
456 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n re: Application of SOUTHERN STATES ) 
UTILITIES, INC. for rate increase in ) 

DOCKET NO. 890868-WS 
ORDER NO. 22620 

Semi nole County. ) ISSUED: 3-1-90 ______________________________________ ) 

The ~ollowi ng Commissioners participated 
dispos : tion of this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T . HERNDON 

ORDER SUSPENDING PROPOSED RATES 
AND GRANTING INTERIM WATER RATES 

BY THE COMMISSION: 

CASE BACKGROUND 

in the 

The Seminole County system of Southern States Utiliti es , 
Inc. (Southern States or utility) is a Class B water utility 
and a Class C sewer utility with approximately 3, 107 water 
c ustomers and 323 sewer customers as of Apri 1 30, 1989. On 
November 13 , 1989, the utility filed its application for a rate 
increase and its Minimum Filing Requirements (MFRs). There 
were deficiencies in the MFRs and on January 4, 1990, Southern 
States filed its amended MFRs wh ich corrected the 
de ficiencies. January 4, 1990, was established as the official 
filing date . 

In its application, the utility requested final rates 
.o~hich would produce annual operating revenues of $691,007 for 
water service and $368,276 for sewer service. Those requested 
revenues exceed projected 1990 test y ear reve nues by $140,107 
(25 . 43\) and $132,873 (56.44\) for wa t er and sewer, 
r espectively. The utility requested an interim incre ase of 
water rates based on test yea r actual data. The r e quested 
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interim increase exceeds test year annual 
(8 . 11\) for water. The utility did not 
increase in its sewer rates. 

revenues by $43,578 
request an interim 

The te::: t year for this rate application is the projected 
twelve- month period ended December 31, 1990, based on an 
historical base year ended April 30, 1989. 

SUSPENSION OF PROPOSED RATES 

Section 367.081(6), Florida Statutes, provides that the 
rate schedules proposed by the utility shall become effective 
within sixty (60) days after filing unless the Commission 
issues an order withholding consent to the operation of the 
proposed rates requested. Further, the above-referenced 
statute permits the proposed rates to go into effect, under 
bond , within eight (8) months after filing unless final action 
has been taken by the commission. 

We have reviewed the filing and found that the utility has 
made substantia 1 plant additions since the last rate case. We 
have considered the proposed rates, the amount of the 
additional reve nues sought thereunder, and the suppo rting data 
which has been submitted. Accordingly, we find that it is 
appropriate to require further amplification, explanation, and 
s ubstantiation of the data filed by the utility, as well as 
additional and/or corroborative data . In addition, we believe 
a public hearing on this matter, in he utility's service area, 
is indicated. In consideration of the above, we find it 
appropriate to suspend the utility's proposed rate schedules. 

INTERIM RATES 

Our review of the information filed in the application 
indicates that, pursuant to Section 367.0822, Florida Statutes , 
it is appropriate, on an interim basis, to provide the utility 
with the opportt;ni ty to increase its annua 1 water revenues by 
$24 , 614. As the utility did not request an interim increase 
for sewer operations , we find that no interim increase for 
sewer is appropriate. 
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Rate Base 

I 

Using the twelve months ended Apri 1 30, 1989, as a base 
histo r ic year, the utility calculated an average water rate 
base of $1, 605,815 for interim purposes . By Order No . 21922, 
issued September 19, 1989, the utility was granted permiss ion 
to use the formula method to calculate working capital f o r 
purposes of the proposed final rate increase . Applying the 
formula method , the utility calculated a working capital 
a llowance of $30,541. However, Section 367.082(5)(a) and 
( 5) (b) l. , Florida Statutes state that in setting interim rates 
t he Commission shall determine the revenue defie ncy or excess 
by calculating the difference between the utili t y's achieved 
r ate of return and its required rate of return, and that t he 
achieved rate of return shall be calculated by applying 
appropriate adjustments consistent with those which were used 
i n its most recent rate case. Since the balanc e she et me thod I 
o f calculating working capital was used in the utility's last 
rate case, we find that the balance sheet method is appropria t e 
for interim purposes. Accordingly, we calculated a working 
c apital allowance of $27,732, which we find to be reasonable . 
We, therefore, find it appropriate t o make an adjustment to 
reduce rate base by $2,809, resulting in a rate base of 
$1, 603, 006 for interim purposes. The ca leu 1 at ion of rate base 
is attached to this Order as Schedule No . 1- A. The adjustments 
to this schedule are itemized on Schedule No. 1- B. 

Capital Structure 

The utility requested an overall rate of return o f 10.51\ 
for interim purposes. For its cost of equity, the utility use d 
the mid-point, 14.95\, of the range of return on equity 
e stablished in its last rate c ase. However, Section 
367.082(5)(b)3., Florida St atutes, states that in a proceeding 
for an interim increase , the term " l as t authorized rate of 
return on equity" means the minimum of the range of the last 
authorized rate of return o n equity established in the most 
recent rate case of the utility. Pursuant thereto, we find it 
appropriate to use the minimum of the range , 13.95\, as the 
cost of equity f o r inte rim purposes. 
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Further , the utility ca leu 1 a ted the cost of investment tax 
credits to be 10.83\. HO\ 'ever , as a result of our adjustment 

· to the cost of equity , we find it appropriate to recalculate 
the cost of investment tax credits. We calculated a cost of 
i nvestme nt tax credits of 10.52\, whic h we find to be 
reasonable. The above adjustments result in an overall rate of 
return of 10.21\ for interim purposes, which we hereby 
approve . The calculation of the overall rate of return, 
i ncluding adjustments, is attached to this Order as Schedule 
No. 2 . 

Net Operating Income 

We find it appropriate to make several corrections to the 
utility's operating statements as filed. To calcula t e the 
regu latory assessment fee , the utility used the new rate of 
4.5\ , whi c h was anticipated to go into effect January 1, 1990. 
However , since the new rate wil l not be effective until July 1, 
1990, we have adjusted the rate to 2.5\, the current ' y 
effective rate. Further, we have reduced the income tax 
e xpense by $1,830 to reflect the tax expense associated with 
the interim r e venue r e quirement approved herein . 

Reyenue Requirement 

Allowing for Southern States • r ecovery of adjusted test 
year operating expenses and approved rate of return on its rate 
base , we find it appropriate on an interim basis to increase 
annual water revenues by $24,614 (4.58\) to $561,755. 

The calculation of the revenue r equirement is attached as 
Schedule No. 3-A. Adjustments to this schedule are itemized on 
Schedule No. 3-B. 

Interim Rates 

In order to allow Southern States the opportunity to 
generate the approved revenue requirement , we hereby approve 
the rates set forth below. The utility's current rates, 
proposed interim rates, and our approved interim rates are 
shown on page 5 of this Order for comparison. 
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BI-MONTHLY WATER RATES 

Apple Valley. Chulota. Pol Ray Manor , 
Bretton Woods. Hidden Estates. oruid Hills. 
Fern Park. Harmo ny Homes . Lake Brantley. 
Lake Hariett . and Meredith Manor Systems 

Me ter 
Si ~~ 

5/8" X 3/4" 
3/4" 

1" 
1-1/2" 

2" 
3" 
4" 
6" 

Ga llonage Charge 

L i ne 
Size 

l" 
1-1/2" 

2 " 
3" 
4" 
6" 
8" 

RESIPENTIAL ANP GENERAL SERVICE 

Utili y 
Utility Proposed 
Present Interim 
Ba.t~~ Ba.t~~ 

$ 9.81 $ 10.62 
14.72 15.94 
24.53 26.56 
49 .05 53.10 
78.48 84.96 

156.96 169.92 
254.25 262.26 
490.49 531.00 

$ .89 $ .96 

PRIVATE FIRE PROTECTION 
BI- MONTHLY BATES 

Ul i lity 
Present 
Rates 

$ 8.17 
16 . 35 
26.16 
52.32 
81.76 

153.49 
261.59 

Utility 
Proposed 
Final 
Bates 

$ 8.84 
N/A 
N/A 
N/A 
N/A 
N/A 
N/ A 

Commission 
Approved 
Interim 
Bat~~ 

$ 10.27 
15.41 
25.68 
51.34 
82.15 

164.29 
256 .70 
513.40 

$ .93 

Commission 
Approved 
Interim 
Ba tes 

$ 8 . 55 
17.11 
27.38 
54.7 6 
85.58 

171. 13 
273.81 
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The interim water rates will become effective for service 
rendered on o r after thirty ( 30 ) days from the stamped approval 
date on the revi sed tariff sheets, as Southern States' Seminole 
County s ystems are on a bi-monthly billing c ycle . The r evised 

· tariff sheets will be app r oved upon Commission Staff ' s 
verification that the tariffs are consistent with our decision, 
the appropriate secur ity has been filed with the Commission to 
guarantee that the funds are available in t he e ve n t a refund is 
required , and the proposed customer notice is adequate. 

Security for Refund 

Pursuant to Section 367.082 , Florida Statutes, the e:zcess 
of i n terim rates over the previously authorized rates shall be 
c o llected under guarantee s ubject to refund. We have 
calculated the guarantee r efund amount , plus interest , through 
December 24 , 1990, to be approximately $22,500. Our Staff 
contacted the utility and it has elected to file a corporate 
undertaking in the amount of $ 22 , 500 to secure any potential 
r e fund. We will accept t he corporate undertaking. 

Al so, pursuant to Rule 25-30.360(5) , Florida Administrativ~ 
Code , the u tility s ha 11 provide a report by the 20th of each 
month indicating the monthly and total water revenues collected 
subject to refund. 

Based on the foregoing , it is 

ORDERED by the Florida Public Service Commission that the 
proposed final r ate schedules filed by Southern States 
Ut ilities , Inc . are hereby suspended . It is furt her 

ORDERED t hat the request of Southern States Utilit ies , Inc. 
fo r an interim increase in wa ter ra tes is hereby approved, in 
pa rt, as set fort h in the body of this Order. It is furth er 

ORDERED that the increased rates are subject to refund with 
interest pending the outcome of this proceeding. It is fur t her 

ORDERED that Southern States Utilities , Inc. shall submit a 
~o rporate undertaking of $22,500 t o secure any potential 
refund. It is further 

ORDERED t hat Southern States Utilities, Inc . shall submit , 
pursuant to Rule 25-30.360(5), Florida Administrative Code , a 
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repo rt by the 20th day of each month indicating the monthly and 
total revenues collected subject to refund. It is further 

ORDERED that Southern States Utilities, Inc. shall file 
·· revised tariff pages in accordance with the provisions of this 

Order , as well as a proposed notice to customers, detailing the 
increased rates and the reasons therefor. The notices shall be 
submit t ed to the Commission for prior approval. It is further 

ORDERED that the interim water rates will be effective for 
service rendered on or after thirty (30) days from the stamped 
approva l date on the revised tariff sheets. It is further 

ORDERED that the revised ta ri ff sheets will be approved 
upon Commission Staff's verification that the tariff sheets are 
consistent with the Commission's decision, the appropriate 
security has been filed to guarantee any potentia 1 refund, and 
the proposed c us tomer notice is adequate. 

By 
this 

ORDER 
Is t 

( S E A L ) 

DCS 

of the 
day of 

Florida 
MARCH 

Public Service Commission 
1990 

Division of Records and Reporting 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120.59(4), Florida Statutes, to notify parties of any 

:. administrat ive hearing or j l dicial review of Commission orders 
that is available under Se ctions 120.57 or 120.68, Florida 
Statutes, a s well as the procedures and time limits that 
apply. This notice should not be construed to mean all 
requests for an administrative hearing or judicial review will 
be granted or result in the relief sought. 

Any party adversely affected by this order , which is 
preliminary, procedural or intermediate in nature, may 
r equest : 1) r econsideration within 10 days pursuant to Rule 
25-22.038 (2), Florida Administrative Code, if issued by a 
Prehea ring Officer; 2) reconside ratio n within 15 days pursuant 
to Rule 25-22 . 060 , Florida Administrative Code, if issued by 
the Commission; or 3) judicial review by the Florida Supreme 
Court, in the case of an electric, gas or telephone utility, or 
the First District Court of Appeal, in the case of a wat e r or 
sewer utility. A motion for r econside ration shall be filed 
with the Director, Division of Records and Reporting , in the> 
form prescribed by Rule 25- 22.060, Florida Administrative 
Code . Judicial r eview of a preliminary , procedural or 
intermediate ruling or order is availa ble if review of the 
final action will not provide a n adequate r emedy . Such review 
may be requested from the appropriate court, as described 
above, pursuant to Rule 9.100, Florida Rules of Appellate 
Procedure. 
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SOUTHE~l STATES U~!LIT!ES, INC. 
SCHEDULE OF WATER RATE BASE 
?ROJEC1'ED ':'EST YEA.R ENDED 12/31/ 90 

TES: YEA.R 
PER 

UTILITY 
------------Utlllt.y Plant 1n Serv1ce 2,556 ,8 15 

Land 67,376 

Accu:--ulat.ed Dep:-eclatlon (677,887) 

Cont. 1n- a1c- o ! Constn:ctlon (595, 472 ) 

Acort u:a t 1on o ! C.!.A.C. 176,171 

ACQUlSltlOO Ad)Ustcents 62,200 

\CCUI". A~Uort. o! Acq. Ad). (13,929) 

Wo::ldnq Cao:tal Requ1 r ocent 30,522 

------------TO:'AL 1,605,796 
--·········-

UTILI':'~ 
ADJUST!iEUTS 
TO TEST YEA.R 
------------

0 

0 

0 

0 

0 

0 

0 

19 

------------
19 

•a•••a:••a••• 

UTI!... ADJ. 
TEST YEAR 

PER EXHIBIT 
------------2,556,815 

67,376 

(677,887) 

(595, 02 ) 

176,171 

62,200 

( 13 ,929) 

30,54 1 

------------1,605,815 
•••••~••aa:•a 

-
SCHEDULE NO. 1-A 
DOCKET NO. 890868 - WS 

cn'!{!SSICN 
A!l.TJS'n-~":'5 
TO UTILI TY BAL\NCE 

BAWICE PER CO·t·~SSiet; ------------ ------------0 2,556,815 

0 67,376 

0 (677,887) 

0 (595,02) 

0 176,:71 

c 62 , 200 

0 (13,929) 

( 2 ,809) 27,732 

------------ ------------(2,809) 1,603,006 .............. ·--··-··-··· 
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SOUIHERII STATES l'JI LIIIES, INC. 

SCHCOULE Of ADJUSIMENIS TO lAIE lASE 

PROJECTED TESI TEAA ENOCO 12/l1/90 

EXPLANATION Of ADJUSIMENIS 

(1) AllOUANCE fOil \OIICINC CAI'IIAL 

(A) To refl~t the allowance for 
working capital t.scd on t he 

balonce sheet approach. 

VATU 

' (2,1109) 

SCHEDUlE NO. 1 • I 

OOC(E T NO. 890864· \IS 
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SOJ HERII SlATES UllllllES, l hC. 
SCkEDOtE Of CAPITAl SIRUCT~ E 
PROJECTED TEST YEAR EhDED 2/ 31/90 

lA ..WCE PEl 
DESCR IPIIOII UTI lilY 
. . . . . . . .. . .. . . . . . . . .. . . .. . . . 

EOUIIT $ 9 , S O,l02 $ 

LOIIC·IERJC DEBT 20 ,09 • 147 

SHOIU ·TERM DEBT (VCU) 269,629 

SHOitl· TUM DEBT (VW) 150,000 

SioOIT· ElM DEll (CfCI') 200,000 

OJSTCMEt DEPOSITS 500, 025 

DEFERRED lh~ TAXES 80/., 272 

I NVESTI\ENT TAX CREDITS 542,603 
... .............. .. 

PERCEll! 
Of TOTAL 

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

29 . 721 

62.601 

0.&41 

0. 4TX 

0.62l 

1.561 

2.511 

1.69X 
................. 

TOTAL s 32 ,100,978 s IOO.OOX 
•..........•.......•.•.... 

COST 
UTE 

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

14.9SX 

9.031 

8.oox 

10.001 

o.oox 

&.COX 

o.oox 

10.!31 

DOC(El hO. 890868·VS 
SCHEDUlE hO. 2 

I RECOhCILED 
IIE ICHIED I RECOI.Cilli<C CAPITAL 

COST I ADJUSTMENTS STRUCTURE 
•• •• •••••• • • · I · •••• • ••••••• .. .. .......... 

I 
.44XI (9,063,89 ) 76,408 

I 
5.6511 (19,090,718) 1,0')3, 29 

I 
O.OTX I (256,165) 13,464 

I 
0 .05XI (142,510) 7,490 

I 
0.0011 (l90,01l) 9,987 

I 
0.1211 (475, 056) 2 ,969 

I 
O.OOXI ( 761.. 110) 40,162 

I 
0.18XI (515,507) 27,096 

... .......... 1··· ··· ·--· ·-- . .. .. .. . .. .. .. . . 
10.511( oo,497,9n> 1,603,006 

s•••••••••••• J •z~••• ••••••• •••••••••• 

( \) Prorete edjust~nt to r~onc il t rett bast end cap i ta l structure. 

-

PERCE WI COST liE ICkTED 
Of IOI.ll UTE COST 
.. ... .. . ... . ........ ...... ..... 

29.721 U.9SX 4. 151 

62.601 9.031 5.6SX 

0.&41 8 .001 O.OTX 

0. rx IO.OOX 0.051 

0.621 D.001 o.ocn 

1.56X 8 .oox 0.1 2X 

2.511 0.001 o.oox 

1.69X 10.521 0.181 
....... . . .. . ....... .. .. 

100.001 10.21X 

••••••••• • •••••••• 
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SOUThER~ STATES UTI !TIES, t~C. 

SCHEDUlE or ~TEl OPElATI~C STA EM!WT 
PROJECTED TEST YEAR EhDEO 12/21/90 

TEST YEAR 
PEl 

UT iliTY 
. .. .. . .. . . . . . .. .. 

OPE tAT I C REVb'UES 537,141 
............. 

OPElATI~C EXPEhSES 

OPElAT I ()II 2",330 
OEPRC. HT or CIAC A~Ulat . 83,8\\ 
A.IOl tl ZA t I ON 2,23 
TAXES OTHE• tlt.t.H INC()(( 35,&66 
IN~E TAXES 43,748 

............... 
TOTA OPElATIIoC EXPENSES 409,989 

............. 
OPEUT t~C lloC()(£ t27,1S2 

&2·········· 
RATE USE 1,605, 796 

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

RATE OF RETURN 7.92X 
a:aaaaaaa:a:aa 

. ' 

UTili fY UT ll. A!>J. 
A!>MTM£ TS TEST TEAR 
TO TEST YEAR PER EXHIBIT . . .. . .. . . . .. .. .. . ............ 

43,578 580,719 . . . . . . . . . . . .. .. . . . .. . .. ..... 

0 2 4,330 
0 83,8\1 
0 2,23 

1, 961 l7,827 
0 43,748 . . . . . .. . .. . . .. . . . . . . .. .. . . . .. .. 

1,961 4\1,950 . . . . .. . . .. . .. .. . . . . . . . .. . . . . . 
41,6\7 168,769 

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

1 ,60S, 796 
............ 

10.51X 

·····=······ 

-

Adjust 's 
TO UTilltT 

Bo\lAIICE 
.............. 

( 3,578) 
................ 

0 
0 
0 

(\2,704) 

0 
. . . . . . . . . . . .. 

(12, 704) 
.. . . . . .. . . . .. . .. 

()0,874) 

•••••••••••• 

Comm'n 
AOJUSTEO 

TESt YEAR 
. .. . . . . . . . . . .. 

537, " . ........... 

24 ,330 
83,8\\ 

2,23 
25,\23 
43,748 

..... .. ....... 
399,246 

. ............ 
\37,895 

•••••••••••• 

1,603,006 

·········~·· 

SChEDUlE hO. 3•A 
DOC:(ET 110. 890868·\I'S 

Commissl.on 
Adjustments 
For Rev's· 8Al1JICE 

Approved Per Cor.:n'n . ............. ........ ..... ... 

? ,614 56\, 7SS 
.............. . ...... .. .... 

0 244,330 
0 83,81\ 
0 2,23 

616 25,739 
(\ ,830) 41,918 

............... .. ....... ....... 
(1,214) )98,032 . . . . .. . . .. .. . . . . ............ 
25,828 163,723 

...•........ ........•... 

\,603,006 
............ 

8.60X 10.211 ............ • ••••••••••• 

-
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SOUTHERN STATES UTILITIES, INC. 
ADJUS TMENTS TO OPERAtiNC STAtEH£NT 
PROJECTED TCST TEAR £110£0 12/31/90 

EXPLANATION Of .ADJUSTKEIITS 

(I) OPERATIIIC RtVENUES 

(A) To remove the ut ility'' request~ 
Inter •• Increase. 

(2) TAXES OTHCR THAN IN 

(A) To adjust regulatory auess-nt 
fees on test yeer revenues fr~ 
4 1/2 X to 2 1/ZX. 

(B) t o odjusts regulatory asaes~t 
f~s on the lldjust~~~ent to lltV'IUIIIze 
revenues from 4 1/2 X t o 2 1/ZX. 

<C> To remove regulatory asses$ment 
f~s associated wi th the ut•llty•s 
requested lnterl• Increase. 

TOTAL ADJUSTKEIIt 

()) OPERA Tl NC REVENUES 

(A) To refl ect the requlr~ Inter!• 
revenue increase. 

(4) tAXES OtHER THAN INCOfotE 

(A) To reflect regulatory asses~nt 
fees on the Inter!• Increase. 

(5) INCOMt lAX(S 

(A) To reflect Income taaes related to 
the recormended In t erl• r o:venue 
requlr~t. 

SCHEDJIE NO. 3-B 

SCHEDUlE 110. :S ·B 
oocu t 1<0. 890868 · liS 

VAT(P 

. •••.•...•.. 

(10,3\7) 

(426) 

( I, 961 ) 

( 12, 704) 
............ 

24 .t 14 . .......... . 

' 616 . •.......... 

' (1,8}0) 

•••••••••••• 

I 

I 
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