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In re: 
UTILITY 
ceed1ng 
County 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

Applicat ion of OCEAN REEF 
COMPA~Y for limited pro­
to reduce rates in Monroe 

) 
) 
) 
) 

DOCKET NO. 891004 - SU 
ORDER NO. 22015 
ISSUED : 10-9-89 

_________________________________ ) 

The foll owing Commissioners participated 
disposit ion o( this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDE~ APPROVING APPLICATION FOR REDUCED RATES 

BY THE COMMISSIOJ: 

in the 

NOTICE IS HEREBY GIVEN by the Florida Publ ic Service 
Commission that the actions d iscussed herein are preliminary in 
nature and will become fina l unless a pe r son whose 1nte rest s 
are substantially affected files a petition in acco rda 1ce wi th 
Rule 25-22.019, Florida Administrative Code. 

Ocean Reef Utility Company, {"Ocean Reef" or ·· utility"'), 
owns and operates the sewer treatment and collect 10n sys tern 
within the Ocean Reef Development in North Key Largo, Florida 
se rving approximately 388 residential customers and 185 general 
service customers . The utility had annual sewer revenues in 
1988 of $412 ,108 and reported a net operating income of $42,940. 

On Novembe r 5 , 1974, the Sewer Capital Reserve Fund {or 
Trust ) was created pu rsuant to the Sewer Capital Rese rve Fund 
Agreement enLered into beLween the Ocean Reef Club, Inc., (the 
ut ility' s predecesso r in interest) , and certain property 
owners· associations within the Ocean Reef Development. The 
Sewer CapiLal Reserve Fund Agreement provides as follows: 

OOCUt~ENT NUli.~G< -DATE 
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(a) The Trust h as a perpetual existence and exists 
for the benefit of Ocean Reef prope rty owners; 

(b) The Trust is to be funded with as sessments 
against Ocean Reef property owners collected 
through the Ocean Reef Improvement Associat i on ; 
and 

(c) Trust funds are to be used to defray the costs of 
repair and replacement O[ the Oceon Reef sewage 
collection system. ! 'he funds are also to be 
expended for costs incurred for treatment 
facility expansion to the Ocean Ree f sewage 
system which are required by more stringent 
government sewage t real nent standards. 

In 1985 , the u ility replaced certain sewage treatment 
facilities at the Ocean Reef Developmen t whi ch were obso lete or 
not operational. These replacements were installed for the 
purpose of, among other thing s, treating sewage in accordance 
with more stringent sewage treatment standards promulgated by 
the Florida Department of Environmental Regulation . 

In February, 1986, the utility (by and th rough the Ocean 
Reef Club, Inc.) filed an application for increased ... ewer rates 
with this Commi ssion pursuant lo Section 367.081 , Fl o rida 
Statutes. During the course of the rate case , the Tru stees of 
the Sewer Capital Rese rve Fund filed a Circuit Cour L action 
regarding the ownership of the collection system and whether 
the cost of the plant r efurbishment should be reimbursed by the 
Fund. The Commission was unable to make a decision regarding 
this reimbursement due to the many uncC'rtainlies sucround.ing 
it: the length of time before the circuit court action would 
be complete, the outcome regarding the possible reimbursement, 
and if a rei mbursement wa s ordered , what the amount would be. 
Therefore, by Order No. 17760, issued June 29 , 1989 , the 
Convnission adopted and approved the s ipulation between the· 
parties to the Circuit Court action. That stipulation provided 
as follows: 

If the Trustees r e imburse the utility for the cost of any 
asset which is currently a part of the rate base , such 
contributions shall be treated as CIAC, and such amount 
shall be deducted from the rate base. The CIAC account 
will be 1ncreased in the rate base schedule by the amount 
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o( the reimbursement rece1ved. The operating statement 
will be affecLed by a reduction in depreciation expense , 
income taxes, regulatory assessment fees and the net 
operating 1ncome. The result will be a reduced revenue 
requirement. TC such reimbursement is made before the 
parties submit their Bri efs, the above referenced 
adjuslments wi 11 be made and inco rporated into the 
Commission's fin a l order. If the reimbursement is made 
afler the Bri Cs are filed, the above referenced 
adjustments shall be made in a limited proceeding pursuant 
to Section 367.0822 , Floridd Statutes. In the limited 
proceeding, the reduced revenue roqu i r emen t that is the 
result of the reimbursement will be calculated, the 
percentage or the decrease in the revenue requirement 
shall be applied across the board to all rate schedul 'S 

approved in the Commission's final order. 

I 

On June 2, 198? , the utility received payment fr om the 
Sewer Capital Reserve Fund, for partial reimbursem nt for the I 
replacement work refer red to above, in the amount of 
$130,921.00 . On July 28, 1989, the utility filed an 
appJication for a limited proceeding to reduce its rates for 
the reimbursement received as di ~ected by the stipulation 
adopted in Order No. 17760 and this docket was opened . 

Schedule J, attached hereto, is the calculation submi t ted 
by the utility. We have reviewed the calcu l ation and f ound no 
error in the methodology. The utility used the l ast autno rized 
rate of return (from Order No . 17760) and the depreciation rate 
used in the last dockeL for treatment and disposa l e quipment. 
The stipulation, which detailed the mechanics of this rat e 
decrease, also stated that any related income tax expense 
should be included in the r eduction . However , the Order 
included a zero tax expense, therefore there is no income tax 
expense related to the contributed plant. 

We compared the proposed reducti on to t he annualized 
rC"venues calculated using 1988 year-end customers and the most 
recent rates (approved in Order No . 21575, 1989 pdce index 
appl icalion) to detet mine the percentage decrease. The 
utility's calculations resulted in a 5 . 09\ reduction in rates. 
We find that the utility rounded the percent age reductio n 
incorrectly and the end result should be a 5.10\ reduction. 
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Therefore we find it appropriate to app rove the ut ility ' s 
applicalion to reduce rate base and adjust ca tes, as adjusted 
to the 5 . 10\ amount. Th1s will ge nerate a reduction in gross 
annual revenues o f $1.1 , 982. The f ollowing rates arc designed 
to implement ou r decision . The ulility' s present and proposed 
rates, and those 'approved herein are set for~h be l ow Co r 
compa riso n: 

SEWER 

{5.10\ REDUCTION) 

RESIDENTIAL 

oescrj_pt ion 

One-Bath Unit (Fl at Rate) 
Two-Bath Unit (Fl at Rate) 

Utility 
Present 
Rates 

$ 26 .87 
26.87 

Uli li ty 
Proposed 
Rates 

$ 25.51 
25.51 

Conunission 
Approved 
Rates 

$ 25.50 
25.50 

GENERAL SERVICES & MULTI RESIDENTIAL SERVICE 

Utility Utility Convni ::. s ion 
Present Proposed App LOVCd 

Meter Size Rates Rates B!les 

5/8" X 314" $ 14.65 $ 13.91 $ 13 . 90 
1" 36.64 34.78 34.77 

1-1/2" 73.26 69.53 69.52 
2" 117. 22 111.25 111. 24 
3" 234.45 222.52 222.49 
4 '" 366.33 347 . 68 347.65 

G~llonage Charge $ 2 . 41 $ 2 . 29 $ 2.29 

The reduced r ates s hall become effective for meters read o n or 
after thirty d a ys from date that this Order becomes final. 
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ORDERED that if a timely protest is not filed, the docket 
shall be closed upo n staff ' s approval of revised tariff shec • s. 

By OROER of the Florida 
lh is 9th day of Oct ober 

{ S E A L ) 

DAS 

Pub 1 ic Service Commission 
_________________ , 1989. 

NQ..TICE' OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commi ssion is required by 
Section 120.59(4) , Florida Statutes, to notify paries of any 
administrative hearing or judicial review of Commi!:. s1on orde rs 
t hd l is available under Sections 120 . 57 or 120 . 68 Florida 
Statutes , as well as the procedures and lime limits that 
a pply . Th is notice s hould not be construed to mean all 
requests for an administrative hearing or j udicial review will 
be granted or result i n the relief sought . 

The ac ion proposed herein is preliminary in nature and 
will not become effective o r f inal, except as prov ide d by Rule 
25-22.029, florida Administrative Code . Any per son whose 
s ubstan ial inleres~ s arc affected by the ac ion pro posed by 
th is order may file a petition Cor a formal proceeding , as 
provided by Rule 25- 22.029 {4) , F l orid a Administrative Code , in 
t he form provided by Rule 25-22.036 {7)(a) and ( f ) , Florida 
Adminis rative Code. This petition mu s t be received by Lhe 
Di rector , D1visi o n of Records a nd Reporli ng at his office at 
10 1 East Gaines Street , Tallahassee , Florida 32399-0870 , b y the 
close of business on Oc tober 30 , 1989 
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In lhe absence of such a petition, this order shall become 
ef fecli ve on the da y subsequent to the above date as provided 
by Rule 25-22.029(6 } , Florida Admi nistrative Code, and as 
reflected in a subsequent order. 

Any objection or protest filed in this docket before the 
issuance date of this order is consider.:-d abanJoned unless it 
satisfies the foregoi ng condilions and is renewed within the 
specified protest pe riod. 

If thi s order becomes final and effective on the da e 
described above , any p a rty adv~rsc ly affected may request 
judicial review by the Florida Supreme Court in the case of an 
electric, gas or telepho ne utility or by the First Di s tcic'. 
Court of Appeal in tile ca5e of a water or sewer utiltty by 
filing a notice c f appeal with the Direc o r, Divi sion of 
Records and Reporting and filing a copy of Lhc notice of appe al 

I 

and Lhe filing fee with the appropriate court. This filing 

1 must be completed within lhirty (JO) days of the effec ive dale 
of this order, pursuant to Rule 9 . 110, Florida Rules of 
Appellate Procedure. The notice o( appeal must be in the form 
specified in Rule 9.900(a), Flo rida Rules of Appe lla' ~ 
Procedure. 
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