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Case Background

County-Wide Utility Company (County-Wide or utility) is a Class C utility located in
Marion County. The utility provides water service only. Based on the 2004 Annual Report, the
utility serves approximately 482 water customers. Revenues for 2004 were reported as $109,074
for water, and the utility reported an operating income of $947.

Due to a 1996 change in Marion County’s Land Development Code to require fire flow

in new developments, County-Wide hired an engineer to perform a capacity analysis and to look

at alternatives to expand capacity and provide fire flow. After considering alternatives, County-

Wide entered into an agreement with the City of Ocala for the interconnection of its system to

receive bulk water and wastewater. County-Wide has currently commenced the construction of
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an interconnection with the City of Ocala and an expansion of its system. The construction of
the interconnection will be completed in the next few months. The construction of the expansion
will continue through February 2006. County-Wide has already taken the water plant off-line
and is now buying water from the City of Ocala. The utility indicated that these projects result in
approximately $950,000 of additional investment.

In the instant docket, County-Wide has applied for a staff-assisted rate case (SARC) and
has requested interim rates. The utility’s interim rates request is based on it being allowed to
immediately earn a return on its major investment. The Commission has the authority to
consider this rate case and interim rates under Section 367.0814, Florida Statutes.
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Discussion of Issues

Issue 1: Should County-Wide's request for interim rates under Section 367.0814(4), Florida
Statutes, be approved?

Recommendation: No. The utility’s request for interim rates should be denied. (Hudson,
Gervasi)

Staff Analysis: As stated in the case background, County-Wide has requested that it be allowed
to immediately earn a return on its major investments through interim rates. Section
367.0814(4), Florida Statutes, provides that:

[t]o establish interim relief, there must be a demonstration that the operation and
maintenance expenses exceed the revenues of the regulated utility, and interim
rates shall not exceed the level necessary to cover operation and maintenance
expenses as defined by the Uniform System of Accounts for Class C Water and
Wastewater Utilities (1996) of the National Association of Regulatory Utility
Commissioners.

The statute does not provide for interim rate relief based on earning a return on an investment.
Staff has reviewed the utility’s operation and maintenance expenses in relation to its revenues.
Based on the utility’s 2004 Annual Report and SARC filing, staff has determined that the
utility’s revenues exceed its operation and maintenance expenses. Therefore, the utility’s request
for interim rate relief does not accord with Section 367.0814(4), Florida Statutes.

Based on the above, staff recommends that the utility’s request for interim rates should be
denied.
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Issue 2: Should this docket be closed?

Recommendation: No. This docket should remain open to process the utility’s staff-assisted
rate case. (Gervasi)

Staff Analysis: This docket should remain open pending the final resolution of the utility’s
staff-assisted rate case.




