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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application of Sonthlake 1 
Utilities, Inc. for Increased Water ) 
and Wastewater Rates in Lake ) 
County. 1 

Docket No. 080597-WS 

PETITION FOR AUTHORITY TO RELEASE ALL ESCROWED FUNDS 
TO SOUTHLAICE UTILITIES, INC. 

~ ~~~~ ~~ ~ ~ . . .  ~~ ~~ ~ . . .  . . . . . . .  ~ . .  . ~~.~ ~ ~~~ 

Southlake Utilities, Inc., a Florida corporation ("Southlalte Utilities"), hereby files it's 

Petition for Authority to Release All Escrowed Funds to Southlake Utilities, Inc. and states as 

follows: 

1. On October 15, 2008, Southlake Utilities filed with the Florida Public Service 

Commission ("Commission") its Application of Southlake Utilities, Inc. for Increased Water and 

Wastewater Rates in Lake County. December 15,2008, was established as the official filing date. 

_. 7 In Order No. PSC-09-0116-FOF-WS issued by the Conmission on February 25, 

2009 (attached) (at p. 8) the Commission granted Southlalte Utilities' request to charge interim 

rates and ordered that all revenues collected pursuant to the interim rates should be collected 

subject to refind with interest. 

3 .  On April 21, 2009, Banco Poptllar North America ("Bank"), the Commission and 

Southlake Utilities entered into that certain b x o w  Agreement requiring the opening of a joint 

interest bearing Escrow Account into which Southlake Utilities was to deposit all revenues 

collected pursuant to the interim rates authorized by the Commission in Order No. PSC-09-0116- 

FOF-WS. 

1 



4. Pursuant to said Escrow Agreement, the Bank and Southlake Utilities opened 

Escrow Account No. 6806760747 into which Southlake Utilities has deposited all revenues 

collected pursuant to the interim rates authorized by the Commission in Order No. PSC-09-0116- 

FOF-WS. 

5 In Order No. PSC-09-0625-PAA-WS issued by the Commission on September 15, 

2009 (attached) (at p. 28), the Commission ordered tliat once Southlake Utilities’ Revised Tariff 

Sheets and Customer Notice had been filed by Southlake Utilities and approved by the S t d f  and 

said Order had become final, the corporateundertaking shall be released. 

6. The Revised Tariff Sheets and Customer Notice have been filed by Southlake 

Utilities and approved by the Staff. 

7. Said Order No. PSC-09-0623-PAA-WS became final upon the issuance of 

Consummating Order No. PSC-09-0699-CO-WS by the Cormnission on October 20, 2009 

(attached). 

WHEREFORE, Southlalce Utilities requests: 

A. That the Commission Clerk, as the Commission’s designated agent pursuant to 

said Escrow Agreement, provide a request to Banco Popular North America to release all 

escrowed fiuids in Escrow Account No. 68116760747 to Southlake Utilities a i d  to close said 

Escrow Account to the following: 

m Mr. Matthew Hmiam, Vice President, Banco Popular North America, 
9600 West Bryn Maw, Rosemont, Illinois 6001 8 

Ms. Kiln Kitchen, Southlake Utilities, Inc, 16554 Crossings 
Boulevard, Suite 2, Clermoot, Florida 3471 1 

James L. Ade, James L. Atie, P.L., 841 Prudential Drive, Suite 1400, 
Jacksonville. Florida 3220’7 



Respectfully submitted, 

6 e s  L. Ade, P.L. 
841 Prudential Drive, Suite 1400 
Jacksonville, Florida 32207 
(904) 858-0 123 (Telephone) 
(904) 858-0124 (Telecopier) 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for general rate increase 
water and wastewater systems in Lake 

DOCKET NO. 080597-WS 
ORDER NO. PSC-09-01 I6-FOF-WS 
ISSUED: February 25,2009 by Southlake Utilities, hc.  

The following Commissioners participated in the disposition of this matter: 

MAITHEW M. CARTER 11, Chairman 
LISA POLAK EDGAR 

KATRMA J. McMURRIAN 

NATHAN A. SKOP 

ORDER SUSPENDING PROPOSED FINAL RATES 
AND APPROVING INTERIM RATES SUBJECT TO REFUND 

NANCY ARGENZIANO 

BY THE COMMISSION: 
W G R O U N D  

Southlake Utilities, Inc. (Southlake or utility) is a Class B utility providing water and 
wastewater service to approximately 2,321 water and 2,161 wastewater customers in Lake 
County. The utility has not had a previous rate case before the Commission. Southlake's rates 
were initially established in 1991 . I  

On December 15, 2008, Southlake filed the application for rate increase at issue in this 
docket. The utility requested that the application be processed using the Proposed Agency 
Action (PAA) procedure, and requested mteriin rates. The test year established for interim rates 
is the historical twelve-month period ended December 31, 2007. The utility requested a 
projected average test year ending December 3 1,2008, for final rates. 

Southlake requested interim rates designed to generate annual water revenues of 
$1,048,544 and wastewater revenues of $1,168,747. This represents a revenue increase on an 
annual basis of $56,905 (5.7 percent) for water and $372,449 (46.8 percent) for wastewater. 
Southlake requested final rates designed to generate annual water revenues o f  $1,184,327 and 
wastewater revenues of $1,293,211. This represents a revenue increase of $183,853 (18.4 
percent) for water and $487,912 (60.6 percent) for wastewater. 

This Order addresses the suspension of the requested permanent rate increase and our 
consideration of the requested interim rate increase. We have jurisdiction pursuant to  Sections 
367.081 and 367.082, Florida Statutes (F.S.). 

See Order No. 24564. issued May 21, 1991. in Do'cket 900738-WS, In re: Anolication for wnier and sewer I - 
cerlificntes in Lake Countv bv Southlnke Utilities. Inc. 

C y L , u i , + ;  I . ; ,  3 . # 0 ! ? ; : - . - . :  .. 'L  , . I '  i. 
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- DECISION 

Suspension of Rates 

Section 367.081(6), F.S., provides that we may, for good cause, withhold consent to the 
implementation of the requested rates by a vote to that effect within 60 days after the date the 
rate request is filed. Further, Section 367.081(8), F.S., permits the proposed rates to  go into 
effect secured and subject to refund at the expiration o f  five months if: ( I )  we have not acted 
upon the requested rate increase; or (2) i f  our PAA action is protested by a party other than the 
utility. 

W e  bave reviewed the filing and considered the information filed in support of the rate 
application and the proposed final rates. We find that further investigation of this information, 
including on-site investigations by our accountants and engineers, is necessary to fully and 
adequately address the requested rate increase. Therefore, we suspend Southlake’s proposed rate 
increase pending further review. 

Interim Rates 

As explained in  detail below, we aulhorize Southlake to collect the following interim 
annual water and wastewater revenues: 

Water $991,639 

Wastewater $796,298 

$47,301 $1,038,940 4.77% 

$:238,093 $1,034,391 29.90% 

Southlake has filed rate base, cost of capital, and operating statements to support its 
requested water and wastewater increases. Pursuant to Section 367.082(5)(b)1, F.S., the 
achieved rate of return for interim purposes shall be calculated by applying adjustments 
consistent with those used in the utility’s most recent rate proceeding and annualizing any rate 
changes. We have reviewed Southlake’s interim request, as well as Order No. 24564, in which 
we originally established rates. Accounting 
schedules illustrating our approved rate bz:e, capital structure, test year operating income 
amounts, service rates and used and useful analysis are attached to this Order. The rate base 
Schedules are labeled as I-A and 1-B, with the rate base adjustments shown on I-C. The capital 
structure is shown on Schedule 2, and the operating income schedules for water and wastewater, 
respectively, are labeled as 3-A and 3-B, with the operating income adjushnents shown on 3-C. 
Rate schedules are labeled as 4-A and 4-B. Used and useful analysis is shown on Attachments A 
and B. 

Southlake has had no other rate proceeding. 
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Rate Base 

The interim rate procedure is a prima facie analysis of the utility’s application. This 
basically means that the application i s  taken on its face value with the assumption that the 
utility’s reported rate base, operating income, and cost of capital are supported by its books and 
records. Based on an analysis of the MFRs and Order No. 24564 which set initial rates for the 
utility, we find that a reduction of ($41,775) to  Southlake’s water rate base is necessary to reflect 
averaging adjustments (see Schedule I-A). Similarly, a reduction of ($887,840) to Southlake’s 
wastewater rate base is necessary to reflect averaging and non-used and useful adjustments (see 
Schedule 1-B). For mterim purposes, the utility calculated rate base using year-end 2007 
amounts. Based on the information supplied by the utility in the MFRs for 2007 and the amounts 
reported in the 2006 annual report, we used a simple average to adjust the rate base for the 
interim rate calculation, consistent our rules. 

Used and Useful -water svstem 

The utility did not include a used and useful adjustment to its interim rate base based on 
its assumption that the water and wastewater systems are built out. We find thaf pursuant to 
Rule 25-30.4325, Florida Administrative Code (F.A.C.), the water treatment plant, ground 
storage tanks, and water distribution system are 100 percent used and useful as shown on 
Attachment A. Southlake’s wastewater treatment plant is 75 percent used and useful. The used 
and useful adjustment will be made to Accoiint No. 354.4, Structures and Improvements, and 
Account No. 380.4, Treatment and Disposal Equipment. The wastewater collection system shall 
be considered 100 percent used and usell. 

In its application, Southlake asserts that its water treatment plant, ground storage 
facilities, and water distribution system are 1 DO percent used and useful. The water beatmenl 
system has three wells that are rated at 1,000, 1,200 and 2,777 gallons per minute (gprn). Raw 
water is treated with aeration and liquid chlorine and then pumped into the water distribution 
system. The two ground storage tanks have usable capacity of 2,500,000 gallons. The  single 
maximum day in the test year of 2,759,000 gallons occurred on October 14, 2007. It does not 
appear that there was a fire, line break, or other unusual occurrence on  that day. The utility’s 
records indicate there is no excessive unaccounted for water. The utility’s fire flow requirement 
is 1,500 gpm for 4 hours or 360,000 gallons. 

The utility included a growth allowanoe of 774,020 gallons based on year end equivalent 
residential connections (ERCs) of 3,339 and a growth rate of 27.63 percent. We find that a 
gowth allowance of 689,471 gallons shall be ,added to the used and useful calculation, based on 
average test year ERCs of 3,867. In addition, pursuant to Rule 25-30.431(2)(a), F.A.C., growth 
is limited to 5 percent a year or 25 percent over a five-year period. 

The utility calculated the firm reliable capacity of the water system at 1,673,333 gallons 
per day (gpd). However, the sanitary survey indicates that the two smallest wells are 1,000 and 
1,200 gpm; therefore, the firm reliable capacity is 2,112,000 gpd, based on a 16 hour day, 
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pursuant to Rule 25-30.4325(6)@), F.A.C. We will inquire about the well discrepancy during 
our review of the permanent rate increase request. 

We find that, pursuant to Rule 25-3~D.4325, F.A.C., the water treatment plant is 100 
percent used and useful, as shown on Attachment A. In addition, because the usable storage 
capacity is less than the peak day demand, the storage tanks should be considered 100 percent 
used and useful, pursuant to Rule 25-30.43;!5(8), F.A.C. According to the utility, all single 
family lots are completely built out with no remaining lots available for construction. All h t u r e  
single family constmction will be provided with newly installed main extensions. Therefore, we 
find that the water distribution system is 100 percent used and useful. 

Used and Useful - wastewater svstem 

In its application, the utility asserts that Southlake’s wastewater treatment plant and 
collection system are 100 percent used and useful. According to the Florida Department of 
Environmental Protection (FDEP) Permit Number FLAOl0634-006-DW 1 P, which expires on 
April 15, 2012, Southlake’s wastewater treatment plant has a 1.5 million gallons per day (mgd) 
annual average daily flow (AADF) design capacity using extended aeration, and activated 
sludge. The permitted capacity is limited to 1.15 mgd AADF, the capacity of the rapid 
infiltrations basins. 

As required by Rule 25-30.432, F.A.C , the numerator of the equation for calculating the 
used and usefil percenlage of a wastewater treatment plant shall be the same basis as the 
permitted capacity on the most recent operating permit issued by the FDEP. The wastewater 
plant is permitted on an annual average daily flow basis, but the utility used the maximum month 
in the numerator to calculate the used and useful percentage. The utility used a growth factor of 
27.63 percent, based on 3,281 average lest year E R G ;  however, according to MFR Schedule F-9 
the average test year ERCs were 3,867. In addition, pursuant to Rule 25-30.431(2)(a), F.A.C., 
growth is limited to 5 percent a year or 25 percent over a five-year period. The utility believes 
that the wastewater treatment plant should be considered 100 percent used and useful because the 
system is built out, the treatment plant design criteria builds in a level of excess capacity, and 
there is an insignificant cost difference between a 1.15 mgd and .950 mgd wastewater treatment 
plant. The  maps provided by the utility indicale additional growth is anticipated. 

We find that, pursuant to Rule 25-30.432, F.A.C, the used and useful calculation for the 
wastewater treatment plant shall be based on Ihe AADF of 691,901 gpd, a growth allowance of 
173,020 gpd, and the permitted capacity of the system of 1,150,000 gpd, which results in a used 
and useful calculation of 75 percent. The used and useful adjustment shall be made to Account 
354.4, Structures and Improvements, and Account 380.4, Treatment and Disposal Equipment. 
According to the utility, all single family lots in the development are built out, with no remaining 
lots available for construction. All future single family construction will be provided with newly 
installed main extensions. Therefore, the wastewater collection system is 100 percent used and 
useful. 
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Based on a 75 percent used and usefu, calculation for wastewater plant, wastewater rate 
base shall be reduced by $838,893. Accordiigly, corresponding adjustments shall be made to 
decrease depreciation expense and property taxes by $43,480 and $4,568, respectively. 
Therefore, we find that Southlake’s interim water rate base shall be $3,844,181 (Schedule 1-A). 
Southlake’s interim wastewater rate base shall be $1,417,527 (Schedule 1 -B). 

Cost of Capital 

In its intenm request, Southlake requested an overall cost of capital of 8.83 percent. The 
effect of our rate base adjustments is to lower the interim weighted average cost of capital to 8.81 
percent (Schedule 2). 

Net Operating Income 

We 6nd that the appropnate test year operating income, before any revenue increase, is 
$293,678 for water, and the appropriate cperating loss, before any revenue increase, is 
($102,429) for wastewater. We  have made adjustments to remove utility-requested interim 
revmue increases, and pro forma salary mounts .  We have also made adjustments for non-used 
and useful depreciation expense, and to adjust for related taxes other than income (Schedules 3A 
and 3B). 

Revenue Requirement 

Based on the above adjustments, we find that the utility’s revenue requirements are 
$1,038,940 for water and $1,034,391 for wastewater. This represents interim increases in annual 
revenues of $47,301 (or 4.77 percent) for watcr and $238,093 (or 29.90 percent) for wastewater. 
This will allow the utility the opportunity to recover its water and wastewater operating 
expenses, and earn an 8.81 percent return on it:; water and wastewater rate bases. 

Interim Rate Increase and Percentaae Increase Factor 

We find that the water and wastewater service rates for Southlake in effect as of  
December 31, 2007, shall be increased by 4.77 percent and 29.90 percent, respectively, to 
generate the approved revenue increase for the interim period. The approved rates shall be 
effective for service rendered as of the stamped approval date on the tariff sheets pursuant to 
Rule 25-30.475(1) (a), F.A.C. The rates shall mot be implemented until our staff verifies that the 
tariff sheets are consistent with our decision, the proposed customer notice is adequate, and the 
required security has been filed. The utility shall provide proof of the date notice was given 
within 10 days after the date of notice. 

The interim water and wastewater senrice rates for Southlake are designed to allow the 
utility the opportunity to generate annual operating revenues of $1,038,940 for water operations 
and $1,034,391 for wastewater operations. To determine the appropriate percentage increase to 
apply to the service rates, miscellaneous service revenues shall be removed from the test year 
revenues. The calculation is as follows: 
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1 

2 Less: Miscellaneous Revenues 

3 Test Year Revenues from Service Rates 

4 Revenue Increase 

5 % Service Rate Increase (Line 4/Lme 3) 

Total 2007 Test Year Revenues 

Water 

$991.639 

18,128 

$973,5 1 1 

$47,301 

Wastewater 

$796,297 

- 0 

$796,297 

$238.093 

2%%!% 

The intenm rate increase of4.86 percent for water and 29.90 percent for wastewater shall 
be applied as an across-the-board increase to the service rates in effect as of December 3 1,2007. 
Southlake’s proposed interim rates and our approved interim rates are shown on Schedule 4-A 
for water and Schedule 4-B for wastewater. 
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Interim Rates Subiect to Refund 

Pursuant to Section 367.082, F.S., revmues collected under interim rates shall be placed 
under bond, escrow, letter of credit, or corporate undertaking, subject to refund with interest, at a 
rate ordered by us. We  have determined that the total annual interim increase is $285,393 for 
water and wastewater. In accordance with Rule 25-30.360, F.A.C., we have calculated the 
potential refund ofrevenues and interest collected under interim conditions to be  $166,742. This 
amount is based on an estimated seven months of revenue collected from the approved interim 
rates over the utility’s current authorized rates ;shown on Schedule 4-A and 4-B. 

Southlake has requested a corporate urldertaking in the amount of $166,742. The utility 
has no corporate undertaking amount outstanding. The  criteria for a corporate undertaking 
include sufficient liquidity, ownership equity, profitability, and interest coverage to guarantee 
any potential refund. We reviewed Southlake’s financial statements to determine if it can 
support a corporate undertaking. We also reviewed Southlake’s 2005, 2006, and 2007 annual 
reports to determine the financial condition of the utility. 

The utility’s equity ratio has been within acceptable parameters throughout the review 
period. Southlake’s working capital, current ratio, and interest coverage ratio were also within 
acceptable parameters in 2007, but these measures were deficient in 2005 and 2006. While the 
utility reported positive net income in 2007, i t  reported net losses in 2005 and 2006. This 
contributed to the utility’s average net loss during the period of over $1 17,000 per year. The 
utility also reported a negative return on equity (ROE) in 2005 and 2006, and its ROE for 2007 
was barely positive at 0.20 percent. For these reasons, we do not believe that Soutldake has the 
financial capability to support a corporate undertaking in the amount of $166,742. We therefore 
require Southlake to secure a surety bond, letter of credit, or escrow agreement to guarantee any 
potential refund. 

Pursuant to Rule 25-30.360(6), F.A.C., the utility shall provide a report by the 20th day 
of each month indicating the monthly and total revenue collected subject to refund. Should a 
refund be required, the refund shall be with interest and undertaken in accordance with Rule 25- 
30.360, F.A.C. 

In no instance shall maintenance and administrative costs associated with any refund be 
borne by the customers. The costs are the responsibility of, and shall be borne by, the utility. 
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Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that Southlake Utilities, Inc.’s 
requested final rate increase is suspended pending further review. It i s  further 

ORDERED that Southlake Utilities, Inc.’s request to charge interim rates is granted, 
subject to the modifications set forth in the body of this Order. It is further 

ORDERED that all matters contained in the schedules attached to this Order are 
incorporated by reference herein. It is further 

ORDERED that Southlake Utilities, hc. shall provide notice o f  the interim rate increase 
to customers as prescribed in the body of this Order. I t  is further 

ORDERED that the interim rates shd l  not be implemented until Commission staff 
verifies that the tariff sheets are consistent wiith our decision, the proposed customer notice is 
adequate, and the required security has been filed. If is hrther 

ORDERED that Southlake Utilities, Inc. shaI1 provide proof of the date the notice was 
given within 10 days after the date of the notice. It is further 

ORDERED that pursuant to Rule 25-30.360(6), F.A.C., Southlake Utilities, Inc. shall 
provide a report by the 20th day of each month indicating the monthly and total revenue 
collected subject to refund. It is further 

ORDERED that the revenues shall be: collected subject to refund with interest. It is 
further 

ORDERED that all funds collected subject to refund shall be secured by a surety bond, 
letter ofcredit, or escrow agreement in the amount of$166,742. It is further 

ORDERED that this docket shall remain open pending final resolution of Southlake 
Utilities, Inc.’s requested permanent rate increase. 
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By ORDER of the Florida Public Service Commission this day of February, 2009. 

- 
ANN COLE ~~ 

Commission Clerk 

( S E A L )  

MCB 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), 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 
administrative hearing or judicial review will be granted or result in the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request: 
1) reconsideration of the decision by filing a motion for reconsideration with the Office of 
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within 
fifteen (1  5) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida 
Adminisbative Code; or 2) judicial review by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or the First Disitrict Court of Appeal in the case of a water andor  
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, 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 after the issuance of this order, pursuant to Rule 9.1 IO, 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. 
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Soulhlnke Utililies, Inc. 
Schedule of Wnler Rate Bose 
Test Yenr Ended 12/31/07 

Schedule No. I-A 
Docket No. 080597-WS 

133,286 

0 

(777.228) 

(3,782,563) 

768,585 

1,079,223 

(123,121) 

67.626 

0 

Interim 
Commission 1 Commission 

Test Year UtUity Adjusted Approved Approved 
Per Adjust- Test Yenr Adjust- Adjusted 

Description Utilily ments PerUWiIy ments Test Yenr 

1 Plant in Service 

2 Lond and h d  Rights 

3 Non-used and Useful Components 

4 Accumulated Depreciation 

5 CIAC 

6 Amortization of  CIAC 

7 Construction Work in Progress 

8 Advances for Construction 

9 Working Cnpital Allowance 

IO Other 

I I  RnteBnse 

$7.01 1.442 $0 

133,286 0 

0 0 

(870,163) 0 

(3,939,479) 0 

827,836 0 

778,064 0 

(123,12 I) 0 

0 68.090 

0 - 0 

a . a l z s a s m  

- 

$7.01 1,442 

133.286 

0 

(870,163) 

(3.939.479) 

827,836 

778,064 

(123,121) 

68.090 

- 0 

sLL-Lum 

($533,069) 

0 

0 

92,936 

156.91 6 

(59.252) 

301,159 

0 

(464) 

- 0 

LUL7J.a 

$6,478,3731 
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Soulbloke Utilities, he. 
Schedule of Wnslewnter Rnle Bnse 
Test Year Ended 12/31/07 

Schedule No. I-B 
Dockel No. 080597-WS 

Interim 
Commission I Commission 

Description 

Tcst Yenr Utility Adjusted Approved Approved 
Per Adjust- Test Yenr Adjust- Adjusted 

Utillty mcnls PerUtiUty ments Test Yenr 

1 Plant in Service 57.287.302 $0 $7,287,302 

2 Land and Land Rights 558.446 0 558,446 

3 Nan-used and Useful Components 0 0 0 

4 Accumulntcd Depreciation (I ,458,018) 0 (1,458,018) 

5 ClAC (5,34 I ,309) 0 (5,341,309) 

6 Amortization of CLAC 1,450,736 0 1,450,736 

7 Consmction Work in P n  ;S 0 0 0 

8 Advances for Conslruction (295,893) 0 (295,893) 

9 Working Capital Allowance 0 104,103 104.103 

0 - 0 IO Other - 0 - 
11 Rote Bnse il22?U&%1014J41- 

($263,935) 

0 

(838.893) 

126,626 

197,500 

(108,834) 

0 

0 

(304) 

0 

$7,023,367 

558,446 

(838,893) 

(1,331,393) 

(5,143.809) 

1,341,903 

0 

(295,893) 

103,799 

- 0 

bELAlal 
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Southlake Utilities, Inc. 
Commission Adjustments to Rate Base 
Test Year Ended 12/31/07 

Schedule No. 1-C 
Docket No. 080597-WS 

Interim 
. .  . .., 

I . .  

, .  Water. . Wastewater 
., . 

anation 
. ..,. ..:. .. . ., 

.,: , 
. .  

Plant In Service 
To reflect the 2007 simple average balance. 

- Land 

Non-used and Useful 
To reflect net non-used and useful adjuslment. 

Accumulated Depreciation 
To reflect the 2007 simple average balance. 

To reflect the 2007 simple average balanc:e. 

Accumulated Amortization of ClAC 
To reflect the 2007 simple average ba1anc:e. 

Construction Work in Promess 
To reflect Lhe 2007 simple average ba1anc:e. 

Working Capital 
To reflect the appropriate working capital allowance 

($533,069) 
P 

$0 - 
$0 - 

$92,936 
___. 

$1 56,916 - 
($5 9,252) 
7 

$301 , I  59 - 
($464) 
r_= 

($263,935) 
P 

($838,893) 
P 

$126,626 
___. 

$197,500 - 
($108,834) 

$0 
=a 

($304) 
3_ 
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Southlmks UIUlHes. Inr. 
C.Plt.I S'n9d"m D~scwLrC No. 08054-\VS 
Ten Year Endrd 12/31/07 

Sehrdule No. 2 

>rr UtUlty (Yew End) 
I Lanz-~mDLbi so SO so SO so O.WH 0.00% 0.00% 

3 PrdcrredSlosk 0 0 0 0 0 0.00% 0.00.:. 0.00% 
2 Shon-lsm,DcM 0 0 0 0 D O.W% O.W% D.OOY. 

4 Common Equity 6.264.583 0 6.264.583 0 b.264.583 9b.73Y. 8.93% 8.64% 
112.083 0 212.083 0 212.083 3.27:i b.M% 0.20.i. 

0 
0 

s6AZ6.m 

so 

0 0 0 0 0.00% 0 00% 0.00% 
0 9 P 0 ow% 0.00% o.oox 

rnswU4fl 50 s 6 A 7 m i  JmQR?3 Lmi 

Y) SO SO so 0.00% 0.00:: O.00,L 
0 0 0 0 0 0.OOY. a.m./. 0.00% 
0 0 0 D 0 0.0o:i o.w./. 0.00% 

6.264.583 r44.099J 6.220.484 cl.I6S,9731 5.054.512 91.06% 8.93% 8.58% 
112.083 14.887) 207.196 0 207.196 3.94% b.0O.l. 0.24% 

0 0 0 0 0 0.OOY. 0.00.:. 0.00% 
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D-ialion 185,867 0 185.867 0 185.867 

Amortiztliao (118,5021 

Turn Olbm Than Locomc 87.513 

lnwrnc Trrcs 

185.867 

0 (118.502) 0 (118.502) (I I8.so2) 

5.831 93.344 ISJ.756) 89,SRR 2.129 91.717 

0 _o 9 p 0 

Rate Barr 
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Soulhlnkr Ullllllrs, Ink Stbtdule No.3-0 
S1.lrmenlal \vlslcwmIr Opcrarlonr 
Tnt Y u r  Ended 12N1107 

Dmcka No. 0.30597-WS 

... .. 

I Oprrmtlng Rcvcnucr: 1698.113 51.168.747 I5372.4491 $238.093 S1.034.391 
29.90% 

OpcnUng Elpenla  
2 Opuution & M a ~ l c m n c c  S817.819 (54.992) 5832,827 (12.413) 5810,394 S810.394 

3 Deprcciotion 253.249 0 251249 143.480) 209.769 

4 Amonblioo (5217.667) 0 1217,667) 0 (217.667) 

5 Tarcr Olbcr Thnn Lncom~ 76,180 20.402 96.782 (20.551) I 
6 Income Taici 

7 Told  Opernllng Expnrr 

8 opcnrtng lncDnE 

9 R.IcDwc 

10 R ~ c o I R E I u I .  

- 0 0 P 

76.23 I 

- 0 

10.714 

- 0 

209.769 

(2  17.667) 

86.945 

P 
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Soutblske Utilities, Inc. Schedule 3-C 
Commission Adjustments to Operating Income 
Test Year Ended 12/31/07 

Docket No. 080597-WS 

. .  .~ . . .  ., 

Wastevvpter 
. .  

Operating Revenues 
Remove requested interim revenue increase. 

@eration and Maintenance Expense 
To remove pro forma salary & wages and, benefits. 

Net - Depreciation Expense 
To adj. for non-used and useful depr. expense. 

Taxes Other Than Income 
1 RAFs on revenue adjustments above. 
2 To adjust for non-used and useful properly taxes. 
3 To remove pro forma payroll taxes. 

Total 

($56 905) A 

($3,712) __ 

$0 

($2,561) 
$0 

( 1  L 195) 
($3 756) 
---I_ 

($372 449) L 

($2,433) - 

($43 480) 1 

($1 6,760) 
($4,568) 

($20,551) 
777 - - 
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Southlokc Utilities, l o r  Schcdule 4-A 
Water Monthly Service Rater 
Test Year Ended 12/31/07 

Docket No. 080597-WS 

Test Utility Utility Commission 
Year Present Requested Requestcd Approvcd 
Rates Rates Interim Final Interim 

ReridcntiaL General S e m e e  and Multi-Familv 
Base Facility Charge by Meter Size: - 
518" x 314" 
I "  
1-11? 
2" 
3 I' 
4" 
6" 
8" 

Gallonagc Charge, per 1.000 Gallons 

Irrieation-General Service 
Base Facility Charge by Meter Size: 
5/8" 
Gallonag. Cbnrge 

Irriqation-Bulk Rate 
Gallonagc Charge 

3,000 Gallons 
5.000 Gallons 
10,000 Gallons 

$8.98 $8.98 
522.45 $22.45 
$44.90 $44.90 
$71.85 $71.85 
$143.70 $143.70 
$224.51 $224.51 
$449.03 $449.03 
90.00 $0.00 

$0.84 $0.84 

$9.50 
$23.76 
$47.52 
$76.05 

$152.10 
$217.63 
$475.28 
$0.00 

$0.89 

$8.98 $8.98 $9.50 
$0.84 $0.84 $0.89 

$0.00 $0.00 $0.00 

$8.82 
$22.05 
$44.1 1 
$70.58 

$141.17 
$220.55 
$441.11 

$0.00 

$0.92 

58.82 
$1.05 

$0.00 

$9.42 
$23.54 
$47.08 
$75.34 

$1 50.68 
$235.42 
$470.85 
50.00 

$0.88 

$9.42 
50.88 

$0.00 

Tvoical Residential Bills SIB" I 314" Meter 
$11.50 $12.17 S11.58 $12.06 
$13.18 
$17.38 

$13.95 
S18.40 

$13.42 $13.82 
SI8.02 $18.22 
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Soutblnke Utilities, Inc. 
Wastewater Monthlv Senice Rates 

Schedule 4-B 
Docket No. 080597-WS 

Tesl Year Ended IZh1107 
Tesl Utility Utillty Commission 
Year Present Requested Requested Approved 
Rnles Rates luterim Final Interim 

Residential 
Base Facilily Charge All Meter Sizes: $9.76 S9.16 $14.33 $10.02 $12.68 

Gallonage Charge -Per 1,000 
gallons (20,000 gallon cap) 

General S e m c e  
Base Facility Charge by Meter Size.  
518" x 3/4" 
1" 
1.112" 
2" 
3" 
4" 
6" 
8" 

Gallonage Charge. p a  1,000 Gallons 

$0.86 50.86 $1.26 

$9.76 
$24.41 
$48.80 
$78.08 
$156.18 
5224.02 
$448.02 

$0.00 

$9.16 
$24.41 
$48.80 
$78.08 
$156.1 8 
$224.02 
$448.02 
$0.00 

$14.33 

$11.63 
$1 14.60 
$229.23 
$328.80 
$716.28 
$0.00 

$35.83 

$1 .02 $1.02 $1.50 

$ 1.76 

$54.82 
$0.00 

$274.10 
$438.56 
$877.12 

$1.370.50 
$2.741.00 

$0.00 

$2.1 I 

$1.12 

$12.68 
$31.71 
$63.39 

$1 01 -43 
$202.88 
$291.00 
$581.98 
$0.00 

$1.32 

Typical Residential Bills S/8" x 3/4" Meter 
3,000 Gallons $12.34 $18.1 I $15.30 116.03 
5,000 Gallons $14,06 $20.63 $18.82 $18.26 
10,000 Gallons $18,36 526.93 $27.62 $23.85 
(Wastcwaler Gallonage Cap - 10,000 Gallons) 
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1 

2 Usable Storage Capacity 

3 Single Maximum Day 

Firm Reliable Capacity (1000 gpm, 1200 gpm) 

Attachment A 

Test Year Gallons 
Gallons Per  Day 

2,112,000 

2,500,000 

2,759,000 I 

i 

5a Average Test Year Customers 
5b Historical Annual Customer Growth 
5c Statutory Growth Period 
5d 
5e 

Gallons per ERC (2,759,000 - 0)/3867 
Growth Allowance (capped @I 25%) 

4a Total Test Year Water Produced 
4b Total Test Year Accounted For Water 
4c Total Test Year Unaccounted for Water 
4d Excessive Unaccounted for Water (5%-10%) 

3867 ERCs 
278 ERCs 

5 Years 
713 

967 ERCs 689,471 

360,000 

100% 

100% 

(Ma Day - E W  + FF + Growth)/FRC = (2,759,000 -. 0 + 360,000 + 689,47 I ) /  2.1 12,000 = > 100% ’ (Max Day - E W  + FF + Growth)lFRC = (2,759,000 -. 0 + 360.000 + 689,471)/2,500,000 = >loo% 
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Attachment B 

Southlakt: Utilities, Inc. 
January I - December 3 1,2007 

Wastewater Treatment System Used and Useful Analysis 

Gallons Per Day 
1,150,000 I 

I 

1 i 
2 1 Demand (AADF) 

3 Excessive Infiltration and Inflow 
3a Water demand per ERC 
3b Wastewater AADF per ERC 

3281 ERCs 

5 Years 

173,020 ; 

4a Average Test Year Customers 
4b Historical Annual Customer Growth 
4c Statutory Growth Period 
4d Gallons per ERC (691,901 - 0)/3281 
4e Growth Allowance (capped @ 25%) 

' (AADF- ]&I + Growth)/Pemincd Copocity = (691,901 - 0 + 173,020)/ 1,150,000= 75% 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n  re: Application for general rate increase 
water and wastewater systems in Lake Coun 
by Southlake Utilities, Inc. 

DOCKET NO. 080597-WS 
ORDER NO. PSC-09-0623-PAA-WS 
ISSUED: September 15,2009 

The following Commissioners particlpated i n  the disposition ol'this matter: 

MATTHEW M. CARTER II, Chairinan 
LISA POLAK EDGAR 

IWTRINA J McMURRlAN 
NANCY ARGENZIANO 

NATHAN A. SKOP 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVIXG RATE INCREASE 

AND 
FINAL ORDER APPROVING RATE REC'UCTION IN FOUR YEARS AND REOUIRING 

PROOF OF ADJUSTMENT TO BOOKS AND RECORDS 

BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Service Coinmission that the action 
discusscd herein, except for the reduction in rates in four yeai-s and proof of adjustmcnt of the 
utility's books and rccords, is preliminary in nature and will become final unless a person whose 
interests are substantially affected filcs a petition for a formal proceeding, pursuant to Rule 25- 
22.029, Florida Administrative Code. 

BACKGROUND 

Southlake Utilities, Inc. (Southlake 0 1  utility) is a Class B utility providing woter and 
wastcwiltcr service to approsiinately 2,321 watcr and 2,161 wastewater customers in Lakc 
County. Water and wastewater rates were last established for this utility in 1990' in its original 
certificate filing. 

On October IS, 2008, Southlake filed an Application for Rate Increase at issue here. The 
utility had a few deficiencies in its Minimum Filing Requirements (RIlFRs). The deficiencies 
were corrected, and December 15, 2008, wu:: established ns the offichl filing date. The utility 
requested that the application be proccsscd using our Proposed Agency Action procedurc, and 
requested interim rates. The test year established for interim rates is the historical twelve-month 
period ended December 31, 2007. The tcst year estoblished for final ratm is the 13-month 
average period ending Decernber31, 200s. 

' See Order Nos. 245h4 and 23947. issued May 21, 1'391. in Dockcl No. 900736-WS. In re: Annlicaiion Tor walcr 
poctju?i!ii KL??KE-C~TF. a n z e w e r  cerlificelcs in Lake Count" bv Southlake Ui i l i t ies .  Inc. 

139544 S E P I 5 Z  
Fp'jC-CCIyI:iss!$ti CLE!;?. 
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Southlake requested interim rates for both its water and wastewater systetns. By Order 
No. PSC-O9-0116-FOF-WS, issued February 25, 2009, we approved interim rates designed to 
generate annual water revenues of 51,038,5i40. an incrcasc of S47,301, or 4.77 percent, and 
wastewater revenues of S1,034,391, an increase of $238,093 or 29.90 percent. 

Southlakc requested final rates designed to generate annual water revenues of $ I :184,327 
and wastewater revenues of $1,293,21 I .  This represents a revenue increase on a11 annual basis of 
$IS3,853 ( I  8 percent) fur water and $487,912 (61 pcrccnt) for wastewater. 

Southlake is located in the Central Florida Coordination Area, encompassing portions or 
the St. .lohiis River, Southwest and South Florida Water Management Districts. These water 
management districts jointly concluded in ZClOh that the availability of sustainable quantities of 
LToundwater in centril Florida are insufficient tu meet future public water supply demands in the 
rcgion. I n  addition, these water managcmcrit districts concluded that altcmative watcr supply 
soul-ces must be developed to mcet increascd demands in central Florida beyond 2013. The 
requirement tu develup alternative water supplies \vas incorporated by rulc amendment i n  
February 2008.' 

Southlake was issued a Consumptive Use Permit (CUP) on July I I ,  2006, with an 
expiration date of January 1, 2009. Sout11lak:e was issued a short-term duration permit because 
staff of the St. Johns River Water Management District (SJRWMD or District) were conceined 
that withdmwals exclusively from the Upper Floridan Aquifer (UFA) to meet projected future 
demands had the potential for contributing dwerse impacts to water resources and related natural 
systems. The utility is out of compliancc with a number of conditions of its CUP. Southlake and 
the SJRWMD have met on several occasions to discuss Southlake's noncompliance and possible 
remedies, but no agreements have been reached. The utility filed its application for pennil 
renewal prior to the expiration date ofJanuary 1, 2009. Thereforc, the existing pcrmit rcmains in 
effect until final action is taken on Southlake"s new pennit request, which includes a request for 
an increase in water allocation. 

By letter dated June 25, 2009, the utility waived the five-month statutory deadline o r  the 
case through August IS, 2009. In our decision below, we address the revenue requirement and 
rates that wc have approved on a prospective basis. We have jurisdiction pursuant to Sections 
367.08 I and 367.0S2, Florida Statutes (F.S.). 

- DECISION 

OUALITY OF SERVICE 

Pursuant to Rule 25-30.433( I ) ,  Florida Administrative Code (F.A.C.), we determine the 
overall quality of service provided by a utilily by cvaluating three separate components of water 
operations. including the quality of thc utility's product, the operating condition of the utility's 
plant and facilities, and the utility's attempt to address customer satisfaction. In making our 

' Rule 40C-2. F.A.C. Spccifics are in the Applicanl'r, I~londbaok (incorporated by nile). sections 3.1.7, 6.5.4. and 
12.10. 

I 
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dctcrminntion on quality of  scrvicc, we considered the uti1ity.s compliance wit11 the Florida 
Department of Environmental Protcction (DEI'), as wcll as customer c o m ~ n e ~ ~ t s  or complaints. 

Quality of Utility's Product and Ommtional Condition of Plants 

Southlake's water and wastewater plants arc regulated by the DEP Central District oftice 
i n  Orlando. The utility Is current In all of the, required chemical analyses, and thc utility llas met 
all required standards for both water and wastewater. DEP conducted inspections of the wutcr 
and wastewater facilities in November 2006 and October 2008. DEP considers the quality of 
drinking watcr delivered to the customers and the wastewater effluent quality to be satisfactory. 

The utility's CUP issued by the SJRWMD expired 011 January I : 2009. SJRWMD is 
concerned about the impact of water draw down due  to the utility's drinking water wells located 
i n  the L'pper Floridan Aquifer. SJRWMD wants the utility to shift production to the Lower 
Floridan aquifer. The utility has drilled one deep well into the Lower Floridan aquifcr and 
expensive and extensive drinking water treatment is needed to use tlie water in tlic Lower 
Floridan aquifer. Negotiations arc under way. We address SJRWMD's concenis i n  dclail 
below. 

Our staff conducted a field invcstiga.tion of the utility's scrvicc arca on February 26: 
2009. and found no apparent problems with the operation of citlier the water or wastewater 
treatment fncilitics. The water plant was operating normally and appearcd lo be well maintaincd. 
There was no odor present at the aerators or in tlic finishcd watcr. Tlic wastcwater plant was also 
operatins normally and appeared to be well maintained. We find that the quality of product and 
operational condition of the water and wastewater plants is salisfactory. 

Customer Satisfaction 

A customer meeting was held on Mw:h 30, 2009, in Clermonl. Utility representatives, a 
representative from tlie Ofice of Public Counsel, and one customer attended. The customer was 
concerned about the usagc on hcr bill, which is about 5,000 gdlons per month, and wliether the 
fire hydrants in the service arca are routinely tested. 

A rcprcscntativc of the utility met with the customer at her home on April 1 and 
determined that both bathroom toilets were leaking. The customer purchased toilet repair kits 
and no Further leakage has been detected. In addition, with respect to the fire hydrants, the utility 
responded that all systcrn firc hydrants and main line valves are cuisently tested quarterly by 
Southlake personnel for operational ability and, beginning in  April 20011, will be tested bi- 
annually. 

Our staff also met with three customers prior to the customer meeting who wcre 
concerned about Iiydrogcn sulfide (rotten egg smell) in the water, particularly in rental homes. 
Our slaff explained that DEP recommends that if the house is vacant for a period of time, the 
water should be flushed out of the water lines to remove the odor. The utility agreed to 
investigate to see if automatic flusliers or piping of dead ends is needed. In addition, the utility 
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contacted each customer to offer training on tlie proper method for fluslii~~g the water lines in the 
home. 

According to the DEP, the finishei waler test results at tlie point of entry ilito tlic 
distribution systcm indicatc tlierc is no odor in the finished water. The amount of sulfate is 19 
m d l  and is well below tlie maximuin contaminant level for sulfate of 750 mdl .  DEP also 
indicated that monthly distribution tests show the water system is maintaining a chlorine 
rcsidual. Further, DEP received no complaints regarding tlie Southlake water system in 2008 or 
2009. 

There are no outstanding complaints on the Commission's Complaint Traclting System, 
and the ut i l i ty  indicated that it did not receive any customer complaints during the test ycar. 
Tlicrcfore, we find that tlie utility's attempts to address customer concerns arc satisfactory. 

Oualitv of Service Conclusion 

The quality of the product and the condition of tlie utility's water and wastewater plants 
are in compliancc with regulatory standards. In addition, the utility addresses customer concerns 
on a timely basis and there are no outstanding complaints at this time. Therefore, we find that 
the utility's overall quality of service is satisf.ictory. 

USED AND USEFUL 

Water 

The utility has not had a previous rat:e case before this Coinmission. In its application, 
the utility asserts that the Soutlilake water hcatment plant, ground storage facilities, and water 
distribution system are 100 percent used and 1Jseful. 

Tlie utility has three wells, whicli arc: rated at 701, 1,040, and 2,600 gallons per minute 
(gprn). The 1,040 gpm well is not interconnecled with the other two wells; the water from this 
well is not chlorinated and is used strictly for landscape irrigation. The SJRWMD limits the 
amount of water that this well can produce. Pursuant to Rule 25-30.431(4), F.A.C., we find that 
because this well is not interconnected with the other wells in the system, we will consider it 100 
percent used and useful. 

Tlic 701 and 2,600 gprn wells pump watcr to aerators located on top of the ground 
storage tanks, and liquid chlorine is then pumpcd into the ground storage tanks. Thc two ground 
storage tanks have a usable capacity of 2,500,000 gallons. The single maximuin day in the test 
year of2,759,000 gallons occumd on October 14, 2007.. It does not appear that there was a fire, 
linc brcalt: or othcr unusual occurrence on that day. The utility's rccords indicntc there is no 
excessive unaccounted for water. Tlie uti1ity"s fire flow requirement is 1,500 gprn for 4 hours or 
360,000 gallons. 

The utility included a growth allowancc of 780,260 gallons based on a growth rate of 
27.63 percent. Pursuant to Rule 25-30.43 l(2:l(a), F.A.C., growth is limited to 5 percent a year or 



ORDER NO. PSC-09-0623-PAA-WS 
DOCKET NO. 060597-WS 
PAGE 5 

25 pcrcent. We find that a growth allowance of689.750 gz~llons shall be added io thr used and 
useful calculation based on a growth rate o f  25 percent. 

The utility calculated the fiiiii reliable capacity of the watcr system to bc 1,673,333 
gallons pcr day (gpd). based on the capacity o f  the irrigation well and the smaller of the two 
wells that are interconnected. However, we find that the firm reliable canacitv is 672.960 m d .  -. 
based on the capacity of the smaller of the :wo wells operutins at 16 hours a day, pursuant to 
Rulc 25-30.4325(6)(b), F.A.C. 

We find that, pursuant to Rule 25-?0.4325, F.A.C., the water treatment plant is 100 
percent used and useful based on a peak day of 2,759,000 gallons, a tire flow allowance of 
360.000 gallons, growth of 689,750 gallon:;, and tim reliable capacity of 672,960 gpd. In 
addition, becausc the usable storage capacity is less than thc pcak day dcmand, the storage tanks 
shall be considered 100 percent used and useful, pursuant to Rule 25-30.4325(8), F.A.C. 
According to the utility, all single family lots are completely built out with no remaining luts 
available for construction. Future growth will require newly installed main extensions. 
Therefore, we find that the treatment plant, ground storage tanks, and water distribution system 
be considered 100 percent used and useful. 

Wastewater 

In its application, the utility asscrts I:bat the Southlake wastewater treatment plant and 
collection system are 100 percent used and clseful because: ( 1 )  the system is virtually built out; 
(2) the treatment plant design criteria builds in a level of excess capacity: (3) the construction 
was in compliance with a DEP rcquircment, pursuant to Section 367.081(2)(a)2.C, F.S.; and (4) 
there is an insignificant cost differelice between a 1.15 million gallons per day (mgd) wastewater 
treatment plant (the permitted capacity) and a .904 mgd wastewater treatment plant (the current 
demand plus a growth allowance). In support of its position, the utility provided information 
showing the cost of several other wastewater treatment plants that cost significantly more per 
gallon of treatment than the Southlakc facility. The utility ulso provided a statement that the cost 
to construct smaller incrcmental units would have been considerably more than the actual 
construction cost. 

Southlake's 199.1 Annual Report shows that it built its first wastewater treatment plant 
that year with a capacity of .3 mgd annual average daily flow (AADF). In 2002. the utility 
expanded the wastewater treatment plant to treat .6 mgd AADF. According to the utility, the 
service area was growing rapidly in 2002 and 2003, and the projected flow for 2008 was .93 
mgd. The csisting plant was struggling to consistently meet DEP treatmrnt requirements, and 
faccd potential violations and enforcement action because the plant did not have the DEI' 
redundancy requirement o f  two units each capable of meeting average annual flow. While the 
utility could have considered building smaller increments of .3 mgd, the cost for these smaller 
units would have becn considcrably more than the cost of the actual construction. Furthennore, 
smaller plants have operational problems, ancl the smaller plants would not fit on the 10 acre site 
without reducing the disposal area. In 2005, Southlake built an additional .9 mgd expansion to 
thc wastewater treatment plant. According to the current DEP pennit, which expires on April 15, 
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2012. the Southlake wastewater treahncnt plant has a 1.5 mgd AADF design capacity using 
extended aeration, activated sludge; Iiowevcr, the permitted capacity is limited to 1.15 nigd 
AADF, the capacity of thc rapid infiltrations basins (RIBS). 

Pursuant to Rule 25-30.432, F.A.C.. thc wastcwater trcatment plant is 76 percent used 
and useful based on thc AADF of 697,482 gpd, a growth allowance of  174,020 gpd, and the 
permitted capacity of the system of 1~150.0C~O gpd. We agrcc that Southlake was able to build 
thc wastewater treatment systems at a lower cost than coinparable plants, and thc cost of tlic 
existing fncilities are less than the cost mi$t have been if smaller incremental units had been 
built as needed. However, we believe that allowing the plant to be considered 100 percent used 
nnd useful, instead of 76 percent used and useful, based on the utility’s economies of scale 
argument, would be excessive. Thc scrvicc :ire3 is iiot built oul and the remaining mpauiry will 
be needed as development in the existing scrvice area conlinues. We note that, alternatively. 
used ond useful could have been calculated wing the I .5 mgd capacity of the treahnent plant by 
including the addilional cost that would be needed to expand the effluent disposal capacity. This 
calculation would have resulted in a lower iised and useful percentage than we approve i n  this 
case. 

Pursuant Io Rule 25-30.432, F.A.C, the wastewater treatment plant shall be considered 76 
percent used and useful. The used and usefid adjustment shall be made to Account No. 354.4. 
Structures and Improvements, and Account No. 380.4, Treahnent and Disposal Equipment. The 
wastewater collection system shall bc considered 100 percent used and useful. According to the 
utility, all single family lots in the developmmt are built out with no remaining lots available for 
construction, and future development will require newly installed main extensions. 

RATE EASE 

Audit Adiustments 

Based on audit adjustments agreed to by the utility, plant in service shall be increased 
$114,555 for water nnd decreased 5307,196 for wastewater. Land and Land Rights shall be 
decreased by $57,386 for water and S207,86l for wastewater. Construction Work in Progress 
shall be reduced by $58,895 for water. Accumulated Depreciation shall be decreased $31,105 
for water and decreased $65,867 for wastewater. In its response to our s t a r s  audit report,’ 
Southlake agrecd to the audit findings and audit adjustments listed below. The following 
adjustments shnll be made to rote base. 

’ Audil Conlrol No. 09-0?1 -?-I, issued Apri l  W O Y .  
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Audit Findings 

AF No. I - Decrease PIS for Unsupportcd Plant 

A F  No. 3 -Transfer PIS from Water to Wastewater 

AF No. 3 -Transfer PIS from Wastewater to Water 

AF No. 3 -To Eliminate Duplicate Amount 

AF No. 6 - Reclassify Expcnsed Costs to i-apital Costs 

Plant in Service Adjustments 

Land and Land Rights 

AF No. 2 - Decrease Land 

Construction Work in Prog.ress 

AF No. 3 -Transfer Wastcwater CWIP to Water PIS 

AF No. 3 - Adjust CWII' itcm to Expensc 

Construction Work in Progress Adjuslmcnts 

Accumulated Depreciation 

AF No. 3 -Adjust A/D for CWIP / PIS Rdassification 

AF No. 6 - Increase AID for Reclassified Capital Costs 

AF No. I - Adjust AID for Undocumented Plant 

Accuinulated Depreciation Adjustments 

Water 

( 5  142.789) 

$0 

S 2 2 2.8 6 8 

$0 

S34.476 

$1 14.555 

4S57.386) 

($50.048) 

(s5.8471 

fE8.895) 

$2,486 

($431) 

$29.050 

2alLJLE 

Wastewater 

($176,812) 

S50,048 

($222,868) 

(Rl5,OOO) 

$57.436 

G307.196) 

4lfi207.861) 

$0 

- $0 

a 

$30,794 

($899) 

$35.972 

%hLp41 

Southlake could not provide supporting documentation for $142,789 in water plant and 
$ I  76,812 in wastewater plant. Therefore, we approve adjustments to remove these amounts and 
related Accumulated Depreciation of $29,050' for water and $35,972 for wastewater. 

Because the majority of  plant additions posted in the general ledger Plant in Service 
accounts are transferred fiom Construction Work In Progress (CWIP), an analysis of CWIP was 
performed. We approve the following adjustments: $50,048 to reclassify plant from water CWIP 
to wastewater Plant in Service; $222,868 to reclassify plant from wastewater to water; $15,000 to 
remove a duplicate payment made to il vendor for wastewater plant; $2,456 to water and $30,794 
to wastewater Accumulated Depreciation to reduce Accumulated Depreciation related to the 
reclassifications; and $5,847 to remove two water CWIP itcms which should have been expensed 
in prior years. 

I n  2004, the utility sold land with a book value of $20,000. In 2005, the utility had an 
addition to wastcwater land in the amount of $50,585. As shown bclow, Land shall be decreased 
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In accordance with our detenninatiorl that 24 pcrccnt of the wasiewater treatment plant 
shall be considered nonused and useful, wastewotcr Plant in Service sllall be decreased by 
$1,052,860, and related Accu~nulated Depreciation shall be decreascd by $266,100. 

We have made adjustments of ($493,910) to water and ($810,595) to wastewaler 
Accumulated Depreciation to reconcile the a.udited test yenr figures to thc utility's filing, Wc 
have also macle adjustments of $146,988 to water and $1 95,524 to wastewoter Accunlulated 
Depreciation. to reflect averaging adjustment:;. 

Southlake's MFRs included unamortized project costs of SI 17.088 (%50.000 for 
consumptive use pennit and $67.088 for rtte case expense) for water and $67.085 (rate case 
expense) for wastewater. Since these unamortized balances ai-e non-ilnnuol project costs, we 
have made adjustments to remove thein from rate base. The adjustments made are shown i n  the 
cliart below 

Commission Adiustmenh 

Plant in Service (PIS) 

To adjust PIS to year-end General Leclgc:r Amount 

To reflect PIS averaging adjustment 

Adjust PIS for Lack of Documentation (AF No. 3) 

Additional PIS Adjustments 

Construction Work  In Progress 

Adjust CWlP for Lack of Documentation (AF No. 3) 

To include test year additions to CWlP 

Additional CWIP Adjustments 

Non-Used and Useful PI:S 

Adjusl PIS for Net Nonused and Useful 

Accumulated Depreciati'on 

To adjust A/D to staff calculated General Ledger Amount 

Adjust AID on Nonused and Useful PIS 

To rcllect A/D averaging adjuslrnent 

Additional AID Adjustments 

Average Unamortized (non-annual), Project Cost 

Kcmove Unamortized Project Costs included i i i  MFR's 

\Vater 

($31,224) 

($5,645) 

- $0 

[$76.869) 

($ 145,941) 

$1 I .a46 

fi&8951 

u 

($493,910) 

$0 

$ 146.988 

G.346.922) 

4 ~ 1  I 7 . 0 s ~ )  

Wastewater 

($1 7,106) 

S382,800 

IS, 102.4661 

$263 7 7 s  

$0 

$I! 

a 

( $ 3 1  0,595) 

%266,100 

$ 195.824 

m48.67A 
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Workina Capital Allowance 

Rule 25-30.433(2), F.A.C., requires that Class 6 utilities use thc formula meihod, 01- one- 
eighth of operating and maintenance (OQM) expenses. io culculate the working capital 
allowa~ice. The utility has  properly tiled i t5  allowance for working capital using the formula 
niethod. W e  have made adjustments to Southlake's OBM expenses. A s  a result, we find ihat 
working capital of $60,965 and $93.214 sliiill be upproved for water and wastewater, 
respectivcly. This rcflccts a decreasc of $S,796 to the utility's requested woi-king capital 
allowance of $69,761 for water and a decrease of $1 8,470 to Southlake's requested allowancc of 
SI I 1,684 for wastewater. Details of the formula method for working capital are as follows: 

Working Capital Factor 
Working Capital Allowance 
Working Capital Allowance Per Filing 
Adjustment 

Water 
16487,721 

is 
$60,965 
$69.761 
@Z.E!Q 

wustcwil ter- 
$745.7 I2 

/s 
$93,214 

$1 11,684 

The appropriate amount of working capital fix Southlake Utility shall be $60,965 for water and 
$93,2 14 for wastewatcr. 

Contributions in Aid of Construction 

We directed performance of an analysis of CIAC for the years 1999 through 2008. 
Adjustments of ($22,756) to water and ($27,191) to wastewater were made to increose CIAC to 
the adjusted gencral ledger amount. We also calculated averaging adjustments of $13,828 for 
water and $ 19,666 for wastewater to reflect average balances. We find that test year CIAC shall 
be $3,955,193 for water and $5,360,474 for wastewnter 

For Accumulated Amortization of CIAC, we made adjustments of ($18.403) lo water and 
($99,460) to wastewater to decrease Accumulated Amortization of CIAC to the adjusted general 
ledger amount. We also calculated averaging adjustmeiits of ($48,194) for water and (1663,475) 
for wastewater to reflect average balances. We find that test year Accuinulaled Amortization of 
CIAC shall be SS24,009 for water and $1,401,350 for wastewater. 

Ratc Base Conclusion 

Based on our adjustments addressed above, we find that the appropriate average rate base 
for the December 31, 2008 test year is S3,312,594 for water and S534,143 for wastewater. Our 
approved watcr and wastewater rate bases are shown on Schedules Nos. I-A and I-B, 
respectively. The adjustments to rate base are shown on Schedule No. 1-C. 

RETURN Oh' EOUITY (ROE) 

The ROE requested in the utility's filing is 9.56 percent for the test year ending 
December 3 I ,  2008. I t  appears that the utility used the 2008 leverage formula and incorrectly 
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included dcposits when calculating the equ.ity ralio. Based 011 our appfinved 2009 leverage 
formula and an equity ratio of IO0 percent. we find that the appropriate ROE is 9.67 percent for 
both tlic walcr and wastewater rate bases. 

Southlake is located in the Central Florida Coordination Area (CFCA), encclmpassing 
portions of tlie SI. Johns River, Southwesi and South Florida Water Management Dislricts. 
These water managemenl districts jointly coricluded in 2006 that the availability of sustainable 
quantities of groundwater in central Florida :Ire iiisufficienl l o  meet futurr public water supply 
demands in the region. In addilion, these wal.er management districts concluded that alleniative 
water supply sources must be developed to meet increased demands in central Florida beyond 
201 3. The requirement to develop alternative water supplies was incorpornted by rule 
amendment in February NOS.' 

Soulhlake's noncompliance with SJRWMD's requiremenls has been ongoing since 2004. 
In March of 2005, the Dislricl issued the utility a Notice of Violation because the utility 
exceeded its allocaled withdrawal in 2004 by 66.5 million gallons (66.5 mgals), or approximately 
16 percent. Subsequently. the utility exceeded its allocated withdrawal in  2005 by 239.8 mgals, 
or approximately 57 pcrcent. These violations resulted in an executed Consent Order between 
thc Districl and the utility in July 2006. The primary condition of the Conseiil Order was that the 
utility not undertake any further withdrawnls SJf watcr except as authorized by District pennit or 
the Consent Order, Additionally, the Consent Order required the utility to retain a half-time 
position for B Water Conservation Compliance Coordinator and a full-time position for a Water 
Conservation field officer." 

On July I I ,  2006, the Districl issued Soulhlalce a CUP renewal, with an expiration date of  
January 1, 2009. District staff were concerned that withdrawals exclusively from the Upper 
Floridan Aquifer (UFA) to meel projected future demands could have adverse impacts on water 
resources and related natural systems. Based on the utility's past noncompliance, and tlie need to 
reduce or elirninate withdrawals from the UF.A as soon as possible, the peimil was issued for a 
short duration (two and one-half years), with :in expiration date of January 1, 2009. The District 
placed 37 conditions in the per~ni t .~  Substantive conditions in the pennit include: 

I )  

2 j  

3) 

timely submission ofpcriodic reports regarding water level data from UFA well C; 

implementation of the utility's watcr conservation plan on file with the District; 

a requirement of alternative distribution lines in new developments to enable reuse; 

Chaplcr 4OC-2, F.A.C. Specifics nre incorporated by rule in the App1icant.s I-landhook (sections 3. I .7, 6.5.4. and 
1Z.10.) 
" S e e  F.O.K. 2006-57, issued July 12, 1006, In re: Souiiilake Ulilities. 16654 CrossineBlvd.. Suite 2. Clcmioni. FL. 
34711. CUP No. 2392. ' SJKWMD Consumplivc Usc Perniil no. 2392 (District docunicnl n(3. Permil \vC 2392 6.dQ 
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initiation of a PSC rate case for a water conse~-ving rate structure. and keeping the 
District apprised of increased opcrating costs and const~uction p r o g ~ ~ ~ i i s ,  and how these 
will contribute to favorable conditions of the rate case; 

initiation of upgrades to thc waslcwoter treiltnment plant and distribution lines by January 
I I 2008, unless otherwise agreed to by the Districl; 

submission, upon coinpletion, of a report suminarizing the testing plan for Lower 
Floridan Aquifer (LFA) well F, and if blending UFA and LFA water is proposed, a 
demonstration that UFA withdrawals .will not cause environmental harm; 

a requireiiieiit that the tliree wetlalids idelitifid i i i  the pemiit be inoniiorcd; 

if sipificant unanticipatcd impacts to wetlands occurs, thc District shall revoke the 
permit, in whole or in part, until adverse impacts are mitigated; 

within 18 months of pennit issuance, the utility shall identify viable, potential water 
supply partners regarding development of water supply; and 

total withdrawals are not to exceed 715.4 ingals in 2006, 9193 iiigals in 2007 and 
1,040.25 mgals in 2008. 

In  April 2007, less than one year after the issuancc of its CUP renewal, the District issucd 
the utility a Notice of Violation regarding noncompliance with several of the conditions 
contained in the CUP.8 In addition, in January 2009, the District received a report from CH2M 
Hill which concluded that there appeared to be a drawdown of two feet in the surficial aquifer 
and three feet in the UFA. 

Currently, the utilit is in substantial r.oncompliancc with its CUP. Based on information 
obtained from the District, the utility has committed 22 violations and received 7 citations from 
July 1 1 ,  2006, through January 1,2009. Issues of noncompliance include or have included: 

1) 

r 

failure to keep the SJRWMD apprised of the status of construction programs and 
increased operating costs, and how these activities contribute to favorable conditions for 
initiating a rate ease with thc Commis:;ion to develop a water-conserving rate structure: 

failure to maintain flow rnctcr accuracy thresholds; 

failure to suhmit periodic reports of weekly water level data taken froin UFA Well C; 

failure to conduct hydrologic and photo monitoririg of specified wetland areas; 

2) 

3) 

4) 

SJRWMD violation nolice letter (District document IID. VinNrcLllr 2392 6 1247545.tif). 
I’ SJRWMD, Comprehensive Compliance Review. A U ~ U S I  3.2009. 
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5) 

6) 

Southlake and the SJRWMD have met on several occasions to discuss Southlake's 
noncompliance and possible remedies, but no agreements haue been reached. 

adversely impacting wetlands, lakes or spring tlows; and 

failure to identify viable, potential wa'ter supply partners by J a ~ i u a ~ y  2008 

We hnvc tlic authority to reduce a utility's ROE, and i i i  certain situations we have done 
so. Section 367.1 11(2), Florida Statutes. providcs that: 

If tlic commission finds that a ut i l i ty  has failed to provide its customers with 
water or wastewater service that liieeis ilic stanciards promulgutcd by the 
Depailinent of Eiivil-onmmtal Protection or the water management districts, the 
commission may reduce the utility's return 011 equity until the standards are met. 

Although i t  is within our authority to reduce Southlake's water ROE by 100 basis points for non- 
compliance, we choose not to implement a ROE reduction at this time. We encourage Southlake 
to work with the SJRWMD to expedite a resolution of any issues of non-compliance. As stated 
above, we find that the appropriate return on 'equity (ROE) is 9.67 percent for both the water and 
wastewater rate bases. 

COST OF CAPITAL 

As required by Rule 25-30.033(1)(~), F.A.C.. the utility included a schedule of its 
capital structure in its upplicntion. The test year amounts for cost of capital were taken directly 
from Southlake's MFR filing Schedule D-I . i3ascd on thc proper components, amounts, and cost 
rates associated with the capital structure for the test year ending December 31, 2008, and the 
water and wastewater ROES approved above we find that the overall weighted average cost of 
capital for water and wastewater is 9.47 perccnt. As shown on Schedule No. 2, the utility's 
capital structure consists of common equity and customer deposits. These rates are the result of 
the application of our 2009 water and wastewiter return on equity leverage bmph formula. 

NET OPERATING INCOiME 

We find that adjustments shall he made to reduce water O&hl by $137243, and 
wastewater O&M by $181,305. 

O&M Exuense 

We analyzcd Southlake's OgLM expenses for water and wastewater to determine if the 
amounts recorded in thc general ledger were accurately stared, and to determine if a difference 
exists between 0 & M  expenses reported in the general ledger and O&M exjienses reported in the 
filing. The utility's filing includes O&M expenses based upon projections for thc calendar year 
2008. Total O&M expenses per the utility filing are $624.9fi4 for water and $927,017 for 
wastewater Test year general ledger balances for OPrM water and wastewater expenscs are 
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%559.010 and $929,931, respectively, a difference o f  ($35,943) for nater atid $2,914 for 
wastewater. A n  adjustment of ($35.'W3) for watcr and $2,914 Ibr wastewater shall hc inade to 
the filing to reconcile i t  to thc test year general Iedgcr aniounts. 

Rate Case Expense Amortization 

Rate case expense shall be recovercd over four pcars for an annual cxpense of $62,233 
w,ith S31,111 allocated to water and $31,141 allocated to wastewatcr. As explained below, we 
removed utility rate case expeiisc of $65,307 for water and $67,307 for wastewater included in 
the test year. 

Consumptive Use Pcnnit 

In 2008, Southlake began preparation   fa CUP required by SJRWMD. A s  calculated by 
the utility, aiiticipated cosls total $103,950. Based on the last CUP issued, it appears that 
Southlake's CUP will be issucd by the SJRWMD for a period of diree years. Because of 
Southlake's non-compliance with SJRWMD requirements. it may be some time before the actual 
CUP is issucd. We find that an approprialc a:inortization period hr the CUP shall be five years, 
based on Rule 25-30.433(8), F.A.C., which :;tates "Non-recurring expenses shall he  amortized 
over a 5-year period unlcss a shorter or longei- period of time can he juslified." Since we cannot 
anticipale if or when SJRWMD will issue So:Jthlake its ClJP, we approve 3 five year period for 
amorlization of this permit, with annual amortization of $20,790. Costs incurred and expensed 
during the test period for the CUP are S 11,389. We approve the inclusion of an additional 
$9,401 in CUP permit costs for the test year. 

Purchased Power 

The utility's general ledger sliowed purchased power expense of $66,977 for water and 
$1 15,811 for wastewater for the test year. According to the audit report, purchased power 
expense for the test year of ZOOS was $68,692 for water and SI 1 7 3  14 for wastewater. We have 
made adjustments of 16 I ,7 I5 for water and $ 1,973 for wastewater purchased power expense to 
include purchased power expense that was incurred during the test period, but billed after thc tcst 
period. 

Land Lease 

According lo the audit report, for the test year the utility had a capital lease agreement 
with Southlake Development, Ltd. A capital lease requires a company to record the plant asset 
on its books and records, with payments inadc to the lessor used to reduce the cost of the land 
lease obligation. Instead, the utility recorded the payments to expense accounts 641 and 741 
(Rental of Building - Real Property) in the amounts of $ I  1,778 and $45,299, respectively. As 
this property is now owned by the utility, we find that these costs shall he removed from O&M 
expenses. 
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Contractual Services - Other 

Southlake included Contractual Services - Other costs of $8,250 in  water and $8,250 in 
wastewater for tlic test y c x  that wcre out-of-period non-recuning expenses. The costs were 
iiicurrcd in connection with an examination by the Internal Rcventle Service for tlie 2005 t n  

year. We have removed these costs from O&M as out-of-period expenses. 

Communication Exuense 

We hove rcviewed postage costs iricludcd in tlie utility’s communications expense 
account. Our auditors found suppoi7 for $ 1  !324 fflr water and s 1,324 for wastcwatcr postage 
expense. Southlake recorded $ 1,750 for \vatu and $1,750 for wmtewtcr postagc cxpcnse. Wc 
have made adjustinenis of ($426) to water and ($426) to w.stcwatcr communication expense to 
reflect the unsupported postage cost. 

Reclassification of Capital Costs 

We have determined that the utility cxpensed certain costs that should hove been 
recorded as capital expenditures. We have reclassified the following costs from O&M expenses 
to rate hasc: 

Mapping 
Sanitary Lateral Coniicctioii 
Lifl Station Construction 
‘Total 

Weter 
$34,476 

0 
0 

$34.476 

Wastewater 
$34,377 

$5,700 
?% 17.259 

Unsupported Exoense 

The utility bears the responsibility of maintaining documentation that supports its general 
ledger amounts. During the audit of O&M expense, Southlake could not provide supporting 
documentation for certain expense items recorded in the general ledger. Unsupported water 
expense totaled $20,3 15 and wastewater expense totaled $38,615. We find that these amou111s 
sliall be removed from O&M for tlie rest year. 

Based on the above adjustments, and our decision on rate case expense, which we will 
explain below, we find that OgLM expenses sliall be reduced by $137,243 for water and $181.305 
for wastewater. The following table reflects our O&M expense adjustments for the lest year 
ending December 3 1: 2008. 
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DescriDtion of O&M ExDense 
To adjust filing to 12/31/2008 General Lerlger (AF 
No. 6) 
To reflect staff calculated Rate Case expense 
To reflect CUP cost amortized over 3 year period. 
To adjust purchased power to lest year anmuiit 
To remove land lease expensc (AF  Yo. 6) 
To remove out of test year contractual ser\Ti.ces 
To reflect actual test year postage cost 
To reflect audit finding regal-ding reclassification of 
capital costs (Ai: No. 6) 
To reflect audit finding regarding Undocumenled 
Costs (AF No. 6) 
To remove test year rate case expensc (AF KO. 6) 

Total 

Rate Case Expense 

Commission Adjustments to 2008 
O&M - Water Wastewater 

($35,948) 
31,141 
9,401 
1,715 

(1  1,778) 
(8,250) 

(426) 

(34,476) 

(20,3 15) 
lhS.307) 

1$137.2431 

$2,914 
31.141 

0 
I ,!I73 

(45,299) 
(8.250) 

(426) 

(5 7,43 6 )  

(38.6 15) 
J67.307) 

[$I 81.305) 

Southlake initially submitted in its MFRs $268,350 in rate case expense, with an annual 
amortization expense of $67,086. The utility subsequently updated its estimated rate case 
expenses to $360,353. The breakdown of fees is shown below as retlected in thc Utility's MFRs. 

- MFR Utility Revised 

AcctglEng- Guastella & Assoc./PrintinglNoticing $158,350 $243,777 

In house/Adrninistrative - Cagan & Kitchens 
Accounting - DeNagyKorbin 
Filing Fee 
Total 

Actual Estimated - 
Lcgal- James Ade 77,000 87,851 

I0,OOO 
15,000 
8.ooo 

$268.35Q 

10,000 
10,725 
5.ooo 

S3h0.353 

Pursuant to Section 367.081(7), F.S., we are directed to determine the reasonableness of 
rate case expenses and shall disallow all rate case expenses determined to be unreasonable Wc 
have examined the requested actual expenses, supporting documentation, and estimated expenses 
for the current rate case. Based on our review, wc find that scvernl adjustments are necessary lo 
the reviscd rate case expense estimate. 

The first adjustment is to the hourly rate charged by Guastella Associates, which includes 
services by Mr. Gunstella and Mr. White. In this procccding. Mr. Guastella and Mr. White 
charged berwecn $195 - $275 per hour fcsr rate case expense. According to the invoices 
submitted, 1,142.5 total hours were billed for services provided by Mr. Guastella and Mr. White. 
We believe the hourly rates of$195 - $275 pier hour are high compared to other accounting and 
rate consultanls that practice hefore us. While Southlake's decision to retain Guastella 
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Associates for its expertise is reasonablc, it  docs not automatically Ibllow tha t  the custo~llers 
should have to bear the full costs for its seniccs. Wc lhave previously reduced Mr. Cuastella's 
hourly rate and found thal an hourly rate of' $140 was appropriate.'" Applying a sitnilar rate 
reduction i n  this docket results in a decrease t3 consulting and accounting fees of $79.380. 

The second adjustinent involves costs incurred lo correct deficiencies i n  the MFR tiling. 
Based on information obtained from Guastella Associates and Souihlake's counsel. Jim Ade, 
Southlake was billcd $7.695 by Guastella Ar,sociatcs and S3.835 by Mr. Ade Ibr colTecting the 
MFR deficiencies and revising the utility's filing. We have previously disallowed rate case 
cxpense associated with correcting MFR deficiencies because of duplicate filing costs." 
Accordingly. we find that $ 1  1,530 ($7,695 + $3,835) shall be removed as duplicative and 
unrcasonablc ratc case cxpensc. 

The third adjustment d a l e s  to costs incurred meeting with SJRWMD to discuss 
Southlake's non-compliance with its requirements. These costs would not have been necessary 
if Southlake had fulfilled the requirements agreed to in its CUP issued three years ago. We find 
that customers shall not have to pay for Southlake's non-compliance with SJRWMD 
requiremcnts. Therefore, we have removed S3,221 o r  Guastella Associates costs and $7,092 of 
Jim Ade's costs related to inecting with the SJRWMD regarding Southlake's ion-compliance 
with SJRWMD's requirements. 

Finally, we find that the estimated cos[ of $10,000 For in-house rdle case expense shall be 
eliminated. There is no supporting documentation that certain utility staft; who are already paid 11 

salary, worked any o v e r h e .  This cost component is duplicative and shall not be allowed. 

It is the utility's burden to justify its requested costs. Florida Power CO~II. v. Cressc; 413 
So. 2d 1187, I191 (Fla. 1982). Further, we have broad discretion with respect to the allowance 
of rate case expense, We believe i t  would be an abuse of discretion to autoinatically award rate 
case expense without reference to the prudence of the costs incurred in the rate case proceedings. 
Meadowbrook Util. Svs.. Inc. v. FPSC, 518 So. 2d 326, 327 (Fla. 1st DCA 1987). rev. den. 529 
So. 2d 694 (Fla. 1988). 

Southlake's' revised rate case expensc shall be decreased by $ I 11,222 for MFR 
deficiencies and for unsupported, unreasonable rate case expense. The appropriate total rate case 
expense shall be $249,13 1 .  A brcakdown of rate case expense is as follows: 

%e Ordcr Nos. PSC-OY-0385-FOF-WS. issued May 29, 2009, in Docket No. 060121-WS, I n  Re: Application For 
increase in w i e r  and wastewater rates in Alacliua, Brcvard. DcSotu. Hiahlands. Lake. Lee. Marion. Ordnre. P a h i  
Bench. Pasco, Polk Pulnam. Seminole. Sumler. Volus.ia. and Washinrton Counties bv Aqua Utililies Florido. Inc. 
and PSC-01-0327-PA.~-WU, issued Fcbrunry 6 ,  2001, in Docket No. 000295-WU. In Re: Annlication for increase 
in waterrates in Hiehlands Counlv bv Placid Lakes Utilities. Inc. 

" - See Ordcr Nos. PSC-OS-Ofi24-PAh-WS. issued June 7. 2005. in Docket No, 040450-WS. in Re: Application ror 

111 

rate increase in Manin County bv lndianlowri Comoan-Inc;: and PSC-OI-0326-FOF-SU, issued Febniary 6 .  2001, 
in Dockct No. 991613-SU. I n  Re: Application Cor increme in wasiewaier mtcs in Seven Smincs Svstcni in Pa%o 
Couniv bv Aloha Uliliiies. Inc. 
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Description 
Legal Fces 
Consultnnt Fees-G&W/Noticing 
Consultnnt Fees- DcNagyKorbin 
In-House Fees-Cnganll(ilclicns 
Filing Fee 
Total Rate Case Expcnse 

Annual ..imorthntio~i 

Utility 
Revised 

MIFR Actual 
-- Estimated 6r Estimated 

$77.000 $57.85 I 
155,350 243,777 
1s.000 10,725 
10,000 10.000 
5.ooo s.Oo0 m m  __ m 1 5 3  

Bir?z.ou8 $90.085 

Commission 
Adiustments Total 

(% 10,927) $76,924 
(90,295) 153.1152 

0 10,725 
( l0,000) 0 

0 8.ooo 
$249. I 3  I f$ I I I .22G 

Southlake's revised estimate o r  total rate case expense is $360,353. which would be 
$90,0SS amortized over four years. The appmved total rate case expense shall be amortized over 
Four years, pursuant to Section 367.0816, F.S., as mentioned earlier. Based on the data provided 
by Soutblakc and the adjustments approved above, we find that annual rate case amortization 
shall be$62,283, allocated S31,141 for water and $31,141 for wastewater. 

Taxes Other than Income 

Our staffs Audit Finding No. 7 shows that taxes other than income should be increased 
by $12,884 for water and $17,1 14 for wastewater. Wc have determined that the payroll tax \vas 
overstated by $134 and $104, for water and wastewater, respectively. The utility's filing 
understated the taxes other than income general ledger balance by 9; 17,979 for water and $22, I37 
for wastewater. In addition, the filing overstated regulatory assessnient fees (RATS) recorded in 
the general ledger by $4,961 for water and $,4.919 for wastewater. Details of these adjustments 
are as follows: 

T a m s  Other Than Income 
Description 

Puyroll Taxes - AF No. 7 
Property Tax - AF No. 7 
RAF - AF No. 7 
Total Adjustment 

-- Water Wastewater 
a1341 I$ I 04) 

si7.979 $22,13? 
($4,961 ) ($4.9 19) 
$_1&&4 $17.1 14 

Totnl 
(S238) 

$40, I 16 
($9.880) 
zi2&2.% 

Due to the nonused and uscful adjustment for the wastewater plant wc approved nbove, 
we find it nppropriate to decrease property !ax expense for the wnstewnter system by $S.SOG. 
Dctdiis ofthis adjustment are as fo~lows: 



ORDER NO. PSC-09-0623-PAA-WS 
DOCKET NO. 080597-WS 
PAGE 19 

Non-Used and Useful Ad,iustment to Property Tases 
Description 
Non-used and Useful PIS Adjustment 
Property Tax Rate 0.523% 
Propeily Tax Adjustment 

$k& Wastewa tcr 
$0 6 1,052,860) 

0.525o4l 0.5230h 
SO ($5,506) 

Southlakc included regulatory asscssincnt fees of $6,773 for wafer and $21,956 for 
wastewater for the adjusted test ycar, based on the utility calculated revenue Increase. We have 
reduced RAFs by $8,273 for watcr and .$21,S56 for wastewater for calculation test year revenue. 
Combining these adjustments, taxes other th,m income for the 2008 test year shall be increased 
by $4,61 I Tor water and decreased by $10,348 for wastewater, as shown below. 

Adjustnients Yo Tases Other Than Inconic w;l(cl. Wastcrvatcr 
Taxcs Other than Income 312,864 317,114 

Non-Uscd and Useful Adjustment to Property Taxes $0 ($5,506) 
Test year RAFs 

Net Depreciation Exueiise 

Southlake's filing included test year depreciation expense of $701,627 for water and 
$391,647 for wastewatcr. We havc calculated test year depreciation expense to be 5293,976 for 
water and 8263,580 for wastewater. We havc made adjustments of $92,349 to water and 
5 128,067 to wastewater to reflect test ycar depreciation. 

Audit finding No. 1 determined that $142,789 of water and $l76,8 I:! of wastewater plant 
in servicc did not hove supporting documentiition and shall bc rernovcd from rate basc. Rclated 
dcprcciation for tlicse amounts are $4,469 fcs water and $5,531 for waslewnter. which shall be 
removed from test ycar depreciation expense. 

Audit finding No. 6 reclassified $34,476 of water and S57,436 of wastewater costs that 
wcre expensed by the utility to capital expenditures. The relaled depreciation expense is 543 I 
for watcr and $899 for wastewater. Test year depreclatton shall be increased by S43 1 for water 
and $899 for wastewater. 

Audit finding No. 3 reclassified Plant in Sewice between water and wastewater accounts. 
We have made adjustments of 51,401 to wati:r depreciation expense and (S9.086) to wastewater 
depreciation expense to reflect depreciation related to the reclassifications. 

In accordance with our determinatior that 24 pcrcent of the wastewatcr treatment plant 
should be considered nonused and uscful, wc have made an adjustment of (S32.955) to reflect 
non-used and useful wastewater depreciation expense. 

Southlake's filing included $1 25,541 or  water ClAC amortization and $227,098 of 
wastewater CIAC amortization for the test year. We have calculated test year ClAC 
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amortization to be $1 13,913 for water and $150,033 for wastewater. Accordingly, we llave made 
adjustments of $1 1.628 lo water ClAC amortization, and $77,065 to wastewaler ClAC 
amortization to reflect test year ClAC ainorti:zalion. 

We find that bascd on (he above adjustments, net depi-eciation exi~ense for water sllall be 
increased by S 101,340 and net depreciation expense for wastewaler shall be increased by 
S 158,456. 

Net Operatinr lncome Conclusion 

The utility adjustcd test year revenues are $1,154,.327 for water and $1,293,21 1 for 
wastewntrr. i\s discussed above, we haw: niadc adjustincnts of (SI S3,853) for wntcr and 
(S487.912) for wastcwatcr to remove the utility's rcqucsted final revenue increase. we also made 
adjustmcnts of ($110,257) for water and (.%lC19,236) for wastewater to reflect overstatcd test year 
revenues in the utility's filing (see audit fiiilling No. 5). Based on Ihe above adjustments, the 
Commission adjusted test year operating inccime shall be SI 14,065 for water and ($339,644) for 
wastewater. 

PRE-REPRESSION REVENUE REOUIREkIENT 

We approve the pre-reprcssion revenue requirement shown i n  the chart below. 

Test Year Revenue 
Revenues Increase Requirement Increase 

Water $890,217 $208,872 $1,099,089 23.46% 

Wastewater $695,973 5405.5t17 S 1.104.560 58.7 l?'o 

The computation of the revenue requirement is shown on Schedules No. 3-A and 3-8. This 
results in a revenue requirement of $1,099,089 which represents an increase of $208,872 or 
23.46 percent for water and $1,104,560 which represents an increase of 5408,587 or 58.71 
percent for wastewater. These pre-repression revenue requirements will allow the utility the 
oppofiunity to recover its expenses and earn an overall 9.47 percent return on its investment in 
water and wastewater rate base. 

RATE STRUCTURE 

The current rate structure for the utility's water system is the BFC/uniforin gallonage 
charge rale structure, with a monthly BFC for a 5/8" x 314" meter of $8.9S. Customers are also 
charged $0.84 for each 1.000 gallons (kgnl) used. This rate structure is considered usage- 
sensitive, because customers are charged for all gallons consumed. The residential customer 
base is nonseasonal, with an average consumption per customer of 12.4 kgals per month. The 
current rate structure for the utility's wastewater system is the BFC/gallonage charge rete 
struclure, with a monthly BFC for a S/S" x 3/4" meter of $9.76. Residential customers are 
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charged SO.% for each 1,000 kgal used. with ti cap oil hilled montllly consumption of I O  kgals. 
General service custoiners are charged S1.02 per kgal used, with no cap on billcd consulnption. 

We take sevcrd things into considcration when designing rates, including the cuneiit rate 
st~ucture, characteristics of the utility's custciner base, various conditions of the utility's CUP, 
current and anticipated climatic conditions in the utility's service area, and the magnitude of the 
recommended revenue increase. Based on the magnitude of the approved watcr system revenue 
increasc, coupled with the need to reduce coiisumption to the extent possible, Ihe rate structure 
we have approved in this case places the entire revenue requirement increase into the gallonage 
charge. We considered our approved rate slruclure. along with two alternatives. as shown on 
Table RS below. As indicated by the values shown on Table RS, when compared lo the current 
ratc stiucturc, Allcmativcs I and 2 hoih result in  piice dccrcases at certain levels of consumption. 
Therefore, our approved rate structure will be inore elTective than the alter-nalives in encouraging 
watcr conscrvatioii 

T.GLE RS 

SOUTHLAKE LITILITIES, INC. 
COkIMISSION APPROVED AND ALTERNAI'IVE RATE STRUCTURES 

FOR THE WATER SYSTEM'S RESIDENTIAL CUSTOMERS 
PRE-REPRESSIiON ANALYSIS 

Current Rote Structure nnd Riitcs 
BFC/unifimn kgal 

E FC 
All kgiils 

$8.98 
513.18 
511.38 
S?I.!iS 
%?5.18 
S?V.')S 

Avpruvcd Rnte Structure arid Rates 
Tlmc-Ticrurl It~ulining.Blocka - hlontlily 

Cmrumption OF 11-10 Kgnls; 10.001-21) Kguls; 
20t Kgals I/  BFC = 34.85 percent 

Riac Facion- (9 I .I]. I .5 and 2.0 

5 

I S  
i n  

1 U  
15 

S8.98 
50.99 
$1.38 
Y1.97 

S8.98 
s 11.~13 
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Cuns lkrull 
I 1  
S %13.Il3 
I O  
I S  
211 
25 

57.73 

$18.33 I O  
1626.28 15 
$34.23 10 
$44.83 25 

Tn order to recognize the capital intensive nature of wastewater facilities, we find that the 
wastewater BFC shall be set to recover 513 percent of the revenue requirement. Both the 
residential and general service gallonage charge portions of the utility's wastewater rate structure 
are consistent with our prior practice. A complete discussion of our rare structure methodology 
is contained in Attachment A. 

Bascd 011 the foregoing, the infomiation contained on Table RS, and the discussion 
contained in  Attachment A, we find that the appropriate rate structure for the utility's water 
system is a three-tiered inclining-block rille structure, applicable to residential customers, with 
usage blocks for monthly consumption of: 1) 0-10 kgals; 2) 10.001-20 kgals; and 3) 
consumption in excess of 20 kgals. The usage block rate factors shall be 1.0. 1.5, and 2.0, 
respectively. The BFCiunifonn gallonage charge rate structure shall be applied to the utility's 
general service water customers. The BFC cost rccovcry allocation for the water system shall be 
set at 34.9 percent. The appropriate rate sbucture for the utility's wastewater customers is the 
BFC/gallonage charge rate structure. Residential wastewater consumption shall be capped for 
billing purposes at IO kgal per month. The general service wastewater gallonage charge shall be 
1.2 times the corresponding residential gallonage charge. The BFC cost recovery allocation shall 
be set at 50 percent. 

REPRESSION ADJUSTMENTS 

We find that rcpression adjustments to Southlake's water and wastewater systems are 
appropriate in this case. I<esidential water consumption shall be reduced by 3.6 percent, 
resulting in a consumption reduction of approximately 9,205 kgals. Total residential watcr 
consuniption for rate setting is 245,635 kgals. Total water consumption for rate setting is 
530,483 kgals, which represents il 1.7 percent reduction in  overall consumption. The resulting 
water system reductions to revenue requirements are $1,172 in purchased power expense, 15482 
i n  chemicals expense and $78 i n  RAFs. The post-repression revenue requirement for the water 
syslem is $1,083,212. 
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Residential wastewaler consumption s l ia l l  be reduced by I .? pcrccnt. rcsulting in a 
consumptioii reduction of approximately 1,768.5 kgals. Total residential wilstewater 
consumption for rate setting is 133.1 32.5 kgdls. Total wastewater consumption for rate setting is 
355,401.5 kgals, which represents a 0.5 perce:nt reduction in ovcrall consumption. Tile resulting 
wastewater system reductions to revenue requirements are SI .063 in sludge removal expense, 
$583 in purchased power expense, $158 in chemicals cxpcnsc. and $85 in RAFs. The post- 
repression revenue requirement for the wastewater system is 5 I, I07,670. 

In order to monitor the effects of both the changes in rcvc~~ues and rate structure, the 
utility shall prepare inonthly reports detailir~g tlic number of bills rendercd, the consumption 
billed. and the revenues billed for each system. In addition, the reports shdl be prepared, for 
both the water and wastewater systems, by cl.lstoiner class and meter sizc. Thc reports shall bc 
filed with our staff, on ii semi-onnual basis, for a period of two ycars beginning the first billing 
period after the approved rates go into effect. To the extent Southlake makes adjustments to 
consumption in m y  month during the reporting period, i t  shall file a revised monthly report for 
that month within 30 days of any revision. 

Using our database of utilities that have prcviously had repression adjustnients made, we 
calculated repression adjustments for this utility based upon the recommended increases in 
revenue requirements for the test year, 1isin.g a price elasticity of  demand of -0.2 applied to 
consumption in the second and third usage blocks, as requested by the utility in its filing. 
Allhough we typically approve a price elasticity of demand of -0.4, we have used tlie utility’s 
requested value of -0.2. Otherwise the methodology for calculating repression adjustments is 
same methodology that we have approved in Flrior cases.” 

The filing requirements for these repression reports have traditionally bcen on a quarterly 
basis. In the recent Labrador Utilities’ case in Docket No. OSO249-WS, we approved requiring 
the reports on a semi-annual, rather than a quarterly, basis.” For purposes of consistency and 
equal treatment among utilities, on a going-forward basis the reporting pcriod shall be on a semi- 
annual basis. Reporting periods shall not be any longer than semi-annual. AS we design more 
aggressive consewation-oriented rate structures, i t  is important to obtain infonnation regarding 
consumption changes on il frequent basis. 

Based 011 the foregoing, repression adjustments to tlie utility’s water and wastewater 
systems arc appropriate. Residential water consumption shall he reduced by 3.6 percent, 
resulting in a consumption reduction of approximately 9,205 kgals. Total residential water 
consumption for rate setting is 245,635 kgnls. Total warcr consumption for rate setting is  
530,453 kgals, which reprcscnts a I .7 percent reduction in  overall consumption. The resulliny 
water system reductions to revenue requirerncnts are $1 , I  72 in purchased power expense, $452 

I’ - Scc Order No. PSC-08-06??-PAA-\YU. issued 5iepiember 24, X O R .  in Docket No. OG054O-\VU, 
Apuficolion For incrraae in waier rates i n  l’i1sco Counlv bv Colonial Manor Ulilily Comuanv; Order Nu. PSC-07- 
03x5-SC-WS. issued May I ,  2007. i n  Dockri No. Oh0.’i7S-\\‘SI In re: Amlicelion for sinff-nssisted rule cnse in  Lee 
Counlv by Usrnoa lslsiid Ulililv. Inc. 

Unckcl No. UXO24Y-WS. In re: Anolicniinii h r  incrcasc in wzlcr and ~wsiewaiei  m c s  in Pssco Couniv bv Labrador Utiliiie;, 
- I I lC. 

I3  



ORDER NO. PSC-09-0623-PAA-WS 
DOCKET NO. 080597-WS 
PAGE 24 

i n  chemicals expense and $78 in RAFs. The post-repression revenue requirement for the water 
system is $ I  ,083,2 12. 

Residential wastewater consumption shall be reduced by I .3 pcrccnt, resulting i n  a 
consumption reduction of app~oximntely I ,768.5 kgals. Total residential wastewater 
coiisumption for rate setting is 133,1323 lcgals. Total wastewater consumption for rate setting is 
355,401.5 kgals, which represents il 0.5 perccnt reduction in  overall consumption. The resulting 
wastewater system rcductions to revenue re'quirements are S: 1,063 in  sludge removal cspeiisc, 
S583 in  purchased power expense, $158 i n  clicmicals expense, and $85 in RAFs. Thc post- 
repression revenue requirement for tlie wastewater system is $1,102,670. 

WATER AND WASTEWATER RATES 

Excluding miscellaneous service revmues, rhe water rates we approve in  this case are 
shown 011 Schcdule No. 4-A, and arc designed to produce revenues of $1,083,212, 
Approximately 24.9 perccnt (or $373,043) of the water monthly service rcvenues is recovcred 
through the base facility charges. while approximately 65. I pcrcent (or $705,170) represcnts 
revenue recovery through the consumption charges. Excluding miscellaneous service revenues, 
the wastewater rates we approve sIiowii on S,cliedule No. 4-8 are designed to produce revenues 
of $1,102,670. Approximately 50 percent (or $551,335) of the wastewater monthly service 
revcnues is recovered through the base facility charges, while approxiinatcly 50 percent (or 
$55 1,335) represents revenue recovery through the consumption charges. The utility's private 
fire protection rates are based on 1/12 of the recommended base facility charge for tlie utility's 
meter sizes, consistent with Rule 25-30.465, F.A.C. 

Southlalte shall file revised tariff sheets and a proposed customer notice to reflect the 
rates we have approved. The approved rate!; shall be effective for service rendered on or after 
the stamped approval date of Ihe revised tariff sheets pursuant to Rule 25-40.475( I) ,  F.A.C. The 
rates shall not be iinpleinented until our staff has approved the proposed customer notice. The 
utility shall provide proof of the date notice was given no less than 10 days after the date of the 
notice. 

INTERIM REFUND 

By Order No. PSC-09-01 16-FOF-WS, issued February 25, 2009, wc authorized the 
collection of interim water and wastewater rates, subject to refund, pursuant to Section 367.082, 
F.S. Thc approved intcrim revenue requirement is $1,038,910 for water and $1,034,391 for 
wastewater, which represcnts an incrcnse ofS47,301 or 4.77 percent for water, and $238,093 or 
29.90 pcrcent for wastewater: 
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Interim versus Final Rate lncrease - Refund 
Calculation 

Total 2007 Test Year Revenues 
Less: Miscellancous Reveiiucs 
Test Year Revenues from Service Rates 
Revenue Increase 
Oh Service Rate Increase 
2007 Test Year Revenue and Interim Revenue 
Increase 
2008 Test Year Revenue Increase 9.0 
2008 Test Year Revenue 

2008 Test Year Revenue 
2005 Rate Case Expense Grossed-Up for RAI’ 
2008 Test Yeor Revenue less Rate Case Expense 
2007 Test Year Revenue and Interim Revenue 
Increase 
Excess of lntcriin Collected 

Escess of Interim Collected 
Months 
Per Month / Collection Period Difference 
Number of Months Interim Rates Collected (April 
- Sept 2009) 
Refund Amount (SO if2008 Revenue w/o Rate 
Case Expense > 2007 Revenue) 

$091.639 

%973,51 I 
$47.301 

15.125 

S I.038.940 

23.4604 
S 1,099,089 

$1,099,099 
(S32.608) 

$ 1,066,48 I 

$1,038.940 

-0- 

-0- 
12 
-0- 
- 

- 6 

-0- 

Wastewater 

$796,297 
0 

$796,297 
$2.38.093 

29.900io 

$ I  ,034,39 I 

55.719.6 
S i  , I  04,560 

$1,104,560 
($32.608) 

$1.07 1,952 

$1,034,391 

-0- 

-0- 
- 12 
-0- 

6 

-0- - 

According to Section 367.082, F.S., :any refund shall he calculated to reduce the rate of 
return or the utility during the pendency of the proceeding to the same level within the range of 
the newly authorized rate of return. Adjustments made i n  the rate case test period that do not 
relate to the period interim rates are in effect, shall he removed. Rate case expense i s  an examplc 
of an adjustment that is recovered only after final rates arc established. 

In this proceeding, the test period for establishing interim rates was December 31. 2007, 
and the final rates are based on the 12-monih period ending December 31. 2008. Southlake’s 
approved interim rates did not include any provisions for pro fonna or projected operating 
expenses or plant. The interim increase wa!; dcsigned to allow recovery of the last authorized 
range for equity earnings. 



ORDER NO. PSC-09-0623-PAA-WS 
DOCKET NO. 080597-WS 
PAGE 26 

To determine whether a refund of interim rates is appropriate, w e  calculated a revised 
interim revenue requirement utilizing the :same data used to establish final rates. Rate case 
expense was excluded because the item is prospective in  nature and did not occur during tlis 
interim collectit)n peiiod. Water interim rates produced ;1 revenue deficit of (527;541) snd 
wastewater interim rates produced :I revenuc: deficit of ($37,56 I ). We have therefore determined 
that inn refund ofinterim rates is due. 

FOUR YEAR RATE REDUCTION TO RElVlOVE AMORTIZED RATE CASE EXPENSE 

Section 367.081 6, F.S., requires rates to be reduced irnniediately following the expiration 
of the four-year amortization period by the .amount o f  the rate case expense previously included 
in thc rates. The reduction will reflect the removal of revenues associated with the amoilization 
of rate case expcnsc and the gross-up for IXAFs, which is 53 1: I4 1 for watei- and $3 I , I  41 for 
wastewater. The grossed-up amount, factoring in a RAF of 4.5 percent, equals S32,60S for both 
water and wastewater. The decreased revenue will result i n  the rate reduction identified on 
Schedule Nos. I - A  and 4-B. Southlake shall file revised tariff sheets and a proposed customei- 
notice to reflect the rates we have approved. The approved rates shall be effective for service 
rendered on or after the stamped approval clate oF the revised taiiff'sheets pursuant to Rule 25- 
30.475( I ) ,  F.A.C. The rates shall not be implemented until our staffhas approved tlie proposed 
customer notice. Southlake shall pi-ovide proof of the date notice was given no less Uian 10 duys 
after the date of the notice. 

/ 

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

NARUC UNIFORM SYSTEM OF ACCOUNTS 

To ensure that the utility adjusts its lbooks in accordance with the Commission decision, 
Southlake shall provide proof, within 90 days of the final order issued in this docket, that the 
adjusunents for all the applicable NARUC USOA primary accounts have been made. 

Based on the foreping, i t  is 

ORDERED by the Florida Public Slervice Commission that Southlake Utilities, Inc.'s 
application for general rate increase in watcr and wastewater systems in Lnke County is hereby 
approved ns set forth in the body ofthis Order. It is further 

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

ORDERED that all matters contained i n  the attachments and schedules appendcd hereto 
are incorporated herein by reference. It is fullher 

ORDERED that Southlake Utilities, Inc. i s  hereby authorized to charge the new rates as 
set forth in rlie body ofthis Order. It  is further 
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ORDERED that iii ordcr to monitor the effects of hoth the changes i n  revenues and rate 
structure detennined i n  this case, Southlake IJtilities: Inc. shi l l l  prepare monthly reports dctailing 
the number of bills rendered, the consumpticmn billed and thc rcvenues hilled for each system. In 
addition, tlie reports shall be prepared, for both the water and wastewater systems, by customer 
class and meter size. The reports shall be filed with our staff, on n semi-annual basis, far a 
period ol'two years beginning the lirst billing period after the approved rates go into effect. To 
tlie extent Southlake makes adjustiiients to consumption i n  any month during the reporling 
period, i t  shill1 file a revised monthly report for that month within 30 days of any revision. It  is 
further 

ORDERED that Southlakc Utilities shall filc:  rcviscd tariff sliccts and ;I 111-oposcd 
%ustonier noticc to reflect the rates w e  have approved. It is further 

ORDERED that the approved rates shall not be implemented until our staff has approved 
the proposed customer notice and the notice has been received by the customers. The utility 
shall provide our staff with proof of the date notice was given within I O  days after the date of the 
notice. It is furthcr 

ORDERED that the approved rates shall be effective for service rendered on or afler the 
stamped approval datc on thc tariffshcets, pursuant to Rulc 25-30.475( I). Florida Administrativc 
Code. Thc tariff sheets shall be approved upon our stafPs verification that Ihc tariffs are 
consistent with this Order and that the customer notice is adequate. It  is further 

ORDERED that pursuant to Section 367.081 6, Florida Statutcs, the water and wastewater 
rates shall be reduced, as shown on SchedLle Nos. 4-A and 4-8, to remove rate case expense 
grossed-up for regulatory assessment fees and amortized over a four-year period at the end of the 
four-year rate case expense amortization period as set forth in tlie body of this Order. It is 
further .. 

. .  ' ORDERED tbat the utility shall file revised tariff sheets and a proposed custoiner notice 
setting forth the lower rates and the reason fclr the reductions no later than one month prior to the 
,actual date of the required rate reduction. I f  the utility files this reduction in conjunction with B 
piice index or pass-through rate adjustmcnt, :separate data shall be filed for the price index and/or 
pass-through increase or decrease, and for the reduction in rates due to the amortized rate case 
expensc. I t  is further 

ORDERED that the decrease in rate:$ shall become effectivc immediatcly following the 
expilation of the four-year rate case expense recovery period, pursuant to Section 367.08 16. 
Florida Stalutes. I t  is hrlher 

ORDERED that Southlake shall provide proof, within 90 days of the issuance of tlic final 
order i i i  this docltet, that adjustments to a11 the applicable NARUC USOA primary accounts have 
bccn made to comport with the detcrminatioris made herein. I t  is further 
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ORDERED that thc provisions of iliis Order. issued as proposed agcncy action, shall 
become final and cffectivc upon the issuance of a Consummating Order uiilcss an appropiiate 
petition. in  the form provided by Rule 28-1 06.201, F.A.C. is received by the Commission Clcrk. 
2540 Sliumard Oak Boulevard, Tallahassee, Florida 32399-0850: by the close of business on the 
dale set foi-th in the 'Woticc of Further Procc:edings" attached hereto. I t  is funher 

ORDERED that this docket shall remain open for our slafi-s verification that tlie revised 
tariff sheets and customer nolice have been riled by the utility and approved by staff. Once these 
actions are complete, in the event that this Order becomes final, this docket shnll be closed 
administratively, and the corporate undertak;ing shall be rcleased. 

By ORDER o f  tlie Florida Public Service Commission this 15111 d a y  of Septeinher, 20(19. 

Commission Clerk 

( S E A L )  

MCB 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569( I ) ,  Florida 
Statutes. to notify partics or any adininistrativc henring or judicio1 review of Commission orders 
that is available under Scctions 120.57 or 12:0.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or resull in  the relief sought. 

As identified in the body of this order, our action, except for tlie lour year statutory rate 
reduction and the requirement of proof of adjustment to tlie utility's books and records, is 
preliminary in nature. Any person whos,e substantial interests are affected by the action 
proposed by this order may file a petilion for a formal proceeding, in the form provided by Rule 
28-1 06.201, Florida Administralive Code. This petition must be rcccived by the Office or  
Commission Clerk, at  2540 Shumard Oak I3oulevard, Tallahasscc, Florida 32399.0350, by the 
closc of busincss on Octobcr 6.1009. lfsucli a petilion is filed, mediation may be available on n 
case-by-case basis. If  mediation is conducted, i t  does no1 affect a substantially interested 
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person's right to a hearing. In the absence cif such a petition, this order shall beconic cffcctive 
and final iipoii the issuance of B Consummatiiiy Order. 

Any objection or protest filcd in this doclict before the issuance datc of this order is  
considcrcd abandoned unlcss it satisfies the forcgoing conditions and is rcnewcd within the 
specified protest period. 

Any party ndverscly affected by the Commission's final nction in this inattcr may request: 
( I )  reconsideration of the decision by 1ilin.g a motion for reconsideration with the Ofiicc of 
Coinmissioii Clerk, within fifteen (15) days of I h e  issuance of this order in  the form presciihcd 
by Rule 5 2 2 . 0 6 0 ,  Florida Administrative Code; or (2) judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone utility or the First Disti-ict Court of Appeai i n  
the case of a water or wastewater utility by filing a notice of appeal with the Office of 
Commission Clerk and filing a copy of the notice of appeal and the filing fce with thc 
appropriate court. This filing musL be complcled within thirty (30) days after the issuance ofthis 
order, pursuant to Rule 9.1 10, Florida Rules of Appellate Procedure. The notice of appeal must 
bc in Llir form specified inRulc 9.900(a), Florida Rules ofAppellate Procedure. 
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SOUTHLAKE UTILITIES. INC. 
.TEST YEAR ENDED DECEMBER 31,2008 

A.TTACHklENT A 
PAGE 2 

DETERMINATION OF APPROPRIATE RATE STRUCTURES (nrnr.)  

W+\TER 
CONSERVATION 
INITIATIVE INW 

FLOlllDA STATUES 
rc: WATER 
CONSERVATION 

CLIMATIC 
CONDITIONS 

WATER SYSTEhl 
USAGE PATTERNS: 

WATER SYSTEM 
BFC COST 
RECOVERY: 

Wulur Suonly. December 2004. 
National D r w g l r t  Miripotinn Center. US. Drwght Mor, tor, July Xi ,  ?IW) 
Southuast Regional Climate Center. July IO .  2009. 

?,I 

I, 
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SOUTHLAKE UTILITIES. INC. ATTACHMENT A 
TESTYEAR ENDED DECEMBER31,2008 PACE3 

DETERMINATION OF APPROPRIATE RATE STRUCTURES (ruur.1 
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Southlnke Utilities. Inc. 
Srlicdulc 01 Worcr Ilnrc llnse 
Test Yrnr Ended 12/31/08 

Sehcdulc No. 1-A 
Docker No. 080597-WS 

Test Year Utility JAdjiistcd Coninlirsiun Commission 
Per Adjust- Tesr Yenr Adjust- Approved 

Description Ulilily nicnts Per Utility nicnts Tesr Yeiir 

I Plant i t i  Srrvicr 

5 30"-used antl LJsclul Cornpoitents 

4 Accurnulnlcd Dcprcciation 

5 CiAC 

6 Amoriizarion orClAC 

7 Constl-ucrion \Vork in Progress 

8 Ad~,unces for Consnumion 

9 Working Capital Aflowonce 

0 Avg Unamortized Project Cons. 

I RateBnse 

57.078.292 

Ij.3.ZSh 

0 

(I .071.7001 

(3,052.Wl) 

')5;.;7h 

77.9.063 

(123.121) 

6%761 

1 17.088 -- 
u r n  

($33.425) S7.044.Sb7 

0 1;3.286 

0 0 

IOO.RI4  (970,076) 

6.7% (3.946.235) 

(oz.7711) wn.606 

U 77S.064 

0 (123,121) 

0 W7bI 

- 0 -  

$3,993.34Q 

SR7.686 

157.3361 

so 

(31 3.817) 

(8.05s) 

(66,5971 

(193.7'10) 

0 

(9,796) 

$7. 132.553 

575.900 

0 

(l.?86.793) 

(3,035,103) 

11'4.000 

5S4.Z74 

[ 123.1 2 I ) 

60,065 
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Suitllilulre Ulilitics, 1st. 
Seltedule ofWnstov;irer Rale Base 
Test Yriir Elided 12/31/08 

Sclicdulr No. 1-B 
Duckct No. 080597-WS 

Test  Ycnr Utility Adjusted Commission Commission 
PE, Adjust- Test Yeor Adjust- Approvcd 

Description Ulility menls Per Utility "tents Test Year 

I Plan1 in Service 

2 Land and Land Riglilr 

3 Non-uscil and IJsclul [NI.ILI) Plant 

4 Accumulaled Depreciation 

5 ClAC 

6 Amortization oiClAC 

7 Advanccr fbr Construction 

3 Consrructioii Work in Progress 

9 Working Capital AilowaiicL1 

10 Avg Unainoriizcd Project Costs. 

I I R i t e  Bnsc 

%7..342.290 ($27.498) 57.314.801 (S43.9GS) $7.270.833 

55R.44h 0 558.446 (207,861) 350.585 

0 0 0 (1.052.660) (1.052.860) 

( I  .721.598) 131.790 (I.569,ROR) (?R2.804) (I .87?.61?) 

(5.361.589) Il.I140 (5.35?.949) (7.525) [5.10U.474) 

1.677.R34 [ 113.549) 1.564.285 ( IG?,9j5)  1,4Ul.j50 

(20S,XOj) 0 (295,893) 0 1295.8931 

0 

I I I .684 

g m  

0 0 0 

0 111.684 [I S.47O) 

- & L w  0 (07.088) 
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5 8" .: 3 4" 
1,' 
1.1 ?" 
2" 
1" 
4- 
h" 

S8.'J8 
512.45 
s44,~lIl 
171.85 

214J.70 
5224.51 
S44'1.111 

50.X4 
50.84 
50.84 

sn.w 
512.45 
M4.W 
171.85 

5 143.11l 
52ZJ.Sl 
Z149.113 

s0.u 

214.VE 
52J.75 
S74.LiJ 

514107 
5149.67 
5119.1~7 

S M ~ I . ~ , ~  

50.41 
523.55 
547.ux 
575.JJ 

Slj5.42 
S4711.Ri 

si5ii.hn 

SI1.8B 

JlI.U8 
sii.nn 

5'1.41 
s23.s.) 
s47.11x 
575.34 

5 1511.68 
S235.4? 
snii m s  

Jll.88 

514.96 
S2J.73 
571.Xl 

S1'iLI.h7 
5149.07 
114'1.67 
SI40.1~7 

SY.82 
521.115 
544. I I 
uii.sn 

S I 4  I .I 1 
5221l.?L 
Y41.11 

$11.~12 
SI.37 
5 1 3 3  

s s x  
572.U.r 
s44.11 
S7U.SX 

5141.17 
s2211.5.F 
5441.11 

si.115 

si.t.sr9 
S23.?LJ 
541,.SY 
SlL 78 

Sl4L.56 
(IZJ?.X,I 
$334.78 

58.08 
522.45 
544 'Ill 
S71 Y4 

5141 hX 
5221 511 
s449 UII  

51.111 
51.52 
sa11 

sn.11~ 
521.45 
544.~10 

SI41.68 
2124 511 
5440.1111 

SI.JJ 

271.n4 

53.74 
F5.0'1 

21 I.V7 

SJl.47 
l i W 7  

s i n 7 1  

sm1.32 

SI2.1ll 
2 14.113 
5IV.OU 

5u.27 
5u.b7 
51.3j 

5113 
54.26 
S(,.l>h 

511.32 

s11.03 
su.115 
SIUlh 

s11.27 

51.3) 
52.13 
51.26 
56.hh 

213.32 

so.111 

50.67 

SO. I I 
511. I 8 
su.311 
5u.5h 
51.11 

5z.44 
2 I .7n 
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I " 
1-1'1' 
2' 
I' 
4" 
6%' 

SU.!IX 
F22.45 
5.I.I UI) 
571 Hi 

5141 711 
$224.51 
s44v.113 

5lW4 
511.84 
SU.84 

sn.g)n 
522.4s 
S&.'IlI 
571.85 

$141.70 
2224.51 
544'J.lIl 

511.64 

s w w  
523 7.5 
S74Ji3 

5 149.67 
S14Llh7 
SI4ll.67 
5 I 49.h7 

5'1.42 
S23.54 
51711Y 
5 7 r 4  

S151l.1~8 
SL15.42 
5471l.Yj 

su.xu 
sn.88 
50.H8 

S'J.4? 
523.54 
S47.IIX 
275.34 

5 I 50.hK 
2133.42 
S47U.U3 

sn.nx 

SI'I.'IX 
521.75 
S74.81 
514'M7 
514'1.07 
SIJO.Il7 
S14'1.67 

SY.82 
522.115 
S.IJ I 1  

S IJ l .17  
bl l l l .5 i  
5441.11 

5711 in 

511.n 
$1.17 
2133 

sm.x? 
sz2.us 
544.1 I 
S7ll.SU 

5141.17 
$22O.S5 
1441.11 

51.115 

SI4.50 
523.2Y 
SJh 58 

SIJS.?h 
5132 X'J 
S334.78 

r72 7n 

sn.w 
s22.45 
S.14~411 
S'I.H4 

SI4l .hS 
524.511 
5440.011 

51.01 
51.52 
S2.02 

sn.'i8 
s22.45 
544.911 
571.84 

5224.50 
5449.00 

SI.13 

s i 4 3 . h ~  

53.74 
55."Y 

511.97 

517.42 
S j W 7  

218.71 

582.32 

s12.01 
514.03 
214.08 

511.27 
5ll. lh 
51 13 
SI I 3  
S4.X 
16.60 

SIJ.17 

S0.Ul 
SO.11S 
S1I.IH 

20.27 
211.67 
51.31 
52. I1 
54.26 
%.Ob 

511.32 

s m  

S K I  I 

SU.Il, 

1 1 . 1 1  
51 78 
52.44 

50. I n 

xn 16 
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SIl.SB SI.!:! 

59.16 S12.68 
524.41 531.71 
S ~ K  nu 563 1'1 
S7Y.IlH 51111.4.l 

I; 156. I 8  S1112.MY 
5224.1)2 529i.110 
S44Y.U2 5561.98 

51.112 SLJ! 

51.38 SI1.IW 

511.4.1 
51.119 
52.19 
53.511 

s237.2  m u  
S370.75 5111.')5 
s741.50 521.8~1 

51.66 

519.97 
521.71 
S2S.ll.l 

som 



BEFORE THE FLORIDA PIJBLIC SERVICE COMMISSION 

In re: Application for general rate increase 
water and wastewater systems in Lake 

DOCKET NO. 080597-WS 
ORDER NO. PSC-09-0699-CO-WS 
ISSUED: October 20,2009 by Southlake Utilities, Inc. 

coNsuME/IATING ORDER 

BY THE COMMISSION: 

By Order No. PSC-09-0623-PAA-WS, issued September 1 5 ,  2009, this Commission 
proposed to take certain action, subject to a I'etition for Formal Proceeding as provided in Rule 
25-22.029, Florida Administrative Code. No response has been filed to the order, in regard to 
the above mentioned docket. It is, therefore. 

ORDERED by the Florida Public Smvice Commission that Order No. PSC-09-0623- 
PAA-WS has become effective and final. It is further 

ORDERED that this docket should remain open. 

By ORDER of the Florida Public Service Commission this 20th day of October, 2009. 

.A ANN COLE 

Commission Clerk 

( S E A L )  

MCB 
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NOTICE OF FURTHER PRO<- 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any judicial review of Commission orders that is available pursuant 
to Section 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 judicial review will be granted or result in 
the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request 
judicial review by the Florida Supreme Court in the case of an electric, gas OT telephone utility or 
the First District Court of Appeal in the case of a water and/or wastewater utility by filing a 
notice of appeal with the Office of Commission Clerk and filing a copy of the notice of appeal 
and the filing fee with the appropriate courl. 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 notice of appeal must be in the form specified in Rule 9.900(a), Florida Rules of 
Appellate Procedure. 


