursuunt LO Rul e 25 -30.475(1), F./\.C. The- rates should nol be implemented 
unlil notice has tx:cn received by the customers. U:t.:ppa should pr()vid..: proof of the date ll()ticl' 
IViI.S gih'() Within 10 days of the date or the notice . If the LItili ly t'11('oun!crs any un fClrCS('t!1I 
events thai will irnpcdL: the cOlTlpktio() of (he pro f{lnn" it,:ms. thc Ltility sho ld immediately 
notify tile Commission in writing . (RotJ.:ns, Simpson) 

Staff' Analnis : The Utilit), requested recognition or aJJilional pro j(J~na pll1nt items that i, 
imends to complete. The t'ollowin~ is a chart surnHllld zi ng thc pro forma plant i!cms. thc ~(l ' 1. 

and ~lilrr ftt:ommcnd;:d Irellllncllt: 

Table 11-1 

$ 14.200 
$98.2UO 

I l.;ig~_n~c; _. - ­ f--­ - --:--__-+--------,,-;:--,~ 
· 3. l.k-cp _\\~ell Testing - Wn~lewate~. _ -+______-'$'-S_.)_-6_8-+,____ S8568 

I 

During the 2009 fL'rJ(:wal pr(leeSS l'or Ihe \'lir!stewatt:r permit. Ihc Lti1ilY proposed 

installing Ii Class V inj tion wdl 5ySlem and suhsequctltl y iDi;,ated thill process. rh(,~ inj",r.:tion 
~.,.dl sysrt'm ;md the CllSl<; associaleJ with <,quipment and laoor to retrofit the RO unit for higher 
recI)Very Sh{>IJid be c()os.idered in this rate cast· . DLP hi:; appr:wL'd Ihc I:x plorutury program to 
Je~L'rmint.· whether a C!as!i V Injection wdl system should be inslalkd tc' allJre,s till' 
8,rC)lllldw31er prohlems assoc)areu with Ihr.: \{() c:onccnlr<iltt ...\ 1,1), lh<! injc,·tion ,,,:11 will rC~lIj rc 

annuallesting 111 the amounl ofSH.561l 

Ihe Uti lit)' has rcqUl:~le~ [i1(lIthc ~:ost associated with tht' in,tatJmion of rhe in.icction \~cl\ 
system. the ctjuirmi:!nl, :.mJ labor to retrofit the RO \Jllit for higher recovery, lind the Injection 
\wl1 tc s,ting be includeu IJ1 thIS rak casc o Staff hclicvcs that Ihc~c pro lorma pbnt ilems ;Ire 
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rCflsonabk tlnd prudent beca\lsc it would allow the Utility to irnprovt" i(s quality of scn'iec and 
met'! re!lulalory staIlilards. 

Swff is r('commending () Phase II revenue re(luiren)t'nt as.>c>cluted with th,' pm forma 
plant items !"(.,r a number or~asons. I:irst, it assures that the pro forma items \Ire complck·d prior 
10 Ihe Utility's rc\:Ovcry of the in\'estmcnt in rales. [11 the f!'>!,(, ther,- hilve bt:c'TI instancc's when 
the CommisBion approved un incn;;jsc in l'L"Venue requirement associated wilh pro fOnJ13 itclllS 
only to have the utility in queStion filii to complete the pro forma investment::>. In lHldition. 
,lddressing the pro formll items in a single case saves additional rOltc case expense to the 
customers becaust.' (he Utility would nOI need 10 tile another rate c~se or limited pro-cecding tv 
!jeek recovt:ry for these items. Th.: Cummission has approved a I'Il"s!.:-ln appro:leh in Docket 
I\os . O(}(}On-WU rind [OOA71 -SU.1 

111(' U~ilit)"s Phase II revenue reqUlrernenl :shoulll be SIR4.~63 for w:Hel' llnd $189,198 
for wastewlllcr. \ ';;cppa ~houJJ (;\Hnplctc the pro fomla ilern.s within 12 mL' l1ths of the ;';suance 
of the Consummating OrJer. Phase II rate base IS shown on Schedule 1\0$. 5-1\, 5-B, anJ S-c' 
The capital structure for Phase II is shown un Schctlulc No, 6. The revenue rt:qll;n:rnent i~ 
showll on Schedule Nos. 7-A. 7,B, and 7-C'. The resulting rllt~s arc shown on Schedule Nos. !l-I\ 
:md R-B. 

Useppa should be required to complete the pro lonna items within 12 months of the 
i:;"llanl~e of the Consummating Order. Th.: Utility should also be rt:4l1ireJ 10 submit Ii cop)' of 
ihe final invoices ami cancelled checks for alJ pro lorma plant item~ within 15 duy~ of tho: 
,:ornp[ctioll . TIle Utility should be ,,!l,,'wed \0 implement the aho\·e mtes on\:c till pro fom11l 
items h,we b(-en wmpJcted and doeulllen!<llion provid~'\.l showing that the improvem'~rlLs have 
b(,.'.:n made. Once veriGed, the raks ~hould be effective for servIce rendercJ vo or afl-:r Ihe 
Slumped appro val date on the larin' shed, pUfsunnt 10 RI!lt> 2S-JO.·P5(1). F . .'\.C. The rates 

should not be (mpkrnt'ntrd until n01i c.e has been received by the customers. Useppa should 
provide proof of the date notict was gi\'en within 10 days of the cmc oj [he no[in' . Ir the l .l lili!y 
enCUU!1t-crs any IInforeseen "vents Lhat will impede the completiun of tht: ;:>1\) r\J rm~ items, (he 
Utility ,hould immediately notify tht CommiSSIOn in wril ing. 

Sec Oro('rNc" ps.c·o9-m IO-P'\A.WLI, is) ,, ~J O("lohl'< ~~.l()Oq. H1 Docke! No Ot)OO ; ~ · WC. !JJ...rL'\ppli5,J pon 
Il)r , lu rt -lI;;m;m.mr C)1S ~~ounr\' by Keen S~te~ I{ell}a 1 L l!lliU:! lW!f:h.!D.£.: Hnd PSC· t 1, 04~·P I' I\· S ·L.· . 
i ;sul'd (kwh':r ', lor I. in !X>c·k, I l-. ". ' ()1.P7 1- ~ L •.l!J..ll: ' App/ ic aliq l\ tc' , {IA f(-J'~"l cJ r,'lc_ ~',,,c i ll r-, 'lrJ!"l \1 "OlIlH j 

D' S& I IJ1 ii>, i,·,. _l!:os. 
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Is~Qt 13: Should the recommended mit: b~ approved for the Utility on a temporary b!lsis, subiect 
to refund , in the even: of n protest filed by a parly o tht'r Willi the Ltility? 

1'1'('limimuy Rcc{)mmendlilion: Yl;'~, PursuaJ1l 10 Section 367.0814(7). F.S .. the rcccrmmcndcd 
rates ,11O"dd be approved Cor the Utility on :I temporary hasi ~. ~uhj-=c t to refund. in Iht" en:nt oj'" 
protest filed by " pany olh<.'r than the Ltliily. U$\,'ppa should fi ll: r~'\' lsz:-u lanff sheets and a 
proposed customer IX>tiee to refled the Commission-tlpprcvcd rales . I'he appnl\'ed rales should 
he effeclive lor servie.c rendered Oil {lr after the ;;,tamped ~ppr\.lval dat(' on (ht: turl ff shccl. 
pursuant to Rule 25-30.475(1). F,A C'. In addition. the temporary rales shoulll not he 
impleme:l!ed until staff has ~ppruwd the proposed notice. and the notice h •.~, b('cn H'CCl\cd by 
the cu~t()mers . Prior 10 implnneotiltioll of any temporary C<1teS, Ihr Utility should proviuc 
appropriate security . If the: recommended rates are tlpprov",-d on ;) temporary basis. the fUtc·S 

cnl!ect.;:d by tnc l:tility shol1ld he subject to the refund provisions discussed below in (he starr 
a!laly~is" In addition, after the Increased rates are in etTtct, pUrsuant to Rule 25·30.3&0(6), 
FA.C., the Utility should file fI.>p(,ns with the Commission Clerk's oflice no later than the 20Th 
of ('n~h month indicating the monthly and total amount of money s\lbject 10 refund £II {he ,-,no of 
till' preceding month. The report filed shc,uld also indica:e th{' status of the secuTity heing u~ed 10 

guaruntcc repayment of any potential fe.fund . (Roberts) 

Staff Anlollysis: This recommendation proposes an increase in rates. A timely protest might 
delay what may be a jlL"lilied rale inereas~~ resulring in an unrecoverable loss (It' revcnue: h) tht· 
Utility. Therefore, pur~lLlanl tt' St"clion 367.()l:!i 4{7), [:.S .. in the l:Venl of a protest filed by a 
pal1), other than the ~(jlily, sUlJl recommends that the recommended fare, be approved as 
tcmporary rates. IJseppa should me I'CvIsed tariff sheetS and a pr(>po~ed ,uslnmcr noricc to 
reflect the Commission-approved rutc~ . The apprun:d nllc~ should be dfcclivc for servicc 
rendered Oil Or aller the stamped approval date on LfJC tarilT sheet. pursuant to r~ule 25<~0.47;)( I), 
F.A .C. In addition, the temporary mles should not tx implemffite~l unlil stutr hus appruwd the 
proposed notice and the notice has bcen f'{.'Ccrvcd by the customers. The recIlmmcnded rales 
collected by the Utility should be subject to the refund provisions disc\lssed txluw . 

']lIe Ulility should be rlulhoJ'iz.:d 10 c;ollect the temp-orary rates upon ;;Ulfl'S approval ai' ,m 

appl'opria(~ security for the potential refund and the propos.:d cListomer notice. S<:,curit.\· shuu !d 
be in the foml oj' a bond or letter or nt:Jit in (he amount of S9 .979 fur wi.lter and $!L767 for 
\\astewater_ Alternatively , (he Ut ility could l!s(ablish fin ,'Snow ~gJ'\,-.,;ment wj'.h an independent 
flnanci<ll Inst.itution . 

Ir ,he L\iiit}' c.:.hoosesa bond a~ s\.'\.'llrity. the bond should contain wording tl} the elleCl 
t!tnt II wi ll k kmlil1<lkd only under \h~ fuilowing conditions: 

I) 	 The Commission uppruvcs Ihe mIl' in,'rense: or 

2) 	 If'lhe Commission. dellies thc inCTl:8SC' , thc UtililY sha:l refund the amount 
(;olkct::d that is attributahle to the increase 

If the Utilit), ehoos<:s a JettCI' <> 1' credit as a 5-C'C uri I) , it ~huLlIJ wnlair. (he following 
(:·I'mdilions: 
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I} 	 The letler of credit is irrevocable for the period it is in efkct, and. 

2) 	 The letter of credit ",ill be in effect \Jntil J linal C01llmi%ion order is 
rendered, either approving 01' de/lying the rate I!1creasc 

If security is provided throLlgh an escrow agrel.:menL (h~ following, conditions should be 
P'ftrf of the agreement : 

I) 	 :-Jo monies in the escrow' account mil}' he wirhdra\~n by !he L:tility \~1Iho\l' 
the express approvf,i of rIle C'orrllnis->!on; 

2) 	 The C5Crow accollilt shall be an int.:'rcs \ bearing account: 

]} 	 If" refund (0 the eU5tomers i~ required, all inacre5t cameo by the eSc row 
(lccOlJnt ~hat! b·;; dis\rioutcd ~o ,be (Ilstomers; 

4) 	 If a rdimd to the nJ>tomcrs is not p.:quircd. the interest c:l mcd by the 
eSCrow acc"um shall ren:!r1 to the: etili1): 

S
o, 
) 	 All information on the e~crow account Sh(lll bI: al'i1:lilhle fro m tilL' holder 

()fth~ escrow ac·cour:t to a Commission reprc:;cntativc ;:Itall times; 

6) 	 lh\: amount of reveouc subicd to refund ~hfLll be deposiltd in the escrow 
account widlin Sevell days or receipt; 

7) 	 This escrow a;;eUUJlt is cSHlblishcJ by the dircl:tiun of the florida Publ!c 
Scnicc Commission for the purpn . ..;.:(s} sct fonh in its ord.:1' requiring Stich 
3\:counL Pursu~nt iO ~cn(ino v Elson, 163 So. 2d 25:1 (Fin. }d DCA 
1972), ~'S(:fOW 3(;Cuullts ,m: m)\ sub1ecr 10 gtirnishmcnl~ : 

8) 	 The Commis.,ion CierI<. lrlUSl be u signatory 10 Ihc CSl,;row agretmtn1: and 

en 	 The account ml1~t SfXci fr hy whom arid Oil who~.e h"half ~;uch mllnies 
were paid. 

In no mst.:mce sh(ldd th,' m(Jiritenancc and admini~lmltvC .:.O'5ts as'SocLalcd wIth the rd\.ll1d 
be bome by th" ('uslo[Jll;rs. Thc"){: cost, arc the responsibility of, und should be bome by, the 
Uni ty. Irrespecti ve of the roml of 5CC\lrtty chosen by the Utility, an account of [Iii monit:s 
received <.15 il result oi the ralc in{;tease should be maintained by [hI: Utility. If 1\ refund is 
u\(in:<lt<,ly rcguircd. it should b.:: p"id with ll1tt:rc~t calculated pur~uant to Rule 25·30.3(,0(4). 
F,A ,C, 

The Cti Jity ShUll!d maintain :l t..:,:ord of Ih~ anwunt or the bond. and the amoun! of 
re ,,,.;oue,, lhat Uri: sut~j ~C[ tn n:hll1d . In dJJi! ;un, af1tr thc inerc;;~d rates arc in dTl'Ll. ru~u"nt 10 
Rule 2S-30.,360(6), [' ..A.C., the Utilit), should lilt' rt:por1~ with the CommiSSion Clerk's oflke 110 
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later than the 20th of each month indicating !he month,), 'nel t0131 amount lit' money suhject to 
rdllnd at the end of the preceding month. The repQrt filed should olso irrdic,J1e tht' S\~HlS of the: 
sC<:'JIi ty b-'!ing used {O guarantee rt.pay rn... nt of any potential refund. 
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BALANCE 

PER 

DESCRIPTION UTILITY 

COMMISSION BALANCE 

ADJUST. TO PER 

UTIL. BAL. COMMISSION 

I. UTILITY PLANT IN SERVICE $565,846 

2. LAND & LAND RIGHTS 10,463 

3. NON-USED AND USEFUL COMPONENTS 0 

4. CIAC (225,670) 

5. ACCUMULA TED DEPRECIATION (359,232) 

6. AMORTIZATION OF CIAC 209,064 

7. WORKING CAPITAL ALLOWANCE Q 

8. WATER RATE BASE llQQ.d7j!. 

$16,324 $582,169 

0 10,463 

0 0 

0 (225,670) 

(18,130) (377,363) 

(23 ,444 ) 185,620 

15,499 15,499 

C$~.152) $190.719 
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BALANCE 

PER 

DESCRIPTION UTILITY 

COMMISSION BALANCE 

ADJUST. TO PER 

UTIL. BAL. COMMISSION 

I. UTILITY PLANT IN SERVICE $523 ,607 

2. LAND & LAND RIGHTS 3,487 

3. NON-USED AND USEFUL COMPONENTS 0 

4. CIAC (230,187) 

5. ACCUMULATED DEPRECIATION (330,00 I) 

6. AMORTIZATION OF CIAC 230,187 

7. WORKING CAPITAL ALLOWANCE 0 

8. WASTEWATER RATE BASE $121 Q23 

($14 ,020) $509,587 

0 3,487 

0 0 

0 (230,187) 

17,426 (312,576) 

0 230, I 87 

13 ,932 13,932 

$17 .337 $2l1,,41Q 
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WATER WASTEWATER 

UTILITY PLANT IN SERVICE 

To adjust Acct. No . 320 to Commission Order No . PSC-07-0385-SC-WS ($1,862) $0 

2. To adjust Acct. No. 334 to Commission Order No. PSC-07-0385-SC-WS. (16) 0 

3. To adjust Accl. No. 339 to Commission Order No. PSC-07-0385-SC-WS . 844 0 

4. To adjust Accl. No . 343 to Commission Order No. PSC-07-0385-SC-WS . 434 0 

5. To adjust Acct. No . 344 to Commission Order No. PSC-07-0385-SC-WS. 583 0 

6. To reclassify plant to CWIP. (3 ,048) 0 

7. To record retirement for plant addition to Acct. No. 307. (908) 0 

8. To record retirement for plant addition to Acct. No. 307. (569) 0 

9. To record retirement for plant addition to Accl. No. 311. ( 1.099) 0 

10 To record retirement for plant addition to Accl. No. 311 ( 1.512) 0 

I I. To record retirement for plant addition to Accl. No. 311 (2 ,042) 0 

12. To remove plant addition from Accl. No. 320 for lack of sup port documentation . ( 1.509) 0 

IJ To reclassify plant addition from Accl. No. 333 to Accl. No. 334 (939) 0 

14. To record plant addition to Accl. No. 334 that was recorded incorrectly to Acct. No 333. 980 0 

15. To record retirements for plant additions to Acel. No. 334. ( 1,598) 0 

16. To record retirement for plant addition to Accl. No. 340. (359) 0 

17. To correct overstated accounl. (43) 0 

18. To adjust Accl. No. 360 to Com mission Order No. PSC-07-0385-SC-WS . 0 (9 ,074) 

19. To adjust Accl. No . 380 to Com mission Order No . PSC-07-0385-SC-WS . 0 265 

20. To adjust Accl. No. 389 to Com mission Order No. PSC-07-0385-SC-WS. 0 9,072 

21 . To record ret irement for plant addition to Accl. No. 360. 0 (4,733) 

22. To re cord retiremen t for plant addition to Acct. No. 370. 0 (2,671 ) 

23. To record retiremen t for plant addition to Acel. No. 380 0 (3,995) 

24. To remove plant addition from Accl. No. 380 for lack of support documentation. 0 (403) 

25. To reclassify blower part to Accl. No. 380 from expense. 0 298 

26. To record retirement for plant addition to Accl. No. 390. 0 (359) 

27. To record pro forma plant addition for tank rehabilitation to Accl. No. 320. 29,569 0 

28. To reflect an averaging adjustmenl. (582) (2 .420) 

Total $1632.:\ J@) 

ACCUMULATED DEPRECIATION 

To reflect accumulated depreciation per Rule 25-30.140 FAC ($23,7 17 ) $9,816 

2. To reflect an averaging adjustment. 6.482 7,610 

3. To reflect pro forma depreci ation expense. (896) Q 
'rotal ($J 8, 130) $J),416 
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PAGE 2 0F2 

AMORTIZATION OF CIAC 

I. To adjust Amortizalion of CIAC based on composite rales. 

2. To reflect an averaging adjustment. 

Total 

WORKING CAP.ITAL ALLOWANCE 

To reflect 118 of test year 0 & M expense. 

WATER W ASTEW ATER 

($22,147) 

(U2l2 

~ 

$0 

Q 

~ 
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SCHEDULE NO.2 
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PER 

CAPITAL COMPONENT UTILITY 

SPECIFIC 

ADJUST­

MENTS 

BALANCE 

BEFORE PRO RATA BALANCE 

PRO RATA ADJUST­ PER 

ADJUSTMENTS MENTS STAFF 

PERCENT 

OF 

TOTAL 

WEIGHTED 

COST COST 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

COMMON EQUITY $1,000 

RET AfNED EARNINGS (543,049) 

PArD IN CAPITAL 149,000 

TREASUR Y STOCK Q 
TOTAL COMMON EQUITY ($393,049) 

NP Southwest Capital Bank 6,173 

NP Stockholders 797,714 

TOTAL LONG TERM DEBT 803 ,887 

CUSTOMER DEPOSITS 

TOTAL $410,818 

--­

$0 

393,049 

0 

Q 
$393 ,049 

0 

Q 

~a2J ,049 

$1,000 

( 150,000) 

149,000 

Q 
$0 $0 $0 

6,173 (3,062) 3, III 

797,714 (395,676) 402,038 

803,887 (398,738) 405,149 

Q Q Q 

~803 , 887 ($398,738) $405 149 

RANGE OF REASONABLENESS 

RETURN ON EQUITY 

OVERALL RATE OF RETURN 

0.00% 

0.77% 

99.23% 

100.00% 

0.00% 

100.00% 

LOW 

10,16% 

3Am 

11.16% 0.00% 

6.18% 0.05% 

3.46% 3.43% 

6.00% 0.00% 

3.48% 

HIGH 

12. 16% 
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USEPPA ISLAND UTILITY, INC. SCHEDULE NO. 3-A 

TEST YEAR ENDED 6/30/2011 DOCKET NO. 110260-WS 

SCHEDULE OF WATER OPERATING INCOME 

COMMISSION ADJUST. 

TEST YEAR COMMISSION ADJUSTED FOR REVENUE 

PER UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIREMENT 

l. OPERATING REVENUES $164,926 $222 $165,148 $4,900 $170,048 

2.97% 

OPERATING EXPENSES: 

2. OPERATlON & MAINTENANCE $121,376 $12,185 $123,993 $0 $123,993 

3. DEPRECIATlON (NET) 19,558 529 20,087 ° 20,087 

4. AMORTIZATION ° ° ° 0 0 

5. TAXES OTHER THAN INCOME 20,211 (1,100) 19,111 221 19,331 

6. INCOME TAXES Q Q Q Q Q 

7. TOTAL OPERATING EXPENSES $161,145 $ 11,613 $163,191 $221 $163,411 

8. OPERATlNG INCOME/(LOSS) .ll.l§J. li.957 ~ 

9. WATER RATE BASE $200470 $190,719 $190.719 

10. RATE OF RETURN L89j:2 I.O~~ 3.48% 
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USEPPA ISLAND UTILITY, INC. 

TEST YEAR ENDED 6/30/2011 

SCHEDULE OF WASTEW ATER OPERA TlNG INCOME 

SCHEDULE NO. 3-B 
DOCKET NO. 110260-WS 

TEST YEAR 

PER UTILITY 

COMMISSION 

ADJUSTMENTS 

COMMISSION 

ADJUSTED 

TEST YEAR 

ADJUST. 

FOR REVENUE 

INCREASE REQUIREMENT 

I. OPERATING REVENUES $153,202 

OPERATING EXPENSES: 

2. OPERA TION & MAINTENANCE $121,223 

3. DEPRECIA TION (NET) 19,247 

4. AMORTIZATION ° 
5. TAXES OTHER THAN INCOME 19,750 

6. INCOME TAXES Q 

7. TOTAL OPERATlNG EXPENSES $160,220 

8. OPERATING INCOME/(LOSS) ~ 

9. WASTEWATER RATE BASE 197,023 

10. RATE OF RETURN -3.56% 

$1,827 

$3 ,344 

(2,406) 

° 
(1,094) 

° 
($156) 

$155,029 

$111,455 

16,841 

° 
18,656 

Q 

$146,952 

8,,077 

214.430 

3.77% 

($644) $154,385 

-0.42% 

$0 $111,455 

° 16,841 

° ° 
(29) 18,627 

° Q 

($29) $146,923 

~ 

214430 

3.48% 
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ADJUSTMENTS TO OPERATING INCOME PAGE 10F3 

WATER W ASTEW A TER 

OPERATING REVENUES 

To reflect the appropriate test year revenues. 

OPERATION AND MAINTENANCE EXPENSES 

Salaries and Wages Employees (601170 I) 

1. To annualize employee's salary . 	 $3,492 $3286 

2. 	 To reclassify to contractual services for contract operator (-5760-953). LQ.2ill (477) 

Subtotal ($] 221 ) ~l,a0 9. 

Employee Pensions and Benefits (6041 704) 

I. Health Insurance headquarters allocation. 	 $648 $648 

2. 	 40 I K headquarters allocation. 392 392 

Subtotal U 040 ~040 

Purchased Power (615/ 715) 

I. To reallocate total purchased power between water and Wastewater according to usage. ($) ,834) $1,834 

2. 	 To reflect electric discrepancy in billing. 53 53 

Subtotal (ll,78 I) am 

Fuel for Power Production (616/617) 


To reflect pro forma fuel expense for generator. $668 $M 8 


Materials and Supplies (720) 


To remove cost associated with blower replacement part. jLQ ($22R) 


Contractual Services - Professional (6311731) 


I. To remove permitting cost that should be capitalized for deep well project. ($2,239) ($8,600) 

2. To reclassify Saturday contract water plant operator from Acct . No. 60 I. 	 5,760 0 

3. To include pro forma increase for per trip by operator. 	 960 0 

4 . To reclassify contract expense from Acct. No. 601170 I. 	 953 477 

5. To reflect pro forma amount of the plant operator vacation coverage. 	 997 498 

6. 	 To reflect IT headquarters allocation. 562 562 

Subtotal $.Q,9~ ($1,QQ1) 

(0 & M EXPENSES CONTINUED ON NEXT PAGE) 
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USEPPA ISLAND UTILITY, INC. SCHEDULE NO. 3-C 
TEST YEAR ENDED 6/30/2011 DOCKET NO. 1l0260-WS 
ADJUSTMENTS TO OPERATING INCOME PAGE20F3 
(0 & M EXPENSES CONTINUED) 

I. 

2. 

3. 
4 . 

Contractual Services - Testing (635/ 735) 

To reflect appropriate amount for annual testing. 

To reclassify to transportation expense . 

To reflect pro forma adjustment for required three-year testing. 

To reflect misc. testing. 

Subtotal 

Rents (640/ 740) 

To reflect the appropriate rent expense. 

Insurance Expenses (655/ 755) 

To reflect the appropriate insurance expense . 

Regulatory Expense (665/ 765) 

To reflect four-year amortization of rate case expense. 

l. 
2. 

3. 

4 . 

Miscellaneous Expense (675/ 775) 

To reflect house cleaning expense allocation. 

To include pest control expense. 

To include postage expenses . 

To remove fine from DEP. 

Subtotal 

TOTAL OPERATION & MAINTENANCE ADJUSTMENTS 

I. 

2. 

DEPRECIA TION EXPENSE 
To reflect depreciation expense. 

To reflect amortization expense. 

Total 

l. 
2. 

3. 

T AXES OTHER THAN INCOME 
To reflect the appropriate RAFs . 

To reflect the appropriate property taxes. 

To reflect the appropriate payroll taxes. 

Total 

WATER WASTEWATER 

$1 ,547 

(548) 

677 

($213) 

(3,798) 

113 

.ill 
$.1832 

Q 

($.1L8.2B.) 

(ll.322) ($1322) 

($2],ID 

$2QJ. $20) 

$468 

228 

139 

Q 

$835 

$468 

228 

139 
(2,000) 

(1L.1.6.5) 

$2..m ($2.Z6B) 

($3,903) 

4,431 

$529 

($2 ,406) 

Q 

($2,4Q.2,2 

$24 

(325) 
(799) 

(lli.QQ2 

$30 
(325) 
(799) 

LU 4) 
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USEPPA ISLAND UTILITY, INC. 

TEST YEAR ENDED 6/30/2011 

ANALYSIS OF WATER OPERATION AND MAINTENANCE EXPENSE 

SCHEDULE NO. 3-D 
DOCKET NO. 110260-WS 

TOTAL 

PER 

UTILITY 

COMMISSION 

PER 

ADJUST. 

TOTAL 

PER 

COMMISSION 

(601) SALARIES AND WAGES - EMPLOYEES $63,058 

(603) SALARIES AND WAGES - OFFICERS 0 

(604) EMPLOYEE PENSIONS AND BENEFITS 2,637 

(610) PURCHASED WATER 0 

(615) PURCHASED POWER 22,917 

(616) FUEL FOR POWER PRODUCTION 9 

(618) CHEMICALS 2,483 

(620) MATERIALS AND SUPPLIES 4,402 

(630) CONTRACTUAL SERVICES - BILLING 0 

(631) CONTRACTUAL SERVICES - PROFESSIONAL 3,989 

(635) CONTRACTUAL SERVICES - TESTING 1,615 

(636) CONTRACTUAL SERVICES - OTHER 1,675 

(640) RENTS 8,450 

(650) TRANSPORTAnON EXPENSE 4,453 

(655) INSURANCE EXPENSE 3,638 

(665) REGULATORY COMMISSION EXPENSE 0 

(670) BAD DEBT EXPENSE 0 

(675) MISCELLANEOUS EXPENSES 2,048 

$J2..U1.Q 

($3 ,221 ) 

0 

1,040 

0 

(1 ,781 ) 

668 

0 

0 

0 

6,993 

1,832 

0 

(3 ,322) 

0 

(628) 

201 

0 

835 

$2.61 8 

$59,837 

0 

3,677 

0 

21 , 136 

677 

2,483 

4,402 

0 

10,982 

3,447 

1,675 

5,128 

4,453 

3,010 

201 

0 

2,883 

~m 
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USEPPA ISLAND UTILITY, INC. 

TEST YEAR ENDED 6/30/2011 

ANALYSIS OF WASTEWATER OPERATION AND MAINTENANCE EXPENSE 

SCHEDULE NO. 3-E 

DOCKET NO. 1I0260-WS 

TOTAL COMMISSION 

PER ADJUST­

UTILITY MENT 

TOTAL 

PER 

COMMISSION 

(701) SALARIES AND WAGES - EMPLOYEES $57,028 $2 ,809 

(703) SALARIES AND WAGES - OFFICERS 0 0 

(704) EMPLOYEE PENSIONS AND BENEFITS 2,496 1,040 

(710) PURCHASED SEWAGE TREATMENT 0 0 

(711) SLUDGE REMOVAL EXPENSE 779 0 

(715) PURCHASED POWER 13,763 1,887 

(716) FUEL FOR POWER PRODUCTION 9 668 

(718) CHEMICALS 2,700 0 

(720) MATERIALS AND SUPPLIES 3,195 (298) 

(730) CONTRACTUAL SERVICES - BILLING 0 0 

(731) CONTRACTUAL SERVICES - PROFESSIONAL 10,350 (7 ,063) 

(735) CONTRACTUAL SERVICES - TESTING 9,967 (3 ,898) 

(736) CONTRACTUAL SERVICES - OTHER 972 0 

(740) RENTS 8,450 (3,322) 

(750) TRANSPORTATION EXPENSE 3,941 0 

(755) INSURANCE EXPENSE 3,638 (628) 

(765) REGULATORY COMMISSION EXPENSES 0 201 

(770) BAD DEBT EXPENSE 0 0 

(775) MISCELLANEOUS EXPENSES 3,935 l.l.J..@ 

$]21 223 W ,1(8) 

$59,837 

0 

3,536 

0 

779 

15,650 

677 

2,700 

2,897 

0 

3,287 

6,069 

972 

5,128 

3,941 

3,010 

201 

0 

2,770 

$ 111 455 
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USEPPA ISLAND UTILITY, INC. 

TEST YEAR ENDED 6/3012011 

MONTHLY WATER RATES 

Residential 

and General Service 

Base Facility Charge b)' Meter Size: 

5/8"X3/4" 

3/4" 

I" 

1-1 /2" 

2" 

3" 

4" 

6" 

Residential Service Gallonage Charge 

UTILITY'S 

EXISTING 

RATES 

$35 .24 

$52 .86 

$88 . 10 

$176 .20 

$281 .92 

$563.84 

$881.00 

$J ,762.00 

$2,819.00 

STAFF 

REPORT 

RATES 

$37 .82 

$56.73 

$94.55 

$189.10 

$302.56 

$605.12 

$945.50 

$ J ,891.00 

$3,060.80 

SCHEDULE NO. 4-A 

DOCKET NO. 110260-WS 

PHASE I MONTHLY 

APPROVED RATE 

RATES REDUCTION 

$35 .58 $0 .04 

$53.37 $0 .07 

$88.96 $0.11 

$177.91 $0.22 

$284.66 $0.35 

$569.32 $0.71 

$889.56 $1.10 

$1,779.11 $2.21 

$2,879.70 $3 .57 

Per 1,000 Gallons $6.33 $7.10 $6.68 $0 .01 

General Service Gallonage Charge 

Per 1,000 Gallons $6 .33 $7 . 10 $6.68 $0.01 

Fire Protection 

2" 

3" 

$25 .21 

$50.43 

$23.72 

$47.45 

$0.03 

$0.06 

T),2ical Residential 5/8" x 3/4" Meter Bill 
Com2arison 

3,000 Gallons 

5,000 Gallons 

10,000 Gallons 

$54 .23 

$66.89 

$98.54 

$59.12 

$73.32 

$108.82 

$55.62 

$68.98 

$102.38 

5] 
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USEPPA ISLAND UTILITY, INC. SCHEDULE NO. 4-8 

TEST YEAR ENDED 6/3012011 DOCKET NO. 110260-WS 

MONTHLY WASTEWATER RATES 

UTILITY'S STAFF PHASE I MONTHLY 

EXISTING REPORT APPROVED RATE 

RATES RATES RATES REDUCTJON 

Residential Service 

Base Facility Charge All Meter Sizes $45.13 $52.06 $47.79 $0.07 

Gallonage Charge 

Per 1,000 Gallons (6,000 gallon cap) $11.81 $1 I. 76 $11.76 $0.02 

General Service 

Base Facility Charge by Meter Size: 

5/8"X3 /4" $45.13 $ 52 .06 $52.06 $0.07 

3/4" $67 .69 $ 78 .09 $78 .09 $0 . 11 

I" $112.82 $ 130.15 $130.15 $0 . 18 

1-1 /2" $225.65 $ 260.30 $260.30 $0.36 

2" $361.04 $ 416.48 $416.48 $0.57 

3" $722.08 $ 832 .96 $832.96 $1.14 

4" $J,128.24 $ 1,301.50 $1,301.50 $1.78 

6" $2,256.49 $ 2,603.00 $2,603.00 $3 .56 

8" $3,610.40 $ 3,492 .00 $3,492.00 $4 .77 

Gallonage Charge per 1,000 gallons $14.17 $14.\ 1 $14 . 11 $0.02 

TYQical Residential 5/8" x 3/4" Meter Bill COO1Qarison 

3,000 Gallons $80.56 $87 .34 $83.07 

5,000 Gallons $104.18 $110.86 $106.59 

10,000 Gallons $115.99 $122.62 $118.35 
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