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DIANE K. KIESLING 

ORDER GRANTING TEMPORARY RATES IN THE EVENT OF A PROTEST 
AND 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING INCREASED WATER RATES 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Service 

Commission that the action d iscussed herein , except for the 

granting of temporary rates, subject to refund, in the event of a 

protest, is preliminary in nature and will become final unless a 

person whose interests are substantially affected files a petition 

for a formal proceeding, pursuant to Rule 25-22.029, Florida 

Administrative Code. 

BACKGROUND 

Virginia City Util i ties, Inc. (VCUI or utility) is a class C 

water utility located in Pasco County. VCUI resells water services 

to 299 residential and 12 general service c ustomers in an area 

known as Virginia City . VCUI began operation in 1970. On July 26, 

1973, The Virginia City, Inc. was granted a water certificate. By 

Order No. PSC-94-0084 -FOF- WU, issued January 24, 1994, the 

Commission approved the transfer of the certificate to VCUI. The 

current utility owner has taken advantage of two price indexes and 

pass-throughs. 

On July 17, 1996, VCUI applied f or a staff assisted rate case 

pursuant to Section 367.0814, Florida Statues. An audit report and 

an engineering investigation have been completed to determine the 

appropriate components necessary for setting rates. Due to the 

utility's lack of records beyond 1993, our engineer performed an 
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Original Cost Study. A historical test year ended Decembe r 31, 
1995 was selected for this staff assisted rate case . A customer 
meeting was held on October 23, 1996. 

QUALITY OF SERVICE 

VCUI, a consecutive public water system, purchases water 
service from the Pasco County Utility Department . Accordingly, 
there is no water treatment plant to evaluate. At the time of the 
engineering investigation, the water distribution system appeared 
to be operating properly . However, the distribution system is over 
23 years old and some of the components are in need of replacement. 
Presently, the utility is in the process of initiating a gate valve 
replacement program. The average service life of a gate valve is 
twenty years. Accordingly, VCUI shall implement a valve change out 
program to replace all of the gate valves at the rate of five 
valves per year over a period of five years. In addition, the 
meters in this system are old and in need of replacement. One 
hundred meters shall be installed within six months from the 
effective date of this order . The remaining meters shall be 
replaced through a meter change out program to be amortized over 
seventeen years. The cost of replacing the valves and meters has 
been allowed herein. 

A customer meeting was held on October 23, 1996 in New Port 
Richey, Florida . The two customers that at tended the customer 
meeting expressed no concerns about the quality of service provided 
by VCUI. A review of the Department of Environmental Protection's 
records indicates that the water distribution system is in 
compliance wi th the appropriate environmental regulation. No 
complaints regarding VCUI have been received by our Division of 
Consumer Affairs. 

In consideration of the above, we find that the quality of 
service provided by VCUI is satisfactory . 

RATE BASE 

Our calculation of the appropriate rate base for the purpose 
of this proceeding is depicted on Schedule No . 1, and our 
adjustments are itemized on Schepule No. 1-A . 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 . 



ORDER NO. PSC-97-0037-FOF-WU 
DOCKET NO. 960625-WU 
PAGE 3 

Used and Useful 

VCUI's service area is 97 percent built out . The only area 

available for expansion has been sold , bu t not developed. 

Presently, the utility's records indicate that the system is 

operating properly at capacity. Accordingl y, we find that the 

water distribution system is 100 percent used and useful. 

Test Year Rate Base 

VCUI does not have u t ility records beyond 1993 when the 

utility received a transfer of certificate. Consequently, an 

original cost study was performed b y the engineer. The appropriate 

components of rate base are plant, accumulated depreciation , 

contributions in aid of construction (CIAC) , amortization of CIAC 

and working capital allowance. We have used the amcunts set forth 

in the original c ost study as a base f or the rate base components . 

Further adjustments are necessary t o reflect test year changes. A 

discussion of each adjusted c omponent follows. 

Plant in Service 

The utility recorded a plant in service ba l ance of $ 36 , 311 . 

Utility plant in service has been increased by $23,169 to reflect 

the correct balance as established by the original c ost study as 

well as plant additions and retirements since the transfer of t he 

utility in 1993 . The utility is implementing a meter ~hange out 

program, but some of the meters have exceeded their useful life and 

accurate meter readings cannot b e guaranteed. Consequent l y, in an 

earlier portion of this Order, we required VCUI to replace 100 of 

the meters. We have made adjustments of $4,500 to r eflect the 

installation of meters on a pro forma basis and $3,500 to r eflect 

the retirement of the old meters. We have also reduced plan t by 

$1,805 to reflect an average plant balance. Accordingly, we find 

that the appropriate utility plant in service amo unt is $58,675 . 

The utility recorded test year CIAC of $1, 74 7. We have 

increased the CIAC account by $8,363 to reconcil e the u t ility's 

recorded amounts with Order No. 9467. An increase of $5,150 was 

made to reflect additions to CIAC since the order. We have also 

reduced CIAC by $180 to reflect average CIAC . We find that the 

appropriate CIAC balance is $15,080. 



ORDER NO. PSC-97 -0037-FOF-WU 
DOCKET NO. 960625-WU 
PAGE 4 

Accumulated Depreciation 

The utility recorded $28,493 i n accumul a ted dep~eciation . We 
have calculated accumulated depreciation using the prescribed r ates 
in Rule 25-30.140, Florida Administrative Code . We increased 
accumulated deprec iatio n by $6,847 to reflect additions and 
retirements to plant from 1970 through 19 95 and pro f orma meters. 
Also, to reflect an average balance, an incre asing adjustment of 
$693 was made. Accordingly, the appropriate accumulated 
depreciation balance is $36,033. 

Accumulated Amortizatio n of CIAC 

The utility recorded amortization of CIAC at $117. Order No. 
9467 established amortization of CIAC at $612, therefore we added 
$495 to the utility's balance . In order to reflect current 
accumulated amortization of CIAC, we increased this acl...'ount by 
$5, 290 to reflect amortizat ion amassed since Order No. 94 67. In 
keeping with the practice of reflecting an average balance, a 
decreasing adjustment of $264 was made. After making the 
adjustments, we find that the appropriate a ccumulated amortization 
of CIAC balance is $5,638 . 

Working Capital Allowance 

Consistent with Rule 25-30.443, Florida Administr~tive Code , 
the one - eighth of operation and main tenance expense formula 
approac h is used to calculate the working cap ital allowance. After 
applying that formula, we find that the appropriate working capital 
allowance is $10,646. 

Rate Base Summary 

Based on the foregoing, we find that the appropriate r ate base 
balance is $23,846. 

COST OF CAPITAL 

Our calculation of the appropriate cost of capital, i ncluding 
our adjustments, is depicted on Schedule No. 2. Tho se adjustments 
which are self-explanatory or whi ch are essentially mechanical in 
nature are reflected on that schedule without further d iscussion in 
the body of this Order. The major adjustme nts are d iscussed below. 

The utility's capital structure consists of long term debts 
from Barnett Bank for $39, 000 with an interest r ate of 12.50 
percent, from F. Potter for $12,775 with an interest rate 6 
percent, customer deposits of $3,040 with an interest rate of 6 
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percent, and common equity of $4,665. Using the leverage formula 
approved by Order No. PSC-95-0982-FOF-WS 1 issued August 10 1 1995 1 
we find that the rate of return on common equity is 11.88 percent 
with a range of 10.88 percent to 12.88 percent. 

Applying the weighted average method to the total capital 
structure yields an overall rate of return of 10 . 72 percent with a 
range of 10.64 percent to 10.80 percent. We have made pro forma 
rata adjustments to reconcile the capital structure downward to 
match the approved rate base. 

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 sel f-explanatory or wh i ch 
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 . 

Test Year Operating Revenues 

The utility recorded revenues of $78 I 44 9 during the test 
period . We completed a billing analysis and revenue check using 
the utility's most recent rates in effect . We have increased this 
amount by $265 to reflect annualized revenues and reven 1es from 
miscellaneous service charges. Accordingly, VCUI 1 s test year 
operating revenues are $78,714. 

Test Year Operating Loss 

The test year operating revenue for VCUI is $781714. 
Corresponding test year operating expenses are $92, 104 . This 
results in test year operating loss of $131390. 

Test Year Operating Expenses 

The utility recorded operating expenses of $98 I 042. The 
components of these expenses include operation and maintenance 
(O&M) expenses, depreciation expense and taxes other than income. 

The utility's test year operating expenses have been traced to 
invoices. Adjustments have been made to reflect allowance for 
plant operations. Accordingly, the appropriate amount of operating 
expenses is $92,104. 
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O&M Expenses 

The utility charged $85,570 in O&M e xpenses during the test 
year. A summary of the adjustments that were made to the ut i lity' s 
recorded expense s follows: 

Salaries and Wages 

The utility recorded wages of $21, 200 f or two employees: a 
full-time office manager and a part-time office manager . An 

adjustment was made to reduce the hours of the full time office 
manager from 40 to 20 hours per week at $10 .15 per hour for a total 
reduction of $9,444. We also made an adjustment to this account to 
reflect a maintenance person working 5 hours per week at $10.42 per 
hour for a total increase of $2,710. Accordingly, we find it 
appropriate to allow t otal salaries and wages of $14,456 . 

Employee Pensions and Benefits 

The utility recorded $3, 360 in employee pensions and benefits . 
We decreased the account by $1,28 0 to r e f lect the ordered decrease 
in salary for the office manager . Accordingly, the total amount of 
employee pensions and bene fits are $2,080. 

Purchased Water 

The utility recorded test year purchased. water of $4 9 , 141. 
During the test year, the utility paid a bulk water rate of $2.31 
to Pasco County. On October 1, 1996 , Pasco county reduced its bulk 
water rate to $2 . 15; consequently, we decreased the purchased water 
account by $3,404 t o r e flect annualized purchased water at the n e w 
rate . Accordingly , purchased water expense is $45 , 737. 

Materials and Supplies 

The utility recorded a test year materials and supplies 
expense of $1,513. We have increased this amount by $308 to 

reflect the annual cost of p o stage and an allowance o f $250 for 
miscellaneous materials and supplies . Accordingly, the materials 
and supplies expense account totals $1, 821. 

Contractual Services 

The utility recorded contractual servic es of $ 7 ,4 08 . We have 
made several adjustments t o reflect a $350 a llo wance to s et up a 
pension plan amortized over four years for a reduction of $262; a 
$30 per month testing allowance for a total adj ustment of $360; a 
gate valve change out program of $12,184 amortized ov er five years 
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for an adjustment of $2,438; and a meter change out program of 
$15,493 amortized over the life of meters, 17 years for an 
adjustment of $911. We have also made an adjustment to reflect 
annualized c ontractual services for an increase of $592 and 
reclassification of $1,848 to plant from contractual service. 
Accordingly, the contractual service expense account totals $9,599. 

Insurance Expense 

The utility recorded an insurance expense balance o f $953. We 
decreased the utility's balance by $146 to reflect annualized 
insurance expense. Accordingly, the insurance expense is $807. 

Regulatory Commission Expense 

The utility did not record anything for regulatory commission 
expense. We made an adjustment of $490 to reflect regulatory 
c ommission expense of $1,959 amortized over four years. 

Miscellaneous Expense 

The utility recorded miscellaneous expenses of $ 968. We have 
made adjustments to reclassify license fees of $219 from taxes 
other than income, to reflect annualized phone and bank charges f or 
an increase of $165, and to include a monthly allowance of $4 CJ for 
miscellaneous repairs and expenses for an increase of $4, 800. 
Accordingly, miscellaneous expense totals $6,152. 

O&M Summary 

We have made O&M adjustments of $3,401 . Af ter making the 
appropriate adjustments , we find that the O&M expenses total 
$85,169 . 

Depreciation Expense 

The utility recorded $3,501 for depreciation expense during 
the test year. We have calculated test year depreciation e xpense 
using Rule 25-30 . 140, Florida Administrative Code. We have 
decreased the utility's balance by $1,150 to reflect the correct 
depreciation expense on test year plant . We also made a netting 
adjustment of $579 to reflect amortization of CIAC. Accordingly , 
depreciation expense totals $1,772. 

Taxes Other Than Income Taxes 

The utility recorded test year taxes other than income taxes 
of $5,971. We decreased t his amount by $808 to reflect the 
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decrease in payroll taxes asso c i a t ed with the office manager . 

Therefore, the appropriate test year taxes other than i n come taxes 
amount is $5,163 . 

Increase in Operat i ng Revenues and Expenses Summary 

The application of our approve d adjustments to t he utility ' s 

recorded operating expenses results in approv e d ope r a t ing expenses 

of $92,104. 

REVENUE REQUIREMENT 

Revenue has been inc rease d by $16 , 698 to reflect the inc rease 

in revenue required to allow t he u ti l ity to recover its e xpe nses 

and earn the authorized return on its investme nt. Fo r the p urpose 

of setting rates, the utility' s annual i zed r eve nues are $75,739 . 

Taxes other than income has been inc r e ased b y $751 t o reflect the 

regulatory assessment fee at 4.5 p ercen t on t he r equired r eve nue 

increase . 

Based on our revi ew o f the utility ' s books and r ecords and the 

adjustments made herein, we find that the a ppropriate annual 

revenue requirement is $95,412 . Accordingly, the u t ility has been 

allowed an annual increase in r evenue of $16 ,698 or 21 . 21 percent. 

This will allow the utility the opportunity to recove r its e xpenses 

and e arn a 10.72 percent return on i t s investment . Th e approved 

revenue requirement includes $ 2 ,975 i n r e venues from miscellaneo us 

service charges. Although misc ellaneous s ervice char ges a re not 

included in the calculation o f rat es, it i s i nclude d in the 

utility's r e venue requirement t o allow the utility t he opportunity 

to recover the cost o f relate d operat ing expenses and regulato ry 

assessment fees incurred . The reve nue r e q uirement a nd resulting 

annual increase a r e shown on Sc hedules No . 3 . 

RATES AND RATE STRUCTURE 

The utility's current rates are based upon t h e base f a cility 

and gallonage charge rate structure, whi ch i s the Commission ' s 

preferred rate structure. This rate structure i s d esigne d to 

provide for the ' equitable sharing by the ratepa ye rs of both t he 

fixed and variable cost for providing s e rvice . The base facility 

charge is based on the concept o f r eadiness t o serv e a l l customers 

connected to the system whereas the gal lonag e charge covers the 

variable costs. This ensures that ratepa ye rs pa y t heir share of 

the variable costs of providing service (through the consumption or 

gallonage charge ) and a l s o pay their share of the fi xed costs of 

providing service (through the b a s e fac i l i ty charge ) . We f i nd it 

appropriate that the ut i lity r e tain its e xist ing rate structure . 
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During the test year, the utility provided water service to 
approximately 299 residential and 13 general service customers. 
The utility ' s initial rates were approved by Order No. 9467, issued 
July 29, 1980, in Docket No. 790990-W. We have calculated rates 
based on test year revenues, expenses, annual number of bills a nd 
gallonage consumption. The metered rates have been calculated to 
genera te the approved revenue requirement. The utility's current 
rates and the Commission-approved rates are se t forth below. 

RESIDENTIAL AND GENERAL SERVICE MONTHLY RATES 

Base Facility Charge 
Meter Size Current Rates 

Commission 
Approved 

Rates 

5/8" X 3/4" 
3/4" 
1" 
1 1 / 2" 
2" 

Gallonage Charge 
(Per 1,000 gallons) 

$ 3.99 
5.99 
9 . 98 

19.95 
31.92 

$ 3.07 

The average water usage for 
reside ntial customer is approximately 
schedule of an average bill for a 5/8 
existing rat~s and the approved rates 

Average bill using approved rates 
Average bill using existing rates 
I ncrease in Bill 

$ 7.07 
10 . 60 
17.67 
35.35 
56.55 

3 . 28 

an individually metered 
5,000 gallons per month. A 
inch x 3/4 inch meter using 
is set forth below: 

$23.47 
$19.34 
$ 4.13 

Percentage increase in bill ($4.13 / $19.34 ) 21 . 35% 

The approved rates are designed to produce reve nue o f $ 92 ,437 , 
excluding miscellaneous service charges. The rates shall be 
effective for service rendered on or after the stamped a pproval 
date on the tariff sheets pursuant to Rule 25 -30 . 475(1), Florida 
Administrative Code, provided the customers have received notice . 
In no event s hall the rates be effective for service rendered prior 
to the stamped approval date . The tariff sheets shall b e approved 
upon staff's verification that the tariffs are consistent with the 
Commission's decision , that the customer notice is adequate , and 
that any required security has been provided. The utility shall 
provide proof of the date notice was g i ven within 10 days after the 
date of the notice. 

---
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If the effective date of the new rates falls within a regular 
billing cycle, the initial bills at the new rate may be prorated. 
The old charge shall be prorated based on t h e number of days in the 
billing cycle before the effective date of the new rates . The new 
charge may be prorated based on the number of days in the billing 
cycle on o r after the effective date of the new rates. 

STATUTORY RATE REDUCTION AND RECOVERY PERIOD 

Section 367 . 0816 , Florida Statutes, requires that rate case 
expense be apportioned for recovery over a period of four years. 
The statute further requires that the rates of the utility be 
reduced immediately after the four year period by the amount of 
rate case expense previously included in the rates. For VCUI, 
revenues shall be reduced by a total of $513 . 00 annually to reflect 
the removal of rate case expense grossed-up for regulatory 
asse ssment fees which is being amortized over a four year period. 
The effect of the revenue reduction results in rate decreases as 
shown on Schedule No. 4. The decrease in the rates shall become 
effective immediately following the expiration of the four year 
rate case expense recovery period, pursuant to Section 367 . 0816, 
Florida Statutes. The uti lity shall file revised tariff sheets and 
a proposed customer notice setting forth the lower rates and the 
reason for the r e duction no later than one month prio r to the 
actual date of the required rate reduction . 

If the utility files this reduction in conjunction with a 
price index or pass-through rate adjustment , separate data shall be 
filed for the price index and/or pass-through increase or decrease 
and the reduct ion in the rates due to the amortized rate case 
expense. 

TEMPORARY RATES IN THE EVENT OF PROTEST 

This Order proposes an increase in water rates. A timely 
protest might delay what may be a justified rate increase resulting 
in an unrecoverable loss of revenue to the utility. Therefore, in 
the event of a timely prot est filed by a party other than the 
utility, we hereby authorize the utility to collect the rates 
approved herein on a tempo r a ry basis subject to refund , prov ided 
that VCUI first furnishes and has approved a proposed customer 
notice and adequate security for a potential refund through a bond , 
letter of credit in the amount of $11,531, or an escrow account . 

If the utility chooses a bond as security, the bond shall 
contain wording to the effect that it will be terminated only under 
the following conditions: 
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1) The Commission approves the r ate i ncrease; or 

2) If the Commission denies the increase, the utility shall 
refund the amount collected that is attributable t o the 
increase. 

If the utility chooses a letter of credit as security, it 
shall contain the following conditions: 

1) The letter of credit is irrevocable for the period it is 
in effect . 

2) The letter of credit will be in effect until a final 
Commission order is rendered, eithe r approving or denying 
the rate increase. 

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

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

2) The escrow account shall be an interest bearing account. 

3) If a refund to the customers is required, all interest 
earned by the escrow account shall be distrib .ted to the 
customers . 

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

5) All information on the escrow account shall be available 
from the holder of the escrow account to a Commission 
representative at all times. 

6) The amount of revenue subject to refund shall be 
deposited in the escrow account wi thin s even 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 a ccount. Pursuant 
to Cosentino v. Elson, 263 So.2d 253 (Fla. 3d DCA 1 972), 
escrow accounts are not subject to garnishments. 

8) The Director of Records and Reporting must be a signatory 
to the escrow agreement. 
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In no instance shall the mai n ten a nce and administrative costs 
associated with the refund be borne by the c u s tomer s . These costs 
are the responsibility of, and shal l be borne by , the utility. 
Irrespective of the form of security c hosen by the utility, an 

account of all monies receiv e d a s result of the rate increase 
should be maintained by the u tility . This account must specify by 
whom and on whose b e half such monie s we r e p aid. If a re f un d is 
ultimately required, it shall be paid with interes t calculated 
pursuant to Rule 25 - 3 0 .360(4 ) , Florida Administrative Code . 

The utility shal l main tain a record of t he amount of the bond, 
and the amount of rev e nues that a re subject to refund . In 
additio n, after t he i ncr e ase d rates are in effect, the utility 
shall fi le r e po r ts wi th t he Division of Water and Water no later 
than 2 0 days aft er e ach monthly billing. These reports shall 
indicate the amo unt o f rev enue col l ect e d under the increased rates. 

Upon expiratio n o f the p r otes t period, if a timely protest is 
no t received from a subst antial l y affected person, this docket 
shall remain open for an addi t i onal s i x months from the effective 
date of the Orde r to allow the utility sufficient time to complete 
pro forma p l ant a nd s o t hat staff may verify the pro forma plant 
addi t i o ns appro v e d herein. After t he uti l ity has complied with 
this Order in al l respect s a nd has s ubmitted approved revised 
tariff shee ts reflecting t h e approved rates, this doc<et shall be 
closed administratively . 

Based on the f o regoing, it i s, therefore, 

ORDERED by the Florida Public Service Commission that Virginia 
City Utilities, I n c . 's applic a t i on f o r incr eased water rates is 
hereby approved as set f o rth he r ein i n t he body of this Order . It 
is further 

ORDERED that each of the findings ma d e i n the body o f t his 
Order is hereby approved in every respect . I t is f u r ther 

ORDERED that all mat ters c o n t aine d in t h e schedules attached 
hereto are incorporated herein by reference . It i s f urther 

ORDERED that the provis ions of thi s Order, issued as proposed 
agency action, shall become fina l a nd effective unless an 
appropriate petition, in the f o r m p rov ided by Rule 25-22 . 036, 
Florida Administrative Code, is receive d by t he Direct or , Division 
of Records and Reporting, 254 0 Shumard Oak Boulevard , Tallahassee , 
Florida 32399 -0850, by the close of b usiness on the date set forth 
in the "Notice of Further Proceed ings or Judicial Review" attached 
hereto. It is fur ther 
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ORDERED that Virginia City Utilities , Inc. shall implement a 
valve change out program to replace al l of the gate valves at the 
rate of five valves each y ear over a period of five y ears. I t is 
further 

ORDERED that one hundred meters shal l be installed within six 
months from the effective date of this order. The r emaining meters 
shall be replaced through a meter change out program to be 
amortized over seventeen years. I t is further 

ORDERED that Virginia City Utilities , I nc. is authorized t o 
charge the new rates as set forth in the body of this Order . It is 
further 

ORDERED that Virginia City Utilit ies, Inc.'s rates shall be 
effective for service rendered on or af ter the stamped approval 
date on the tariff sheet pursuant to Rule 25-30 .475 (1) , Florida 
Administrative Code, provided that the customers have rece i ved 
notice . It is further 

ORDERED that Virginia City Ut ili t ies, Inc. shall provide proof 

that the customer s have received not i ce within ten days of the date 
of the notice. It is further 

ORDERED that, prior to its implementation of the rates and 
charges approved herein, Virginia City Utilities , Inc . shall submit 
and have approved a proposed customer no tice to its customers of 
the increased rates and reaso ns therefo r. The notic e will be 
approved upon our staff's verification that it is consistent with 
our decision herein. It is further 

ORDERED that prior to its implementation of the rates approved 
herein , Virginia City Utilities, Inc., shal l submit and have 
approved a bond or letter of credit in the amount of $11,531 or an 
escrow agreement as a guarantee of any potential refund of revenues 
collected on a temporary basis. It is f urther 

ORDERED t hat in the event of a protest by any substantially 
affected person other than the utility, Virginia City Utilities , 
Inc., is authorized to collect the rates approved herein on a 
temporary basis, subject to refund, in acco rdance with Rule 25-30-
360, Florida Administrative Code, provided that Virginia City 
Utilities, Inc . has furnished satisfacto ry security for any 
potential refund and provided that it has submitted and staff has 
approved revi sed tariff pages and a p roposed customer notice. It 
is further 
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ORDERED that, prior to its implementation of the rates and 
charges approved herein, Virginia City Utilities, Inc. 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 decision herein, that the protest period has 
expired, and that the customer notice is adequate. It is further 

ORDERED that the rates shall be reduced at the end of the 
four-year rate case expense amortization period, consistent with 
our decision herein. The utility shall file revised tariff sheets 
no later than one month prior to the actual date of the reduction 
and shall file a customer notice. It is further 

ORDERED that, upon expiration of the protest period, if no 
timely protest is received, this docket shall remain open for an 
additional six months from the effective date of the Order to allow 
Virginia City Utilities, Inc. sufficient time to complete pro forma 
plant additions and to allow Staff s ufficient time to verify that 
the plant additions have been made. It is further 

ORDERED that upon staff verification that the pro forma plant 
has been completed, and after Virginia City Utilities, Inc. has 
submitted and has had approved revised tariff sheets reflecting the 
new rates, this docket shall be closed administratively . 

By ORDER of the Florida Public Service Commission, this 8th 
day of January, 1997 . 

BLANCA S. BAY6, Director 
Division of Records and Reporting 

(SEAL) 

LAJ 
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NOTICE OF FURTHER 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 available 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 administrat ive 
hearing or judicial revie w will be granted or result in the relief 
sought. 

As identified in the body of this order, our action discussed 
herein regarding our granting of increased water rates is 
prelimi nary 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 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 2540 Shumard Oak 
Boulevard, Tal lahassee, Florida 32399-0850, by the close of 
business on January 29, 1997. In the absence of such a petition, 
this order shall become effective on the date subsequent to the 
above date as provided by Rule 25-22.029(6), Florida Administrativ e 
Code. 

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

If the relevant portion of this order becomes final and 
effective on the date described above, any party adversely affected 
may request judicial review by the Florida Supreme Court in the 
case of an electric, gas or telephone utility or by the First 
District Court of Appeal in the case of a water or wastewater 
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 thirty (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. 

Any party adversely affected by the Commission's final action 
in this matter may request: (1) reconsideration of the decision b y 
filing a motion for reconsideration wi th the Director, Division o f 
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Records and Reporting within fi f teen (15) days of the issuance 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 o r telephone utility or t he 
First District Court of Appeal in the case of a wa ter or wastewater 
utility by filing a notice of appeal with t he Director, Division of 
Records and Reporting and filing a copy o f the notice of appeal and 
the filing fee with the appropriate cour t . Th i s f iling must be 
completed within thirty (3 0 ) days aft er t he i s suance of this order , 
pursuant to Rule 9.110, Florida Rules o f Appellate Procedure . The 
notice of appeal must be in the f orm specif ied in Rule 9 . 90 0(a ) , 
Florida Rules of Appellate Procedur e . 
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VIRGINIA CITY UTILITIES, INC 

TEST YEAB ENDING DECEMBER U , 1886 

SCHEDULE NO. - 1 

DOCKET NO. 860626-WU 

SCHEDULE OF WATER RATE BASE 

BALANCS PO COIIDOBSION 

V'l'ILI'JT A.DJUST.MBNTS 

1. 1J'I'ILITY PLANT IN SERVlCE 86.811 ' 22.864 

I. LANDINON·DEPRECIABLE ASSETS 0 0 

I . ACCUMl1l.ATED DEPRBCIATJON (28.493) (7,640) 

• · ClAC 
(l,7f7) (18,333) 

1. ACC'IJW1JLATED ANOilTJZATION OF CIAC 117 &,&21 

6. WORXINGCAPJTALALLOWANCE 0 10.646 

WATE& UTE BASE 
1,118 ' 17,1118 

BALANCE 

PER COHKISSJON 

&8,67& 

0 

(86,033) 

(1&,080) 

&,638 

10,646 
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VlBGINJA CITY UTILITIBS, INC 
TEST 11tAil ENDING DBCBKBD 11, ltN 

AD.IUSTKENTS TO JlATE BASE 

•. ;tf.,"'· . ' .. ... 
•• r, ~ • .• : •, I • ! . . . ::~1:~: · .· •IIXPLANA'IION 

A. 1J'I'ILITY PI..AHT Ill SlUICE 
L TD reooDCiJe ut:iliiJ balaDae t.o Order No. 8467 

l. TD rea.et plut adclitiou ud retinmeDta !rom 1993 throqh 11196 

a. J«!•eeifiratioJI !rom 0 6 M .......... 
I . ProlmDa retinmam or mat.re 

8. AftftliDiaclju.tmaDt 

B. ACCUM'ULA.TRD DEI!BECIA.TIQN 
1. A.ciju8tmeDt t.o reooDCile utility ba1aDce 
l . TD ra1lact awraciuc acljuatmeDt oD Accum. Dep. 

c . .c1At 
1. To reooDCila utilitT• ba1aDce t.o Order No. 9467 

2. TD rea.ct addiaoDa t.o CIAC aiDoe 1880 
8. To rea.ct awrap acljuatmaDt 011 CIAC 

D. A-um, An-rtlaaliaD at. CIAC 
1. TD reooDCiJa utility'• balaDae t.o Ont.r No. e.67 

. l. To rea.et aclclitioDI t.o amorti&atio11 o!CIAC aiDoe 1980 

a. To rea.et a..,.,. acljuatmaDt 011 amortisatio11 or CIAC 

£. wo•KDIG CAPri6l, ALLOWAlfCE 
L To rea.et Ill ol ... ,.ar 0 6 M ape-

SCHEDULE NO.· 1A 
DOCKET NO. tiOIU-WU 

.... 
WATD 

17,704 
1,617 
1,848 
uoo 

(UOO) 

(1.806) 

s 12.364 

(6,SC7) 
(693) 

s (!,MO) 

(8,363) 
(6,160) 

180 
{13,333) 

496 
6,290 
(264) 

6,621 

s 10,646 
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VIIGINIA CITY liTIUTDtS, INC 
ft8T R.U ENDING DECEMBER il, JH6 

SCHEDULE OF CAPITAL STRUCTURE 

,. '" 
PU (!OJOIISSION BAlANCE 

DISCJUPTION ·UTILIT'f ADJUSTMENTS PER COMKISSION 

1.-.,.._Dik·P ...... ' 12. 771S ' 0 ' IS,122 

&.-. ,.._DIM. a- 89,000 (23,861S) 11S,631S 

IQUJTY 4,666 (2. 791S) 1,870 

c..-.~ 8,040 (1.821) 1.219 

TOrAL ' 69,480 ' (27,980) ' 23,846 

BANGE or UASONASLENESS LOW HIGH 

llETt1RN ON EQUJTY 10.88" 12.88" 

OVERALL RATE OF RETt.1RN 10.64% 10.~ 

SCHEDULE NO. - 2 
DOCKET NO. HOtU-WU 

" OF WEIGHTED 
TOTAL C06T COST 

2U8" i.~ 1.29'4 

iiS.IS"' 12.~ 8.20'4 

7.84" 11.88% 0.93% 

IS.ll" 6.~ 0.31% 

100.~ I 10.12" I 
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INL\ CI'IT VTILITIES, INC 
TB8T ~ENDING DECEIIBEB 11, lNI 

SCHEDULE OF WATER OPERATING INCOME 

·· OOHKI&9JON 

SCHEDULE NO. -a 
DOCKET NO. HOfU.WU 

COM:MISSION .. ,ADJUSTED llEVENt1E 

AD.nJBnmNTs TBST ft.U INCREASE 

OPERATING REVENUES 78,4-49 s 78,71.C s 16,698 ~ H,.cu l 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE s 88,570 (3,401) 86,169 86,169 

DEPRECIATION (NET) 8,501 (1,729) 1,772 1.772 

AMORTIZATION 0 0 0 0 

15,971 (808) 5,163 751 5,914 

0 0 0 0 0 

:AL OPERATING EXPENSES s 98,0.C2 s (15,938) • 92. 10.C ' 751 ' 92,855 

OPERATING INOOMFJ(U)SS) s (19.593) • (13,390) s 2,556 

WATER RATE BASE s 6,188 I %3,M6 23,8.C6 

RATE OF RETURN -816.68% ·156.15% 10.72% 
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VDlGINIA CITY UTILITIES, INC 

TEST YEAR ENDING DECEMBER Sl, 1886 

SCHEDULE NO. -lA 
DOCKET NO. 860626-WU 

<P•I• 1 of!) 

ADJUSTMENTS TO OPERATI.NG INCOME 

:.:•:" 

A. DJMntig B.ennuea 

1. To reflect annualized revenues 

B. OPERATION AND MAINTENANCE EXPENSES 

1. Salariee A Wue• 
a. To reduce houre and ealary of oflioe manaeer 

2. Emplgyee P,uioaa t\ Benefitl 

a. To reflect peuion bated on reduced aalary. 

3. pun:bued Water 

a . To reflect Puco County'• reduction in bulk water rate 

4. Materiala t\ Supplioa 

L To reflect annualized poetaee and bankin.r 

6. Contractual Seryicea 

a. To re1Ject expeue of eettinc up peuion plan amort. over • yean 

b. To n1Ject monthly teetiDc expeue 

c To nOect annuali.r.ed contractual eervicee 

d. RecJ .. aific:atioa of plaat from contractualeervicea 

• · Recl•Mific:ation ofplaat from contractualeervicee 

f. To reflect rate valve chance out procram amort. over 6 yean. 

r To nOect meter c:ha.np out pi'O(l'&JD. 

6. IDiunDCI! EIPI!DM 

L To n1Ject &DDual i,uurance expeue 

'1. Bqulatpz:y Commjyjpn IIPftQM 

a. To reflect reculatory commiuion expeue amort. over • yean 

•· 

WATER 

S-======2:::65::: 

$==~(6~, 7=44~) 

(1,280) 

$ = = ::!::(3=,4=0=4) 

$.======3=0=8 

$ (262) 

360 
692 

(1,274) 

(674) 

2,438 
911 

2,191 

$==~(1=46=) 

$=======·=90= 
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VIRGINIA CITY UTILITIES, INC 
TEST YEAR ENDING DECEMBER 11, 1H5 

SCHEDULE NO. - IB 
DOCKET NO. 860825-WU 

ANALYSIS OF WATER OPERATION AND MAINTENANCE EXPENSE 
-: 

'I'O'rAL OOID08IJlQN TOTAL 
DaCIU:PI'IOH PDIJI'IL AD.JUft. PD COMIIJSSION 

(601) SALARIES AND WAGES- EMPLOYEES s 21.200 $ (6,744) $ 14,4.66 

(603) SAL.ARIES AND WAGES· OFFICERS 1,200 0 1,200 

{604) EMPLOYEE PENSIONS AND BENEFITS 3,360 (1.280) 2,080 

(610) PURCHASED WATER 49,141 (8,4().4) 46,737 

(61&) PURCHASED POWER 0 

(616) FUEL FOR POWER PRODUCTION 0 

(618) CHENICALS 0 

(620) MATERIALS AND SUPPUES 1,613 808 1,821 

(630) OON'l'RAcnJAL SERVICES 7,408 2,1.91 9,699 

(NO) RENTS 600 0 600 

{650) TRA.NSPORTA'nON EXPENSE 1,.,8 0 l,.,s 

(t56) 1Nst.1RANCE EXPENSE 968 (146) 807 

(886) RBGULATO.BY OOMMJ.SSION EXPBNSBS 0 480 490 

(870) BAD DEBT EXPENSE 764 0 764 

(8'75) MISCEU.ANIOUS BXPENSES 968 6,1&4 6,162 

UNCLASSIFIED DISBURSEMENTS 

s 88,670 s (3,401) ~ 86,188 ' 
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RECOMMENDEDRATEREDUCTIONSCHEDULE 

VIRGINIA CITY UTILI'J'IES. INC 

TEST YEAR ENDING DECEMBEJlll, 1H5 

SCHEDULE NO. - 4 

DOCKET NO. t806U-WU 

CALCULA110N OF RATE REDUCTION AMOUNT 

AFTER RECOVERY OF RATE CASE EXPENSE AMOR11ZA110N PERIOD OF FOUll YEARS 

1i ; 
. .. '·. 

ltESIDENTtAL MON'l'BLY MONTHLY 

SEa VICE APPROVED RATE 

BATES REDUCTION 

15J8• 17.07 0.04 

S/4. 110.60 0.06 

1. 117.67 0.10 

1112. $36.36 0.19 

2" 156.66 0.30 

GALLONAGE (per 1,000 rala) 13.28 0.02 
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