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lH:FORt:: Til E FLOH l OA PUBLIC SERVICE C0!-11-H SSIOII 

In r a : Applic ation f o r a s taff-assisted ) 
r lte c a s e 1n Sumter County for The Woods,) 
~ d1v i s 1o n o f HOMOSASSA UTILITIES , INC . ) __________________________________________________________________ ) 

DOCKET NO. 900966-~S 

ORD ER NO . 2 5 13 9 

ISSU ED: 11/30/91 

The following Commissioners participated in the d i s pos1tio n o t 
h is matter : 

THOMAS M. BEARD, Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 
MICHAEL licK . \H LSON 

ORDER GRANTING TEMPORARY RATES IN 
THE EVENT Of PROTEST 

NOTICE Of PROPOSED AGENCY ACTION 
ORDER GRANTING BATES AND CHARGES 

BY TilE COI-tMISSION: 

CASE BACKGROUND 

The Woods , a division of Homosassa Utilities, Inc . (The Woods 
o r utility) , is a Class " C" water and wastewater utility located Hl 

Sumter County , which provid~s water and wastewater servic~ to The 
Woods, a mobile home park . The Woods has 56 connections, p lus 
three other connections outside of its a uthorized s e rvice 
territory. It is serving these three connections at the reques t o t 
the Florida Department of Environmental Regulation (DER) . 1\ 

certificate amendment application has been filed with the 
Commission a no will be addressed in another docket. 

The utility was granted grandfather certificates by Orde r ,lo . 
19 848, i s sued August 22 , 1988 , as a result of a resoluti o n ot 
J anuary lJ, 1987 , by the Sumter Count: Board of County 
Commissioners to transfer jurisdiction to the Public Servica 
Commission . At the time of the jurisdictional transfer, the 
utility was owned by Central Utililies, Ltd. (Central) . Dur i ng t he 
1ntcrim period between the Commission ' s receiving jurisdiction ove r 
utilities in Sumter County and the completion of the certificati o n 
process, ownersh ip of the utility was transfe rred from Central t o 
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Homosassa . The Commission s ubs equently issued the certifica t e to 
Homosassa . 

On December 7 , 1990, the utility applied for staff assistance . 
The utility paid the appropriate fili ng fee of $1 50 .00 each for 
wa er a nd wastewater, on February 26, 1991 . The test ye ar for th is 
case is the historical test year ended December 31, 1990. 

A c ustomer meeting in the utility ' s service area was c onducted 
by Commission s taff on May 22, 199 1 . The customers raised concern~ 
about the quality of service, which will be discussed below . 

OUALIT¥ OF SERYICE 

The c ustomer meeting was held at the Bushnell Community 
Center, i n Bushnell, Florida. Seven customers a ttended . Five 
commented about the following problems ; water service outages, 

I 

water press ure, sediment in the wat er, wate r odor and tas te 
problems, long distance phone bills , uti lity response t ime o I 
problems , a nd water leaks. 

One c ustomer said that in the past, water has ~een out for as 
much as throe days. Apparently , that was before the system was 
upgraded by the c urrent owner . She said tha t th~ pressu re is 
c ontinuously low. Because the pressure fluc tuates , hot water 
heaters a r c damaged a nd have t o be replaced. She said that there 
has been some improvement, but recommended that the Cvunty take 
o vor t he systom, or that the r esidents get together t o buy the 
oy tom. 

Another c ustomer discussed s imilar problems . He said that he 
has been a customer for three years , and continuous ly has had baJ 
water that smells as wel l as no pressure. He also has had t o 
replace his hot water heater . Fur ther, he said that the s ystem is 
1 king and every meter is stand i ng in water. He has complained 
about the water, but has not received any r esponse . He would l ike 
to sec s omeone e lse take the systems over, a nd have a full-t ime 
malntcna ncc man on s~te . However , he did say that the utility has 
made some improvement. 

Another customer said that he has to buy bottled water t o 
drink, and is getting tired of paying the utility for something he 
canno t use. Because of too much c hlorine i n t he water, he cannot 
take a s how r. He also noted leaks in the water s ystem. 

A fourth c us tomer said t ha t the water is cloudy and has t oo 
ouch chlor i nc . When the fil t er is back-washed at the water 

I 



A Pubncdim of FALR, la. P.O. Bor 3tli,
Geioesvilb, Ft 32An 004) 375{}36 9I FPSC 9:531

oRDER NO. 25139
DOCKET NO. 900965-WS
PAGE 3

treatment plant, an odor comes through his sink. He said that in
DeceDber of 1989, the water systen was down for nearly a week.
Although it ras not clear as to exactly r.rhen thls happened, it is
believed that at about the sane tine, sone custotoers cloth-s had to
be discarded because they were stained when washed. Recently, the
filter was working inproperly and the water was reddish-Iooking and
nilky in appearance. Like the others, this customer has bad to
replace his hot rtater heater. Also, he experiences pressure
problens. He said that pressure has gotten r.rorse since sone neu
iustoners, who are located outsi.de the irnnediate subdivislon, were
recently connected. He also stated that he nust nake a long
dlstanci call ln order to contact the utility. The utllity has
lndlcated that it has a policy of reinbursernent and wlll accept
collect calIs.

The fifth customer conplained about the lolt pressure and was
concerned about fire protection.

In additlon to the connents nade at the custoner neeting, the
Connission has received one letter frou a custoner who could not
attend the neeting. the comments uade were very sinilar to those
generated at the neeting. They included pressure and general water
quallty problens. The custoner qtas also concerned about the
posslbility of the rates increasing and how lt would affect h€r
fixed incone.

Historically, the utllityrs water systen has had problens with
uater guality and preEsure. Recent irnprovenents that have been
accoDpllshed include fllter sand replacement and the rewiring of
the ilectrical control systeu at the uater treatDent plant.
currently, the systen is in conpllance nith the guality standards
as requlied by DER. Although the standards are being net, custoDer
eatisiactlon Ls Etlll in questlon because of the lack of consistent
rellabllity of the product.

In an attenpt to nake further improvements, the utllity
recently lncreased pressure. Unfortunatelyr. a rrater outage
resulted af,ter the lncreased pressutre caused a plpe failure at the
plant. Repaira have been nade, and the restored preesure has been
increased ipproxlnately five pounds per inch. The utlllty is also
lnstalling i-preasure ionitor-ln a rernote area of, the dlstrlbution
systen, ii oiAer to nonltor pressure over a perlod of- tlne. To
dite, iro results have been recelved. ff pressure le found to be
lnsuif,lcient, the utlllty is expected to make the appropriate
nodifications.

o
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We belleve that uith the rec€nt lnprovenents that hav6 been
rnade at the lrater treatn€nt faclllty, problens such as lou
pressure, outages, and sedlnent, will be slgnlficantly reduced.
Most of the problens clted by the custoners erho attended the
custoner neeting, occurred long before the inprovenents were nade.
How6ver, it is anticipated that there ctill wlll be occasl.onal
inconvenlencea du6 to the norual operation of the facillty. fhe
deslgn of the filter tlill allow sollds to overflow nhen routine
back-washing occurs. It appears that the only way to totally
ellnlnate thls situatlon, would be to replace the filter with a
better designed faclllty. Because of the costs lnvolved,
replacenent cannot be Justifled at this tine.

Although there are operational problens, it is apparent that
the utillty is attenptlng to provide adequate service. As a result
of the custoner neetlng, the utlUty has obtained a toll-free
telephone nunber for ite eustoners to use. Thls toll-free
telephone nunber should be printed on the bllls and posted at the
uater and wastewater facilitles. Baaed on the recent inprovenents,
service is sufflcient. Thcrefore, guallty of service is found to
be satisfactory.

RATE BASE

Our calculations of the approprlate rate bases for the purpose
of thls proceedlng are deplcted on Schedules Nos. I and 2, and our
adJustrnents are Ltenlzed on Schedulag Nos. 1-A and 2-A. thos6
adJustnents vhich ar6 self-erplanatory or uhich are essentially
nechanical Ln nature arc reflected on those schedules withoul
further digcusgion ln the body of this Order. The naJor
adJustnente are dl.scuesed belos.

Used and Us€ful

fhe uater treatnent plant has a treatnent capaclty of 15O,O0O
gallons per day (gpd). The uaxLuun dally flow figure used for used
and useful consideratlon ls 561800 gpd. Eecause the records ehowed
that Erorth ln recent y€are fluctuated, Dargln reaerve was not
considered. Based on the above nunbere, the used and ugeful
percentage ls 38 percent. Because of the llnited gallone per
rainute capacity of the plantrs only well, lt le questlonable lf the
peak hourly deuand on the systen can satl.sfactorily be net.. A uged
and useful perc€ntag€ of 75 percent Le considered to be nore
realLstlc in thtg case.

The wastelrater treatuent plant has a treatnent capaclty of
15,0OO gpd. The average daily flov of the peak usage nonth durlng
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the test year is 13, 000 gpd. becaus e the records showed that 
g rowth in recent ye rs fluctuated, margin reserve was no t 
considered. Therefore, we find that the wastewater treatment plant 
is 87 percent used and useful. 

Tho water distribution and wastewater collection systems have 
a capacity of 138 equivalent residential connections (ERCs) The 
number of test year connections is 47 ERCs for water and 45 ERCs 
for wastewater. However, 60 ERCs for water and 59 ERCs for 
wastewater will be considered because there are existing 
connections that occupy two or more lots. It is estimated that 3C 
per cent of the existing connections occupy lots in this mann~r . 

Becau s e of the fluctuations of customer growth, margin reserve was 
not considered. Therefore, we find that the water distribution a nd 
the wastewater collection systems are 4 3 percent used and useful. 

e ~nt-ln-SerylCe 
During o~r audit of the books and records of t n is utility, it 

was discovered that no original cost documentation exis ted . Thus, 
an orig1nal cost study was performed to determine the or1qinal cost 
o f the plant-in-service and land as of December 31, 1990 . The cos t 
s tudy did not take into consideration the value of the transm1ssion 
lines which were installed at the request of DER to serve th r ee 
additional customers outside of the service territory. Therefore, 
we have added these costs to the original cos t study to determine 
the bal nee of util i ty plant-in- service for the water system. The 
w stewater system cost was not affected by the additio n of 
transoission lines. We have adjusted the year-e nd balances t o 
reflect the average balance during the test year. 

Based on the foregoing, we find the appropriate average amount 
of utility plant-in-service to be $92,670 for the water system and 
$87,747 for the wastewater system. The appropriate amount for land 
is $3, 500 for the water system and $7, 500 for the wastewat e r 
system. 

Accuoulotcd Depreciation 

As p rt o1 the original cost study , an estimate of the 
percentage o1 dcpreciat1on was made . Since we have added the value 
of the transmission lines in the value of plant calculated by the 
original cost study, we also have adjusted the accumulated 
depreciation level for tho additional transmission lines and have 
made an a veraging adjustment. Thus, the appropriate average amount 
of accumulated depreciation is $42 , 569 and $40,873, for water and 
wastewater, respectively. 
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Plant Held !or future Use 

We pre viously determined that the water treatment system is 75 
percent used and useful, the wastewater treatment system is 87 
percent used and useful , and the water distribution and wastewate r 
c ollection s ys tems are 4 3 percent used and useful . When these 
porcentagcs are applied to t he average balance of utility plant-in­
service, accumulated depreciation, CIAC and accumulated 
mortization of CIAC, the resu l t is a net average amount of plant 

hold Cor future use of $5,027 for the water s ystem and $5,082 f o r 
tho wastewater system. 

Concributions-in-Aid-of-Construction CCIAC) and Amortization o f CI AC 

I 

No CIAC i s recorded on the books of the utility. Centra 1 
Ut i lit~es, Ltd ., the original owner of the water and was tewa t er 
sys tems , collected CIAC from Consumer Mortgage Company prior t o 
Sumter County turning j urisdiction over to the Commission . Since 
CIAC has been collected from the original homeowne rs, it should be I 
rec ognized for ra te making purposes. It is Commission policy t o 
~Dpute CIAC on t he transmission and distribution a~d collection 
s ystems when no documentation exists . We have imputed additional 
CIAC i n th amount or these components as pe r the o rig i nal cost 
s tudy . Also , DER has reimbursed the utility for t he cost o t the 
transmission lines installed a t its reques t . Based o n the a bove 
analy5is , we find that the a ppropriate average dmount of CJ AC is 
$66,510 f o r the water system and $59,692 for the wastewa t e r system . 

No amortization of CIAC is recorded o n the books of the 
utility . We have elect e d to use a 2 . 5 percent amo rtization rate 
for CIAC because the Commission has not prescribed a depreciation 
rate for this utility. When the utility was built in the e ar ly 
1970 ' s , the deprec iation rate wa s 2. 5 percent. A utility may not 
c h ngc its depreciation rates wi thout Commissio n approval, so until 
s uc h approval is given, 2 . 5 pe r cent should be used . The average 
amount of mortization of CIAC for the test year has beun 
c alcula t ed a s $2 1 , 161 for the water system and $34,636 for the 
wastewater s ys tem. 

Worki ng Capital 

Wo believe that the a ppropriate method of calculating working 
capital for this utility is t he formula method , that is , o ne - e ighth 

1 o t operat ion and maintenance expenses. In a later portion of t his 
Order , we appr ove operation and maintenance expenses of $13 , 672 and 
$12,110 for tho respective s ys t ems . Using the formula method, we 



I 

I 

I 

ORDER tW . 251 39 
DOCKET HO . 900966-WS 
PAGE J 

treatment plant , a n odor coreeo through his s~nk . He said that in 
De c ember of 1989 , the water system was down for nearly a week . 
Although i t was no t clear as to exact ly when this happened, it is 
believed that at about the same time, some customers c lothes had t o 
ba discarded because they were s tained when washed. Recently, the 
filt r waa working i mproperly and the water was reddish-looking and 
milky in appearance. Like the others, th~s c ustomer has had t o 
replace his ho water heater . Also , he experiences pressure 
problema . He said that pressure has gotten worse since some new 
c ustomers, who are located outside the immediate subdivision, were 
recently connected. He also stated that he mus t make a l o ng 
distance call 1n order to contact the utili y. The utili ~y has 
indicated tha it has a policy o f reimbursement and will accept 
collect ca lls. 

Tho fifth customer complained about the low pressure and was 
concerned about fire protection . 

In addition to the comments made at the c ustomer meeting , the 
Commi ss ion has received one letter from a c ustomer who coul~ not 
a ttend tho meeting . The comments made were very simi 1 ar to those 
genera ed at the meeting . They i ncluded pressure anct gene ral water 
quality problems . The c us tomer was also concerned about the 
possibility o the r a tes increasing and how it would affect her 
fixed income . 

Historically , the utility ' s water system has had pro blems with 
water quality and pressure . Recent improvements that have been 
accomplished include filter sand replacement and the rewiring of 
the electrical control system a t the water treatment plant . 
Currently , the system is in compliance with the quality s tanda rds 
as required by DER . Although the standards are being me t , cust omer 
satisfaction is s till i n ques tion because of the lack of consistent 
reliability o f the product . 

• n an attempt to make further improvements, the utili t y 
recently i ncreased pressure. Unfortunately , a water outage 
resu l ted a ttar the increased pressure caused a pipe failure at the 
plant. Rep irs have been made , a nd tho restvred press ure has been 
i nc reas ed approximately five pounds per inch. The utility is also 
installing a pressure monitor in a remote area of the di s tr ibu t ion 
system, in order to monitor pressure over a period of time. To 
date, no results have been received. If pressure is found to be 
insufficient, tho utility is expected to make the appropriate 
modificatio ns . 
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We believe that with the r e cent i mproveme nts that have been 
made at the water treatment facility, problems s uc h as low 
pressure , outages, and s ediment, will be sign ificantly reduced . 
1ost of the problems cited by the c ustomers who attended the 
c ustomer meeting, occurred long before the improvements were made. 
However , it is anticipated that t here s till will be occ asional 
i nconveniences due to the normal operation of the facility . The 
design of tho fil ter will allow solids to o verflow when routine 
back -wash i ng occurs. I t appea r s that the only way to total ly 
el1mi nato this sit uation, would be to replace the filter with a 
better designed fac ility . Because o f the cost s 1nvolved , 
replacement cannot be j ustif i ed at this time . 

Although there a re operational problems , i t is ~pparent that 
he utility is attempting to provide adequate s erv ice . As a r esult 

I 

o f the c us t omer meeting, the utility ha s obtaine d a toll-free 
telepho ne number for its c ustomers to use . Th is toll-free 
telephone number s hould be printed on the bills dnd posted at the 
water nd WC\stcwater facilities . Based on the rec-ent improveme nts , I 
sorvicc ia s uf ficient. The r e f ore , quality of service is found to 
be sa t isfactory. 

RATE BASE 

Our calculations of the appropriate rate bases for the purpose 
of this proceeding are depicted on Schedules Nos . 1 and 2 . and our 
a d j ustments are i temized on Schedules Nos. 1- A and 2-A. Those 
adj us t ments which are sol f-explanatory or whic h a re essentially 
mechanical i n nature are reflected o n those schedules wi thout 
further discussion i n the body of this Order. The major 
adjustmento arc d iscussed below. 

Used a nd Useful 

The water treatme nt plant has a treatment capacity o f 150 , 000 
gallons per day (gpd). Th e maximum daily flow figure used for used 
and useful c onsideration is 56 , 800 gpd . Because the records s howed 
tha t growth in recent years fluctuated, margin reserve was :1o t 
considered . Based on the above numbers , the used a nd use ful 
percentage is 38 percent. Because of the limited gallons per 
minute capacity of the plant' s only well, i t is questionable if the 
peak hourly demand on the system can satisfactorily be met. A used 
and useful percentage of 75 percent is considered to be mor e 
realistic in this case. 

The wastewater treatment plant has a treatment capaci ty of 
15 , 000 gpd . Th average daily flow of the peak usage month during 

I 
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find the appropriate amount of working capital to be $1,709 for the 
water s ystem and $1,514 for the wastewater system. 

Test Xear Rate Base 

Based on the foregoing, we find the appropriate test year rate 
base to be $4,933 for the water system and $25,750 for the 
wastewater system. 

CAPITAL STRUCTURE 

The utility ' s books indicate averago negative reta ined 
earnings of $28,940. We have made a proforma adjustment for debt 
from an associated company, USA Utilities (USA), consisting of two 
debt agreements which total $32,~46 at an interest rate of 12. 00 
percPnt. The average for the test year is $25,793. No loans ~ad 
been made from USA to The Woods. A related company with a similar 
debt agreement has had the debt forgiven by USA . We believe, that 
since the co~panies are associated, and that no m0ney has actually 
boon borrowed by The Woods and no pay~ent schedule exists at this 
time, and that the possibility exists that the deb ' ha s been 
forgiven, this debt should be included in the capital structure as 
common equity a nd assigned a cost rate by utilizi~g the c urrent 
leverage .formula approved in Order No . 24246 , effective April 9 , 
1991. The total dollar value of equity is below the total dollar 
value of rate base, therefore , we have increased the dollar value 
of common equity to reconcile the capital structure to the total 
average rate base . 

We have set rate base at original cost. The increase in 
c ommon equity is necessary to reflect the unrecognized negative 
acquisition adjustment resulting from the purchase of this utility 
at a discount. The same reconciliation occurs when a large 
compa ny, purchases a system at a discount. However, a large 
company would have a large enough capital structure so that the 
upward allocation of the capital structure to rate base would be 
undetectable. 

The ratio of common equity to total capital is 100 percent . 
Applying the current leverage formula cost rate to the 100 percent 
common equity ratio r esults i n a return on equity , a nd an overall 
rate of return, of 11.22 percent. The capital structure is shown 
on Schedule No. 3 . 
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NET OPERATI NG INCOME 

Our calculations of net opera t ing income are depicted on 
Schedules Nos. 4 a nd 5, and our adjustments are i temized on 
Schedules Nos . 4 -A a nd 5-A. Those adj ustments which are self­
e xplanatory or which are essential ly mechanica l in nature a r e 
reflected on those s chedules without further discussion in the body 
o f this Order. The maj o r adjustments a re discussed below. USA has 
i ncluded mark-ups i n some accounts which we have removed. We do 
not believe the mark-ups a r e appropriate s ince they inflate the 
ac tual cos t to provid e service . 

Test Year Operating Revenues 

The water a nd wastewater operating r e ve nues for the test year 
have been determined by using the u t ility' s customer b illing 
register. This resulto in $6 , 973 for the water system a nd $6,038 
for the was t ewater syst em . 

I 

water Operation a nd Maintenanc e Expenses : The uti bty recorded I 
$14 , 225 of operating expenses during the test year a nd $240 of 
unrecorded expenses for a total of $17 , 065 . 

1) Purchased Power - The utilit y is billed f or purc hased 
power by USA. The amount billed includes a mark-up by USA . We 
believe that only he actual amount of powe r purchased is 
appropriate for th is account. The utility booked $2, 929. 01 for 
purchased p ower , whic h has been reduced by $1, 655 . 56 to reflect the 
actual cost of power o f $1,273.45, which is the appropriate amount 
to include in t he water oper a t ing expenses for the tes t year. 

2) Chemicals -The utility recorded $361 . 87 during t he test 
yea r for the purchase of chemicals . we believe this amount to be 
reasona ble a nd have i nc luded it in t est year operating e xpe nses . 

3) M~terials a nd Supplies I ncluded in the cost of 
mater i ls a nd s upplies is a $3 5 . 26 c harge for mark-ups by USA. We 
have made a n adjus t ment to remove the mark-up . The utility 
i ncurred an expense during the tes t year to repltce sand i n its 
sand fil t e r. We have included one-third of the cost associated 
with replacing the sand in materials a nd supplies to r ef l ect this 
cxpcnao being i ncurred every three years since it is reasonable. 
Th total material and supplies allowance for water operating 
expenses for the tes t year is thus $1,719 . 16. 

4) ~ot Ooerator The ut ility recorde d a t otal of 
$2,261 . 00 for a plant operator for the test year. Inc luded i n this 

I 
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amount was an out of period expon::.e of $170. no , which we have 
removed . The charge for the plant operator has increased since the 
test period. We believe the increase is reasonable and therefore 
h ve made an a dJustment of $909 . 00 to reflect the annual i ncrease . 
The total plant o perator expense of $3,000.00 is appropriate and is 
included in water operating expenses. 

5) Sample Analysis - The utility recorded $584 . 10 in sample 
nalysis expense during the test year which included a $480.60 

charge for special samples required when the total system p~essure 
drops to zero due to a line break or lin e extension . Also i ncluded 
was an out of per i od charge of $13.50. The remaining $162 . 00 was 
to cover a contractual agreement for water testing at $13 . 50 per 
month ( $1J. 50 x 12) . The new plant operator contract ment ioned 
above provides for basic water plant operation, testing of water 
samples and preparation of monthly operating reports to regulatory 
agencies . Since water testing is included in the new contract, all 
normal water testing charges should be removed from this account 
1 or rate setting purposes. out of period expenses s hou ld be 
removed also. Tho special water testing c harges will be amortized 
ove r a three year period, resulting i n a charge of $136 . 20 , which 
is tho total amount for this account f o r rate setting purposes . 

6) Repairs - USA Utilities - During the test year , The Woods 
recorded a total of $4,725 . 00 to Repairs- USA Utilities . Included 
i n this amount was an out of period c harge of $430.00 whic h we have 
removed . The remaining charges were based on the number of hours 
USA personnel actually worked on behalf of Th e Woods, at an hourly 
rate tha t varied from $20 . 00 to $37.50 per hour for straight time 
and t rom $32 . 00 to $45.00 per hour for overtime. We have adjusted 
the hourly rate to $11.12 for str aight time and $16 . 67 for overtime 
based on a TREEO survey of 198J, indexed forward to 1990 and 
adJusted to included payroll taxes of 11.15 percent, resulting in 
d test year expense of $1,612 . 32 . 

7) RePairs - Third Party - During the test year The Woods 
recorded a total of $806 . 25 to Repairs -Third Party . This amount 
appears to be reasonable a nd we have included it in the test year 
operating expenses. 

8) Accounting - The utility recorded $1,168.92 during the 
test year for account ing services . I ncluded was $686 . 69 for 
accounting services for another utility billed to The Woods in 
error . We have removed the remaining $4A2 . 2J in this account to 
remove all accounting c harges in order to reflect the n ew contract 
for accounting services with another accounting firm for $150.00 
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per month. We bel ieve this amount is excessive and t hus it is 
reduced to $1,100.00 per year. 

9) Engineering - The utility has proposed a n adjustmen t for 
unbil led costs of $750 . 00 per year for Miscellaneous Engineering . 
The services to be provided include renewal of operating permits 
and updating system maps. The engineering firm with wh ich this 
agreement has been made has common ownership with USA and we do not 
believe it is an arm ' s length t ransaction. Therefore, we will not 
llow this expense. 

10) Management Fees - The utility has proposed an adjustment 
for u nbilled management fees ,,f $8,880.00 per year. The fee was 
based on an hourly rote of 652.50 per hour for the manager and 
$75.00 per hour for the president of USA. Based on a 1981 survey 
ot water and wastewater utility salaries by the American Water 

I 

\-lorks Associa t1.o n (AWWA) , we have adjusted these hourly rates to 
$19 . 85 per hour for the manager. The president ' s salary has been 
removed from the utility's adjustment since this position evidently I 
does no t receive comp nsation from USA. The 1 9 80 salary level for 
tho manager has been indexed forward to 1990 and adjusted to 
1ncluded payroll taxes of 11 .15 percent , resulting in a t est year 
expense of $2,4 77 . 28 . 

11) Ottice Clerical The utility has proposed an 
adjustment for unbilled c lerical costs of $624 . 00 per year . The 
coat is based on an hourly rate of $26.00 per hour. Based on the 
1981 AWWA s urvey , we have adjusted this hourly rate to $10 . 00 pe r 
hour. The 1980 salary level has been indexed forward to 1990 and 
adjusted to included payroll taxes of 11.15 percent , r.esulting i n 
a test year expense of $240.00. Also included is postage expense 
of SO. 19 per bill divided betwe en wat~r and wastewate r. The 
result i ng total expense for t his account is $303 . 84. 

12) Mete r Read i ng - The utility has proposed an adjustment 
for unbilled meter reading cos ts of $450.00 per year. The cost i s 
baaed on an hourly rate of $25.00 per hour. Based on the 1981 A~vA 
surv y, wo have adjusted this hourly rate to $9 . 70 per hour. The 
1980 salary level has been i ndexed forward to 1990 and adjusted to 
included pa yroll taxes of 11 .15 percent, resulting in a test year 
expense or $17 4.60. 

13) Rents - The utility has i ncluded a mark-up of $3. 6 0 by 
USA. S i nce we do not believe the mark-up is appropriate, we have I 
removed it. The remaining rent charge of $12.94 is appropriate and 
will be llowed in water operating expenses . 
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14) Traospottation Exp~~ The utility included 
transportation expe nses billed by USA in its operating expenses in 
the amount of $172.50. This amount was based on a $0 . 25 per mile 
charge during normal work hours a nd a $0 . 50 per mile c harge on 
holidays. While working on a holiday is not desirable, it does not 
cost more to operat e a ve h icle on a holiday; therefore, we have 
adjusted the holiday per mile rate to $0.25 per mile , resulting in 
a transportation expense of $131.25 for the test year. 

15) Regulatory Commission Expense - During the test year the 
utility recorded a total of $317.00 to this account for services 
performed by Rhema Business Services, $23 6 .2 5 for index/pass 
through work. Rate case expense is estimated to be $2,020 . 5~ for 
both water a nd wastewater . As was discussed above , accounting 
serv1ces will now be provided by a new account ing cons u ltant , which 
will include indexfpaso through work . The total charge has b~en 
included in the accounting c harge and , therefore, has been removed 
from this account. We have reduced rate case expense by $237 . 50 to 
$1 , 783. 05, one-half of which should be recovered through water 
rates . A total of $891.53 has been included in wa ter rates, 
amortized over a four year period, resulting in the in~ 4usion of 
$222.88 in regulatory commission expense. 

16) Bod ppbt Expense - The utility has included a c harge of 
$547.55 for bad debts. If the uti lity is having a problem with bad 
debts , we believe it should re- examine its c ustomer depos it policy 
to address the problem and not i nclude a bad debt expense in its 
water operating expenses . Therefore , all bad debt expense is 
removed from water operating expenses. 

17) Office Supelies & Expense Postaqe The utility 
incurred an unbilled expense of $25.20 for mailing lead notices 
during the test year. We believe this wi 11 be a non-recurring 
expense and, therefore, it is not included in test year water 
operating expenses . 

18) Office Supplies & Expense - Rent - USA provides all 
services to The Woods. A portion of the rent of its off ice is 
allocated to The Woods . This charge was not billed during the test 
year. The amount which was not billed by USA, according to USA , 
should have been $333 . 90 . We have reviewed the percentages used to 
allocate thi~ xpense between the various utilities that USA is 
providing service to and believe that 10 percent of the total 
expense will be appropriate for The Woods. The resulting charge to 
The Woods is $159.00 and we will include this amount in test year 
water operating expenses. 
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19) O!f icc Supplies & Expense Electr ic Electricity 
c harges !or office space are allocated as discussed above . The 
t est yoar amount allocated , but unbilled, to The Woods by USA is 
$ 10 1.65. We have applied the same percentage t o this expense. 
Therefore, $48 . 40 will be included in test year water operating 
e xpenses . 

20) Office Supplies & Exoense Telephone The same 
pe r c entag has been applied to telephone expenses, resulting in a 
test year expense of $125 . ~0 . 

Wat e r Deprec lOtlo n Expense CNet o f Amortization of CIACl : 

I 

The ut1lity has not had depreciation r ates set by this 
Cor::uui s s ion in any prior cases . Because of this , we have applied an 
overall compos ite rate of 2. 5 percent to depreciable used and 
use ful water plant resulting in a depreciation expense of $1,246 . 
Applying the s ame rate to used a nd useful CIAC offsets depreciation 
~xpcn~o by $ 7 1 5 . Tho resulting net deprec iation expense is $53 1 I 
t o r water during the test year . 

Water Toxca Other Th an Inc ome: 

Tax a o thor than income arc made up of two c omponents, 
Hcgula tory Aosessment Fees a nd Property Taxes . Based on our 
~pprov d rev nuc requirement set forth below, the ssociatcd 
r egula ory assessment fees are $712. The utility paid property tax 
o n ho water treatm nt plant site during the t es t year of $364 . 
Dased on th se two items, $1,077 should be i ncluded in test year 
wa o r op rating expenses for taxes other than income . 

Wa t e r lnc op e Taxes: 

The utility has a large negative retained earni ngs balance . 
Thi s is an indi c at i on that t he re is a l a rge amount of loss carry­
forwards which can be utilized on future state and federal income 
tax returns. Therefore , no income tax has been allowed for the 
test y ar. 

~atcr Opcrot1ng Expenses Summary : 

Bao d o n he foregoing, the appropriate amount of test ye ar 
wate r operating expenses is $15 , 280 . 

W~stewatcr Operation and Maintenance Expenses: The uti lity 
recorded $12,156 of operatinq expenses durinq the test year and 
$2,900 of unrecorded expenses for a total of $14,069 . 

I 
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1) Sludge Remoyal Expense -The utility rec orded $1,97 5 for 
sludge removal during the test year. I ncluded in this amount was 
mark-up by USA . Since we believe mark-ups are not appropriate in 
this instance, the mark-up has been removed from this account. The 
remaining balance of the account is made up of expenses relate d to 
annual sludge removal at the wastewater treatment plant of $800 
billed and $100 unbilled for a total of $900 . $1,105 is related to 
a repair made during the test year to a lift stat~on. We believe 
these charges are related to a non-recurring event and should be 
amortized over a four year per1od . The resulting sludge remov~l 
expense for the test year is $1,176 . 25. 

2) ~based Power - The utility is billed for purc hased 
power by USA. The amount billed includes a mark- up by USA . Only 
the actual amount of power purchased is appropriate for th is 
account. Tho utility recorded $3,137.43 for purchased power, which 
has been reduced by $1,378.08 to reflect the actual co~t of power 
of $1,759.35, which is the appropriate amount to include in the 
was t e water operating expenses for t h e test year. 

3) Materials and Supplies Included in the cost of 
materials and .supplies is a $29 . 62 charge for ... ark-ups by USA , 
which we have removed . The total material and suppl i es allowance 
for wastewater operating expenses is thus $106 .44. 

4) Plant Operator The utility recorded a total of 
$2,261.00 for a plant operator for the test year. Included in this 
amount was an out of period expense of $170.00, which we have 
removed. The charge for the plant operator has increased since the 
test period by $909. We believe an increase is reasonable and thus 
have made an adjustment to reflect a n annual increase equal t o the 
increase for the water plant operator . The total wastewater plant 
operator expense of $3,000 . 00 is appropriate. 

5) Sample Analysis - The utility recorded $456 .60 in sample 
analysis expense during the test year. Included was an out of 
period charqe of $35.00 . Since wastewate r testing is included in 
th~ now plant operating contract , all normal wastewater testing 
c harges should be removed from this account for rate setting 
purposes. 

6) Repairs - USA Utilities - During t he test year The Woods 
recorded a total of $1,976 . 25 to Repairs- USA Utilities. Included 
in this amount was an out of period charge of $60.00 which has been 
removed. The remaining charges were based on the number of hours 
USA personnel actually worked o n behalf of The woods, at an hourly 
rote tha varied from $25 . 77 to $37.50 per hour . We have adj usted 
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the hourly rate to $11.1 2 based on a TREEO s urvey of 19 83, indexed 
forward to 1990 a nd adjusted to incl ude payroll taxes of 11.15 
percent, resulting i n a test year expense of $755.82 . 

7 ) Accounting - The utility recorded $1,168.92 during the 
test year for accounting s ervices. Included was $686. 69 for 
accounting services for another utility billed to The Woods in 
e rror. We have removed the remaining $482.23 in this account t o 
remove all accounting c harges i n order to reflect a new contract 
for accounting services wi th another accounting firm for $150.00 
per month. We believe this amount is excessive and will reduce it 
to $1,100.00 per year. 

8) Engineering - The utility has proposed an adjustment for 
unbillod costs of $750.00 per year for Miscellaneous Engineering. 
The services to be provided i nc lude renewa l of operating permits 

I 

nd updating s y s tem maps. The engineering firm with whom this 
greoment has been made has common ownership with USA and we do not 

believe i t is an arm ' s length transaction. Therefore, we wil l not I 
allow the $750 i n test year water operating expenses. The utility 
did incur a c harge from a n outside engineering firm for permj t 
renewal charges in the amount of $140 . 25, which ~ill be allowed 1n 
the test yea r. 

9) Ma nagement Fees - Tho utility has proposed an adj ustment 
!or unbillod management fees of $8,880.00 per year. The fee was 
based on an hourly rate of $62.50 per hour for the manager and 
$75 . 00 per hour for the president of USA. Based on the 1981 AWWA 
s urvey, we have adjust ed these hourly rates to $19.85 per hour for 
the manager . The president • s salary has been removed from the 
utility ' s adj us tment since this position evidently does not receive 
compensa t ion from USA. Tho 1980 salary level for the manager has 
been indexed forward to 1990 and adjusted to included payroll taxes 
of 11 . 15 percent, resulting in a tes t year e xpense of $2,477.28. 

10) Office Clerical The utility has proposed an 
adjus mont for unbillcd cler ical costs of $624.00 per year. The 
cost is based on an hourly rate of $26.00 per hour. Based e n the 
1981 AWWA s urvey, we have adjus ted this hourly rate to $10.00 per 
hour. The 1980 ~alary level has been indexed forward to 1990 and 
adjusted to included payroll taxes of 11 . 15 percent, result ing in 
d test year expense of $240.00. Also i ncluded is postage expense 
of $0.19 per bill divide d between wa ter and wastewater. The 
r sulting total expense for this account is $303.84. 

11) ~lotory Commission Expense - During the test year the 
ut1lity recorded a total of $J17.00 to this account for services 

I 
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performed by Rhema Business Services, $236.25 lor index/pass 
through work. Rate case expense is estimated to be $2 , 020 . 55 for 
both water and wastewater. As was discussed above, accounting 
services will now be provided by a new accounting consultant, which 
will include indexjpass through work . The total c harge has been 
i ncluded in the accounting charge and therefore, has been removed 
from this account. We have r educed rate case expense by $237 . 50 to 
$1,783 . 05, one-half of which s hould be recovered through water 
rates . A total of $891. 53 has been included in water rates, 
amortized over a four year period, resulting in the i nclusion of 
$222.88 in regulatory commission expense . 

12) Bad Qebt Expen~ - The uti lity has included a c harge of 
$341.21 or bad debts. We believe that the utility should re­
examine its customer deposit policy to address a problem with bad 
debts , rather than include a bad debt expense in its wastewater 
operating expenses. Therefore, we will remove all bad debt expense 
from wastewater operating expenses. 

13) Office Supplies & Expense - Rent - USA provides all 
s ervices t o The Woods . A portion of the rent of i ts of ice is 
allocated to The \oods. This c harge was not billed durin~ the test 
year. The amount which was not billed by USA, according t o USA, 
should have been $33 3 . 90 . We have reviewed the percentages used to 
llocate this expense between the various utilities that USA is 

providing service to and have decided that 10 percent of the total 
expense will be appropriate for The Woods. The resulting charge to 
The Woods is $159.00. 

14) Office Supplies & Expense Electric Electricity 
c harges for office space are allocated as discussed above . The 
test year amount allocated, but unbilled , to The Woods by USA is 
$101.64 . Applying the 10 percent allocation discussed above, 
$48 . 39 hould be included in test year water operating expenses . 

15) Office Supplies & Expense - Telephone - The same 10 
percent allocation has been applied to telephone expenses, 
resulting in an approved test year expense of $125 . 80 . 

Wastewater Qepceciation Expense CNet o f Amortization of CIACl : 

Tho utility has not had depreciation rates set by this 
Commission in a ny prior cases . Because of this , we have applied an 
overall composite rate of 2. 5 percent to depreciable used and 
useful wa'itowater plant resulting in a depreciation expense of 
$1,367. Applying the same rate to used and useful CIAC offsets 
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depreciation expense by $791 . The resulting net depreciation 
expense is $576 for wastewater during tho test year. 

Wastewater Taxes Other Than Income: 

Taxes other than income are made up of two components, 
Regulatory Assessment Foes and Property Taxes. Based on our 
approved revenue requirement, the associated regulatory assessment 
fo s arc $763. The util i ty paid property tax on the wastewater 
treatment plant site during the test year of $619 . Accordingly, 
$1,382 will be i ncluded in test year wastewater operating expenses 
for t a xes other th n income. 

wastewater I ncome Toxgs: 

The utility has a large negative retained earnings balance. 
This is an indication that there is a large amount of loss carry­
forwards which can be utilized on future s tate and federal income 

I 

tax returns. Therefore, no income tax has been allowed for the I 
test y ar. 

Wostewator Operating Expenses Summary: 

eased on the foregoing , we find that the appropriate amount 0 1 

test year wastewater operating expenses is $14,069. 

Operating Loss 

The test year operating revenues for the water system are 
$6, 973 nd the test year operating expenses are $14,881. This 
r sults in a test year operating loss of $7,908 for the wa ter 
system. 

The test year operating revenues for the wastewater s ystem are 
$6,038 and the test year operating expenses are $13, 577 . This 
results i n a test year operating loss of $7,539 for the waste water 
system . 

REVENUE REQUIREMENT 

eased on our review of t he utility's books and records and the 
adjustments made herein , we find t hat the appropriate annual 
rovonuo requirements for this utility are $15,833 for water (127 
percent) and $16,958 for wastewater (181 percent). These revenue I 
requirements will allow the utility to recover its operating 
expenses and will allow it the opportunity to ear 11 . 22 percent on 
its i nvestment . 
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RATES AND RATE STRUCTURE 

211., 

We have c alculated new rates for the utility which are 
dos~gned to achieve tho revenue requirement approved herein. We 
find these now rates to be fair, just and reasona b le . The 
utility's existing rates and the rates we hereby approve are set 
forth below. We have utilized the base facility charge in 
designing these rates, rather than the rate structure used by the 
utility. 

The base facility/gallonage charge rate structure is designed 
to provide for the equitable sharing by the rate pa yers of both t~e 
fixed and variable costs of providing service . The base facility 
charge is based upon the concept of readiness to serve all 
customers connec ted to the system. This ensures that ratepayers 
pay their share of the costs of providing service (through the 
consumption or gallonage charge), and also pay their share of the 
(ixed costs of providing service (through the base facility 
c h rge). 

MONTHLX BATES - WATER 

Residential and Genera l Service 

M.tlQr Size 

5/8 11 X 3/4 11 

3/4 " 
1" 
1"1/2" 
2 " 
3 " 
4 " 
6 " 
8 " 

Current 
Minimum Gallons 

5 , 000 
N/A 

12 , 500 
25,000 
40 , 000 
80,000 

125,000 
250 ,000 

N/A 

Consumption Charge 

Per 1 ,000 Gallons 
over minimum gallons 

Current 
Minimum Charge 

$ 8 . 40 
N/A 

21.00 
42.00 
67.20 

134 . 40 
210.00 
420 . 00 

N/A 

$0 . 84 

Comrniss io""' 
Approved Rates 

$ 12.33 
18 . 50 
30 .83 
61 . 65 
98 . 64 

197.28 
308 . 25 
616 . 50 
986 .4 0 

$2 . 33 
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MONTHLX RATES - WASTEWATER 

Residential and General Service 

CURRENT RATESi 

f-la t Rate 
Cus tomer Charge 
t-Hnimum Charge 

COMMISSION 
APPROVED RATES; 
Me ter Size 

5/8" X 3/ 4 11 

3/ 4 11 

l" 
1 1/2 " 
2 " 
3 " 
4" 
6 " 
8 " 

Consumotion Charge 
Pe r 1 , 000 Gallons 

Residential 
General Service 

Residential 

$ 8 . 37 
~ 

10.05 

Gene ral Service 

$ 16 . 29 per ERC 

16 . 29 per ERC 

Base Facility Charge 

s 

s 

11.47 
17 . 2 1 
28 . 68 
57 . 35 
91.76 

183. 5 2 
286 . 75 
573 . 50 
917 . 60 

2.50 * 
3 . 00 

* Maximum of 6,000 gallons per month. 

Servi~e Availability Charge~ 

The utility's current tariff contains provisions for a Plant 
Capaci ty Charge of $450. 00 and $700 .00 per residential connec tion 
for water and wastewater, respectively. It also contains 
provision~ f o r a Ma in Exte nsion Charge of $50.00 and $7 50.00 per 
residential connection for water and wastewater, respec~ively. 

I 

I 

water service may be requested by a nearby RV park . It this 
occurs , the utility will need to i ncrease i t s plant capacity and 
service availability should bo re-addressed at that time. The 
number of customers in the c urrent service area has remained fairly I 
constant during the test period . Because there is little or no 
growth, we wil l not make c hanges to service availability charges at 
this time. 
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Miscglloneous Seryice Charges 
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The utility's current tariff contains provisions for 
miscellaneous service charges. The utility ' s authorized 
mioc llaneous service c harges as follows : 

Initial Connection 
Normal Reconncction 
Violation Reconnection 
Premis es Visi t (in lieu 

of disconnection) 

Water 

$25.00 
$25 . 00 
$25 . 00 

N/A 

wastewater 

$25.00 
$25 .00 
$25 .00 

N/A 

W believe these charges s hould be reduced to mor e accurately 
reflect their cost. Accordingly, the fo l lowing charges a r e 
approved . 

Initial Connection 
Normal Reconnection 
Violatio n Reconnection 
Premises Visit (In Lieu 

of dis connec tion) 

Customer Deposits 

Water 

$15.00 
$15. 00 
Actual 

$10.00 

Wastewater 

$15 . 00 
$15 . 00 
Ac t ua l 

$10 . 00 

The utility's tariff contains provisions for customer deposits 
of $12.50 for water and 1 months bill for wastewater. 

Rule 25-30 .311, Florida Administrative Code states the 
c ustomer deposit level s hould not exceed two times the average 
monthly b ill. Based on an average consumption of 4, 000 gallons per 
month, the appropriate customer deposit s hould be set at $40 . 00 for 
both water and wastewater, and we so approve. 

Effective Date 

The approved monthly metered rates s hould be effective for 
motor readings on or after thirty days from the stamped approval 
dote on the revised tariff sheets. The approved miscellaneous 
aorvice charges and customer deposits will be effective for service 
rondorod or connections made on or after the stamped approval date 
on tho revised tariff sheets. Tariff sheets will not be approved 
until ataf! verifies that the tariff sheets are consistent with the 
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Cornml.soion' s decision and that the proposed customer not ice is 
dequate. 

Statutory Rato Reduction 

Section 367. 0816, Florida Statutes, entitled "Recovery of Rate 
case Expense" states: 

The amount o f rate case expense determined by 
the Commission pursuant to the provisions of 
this chapter to be recovered through a public 
uti lities rate shall be apportioned for 
recovery over a period, the rate of public 
utility s hal l be reduced immediately by the 
amount of rate c ase expense previously 
included in rates. 

I 

Tho approved rate case expense in the instant case is 
$1 , 783 .05. The appropriate recovery period for this expense is I 
four years . Grossing-up this amount to reflect regulatory 
assessment fees , results i n a n a nnual recove ry of $233. 38 per 
s ystem per year for the four year period. 

Temporary Rates i n the Event of Protest 

This order proposes an increase in water and wasLewater rates. 
A timely protest might delay what may be a justified rate i ncrease 
rcaulting in an unrecoverable loss of revenue to the utility. 
Therefore, in the event of a protest filed by a pa rty othe~ than 
the utility, we hereby authorize the utility to collect the rates 
approved herein, on a temporary basis, subject to refund provided 
that tho utility first furnish and have approved by staff, adequate 
security for a potential refund through a bond, letter of c redit, 
or escrow account, a proposed customer notice, and r evised tariff 
sheets. 

The securi ty should be in the amount of $7 , 572 for the wat2 r 
s ystem and $9,341 for the wastewater system. 

If tho utility chooses a bond as sec1rity, the bond sho~ ld 

contain wording to the affect that it will be termi nated o nly under 
tho following conditions: 

1) The Commission approves the rate increase; or I 
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2) If the Commission denies the i ncrease, the 
utility s hall r~tund the amount collected that 
is attributable to the increase . 

If the utility c hooses a letter of credit as a security, 1t 
s hould contain the following conditions : 

l) The letter of credit is irrevocable for the 
per iod it is in effect . 

2) The lotter of c red it will be in effect until 
the final Commission Order is rendered, either 
approving or denying the rate increase. 

If security is provided through an escrow agreement, the 
following conditions should be part of the agreement : 

1) No rctunds in the escrow account may be 
withdrawn by the utility without t he express 
approval of the Commission. 

2) The escrow account shall be an ln~erest 

bearing a c count . 

3) It a refund to the customers is required , all 
interest earned by the escrow account s hall be 
distributed to the customers . 

4) If a refund to the customers is not required , 
the interest earned by the escrow account 
shall revert to the utility . 

5) Al l i n formation o n t he escrow account shall be 
available from the holder of the escrow 
account to a Commission representative at all 
times . 

6) The amount of revenue s ubject to refund shall 
be deposited i n the escrow acc.)unt within 
seven days of receipt. 

7) This escrow account is established by the 
direction of the Florida Public Service 
Commission for the purpose(s) set forth in its 
order requiring such account. Pursuant to 
Cosentino y. Elson, 263 So . 2d 253, (Fla. 3d 
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DCA 1972) , escrow accounts are not subject to 
garnishments. 

8) The Director of Records a nd Reporting must be 
a signatory to the escrow agreement. 

In no i nstance should tho maintenance and administrative costs 
associated with the refund be borne by the c ustomers . These costs 
re tho responsibility of, and s hould be borne by, t he utility . 

Irrospoctivo of the form of security chosen by the utility, an 
account o all monies received as the result of the rate i ncrease 
s hould be maintained by tho utility . This account must specify by 
whom and on whose behalf such monies wore paid. If a refund is 
ultimately required , it s hould be paid with i nterest calculated 
pursuant to Rule 25-30 . 360(4) , Florida Administrative Code. 

I 

The utility s hould maintain a record of the revenues that are 
subject to refund. In addition , after t he increased rates are in 
etfect, th uti'ity should file reports with the Div ·sion of Water I 

nd w stewater no later than 20 days after each monthly billing. 
Thoso r ports shall indicate the amount of revenue collec ~d under 
the increased rates . 

BOOKS AND RECORPS 

The utility's books are not maintained i n con!ormity with the 
Unifora s ys t em of Accounts. Because of the condition of the books 
and records, we have made numet ous calculations and{or imputations 
that would have not been necessary otherwise . 

Par graph (1) of Rule 25-30 .115 , Florida Administrative Code, 
entitl d " Un iform System of Accounts for Wate r and Sewer 
Util itios" , states : 

1) Water and Sewer Utilities shall, effective 
January 1, 1986, maintain its (sic) accounts 
and records i n conformity with the 1984 NARUC 
Uniform System of Accounts adopted by the 
National Association of Re~ulatory 

Commissioners. 

Wo believe the utility ' s accountant has the expertise 
necessary to convert and maintain the utility ' s records in 
conformity with Rule 25-30.115 , Florida Admi nis trative Code . I 
Thor for , the utility is ordered to maintain its books and records 
in conformity with tho 1984 NARUC Uniform System of Accounts . 
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Bas ed on he foregoing, it 1s 

217 

ORDERED by the Florida Public Service Commiss i on that the 
application of The Woods, a division of Homosassa Utilities , Inc ., 
for an increase in its water and wastewater rates i n Sumter County 
is approved as oct forth in the body of this Order. It is iurther 

ORUERED that each of the findings made 1n the body of this 
Order is hereby approved in every respect. It is further 

ORDERED th t all matters contained in the schedules attached 
here to arc by reference incorporated herein. It i s further 

ORDERED that all of the provision of th i s Order, except for 
the granting ot temporary rates in the event of protest , are issued 
as proposed agency action and shall become final, unless an 
appropriate petition in the form provided by Rule 25-22. 029, 
Florida Administrat1ve Code, is received by the Director of the 
Division of Records and Reporting at h is office a 101 Eas t Gaines 
Stroot, Tallahassee, Florida 32399-0870, by the date s e t f o rth i n 
the Noti ce of Further Proceedings below. It is furthe r 

ORDERED th t The Woods, a division of Homosas sa Utilitie s, 
I nc ., is authorized to charge the new rates and c harge s a s s et 
forth in the body of this Order . It is further 

ORDERED h t the rates approved herein shall be effective f or 
meter readings taken on or a f ter thirty (JO) days after the stamped 
approval date on the revised tariff s heet s. It is further 

ORDERED that the miscellaneous service charges approved herein 
shall be effec tive for service rendered on or after the stamped 
approval date on the revised tariff s heets. It is further 

ORDERED h t prior to its implementation of the rates and 
c harges approved herein, The Woods, a division of Homosa s s a 
Utilities, Inc., s hall s ubmit and have approved a proposed notice 
to its customoro of the i ncreased rates a nd crarges and the reasons 
therotor. Th notice will be approved upon Staff's verification 
that it is cons istent with our dec i sion herein. It is further 

ORDERED that prior to its implementation of the rates and 
c harges approved herein, The Woods, a division of Homosassa 
Utilities, Inc ., s hall submit a nd have approved revised tariff 
s heets. The revised tariff sheets will be approved upon Staff ' s 
veri ication that the pages are consistent with our decision herein 
and that tho protest period has expired. It is further 
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ORDERED that i n the event of a protest by any s ubstantially 
affected person other than the utility, The Woods, a division of 
Homosassa Utilit1es , Inc . , is authorized to collect the rates 
approved herein on a temporary basis, s ubject to r efund ir. 
accorda nce with Rule 25- 30.360, Florida Administrative Code , 
provided that The Woods, a division of Homosassa Utilities, !nc., 
has submitted, and Staff has approved , revised tariff sheets, a 
proposed customer notice, and satisfactory security for any 
potentidl refund. The temporary rates are not propo~ed agency 
ction . It is further 

ORDERED that The Woods, a division of Homosassa Utilit i es, 
Inc., s ha ll maintain its books a nd records in conformity with the 
NARUC Uniform System of Accounts and Rule 25- 30 . 115, Florida 
Administrative Code. It is further 

ORDERED that The Woods, a division of Homosassa Utilities, 
Inc., shall post i ts toll-free telepho ne number at its plant sites . 
It 1s further 

ORDERED that this docket shall be closed upon the expiratio n 
of the pro test per1od if no timely protests are received. 

By ORDER of the Florida Public Service Commission, this 30th 

day of SEPTEMBER 1991 • 

D1rector 
ecords and Reporting 

(SEAL} 

NSD 

Commissioner Deason dissents in part as fol lows: 

I respectfully dissent only from t he Commission ' s decision to 

I 

I 

set ratebase for t h is company - for t he very first time - using an 
engineering estimate i n lieu of the purchase price established at I 
arn' s length. My position on acquisition adjustments is ...,ell 
known. However I do not think this is strictly an acquisition 
adjustme nt issue. This case involves the initial determination of 
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nee book value for purposes of determining ratebase. The ut1lity 
provided no books and records directly supporting valuation of 
utility assets . Although the staff e ngineers made an original cost 
s tudy, that estimate was not available to the parties at the time 
tho purchase price valuation was determined . It is my belief that 
this arm ' s length determination is superior to use o f the 
engineering estimate, absent evidence to the contrary. I believe 

he evidence in this docket supports use of the purchase price. 
For example, the capit~l structure had to be artificially inflated 
with an equity "plug " just to provide balance sheet matching to the 
asset-side adjustment required by the e ngineering estimate 
methodology . Also, because of the existence of CIAC at an 
uncertain level, I believe that the use of an objective purchase 
price eliminates the guesswork necessi tated by the more s ubjective 
method using estimated original cost less an estimated CIAC 
balance. 

Having said the above , I must s tate that I do not fault my 
follow Commissioners ' reliance on past Commission policy regarding 
tcquisition artjustmenc. However , as pointed out above I think th is 

c ase is different. That policy is, in part, incen t ive based . 
Because this is an initial valuation , because of the t i m1ng of the 
s taff original cost study, and because of the lack of e vide nce chat 
an incentive was needed in the acquisition, I do not believe the 
policy is directly applicable. I would further caution against any 
reading of my dissent as a criticism of engineering st~ff ' s 

original cost study. I find no fault with study conducted in this 
case , nor in the practice of conducting such studies . It is my 
belief that under the circumstances of this case that the evidence 
called for use of a different method of valuation. 

NOTICE Of fURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Secticn 
120.59(4), florida Statutes, to notify parties of any 
administrative hearing or judicial review of co. mission orders that 
is available under Sections 120. 57 or 120 . 68 , florida Statutes, as 
well as tho procedures and time limits that apply . Th is notice 
should not be construed t o mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

As identified in tho body of this order, our action granting 
rates and charges is preliminary i n nature and will not become 



r-;20 
ORDER NO. 25139 
DOCKET NO . 900966-WS 
PAGE 26 

e ffective o r final, except as provided by Rule 25- 22.029, Florida 
Administrative Code. Any pe rson 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 Rule 25-22.036(7) (a) 
and (f), Florida Administrative Code . This petition must be 
received by the Director, Division of Records and Reporting at his 
office at 101 East Gaines Street , Tallahassee, Florida 32399- 0870, 
by the close of business on 1 o 12 1 /9 1 In the 
absence of such a petition, this o rder shall become effective on 
the date subseque"lt to the above date as provided by Rule 25-
22 . 029(6) , Flor1da Admini s trative Code. 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned un less it 
sa tisfies the foregoing conditions and is renewed within the 
s pecified protest per i od. 

I 

If the relevant portion of this order becomes final and I 
eff ctive on the date described above, any party adversely affected 
may reques judicial review by the Florida Supreme Court in the 
case of an electric, gas or telephone utility or by the First 
Distric t Court of Appe 1 in the case of a wa ter o r s e wer utility by 
fili ng a not1ce of appeal with the Director, Di vi s ion o f Records 
and Reporting and filing a copy of the notice of appeal dnd the 
fili ng fee wi th the appropriate court . This filing mus t be 
completed within thirty (30) days of the effective date of this 
order, pursuant to Rule 9.110, Florida Rules of Appell~te 
Procedure . The notice of a ppeal must be in the form specified in 
Rule 9 . 900(a) , Florida Rules of Appellate Procedure. 

Any party adver sely affected by the Commission ' s final action 
in this matter may request : 1) reco nsideration of the decision by 
filing a motion for reconside ration with the Director, Division of 
Records and Reporting within fifteen (15) days of the i ssuance of 
this order in the form prescribed by Rule 25- 22 . 060, Florida 
Administrative Code; or 2) judicial review by the Florida Supreme 
court in the case of an electric , gas or telephone utility o r the 
First Dis trict 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 noti~e of appeal and 
the filing fee with the appropriate court. This filing must be 
completed within thirty (30) days after the issuance of this order, 
pursuant to Rule 9.110, Florida Rules of Appellate Procedure . The I 
notice of appeal must be in the form specified in Rule 9.900(a), 
Florida Rules of Appellate Procedure . 
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llomosuu Uuhues, Inc. ~ Woocb) 
Schedule of W1tcr R1to B.uc 
Test Year Ended 1213 1190 

Descripllon 

----------------------------------
UtJiicy Plant an Servacc 

Land 

Accumul1tcd Deprecaauon 

Contribuuoos- m- lid-of- Constru<:tioo 

Accumulltcd AmortJZ.ation of C .l.A.C. 

Pl1nt Held for Futuro Usc 

Worlon8 C.patll Allowance 

TOT L 

& IInce 
Per 

Annual 
Rtport 

-------
2 ,163 

500 

( 136) 

0 

0 

0 

0 

-------
2,527 ---

Bllancc 
Utility Per 

Adjust. Utility 

-------- ------
0 2. 163 

0 500 

0 ( 136) 

0 0 

0 0 

0 0 

0 0 

--------- ----------
0 2,527 

-., 
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Docket No. 900966- WS 
Schedule No. I 

A verage 

Commission Per 
Adjust. CommJSsioo 

---------- --------
90,507 92,670 

3,000 3,500 

(42,433) (42,569) 

(66,510) (66,5 10) 

21. 16 1 21, !61 

(5,027) (5 ,027) 

1,709 1,709 
--------- ---------

2,406 4,933 
~-----... ---.-:ta--..a• a..sa...-• .._a:.• •a-.::::aJ:CC:c 
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Homosaua Uhlilles, Joe. (The Woodl) 

Schedule o f Adjustments to Water lUte Buc 
T c:.st Y ~r Ended I 1.13 1190 

Ullhty Plant in Scm cc 

To re flect the '""erase belanco of plant in servico at 11.131190 •• per 

the on &inal cost atudy. 

To reflect tho a\<C:J11gc balance of transmi.uion ma1N installed during 

the tc:.s t year contributed by the Department of EnvtronJ'llCntal Regulation. 

Tot.l AdJUStment to Uulaty Plant in Servtce 

Land 

To reOect the valuo ol land aa per the oriainal C0$1 study. 

Accumulated Deproc:iation 

To reflect tho proper amoont of accumulated depreciation based on the 

original eost study and the plant eootribuu:.d by DER. 

ContnbuliC~~U-in-atd-of-ConatruciJon 

To reflect the a venae balance of contribut.c:d property and conncetjon 

fcca eolloctcd by the previow owner aod the imput.ttion of C .I.A. C . 

Accumulated Amorttz.auon of C . I.A.C . 

To re floei the avenge balance of C . I.A.C . amortization. 

Plant Held for Furun~ U~e 

To reflect lhc avcrasc balance of non- used and useful plant. 

WorklnJ Capital llowaoce 

To mc:ludc worlcing capital cqw.l to liS of 0 &. M. 

Ooelcc:t No. 900966-W S 

Schedule No. 1- A 

Adjustments 

70,732 

19,775 

90,507 

3 ,000 

(42 ,433) 

(66,510) 

2 1. 16 1 

-==---::c:=== 

{5,027) 

1,709 

I 

I 

I 
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I fomou.s.sa Utah tau, Inc (The Woods) 

Schedule o ( ~er R.Jtc Base 

T C$1 Y c:.t r Ended 12131190 

Descnpooo 

-- -----------------------
Uuhty Plant 10 Scrvtee 

Land 

Accumut.kd Oeprcc:tatJon 

Contnbuoons- m- atd-of- Cooscrucuon 

Accumulated Amorttuuoo of C.I.A.C. 

Pl1t1t lleld for Future U~e 

Wo runa C.ptt.al Allowance 

TOTAL 

Balance 

Per 

A MUll 

Report 

----------
2,000 

500 

(128) 

0 

0 

0 

0 

---------
2,372 

---

Utility 

AdjUJI. 

--------
0 

0 

0 

0 

0 

0 

0 

---------
0 

Docket No. 900966- WS 

Schedule No. 2 

Balance 

Per CommiSSIOD 

Utthty AdjUJI. 

---------- ----------
2,000 85,747 

500 7,000 

(128) (40,745) 

0 (59,692) 

0 )4,636 

0 (5,082) 

0 1,51·' 

---------- ----------
2,372 23,378 

Bal:anee 

Per 

Comrrusston 

----------
87,747 

7,500 

(40,873) 

(59,692) 

34,636 

(5,082) 

1,514 

----------
25,750 

-------- ---------- ------.- ----....-.----



r 
224 

ORDER NO. 25139 
DOCKET HO. 9009G6-\-1S 
PAC£ JO 

llo~•u.• UllhlleJ. Inc. (The WoodJ) 

S.:hcdule of Adjustments to Sewer Rille Base 

fes t Yur Ended 1213 1190 

Oc.c: npuon 

Uohty Pl11nt tn Servace 

To renoct tho IIVCt'IJO balance of plant an service Ill 1213 1190 .. per 

tho OOJLnll COI"I 1tudy . 

Land 

To reflect the v•luo o f land u per the ongu\111 C061 study. 

Accumul•~ Deprocuuoo 

To reflect the proper •mount of accumul•tcd deprecaaoon based on the 

OfiJinlf COI"I ltud)'. 

Cootnbo.JllonJ- ao-aad-o f- Construction 

To reflect the melusaon or COMCCIJOO fees collected by the previous 
owner and tho amputaooo of C. I.A.C. 

Accumula~ Amorttuuoo o f C.l A.C. 

To rcfloct the avet'lsc balanc:c of C.I.A.C. •morttz.1t1on. 

PIJiol Held for Futun~ Use 

To n~nocc lhc •ver•JC balance of non- UJCd and u.scful plant. 

To &neludo workm3 capital equal to J/8 of 0 & M. 

Docket No. 900966- WS 

Schedule No. 2-A 

AdJUSLmC'nt• 

85,747 ---
7,000 

----------

{40,745) __ .. .....__ __ 

(59,692} 

--... ~-z: 

34,636 ______ ., __ _ 

(5,082) 

1,514 ---------

I 

I 

I 
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Ho~ Utillda, Inc.. (The WoodJ) 

Schedule ol C.pital Suvcturc 
T Ul Y c&J Ended 121l 1190 

OacrtptJOII 

Commoft Equlry 
l..cwl& and Sbon-Tum Debt 
Cu•oCDCr ~iu 

Actvane. (rom Auoc.let.d Comp&lllu 

Othc:r 

Total 

-

8&luec Bal&nec Balance 
PCf Ullllry Per Com miniOn Per 

FillA& AdJUil U11hry AdjiUI. Commau.nn 

(21.~ 0 (21.940) 25,793 (3,147) 

0 0 
0 0 
0 . 0 
0 0 

(21.9'0) 0 {21,940) 25,79l (3, 147) 

•••••••• ·=-····· .•••••••.•....•..•.•••.• 

R•n~c of RcaOONOhknc" ll a~:h l.o"' 

Comm<'n Equtl) 12 22~ 10 ~2~ 

Overall Rare of Rdurn 12 22~ IO. 'l2'il 

Rccon. Rccoo. 
Adjllll . Balance 

33.130 30,633 

0 0 
0 0 
0 0 
0 0 

33.130 30.6U 

a••••• ....... 

Dod .. d No. 900966-WS 

Schedule No ) 

Cc.a 

Wd&ht IUrr 

---
100.00" II 22S 

ooos 12 OOl 
ooos I OOS 
o.oos ooos 
0 oos ooos 

---
100 oos ...... 

-
'080 > ::0 
Cl()C 
[ll"f'l 
u~:a 
,... % 

:zo 
0· 

\D~ 
o­ow 
\Du:> 
0\ 
0\ 
I 
~ 
en 

WcaJhtcd 

Co.t 

112a 
ooos 
ooos 
0 oos 
ooos 

---· 
11.21" 

••••a• 

N 
N 
c.n 
~ 
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Uomouua Uuhllea, lll(. (The Woods) 

Scbadulc of Water Ope,..taons 

Tat Year Ended 12131190 

Oc.cnpuon 

------ ---- ----------------
Ope,..una Rc\·couet 

Ope,..un and Maantcnanc:e 

DeprccaaiJon Expcnie 

Tuca Other Than lncomo 

Income Tuca 

TOtti Ope,..una Expcn:ld 

Net OpcntllnJ lnc::omo 

Rato Buo 

Ralo of Return 

Balaoco 
Per Com.miuioo 

Uoluy Adj ust. 

---------- ---------
6,973 0 

---------- ---------
17,065 (3,393) 

0 531 

60 6 18 

0 0 

------ ------
17,12.5 (2,244) 

----- ---------
(10, 152) 2,244 

- -
2,527 - -

-40 1.74~ -- --

Docket No. 900966- WS 

Schedule No. 4 

CommJSIIOO 
Balance AdJUII. 

Per Requtrcd 

Commauion Revenue 

-------- ----------
6,973 8,860 

---------- ---------
13,672 0 

531 0 

678 399 

0 0 

-------- ---------
14,881 39Q 

---------- ---------
(7,908) 8,46 1 

Rcqutred 
Revenue 

Per 
Commasston 

----------
15,833 

----------
13,672 

531 

1,077 

0 

---------
15,280 

---------
55-I ------ -------- -------- . 

4,933 4,933 

---- _..__ _____ 

1 60.30~ 11.22'\ ---- ------

I 

I 

I 
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llomouua Uultuu, Inc. (The Woods) 

Schedule of AdJU'tme.nll 10 Water Oporauons 

Tcs l Year Ended 12131190 

Operaung and Maanc.cnanec 

To rc:Occ:l tho I)CI cffocl or tho adJUSlmenU shown an tho body 

of lbc: actachcd Order 

Deprcc:aauon Expense 

To reOcc1 tho proper amowtl of deprccaauon expenses ba~ on a 2.S~ 

ckprccauon niC nee of C.I.A.C. amortauuon. 

Tu:u Ocher Than lnc<Jme 

To reOcct tho proper amount of regulatory asscurncnl feu@ 4.5~ . 

To reflect lhc anc:lusaon or propeny taxu not aneluded by the uuht) . 

Dockcl No. 900966- WS 

Schedule No. 4- A 

AdJus tments 

227 

(3,393) ------.-:. 

531 

--------= 

254 

364 

Toc.al adJUSimentto Taxes Otbct Than Income 618 

To reflect the ancrutc 10 operatJng ancornc 10 allow the utili ty 

lhc opporturul)' to urn a I 1.22~ overall rate of return. 

Taxa Other Than Income 

To reflccl tho ancru~e an regulatory aucs.srren1 fees related to lhc 

above ancrc:.ue an opcnllng rcveouc:a. 

----- ---....: 

8,860 ---------

399 
..-....-........ 
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llo1110Uua Uoliues, Inc. (The Woods) 

Schedule or Sewer Opcnuons 
Test Y car Ended l2JJ l/90 

Descnp(jon 

--------------------~-----
Open on Revenues 

Opcnltng and MatnleJ:WICC 

OeprcctaUon ExpclliO 

Ta ua Other Than loeomc 

Income Tuca 

T oul Open ting Expenses 

Net Opcntrng loeome 

Rlto Buo 

RILe or Return 

Balance 
Per Commission 

UtJiity AdJUSt. 

------ --------
6,038 0 

-------- ---------
15,056 (2,946) 

0 576 

49 842 

0 0 

---------- --------
15, 105 (1,528) 

--------- ---------
(9,067) 1,528 __..... ____ ---
2,372 ---

-382.26~ 

Docket No. 870539- WS 
Schedule No. 5 

Commtu ton 
Bal1nce Adjllit. 

Per Rcqutred 

Comm•nton Revenue 

---------- --------
6,038 10,920 

--------- --------
12,110 0 

576 0 

891 491 

0 0 

---------- ---------
13,577 4YI 

---------- ---------
(1.539) 10,429 

Requtred 
Revenue 

Per 
Commtuton 

----------
16,958 

----------
12,110 

576 

1,382 

0 

----------
14,069 

----------
2.889 

-..:----------- -==-~----- ------=-
25,750 25.750 

------~ ---=------
-29.28~ 11.22% --------- --=z:.·----a=. 

I 

I 

I 
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1-fomo.aua Uuli11c1, Inc:. (The Woods) 

Schedule o r AdjUSLmcnu to Sewer Operations 

Test Yur Ended 1213 1190 

Oescnptaon 

Operaung and MalllteiUincc 

To reflect the net efTcet of the adjU5Lrne.nll shown an the body 

o f the auachod Order. 

!Xprecaauoo Expcruc 

To reflect the proper amount o f deprcetauon expences based on a 2.5~ 

deprceauoo rate net o f C.I.A. C. amortazataon. 

Tue.s Ot.bcr Tlwl Income 

To re flect lM proper amount o r regulatory a~Se~Smenl r~ @ 4.5 ~ . 

T o reflect the anclusaoo o f property LIXCJ noc ancluded by the uulity. 

TOtll adJU11.ment to Taxes Other Than Income 

Operatang Revenues 

To reflect the inc:reuc an operaung ancomc to allow the uulity 

the opportunity to urn a 11.22~ overall rate of return. 

Tuc:a Other Than Income 

To reflect lhc incruac in re ulatory auc:u ment fees related to the 

above ancruse an operaung revenue.. 

Doc ket o . 900966- WS 

Schedule No. 5- A 

Adjustments 

(2.946) 

-:11------· 

576 
=~-~== 

223 

619 

842 

---~- --

10 .920 

---------

491 --------

~ 
229 
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