
BEFORE THE FLORIDA PUBLI C SERVICF. .COMMI SS ION 

In Re: Investigation of 
possibl e overearnings in Vo lus ia 
County by North Peninsula 
Utilities Corporation. 

DOCKET NO. 960984 -SU 
ORDER NO. PSC- 96 - 124 3 - FOF- SU 
ISSUED: October 7, 1996 

The fo ll owi ng Cornm! As i onc r.·s par·t .icipatcd in t he dispos ition o f 
t his mattet· : 

SUSAN F. CLARK, Chairman 
J. TERRY DEASON 

JOE GARCIA 
DIANE K. KIESLING 

OR{)ER INITIATING INVESTIGATI ON INTO RATES ANP CHARGES 
ANQ MAl< lNG REVENUES SUBJECT TO RI-;FIJNP 

BY THE COMMISSION : 

BACKGROUND 

Not·th Peninsula Utilities Cot·po ratio n (No r t h Peninsul~ o r 
utility) is a Class C wastewate r only utility pr·oviding wastewa t e r 
service to approximately 475 customers in Vo lusia Count y. Fo r the 
year ending December 31, 1995, the utili t y r epo rte d wastewate r 
operating revenues of $143, 189 and a net operating income o f 
$22,459. 

The utility's last rate case was finalized by Order No . 16184, 
issued June 4, 1986, in Doc ket No. 850121 -SU , when it was owned by 
Shore Ut)lity Corporation. By Orde r No . 2234 5 , iat:iuc d December 27, 
1989, in Docket No. 891016 -SU, t he Commissi o n approved the transfe r 
of Shore Utility Corporation to North Peninsula. Rate base was 
established during the transfer proceeding for book value o f the 
property being transferred and did not inc lude the no rmal 
ratemaking adjustments of working capital ca l cul at io ns and used and 
useful adjustments. Accordi ng to the utility' s 1995 annua l t·eport, 
c ustomers have i ncreased by 254 014.93\), utility plant has 
increased by $252,433 (43.86\), and annual r eve nue has increased by 
$120,664 (535.69\) since the transfe r of owne rship was approvr d. 

No r·th Pe ninsula receive d price index rate i nc r eases in 1991, 
1992, 1993 , 1994, and 1995. The utility also received pass- through 
rate increases in 1993, 1994, and 1995. 
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INITIATION Of OVEREARNINGS INVESTI GATI ON ANP 
PLACING REYENUES SIJB.JEC."I" TO REFIJNJ) 

Based o n a d e sk a udi t o f tt. hc 1 995 armua 1 r e po rt ! o r No r 1 lr 
Pe nins ula and the utili t y' r1 a pplicatio n f o r· a J 99li p r i ce i nde x .l n d 
pass - th rough rate inc r ease , we be gan an i nf. o rmal inve nti gat io n into 
pot ent ial o verearnings. The utilit y' s 1995 a nnua l r e po rt ind i cate d 
that its wastewater system was earning a n o ve r a ll rate o f retu r n cJ f 

17.26\ . Based o n an ana l ys is o f the uti lit y' s 1!19!:1 a nnua l repo t t, 
its c a pital s t ructure wo uld be 1 00 \ d Pb t a t a cost o f 1 1/2\ ov~t 

prime o r 9.75\ (cal c ul a t e d August 28 , 1996). Aas'-!d o n t he s •· 
r e sults and on No rth Pe n i nsula ' s a pp1 i cati o n t o r· <• I 996 pr i c~ i ndr·x 
and pas s - thro ugh rat e incr~asc , we find i t <.:tppr o pr-i a t e t o initi aL •· 
an investigatio n o f the poten t 'ial o vc r·c anlinqfJ o f the ut· i I i t y . 

Because No rth Pe ninsula's rate o f retu rn has no t been 
previously set by the Commissio n, we are us ing a n est imated o ve rall 
rate of return of 9.75\ f o r t.he u t i lity to estimate possib.l• · 
overearnings . The utility appears t o be in a ne gat i ve e quity 
position with only $295 ,000 of long te rm d e bt at 1 1/2 \ o ve r prime 
in its capital structure. The prime rat e a s of August 28, 1996 , i s 
8. 25\. Therefore, we estimate the u ti li t y' s o ve ra 11 rate o f r etur·n 
to be 9.75\ for interim purpos es. 

North Peninsula' s 1996 pr ice inde x and pass - t l:r o ugh r ato.: 
inc rease will become e ffec tive Sep tembe r 28 , 1996 , a nd wil l p r od uce 
an additional $2, 538 in r e venue . The r efo r e , 6 . 8 3\ o f 1995 annual 
revenues and 100\ of the price inde x a nd pass - t hro ugh r e ve nue s hall 
be held subject to refund, as f o ll ows: 

Ove rall Ac hi e ve d Retu r n 
Ove rall Re quire d Return 
Re duct ion Required 
Multiply by Rate Base 
Estimated annual r e venue s subject t o r e fund 

Estimated annual reve nues subjec t t o re fund 
1996 price index & pass- thro ugh r e ve nue 
Total revenues subject to refund 
Projec ted annual reve nue s 
Ope rating reve nue \ s ubject. t o r·e fund 

17 .26% 
9. 7 5 \ 
7. 5 1\ 

$130 .1 35 
$ 9 ,773 

$ 9 ,77 3 
$ 2 . 538 
$ 17.,311 
$14 5 , 727 

8 .4 !1\ 

Accor·dingly, No t· th Penins ul a s h..tll ho l d .uauu .tl w.:~::;tewater 

revenues of $12,311 subjec t to r e fund p e nding ou r f ina 1 
d e t e rmination. 

- -- - - --
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SECURITY 

Pursuant to Sectior1 367 . 082, Flor ida Statutes , whe n r eve nues 
are he ld subject to refund, the utility is aut ho rize rl to continuo 
collecting the previously authorize d rates . The amount o f 
potent ial overearnings in t he wastewate r- uystem .i o $ 1 2 , 311 on a n 
annua l basis. Assuming a six - month t ime frame fo r complet i o n o f 
the investigation, the potent ial r e fund amount is $6,1 56. 
Interest , calculated in accordance with Rule 2 5 30 . 360 , Flo ri d .• 
Admini st rative Code , i s $225 , m;ak i119 t h•· t o t.d ~f, , 10 1, wh i c h nh.d I 
be coLlected under guat·dnt t:!C , subj e c t Lo r·efund wi th i ute t·est. 

The security s hall be i n the form o f a bond or lette r· o f 
credit in t he amount of $6,381. Al ternative ly, the utility may 
establish an escrow agreement wi t h an inde pende nt financial 
institution . 

lf the utili t y c hooses a bond as s ecurity, t he bond ~>hall 

contain wording to the effect that i t will be terminated on ly unde r: 
the following conditions: 

1) The Commission approves t he rate i nc rease ; o t· 

2 ) If the Commiss i on de ni es the inc rease , t he utili t y shall 
refund the amount collected that is attributable t o the 
increase. 

If the ut ility c hooses a l etter of c r edi t as s ecurity, it 
shall contain the following condit i ons: 

1) The letter of c r edit is irre vocabl e for t he pe r· i od it i :J 

i n effect. 

2) The letter of credit wil l be in effec t until the fi nal 
Commission o rder is rende red, and the amoun t of r e f und, 
if any, is determined. 

If security is prov i ded through a n escrow agreeme nt, the 
utility shall escrow 8 . 4 5 \ of its mont hly r eve nues as detailed 
above, and the following conditi ons s hall be part of the e s c row 
agreement: 

1) No f unds in the escr ow account ma y be withdrawn by t he 
utility wi thout the e xpress approval o[ t he Commission. 

2) The escrow account s hal l be an interest be aring a ccount . 
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3) If a refund to the c ustomers is required, a l l inte rcot 
earned by t he escrow a ccount s ha l l be distributed t o t he 
customers . 

4) If a refund to t he custome t·s i s not requit·ed, t he 
i nterest earned by t he esc row account s hall re ve r·t t o the 
utili t y. 

5) All information on the escrow account shall be availabl e 
from the holder o f the escrow a ccount t o a Commission 
representative at all t i mes. 

6) The amount of r e venue s ubject to refund s hall be 
deposited in t he escr ow account with.i n seve n da ys o f 
receipt. 

7 ) This escrow a ccount is establis he d by the direction o f 
the Florida Public Service Commission fo r the purpose(s) 
set forth in its order requiring s uch account. Pursuant 
to Cosentino y . Elson, 263 So. 2d 253 (Fla. 3d DCA 1972), 
escrow accounts are not subject to garniohments . 

8) The Director of Records and Re porti ng must be a signatory 
to the escrow agreement. 

In no instance s hall t he maintenance a nd admin istrative costs 
associate d with any refund be borne by the c ustomers. These costs 
are the responsibility of, and s hall be borne by, the utility . 
Also, by no later than t he twentieth (20) day of each mont h, the 
utility shall file a report s howing t he amount o f re ve nues 
collected e a c h month and the amount o f re ve nues collecte d t o date 
relat ing to the amount subjec t t o r·e fund. Should a refund be 
required, the refund shall be wi t h interest and undertaken in 
accordance with Rule 25 -30.360 , Florida Administrative Code. 

This docket shall remain open pending our final de termination 
o f whether the utility is ove r earning . 

Based on the foregoing , it is 

ORDERf;o by t he Florida Publi c Service Commi s sion that an 
investigat i on of t he WiiS t ewate r· a·ateR and c:-ha r·ge s o f No r·• h 
Peninsula Utilities Corporation shall be i nitiated. I t i s [urthc r· 

ORDERED that North Pe ninsula Utilitie s Corporation s hall hold 
annual wastewater revenues of $6 ,381 as a guarantee o f a ny 
potential refund of wastewater re ve nues colle c t ed unde r inte rim 

- ..... - -------------~ 
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conditions by means o·f a s ure t y b o nd , l~"'ttc r o f c r·e d it , o r •·n• ·• • •'II 
:•g r·ccme nt . J t is (urthe r 

ORDERED that by no later than t he t we n tie th (20) day o f eo.~ ch 

month, North Peninsula Utili ties Corpo ra t i o n s h a ll file a r epca t 
showing the amount o f revenues collected e a c h mo nth a nd t he amo unt 
o f revenues collec ted to date r e l ating to the a mount s uhj •cL t" 
refund. It is furthe r 

ORDERED that should a refund be requ ired, t he r e fund s hall be 
with interest and undert a ken in a c cordance with Ru l e 2 5 - 30.]~0 . 

Florida Administrative Code. f t is fur·t he r 

ORDERED that no maintenance or admini s trative. costs assoc .iat t:!d 
with any refund shall be borne by t he c ustomers. I t i ::; fu r·t he r 

ORDERED that: th i u docket s h •. d I n .!lll•l i 11 o p•·n . 

By ORDER of the Florida Public Service Commiss i o n , t hi s 7 t h 
day o t October , ~. 

(S EAL) 

RGC 

PLANCA S. BAY6, Director 
Divis ion of Records and Re po r·t i nc1 

• .__ 
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NOTICE OF FURTHER PROCEEDINGS OR JUQICI AJ~ REVIEW 

The F'l o dd" Publi c Si!rvi c(~ r o rnrni 11:1i n u i11 ro •qui lf •rl hy :-; .. r· l it m 
J :.W.!.olJ (4), 1-' l u rida Statute s , l o raol ity part i e s o f a ny 
adminis trative hearing or judic ial r evi ew of Comm i ssion orders t ha t 
i s available under Sec tions 120. 57 or 120.68, Flo r i da Stat utes, as 
well as the procedures and time limits t ha t apply . This notice 
should not be construed t o mean all requests for a n adm i nist r a tive 
hearing or j udicial review will be grante d o r r esult in t he r e lie f 
s ought. 

Any party adversely affected by t he Commi ssion' s fi na l act .i o n 
i n thi s matte r may request: 1) r econs ide t·a tion of the dec is i on by 
f iling a mot i o n f o r reconside ration with l he Director , Division o f 
Records and Reporting, 2540 Shumard Oak Bouleva rd, Tallahassee , 
Flo rida 32399 - 0850, within fifteen (1 5) days of the issuance o f 
this order in the form prescribed by Rule 25 -22 . 060, Florida 
Admi nist rati ve Code ; or 2) judic i a l re vi e w by t he Flo rida Supre me 
Court in t he case of an electri c, gas o r telephone uti l i ty o r t he 
First Distric t Court o f Appeal in t he c a s e of a wate r a nd/or 
wastewa t er util i t y by f iling a notice of appeal with the Di r ector, 
Division of Records and Reporting and fil i ng a copy o f the notic e 
of appeal and the filing fee with the appropriate court. This 
filing must be completed within thirty (30) days after the i s s ua nce 
o f this order, pursuant to Rule 9.110 , Florida Rules o f Appe llate 
Procedure. The notice of appeal must be in the form s pecifie d in 
Rule 9.900 (a), Florida Rules of Appellate Procedure. 
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