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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application of MARION OAKS 
UTILITIES, a division of UNITED FLORIDA 
UTILITIES CORPORATION, to modify water 
and sewer service availability c ha rges 
and allowance for funds prudently 
invested charges in Marion County 

DOCKET NO. 881406-WS 

ORDER NO . 20944 

ISSUED: 3-27-89 

The following Commissioners participated in the disposition 
of this matter: 

THOMAS M. BEARD 
BETTY EASLEY 

GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER APPROVI NG MODIFICATION OF SERVICE 
AVAILABILITY CHARGES AND APPROVING ALLOWANCE 

FOR FUNDS PRUDENTLY INVESTED CHARGES 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the actions discussed herein are preliminary in 
nature and will become final unless a person whose interests 
are substantially affected fi l es a petition for a formal 
proceeding pursuant to Rule 25-22.029, Florida Administrative 
Code. 

BACKGROUND 

Marion Oaks Utilities {Marion Oaks or utility) is a utility 
which provides water and wastewater service to approximately 
2,000 residential and general service customers in Marion 
County. On October 26, 1988, Marion Oaks filed an application 
for an increase in service installation charges for water and 
wastewater, an increase in main extension charges for water and 
a reduction in meter installation charges. The utility also 
requested an allowance for funds prudently invested {AFPI) 
charge and to be al l owed to gross-up its plant capacity and 
main extension charges for both water and wastewater. The 
application was found deficient and the util ity was so 
notified. On December 15, 1988, Marion Oaks completed its 
application. 

REQUES1 FOR WAIVER OF RULE REQU IREMENT 

I 

I 

The utility's application was based upon a test year e nded 
March 31, 1988. Under Rule 25-30.565{4){e-g), Florida 
Administrative Code, Mar ion Oaks was required to file certain 
schedules based upon information iiS of 90 days prior to the 
application. However, by letter dated December 13, 1988, the 
ut ility requested that we waive this requirement. The utility 
stated that it filed the information based upon a March, 1988 I 
test year because it had already prepared tho information for a 
rate case, which was subsequently withdrawn. 

Although the info rmation is some five months older than 
required by the r ule, we believe that it is still fresh and 
accurate. It does no t appear that any circumstances have 
c hanged and the utility has experienced litlle growth during 
this time. we, therefore, find it appropriate to grant its 
request for a waiver of the requirement that it file bc hedules 
based upon information as of 90 days prior to ils application. 
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MAIN EXTENSION CHARGE 

Mario n Oaks has requested t hat we approve a n increase in 
its main extension charges from $210 t o $434. The proposed 
charges were derived from the· historical cost of transmission 
and distribution lines. The average cost of these 1 ines, per 
equivalent residential connection (ERC), was dete r mined by 
dividing t he historical cost by the number of ERCs connected by 
these lines. We find this method of calculation, and the 
proposed chargt;s derived therefrom, to be reasonable . Marion 
Oaks' propo sed charge i s , therefo re, approved. The utility ' s 
current main extensi o n chatge fo r wa s t e water is $ 550 per ERC. 
It did not request any change in this charge and and we do not 
be l i eve that a ny change is warranted at this time. 

SERVICE INSTALLATION CHARGES 

Marion Oaks requested that we approve an increase in its 
service installation charges. A "service" is the line fro m the 
utility's water main to the meter or the line from t he "point 
of collection" (property line) to the utility's collection 
system. The proposed charges were derived from the average 
costs for labor, equipment and materials for 3/4" and 1" single 
and double service installations . Base d upon the historical 
costs, as reported by t he utility, the requested charges appear 
reasonable . The following charges are, therefore, approved: 

Meter Size 
5/8" X 3/4" 

1" 
1-1/2" 

2" 
Over 2" 

Service Installation Charges 

Present 
$112 . 00 
$162.00 
$251.00 
$300.00 
Actual Cost 

SEWER 
All M~Sizes 

Pre sent 
$120.00 

Approved 
$150.00 

METER INSTALLATION CHARGES 

App roved 
$170 . 00 
$170.00 
Actual Cost 
Actual Cost 
Actual Cost 

Marion Oaks has also requested that we approve decreased 
meter installation charges. The proposed charges are based 
upon actual meter, labor and equipment costs. Based upon these 
costs, as reported by the utility, the proposed charges appear 
reasonable and are, therefore, approved. The approved meter 
installation charges are set forth below . 

METER INSTALLATION CHARGES 

Meter Size Charges 

Present A~~ roved 
5/8" X 3/4" $ 89.00 $ 69.00 

1" $145.00 $ 99.00 
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Meter Size Charges 

$ 2 01.00 
$345.00 
Actual Cost 

AFPI CHARGES 

Actual Cost 
Actual Cost 
Actual Cost 

Marion Oaks has also requested that we approve AFPI 
charges. AFPI charges are c ha rges designed to allow a utility 
to recover a fair rate of return on portions of plant 
facilities which were prudently constructed, but which exce d 
the amount necessary to serve current customers. Our practice 
has been to al l ow a utility to accumulate the carrying costs 
associated with the excess plant as AFPI charges, to be 
collected from future customers at the time of connection. 
This one time connection fee is based upon the number of 
customers i n ERCs and is generally applicable to all future 
customers who have not already prepaid connection fees , 
contributions-in-aid-of-construction (CIAC) or customer 
advances. 

Water Treatment Plant - The proposed AFPI c harges for t he 
water treatment plant begin at $1.31 in January, 1988 and 
accumulate to $96 . 63 after five years. Our review of the 
utility's application indicates that certain adjustments need 

I 

to be made to the proposed charges. First, based upon our I 
analysis of capacity and current demand, we find that the water 
treatment plant is 82 percent used and usefu 1 rather than 82.66 
percent used and useful as reported by Marion Oaks. We find 
further that the plant wi 11 be able to serve 1 ,614 f uture 
customers rather than 1,190, as stated by the utility. In 
addition, Marion Oaks utilized a 12.28 percent return on equity 
in its calculation of the proposed charges . However, Marion 
Oaks ' last autho rized return on equity, established by this 
Commission in Order No. 16778, i ssued October 27, 1966, is 
13.43 percent. We have, therefo re, used this percentage of 
return in our calcu l at i o n of the appropria te AFPI charges. 

Based upon the utility's application and the adjustments 
discussed above, we Cind that the appropria te AFPI charges fo r 
the water treatment plant shou ld begin at $1.11 and accumulate 
to $81.60 after five years. The approved charges are set forth 
on Schedule No.1. These charges will only be applicable until 
Marie n Oaks provides service to 1, 6 14 additi ona l ERCs . 

Water Dist ribution System Fo r the water distribution 
system, Marion Oaks reques ted that we approve AFPI charges 
which begin at $4 .05 in January, 1988 and accumulate to $308.78 
after five years. As with the charges for the water treatment 
plant, we have adjusted the return on equity to 13.43 percent, 
the percentage approved in the utility's las t rate case. Based I 
upon the utility's application, adjusted a .. stated, we find 
that the appropriate AFPI charges for the water distribution 
s y stem should begin at $4.42 and accumulate to $343 .62 after 
five years. The charges approved herein are set forth o n 
Schedule No . 2. These c harges will only be applicable until 
t he utility provides service to 5,189 additional ERCs. 

Wastewater Treatment Plant - Mari on Oaks requested AFPI 
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charges for its wastewater treatment plant wh ich begin at $ 6.34 
i n January, 1988 a nd accumulate to $1161.77 after five years . 
Our review of the utility's applicati o n indicates, however , 
that certain adjustmen ts need to be made. Fi rst, based upon 
ou r analysis of plant capacity and curren t demand, we fi nd that 
the plant is 53 percent used and u seful rathe r than 74 pe r cent 
as reported by the uti l ity. The mai n difference in our 
calculati on is that we used average daily flc.ws ra ther t ha n 
peak flows t o determine curren t demand. Our u se of the average 
daily flows is cons i sten t with Commiss i on practi ce and t he 
method u sed in t he utility ' s l as t rate case . We have a l so 
adjusted the number o f future cus tome t s a nd t he return o n 
equity, a s discus se d abov e . 

Based upo n the utility's application and the adjustments 
d i scussed abo ve. we find that the appro priate AFPI charges for 
the wastewater treatment plan t should begin at $ 10.97 and 
acc umulate t o $ 790.72 after five years . The cha rges approved 
herein are set f o rth o n Schedule No . 3. These charges w i ll 
only be applicab l e unti l the u t i li ty prov ides se rvice to 464 
add i tio na l ERCs. 

Wastewater Collection System For the wastewate r 
collect i o n s ys tem, Marion Oaks requested AFPI charges which 
begi n at $ 9 .60 in January, 1968 and accumulate t o $7 30. 99 after 
five y ea r s. We h ave ad j u sted t he u ti li t y ' s proposed c h arges to 
utilize its last authorized return on equ i ty, as di scu ssed 
above. Based upon the u ti li ty ' s appl i cation, as adjusted , we 
find that t h e appropriate AFPI charges for the wastewater 
collection system shou ld begin at $10.46 a nd accumulate to 
$ 813.48 after f ive years . The c harges approved he r ein a r e set 
forth on Scedule No. 4 . These charges wi I I be applicable o n ly 
until the utility has pro vided service to 15 1 additional ERCs. 

Acc r ual Peri od - We beli eve lhat five years i s a pru dent 
per iod f or a uti l ity to accrue carrying costs o n e xcess p l ant 
and t hat excess capacity to serve growth be y o nd five years is 
imp rudent, unless extrao r dinary o r u nusua l r i r c umstances are 
demons t rated. We do not be l ieve t hat tho.! utili ty h a s jus tified 
a longer period. In fact, lhe utility ' s reque s t a l so caps the 
AFPI charge after five years. 

Mar ion Oa k s " pro posed c harges beg i n accruing in January, 
1988. However, its appl i cat i o n utilizes a test year e nd i ng 
March 25 , 1988. We f i nd t hat t he c h arges s hould not begi n t o 
accrue befo re the end o f the tes t year . There f o re , we h ave 
ca l cu la ted the AFP l c ha rges for a five-year period begi nning 
April, 1988 and ending March , 1993 . After Marc h, 1993 , the 
uti l ity may sti ll co llect the AFPI c h arges , h owe ver, the 
charges w1ll r e main fixed after March, l993, to ref l ect t hat 
the uti li t y s ho u ld bea r the additiona l costs o f ca r rying the 
e xcess plant after that d a t e . T he AFP I c h arges approved herei n 
will be effective Cor connections made o n o r after t he stamped 
approval date o n the revised tariff s heets . The revised ta r iff 
sheets wil l be approved upo n Staff ' s verifi cat i o n t hat the 
tariff sheets are c o ns i sten t wi t h our decision. 

GROSS-UP OF C IAC 

In its app li cat i on. Marion Oaks a l so r equested that we 
approve its r eques L t o "gross-up" C lAC i n order t ·O o ffset the 

199 



200 

ORDER NO. 20944 
DOCKET NO .. 881406-WS 
PAGE S 

effect of the repeal of the exemption of CIAC from gross income 
under the Federa l Ta x Reform Act of 1986. The utility 
requested, however, that we defer making a decision on this 
request until some later date . We agreed to defer 
consideration of this issue and will, therefore, address t his 
matter in a subsequent order. 

Base upon the foregoing, it is 

ORDERED by the Florida Public Service Commission that the 
provisions of this Order are issued as proposed agency action 
and will become f inal unl e ss an appropriate petition, in the 
form prescribed by Rule 25-22.036, Florida Administra tive Code, 
is received by the Directo r of the Division of Records and 
Reporti ng at 101 East Gaines Street , Tallahassee, Florida 
32399-0870, by the close of bus iness on April 17, 1989. It is 
further 

ORDERED that Mario n Oaks Uti 1 it ies • r equest for approval of 
increased water main extension c ha rges is hereby approved, as 
set forth in the body of this Order. It is further 

ORDERED that Mario n Oaks Utilities· request for approval of 
increased water and wa s tewate r service installation charges is 
hereby approved , as set forth in the body of this Order. It is 
further 

I· 

ORDERIED that Marion Oaks Utilities' request for approval of I 
increased meter installation c ha rges is hereby approved, as set 
forth in the body of this Order. It is further 

ORDERED that Mario n Oaks Utilities · request for approval of 
AFPI charges is hereby approved, in part, as set forth in the 
body of this Order. It is further 

ORDERED that, if this Order becomes final, Marion Oaks 
Utilities shall file revi sed tariff pages which will become 
effective when stamped appro ved. The revised tariff pages will 
be approved upon Staff's verification that the revised tariff 
pages accurately reflec t t his Commission ' s deci s ion . It is 
further 

ORDERED that after Apri l 17, 1989, this Commission will 
issue either a notice of further proceedings or an Order 
indicating that the p rovisi o ns o f thi s Order have become final 
and effective. 

By 
this .. ORDER 

27th 

(SEAL) 

RJP 

of the Florida Public Service 
day of ____ ~HA~R~Cnll ______________ ___ 

Commission, 
1989 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Flor ida Public Servi ce Commiss i o n is required by 
Section 120 . 59 (4). Flo rida Statutes, to notify parties of any 
admi n istrative hea ring or judi cia l review of Commission orders 
that is availab l e under Sections 120. 57 or 120 . 68, Florida 
Statutes, as wel l as the procedures and time limits that 
apply. This notice s hould not be construed to mean a l l 
requests for an administrative hearing or judicial review will 
be gran ted or resul t in the relief sought. 

The actio n proposed herein is preliminary in na t ure and 
will not become effective or final, except as providud by Rule 
25 -22.029, Florida Administrative Code. Any person whose 
substantial interests are affected by the action proposed by 
this order may file a petition fo r a formal proceeding, as 
pro v i ded by Rul e 25-22. 029(4), Florida Administrative Code, in 
t h e form provided by Rule 25-22.036 (7)(a) and (f), Florida 
Administrative Code. Thi s petiti o n must be received by the 
Director , Divi sion of Records and Re po rting at his off i ce at 
101 East Gaines Street, Tallahassee , Florida 32399-11870, by the 
close of business on April 17, 1989. In the absence of s uch a 
petition, thi s ord e r sha ll become effective April 18, 1989, as 
provided by Rul e 25 - 22.029(6), Florida Administrative Code, and 
as reflected in a subsequent order. 

Any objectio n o r protest filed in t his docket before the 
issuance date of thi s order is c ons idere d abandoned unless it 
satisfies the fore goi ng conditions and is renewed within the 
specified protest period . 

If this order becomes final and effective on April 18, 
1989, any party adversely affected may request judicia l review 
by the Florida Supreme Court in the case o f an electric, gas or 
telephone utility or by the First District Court of Appeal in 
the case of a water or sewer utility by filing a notice o f 
appeal with the Director, Division of Reco r ds and Reporting and 
fili ng a copy of the no tice of appeal and the filing fee with 
the appropriate court. This filing must be completed within 
thirty (30) days of th effective date of this order, pursuant 
to Ru l e 9.110, Flor ida Rules of Appellate Procedure. The 
notice of appea l mu st be in the form specified i n Rule 
9.900(a), Flo rida Ru les of Appel l ate Procedure . 

A 
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HA~ION OAKS UTILITIES 
881406-WS 

Allowance for Funds Prudently Invested 
Schedule of Charges: 

Schedule No . 1 

-----------------------------------------------------------

88/89 89/90 90/91 91/92 92/93 

--------- --------- --------- --------- ---------

April 1.11 14 . 57 29 . 11 45.29 63.33 
May 2.23 15.77 30.45 46 .78 64 .99 
June 3.34 16 .97 31 .78 48.27 66.65 
July 4.46 18 .17 33. 12 49 .76 68.31 
August 5.57 19.37 34.46 51.25 69.97 
September 6.68 20.57 35. 79 52.74 71.64 
October 7.80 21.77 37.13 54.23 73 .30 
November 8.91 22.97 38.46 55.71 74.96 
December 10.03 24 .1 7 39 .80 57 .20 76.62 
January 11. 14 25.38 41.13 58.69 78.28 
February 12 .25 26.58 42.47 60 . 18 79.94 
March 13 .37 27.78 43.81 61.67 81. 60 
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MARION OAKS UTILI TI ES 
881406-WS 

Allowance for Funds Prudent ly 
Schedule of Charges: 

Schedule No. 2 

Invested 

-----------------------------------------------------------

88/89 89/90 90/91 91/92 92/93 

--------- --------- --------- --------- ---------

Apri 1 4.42 58.01 118.57 187 .01 264.36 
Hay 8.84 63.00 124 .21 193.39 271.56 
June 13.25 67 .99 129 .85 199.76 278.77 
July 17.67 72.99 135.50 206 . 14 285.97 
August 22.09 77.98 141. 14 212 .52 293.18 
September 26.51 82.97 146. 78 218 .89 300.39 
October 30 .93 87 .96 152.42 225.27 307.59 
November 35 .34 92.96 158.07 231.65 314 .80 
December 39.76 97 .95 163 .71 238.02 322 .00 
January 44.18 102.94 169.35 244 .40 329 .21 
February 48 .60 107 .94 174.99 250.77 336.42 
March 53 .02 112.93 180.64 257 . 15 343 .62 

-----------------------------------------------------------

I 
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MARION OAKS UTILITIES 
881406-WS 

Allowance for Funds Prudently Invested 
Schedule of Charges: 

Schedu 1 e tlo. 3 

-----------------------------------------------------------

88/89 89/90 90/91 91/92 92/93 

--------- --------- --------- --------- ---------

Apri 1 10.97 143.34 284.70 441.31 615 . 16 
Hay 21 .94 155.01 297 .63 4'55.66 631.12 
June 32.92 166.69 310.56 470.01 647 .08 
July 43 .89 178.36 323.49 484.37 663 .04 
August 54 .86 190.04 336.43 498. 72 679.00 
September 65.83 201.71 349.36 513.08 694.96 
October 76.80 213.39 362.29 527 .43 710.92 
November 87.78 225.06 375.22 541.78 726.88 
December 98.75 236.74 388.16 556.14 742 .84 
January 109.72 248.41 401.09 570.49 758 .80 
February 120.69 260.09 414.02 584 .84 774.76 

ERR 131.66 271.76 426.95 599.20 790.72 

-----------------------------------------------------------
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MARION OAKS UTI LITIES 
881406-WS 

Allowance for Funds Prudently Invested 
Schedule of Charges: 

Schedule No. 4 

-----------------------------------------------------------

88/!!J 89/90 90/91 91/92 92/93 

--------- --------- --------- --------- ---------

Apri 1 10.46 137 .33 280 . 70 442 . 73 625.83 
May 20.r z 149. 15 294 .06 457.82 642.89 
June 31.3~ 160.97 307 .41 472 .92 659.95 
July 41.84 172.79 320.77 488.01 677.01 
August 52 .29 184.61 334. 13 503.11 694.07 
September 62 .75 196 .42 347 .49 518.20 711.13 
October 73.21 208.24 360.84 533.30 728. 19 
November 83.67 220.06 374.20 548 .39 745 .24 
December 94.13 231.88 387.56 563 .49 762 .30 
January 104.59 243.70 400.92 578. 58 779.36 
February 115.05 255.52 414 . 27 593 .68 796.42 
March 125.51 267 .34 427.63 608.77 813 .48 

-----------------------------------------------------------
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