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BEFORE THE FLORIDA PUBLIC SERVICE COm1ISSION 

I n re : Appl ica tion for a rate increase ) 
in Marti n County by Hobe Sound Water ) 
Company ) 

---------------------------------------> 

DOCKET NO. 900656-WU 
ORDER NO. 24485 
ISSUED: 5- 7 - 91 

The following Commissioners purticipated in the disposition of 
this matt er : 

THOMAS H. BEARD, Chairman 
J . TERRY DEASON 

BETTY EASLEY 
GERALD L. GUNTER 

NOTICE OF PROPOSED AGENCY ACIION 
ORDER GBANTING FINAL BATES AND CHARGES 

AND REQUIRING REPORTS 

BY THE COMJHSSION: 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is pn~U mina ry in 
nature and will be c ome fina l unless a perso n whose i nteres t s a r e 
substantially affect ed files a peti tion f or a formal proceeding 
pursuant t o Rule 25-22.029 , Florida Administrative Code . 

BACKGROUND 

On November 21, 1990 , Hobe Sound Water Company ( Hobe Sound or 
the uti lity) filed i s mi n imum filing requirements (MFRs) f o r a 
rate increase . The HFRs were accepted as complete a nd that d a e 
was established as the official date of filing. The test year for 
f i nal rate d etermination is the projected twelve -month period e nded 
December Jl , 1 990 , based on the h istorical year ended December 31, 
1989 . The util i ty requested that this case be processed pursuant 
t o the proposed agency action process as provided for i n Section 
367 . 081(8 ), Florida Statutes . 

The u tility also requested interim water rates designed t o 
generate $1 , 004,907 in annual revenues . These revenues exceed tes t 
year r e ve nues by $ 248 , 970 for a n incr ease of 32 . 94 percent . By 
Commiss i on Order No . 24048, issued on January 31 , 1991, Hobe Sound 
was grante d i nterim water rates which would exceed t e s t year 
r evenues by $227 ,163 for a n i nc r ease of 29 . 39 percent. 
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In its application, Hobo Sound has requested final water rates 
des i gned to generate annual revenues of $1,280,927 . These revenues 
exceed test year reve nues by $507,536, representing an increase of 
65 .62 percen t. 

QUALITY OF SERYICE 

Our analysis of the overall quality of service provided by the 
ut i lity is based upon our evaluation of the utility's compliance 
with the rules of the Department of Environmental Regulation (DER) 
and Health Department water standards, the quality of the water 
produced by the utility, the oper at1onal conditions of the 
uti lity's plant and customer satisfaction . 

Hobo Sound is a Class B utility which provides water service 

I 

in Martin County to customers located in Hobe Sound and Jupiter 
Island, Florida . The util i ty provides water service to 1,131 
residential and 79 commerc i al customers. Treatment of raw water 
obtained from several wells within the area includes chlorination I 
and aeration. 

On- site inspection of the uti lity plant and distribution 
system indicated that the water treatment plant and distribution 
system were operating satisfactorily and were receiving adequa t e 
maintenance . Also, the utility is in compliance with DER operating 
standards and no complaints or orders have been filed with this 
Commission against Hebe Sound. 

On January 24 , 1991, a customer meeting was conducted by our 
s taff in the uti lity ~ervice area to gather information f r om the 
customers regarding quality of service and other matters . 
Approximately five customers attended. During the meeting, none of 
the customers had any comments. Afterwards, one of the custome r s 
expressed h is satisfaction with the utility ' s quality of serv ice. 

Upon consideration of the above, we find that the quality of 
service provided by Hebe Sound in treating and distributing water 
is satisfactory. 

RATE BASE 

Our calculations of the appropriate water rate base are 
attached to this Order as Schedule No. 1-A. Our adjus tments are 
attached as Schedule No. 1-B. Those adjustments which are self- I 
explanatory or essentially mechanical in nature are set forth in 
those schedules without any further discussion in the body of this 
Order . The major adjustments are discussed below. 
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Margin Reserve 
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Margin r eserve l.S the concept whereby the Commi ssion 
recognizes c~rtain costs the utility incurs in providing capacity 
s ufficient to meet short term growth without impairing the 
utility ' s ability to provide safe and adequate service to existing 
cus tomers. However, in this case the utility did not request any 
margin reserve, so none was included. 

Used and Useful 

We calculated the used and useful percentages for the water 
treatment plant by adding the maximum daily flow of 4, 582, 000 
gallons per day (gpd) and the required fire flows of 360, ooo 
gallons less excessive unaccounted for water of 60 ,79 5 gpd, then 
dividing by the total plant capacity of 4,420, 000 gpd. The utility 
d i d not request margin reserve, so margin reserve is not included 
in this calculation. Based on the calculation above, we find the 
appropriate used and usefu l level of the water treatme nt plant to 
be 100 percent. 

According to the HFRs filed by the utility , the water 
distribution system is 100 percent used and use f ul based on 
population density . However, we have adjusted this used and useful 
calculation based on our practice of using the number of existing 
lots, 1220, plus margin reserve (none, as the utility did not 
request one) by the total number of potential lots, 1 4 35 (12 20 + 
215). Therefore , we find the appropriate us ed and useful level of 
the water distribution system to be 85 percent. 

Non-used and Useful 

Based on our policy, the non-used and useful portion of the 
plant was removed from rate base. Therefore, we decreased the 
utility plant-i n-serv ice account by $90,972, with a corresponding 
reduction to accumulated depreciation of $51, 316 a nd to 
depreciation expense of $2, 756 . Property tax expense ass ociated 
with this plant adjustment was decreased by $738. 

Composite Ad1us tments 

Composite adjustments to utility plant-in-service, land, 
accumulated depreciation, and depreciat~on expense have been made. 
These corrections are discussed below. 

We increased plant-in-service to reflect the purchase of a car 
telephone for the operations supervisor incorrectly charged to the 
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communication expense account . Therefore, communication expense 
was decreased by $837 and uti lity plant-in-service was increased by 
$837 , with a corresponding increase to accumulated depreciation and 
depreciation expense of $38 in each account. 

I 

The utility land account was adjusted for several inco rrect 
additions made since 1981. The utility was unable to provide 
documentation supporting $5,738 added in 1981, or a miscellaneous 
credit of $830, tor a net addition of $4,908. A 1985 net addition 
of $2,398 represented a May journal entry for road engineering for 
$3,743 . 60, which should have been cla~sified as plant improvements, 
and an undocumented credit of $1,345.70. The 1981 land addition 
was disallowed due to a lack of adequate support and the 1985 road 
engineering charge was reclassified to structures and iruprovements 
per the 1984 NARUC Account Distribution Index for Water Utilities. 
Tho two miscellaneous credits were also disallowed due to lack of 
documentation. The net effect of our adjustments is a reduction to 
land by $7,306, an increase in utility plant-in-service of $2,398, 
an increase in accumulated depreciation of $792 , and an increase I 
depreciation expense of $233. 

Hobc Sound's MFRs and books did not reflect the adjustments to 
utility plant-in-service and accumulated depreciation that were 
made in a previous rate case, in Docket No. 800776-W , Order No. 
10368, issued on November 2 , 1981. The utility stated that $13, 000 
removed from plant and a corresponding $758 removed from 
accumulated depreciation were in error ; therefore, t he amounts were 
not removed from rate base. However, the utility could not provide 
support for its position that the amounts should be included in 
rate base. An additional $6,537 of accumulated depreciation 
disallowed by this Commission in the same order was uncontested by 
the utility . Therefore , we reduced plant-in-service by $13,000, 
reduced accumulated depreciation by $15,633, and depreciation 
expense by $394. 

A reductio n of $2,000 to both utility plant-in-servic e and to 
accumulated depreciat ion was made for a standpipe no longe r in use. 

Removal of Allowance for funds Used During Construction CAFUDCl 

Hobe Sound accrued AFUDC from April through December, 198 9 , 
wit hout requesting an approved rate. Because the AFUDC charged 
during that period was not approved by us, it must be removed. 
Therefore, we find that utility plant-in-service should be reduced I 
by $68,198 to reflect the removal of AFUDC that was accrued without 
Commission approval. Corresponding reductions shoul d be made of 



I 

I 

I 

ORDER NO. 24485 
DOCKET NO . 900656-WU 
PAGE 5 

$4,340 to accumulated depreciation and $2,067 to depreciation 
expense. 

Rate Base Treatment 

The utility requested a projected year-end rate base because 
it replaced substantially all of the original treatment and storage 
facilities in 1989, at a cost of approximately $1.6 million, and 
because it was in the process of adding four new wells and 
implementing saltwater monitoring at an estimated cost of $450,000 
in 1990 . Tho improvements made in 1989 are fully recognized in 
rate base. 

We analyzed the effect of utilizing a year-end rate base in 
this case. Wo determined that the rate base would be at its 
highest point at the end of 1990. The utility's growth rate is 
less than two percent and the utility is near build-out . It has 
already replaced ita water plant. Due to the effects of 
accumulated depreciation, the rate base will decline after 1990, 
unless further major construction takes place. In response to our 
inquiry , tho utility informed us that it has no present plans for 
such construction. We find that the utility failed to make the 
requisite showing of extraordinary circumstances , such as 
extraordinary growth, in order for us to approve the use o f a year­
end rate base. 

In Citizens of Florida v. Hawkins , 356 So.2d 254 (Fla. 1978), 
the Court opined, "It is apparent, however, that the average rate 
base approach can produce a distorted picture of future conditions 
when the company is experiencing extraordinary growth due to 
rapidly increasing demands for its services, as in periods of great 
population influx, or when other factors are forcing investment 
costs upward without a concomitant increment in revenues. This 
latter phenomenon, commonly referred to as 'attri tion', is 
principally tho by-product of i n flation. " 356 So.2d at 256 . The 
Court goes on to say, "Our review of the record indicates that t~e 
Commission ' s concern for the erosive effect of attrition on the 
company's ability to earn its fair rate of return is indeed well­
founded . We do not, however, conclude f rom that fact alone, as the 
Commission did, that a year-end rate base ' is the most practical 
way by which to alleviate the proble~. · Rather, we hold that a 
separate attrition allowance is the appropriate tool. For one 
thing, attrition is more easily quantifiable than growth. " ~at 
258. The Court admonished the Commission, stating " in future rate 
cases, and on remand here, these uncertainties will be eliminated 
by having tho Commission predicate its decision regarding the use 
of a year-end rate base solely on considerations of extr aordinary 
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growth, and by requiring all adjustments for attrition t o be 
encompassed within a separate allowance." .liL.. 

Although we are denying the utility's request for rate base 
treatment, we do find that a pro t orma adjustment should be made to 
depreciation expense to mitigate the effect of the half-year 
depreciation convention, which caused the utility to include only 
half of its depreciation expense on the new plant additions in the 
test year. This adjustment allows the utility to recover its full 
deprec i ation expense during the years in which the rates will be in 
effect. We find the appropriate adjustment is an increase t o 
depreciation expense of $9 ,873. 

Plant Additions 

Hobe Sound projected that it would complete $463,308 in plant 
additions during 1990. The actual f i gure was $600,417 for a 
difference of $137, 109. Using the half-year convention, t he 
a djustment to accumulated depreciation and depreciation expe nse I 
would be an increase of $2, 077 t o both items. 

The utility requested that the rates s hould be based upon 
actual information as it becomes available, in place of 
projections . Thus, if the utility incurred capital expenditures in 
e xcess of those proj ected, that excess should be a n addition to 
rate base. We concur. This results in an i ncrease of $68, 555 to 
utility plant-in-service, and $1,039 to accumulated depreciation, 
with an increase of $2,077 to depreciation expens e. We find these 
adjustments to be appropriate. 

Capitalized Labor 

Hobe Sound docs not capi talize labor for the installa ion of 
meters . The NARUC Uniform System of Accounts, Account Number 334, 
me ters and meter i ns tallations, states that "It shall also include 
the cost of labor employed, materials used and expenses incurred in 
connection with the original installation of customer meters . .. " 
Since tho last rate case , 494 meters have been installed. We 
calculated the cost of meter ins allations since the last rate 
case , based on information provided by the utility, to be $5,545. 
This amount has been added to utility plant-in-service. The 
associated accumulated depreciati on is $1,189 for all years since 
1980, and tho depreciation expense, using h a lf-year convention, to 
be included in the test year is $10. Salaries expense and benefits I 
in the test year amount to $371, a nd payroll tax is $27. 
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Hobe Sound also docs not capitalize labor associated with 
construction. NARUC Uniform System of Accounts Accounting 
Instruction 19 requires that the cost of labor be included in the 
utility plant accounts . Labor is defined as "the pay and expense 
of employees of the utility enl)agcd on construction work, and 
related worker' s compensation i nsurance , payroll taxes and similar 
items of expense ... 

The construction period for the Hobe Sound water plant 
addition was the last half of 1989 and the first half of 1990. Our 
analysis of payroll showed that the total salaries expense at 1990 
rates would be $233, 397 . The actual per the utility, including 
overtime and construction bonuses, 1s $245,880. Tho MFRs showed 
s alaries expense of $259,565. The $13,685 by which MFR salaries 
exceed actual are discussed below. We find that the $12,483 by 
which actual salaries for the test year exceed regular s alaries 
e xclud1ng overtime and construction bonuses , is prope rly 
c apitalized as utility plant-in-service. The associated benefits 
of $1 ,7 50 and payroll tax of $1,067 should also be capitalized for 
an average total increase o! $7,650 to ut i lity plant-in-s ervice 
with corr sponding decrea ses to the appropriate expense accounts. 
Using the half-year convention, accumulated depreciation shou l d be 
increased by $129. 

The following total adjustments were made : utility plant-in­
service wa s increased by $13,195 and salar ies expense and related 
benefits decreased by $14,604 to recognize labor costs which were 
expensed rather than capitalized. Corresponding adjustments were 
made to decrease payroll tax by $1,094 and to incr ease accumulated 
depreciation by $1,317 and depreciation expe ns e by $267 . 

Working Capital 

The utility used the formula method for calculating ~orking 

capital , which i s based on one-eighth of operation and m intenance 
expense (0 & M) . Hobe Sound calculated its allowance _or working 
capital based upon its adjusted amount of 0 & M expenses. Howeve r, 
we have made adjustments to their requested o & M expenses, which 
a re discussed in a subsequent portion of this order. According ~y, 
using the formula method, we f i nd the appropriate working c apital 
allowance to be $67,616 . This represents a reduction of $6, 508 in 
lhc requested working c apital allowance. 
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Rate Base 

Using the simple average method and based on our decisions and 
adjustments herein, we find that the appropriate test year rate 
base is $2,693,537. 

COST Of CAPITAL 

Capital Structure 

As previously stated , Hobe Sound used a projected test year 
ended December 31, 1990, in preparing its MFRs . Subsequently, 
actual information has become available. We have compared the 
actual information in t he utility's audited financ ial statements 
for the year ended October 31, 1990 , and the trial balances ende d 
December 31, 1989 and 1990, to the MFRs . Based on the analysis of 
this information, we have decreased long term debt by $2,514, 
increased common equity by $203,761, and increa sed deferred income 
taxes by $2 ,000. 

Intercompany Short-term Debt 

Hobe Sound did not i nclude short-term debt in its capital 
structure. In examining the fili ng, we discovered that t he utility 
made an upward adjustment to reconcile its capi tal structure to the 
rate base. Clearly, some element of the utility's financing is 
missing from its proposed capital structure . Our analysis show,ed 
that the uti l ity had intercompany payables on its books at December 
31, 1989 of $207,979, and at December 31 , 1990 of $ 240 , 238 . This 
represents 8 . 67 percent of the capital structure. Based on the 
materiality of the amount, and the fact it appears to be relatively 
constant, we have concluded that the payables a re being used as 
financing by the utility. It is the utility's position that i t has 
no interest beari ng notes or other instruments o t her than the 
construction loan from Sun Bank. Accordingly, we hav e assigned a 
cost of zero to the payables and have included short term debt of 
$224,109 in the util i ty's capi tal structure at zero cos t. 

Return on Equity 

Commission practice is to use the leverage formula in effect 

I 

I 

at the time of our vote when establishing a return on equity . 
Therefore, using the mid-point of the current leverage formula 
contained in Order No . 24246 , effective April 9, 1991, we find the I 
appropriate return on equity to be 12.35 percent, with a range of 
11 . 35 percent to 13.35 percent. 
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Deferred Taxes 

Hobe Sound has included deferred taxes in its cost of capital 
at 11.39 percent. It is Commission policy that deferred taxes 
represent a cost-free source of funds. Therefore, we find the 
appropriate cost of deferred taxes to be zero. 

o verall Rate or Return 

Based on our decisions herein, we find the appropriate overall 
rate of return to be 10.23 percent, with a range of 9 . 70 percent to 
10.75 percent. The capital structure is shown on Schedule No. 2 -A , 
with our adjustments to the cap~tal structure shown as Schedule 
No. 2-B. 

NET OPERaTING INCOME 

our calculation of net operating income is depicted on 
Schedule No. 3, and our adjustments are itemized on Schedules Nos. 
3-A and 3-B. Those adjustments which are self- explanatory or which 
are essentially mechanical in nature are reflected on those 
schedules without further discussion in the body of this Order. 
The major adjustments are discussed below. 

Implementation of Pass-Through of Regulatory Asse ssment fee 

Subsequent to the filing of the rate proceeding, Hobe Sound 
requested implementation of a pass-through of regulatory assessment 
fees pursuant to Chapter 367.081(4} (b), Florida Statutes . The 
request was approved , effective on or after January 5, 1991 . No 
mention was made of this pass-through in the MFRs. Therefore, we 
have adjus ted test year r evenue to reflect the result1ng revenue 
increase of $13 ,220. 

1990 Actual Expenses 

We have compared the actual information in the utility's 
audited financial statements for the year ended October 31, 1990, 
and the trial balances ended December 31 , 1989 and 1990, to the 
MFRs. Many of the 0 & M exp nse accounts differ from projected 
amounts, with some higher than projecte d and some lower . The 
decrease is primarily due to the fact that the utility did not hire 
an operator which it ha d included in its MFRs. This is discussed 
further below. The primary difference in taxes othe r than i ncome 
is that property taxes paid in November 1990 were substantially 
lower than projec ted. Based on the analysis of this information, 
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~e have increased operation and maintenance expenses by $13,726, 
and decreased taxes other than income by $27 ,3 51 . 

Personal Use of Water and Purchased Power 

The utility operations supervj oor lives in a house at the 
water treatment site . The house is just behind and overlooking the 
water plant . The utility provides water and electricity to the 
house. The utility does not recognize revenue associat ed with the 
supervisor ' s personal consumption of water. The electricity 
expense is included in purchased power. 

The issue of the supervisor's house in rate base was addressed 
by the Commission in the last rate case where it was de~ided that 
the plant security provided by having someone on the property 
twenty-four hours a day warranted leaving the hous e in rate base . 
Howe ver, the utilities associated with the house were not addressed 
in the previous rate case. 

I 

The utility contends that since it requires the operations I 
s upervisor to live at th i s facility, it provides not only the 
structure , but also the utilities required to maintain the 
structure. Because the employee provides twe nty-four hour per day 
sec urity, there is effectively " no personal use" of utilities. In 
res ponse to further i nquiry, the utility stated that it i s not a 
condition of the plant supervisor ' s employment that he live i n the 
house. If he were unable to do so, another employee would occupy 
the premises and provide the required security. We find that while 
it is the intent of the utility to use the house for additional 
security, the supervisor is not required to l i ve there. The 
employee receives a benefit from the arrangement , as well as the 
utility, so it is not unreasonable for the employee to be expected 
to provide his own utilities. 

We find that 100 0 KWH pe r month is the more appropriate usage 
for elec tricity, and t hat the utility's average water bill should 
be used to calculate the water revenue , and we ha ve calcula ce d its 
adjustment accordingly. We find these calculations are a 
reas onable approxi mation of the revenues and expe ns es. Therefore , 
wa ter revenue was increased by $634 and purchased power expense was 
decreased by $922 to reflect the pers onal use of these items by the 
operations supervisor . 

Removal of Non-Utility Effiployee 

The MFRs include the salary of one employee whose duties are 
non-utility. This employee is a s ecretary who works for the 
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president of tho water company . The president of the wate r company 
is also Director of the Hobe Sound Company, which is the parent 
company of tho utility. The utility believes that s i nce the 
president is active in organizations associated with water, such as 
tho South Florida Water Management District, his secretary's salary 
should be charged to the util1ty. However, he c harges no time to 
tho water company • s operations. We find that the time for hi s 
secretary should be charged to the utility in the same proportion 
as his own time. Further, it is apparent from information provided 
by the utility that the secretary will not be needed by the util ity 
in the !uture. Therefore , salaries expense was reduced by $15,860, 
with a corresponding reduction to payroll taxes and employee 
benefits of $1, 313 and $2, 234 re;;pectively for the non-utility 
employee. 

Reduction of Salary Expense 

The MFRs contained an adjustment to replace the current part­
time certified operator with a full-time operator . A discussion 
with the utility manager disclosed that Hobe Sound has no firm 
plans to stop employing the part-time operator unti l the utility is 
required to hire a full-time operator. At the present time, DER 
rules do not require that Hobe Sound ' s trea tme nt pla nt have a full 
time operator. 

The utility requested an increase of $21,600 to salaries 
expense to replace the part-t ime operator with a full-time 
operator. However, no payroll tax was requested in the MFRs. 
Because the utility has no plans to hire the requested operator, 
this amount of salaries should be excluded . Since this amount was 
already eliminated in adjusting salaries expense t o actual, no 
further adjustment was made . 

Removal of Non-Utility Expe nditures 

The utility purchased a pig at the Martin County Fair 4-H and 
FFA Swine Sale and charged this non-ut ility expenditure to 
materials and supplies . Therefore, we have reduced materials and 
supplies by $975 . 

Unaccounted For Water 

In its MFRs, the utility r eports unaccounted for water for 
1990 as being 11 . 33 percent. This percentage was partially based 
on the projected usage of four months from September 1990 to 
December 1990. After obtaining the actual amounts for these 
months, the unaccounted for water was recalculated to be 12.40 
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percent. The reasonable amount of unaccounted for water is 
considered by the Commission to be 10 percent, and we fi nd that the 
utility's unaccounted for water is excessive by 2 .4 percent. An 
adj us t ment of $2, 675 was made to chemical a nd purchased power 
expenses used to treat t he excessive unaccounted for water. 

Further, we fi nd that the utility should reduce its amount of 
unaccounted tor water. During 1987, 1988, and 1989 the utility had 
unaccounted for water of 7. 76 percent, 7. 00 percent, and 8 . 87 
percent respectively. However, in 1990, the percentage of 
unaccounted for water j umped to 12.40 percent, a difference of 
almost 4 percent. 

Rate Case Expense 

In its application Hobe Sound requested $48,423 in ra e case 
expense. The utility has provided receipts through February 28, 

I 

1990, and an estimate of remaining costs to complete the case . The 
revised request totals $80,886. Since the uti l ity had not had a I 
rate case in about 10 years, it requested assistance from the 
consultants after the filing . This resulted in more participation 
by the cons u ltants than originally a nt icipated, and thus a higher 
charge of rate case expense t o the ut i lity. 

The actual cost through February 28, 1990 , included $ 63 ,013 
for rate case consultant fees for preparation of the MFRs, the 
petition and other documentation in the filing , $327 for 
engineering fees for information provided to the consultants 
regarding the water conservation plan, $900 for filing fees, and 
$1 , 050 for printing. After reviewing the i ndividual invoices tor 
each item , we find these expenses to be reasonable with the 
following exceptions. 

First, we etermined that $5,066 of the legal expense in 1990 
and $162 in 1989 were r ate case consultant fees We also 
determined that $1, 775 for prepa ration of tax schedules was 
included in 0 & H expenses. Therefore, we have removed $ 6 , 841 from 
tost year 0 & H expenses for these items and have included the 
above amounts in rate case expense. 

Second, a portion of the rate case consultant fees was 
determi ned to pertain to a previous request for a test year ended 
October 31, 1990. That request ~as s ubsequently withdrawn. The 
utility states that all data and schedules prepared for use in that I 
case were reused for this filing, with the exception of one 
schedule on which the consultant worked for two and one-half hours 
at $125 per hour. This results in a reduction of $313. 
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Third , in examining the invoices wh ich the utility has 
provided we find that the one for the period ended February 28, 
1991 states that it is for review of the staff audit report and 
preparation for a response . The total is $2,404. The utility 
responded to five of nineteen audit exceptions and disclosures . We 
find this charge t o be excessive, and have reduced this item by 
$1,000. 

Fourth , in its estimate to complete the case, the utility 
requested an additional $6,175. Of this amount, $57 5 is to review 
the audit report and prepare a response . As discussed above , this 
item is excessive and therefore, we find the additional expense 
should be disallowed. 

Fifth, the uti lity has also requested an additional $2,000 for 
printing and postage for the customer notices , but has not 
justified why this should be added to the amount already requested 
in the MFRs. Accordingly, it is also disallowed . 

Sixth, the utility included travel costs to meet with staff to 
discuss the recommendation and to attend the agenda conference, at 
$1,100 per trip. It is not common practice for the utility to meet 
with staff after the filing of a recommendation . We encourage the 
utility to point out to staff what it believes t o be errors or 
omissions; however, such matters are often handled by telephone 
conference call or fax. We have removed the charges of $1,100 for 
this trip from rate case expense. 

We find that total rate case expense of $75,898 appropriate . 
The four year amortization will be $18,712 . This results i~ an 
increase to rate case expense as requested in the MFRs of $6, 606 . 

Guideline Depreciation Rates 

Hobe Sound has requested approval to change its depreciation 
to guideline depreciation rates pursuant to Rule 25-30.140, Florida 
Administrative Code . The intent of depreciation under the rule is 
to provide for recovery of invested capital and to match that 
recovery as nea rly as possible to the useful life of the 
depreciable investment. We find it is appropriate for the company 
make this change. The utility has already reflected this change in 
its application, therefore no adjustments are necessary. 

Income Tax Expense 

The utility requested income tax expense of $113,298 . This 
included curront tax of $122,830 and deferred tax of ($9,532). 
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We recalculated the income tax expense based on our approved 
net operating income. We also made adjustments to deferred 1ncome 
taxes for changes to depreciation expense which effected the t i ming 
differences. 

As previously stated, Hobe Sound is a subsidiary of The Hobe 
Sound Company. Rule 25-14.004 , Florida Administrative Code, 
requ~rcs the income tax expense of a regulated company to "· .. be 
adjusted to reflect the income tax expense of the parent debt that 
may be invested in the equity of the s ubsidiary where a 
parent-subsidiary relationship exists and the parties to the 
relationship join in the filing of a consolidated income tax 
return." An examination of the audited October, 1990 , financial 
statements of the parent show that it has no debt . Therefore, a 
p~rent debt adjustment has not been made. 

Based on these facts, we find the total i ncome tax expense of 
$96 , 301 to be appropriate. 

Operating Income 

Based on our previous adjustments, we find the appropriate 
operating income to be $275,479 for the water sys t em. 

REVENUE REQUIREMENT 

Based upon Hobe Sound ' s application and our adjustments made 
herein, we find tho appropriate annual revenue requirement to be 
$1, 14 7, 506. This represents a n annual increase of $359,900 or 
4 5 . 70 percent. This will allow the utility the opportunity t o 
recover its expenses a nd earn an 10.23 percent return o n its 
investment in rate base. 

Apportionment of Rate Case Expense 

In complying with Section 367.0815 , Florida Statutes, the new 
statute regarding the apportionment of rate case expense, we have 
made several calculations to determine if a n adjustment is 
required. Fi r st, we calculated the revenue requirement including 
the approved amount of prudent rate case expense. We then compared 

I 

I 

the approved revenue increase to the amount requested by the 
utility , a nd derived a percentage based on these figures. This 
percentage represents the proportion of rate case expense to be 
included in 0 & M expenses . We applied the percentage to the I 
amount of prudent rate case expense approved to determine the 
amount to be r moved . Because the utility has used the formula 
method to calculate its working capital allowance, a corresponding 
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reduction was made to rate base. To calculate the total revenue 
effect, we combined the adjustments to rate· case expense and to net 
operating income due to the effect on rate base, including the tax 
effect. We then escalated this amount for r egulatory assessment 
tees . The resulting number represents the total decrease in 
revenue due to the adjustment of rate case expense. 

After calculating the tctal revenue effect of the adjustment, 
we had to determine whether the reduction in rate case expense 
would reduce the utility ' s return on equity below the range of 
reasonableness. We i nterpret the statute to mean that if the 
reduction would cause t he utility ' s return on equity to drop below 
its authorized range, the apportionment s hould not be made . The 
approved range of the overall rate of return is 9 . 70 percent to 
10.75 percent. Based on our calculations, with the adjustment to 
rate case expense, the utility ' s achieved rate of return wi ll 
remain within the approved range of reasonableness . Therefore, 
consistent with our interpretation of the statute, we fi nd it 
appropriate to reduce rate case expense by $5,443. Schedule No. 4 
reflects our calculation of this adjustment . 

RATE AND RATE STRUCTVRE 

Conservation Rates 

Hobe Sound has requested to be allowed to implement water 
conservation rates. The rate structure requested is designed so 
that a l arge water user will pay more than a small water user. 
Hobe Sound has already implemented a public information campaign to 
educate customers on water use, which the utility believes has 
contributed to water conservation i n that the utility experie nced 
a .5 percent decrease ~ n water consumption between 1989 and 1990 . 

While we recognize conservation rates are not the comple te 
answer to water conservation, this utility has designed an over all 
water conservation plan, which includes the conservation rates 
s tructur e. The implementation of water conservation rates may vary 
from utility to utility. The determinations made in developing 
c onservation rates for this utility are un ique and may or may not 
be applicable to subsequent c ases . 

The utility ' s plan for conservation rates proposed an 
increased gallonage c harge for any usage over 50 , 000 gallons per 
month. We fi nd that usage of 50,000 gallons per month s hould not 
be e ncouraged and would not be effective for conser vation . We find 
the appropriate break-point should be 10,000 gallons per month 
based on the per month calculation of gallons of usage for an 
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equivalent residential connection, as defined in Rule 25-
30 . 515(8) (a), Florida Administrative Code . Thus, we will approve 
a conservation rate structure, but the increased gallonage charge 
will apply to usage over 10,000 gallons per month, not 50,000 
gallons per month . 

Without a detailed examination of the types and needs of 
general service customers, we find that it is appropriate to apply 
conservation rates to residential customers only. 

The re is a need to evaluate the effects of the conservation 
rates structure, and to that end , we find it appropriate to require 
the utility to submit the following data. 

First, the utility should describe each of the six meter 
reading books by area. For example, Book 1 - Mainland (Banner 
Lake) o L Book 1 - Island. Secondly, the utility should provide the 
total number of customer bills , gallons billed, and revenue billed 

I 

for eac h of the six meter reading books during each month from 
January 1987 through December 1988 and from January 1991 to the I 
present. No additional information is needed for 1989. Only the 
number of bills and revenue are needed for 1990. Attac hment No . 1 
appended to this Order is an example. Third, after the 
conservation rate structure becomes effective , the utility should 
s ubmit quarterly reports containing the number of customer bills, 
gallons billed, and revenue billed . These reports should be 
submitted for a period of 18 months. Attachment No. 2 appended to 
this Order is an example of the billing analysis required. 
Additionally, the utility shall make available at staff ' s req uest, 
customer billing records from January 1987 forward . Periodically, 
audits of individual customer records will be conducted t o gain 
additional conservation data. 

Billing Analysis Adiustments 

We have adjusted the projected 1990 gallons to reflect actua l 
con s umption and we have also adjusted the 1990 gallons to reflec t 
the reduced consumption level expected to occur following 
implementation of the conservation rates. The adjustment to 
reflect actual 1990 consumption i ncreases revenue by $361. I n 
determining the appropriate adjustment to reflect the effect o f 
implementation of the conservation rates, we have relied on the 
Martin County Comprehensive Growth Ma nagement Plan o f 1989 and 
methodology of the South Florida Water Management District to 
determine the consumption r eduction desired . We find it I 
appropriate that the driving force behind conservation rates should 
be the desired consumption lovel. We did not have enough 
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information to rely on the price and usage relationship as 
requested by the utility. 

The goal of the Martin County Comprehensive Growth Management 
Plan is to reduce per capita water use to 110 gallons per capita 
per day by 1995. Using the South Florida Management District ' s 
methodology 1 per capita consumption of Hobe Sound customers is 
approximately 500 gallons per day. We determined that to achieve 
the goal of 110 gallons per day per capita by 1995 , Hobe Sound 
consumption would have to be reduced by 24 percent in 1991. We 
then reduced the total gallons over the 10 1 000 gallon per month 
level by 24 percent . The gallons below 10 1 000 were not reduced 
because those gallons represent usage not targeted for 
conservation. We have not adjusted the projected 1990 bills. 

Rates 

The permanent rates requested by the utility are designed to 
produce annual revenues of $1 1 280 1 927 1 which represents an increase 
of $493,321 {62.64 percent). We have determined that the annual 
revenue requirement is $1 1 141 1 706 1 as shown on Schedule No. J - A, 
using the base facility charge rate design wi th a residential 
conservation gallonage charge structure and a traditional general 
service gallonage charge. This represents the revenue requirement 
after removal of the adjustment for statutory rate case expense. 
It is Commission policy to use the base facility charge structure 
for setting rates because of its ability to track costs and to give 
the customers some control over their water bills. Each customer 
pays his pro rata share of the related costs necessary to provide 
service through the base facility ch rges and only the actual usage 
is paid for through the gallonage charge. 

The conservation rate calculation is composed of three parLs . 
First, the portion of revenue attributable to residential gallonage 
charges was separated from the total revenue. This allowed us to 
see the amount of revenue that must be generated through the 
residential conservation gallonage charge. Second, the appropriate 
gallons were determined . As discussed above, total reside ntial 
gallons below 10,000 were not adjusted to reflect expecte d 
conservation. The tota 1 residential gallons over 10, ooo were, 
however 1 decreased by 24 percent. The third component is the 
percentage increase from the first gallonage charge to the second 
charge. We calculated a number of different combinations of rates. 
We determined that the first gallonage charge should be kept as 
close to the current rate as possible in order to create enough 
contrast in the two r a te levels to promote conservation . 
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The only difference in the "traditional" and " conservation" 
rates is the gallonage charge. In the traditional structure , all 
customers pay $1 . 08 per 1,000 gallons . In the conservation 
structure , all residential customers pay $.69 for the first 10 , 000 
gallons and $1 . 51 for all remaining gallons used over the 10 , 000 
gallon per month level. All gen~ral service cust omers pay $1.08 
per 1,000 gallons. I n this manner, the general service customers 
are still paying their fair pro rata share . The same revenue is 
generated through the gallonage charge assessed to general service 
customers under either scenario. We find that the overall r ate 
increase s hould be enough to promote some conservation by the 
general service customers. We find the following rates to be fair, 
just and reasonable. 

The approved rates will be effective for meter readings on or 

I 

after thirty days from the stamped approval date of the revised 
tariff s heets . The revised tariff sheets will be approved upon 
staff ' s verification that the tariffs are consistent with the 
Commission ' s decision , that the protest period has expired , and the I 
proposed customer notice is adequate . 

Tho comparison of the utility ' s original rates , interim rates, 
requested rates, a nd the final approved r ates are set forth below 
for comparison. 

Residential and 
General Service 
Base Facility Charge 
Meter Size 

5 /8 11 X 3/4 11 

3/4 11 

1 " 
1 1/2 11 

2 " 
3 " 
4" 

RATE SCHEDULE 

WATER 
MONTHLY RATES 

Current 

$ 7.17 
10.75 
17 . 91 
35.83 
57 . 31 

114 . 95 
179 . 14 

Commission 
Approved 

Interim 

$ 9.23 
13.84 
23.07 
46 .1 5 
73 . 81 

148.04 
230 . 71 

Utility 
Requested 

Final 

$ 9.91 
14.87 
24.78 
49 . 55 
79 . 28 

158.56 
247.75 

Commission 
Approved 

Final 

$ 7 . 84 
11 . 76 
19 . 60 
39 . 20 
62.72 

125.44 
196 . 00 I 
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s;,!JJ:t:~nt 
Residential Gallonage 
Charg e per 1,000 G. 
Up to 10 , 000 gallons $ . 67 
10,001 to 49 , 999 ga l lons .67 
50 , 000 gallons a nd over . 67 

Gene ral Serv ice Only 
Gallonage Charge per 
1,000 gallons 
up to 49,999 $ .67 
50 , 000 gallons and over . 67 

Commission 
Approved 
Int~t:im 

$ . 86 
.86 
.8 6 

$ . 86 
. 86 

Rate Case Expense Apportionment 

179 

Utility Commission 
Requested Appro ve d 

Ein~l Ein~l 

$ . 97 $ . 72 
.97 1. 52 

1. 42 1. 52 

$ . 97 s 1. 09 
1. 42 1. 09 

Section 367 . 0816, Florida Statutes , requires that rate case 
expense be apportioned for recovery o ver a period of four years . 
The statute further requires t hat the rates of the util ity be 
reduced immediately thereafter by the amou nt of r a t e case expense 
previously included in the rates. This s t atute applies t o all rate 
cases filed on o r afte r October 1 , 1989 . According l y, we find that 
t he water rates s hould be r educed by $13 , 894 as s hown in Schedule 
No . 7 . This is the appropriat e amount of rate case e xpe nse after 
remova l of the statutory adjus t ment t o rate case expense . The 
revenue reductions reflect the annual rate case amounts amortized 
(expensed) plus the gross-up for regulatory assessment fees . 

The uti l i ty s hall file revised tariff s heets no lat~r than one 
month p rior t o the actual date of the required rate r eduction . The 
u t ility also shall file a proposed c ustomer lette r sett i ng orth 
the lower rates and t he r eason for the reduction . If the u tility 
files this reduction i n con j unction with a price index o r pass­
through rate adjustment, separ a t e data shall be filed for the price 
index and/or pass-through i nc r ease or decrease a nd the reduction in 
the rate s due to t he amortized rate case expense . 

Serv ice Availability Charges 

The ut ility ' s existing service availability policy was 
grandfa the r ed in unde r Order No. 10368 i n Docket No . 800776-W on 
November 2 , 1981 , in conjunction with the i ssuance of the utility' s 
original cert ificate. Hobe Sound does not have any service 
availability charges other than a meter installation fee . The 
utility has never collected a plant or main capacity charge and has 
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not requested approval of any charges i n this rate case . The meter 
installation fee serves as a cost recovery item which includes the 
cost of the meter and the installation and tap-in cost. As of 
December 31 , 1990, the utility ' s contr i bution level was 6.4 percent 
for water . This level is not within the guidelines of Rul e 25 -
30.580, Flor ida Administrative Code. 

We have determined that the utility plant is tOO percent used 
and useful and that the distribution and transmission lines are 85 
percent used and useful. The utility is virtuall y built-out at 
this time. Additionally, the utility's growth rate i s very low and 
is on a downward trend. The 1990 growth rate was 1.8 perc ent and 
is expected to drop to 1.56 percent for 1991. This equate s t o less 
than 15 additional customers per year after 1991. The 
establishment of service availability charges at this late stage in 
the utility's development would result in the last 10 t o 15 percent 

I 

ot the customers paying the full 100 perce nt o f c us t omer 
contributions. Therefore, we find that the application o f Rule 25-
30 . 580(2), Florida Administrative Code is appropriate in th is rate I 
proceeding and we will exempt the utili ty from the requ Lr ement of 
implementing a service availability charge . The util i ty should 
cont i nue to col lect the existing meter installation and t a p- i n 
fees. 

Miscellaneous Service Charges 

The purpose of miscellaneous service charges is to provide a 
moa ns by which the utility can recover its costs of providing 
miscellaneous services from those customers who requi~e the 
servicea. Thus, costs are more closely borne by the cost causer 
rather tha n the general body of ratepayers. The only miscellaneous 
service charge which is currently assessed by Hebe Sound is a 
$50.00 initial connection charge. This charge was g r a ndfa the r e d i n 
when the utility was issued its certificate. The ne w c harges 
proposed by this utility are reasonable and thus are approved. 
They are designed to defray the costs associated with eac h o f the 
services provided, as discus sed below. The followi ng t a ble 
provides the present and the approved service charges . 

Initial Connection 
Normal Roc onnection 
Vi olation Roconnection 
Premises Visit 

WATER 

Pres ent 

$ 50.00 
N/A 
N/A 
N/A 

Approved 

$ 15.00 
15 .00 
15 .00 
10. 00 

I 
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For clarification, a description of each service for which 
there is a charge follows: 

INITIAL CONNECTION - This charge would be levied for 
service initiation at a location where service did not 
exist previously. 

NOBMAL RECONNEGTION - This charge would be levied for 
transfer of service to a new customer account at a 
previously served location, or reconnection of service 
subsequent to a customer reques ted disconnection. 

VIOLATION RECONNEGTION - Thi s c harge would be levied 
prior to reconnection of an existing customer 
disconnection of service for cause according to Rule 25-
30.320(2), Florida Administrative Code, including a 
delinquency in bill payment. 

PR£MISES VISIT CHARGE CIN LIEU OF DISCONNECIIONl - This 
charge would be levied when a service representative 
visits a premises for the purpose of discontinuing 
service for nonpayment of a due and collectible bill and 
does not discontinue service because the customer pays 
the service representative or otherwise makes 
satisfactory arrangements to pay the bill . 

The new miscellaneous service charges should be effective for 
service provided after the effective date of this Order. 

Allowance tor funds Used During Construction CAfUDCl 

Hobe Sound has requested approval of an AFUDC rate in 
conjunction with this rate proceeding. The applicat i on is the 
first request by this utility for approval of a rate. The utility 
did not request retroactive approval in its petition, but has done 
so subsequently by letter. The rate requested in th petition is 
0.9487 percent po r month, however, Schedule H-1 of the MFRs s hows 
the rate calculated at . 009645 per month. 

Review of the capital structure used to calculate the AFUDC 
rate shows that it is comprised of equity , long term debt, and 
deferred income taxes. It is based upon a twelve-month average 
projected test year ended Decembur 31 , 1990. Rule 25-30 . 116 
(2)(a) , Florida Administrative Code, requires the use of the most 
recent twelve-month average embedded cost of capital and subsection 
(b) specifics the use of the midpoint of the last allowed rate of 
return on common equity, the end of period cost of long term debt, 
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and a zero cost rate for deferred income taxes to calculate the 
AFUDC rate. The util i ty calculated a rate of 11. 58 percent in 
accordance with the rule, except that it used a cost rate of 11.58 
percent for deferred taxes. It also used a cost rate of 13 . 02 
percent for its common equity which is nei ther it l ast a uthorized 
rate of r eturn on equity, nor the requested rate in this case. 

We have adjusted the twelve-month average capital structure to 
reflect the actual amounts for the year ended December 31 , 1990, 
based on informat ion provided by the utility. We have also 
included intercompany payables in t he capital structure. The 
appropriate rate of return on equity is 12.35 percent. Deferred 
taxes are set at zero. Using these adjustments, we calculated a 
rate of 10.23 percent , with a monthly rate of 0.814960 percent. 
Our calculations of AFUDC are attached to this Order as Schedule 
No. 5 . 

As slated in Rule 25-30 .116(5) , Florida Administrative Code, 

I 

the effective date for the AFUDC rate should be the month following I 
the end of the twelve - month period used to est ablish the rate. The 
utility has asked tor retroactive approval of its AFUDC rate 
subsequent to filing this case. We will not authorize retroactive 
application. Howe ver , since the period used for the calculation of 
AFUDC was the twelve months ended December 31, 1990, the effective 
date for accrual of AFUDC is January 1, 1991. 

Therefore , we find that the appropriate AFUDC rate is 10.23 
percent, to be effective for projects as of January 1, 1991 that 
are eligible to accrue AFUDC . 

Allowance for Funds Prudently Invested (AfPil 

An AFPI charge is designed to allow the utility to recover a 
fair r ate of return o n the portion of the plant facilities which 
were prudently constructed, but exceed tho amount necessary to 
serve current customers . As discussed previously, Hobe Sound 
requested an AFPI charge for the non-used and useful portion of its 
water transmission and distribution lines. We have previously 
found that the transmission and distribution lines are 85 percent 
used and useful. Therefore, we find it appropriate to approve AFPI 
charges. 

We have calculat ed the accrue d charges for five years, a time 
period which is in accordance with Commission practice. While this I 
does not prevent the utility from collecting the c harge after five 
years, the amount r emains fixed at the five-year level. Our 
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calculations of AFPI are attached o this Order as Schedules 6-A 
through 6-D. 

We find that the AFPI charges should begin at $2 . 73 and 
accumulate to $190 . 85 over a five year period. After the utility 
collects these charges from 53 7 water ERCs, the charge should be 
discontinued. 

MONITOR STATUS 

This docket shall remain open and shall be placed in monit~r 
status for the purpose of reviewing the revenue a nd consumption 
data under tho new rate structure. This docket shall rema i n in 
monitor status until eighteen months worth of data has been 
submitted by the utility, at which time it may be closed 
administratively. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the 
application of Hobe Sound Water Company for an increase in its 
water rates and charges in Martin County is approved as set forth 
in tho body of this Order. It is further 

ORDERED that each of the findings made in the body of this 
Order is hereby approved in every respect . It i s further 

ORDERED that all matters contained in the body of this Orde r 
and in the schedules attached hereto are by reference incorporated 
herein. It is further 

ORDERED that the provisions of this Order, are issued as 
proposed agency action and shall become final, un less an 
appropriate petition in the form provided by Rule 25-22.029, 
Florida Administrative Code, is received by the Director of the 
Division or Record~ and Reporting at his office at 101 East Gaines 
Street, Tallahassee, Florida 32399-0870, by the date set forth in 
the Notice ot Further Proceedings below. It is further 

ORDERED that Hobo Sound Water Company is authorized to charge 
the new rates and charges as set forth in the body of this Order . 
It is further 

ORDERED that the rates approved herein shall be effective for 
meter readings taken on or after thirty (30) days after the stamped 
approval date on the revised tariff pages. It is further 
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ORDERED the miscellaneous service charges approved herein 
shall be effective for services rendered on or after the stamped 
approval date on the revised tariff pages. It is further 

ORDERED that prior to its implementation of the rates and 
charges approved herein, Hobe Sound Water Company shall submit and 
have approved a proposed notice to its customers of the increased 
rates and charges and the reasons therefor . The notice will be 
approved upon Staff's verification that it is consistent with our 
decision heroin. It is further 

ORDERED that prior to its implementation of the rates and 
charges approved herein, Hobe Sound Water Company shall submit and 
have approved revised tariff pages. The revised tariff pages will 
be approved upon Staff's verification that the pages are consistent 
with our decis ion herein and that the protes t period has expire d. 
It is further 

I 

ORDERED that the rates shall be reduced at the end of the I 
four-year rate case expense amortization period. The utility shall 
file revised tariff sheets no later than one month prior to the 
a ctual date of the reductio n and shall also file a customer no t ice. 
It is further 

ORDERED that Hobe Sound is authorized to accrue allowance for 
funds used during construction at 10 . 23 percent effective f o r 
eligible projects as of January 1, 1991. It is fu r ther 

ORDERED that Hobe Sound is hereby authorized to accrue 
allowance for funds prudently inve sted over a five year period a s 
set forth in the body of this Order. It is f urther 

ORDERED that the util i ty shall file r e ports r elated t o 
implementation of c onservat i on rates as s e t forth in the body of 
th i s Order. It is further 

ORDERED that this docket shall remain open to monitor the 
effects of implementation of conservation rates until eighteen 
months of data has boon collected at which time the docket may he 
closed administratively. It is further 

ORDERED that if it is determined that the utility is 
overearning because of implementation of the conservation rates , 
the amount of overearnings shall be held in escrow. I 
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By ORDER of the Florida Public Service Commission this 7 t h 

day of MAY 1991 

Reporting 

(SE AL) 

CB 

Commissioner Deason being i n favor of the balance s heet 
approach , dissents as to the calculation of working capital us i ng 
the formula method . 
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NOTICE Of FUBTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is a vailable under Sections 120.57 or 120 . 68, Florida Statutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administr~tive 
hearing or judicial review will be granted or result in the relief 
sought . 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided 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 for a formal proceeding, as provided by Rule 25-
22.029(4), Florida Administrative Code, in the form provided by 

I 

Rule 25-22.0J6(7)(a) and (f) , Florida Administrative Code. This 
petition must be received by the Director, Division of Records and I 
Reporting at his office at 101 East Gaines Street , Tallahassee, 
Florida 32399-0870, by the close of business on 

HAY 28 1991 

In the absence of such a petition, this order s hall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code . 

Any objection or protest filed i n this docket before the 
issuance date of this order is considered abandoned unles::. it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on the date 
described above, a ny party adversely affected may request j udicial 
review by the Florida Supreme Court in the case of an electri~ , 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 of appeal 
with the Director, Division of Records and Reporting and filing a 
copy of the notice of appeal and the filing fee with the 
appropriate court. This filing must be completed within thir~y 
(30) days of the effective date of this order , pursuant to Rule 
9.110, Florida Rules of Appellate Procedure . The notice of appeal 
must be in the form specified in Rule 9 . 900(a) , Florida Rules of 
Appellate Procedure. I 



I 

I 

I 

ORDER NO. 24485 
DOCKET NO . 900656-WU 
PAGE 27 

t II£ 1101£ $OUliO WA tEa CONP AN r 
SCHEDUlE OF WAtEa lATE lASE 

tESt TEAl EIIOEO OECEMIU 31, 1990 

t ESt YW 

PU 
COMPOIIEIIT UTI LilT 

........................... . . ...... .............. 
1 UllllfT Pl.Allt Ill SUVIct I 3,890,593 I 

2 
3 WiO 11,289 

4 

S liOII· USCO I USHUl COMPOIIEN t S 0 

6 
7 C.ll. J.P. 0 
a 
9 C.I. A.C. c112. sn> 

10 
11 ACO.MJUTEO OCPUCIATIOII (1,022,778) 

12 
13 AMORtllAtiOII Of C.I.A.C. 92,905 
14 

IS AOVAIICES fOI COIISTRUCtiOII 0 
16 
17 IIOIICIIIC CAPitAl ALLOIJAJICE 0 
111 .......... 
19 lATE &AU s 2,659,417 I 

20 ··-·-·· .. ·· 
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SCHEDUlE 110. 1· A 
oocat 110. 900656· \AJ 

AO.IUStEO CO'MI SSIOII 

UTILitY TEST YW CCMUS$1011 ADJUST EO 

AOJVStMEIItS Pta UTiliTY AOJUSTMEIIT$ tESt TEAR 
.. ............. ·· ···-····· . ............. . ....... . .. . 

(". 553)1 3,117'9,040 I 1, 787 s 3,11a0,827 

0 11,289 (7,306) 3,9113 

0 0 <90,9n> <90,9n > 

0 0 0 0 

0 <J12, Sn> 0 <312,5n> 

4,426 ( 1,018,352) 70,103 (9411,249) 

0 92,905 0 92,905 

0 0 0 0 

74,124 74,124 (6,5011) 67,616 
...... .......... .. ..... -.... ... .. ........ .. . . . . .. ................ 

66,997 I 2, 726,434 I <32,1197)1 2,693,537 ............ ._._ ..•...... ··-...-······ ........... 
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ORDER NO. 24485 
DOCKET NO . 900656-WU 
PAGE 28 

T II£ HOlE SQJIC) \lA T £l aMP AMY 
ADJUSTIIEIITS TO lAfE BASE 

SOI£DUU 110. 1 · I 

PACE \ or \ 
TEST TEAR ENDED O[CEMI(R 11, 1990 OOCXET 110. 900656· \AJ 

txPlAIIA fl 011 

\ UTILITY PlANT Ill S(RVIC( 
2 A. To reflect cC~~~~PQalre ~just~t ea dete,..lned by steff. 

l 
4 1 . lo r-"e AfiA>C ec:crued without e Colnlu lon· llq)roYcod 
S rete . 
6 
7 C. To lncreue plent to reflect ewreg. ec:tuel 1990 

a ·~lturu. 
9 

10 0. To cepitetize aeterles eapense asaocleted with 
11 oneter instellet Ions and ptent construct I on. 
12 
1l IIET AD JUS U4£N T 

" IS 
16 UloO 

17 A. lo reflect cClq)OI I U edjust--.u es dete,..lrwd by steff . 
18 
19 
20 IH)II· USCO ANO USUUL PlANT 

21 A. To ~Just for non· Uicod end useful plll'lt. 
22 
2l 
24 
2S ACClJI«JUI£0 OEn£CI ATIOII 
26 A. To,._,..,. ec:eua.~tetcd dtpredet lon esaocteted 
27 wl th non· used end useful plent. 
28 
29 1 . To reflect coq»a l to .-djust.-nu ea Mtel'81nod by Steff. 
lO 
l1 c. To r-e ec:eua.~letf'd do.-precletlon euocleted 
l2 wI th AIIA>C. 
ll 
l4 o . To recounhe ec:aAJleted de-precletlon enocleted wtth 
lS ec:tual 1990 plent eddlt Ions. 

l6 
l7 E. To record ec:CUJ~.~letcod ~ecletlon euocleted 
l8 With cepltel lted aeterles. 
lO 
40 IIET ADJUSTM(NT 

" 42 
4] WOR(ING CAPITAl All~Cf 

44 A. to ~lust the wortlng cepltel etlowence to 
4S ateff'a celculetlon. 
46 

ADJUST H£11 ts 

C 11, 765> 

(68, !Ofl) 

68,555 

ll,IOS 

s ' · 787 •...•••...• 

s ( 7,306) 
........... 

••••••••••• 

51,316 

16,80] 

4,140 

( 1,0)0) 

(1,]17) 

s 70,101 ... -.-. ...... . 

s (6,508) 

······&···· 

I 

I 

I 
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THE HOSE S~O ~~TER COHPAHT 

CAPIIAL STRUCTV~E 
TEST YEA• (h~£0 OECEkBER 31, 1990 

A.OMTEO 
TESI YUit 

OES~ I PTIOif P£1l UTI lilT \/EIGHT COST 
.... ... ......... ........ .............. .. .......... .... ... . ....... .. . .. .. . . 
L~Ci IE~ DEBT ' 987.717 45 . &U: 9.9ZX 

S~T T£RK OUT 0 o.oox o.oox 

CUST~R DEPOSITS 0 o.oox o.oox 

P•HERlEO STOCC 0 o.oox o.oox 

COIOIOII E OU I TT 1,144,123 53.07'X 12.66X 

IKVESTKENT TAX CREDITS 0 o.oox 0.001 

DEFERRED I*COKE TAXES 24,200 1.1ZX 11. 39t 

OlllER CAP ll AL 0 0.001 O.oot 
. ... ... . .. .. . ... . ... .. .. ..... .... ... ......... 

TOTAL CAPITAL ' 2, 156,040 100.001 
aaaa&aaSK'CK ....... 

l_ 

-
SCHEDUlE NO. 2· A 
oocn:T ~o-n. 900656·W 

, alMKISSION , A.OJUSUtEIUS BALANCE 
\IEIGinEO , TO UTilllY PER 

COST , DlliBIT COHMISSIO!I 
..... ... , . . ... ............ ... . .. ... .. . ... . .. 

4 . 541: , ' 39,489' 1,027, 206 , 
o.oox , 233,664 233,664 , 
o.oox , 0 0 , 
0.001 , 0 0 , 
6. 721 , 261,Z27 1, 405,350 , 
o.oox , 0 0 , 
0.\31 , 3,117 27,317 , 
o.oox , 0 0 

........ , .................... . .............. ... 
11.39t , ' 537,497 s 2,693,537 .......... , ••••••a:•--=··· ........... 

RANCE OF REASONABLENESS 

EOUITT 

OVERALL RATE OF RETURN 

\IEICIU COST 
. ........ . . ..... .. 
38.141 9.~zx 

li . 67'X o.oox 

o.oox o.oox 

o.oox o.oox 

52.1~ 12.351 

o.oox o.oox 

1.01X o.oox 

0.00'.1: o.oox 

100.00'.1: . ...... 
L~ lUGII 

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

11.35X 13 .351 ....... ···-· 
9. 70l 10 .7'5X ....... . ..... 

-
\I£1014T£D 

COST 

·-······ 
3.78% 

o.oox 

o.oox 

o.oox 

6.441 

o.oox 

o.oox 

o.oox 

10 .231 ........ 

"000 
> O:O 
G"'l()O 
N,.;f'l1 
N~:O 
liD '2: 

'2:0 
0 • . 

N 
ID ~ 
0~ 
0Q) 
0\Vl 
VI 
0\ 
I 
~ 
c: 

..... 
(X) 

(.0 

~ 
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ORDER NO. 24 485 
DOCKET NO. 900656-WU 
PAGE J O 

JIIE MOBE SOJtiO \lAtER CCMPAMY 
ADJUSTMENTS TO CAPITAl STIWCTUIIE 
TEST YEAR Ell! EO DEC£KIIER 3 I, 1990 

ADJUSt 

OUl PAREfl 
DESCRI PT ION ITVCS 

.... ... . . . ... ... ....... ... . ..... .. ......... ..... 
1 LONC tERM OUT s 0 

2 
3 SHORT t ERM DEBt 0 
4 

S CtJSTCMER OEPOSI TS 0 
6 
7 PllEftRRED STOCX 0 
a 
9 ~ EOOITY 0 

10 
11 INVESTMLNT TAX CREDITS 0 
12 
13 DEfERRED INCOME TAXES. 0 
14 
15 OTHER CAPI TAl 0 

16 .... ........ ... . 
17 TOtAl CAPITAl s 0 
18 •.••......... 

s 

s 

I 

SCH.EDUl E !lO. 2· 8 
oocat 110. 900656· W 

ADJUST I>AO AATA NET 
fOil ERROit llECONCilE ADJUSTMENt 

.... .. ... .. .. . . .. ............ ..... . . . .. . .... .. 
(2,514) s 42,003 s 39,489 

224,109 9,555 233, 664 

0 0 0 

0 0 

203,761 57,466 261 , 227 

0 0 0 I 2,000 1,117 l, 117 

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

427,356 s 110,141 s 537,497 
........... ........... . .......... 

I 



-
t~E HOSE S~n WAtER C~PA~Y 

SIAtE"E"T OF \IA' E~ Ol'EtAti()I.S 
tEST TEAR E\DED DECE~BER 31, 1990 

Vllllt'r 
TEST YEAR UtI lifT ADJUStED 

OESCitlPTIOII PEII UTllllT A:>JUSTI'UT S TEST TEAR 
.... .................................................... .. ................ .. -............... . ............ 

1 oPEitAtiiOG UVElo'U£S s n4,5a& s 506,339 s 1,280,927 s 
2 .................... .. . .. .. ..... ... .. ................ 
3 OPERAtlloG EXPE"SES 
4 

5 OPERATION A\~ ~IWTE~ANCE s 562,716 s 30,278 s 592,994 s 
6 
7 OEPRECIA I l()lj 1211,900 ()81) 128,519 
a 
9 AllOR Tll.A 11011 0 0 

10 
11 T AXH OTIIU T IWI llltQit£ 112, 789 22,785 135,574 
12 
1l lhCOI.E TAXES 0 113,2911 113,298 
14 ........... ... . ........... .. ... .. ......... .. 
IS 
16 TOTAl OPERATJ ~G EXPENSES s 804,405 s 16S,980 s 97'0,385 s 
17 . . . .. . .. .. . .. . .. .. . . . . . . .. .. . . ....... . ... 
18 
19 OP£~li~G INCQMt s (29,817)S ).40,359 s 310,~2 s 
20 ........... ........... ········-··· 
21 
22 lATE lASE s 2 ,659,437 s 2,n6,4lt. 
23 ............ ••••••••••• 
24 
25 RATE Of RETURN ·L12X 1L39X 
2t. ........... . .•...•.•.. 

l_ 

-
SCitEOUlE liO. 3·A 
oocnT 110. 900656·\IJ 

COICH ISS I 011 UVE~'Ue 

COHill S S I 011 ~JUST£0 C01MISSIOII 
ADJUSTIE.IITS T£St TEAR <OEC.EASE) 
.............. .. ................ . .............. 

(493,321)5 7117 ,606 s 359,900 s 
................. .......... ..... .. ................ 

45.701 

(52,068)5 540,926 s s 

7,111 135,630 

0 0 

(52,695) 82 ,117'9 16,196 

(1115,043) (71, 745) 1611,on 
. . . . . . . . . . . . .......... . ........... 

(242,69S )S 6117,690 s 1114.2611 s 
. .......... .. ....... .... .... . . . . ........ 

(210,626)$ 99,916 s 17'5,633 s ..... _. ..... . .......... ···-········· 
s 2 ,693,537 s . ..•......• 

J.71l . .......... 

~ISS ION ADJ fOR 
AEVE!.'Ue STAtUTORY 

REOUlltO<Eill Rt EXl' 
. ....... ........ .. .............. 

1, 147, 506 s (5,800)5 
................... .. ................ 

540,926 s <5,44l)S 

135,630 

0 

99,074 (26\) 

96,327 (26) 
. ......... . ........... . 

1171,957 <5, 730) . . . .. .. . . . . . .. . ..... . ..... 

27'5,~9 en> 
..•....••.• .-.. --. ....... 

2,693,537 
........... 

IO.Zll 

••••••••••• 

-
ADJUSTED 

lEV£ WE 
ltECIUllU«fht 
.. ... ............. . 
1,141,706 

. ........... 
U.961 

535,453 

135,630 

0 

98,1113 

96,301 
........... 

866,227 
............ 

27'5,479 

• •••••••••• 

2,692,567 
........... 

10.231 
........... 

'"dOC 
>O~ 
~() 
t'lXrr:l 
u~~ 
..... z 

zo 
0 · . 

N 
IDZJ> 
OZJ> 
0CX) 
0\Ul 
U1 
0\ 
I 
~ c 

~ 

<.0 
......... 

~ 
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ORDER NO. 24485 
DOCKET NO . 900656~WU 
PAGE 32 

THE H08E SOUNO WATU COf'AIIf 

ADJUSTM£11T$ TO OPUATIINI STATOIEIIT 
TEst YW ENOCO OECOIIO 31, 1990 

1 OPERATI NG UV[NUU 
2 A. To rC!IIIOYo utilitY'• r~ted lncruse. 
l 
4 8. To reflect act ual 1990 gellons per 
S rate Of'ljllyst. 
6 

7 c. To ltdlust for 1990 peu• througn of regulatory 
a •• ,~~t feel. 
9 

10 0. To lncreaae r~ for personal use 
11 of t he plant oporator. 
12 
13 NET ADJUSTK£NT 
14 

15 
16 OP£RAT ION MAIIIfEIWIC£ EXPOist 
11 A. To reflect c:~lte ldjust-'lts u detonJiroed 
18 b)' I tiff. 
19 
20 8. To adjust 1990 e~H to act ual . 
21 
22 C. Tor-e payroll and benef its .are properly 
ZJ caphtl ltcq, 
24 
2S 0. To reO..oco purc:hut'd ~ f af" the water 
26 supervlaor •s pcraonal c-..t loo. 
27 
28 E. To r-e ulary and related ~flu o f a 
29 non· utlllty ~loye.e frc. ulariH e~e. 

30 
31 C. To r-• a non· utlllty It~ fra. ~terlal& and 
32 ond suppllea. 
33 
J4 H. To adjust che.lcela and purchased power for 
35 unoccounted• for wat~r. 
]6 

:S7 I. ro r-e ,.ate case ·~ f rc. 0&11 u~M. 
l8 
39 J. To adjust r ate ca" ·~to s teff calculat ion. 
40 
4\ NET AD.IUSTM£111 

' 2 
0 
'4 OCPl!CIAfiOII EXPeNSE 

" A. ro ,._ depf-aclatlon ~~~ asaoclated with 
46 non·~ed and unful ptent . 
1.1 
4& 8 . To rellact cO!IipOSi te .dlust-.nta •• deten~lroed 
'9 by I Iliff. 

so 

I 
SCKEOULE NO. 3 · 8 

PAGE I Of :S 
OOCXET NO. 9006S6·11J 

ADJUSTMENTS 
.. . ........ 

s <507,536> 

361 

13,220 

6J4 
.............. 

s (493,321) 
........... 

s (837) I 
(13,726) 

(14,604 ) 

(922> 

(l8,094) 

(97S) 

(2,675) 

(6,8/.1) 

6,606 
....... .. .... 

s (52 ,068) ............ 
I 

s <2. 756> 

(2_3] ) 
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ORDER NO. 24485 
DOCKET NO. 900656-WU 
PA.GE JJ 

tKE HOlE $OUNO YAt£a COMPAMJ SCN£0UlE NO. 3 ·1 

ADJUSJM(IITS TO OP£1tATII£G $fAfEM(IIT PAC£ 2 of 3 

tEST 'f( Al (IIOED 0Ea:141U 31, 1990 OOC(Ef NO. 900656·\AJ 

()(PlAN A l I 011 AD JUSt ME II T S 

1 C. To ,...,..... ~eclet l on e~e euocleted v l th (2,067) 

2 Afi.OC . 

3 
4 o. To Inc lude pro fOf'll Otpt'ecletlon e~e euocleted 

S wi th plent eddl tlons . 9,873 

6 
7 E. To recognhe ~ecletlon cJ~PCNe euocleted wi th 

a ectuel plent e~t..peodltures .-ie In 1990. 2,0n 
9 

10 r. lo recognl te deprec, et l on expeNe euoc:leted vlth 

11 cepltelhed ulerles. 267 

12 ••••••••••• 

13 NEt ADJUSfii(NT 

14 

IS TAXES OlMEa lHAM IN 

16 A. To rt'IIIOVe regulatOty UIH-'1\ f tH 

17 related t o r~ted revenues . 

18 

19 I. To tncreea e r egul etory aaltSa.ert fees 
20 uaoclated v llh steff edjuu_..t to revenuu. 

21 
22 C. fo r~• property caa e asoc lated vlth 

2J non·uted ' useful plene. 
24 
2S 0 . fo r-. payroll t all e.-pense 80rc proper ly 

26 c.pt tell ud. 
27 
28 E. To edjus.t tUH other th6n lnc01ne to 1990 ectual. 

29 
30 r . To re.ove ~yroll tall assoc:tated v tth 

31 non•utll l ty eepl~. 

32 
l3 liEl ADJtJSf Ill 

].4 

35 
l6 Ill fAXCS 

l7 A. to r-• lncOIIOC u• e~e enoclued vlth 

l8 requested r~. 
39 
40 
41 OPUMING a(V(IIU(S 

42 A. to edjust to revrnues wttlch allow a 

'l f11r r1te of ret urn 

44 

'5 TAXES OfK(I fKAM Ill 

46 A. To reflect r4!9Ulatory assH~t fees 

47 rollted to ateff ldJUUIICnt to rev~. 

'8 
49 IWCOIC fAXES 

50 A. To r eflect lnc01ne tall eapense 

51 related to steff edJU.ti!W!f\t to revenu«. 

' 7,111 

••••••••••• 

' C22 ,8l9> 

6'0 

(738) 

( 1 ,094) 

<27,351) 

(1,313) 

' (52,695) 
.....•••••. 

s (185,1)l.}) 
........... 

s JS9,900 

··-········ 

s 16,196 

••••••••••• 

' tt.a,on .......... 

193 
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ORDER NO. 24485 
DOCKET NO . 900656-WU 
PAGE 3 4 

Til£ NOR $OJNO YA T U COiti'AIIT 

ADJUST II TS T 0 OPUA 111tC Sf A 1 fNEIIl 
lUT Tt.Aa f.IIO(J) Of.ct••u ll, 1990 

I OPUAl lOll A..o fiA IIIl[liAJIC( [lP£11 r 
2 A. To edlust to at•tutory r•t• c.ae ~·· 
l 
I, 

S OPUATIIICi ll[V{IA-.$ 

6 A. To edjuat for ~r••~• In at•tvtory r•te 

7 , ... ·~·· a 
9 

10 TAliS OTK(R l MAN Ill~ 
H A. To edlust t or decl'e .. e In llllUtor; rate 
12 cue e.qMnae. 
ll ,, 
IS I IICXlM( TAXES 

16 A. To edlua t lor deere•&• In a t•tvtor; r•te 
17 cue uptnt~e. 

18 
19 

SCKEDUL£ NO. l · I 
PAc;[ l of l 

oocnr NO. 900656·w 

ADJUSTIU:NTS 

(5,44}) ........... 

(5,800) 
......••... 

C261 > 

····-····· 
C26> 

·······--··· 

I 

I 

I 
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ORDER NO. 24485 
DOCKET NO. 900656-WU 
PAGE JS 

1 HE HOlE SQJIIO YA fEll COMPA111' 

RATE CASE EXPENSE RCOUCfiON PU 

S£Cfi0N l67.081S, flORIDA SfAlUJES 

lESf TEAll EIIOED DECEKIER 31, 1990 

C.UaJlAliON Of AOJUS1MEN1S 

DESCliiPfiON 

IIEV IIICREASE 

AEV lliC1!EAS( UOUUIED 

X Of INCREASE lEC 10 AMI REO 

PKUOENl ltAI( CASE EXP AMORt 

$TATU10R1' lEVEl Of RC [XP 

101Al l (DUCIION 10 AC [XP 

HHCJ ON lAlE lASE (1/8 o&ll) 

A£1URN R(DUCIION ASSOC V/111 

IIIC lAX EI IECl ON Ill 

101Al EXPENSE ADJUSIK(NJ 

CIIOSS ·UP FOR liAr 

JOIAl AEV'ENU£ ADJUSt Nl 

101Al liAr ADJUSJK(Iil 

TOt Al IIICC»>£ lAX EXPENSE ADJUSIM(NJ 

I(SI fOR flOOR 01 RETURN ON [0UI11' 

AUIHOIII ZED ~01 

lESS: RAJ( CASE (XP(NSE ADJUSIKCNI 

ADO lAC( lAX CIIECI 01 R£DUCIION IN NOI 

AOJUSllD hOI 

AOJUSJ£0 I!AI( BASE 

G( lol iiAI [O ROR 

SCHEDUl E 4 

VAl(A 

3S9,900 

S07,Sl6 

70. 911 
...•.....•.. 

18, 71} 

70.911 

13,269 

S,44l 
..........•• 

70 

26 

S,Sl9 
9S.SOX 

s.aoo 
............ 

261 
............ 

26 
............. 

21'S, 549 

<S.Sl9l 
2,084 

zn,09r. 
....••...... 

........... 
10.111 

•........... 

195 
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TKE MOlE ~ ~ATER CCHPANf 
Af~C Rate 
12· Mont h Period E~ Occ~r 31, 199l> 

Avera9c 
Cap I tal 

Class of Capital Structure 
......................... .. .............. 

CO<mon Equity 1,141,949 
long · Tera Otbt 987,717 
Short · lena Otbt 0 
CUStomer Depos i ts 0 
Ta• Credits • Zero Cost 0 
Otferred Income Tues 24,200 

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

Total 2,153,866 ............. 

-

Adjusted 
Comlulon tapltal 

Ad jus tlllen u Structure 
.. ............... .................. 

284 ,807 1, 426, 7'S6 
<3,1104) 98l,913 

239,798 239,798 
0 0 
0 0 

1,000 25,200 
..... ..... .. ..... . ..... .. . .. ..... 

521,801 2,67'5 ,667 
•..•........ .....•....•. 

Sdle!Cl.llc Mo. 5 
Oocl:ct llo. 900656· \AI 

Percent 
of Cost lle lghted 

Capi tal Rates Cost 
.. ............ . ............. . .... .... 

53.32X 12 .JSX 6.59X 
36.77X 9.92X 3 .65X 
8.96X o.oox o.oox 
o.oox o.oox o.oox 
o.oox o.oox o.oox 
0.9l.X o.oox o.oox 

... ...... -........ .. ............... 
100.00X 10.2lX . ........ . ........ 

-

ot~counttd 

IIOnthly 
Rate 

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

0.8W)60X . .......... 

""80 ~neg 
['l:l~t"i 

l,j~:o 
01 z 

-

zo 
0 • 

N 
\0~ 

0 ~ 
OCD 
OIVI 
VI 
01 
I 

~ 

...... 
(.0 

0') 

, 
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ORDER NO. 24485 
DOCKET NO . 900656-WU 
PAGE 37 

TifE HOSE SOUND YATER COMPANY 
900656-UU 

Schedule 6-A 

Allowance fo r Funds Prudently Invested 
Calcul tlon of Carrying Costs for Each ERC 

Information Needed 

1 . Cost of Qualifying Assets 

2 . Cnpacicy of Qualifying As &ets 

3 . Number of Future Customers 

4 . Annual Depreciation Expense 

5. Rnte of Return 

6 . Uoightod Cost of Equity 

7. Federal Income Tax Rate 

8 . StGt Incom TaY Rato 

9 . Annual Property Tax 

10 . Other Costs 

11 . 0 preciation Rate of Assets 

12. Test Year 

$ 

$ 

$ 

$ 

90,972 

0 GPO 

537 ERC 

2 , 756 

10 . 23 

6 . 44\ 

34 . 00 

5. 50 

738 

0 

3 . 03\ 

1990 

197 
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ORDER NO. 24485 
DOCKET NO. 900656-WU 
PAGE 38 

TltE HOI[ SQJtiD \I,UU CClMPAIIT 

9006~6· \A.I 

Allowonc:o for flrdl Prudorttly Invested 
Calculation of c.trrylng CO.U for Eac:tl fJC: 

Coat of Oul l lfylng Ataeta: ' 90,m Amull o~latlon Expenae: 
Divided ly future EIC: 

Cost /UC: 
Multiply ly late of Return: 

~~ loturn Par (IC: 

Amull I.O,C:t I on In let urn : 
(Amull Oq>reclot I on bpefve 
per tiC r l ... lote of leturn) 

rederel , .. late: 
Effective Stote Tax late: 

Total Tu late: 

' 
s 

• 

S37 future UC'a: 
....... ....... 

169.41 Amull 04tpr . c:-t per EIC: 
10. 231 

............. 
17 • .S3 ~I Propery r .. Expenae: 

········-· ruturo ERC'a : 
O.Sl ........... Arrval Prop. T a11 per EIIC : 

34. 00X ~lglltad Coat of E""l ty: 
3.631 Divided by late of leturn: 

37.6ll X of E""lty In leturn: ........... 
EffKtlve , .. on leturn: 2l .69X Other Coate: 
(Equi ty X Tl ... , .. late) ........... future ElC'a: 

Provhlon ror Tu: 37.9111 COlt per EIC: 
cr .. on leturn/CI · Tota l , .. lote)) ••••••• .. •• 

I 

$c:hr0.11 e 6 · I 

' 2,756 
Sl7 

. ......... . 

' S. 1l ........... 
s 738 

Sl7 
.. .... . ...... .. ..... 

' 1.37 ··-... ··-
6.441 I 

10.2lX 
......... ...... 

62.9SX . ...•...... 

' 0 
Sl7 

·· --·-·--·-
s 0.00 

••••••••••• 

I 



-

l 

T If( 1101( SOJIIO ~ T U COIPAWT 

9006S6· IAI 

-
ScMdll• 6 · C 

Allowwce for f~ Prudently lnvutecf 
C.lculetlon oi terrylng Coat Per llC Ptr Yter: 

90/'91 91/'92 92191 93/94 94(95 
......... . ... ..•......................•...... 

Unft.Tded Other coeu: ' 0.00 ' 0.00 ' 0.00 ' 0.00 ' 0.00 
l)lft.Tded Arrual O•eelet I on: 5. 13 s.n 5. 13 5.13 5 . 13 
Unfl.l'dld Property Tu: 1.37 1.37 1.37 1.37 1.37 

.•..•...• . .••. •..• •..••.... · ·•·•··· · ... . ... .. 
S\.Ctotll Unhrded Arrull hpenae: ' 6.51 ' 6.51 ' 6. 51 ' 6. 51 ' 6.51 
Unhrded E~u Pr ior rur : 0.00 6.51 13.01 19.52 26.03 

. ......•....•... .... ...• . ........... ·····•··· 
TOtll Unf\rdtd ~: ' 6.51 ' 13.01 s 19.52 ~ 26.03 s 32.S4 ............. ·-.. -... _ ............. _........_. ... ......_ 
ltturn on Eapensu Current Tur: 0.67 0.67 0.67 0.67 0.67 
leturn on lxpenau Prior Yeer: 0.00 0.67 1.33 2.00 Z.66 
lttturn on PliN'It CUrrent Teer : 17.33 16.81 16. 28 15.76 15.23 
Eernln;s Prior Teer: 0.00 17. ]] '6.57 57.93 81.61 
CCJIIPO'I"d Elrnln;.s frc. Prior rur: 0.00 l.n 3.74 5.93 8.35 

......... ..........•....•.......•... ····~· ··· 
Totel C~ Eernlngs: s 18.00 s 37.24 s 58.59 s 82.27 s 108.51 
Eernlngs [JIPIInlfon feetor for Tu: 1.]6 1.38 1.38 1.38 1.38 

. •.•.•.••••.• .• •.•.................• ····-·· ·· 
ttevenue ttequl rtd to r\61d Eernlngs : ' 24.8l s 51.38 s ao.a5 s 113.52 s 149.73 

tteverue ttequlrtd to f\61d EapMSu: 6.51 13.01 19.52 26.03 32.54 
········• ...•....................... · ·· ·-···· 

Sl.btotel: s 31.34 s 64.40 ' 100.37 ' 139.55 s 182.26 
0.955 0.955 0.955 0.955 Divided by fe<tor for Grots Receipts Tax: 0.95S 

ERC Cerrylng Ccst for I Yur: s 12.az s 67.43 s 1os . 1o s 146.12 s 190.a5 ....................................... -... -.. .... 

-
""'80 :> ::0 
C)O() 
[llX~ 
u~ 
\0 7. zo 

0· 
...., 

10~ 
0~ 
OQ) 
0\UI 
Ul 
0\ 
I 

~ 

~ 

<.0 
(.0 

..... 
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ORDER NO. 24485 
DOCKET NO. 900656-WU 
PAGE 40 

THE HOSE SOIJND YATER COMPANY 
~00656-WU 

Allowance for Funds P.rudontly 
Schedul of Cha rges: 

Schedule 6-D 

Invested 

--------------···-------------------·--·--- -- ---·----------
90/91 91/92 92/93 93/94 94/95 

-·- -- ---- --------- --------- --- ----- - ------ ---
July 2. 73 35 . 70 70.57 108. 52 149 . 85 
August 5. 47 38 . 59 73 . 71 lll . ?4 153.58 
S ptember 8 . 20 41.47 76 . 85 115.36 157 .31 
October 10 . 94 44 . 35 79 . 99 118 . 77 161.03 
November 13 . 67 47 . 24 83 . 13 122 . 19 164 .76 
Dec mb r 16 . 41 50 . 12 86 . 27 125. 61 168.49 
Januory 19 . 14 53.01 89 .41 129.03 172.22 
F bru ry 21.88 55 . 89 92.54 132 . 45 175.94 
March 24 . 61 58 .78 95 . 68 135 . 87 179 . 67 
April 27.35 61.66 98 . 82 139 . 29 183 . 40 
Kay 30 . 08 64 . 55 101.96 142 . 71 187.12 
June 32 . 82 67 .43 105. 10 146.12 190.85 
--- ------· ·· --·----- ---- -·-- -·-- -·--- --------·-------···---

I 

I 

I 
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ORDER NO . 244 85 
DOCKET NO . 900656-WU 
PAGE 4~ 

ooti:CT 110. 9006S6·11U 
APRIL 4, 1991 

UTILITY Hobe Sound Vater eo.p.oy 

SCM£DUL( Of VATER RATES 
MD RAT£ O£CllEAS£ 

Ill FOUR YCAAS 

Mont hly li..IIU 

Realdentl•l •nd Gener•l Service 

-----·--··-----·-··--·--·-··---
Base fAcility ChArge: 
Meter Size 
S/8"xJ/4" 

3/4" 
1" 

J·J/2• 
2" 

J" .-
GAIIONC}e ChArge per 1.000 G. 

Up to 10.000 g41lons 
Over 10.000 galluna 

Gener•l Service Only 

Colll!l l ul on 
Approved 

RAt es 

$7.84 
Sl l. 76 

St9 . 60 
$39.20 
S62 7Z 

$125.44 
$196 .00 

S0 . 72 
SI . S2 

SI . 09 

RIUt 

Oecruso 

$0 . 10 
$0 . 14 
$0 .24 
so 48 
so 76 
Sl. 53 
S2 39 

so 01 
so . o~ 

so 01 

FIRST REVIS£0 4/15/91 
SCH(OOl( HO 7 
P• g I of I 

201 
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HOI( SQ.ND IIJ.TU t(XO.UT • 00Ct[T ~~ . 900656· \AJ · CONSUVATIOII AIIUTSIS AttKIII!!ent Mo. I 

~SEIVATIOII DATA • 1989 

I JAMJ.Uf I ruii'UAlr I AARCM I u•n 1 MT 1 ME 1 JUU 1 AUCUST 1 sumau 1 ottotu 1 IIOVDCIU 1 o£ct111E• 1 tom 

I I 19119 I 1m I t9119 I 19119 1 1~s9 I 1m 1 1989 1 19119 1 1m 1 19!9 1 19119 1 1989 1 1m 

, ........ , ........... , ........... , ........... , ........... , ........... 1 ........... 1 ........... 1 ........... 1 ........... 1···-- ------1··-........ , .... ....... 1 ........... . 

ltllts I I I I I I I I I I I I I 
1 ........ , I I I I I I I I I I I I 
11001: 1 I 214 I 226 I 226 I 216 I 226 I ru 1 us 1 225 1 us 1 us I zzs I 225 I 270J 

ltcoe z I 195 I 195 I m I 19S 1 196 1 196 1 196 1 198 I 199 I 19! I 199 1 200 I uo2 

IIOOIC l I 212 I zss I 255 I 2H I 257 I 2S7 I U9 I 259 I 260 I ZS9 I 260 I 262 I 3090 

IIOOIC 4 I 16a I m I 1n 1 167 I 167 1 167 1 169 1 169 1 169 1 169 I 169 1 "' I 10l7 

ltooc s I 40 I 40 I 40 I 40 1 40 1 40 1 40 1 40 1 40 1 40 I 40 I 40 I 4&0 

IIOOIC 6 I 26a I 276 I 234 I 281 I 100 I 305 I lOS I 307 I :so& I 101 I 309 I 309 I lS65 

I 1 ........... 1 ........... 1 .......... 1 ........... 1 ........... 1 ........... 1 ........... 1 ........... 1 .......... 1 ........... 1 ........... 1 ........... 1 .......... .. 
1 toat 1 1147 1 1162 1 1112 1 11 n 1 1186 1 1190 1 1194 1 1198 1 1201 1 1191 1 1202 1 1205 1 uz21 

1·······-·1··· ········1··········· t····--······1····--·····l···········l···········l···········t ···········1···········1···········1············1···········1············1 
JGAuo.s I I • I I I I I I I I I I I I 
1------·· 1 I I I I I I I I I I I I I 
IIOOIC 1 1 210511 1 228558 1 189!74 1 18&308 I 160320 1 28&450 1 znsss 1 112no 1 101530 I 2331ZS 1 204408 I 197586 I 2547'952 I 
1aooc 2 I 17'5646 I 101~2 I 169481 1 163440 1 159210 1 nms 1 212124 1 11L86l J 2212aa 1 22m8 I 213355 I 2l0540 I 2l6-t602 I 
11001: 3 1 38"0 1 45336 1 4Tl99 1 51o2e 1 41&&9 1 59481 1 53019 1 50379 1 4!978 1 52927 1 "o" 1 41Bl7 I se1os1 I 
11001: 4 1 14562 I 1111)2 1 14957 I 17557 1 2123' 1 25234 1 25926 1 22405 1 24420 1 23682 I nno I 31037 I 261206 I 
ltooc 5 I 74255 I leSS! I 61102 I 87694 1 1~454 1 137961 1 76112 I &aoal I 110no I 99966 I 66189 I 76UO I 10312l2 I 
11001: 6 I 76561 I ao111 I 69179 1 743os 1 626!2 1 112759 1 112505 1 81423 1 ezoaa I 120086 I 921!' I 96329 I 1060812 I 
I 1-- ----·----1 . ......... 1 ........... 1 ........... 1 ........... 1 ........... 1 ........... 1 ...... ..... 1 ...... .. ... 1 ........... 1 ........... 1 ........... 1 ............ 1 
poaL I S90l02 I 612627 I 551992 I 56ll32 1 549789 1 !'5630 1 752241 I 589791 I 699024 I 751034 I 642550 I 67'9549 I 78'6a61 I 

1········1··· ········l••••:••••••·l···········l···········l·········· .. l··········· l···········l···········l·······•a:••l··········· l···········l······· ····1············1 
IUV£~SI I I I I I I I I I I I I I 
1 ........ 1 I I I I I I I I I I I I I 
1100( 1 I 20,480.73 I 21,706.41 I 19,161.35 1 19,078.02 1 11,195.71 ll5,652.30 1 24,641.81 1 18,052.67 I 19,964.72 I 22,049.95 I 20,154.H I 19.7~.35 I 247,862.65 I 
IIOIX 2 I IS,l69.6a I 10,106.83 I 17,982.89 1 17,535.63 I 11,ho.09 1 21,467.43 I 19,439.18 I 18,485.47 1 21,6H.66 1 21,631.011 I 21,166.24 I 22.:soo." I 237,478.62 I 
1eoor: 3 1 5,210.27 1 5, 652.59 1 5.ao2.79 1 6,0S6.l8 1 5,453.2! 1 6,614 .26 1 6,201.82 1 6,027.63 1 5,942.20 1 6,202.79 1 5,630.52 I 5,911.34 I 70,705 . 87 I 
1100< 4 I 2',152.35 I 2,6311.111 I 2,105.11 1 2,l41.S8 I 2, 584.32 1 2.e.a.11 I 2,9011.~ 1 3,171.83 I 2,aoe.66 I 2,759.96 I 2,6Tl.33 I 3,090.06 I 32,181.Tl I 
1•ocx s 1 &,444 .86 I 3,7110.19 I 5,26a.06 1 7,02l.t.s 1 8,129 . 30 1 10,340.74 1 6,258.74 I 7.~3.42 1 9,202.!3 1 7,833. 08 I 5,603.83 I 6,265.86 I 85,194.~ I 
1aooc 6 1 7,302. 71 1 7,6l2.n 1 6,927.87 1 7,2e7.19 1 6,611.28 1 9.~1.46 I 9,9l4.n 1 7,897.37 1 7,948. 14 1 10,463.13 I 8,621.54 I 11,895.2l I 99,4n.n I 
I 1 ....... .... 1 ........... 1--·--· --·· ·1· ................... 1 ........... 1 ........... 1 ......... 1 ........... 1 ........... 1 ........... 1 ........... 1 ............ 1 

ltouL I 61,9&0.60 I 61,516.98 I 57,36a.C1 I 59,321.9J I 57,313 .95 I 76,874 so 1 69,l84.32 I 60,678.39 I 67,500.21 I 70,939.99 I 63 ,850.03 I 66,167.28 I m,896.2t I 
1••••••••••••••• .. •••••••••••••••••••••••••••• ••••• ••••••••••••••••••••••••••• •••••••••••••••••• •••••••••••••••• ••••••• •••••• •••••••••••••••••••--•••••••••••• •••••I 
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ORDER NO. 24485 
DOCKET NO . 900656-WU 
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HOSE SOUND WATER COMPANY 
DOCKET NO . 900656-WU 

Attachment No . 2 

QUARTERLY CONSERVATION REPORT 

BILLS I 
------------1 
BOOK 1 I 
BOOK 2 I 
BOOK 3 I 
BOOK 4 I 
BOOK 5 I 
BOOK 6 I 

JANUARY 
1989 

224 
195 
252 
168 

4 0 
268 

1------------
TOTAL I 1 14 7 
am•===••---• 1 ~--•=••-=a 

I 
GALLONS I 

------------1 
BOOK 1 I 2105 18 
BOOK 2 175646 
BOOK 3 38740 
BOOK 4 14582 
BOOK 5 74255 
BOOK 6 76561 I 

FEBRUARY 
1989 

226 
195 
253 
172 

40 
276 

------------
1162 

------=-=--=:t::--

228558 
201662 

45336 
17802 
38558 
80711 

I 
I 
I 
I 
I 
I 

MARCH 
1989 

226 
195 
255 
172 

40 
284 

------------
1172 

••a:=====-=·= 

1898 74 
169481 

47 399 
14957 
61102 
69179 

------------1------------1------------
TOTAL 590302 I 612627 I 551992 
=··=-=----= .. --at •=-a::•••zz•••aa •=a•cc•===•a J•========•== 

I 
REVENUES I 

------------ I 
BOOK 1 20,480.73 21 , 706 . 47 I 19,181.35 
BOOK 2 18,389 . 68 20 ,106 . 83 I 17,982 . 89 
BOOK 3 5 , 210.27 5 , 652 . 59 I 5,802 . 79 
BOOK 4 2,152 .35 2 , 638 .18 I 2 , 205 . 11 
BOOK 5 8 , 444.86 3,780 . 19 I 5,268 . 06 
BOOK 6 7,302.71 7,632 . 72 I 6,927.87 

------------ ------------1------------
TOTAL 61,980 . 60 61 , 516 . 98 I 57,368.07 
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