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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application of SOUTH SEAS 
UTILITY COMPANY for a rate increase 
in Lee County 

) 
) 
) _______________________________________ ) 

The fo 1 l owing Commissioners 
dispositi ~n of this matter: 

DOCKET NO . 881518-SU 
ORDER NO . 22094 
ISSUED: 10-26-89 

participated in the 

MICHAEL McK. WILSON, Chairman 
BETTY EASLEY 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER ACCEPTING STIPULATION, REVIVING ORDER NO . 21754 
AND MODIFYING IT ACCORDINGLY 

BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Serv ice 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a person whose inte rests 
are substantially affected f i les a peti ion for fo rmal 
proceeding pursuant to Rule 25-22.029, Florida Administrative 
Code. 

BACKGROUND 

On August 21, 1989 , we issued Proposed Agency Act ion Order 
No. 21754 i n which we approved i ncreased wastewater rates and 
established miscellaneous service charges and service 
availability charges for South Seas Utility Company (South Seas 
or utility). On September 11 , 1989 , the utility timely 
protested that Order. The utility objected t o the charge f o r 
effluent and requested an administrative hearing. 

An informal preliminary prehearing conference was he l d 
with utllity representatives and Comm i s sion Staff (Staff) on 
September 20, 1989. As a result of the conference, the utllity 
filed an Offer of Settlement on September 22, 1989. 
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OFFER 0F SETTLEMENT 

In its 0! fer of Settlement . South Sea s proposes tha t the 
final ord\!r mod!.f y Order No. 21754, to reflect that the utility 
will charge the golf course a monthly flat fe~ of $2, 500.00 f o r 
effluent use. The utility will install a me er o gather data 
on the actua 1 amount of effluent used by the golf course, for 
use in subsequent proceedings . 

The utility also offered to use the current leverage 
graph. recogniz tng the resulting changes to various numbers in 
Order No . 21754 . Finall y, the utility seeks to have the 
language in Order No. 21754 changed to delete the incor rect 
info rmation that the golf course has the ability to pump from 
the reten ion ponds. 

Upo n consideratio n, w~ will accept the Offer of Settlement 
as a reasonable resolu ion to this matter. The document ts 
attached hereto as Attachment 1. Th1s Conunission enco urages 
settlements as they reduce the time and cost of proceedings . 
wh ich ultima~ely benefit the ratepayers . We accept the Offer 
of Settlement for the following reasons. 

The $2,500.00 per month charge for effluent supplied to 
the golf course is based upon clarification of factors 
originally re lied upon by us in our decision on the matter as 
set forth in Order No. 21754. Fil~t. the golf course is 
smaller than we believed and, therefore, is not able to accept 
all effluent on an average daily flow (ADF) basis. Furthe::, 
approximately 30\ of the ADF may be unavailable for irrigation 
use because the utility ' s effluent storage tank wil l 
occasionally be fu 11 and the resu 1 Ling overflow to the 
percolati o n ponds cannot be returned to the irrigat ion s ystem . 
The utility also informed our Staff tha t wells o n t he golf 
course provide an alternate source for irrigation and their 
chloride c ontent is not e xcess1 ve as we previously believed. 
Finally, the parent organization srent around $300,000 
improving three water retentio n ponds located on the golf 
course . These ponds are not all lined and percolatio n can 
occur . 

Since usage figures for the golf course can on ly be 
estimated. we agree it is appropriate to install a meter dt the 
outflow of the holding tank to collect data which may be lseful 
in determining flows to the golf course for future rate se ing 
purposes. The meter will not be used as a device to determine 
monthly charges at this time. 
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'tic belleve that a rr'>nthly charge at this time is 
preferable to a gallonage rate because of the condition s 
d1scussed abo e. The reten ion ponds were not designed to 
handle a . l of the effluen produced by he trea ~en plant 
during ma ximum flow periods . A flat mon hly charge f o r use of 
pffluen for spray irrigation would encourage the oolf c-ourse 
to accept the effluent on a regular bas1s . 

The monthly charge for effluent will produce annual 
revenues of $30,000 •..Jhich is approx imately 50\ o f the cos , as 
3djus ed, based upon the premis~s tlli~ed tn creating Schedule 
No . 4 of Order No . 21754. 

Th1s Conunission·s pol1cy is t o use he current le·~t~rage 

f o rmula 1n ca lculating a re urn on equity for a ~ater or 
wastewater utility. In Order lo. 21754, issued AuJus 21, 
1989, we established a revenue re4uirew.ent based upon recovery 

I 

f opcrattng expenses and rece1pt o f an 11.75\ overall rate of 
return. That 11.75\ rate of .return was determined by ""eighing I 
respective cost o f debt (10.98\) and return on equity (14.35\) 
cJnsid,r~t1ons . The 14 . 35\ return on equity was der:·ted usin') 

he leverage forrrula adopted by this Conuni -;sion pursuan t o 
Order No . 19718. When the utility protested Order No. 21754 on 
September 11 , 1989, that Proposed Agency Action Order ceased t o 
legally exi'st, and a de novo proceeding ensued. Subsequent t o 
he pro est , he Conunission ' s new leverage formula, contained 

in Proposed Agency Action Order No ... 1775, issued Augu st 23, 
1989, became effective on September 14, 1989. 

In accordance with the current leverage formula, the 
appropriate return on equi y for South Seas would be 13 . 95\ , or 
that r elu rn considered proper when the equity investment is 
less than 40\ of the capital structure. This reduced return on 
equity results in a new overall rate of re urn o f 11.66\ 

The utility's agreement to use the current leverage 
f~rmula results in a smaller income requ i rement and reduced tax 
provisions. The utility's revised revenue requi rement is 
$454,584, wh1ch amount is $1,71 6 less than Lhe revenue amount 
authorized in Order No. 21754. Schedules Nos. l A, 18, 2A, 28, 
3A and 38, which reflect the revised 11.66\ overall cost of 
capital and the revenue effect of the revision, are attached lo 
this Order and by reference incorporated herein. 
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The effect of accept 1ng th is Offer ot Settlement 1s a 
change in the monthly service rates to the customers, as well 
as t he previou~ ly d iscussed c h ange in t he c harge to the golf 
course fo r effluent use. No change will be made in the 
miscellaneous service charges or the service availability 
cha rges. 

The rates established in Order No. 21754 were ba sed upon 
approximately $ 63 , 000 o f the overall revenue requirement being 
assigned to the go l f course. The Offer o f SettlemE?n is ( o r 
the golf course to be assessed a total o ( $30,000 annually. 
Therefo re, the total r evenue of $ 454,584 must be reduced by the 
$30,000 and the resultant $424,584 is assigned t o the 
ratepayers. The rates shown in Order No . 21754 have been 
1ncreased by slightly less lhan 8\ to reflect this change. 

The follow1ng schedule of wastewater rates s hows, for 
compaoson, the current rates, the utility-requested rates, the 
rates con tai ned in Order No . 217 54 , and the rates we find 
approp t late and r e asonable based on t he Offer of Settlement. 
The new rates are designed to produce an oppo r tun i l y CoL t he 
uttllty to receive $ 424,584 i n annual wastewater serv1ce 
revenues. 

Res idenlial 

Ba~e Facility Charge: 
Meter Size: 
All Meter Sizes 

Gal l onage Charge 
per 1,000 gallon s 

Waslewater Rate Schedule 

Monthly Rates 

Current: 
Utility 
Requested 

Per 
Order 
No . 21754 

Conunission 
Approved 

$ 16 . 71 $ 27.00 $ 22 . 00 $ 23. 7 5 

( Max. 10,000 ga lons) $ 2.81 $ 4. 54 $ 3 . 02 $ 3 .2 6 
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General Service 

Base Fac i lity Charge: 
Meter Size: 

5/8" X 3/4" 
1" 

1-1/2 " 
2" 
3" 
4" 
6" 

Gallonage Charge 
per 1,000 Gal lons 

$ 16.71 
$ 41. 78 
$ 83 .5 5 
$133.68 
$ 267.36 
$417.75 
$835. 50 

$ 2.81 

27.00 
$ 67.50 
$ 13~.00 
$ 216.00 
$ 432.00 
$ 675.00 
$1,350.00 

$ 4.54 

$ 22 . 00 $ 23 .75 
;£ 55 . 00 $ 59 . 38 
$ ll 0. 00 $ 118 .75 
$ 176.00 $ 190.00 
$ 385.00 $ 415.63 
$ 660.00 s 712 . 52 
$1,375 . 00 $1,484 . 41 

$ 3.63 $ 3 .9 2 

The new rates will be effective for meter readings thi r y 

I 

days on or after the stamped approval date on the revised 
ta riff sheets. The effluent charge will be effecti ve for I 
service rendered on or after the stamped approval daLe on he 
revised ta r iff sheets . The tar i ff sheets wi ll be approved upon 
Staff ' s verification that the tariff is consis ent with our 
decision , that the pro test period has expired, and that t he 
proposed customer notice is adequate . 

REVI VING AND ~1ENDING ORDER NO. 21754 

As previously i nd icated, when Proposed Ag ency Act ion Order 
No . 21754 was protested, it ceased to exist. Since the Offe r 
of Settlement contemplates the modification of Order No . 21754 
to reflect the po i nt s set forth in the Offer, and since we 
agree it is appropriate, we hereby re vive Order No. 21754, 
wh ich is attached as Attachment 2 and incorporated herein, but 
amend it to reflect the c hanges broug ht about by our acceptance 
of the Offer o f Settlement and t he recalculations caused 
t~e reby . 

Based on t he forego i ng, it is 

ORDERED by the Florida Publ i c Service Commission t-hat the 
Offer of Seltlement filed by South Seas Utility Compa ny is 
hereby accepted ~s set f o rth in the body of this Order. I is 
further I 
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ORDERED that the utili t y is authorized to charge the rates 
and effluent charge set fortn in the body of this Order . It is 
further 

ORDERED tha the rates shall be effective for meter 
readings 30 days on or after the stamped approval da e on the 
revised tariff sheets. The effluent charge shall be effective 
for servtce rende[ed on or after the stamped app oval date on 
the revi sed tariff sheets. The revised tariff sheets wtll be 
approved upon Staff's verification that the tariff sheels are 
consistent with our decisions here in and that h~ proposed 
c ustomer notice is adequate. It is further 

ORDERED that the utility shall not ify each cus omer of the 
increases authorized here1n and explain the reason fo r the 
increases. The notice shall be submitted to the Co~mi1ston for 
prior approval. It is fur her 

ORDERED that Order No. 21754 is hereby 
modified to ref lect our acceptance of Lhe utili 
Settlement and the recalculations caused hereby, 
in the body of this Order. It is further 

revived and 
y's OfCtH o r 
~s set- forth 

ORDERED that the provisions of this Order are issued as 
proposed agency aclt on and shall become final unles~ an 
appropriate petition in the form provided by Rule 25-22.036 , 
Florida Administrative Code, is rrceived by Lhe Director, 
Division of Records and Reporting, at his office at 101 East 
Gaines Street, Tallahassee, Florida 32399-0870 , by the close of 
business on the date set f o rth in the "Notice of Further 
Proceedings or Judicial ReviewH attached hereto . It is further 

ORDERED that i n the event this Order becomes final, this 
docket shall be closed. 

By ORDER of the Floc ida Public Service Commisston 
.. hiS 26 th day 0 f OCTOBER 

( S E A L ) 

NSD 
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NOT:CE OF FURTHER PROCEEDiNGS 0R JUD£C!A:. ~E'I!!:~·I 

The F l or Ja Public Ser•11ce Commiss1on :.s requu.~c! by 
Se" ~ )0 120."Q(1), Florida S atu es, to no .:y part:!es o r 1ny 
ad tn rative he1• ing o r jud1C"ial ce•lle' .. l or Cor:nission ordr>r 
•h1t s ,;vailabl•.] under Sec ln.:~ 120 . 57 Qr 120. aB, Fl o ridil 
StH:u~"~s . as "1~::U as t-he proceJures and c 1n.e tmt!..S t:h d 
1pply. This notice should not be construed 11 rn oBn 311 
re uests for 3n Jdm1nis r ative hearing or j dtcial re·:ie~o~ ~111! 

be gra n ed o r resul~ in he relief sought . 

The ac ~on proposed herein 1s prelimina::y in nat;t;re ;nd 
wtll not becorr.e e:::ec·i·1e o r find, except as pro·:id•Jd b'f ~ul•• 
25-22 .02g, F!ortda ~dm!nls~rative Code . Any person ~~ose 
subs :Jnt i l 1nterest.s are ;n fee ed by the ac ion proposed by 
!.hi.s Otder ray file a pe • ion Cor a f o,mal proceeding, lS 

provided by Rul~ 25-22.020( 1), Flo rida Adm1n1s:rat.·'e Code , in 
h·2 f o r m provided by Rule 25 - 2.? .036(7)(a} and (f) , Fl o ttda 

I 

Adminiatra ~ ive Code . Th1s petition must be r eceived by qp I 
01 rec • or , Di ·11sion of Records and Repo rting at h1 s )L t ice at 
101 F.a~ Ga1n~'>s Street, Tallahassee, FLori da 32399-0870, by th~ 

close of buslness o n November 1~1981__ 

In the absence o f such a pe itio n, this o rder s hall become 
eflec ive :7n th day subsequenl Lo the abo ve d ale as p t nvided 
by Rule 25-27 .029(6), Florida Administrative Code , and as 
rerl ecled in a subsequenl o rder. 

Any Ob)ec ion o r protest f1led in this doc'<el bP.f'ore the 
is c;uance dale of this o rder is considered abandoned un l~>ss i 
satisfies the foregoing conditions and is renewed wilhln the 
specified protes t period. 

IC lh1 s order becomes final and effecti ve on the da c 
desc ribed above, any party adversel y affecled may r qu~sl 
JUdicial review by the Flo rida Supreme Court in the case o f an 
e .. ec ric, gas or telephone utllity or by t he F1rst D1 s tieL 
Court of Appeal 1n the case o f a water or sewer u i li y b y 
f1ling a not:tce ot appeal with the Director, D1v ision o f 
Reco rds and Report ing and filing a copy of the no ice o f appeal 
and the filing fee w1th th<. appropria e court. Th1s filing 
musl be c ompleted with1n thirt y (30) days of the eff~ct1ve da c 
of this o rder, pursuant t o Rule 9.110, Florida Ru, o3 o( 
Appe llate Procedure . The notice of appeal must be in tht lorm I 
s p •ci fied 1n Rule 9.900(a}, Flo rida Rules of Appt.. l la e 
Procedure. 
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). T11r:e 11 of t.he t&atnee 111 t.hu Nt.t.tr, an~ bo l h pa: t1 t & 

wi ll c arry out their ra apona lblllt le a auch that t.h l • cat t er ~a ) 

bt hear~ on the Octobe r 17 , ltlt a 9enda . Pet i ti on er wlll 

proDptly a ub•it tar l !! a h teta to 5ta f! for a pprov a l upon 

rtettv ln; the rtco~putc~ r a tt l a n~ cha r9 t1 !roa St af f. Sta !! 

will rec~no to the Co-~1 11 lon tha t rat•• beeoae t!! eetlve on 

~TBRY~1! .w . CO~DtP 
Catlln , Wooda, C~r on 
1709-D Kaha n Dr1 
Tall aha•••• · r L 2)0! 
"041 177-7191 

At:.or ne ya !or 

o! 
' Co..,~e:-y 

SOUTB SEAS O~lLITY COHPANY 

CtR':HlCAT~ OP St!IVlCt 

l BtRtiY CtR'::rr tha:. a t ru e a nd correct copy c' ~ne 

! ore9oin9 O!!er o ! Stt:.l~nt haa been !urn1 a he~ by hand ~el1ve: y 

Ser \l iee Co::-::aalo::, !Ol ~a: Ca inca Stree:., ':'a ll a h aaaee , F!e:.~a 

32lts-oeso, th!a~ ~ay o! sept~e:, 1919 . 
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BI:FOR~ TH!: fLORJO.t. PUBLil. .. S£:RV1CE COl"-~~ SS lOll 

In re: Appl1ca:1on of SOU7H S!:.t.S 
UTILlTY co. Cor a r a le : ncrease 
1n Lee Coun~y 

7 he Collow1n9 Com:niss:oners 
~ispos1t1on o! th1s matter: 

DOCt:!:T NO. 88) S l 8- SU 
ORD!:R NO. 211S( 
ISSUE:O : 8/~1/89 

MICHAEL McK. WILSON, Chairman 
THOI"~S M. BEARD 

B£TTY EASLEY 
CEAAl.O 1.. CUt:7ER 
JOHt: 7. HERt:DON 

NOT!CE Of PROPOS!:D AGENCY ACTl OIJ 
ORJE:R kPPROVlNG lNCREio.S!:D WAST~Io.'!'ER Rlo.7!:S At:O 

E:S7ASLISH:t:G M!SCELLk~EOUS SERVICE CHA~G!:S 
At:D SERVICE .t.VAI:.;..:s ::.:':"Y CHARC!:S 

t:07!CE 13 HER!:9Y GIVEN by the Flo:ida Public Se:vice 
Cor..":'.ission that the act1on ~iscussed he:ein :.s prebr:-.~a=-~· in 
natu:e an~ \.:ill become nnal unless a pe:son ~o·hose i:-.:e:es:s 
a:e su!ls::a:::ully a!!ec~ed ~iles a pc.tion ! o: !c:~.al 
p:ocee~1n9 pu:suant to Rule: :!S-22.029, flor:6a J.6nan:s::a:1ve 
Code . 

SACKGROUN::> 

On Fe~:ua:y 2!. l9E9, So~.:~!'l Sels U:ility Cor::pa:-~· (u:: l::y 
o: South Seas), a ~as::e~a:~: -o::!v u:::!1:v. !: le~ an a~p!:.:a::c~ 
!o: increased :a::es !or :ts ~~.·stewate:" sys:e:n :n Lee Coun:~·. 
flo:ida. 'rhe apphcation. as ! iled. met the rr.!nlm\!:':1 !llt:lc; 
:-equ1:emen:s (,..,..:Rs) and the o!!ic : ~l !llin9 ~e~e ""as 
es:a!lli~hed a s Fe~:ua:-y 21. 1989. 

The -e·- vea· ' o - _,., ,. p·ocee~:n; :s •he p•c)e-·eA -ue 've 
:-::~:::h pe:;o;· e·:1~:~"l;. ~:e:~·;· .. :n.: !9SO_- -:-n"e c~ll:ty ha;· :~:;~es;t.~ 
!inal :ever.ues ""'!'lie~ woult! i):ocuce an 1.:1c:ease over t'.ls:o:lca1 
tes:: yet: r evenues 0 1 s:~2.05l c: e n ::1c:etse o! 6!.6 ?e~:e:::. 

gy O:~e: r:c. 210SS. :ssve~ }o.p:l! H , l:SS. we suspe:~1e~ ::n:H 
r=o?ose~ :e:es. 7~e u:lll:y :e~ues:e~ a~thc:i:y to co~:e:: ::~ 
p:o?osed pe:r..e:~e~: :e:es on an :n:e::.rr. !las:s. '"':lic:l ue e:s: 
de:-.:et ln 0::!~: N:>. :10;;. Hoo.:eve : , ue c;:an:e:! ·he ~.::::::~· s , 
:e:;ue~:: !o: :n:e::.:-:: se:~::e a~e::a=.::.:~ c~e:;e~ 1n :te: ~=~e:. 

ua ~ t.l J.U~ 21 s:; 
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The utility's rates were last considered in Docket No. 

800075-S, culmi na ting in the issuance of Order No. 9H4 on 

January 8, 1981. The utility has recently expanded its sewer 

plant to a capacity of 450,000 gallons per day (gpd) from 

300,000 gpd and has improved the - quality of plant effluent 

pursuant to Department of Environmental Regu lation (DER) 

requirements applicable to spray irrigation. The util ity 

contends that continued coll~ction of existing rates would 

result in an operating loss of Sll,l7S for the projected test 

year. The utility intends to continue the practice of 

providing effluen t for spray irrigation of a golf course in the 

service area. 

In determining a utility ' s quality of service. we review 

I 

its · compliance with requirements of DER and other reg ulat.:> ry 

agenc i es, the operation and rna intenance of the sys t ern , and the I 
overall cus tomer satisfaction wi th the service. DER informed 

us that there were no violations or enfo rcement ac tions 

pending , and that the only needed improvement was to complete 

the construction of the new plant addition and effluent storage 

ta nk. These items are discussed in a subsequent portion of 

thls Order. 

At the customer meet i ng held by Commission Staff (S ta f! ) 

in Captiva on May 10, 1989, one customer attended and stated 

t hat the utility provided excellent service . His primary 

. concern was to find a way to lower his wastewater bill when the 

water be ing consumed (from Island Water Association) wa s being 

used f or irrigation and was not introduced into the wa st ewa~e r 

sy~tem . Staff suggested that the customer investigate the 

installation of a separate irrigation meter at his residence. 

His is one of the twenty-two single family homes on th is 

system. The balance of the cus tomers are general service. 

Upon consideration of the above, we find South Seas· 

quality of serv1ce to be satisfactory. 

RATE BASE 

Our calcuhti o:t of the utility's rate base is a ttached to 

1 thi s Order as Schedule No. 1 -A. Adjustments to the rate base 

are itemized on Schedule No. 1-B . Those adjus tments that are : 

essentially mechanical in nature are shown on the schedule 

without further explanation in the text of this Order . The 
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major components of the utility's rate base and adjustments to 

them are discussed below. 

Used and Useful 

The utility's service area is on Captiva Island and is 

primarily a resort area. As previously st3ted, there are 

twenty-two single family homes, with the remainder of the 

connecti ons being general service connections c~mp rised of 

condominiums, restaurants, and a few miscellaneous indiv1dually 

metered general service accounts. The populati o n is highly 

seasonal wh i ch results in substantial peak flow cond itions at 

the wastewater treatme nt plant. 

The service area is nearing bu i ld-out, and, as the utility 

estimates in its MFRs, an additional forty-eight units are all 

that remain to be devel oped. These units are expected to ..~e 

added over the next few years. we believe it appr opriate to 

impute the expected CIAC related to these units at this time , 

since capacity had been planned for them and this proceeding 

involves a projected test year . Imputation of the connection 

fees and recognition of the build-out condition of the service 

area obviates the need for a used and useful adjustment in this 

case . 

The number of equivalent res1dential connections (ERCs) 

for the test year average 341. While these equivalents are 

adequate for rate structure needs, a more accurate depicti o n of 

demand placed on the system is the number of units served 

beyond the meter, compa r ed to flows expe ri enced by the 

wastewater treatment plant. According to the utility 's 

records, at the end of 1988, 714 units were connected to the 

system. We have imputed CIAC, as discussed below, to include 

the forty-eight units ye t to be constructed. 

Analysis of the flows generated by the 714 units connected 

to the system shows that the average daily flows are somewhat 

higher than normal design flow. Due to the peak fl ow 

conditions that occurred in the past, the engineering desig n 

fo r the plant addit1on allowed for higher than no -nal de5 ign 

flow. Extra precautions have been inc 1 uded to ensure adequate 

treatment and compli ance with the DER permi t e f fluent 

limitations for spray irrigation on the golf cours... . This 

design included adequate capacity for peak flow condltions, a 
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surge tank for smoothing out absolute peaks, and a new 
filtrat i on system for the entire plant capacity. An effluent 
s torage tank has al so been constructed, coupled with an 
additional percolation pond to bring the utility into 
compliance with Rule 17-610.-414(2)(c), Florida Administrative 
Code. This rule requ ires system storage volume at a minimum t o 
be three times the average daily flow of the reuse capacity. 

We believe that the treatment plant has been prudently 
designed to serve the build-out of the service area and to meet 
DER requirements. As discussed subsequently in this Order, 
i mputation of the connection fees for forty-eight future 
cus tomers creates a true-up of the CIAC to plant at build-out . 

Based on the foregoing, we find that the wastewater plant 
and system are 100\ used and useful. 

MarQin Reserve 

Margin reserve represents capacity that the utility must 
have availab~e, beyond that wh i ch is demanded by the test year 
customers , to enable new customers to connect dur i ng the nex t 
year to year and a half which is the normal expected 
construction time to build a new plant, without new plant 
expansion. Since the utility is requ i red to provide service 
within its service area when a customer is ready for service, 

. it would be burdensome and costly for a ut ility to constan tly 
be in some phase of construction to provide small increments of 
capacity t o connect new c ustomers. 

As previously stated, f o rty-eight new customers are 
expected at build-out of the service a rea. The capacity 
required to serve these cus tomers has been included in the 
design of the plant additi on. The contributions-in-aid-of­
=onstruction for these forty-e ight customers have been imputed 
and included in the rate base calculation. Normally a separa te 
calculation would be made for the increment of margin reserve 
capacity needed for these additional forty-eight customers, bu t 
due to the circumstances surround ing the plant addition 
described. we believe no separate calculation is needed. 

Wastewater Plant I mo r ovements 

The utility•s proposed plant balance for 
test year includes $1,097,3 00 t o repr esent th~ 

?.4 

the pro j e c t ed 
esti mated cost 

I 

I 

I· 
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of additiona l treatment and disposal facilities. Tne 
improve~ents 1nclude expansion of the wa tewater treatmen t 
plant from 300 ,000 to 450,000 gallons per day (g pd ) at 
$679,100, construct ion of a ~40,000 gallon storage t ank. 
including site work, at $233,700, construction of a new effluent 
disposal line at $101,400, and additional pumping and lift 
station equipment at $93,100. Although the const ructi on was 
not complete at the time of our audit, i~ appears that some of 
the plant components wi 11 be less and some more co:;t ly than 
originally anticipated , but that the overall cost will close ly 
approximate the projected $ 1,097 ,300 amount. Deprec iation of 
this plant add ition is considered in the accumulated 
depreciation account. 

Expansion o f the utility's wastewa ter plant from 300. 000 
g pd to ~50, 000 gpd was necessary to meet peak fl ow conditi ons 
and to provide some measure (about 14,400 gpd) of additional 
capacity for the customer growth as previously discussed . The 
effluent storage tank and disposal l i ne are integral compo nents 
of the utility's effluent system. The new pumping equipment i s 
also part of the disposal system. Accordi n g l y, we find it 
appropri ate to include· $1,097, 300 in the projected rate base 
balance. 

Contribu tior.s-In-~id-Of-Construct ion 

The util i ty's reported investment in plant facili~ies does 
no t 1nclude certain property contributions that were comp leted 
in 1984 and 1985. In 19 84, Mariner Properti es , Inc . • an 
affiliated c ompany, paid $38. 990 to construct lift stati on and 
force main facilities to serve a condominium project. In l9e5 , 
Mariner Properties , Inc . pa i d $34,365 for lift stat ion a nd 
force main facilities to serve a comme rci al shopping area. 
Although dedicated to utility service, these facilities were 
not recorded on the utility's books. Since these facilities 
were contributed to the utility system, the combined $73,3 55 
addition to the plant account is offset by an equal add i t ion t o 
the CIAC account. Likewise, the accumulated depreciat i o n 
relative to the plant account, $10,579, is offset by an e qual 
provision for amorti%ation of the CIAC amount. Pursua n t to t he 
prescribed account i ng instructions for regulated utilit irs , all 
property contributions mus t be reco rded on the ut llity ·s 
boo ks. Accordingly , we believe it appropriate for the l.ti lity 
t o have equ al a nd offsettlng add i t1ons t o plant and CIAC in the 
amount o f $ 73,355, a nd equal and offsetti ng pro v is ions f o r 
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accumulated depreciation and amortization of these accounts in 

the amount of $10.579. 

Prior to th is proceeding. the ut ility d id not have an 

authorized service availability charge for custome r 

connections. As d iscussed above, the util ity received property 

contributions totallinQ S7J.JS5 in 1984 and 1985. The utility . 

however, had not requested prior Commission approval f o r 

receipt of cash contributions. This matter is d iscussed in the 

service availability charges portion of this Order. 

The utility company and the development companies in the 

se r vice area are related parties throu1h common stock ownersh1p 

I 

o r involvement of ut1lity stockholders in partnershlP 

agreements. In 1986, related party developers planned 

construction of 250 equivalent residential units, and 

foreseeing a concomitant need to expand the wastewate: I 
treatment plant, those deve lopers agreed to prov1de a $270,00 0 

advance to ass is~ in the construction cost. Accord i ng to the 

utility's application , the $270,000 adv ance would equate to a 

unit price of Sl 500 for 180 units presently rece 1v 1ng serv i ce 

from South Seas. The $1.500 unit price wa s treated as a cos t 

of housing development for book and tax reporting purposes . 

W1 th the fu 11 consent of the developers, the utility requests 

Commission approval to re tain the $270,000 advance as a 

permanent contribution-in-aid-of-cons t ruction. Such retent ion 

results in a correspond1ngly reduced investment by the utility 

in rate base property. The utility reports that this cash 

contribution would not be subject to income taxation since the 

underlying transaction occurred in 1986 . We believe this 

request is reasonable and we will approve the proposed 

conversion of the $270,000 advance for construction to CIAC. 

The utility and affiliated developers also agree that 

payment of service availability charges would be appropriate 

!"r an additional twenty housing units that were construct ed 

after the aforementioned 180 housing units . A $1.500 per un it 

charge is proposed for each of the twenty units now rece iving 

utility service, which payment further increases CIAC by 

$30 ,000. Construction of an additional forty-eight residential 

housing units is expected with i n the next five years. wh c h I 
development will reportedly represent full bu ild-ou t of the 

service area. The utility proposes a $1,500 service : 

ava i lability charge for each un1t, which collection wi l l 
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generate an a dditional $72,000 CIAC amount . This charge wil l 

be addressed in e subsequent portion of this Order. 

The utility's rate base calculation includes these CIAC 
amounts, net of expected income taxes, as funds to offset a ny 
excess plant capac1ty which miQht now exist due to construct ion 

of suff i cient capacity to serve full build-out of the servi c e 
community. The utility contends that any ·excess· capac i ty 

would be offset by early recognition of the future CIAC. 

S i nc e current cash contributions are subjec t t o i ncome 
t axa tion , t he ut ili ty proposes to reduce the $1,5 00 se!" v ice 

availabili ty charge amount by the $564 rela t ed tax pa yme n t to 

y ie ld a $93 6 per un i t CIAC prov1s1on . As discus sed in a 
su bsequent po r ti on o f thi s Order, we believe that the $ 1.500 

serv ice a va i lability charge should be considered CIAC in its 
entire t y , and that any corresponding income tax factor should . 

i f needed, be c o llected as a separate gross-up p rovis 1o n 

subject t o re f und i n the ordinary fas h ion. Revi ew o f the 
u t i lity ' s tax return f o r the fiscal year ended J une :!0 , 198 8 , 

shows a tax loss carryforward of $26,680, which amount woul d ~ e 

a va i lable to offset the initial $30,000 CIAC amou nt, a s wou!d 

a ny tax losses f or the fiscal year ended June 30, 1989 . Thus, 

the utility's reques t to record service availa bi l i ty charges 

net of expected income taxes i s denied. 

The appropr i ate comb i ned cash CIAC amount, which is 

reflected in our rate base calculation, is $372,000 . 

Accumu lated Deprec iation 

In the utility ' s last rate case (Docket No. 80007 5-S) , i t s 

reported investment in plant facilities, excluding land, at 
June 30, 1979 was $579,912. However, because suppo rt i ng 

documentation was incomplet,e, an or i ginal cost study wa s 
performed and the allowed amount was reduced to $4 98,513, o r 

about 86 percent of the reported amount . The Commissi o n a lso 

approved use of a 3 percent composite depreciation rate f o r 
plant facilities. 

The util i ty's application in this case includes a s che dule 

to show the accumulation of depreciat i on s i nce the las t r ate 
proceed ing. Al t h o u gh that schedule c o rrectly shows use o f the 
a pp r oved dep r e ci ati o n rate, the initial re se rv e balance, 
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$28 . 653, mistake nly reflects the average amount rather than the 

year-end amount. S i nce the actua 1 reserve at June of 1979 was 

$38,313, but only 86 percent corresponds to the a llowed plant 

amoun t , the proper reserve portion s hould be $3 2,935. 

Accordingly, we wi l l increase the reserve accou nt by $4 ,282 t o 

correctly portray the June 30, 1979 bal a nce for a ccumul at ed 

depreciation. 

Working Capital 

The uti lity's request of an $ 11,000 pro visi on !or working 

capital is based upon an average of the beg inni ng and yea r-end 

cu r rent asse t and current liabili ty account balances. with one 

exception: t he $19,968 prov ision f o r operating cas h is 

measured at year-end only. 

Except with reg ard to the cash balance . the current a sset 

and liability accounts , in the aggrega te , are not materially 

different when t he simple average used by the ut ilit y is 

compared with a more deta iled 13-month average. A tr ial 

ba 1 ance prep a red by our audit o r shows an aver ag e cash ba 1 a nee 

of $ 6 ,454, but that · schedule shows that the utili t y's ca sh 

account was zero f o r al l mon t hs pr io r to May of 19 88 . The 

trial balance shows numerous inte rcompany advance accounts, 

mo s t 1 y pay a b 1 e t o the u t i li t y , w h i c h f u r the r s u g g e s t s t h a t t he 

ut il ity has amp l e access to cash. We believe that a $1 9,968 

. cash provision is a reasonable allowance, thus we wil l accept 

the u tility's proposed $11,000 worki ng capita l amoun t . 

Rate Base 

Based on a 1 1 of our adjustments, the appropriate aver a ge 

rate base is $1,165,041 . 

CAPITAL STRUCTURE 

I 

I 

The ut ility 's application includes a schedule to s how t he 

expected cost of cap1tal for the pro j ected test ye a r end :. ng 

March 31. 1990. In December of 1988, the utility bo r rowed 

1 $1,000,000 to repay an outstanding loan and to par ti a lly f und 

cfonds t ruction 
1
of was tewa te r p 1 ant i mprovement

1
s

1
. b Add it i ~nadl . 

un s to c omp ete the c onst r ue t ion program wi e r ece 1 ve 

!rom the c ompany's stocKholders as fu r t he r equi ty 
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contributions . In prior years. dividends paid to stockholders 
exceeded operatinQ income, which caused a deficit condition in 
the retained earnings account. Thus, the new equity 
investment, $400,000, is a smaller factor in the projected 
capital structure due to the earlier deficit condition. The 
expected equity and debt balances for the projected test year 
are $294,252 and $993,613, respectively. Stated in terms of 
relative percentaQes, the equity share is 22 . 85 percent and the 
debt share is 77.15 percent. 

The utility has requested that the equity share be 
enlarged to reflect expected cash sav1ngs result1ng from a tax 
loss carryforward of $26,680. This amount represents the 
accumulated tax losses through the fiscal year ended June 30, 

1988. Since this tax loss condi tion would reduce subseque nt 
cash payments Cor income taxes, the utility assumed that equ i t y 
income would be correspondingly larger. we do not believe it 

is appropriate to make this separate adjustment to the equ ity 
balance Cor the following reasons. F i rst, the c ash savi ngs 
available from prior losses would only equa l the consequent tax 
effect, or based upon the present 34 percent federal tax ra te, 
savings of. about $9,000. Second, this Commission generally 
reduces the provision for prospective income taxes when a tax 
loss carryforward conditions exists, and thus additional equity 
earnings would not ensue. Moreove r , in this case, it appears 
that this l oss condition will be entirely eliminated upon the 
utility's rece ipt of a $30,000 service availabili ty charge for 
previously completed housing construction, which payment is 
subject to income taxation. Accordin9ly, we will remove the 
$26,680 tax loss carryforward amount in the proposed capital 
structure. 

The Sl. 000,000 loan bears interest at 10.6 percent and 
matures in five years . The utility's cost of capital schedule 
1 ncludes a $21,500 amount to represent expected financing costs 
o f S 10 , 0 0 0 , and c 1 o s i n g cost s of S 11, 50 0 . Amo r t i zed o v e r the 
five year l oan term, this results in an 11 . 03 percent effective 
cost of debt f i nancing. The actual closing costs we r e $8,795 . 

As adjusted, the effect i ve cost of debt financing is 10 . 98 

percent. There fo re, we find t he appropriate cost of debt to be 
10.98 percent. 

Pursuant to the leverage formula adopted by this 

Commission in Docket No. 8800 06-WS , as reported 1n Order No. 
19718, the appropriate return on equity is 1< .. 35 perc2nt whe n 
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the equity po rtion of the capital structure is less than 40 
percent. The equity portion of the utility's cap ital structu re 
is 22.85 percent and thus the appropriate return on equity lS 

14.35 percent. The appropriate range for the return on equity. 
consistent with Convnission policy, is therefore 13.35 percent 
to 15.35 percent. 

Based on these decisions, we find the appropriate overall 
rate of return to be 11.75 rercent, with a range of 11.52 
percent to 11.98 percent. Schedule No. 2-A reflects the 
derivation of the overall rate of return ; Schedule No . 2- a 
reflects our adjustments to the capi t al structure. 

OPERATING EXPENSES 

Attached as Schedules ~os . 3-A and 3-B. respectively . .. re 
the schedules of wastewater operating income and ou r 
ad j ustments thereto. Those adjustments essentially mechanical 
in nature or wh ich are self-explanatory are shown on hese 
schedules without further explanation in the text of this Order. 

Base Year Ooerating Expenses 

The base year for this proceeding is t he twelve-month 
period ended Septenber 30, 1988. To e stimate operating 
expenses for the test year ending March 31. 1990, the uti lity 
has proposed a $10,122 adjustment to base year expenses to 
represent expected inflation or other growth considerat ions . 
This adjustment is based upon application of a 5 percent growth 
factor. This $ 10.122 ad justment and a provision for recovery 
of rate case costs are the only pro for ma adjustmen ts included 
in the utility's pro jec ted operating statement. 

Use of the 5 percent overall growth provi s ion is very 
s imilar to an indexing adjustment pursuant to Sect ion 
367.081(4 ) (a), Florida Statutes, which allowance a utility may 

I 

I 

use on a yearly basis to recover certain increased operating 
expenses. Based upon 1988 calendar year operating expenses. 
and use of the 4 . 35 percent current index rate for a 1989 
indexing app lication. a $7.614 1ncrease in operati ng ~xpenses I 
would be expected for a twelve-month period. The ut ility•s 
requested ad justment exceeds this amount by $ 2,508 , but the 
requested adjustment is based on an eighteen month period . To 
assure this Commission that measures relating t o inf l at ion wil l 
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not be recovered twice, the utility ha s advised that it will 
not eMploy the 1989 inde .: ing adjustment. 

The requested 5 percent growth factor is equivalent to a 
3. 33 percent annual increase for the e i ghteen months between 
the base year and the test year, which i ncrease is reasonable. 
A provision for expected inflation is often requested in cases 
involving a projected test year. As a matter of Commission 
practice, an allowance for inflation is generally accepted 
unless the proposed provision appears excessive. The in!lat1on 
rate used for indexing applications is commonly e mployed !o: 
estimating future expenses. Accordi ng ly, we will approve the 
utility's requested $10,122 adjustment f or increased expenses. 

Misclassified Items 

Our audit investigation included a review of the ut1lity's 
operating exp~nses to determine whether cash expe nditures o r 
receipts were misclassified. Two bookkeeping errors we re noted . 

Two invoices for engineering services related to · the 
was t ewater plant project were incorrectly recorded as operat.ng 
expenses. Correction of th i s error results in a S l,268 
reduction to test year operating expenses . 

In June of 1988, the utility reduced 1ts operating 
_ expenses by $ 2 ,500 upon receipt of a $2,500 refund relat i ve to 

an earlier bond payment . However , this refund was i ncor r ectly 
classified since the proper recipient was Sanibel Sewer 
Company, an affiliated company. Correction of this error 
increases test year operating expenses by the incorrectly coded 
$ 2,500 entry. 

Therefore, as a result of these bookkeep ing errors, we 
will increase test year expenses by $1,232. 

Non-recurrino and Out-of-Period Costs 

During our aud i t investigation, we also determined that 
two out-of-period charges were incor r ectly reported for t he tax 
year. 

First, the test ye ar l is t of operating expenses includes 
thirteen payments f or meter r eading serv 1 ces , wh1c~ 1nformation 

~7 1 
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is used to r ~nder bills for wastewater servic~. Removal of the 
out-of-period payment reduces test year operating expenses by 
$51. 

The seco nd correction concerns payments for purchased 
power, which expense also appears to relate to thirteen months 
of billing activity . Correction of this accrual error reduces 
test year expenses by $582. 

Our review of test year operating expenses also found 
certain non-recurr1ng costs for purchased chem1cals. $2,1~7 

was pa id for purchase and delivery of a deodorizing agent 
(Odophos) that will no longer be needed upon completion of the 
wastewater plant expansion. Accord ingly, we will remove this 

expense since it is no t a n on-go1ng cost. 

Depreciation Expense 

The utility's reported depreciation expense of $62,313 was 
derived using guidel1ne depreciation rates pu r suant to Rule 
25-30.140, Florida Adminis t rati ve Code, applied to plant 
accounts and a c o rresponding 4 .58 percent composite 
amortization rate for its proposed average CIAC amount. The 
reported CIAC amount would correspond to $270,000 received in 
1986, $30,000 (net of income taxes) tor housing units connec:ed 
by September, 1988, and $22,500 (net of income taxes ) to 

. re p resent fifteen housing units to be added by March 1990 

(reported on an average basis). Thus, although the rate base 
calculation includes CIAC available from fo r ty-eight new 
housing units, the provision for depreciation only conside rs 
fi fteen of those connections. 

The utility has requested full rate base inclusion of its 
wastewater treatment plant including that portion relating to 
build-out of the service area. As a matching provision, it is 
likewise appropriate to consider the offsetting effect of all 
CIAC receipts when depreciation expense is determined. Since 
we have denied the utility's request to reduce CIAC by 
potential income tax payments, a revised allowance 'or 

I 

I 

depreciation expense is appropriate . Using the $372, 0 00 CIAC I 
amount and a 4 .58 percent amortization rate, the adJusted 
provision for depreciation expense is $58,884, o r a $3.<2 9 

reduction to the requested amou nt. 
1 
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The ut i ity's operating statement for the projected test 
year includes $16,140 for expected property taxes for existing 
plant facilities, expansion of the wastewater plant. effluent. 
disposal facilities, and other plant improvements. This amount 
was determined ~Y dividing the reported $6.189 property tax 
expense for 1988 by the gross plant investment at December Jl. 
1988 ($659,720). to yield a .94 percent tax rate. and 
multiplying the pro jected plant gross plant balance at March 
31, 1990 by this factor. 

This projected expense was reviewed during the aud i t 
investigation and the auditor recommended a $8,370 reduction. 
based upon the follow i ng considerations . First, t le assessed 
value of the utility's plant facilities for property tax 
pur po ses was $412,620. Second, 1 f the tax payment was made in 
November, when the greatest discount is available, the actua: 
tax expense would have been $5,985, or 1.4 percent of the 
assessed value. Next, the utility was asked to seek 
c o n!irmation from the county as to its proposed method f o r 
taxation of the plant improvements. The utility wa s thu s 
informed that the county wou l d appraise the wastewater plan t 
expansion based upon $.85 per gallon. This new tax amoun t 
would be $1,78 5 determined as follows: 150,000 gpd x $.85 x 
1. 4 percent. The corrected test year expense, therefore would 
be $7,700 ($5,985 + $1,785), or a $8,370 reduction to the 
utility's proposed amount. The utility did not file a written 
response to the audit report, but the Tallahassee Staff was 
informed by utility personnel that no objection to th1s 
adjustment would be forthcoming. We agree that this reduct i on 
of $8,370 in the proposed property tax expense is appr opriate . 

Rate Case Expense 

The utility's requested revenue amount includes a 
prov1s1on for recovery of projected rate case costs. An 
initial $40,000 estimate of total rate case costs was reported 
when the application was filed, to be amortized over four 
yeat·s, for a $10,000 addition to test year expenses. We were 
recently informed that the actual rate case cost wil l be abo~ t 
$30,200. The revised amount includes $25.200 f o r l e ga l 
representation and for professional services provided by a n 
engineer and an accountant, an $1,800 fil i ng fee, and $3,2 00 
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for add i tional costs incuned by the utility's parent company. 

Those amounts appear reasonable in relation to the cost o! 

preparing the application, respondi ng to Staff inqu i rie s, 

reviewing Commission orders and Staff reports, and attend ing 

the various proceedings necessary to complete this case. 

However, since the actual cost will be less than the init ial 

estimate, the u tility ' s revenue requirement will also b~ 

smaller. Thus, we find it appropria te to reduce the provisi on 

for recovery of rate case costs by $2,450 , or the amount which 

reflects amortization of the $9,800 overall reducti on over four 

years . 

Income Taxes 

I 

According to the utility's response to a Staff 

interrogatory, it is a member of a controlled filir.g group for 

federal income tax purposes, the controlled filing group is I 
expected to have taxable income in excess of $335,000, and thus 

no member wi thin the controlled filing group ~ill benefit fr om 

a lesser tax rate than 34 percent. For state income tax 

purposes, the initial $ 5,000 of taxable income i s : not subject 

to t axation, which exemption has been ass igned to the utillty 

in our income tax calculation. 

Thus. we find it appropriate to allow $2 2, 764 for state 

and federal income taxes. This i based upon the equ ity 

_ earnings prov1s1on in the overall rate of return amount and 

application of statutory state {5.5 percen t) and federal (34 

percent) income tax rates. 

REVENUE REQUIREMENT 

Based upon our adjustments and decisions discussed above, 

and to give the utility the opportun1ty to earn an 11.75 

percent rate of return, we find the appropr iate revenue 

requirement to be $456,300, resulting in an annual increase of 

$ 159,009. Schedule No. 3-A shows the utility's projec ted 

operating income; Schedule No. 3-B sho~s our ad justment to the 

operating statement. As will be discussed in the Rate section 

of this Order. we are approving a new fee for use of effluent 

on the golf course. Since that charge is expected to gener ote 

annual revenues of $63,011, the net increase in reve nue I 
requirement relat ive to waste~ate r collection serv i ce is . 

correspondingly reduced to $9S,998. 
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RATES A~D RATE STRUCTURE 

.· 

The utility's existing rates are designed using the base 
facility charge rate structure, which is consisten t with 
Commission policy. Under the base facility charge structure. 
each customer pays his pro rata share of the rela ted cos ts 
necessary to prov ide service through the base facility charge 
and only the actual usage is paid for through the gallonage 
charge. 

The f inal ra tes, whic h we find t o be fair, just. and 
reasonable. are designed to produce annua l revenues of 
$393,269, plus $63 ,011 in annual effluent charge revenues. 

The rates for wastewater service include a base charge for 
all residential customer s regardless of meter size with a cap 
of 10 , 000 gallons of usage per month on which the gallona':ie 
charge may be billed. There is no wastewater gallona~e cap f o r 
general service customer billing. The differential in t he 
gallonage charge for resident ial and general service wastewater 
customers is des igned to recognize that a por-tion of a 
residential customer's water usage will_not . be returned to the 
wastewater system. The utility's current, requested, and our 
approved final rates are shown below for compar ison . 

Wastewater Rate Schedule 

Residential 

Base Facility Charge: 
Meter Size : 
All Meter Sizes 

Gallonage Char9e 
per 1,000 Gallons 
(Maximum 10,000 G.) 

Monthly Rates 

Current 

s 16 . 71 

s 2.81 

Utility 
Reguested 

s 27 .00 

$ 4. 5< 

Commiss1on 
Aporoved 

s 22.00 

$ 3 .02 
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General Service 

Base Facility Char9e: 
Meter Size: 
5/8• X 3 /~· 

1-
1-1/2-

2. 
3-
4-
6-

Gallonage Charge 
pe r 1,000 Gallons 

s 16,71 
$ 41.78 
s 8 3. 55 
s 133.68 
s 267.36 
s 417.75 
s 835.50 

s 2.81 

s 
s 
s 
$ 
s 
s 
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27.00 
67.50 

135.00 
216.00 
432 .00 
675.00 

$1.350.00 

s 4 .5~ 

I 

$ 22 .00 
s 55.00 
$ 110.00 
s 176 .00 
s 385.00 
s 660.00 
$1.375.00 

s 3.63 

The approved rates wi ll be effective for me ter readings on I 
or after 30 days from the effective date of t his Order if no 
protest is timely filed . The util ity must file and have 
Staf f·s approval of revised tariff shee ts a nd a proposed 
c-..:stomer notice, pursuant to Rule 25-2 2. 04 06(9) , Flonda 
Administrative Code, prior to impl ementing the new rates. 

Miscellaneous Service Charoes 

Currently, the utility does no t have any mi see llaneous 
service charges in its tar iff . Rule 25-30 .34 5 , Florida 
Administrative Code, permits utilities to assess charges f or 
mi sce ll aneous services. The purpose of suc h is t o prov1de a 
means by wh i ch the utility can recover its costs of providing 
mi scellaneous services from those customers who require the 
services, rather than from the 9eneral body of ratepayers. 
Accordin9ly, we find it appropriate to requ ire the util i ty to 
implement the followin9 four types of miscellaneous service 
~har9es at the rates set forth below. 

INITIAL CONNECTION 
service 1n1t1at1on at 
previously exist. 

a 
This charge would be 
location where service 

levied 
did 

for 
no t 

NORMAL RECONNECTION This char9e would be levied for 
transfer of service to a new customer account at a p r ev1ously 
served location, or reconnec t ion of s erv i ce subsequr nt t o a 
customer requested disconnect ion. 

I. 
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.• . 

VIOLATION RECONNECTIOtl - This charge would be levied pri o r 
to reconnection of an existing customer after disconnection of 
service for cause according to Rule 25-30.320(2), Florida 
Administrative Code, including a delinquency in bill pa yment . 

PREMISES VISIT CHARGE (IN LIEU OF DISCONNECTION) - This 
charge would be levied when a serv 1ce representative visits a 
premises for the purpose of discontinuing service f o r 
nonpayment of a due and collectible bill and does no t 
discontinue service because the customer pays t he service 
representative or otherwise makes satisfacto ry arrangeme n ts t o 
p ay the bill. 

Tvoe o f Serv i ce 

In i t i al Connection 
Normal Reconnection 
Violation Reconnect i on 
Premi ses Visit (in Lieu of Disconnection) 

Charoe 

$ l S 
S lS 
Actual Cos t 
s 10 

The new miscellaneous service charges are effective f o r 
service rendered on or after the effective date of this Or de r , 
provided that no timely obj ections are filed i n this proceed1ng 
and the ut il ity f i les and has Staff approval of tar i ff sheets . 

Servi ce Availability Charges 

Prior to th i s proceed i ng, the utility did no t have a ny 
type of service availability charge. As previousl y stated, by 
Order No. 21099, we app r oved interim service ava i labil i ty 
charges. In its filing, the utility requested approval of a 
service availability charge of $1,500 pe r ERC or multi-fami ly 
dwelling with an ERC established at 300 gallons per day. As 
previously d i scussed , the uti 1 i ty requested approva 1 to b oo k 
other amounts of CIAC , such as the $270,000 advance f o r 
construction and a $30,000 additional investment for twe n ty 
residences. Future collections at the rate of Sl. SOO per ERC 
for forty-eight ERCs will provide an additional $72,000 in 
C'IAC . We have denied the ut i lity's rec.uest to net the ca s h 
CIAC by the tax on the CIAC. Thus the Sl, SOO cash pa yment \.,; ill 
be treated as CIAC and any tax should be collected in add1 t ion 
to the CIAC or dealt with i n the manner we approve when t he 
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CIAC is received or boo~ed. The total amount of CIAC is 
$372,000 and any tax would be an addition to that figure. 

I 

The cost per gallon for plant capacity was dete rmined by 
analyzing the new plant costs and other plant costs, including 
what was utilized from existing plant , net of retirements. The 
ut i lity expanded its capacity from 300,000 gallons to 450,000 
gallons per day (GPO). The expansion included rebuilding a nd 
increasing the treatment plant's capac1ty a nd improving t he 
qual i ty of effluent to conform with OER spray irrigat 1o n 
spec i fications . These improvemPnts cost the utility $1,097 , 300 
i n cap · t a 1 i n v e s t men t. I n add i t i on , the i n v e s t o r s p r o v i de d 
$105,200 for i mprovement of the retention ponds and assoc ia ted 
system and hardware in an attempt t o as s ist t he u t i li ty in 
making improvements to the system, None of the $1 05 ,2 00 is 
i ncluded in the uti li ty's rate base. 

We believe a serv i ce availability charge and po licy .. r e I 
app ropriate for this utility to have. We hereby a f) pro ve the 
ut ility's request for a service availabi lity charge of $ 1500 
and thus make permanent the inter i m cha rge presently in p l ace. 
A di s cussi9 n of how the charge was developed f ol l ows . 

$/ ERC @ 
Co st Capacity $ / M Gal. 300 GPO 

New w'WTP s 664,100 150,000 s 4.<3 
Existing Plant 185,773 
Ot her Plant 940,502 450,000 L:.ll 

To tal $1,79 0 ,375 $ 6.5 2 s 1,9 56 
•••.•.... .... ..... 

The charge was developed utilizing the information fr om 
the MFRs and was adjusted to conform with our determination o f 
total plant-in-service. The new wastewater treatment p lane 
(WWTP) was isolated to determine its cost. Then the remain 1ng 
plant was allocated to the full 450,000 gallon capacity. 
Existing plant of $185,773 was considered non-capacity related 
and therefore no t included in determination o ! cost per 
gallon. Approximately 75 percent of the cost per ERC of S l,9 56 I 
result s in a charge per ERC o f Sl , 500 rounded up to he nex t 1 
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highest even one hundred dollars. The total amount of CIAC 
whi ch will be booked under this scenario is as follows: 

Ad j ustment f o r unrecorded CIAC 
180 ERC (Prior to 12/31/86) 
20 ERC (Prior to 3/31 / 90) 
4 8 ERC (At build-out 1993) 

Total Cash CIAC 

$ 

$ 

Cash CIAC 

73,3 55 
270,000 

30,000 
72,0 00 

H 5,355 

····--· 
At build-out in 1993 , the ratio o! net CIAC t o net p lant 

in service will be as f ollows: 

Plant in Service 
De prec i at ion reserve 

Net Pla nt i n Service 

CIAC 
Amortizat ion of CIAC 

Net CIAC 

Net CIAC to Net plant (\) 

$ 
( 

$ 

$ 
( 

$ 

1,790 , 375 
592,156) 

1, 198 , 219 
-········ 

44 5,355 
8~.500) 

3 60,855 
--······· 

3 0\ --
The utility is essentially at build-out and collection of 

CIAC charges for the remaining ERCs to be connected during the 
next few years wou ld have little material i mpact on the rat e 
base. We be lieve that the collection o! the $1,500 per ERC and 
the booking of C! AC collected as an advance prior to the test 
year will at least mitigate, to some extent , the i mpact of the 
current plant improvement costs on the service rates. 
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The permanent service availability cha rges will be 

effecti ve for connections ~ade after the effective date of th is 

Order, subject to the filing of and our Staff's approval of 

revised tarlff sheets. The utility shall file its service 

availabllity policy with this Commission for approval. \o.' ithin 

sixty days after the effective date of this Order. Since the 

permanent service availability charge is t he same as the 

interim charge, no refund is applicable. 

Effluent Charoe 

The utility has been providing effluent to the golf 

course. a related party through the investor organization , f o r 

a number of years. Disposal of effluent through spray 

irrigation was determined to be the most cost effective and 

beneficial to wastewater customers and the envir o nment as we ll 

I 

as the golf course. No charge has ever been ~evied for 

ef~luent sent to the golf course holding ponds !o r eventcal use I 
by the golf course, nor has a charge been requested by t .. e 

utility in its application. We believe the utili~y should 

charge for the effluent since it provides a benef it t o the golf 

course. 

The golf course owns and operates all of the pumping a nd 

related equipment and pays for the cost of pumping a nd 

maintenance of all spray irrigation from the holding ponds t o 

the eventual spraying of the golf course. None of the ca pita 

costs are included in the rate base to the was tewater cu stomers . 

The current effluent spray program is designed t o utilize 

the effluent directly from the newly constructed hold1ng tank. 

The tank is designed t o hold 491,000 gallons, about one day's 

effluent when the plant is operating at its design capacity. 

The golf course owners and investors , South Seas Plantation, 

invested $ 105,200 in upgrading and improving a retent ion pond 

and some of the piping involved with irrigation. The util ity 

spent $168,800 on the holding tank. we believe there are 

mutual benef1ts relative to the holding tank versus the 

imp rovements to the pond system. The uti 1 i ty wil l be ab le to 

effe-:tively di spose of the effluent and the golf course will 

receive the nutrients from the effluent as well as avoid 

substantial costs if it had to purchase water from the Is land 

Water Assoc i ation at S< .JO per 1.000 gallons. The golf c o urse I 
has t he ability to pump water from the retention ponds but th 1s : 

method is essent i ally an emergency alternative and not one that 

would be ever used as a principal source of i rrigat ion. If. 
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and for how long, the golf course could obtain potable or an 

alternative source of irrigation is unknown. The service ar e a 

is on an islard and reverse osmos is is the only viable met hod 

of potabl e wate r production . 

we find $.60 per $1,000 gallons of metered effluent to be 

a reasonable rate for the utility to charge. Schedule No. 4 

provides the essential calculations involved in determining t he 

charge that should be paid for by the golf course for effluen t 

spray used for irrigation. The charge is based upon estima t e d 

t o tal plant flows of 105,000,000 gallons annually. The c o st o f 

serv ice i ncludes return on investment net of CIAC and net o f 

investment by the golf course of $ 105 , 200, dep rec i ation a nd 

amorti zation, proper t y taxes, prov is ion for income taxe s a nd 

regul ato ry assessment fee o n the revenue derived fr om the 

c harge. The essential numbers originate from the MfRs , 

respons es to i n terrogatories, and ou r rate base and opera t i ng 

expense decisions. As stated previously, the $63,011 annual 

revenues anticipated to be derived from the sale of eff l uent t o 

the golf course have been removed from the revenues t o be 

suppo rted by monthly service rates. 

Ba s ed on the forego i ng, it is 

ORDERED by the Florida Public Service Com:ni ss i on tha t t he 

applica ti on of South Seas Utility Co. for a waste water rate 

increase in Lee County is hereby a pproved to the ex t e n t s et 

forth in the body of th i s Order . It is furthe r 

ORDERED that each of the 
a pproved in every respec t. It is 

specific 
further 

find i ng s he r ein is 

ORDERED that all matters contained herein and /o r attached 

he reto, whether in the form of discourse or schedules, are by 

this reference specifically made integral parts of th i s Order. 

It is further 

ORDERED that the provisions of this Order, issued a s 

propo sed agency action , shall become final un less a n 

appro priate petition in the form provide\\ by Ru le 25-22 . 03 6, 

Florida Administrative Cod e , is received by the Di r e cto r , 

Di vision of Records and Re po rt i ng at his office a t 101 Ea st 

Ga ines S t reet, Tallahas s ee , Fl :) rid a 32399-0870, by the c lose o ! 

bu s ines s o n Sep t e mber 11 , 19 89 . It is furthe r 
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ORDERED that the utility is hereby authorized to charge 
the new rates and charges as set forth in the body of th1s 
Order. It is further 

ORDERED that the monthly service ra tes shall be effective 
for meter readings 30 days on or after the stamped approva 1 
date on the revised tariff sheets. It is further 

ORDERED that the miscellaneous serv ice 
availability charges shall be effective for 
connections made , respectively, on or 
appro~al date on the revised tariff sheets. 

charges and serv1ce 
service rendered or 

after the stamped 
It is further 

ORDERED that the revised tariff sheets will be app roved 
upon Staff's verification that the tariff sheets are cons istent 
with our decisions herein and that the proposed customer notice 
is adequate. It is further 

ORDERED that the utility shall notify each customer of the 
increase s authorized herein and exp lain the reason for the 
increa s e s . The form of tt.e notice and explanation shall be 
submitted to the Commission for prior approval. It is further 

ORDERED that the utility's request to record service 
a vailability charges net of expected income taxes is denied. 
It is further 

ORDERED that, in the event no protes t is timely received , 
and upon the utility's filing and Staf f's approval of revised 
tar i ff sheets and customer notice, the utility shall be 
released from its corporate undertaking and the docket shall be 
closed. 

By ORDER of 
this 21st day of 

( S E A L ) 

NSD 

the Florida Public Service Commissi on 
_ _.:.,:.AU:.;CO=S:..:T ____ , 1989 

STEVE TRIBBLE, Director 
D1vision of Records and Reporting 

-42-
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NOTICE OF FURTHER P10CEEDINGS OR JUDICIAL REVIEW 

The Flo rida Public Service Commission is required by 
Section 12 0 .59( ~). Florida Statutes, to not ify 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 t hat 
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 . 

The action proposed herein is preliminary in nature and 
wi 11 not become effective or final, except as prov i ded by Ru le 
2 5 - 22. 029, Florida Administrative Code. Any person whose 
substantial interests are affected by the action propo sed by 
this order may file a petition for a formal proce eding, as 
prov i ded by Rule 25-22.02 9(~). Florida Administrative Code, in 
the for m provided by Rule 25-22.036(7)(a) and (f), Flori c. a 
Admi nistrative Code. This petition must be received by the 
Directo r, Divislon of Records and Reporting at his office at 
101 East Gaines Street, Tallahasse , Florida 32399-087{), by the 
close of business on September 11, 1989. In the absence of 
such a petition , this order shall become effective September 
12, 1989. as prov ided by Rule 25-22.029(6 ) , Florida 
Administrative Code, and as reflected in a subsequent order. 

Any objection or protest filed in this d ocket before the 
issuance date of this order is considered abandoned unless it 
satis!"ies the foregoing conditions and is renewed with in the 
specif i ed protest period. 

If this order becomes final and effective on September 12, 
1989, any party adversely affected may request judicial review 
by the Florida Su preme Court in the case of an electric , gas or 
telephone ut1lity or by the First District Court of Appeal in 
the case of a water or sewer utility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropriate court. Thi s filing must be completed within 
thirty (30) days of the effective date of this ord~r. pursuant 
to Rule 9.110 , Florida Rules of Appellate Procedure. The 
notice of appeal must be in the form spec i fied in Rule 
9 . 900( a) , Florida Rules of Appellate Procedu re. 
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I 

SCHECU..E NO. 1-A 

cx:x:>.£T NO. sa 1519- s; 

~TEO 

liT ILI TV TE Sl YE ~ CO"T''I !:5: Ool 

~Tl'£1frS PER UTIUi't' A?JI.STI"CtHS 

c::::M'11 $5 1 ()ol 

A?JUSTE:O 
TE~T YEM 

1 IJTl ITY PL~T IH SERVIa: S 1,6S7 .020 S 0 s l.o57 ,0:0 s 73.!~5 s 1.7!0. 375 

60.000 0 61J !OOO 0 

" 5 N:J'-1-USEO & l&FU. c:::l"P~HTS 0 0 0 

6 
7 C . W. I.P. 
e 
9 C.l.A.C. 

10 
ll ACO.M..l..AT£0 OCP~CIATI()II 

1:! 
1! ~r::AT:CN OF C. 1 .A.C . 
14 
15 r:ovt~o~=::s F'CA c::>l$lRl..CTI()II 

16 
17 ~IN:; CAO:Tq_ q_L~ 

19 
19 AA T'E &c.s:E 
::?0 

0 0 

(~7 ,loU ) 

0 

0 

(~2 .072) 

(193.507 ) 

6,7o5 0 6, 765 

0 0 0 

11 .000 0 11.000 

0 

(l.: . 861 ) 

l O ,oZ.: 

o. 

0 

(j.:.l~ )t 

----------- ----------- ----------- -----------
----------- ----------- ----------- -----------

0 

0 

0 

J 1. C(.() 

1.1c5.0.: 1 

----------------------
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SO.ITH SEAS IJTIL ITY Ol"9~V 

~USll"ENTS TO RATE BASE 

TE$T VE~ ENt(O J / 31/90 

SCHEOU.. E 1'10 • 1- B 

PAGE 1 CF 1 
CXXX£T NO. 881518-SJ 

l lJ!LlTY Pl~T IN &:RVIC£ 

2 ------------ ---------------- -----------
3 Adjustll'e"t to reflec: unrecoroed prccerty c:::ntrib.JtiO"s 

4 

s 
6 CIA:: 

7 -------------------------------------
E l. P<:l jvsurent. to reflect unrecorded prooerty c:::ntrib.Jti0"5 

9 ~ ~JU~tment to reflec: all pr ojecteo CI~ rece~Pts 

10 at S 1, S.:O per COYle:: iO" 

11 
-12 
13 ~ATEO C€P?£CIATID-I 

14 ----- ----------------- -------- ---- -----

15 1. ~~ttnent to r~flec: aco.J~nJl&ted deC>recl&tlO"'' of Lr~recor~ 

1o prooerty con:r!OUtlO"''S 

17 ::! • .:.0.)U5tn'ent t o res:3U! AC::UTUl.Ated oeorec~&t l. O"'' at J une !.0. 1<179 

lB 
19 
:x> 
2,1 ACO.l"l..LATEO ~Til A TID-I ( Cl~) 

~ ---------------------------------------
2.3 1. ~.)U5t.n'e"''t to reflect ac::o..m.Jlateo M'Of'ti!4tlO'l of Lr~recorded 

'Z.4 p r ooer t y c:::ntributlons 

::S ~ ~JVSttnent to aver .Jge ~l.Jnee to 3gree Wl th revi~ CIA: ,)nO..Jf'lt 

2o 
'Z.7 

7!.355 

(7~. !~:. ) 

l ::9. 9'29 ) 

-- --------------------

UI).S79 ) 

ll4,8el ) 

----------------------

10 .579 

l OS 

lO.ol;.! 

------- --------- ------
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l L~G TERM DEBT 
2 
T .... 9-ic:RT TERM CEST 
4 

5 o.JSTO"ER C€POSITS 

6 
7 PP£F'E~::> STCX::X 

8 
9 CO"T"'' EOJITY 

10 
ll IN\IESTI"£NT TtU< CREDITS 

l::? 
-1! C'€F'EAA£D I NCO"'£ TA."CES 
14 
15 OTHER c:Pii~ 
1o 
17 TOT::t. C.:.? IT~ 
18 
1'? 

s 
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SCHEDULE NO. 2-B 
CXX::XET NO. 681518-SU 

I=OJUST PRO RATt:~ NET 

FCR E~ R£CO>IC!LE roJUSTt"ENT 

----------- ----------- -----------
0 $ (9<:,759 ) $ (9.:. 759 ,' 

0 0 0 

0 0 0 

0 0 0 

(:6,680) ( 2S,Oc5) {54,7<e5) 

0 0 0 

0 0 0 

0 0 0 

----------- ----------- -----------
(~6.6.90 ) ~ l1=.~~) $ ( J~?.~ ) 

----------- ----------- ---------------- ------ ----------- -----------
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SOJn1 SEAS VTlL I TY CD'P:w't 
A:.Jl.Sn-£NTS TO CPEAATI....C STATEI"£NT 

TEST VC:~ ENXO 3/31/ CN 

s:::>1t~E NO. 3-B 
P:.Z 1 CF I 
OCX:XE:T NO. es 1 5 E:-SJ 

1 o:»EAAnNG R..CVEN.£5 

2 ------------------------------------
3 Ao.)U~:.r.tent to rerrove r~ted r .lt e incr~ 

5 
6 CPEAATJQ-1 tW:> ~I~ E>O'ENSES 

7 --------------------------------------
8 1 • t:.c )Or.. :.r.ent t.o r ettOVe mu.c 1 ~ lfl e:j refund MO.Jnt 

9 2 . ~ .)V!: :.rren:. to r errove m1 ~. c.s ~ fi ed 0"~ l neen.no c:::'5 a 

l 0 3 . AC .l'--s :r.o'lt :.o r enove ntnr eo.Jr nn9 c:~ena ::.a 1 C"\&1" OC$ 

11 
12 
l~ 

4 

!5 
16 
li 
16 
!9 
20 
21 

.: • Ao.)V'5:.tre"'t :.o r~ o.Jt-of-perioo ~roes 

5 . Ac .)1 .. :$ :.n-en:. OJe to r eo.r.::eo rate c=s:. c:::'5::. 

1. Ad.)u~:.rren::. t.0 raflec: revised te5t yur C!AC oalA'"Iee 

2. Ac.)US:.trent ~ ot~set t~:. )"eM ~e::la'tl.O"l oy Pt"O.)~ed Cl~ 
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ATIACHt>iENT 2 
Page 30 of 30 

Schedul e No . 4 

sus, 355 
Cross CIAC to ;rosa plant in aervica ratio 

(Not.e 1) ---------- • 0.24875 
$1,790,375 ~----

Utility investaent in tilterinq an~ disposal 
£!!luent diaposal $366,700 

Utility property (f 25\) 169,000 

(Note 2) --------
Total cost $535,700 --------

Inves~ent net o! CIAC and golf course investDent 

$535,700 - $105,200- (($535,700- $105,200 ) X 0.24875) • $323,(13 ------· 
cost o! service tor at!luent 

Rata ot return on investment - 1l.75t 

Cocposita depreciation; aaorti:ation rate 
Property tax rate/ S (57,770/51,790,375) 

Income tax rate/SROI ($22,764/5136,892 ) 

- 4.58\ 
- 0.00(3 
• O.l663 

(Note 3) 
Return 
Depreciation 
Amo:"";i:ation 
P:-op. Ta.xes 

($535,700 -

Provision tor incoce taxes 

Subt.otal Cost. 

$323 , 413 X 0.1175 • 
$535,700 X 0.0458 • 

$323 ,413) X 0.0,58 • 
$535,700 X 0.00'3 • 

$38,001 X 0.1663 • 

Regulate~ Assesscent Fee Cross Up 

Annual cost ot aervice 

$38 ,001 
$2,,535 
$(9,723 ) 
s 2,30' 
$ .6, 319 

$61.06 -------0.975 

$63, Oll ......... 
cost per 1,000 gallons • $63,011/105,000 • $0.60 per 1,000 g~l. --

Notes to schedule 

-----------------Note 1- Based .upon achedula no. 1-8 . 

Nota 2 - Basad upon KFR p . 41 and interrogatory no. 18. 

The utility estiaata~ that 25\ ot the investaent in plant 

listed as utility property abo~;~ be considered in the 

basis tor deter:ination o! an •·· uent charge to the 

gol! course. 
Note 3 - Baaed upon schedule no. 3-8. 

·' I 

I 

I. 
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SJJTH SEAS UTILITY P~Y 

SO£ E CF" SEW:R RATE BASE 

TEST YEAR EI«D 3/31/90 

1 UTIL ITY PU~IT IN SERVIC£ 
2 
3L~ 
4 

$ 

5 N -USED & L&F CD'PO'fENTS 

6 
7 C.W. I.P. 
8 
9 C.I.A.C. 

10 
11 ATED CX:.:PRECIATID-1 
12 
13 AMORTIZATION Of C.I.A.C. 
14 
15 rov~s FCR CQ-.~Sm liON 
16 
17 ~~ING ~IT~ f:LLCW~:r: 

18 
19 RATE BASE 
20 

$ 

TEST YEAR 
PER 

UTILITY 

-------------
1,657,020 $ 

60, 0CX> 

0 

0 

( 297,144) 

(193,567) 

6 . 765 

0 

ll , OCX> 

-------------
1,244 ,074 $ 

--------------------------

-

ADJUSTED 
UTILITY TEST YEAR 

?'OJUS fl"'EN TS PER UTILITY 

----------- -----------
0$ 1 ,657 ,020 $ 

0 60, 0CX> 

0 0 

0 0 

(44,928) ( 342,072) 

0 (193 , 567) 

0 6,765 

0 0 

0 ll,OCX> 

----------- -----------
(4<1, 928)$ l,l<n.l46 $ 

----------- -------- -------------- -------- ---

SCHED...L E NO . 1-A 
CO::XET NO. ~1518-SJ 

•MTSSIO~ 

ISS ION ADJ\.GTED 
ADJUSTI"ENTS TEST YE 

------------ ----------. 
73. 355 $ 1 • 7.!,0 . 375 

0 60 .0CX> 

0 0 

0 0 

(103 , 283) ( 41t5,355) 

( 14 ,861) (208 .428) 

10.684 17 ,44q 

0 0 

0 11 .000 

------------ -----------
(3-1 ,105)$ I .165 ,041 

--- ·------- ----- ------------ --- --- ----- -----

-
"'000 
:t:>O:xJ 
C1no 
,..., "' ,..., ,..., ;:Q 

.c.~ 
0 ::: 

:::0 
0• 

N 
CON 
coo 
-1.0 
Ul.C. ...... 
(X) 
I 
VI 
c 
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SOJT"i SEAS UTILITY ~y 
SCHEDULE NO. 1-B 
P.:.3( 1 1 

roJLJSTM::NTS TO RATE BASE 

TST YEAA ENDED 3/31/00 cxx:>.ET NO. ~1518-SU 

EXPLA'>IATl~ 

1 UTILITY PLANT lN SERVICE 

2 ---------------------------------------
3 AdJuS~ment to reflect unreooroed pr~rty oon~ributl s 
~ 

5 
c. CIAC 

7 - - ------------------------------------ -
e 1. ~jjustment to ref ec~ u~reooro3d ~rooerty con~rlbutlon~ 

9 2 . AdJustment. to reflect all proJected CIAC receipts 

10 a:. $1.500 pe .. con11ection 
11 

13 ~CO .. M ... u:~TED DEPRECI ATIO" 

14 ---- - ------ ----------------------------
:. 5 l . Adjustment t.o reflect accurrulated de::>reciat_on of unrecorded 

16 prepe~ty contributions 
17 2. Adjustment to restate accumulated dePreciat ion at June 30, 1979 

18 
19 
20 
21 ~ATED ~TIZATI~ (ClAC) 

22 ---------------------------------------
23 1. AdJUstment t o refl~ accumulated amo~ti:ation of unrecorded 

24 preperty contributions 
25 2. AdJUSUTent to averaQe balance to a01ree with revised CIA: am:>..~nt 

26 
27 
2e 
~ 

.30 -, ..:>-

roJ TI"ENTS 

(73 ,355) 
( 29 . 928) 

( 103. 283 ) 

--------- ------------

( 10, 579) 

( 1-',861 ) 

----------------------

10 ,579 

1C5 

10.~ 

----------------------

I 

I 

I 
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SO'JIH SEAS UTILI IY COI!PA Y 
m 11 A. muc rtrll! 
I[SI rE AR £•OED 3/31/90 

OESCRIPIIO 
•a••••••••••••••••••••••••••••• 

I LOif' ICRII CEll 
2 
3 SHORI IERII DEll 
4 

~ CUSIO~U O£POSI IS 
6 
7 PREfERRED SIOCl 
8 
9 COli Qjj (CUllY 

10 
II I VESI/'f 'I I'll CAlOIIS 
12 
ll OEfERR£0 l~CC £ tAXES 
14 
1s orm em tA. 
16 
17 lOlA wmt I 
18 
19 
20 
21 
22 
ll 
24 
2S 

AIUUSIEO 
IESI Y£1:11 

PERUIIlllr 
........... 

m.m 

0 

0 

0 

320,932 

0 

0 

0 
• ......•••• 

1,31U4S 
•....... ... .............. 

wm111 COS I 

7U9\ II 03\ 

0.00\ 0.00\ 

0.00\ 0,00\ 

0.00\ 0.00\ 

2UI\ IUS\ 

0.00\ 0.00\ 

0. 00\ 0.00\ 

0.00\ 0.00\ 

100.00\ 
........ 

493 

SCH[DUl( kO . 2·A 
OOCl£1 o. mm-su 

COit.'IISSICll 
AOJUSIIIWS UlA~C£ 

W£ l'KUO 10 UfllllY PCii WEIGH IEO 

COS I ElH1811 COMISSI~ llti'HI COS I COS! 
.......... ... ............ 

8.lC \ (9c,m)s 898,8~4 77 .IS\ lo.98\ em 

0.00\ 0 0 0 00\ 0.00\ 0.00\ 

0.00\ 0 0 0.00\ 0.00\ 0.00\ 

0.00\ 0 0 0.00\ 0.00\ 0.00\ 

UO\ (SC, HS) 266,181 22.&5\ 13.9S\ 3.19\ 

0.00\ 0 0 0 00\ 0.00\ 0.00\ 

0.00\ 0 0 0.00\ UO\ 0.00\ 

• • 
0.00\ : 0 0 0.00\ 0.00\ 0.00\ 

•••••••• I .. ... ......... ............ 
I 

ll.BC\ : I ( 149,SOC)S 1,16S,041 100.00\ 11 .66\ 

• • •• •• • • I ·····-····· · .. .............. ........ . ....... 
• • •• •• • • I ......... ...... . .•••...... 

RANCE Of REASO A!~(K[SS LOll HICH 

EOUITY IUS\ IUS\ 
....... ....... 

OV[RALl RAJ( or R£1UR- 11 .m 11.89\ 
....... ........ 
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s:>JTH SEAS UTILI Y et::I"P~Y 

f:OJ ..-Tr-t:NTS TO CAP IT~ STR\..CT\.RE 

TEST YEM ENOCO 3/31/% 

OCs:RIPTI 

--------------------------
1 LO'-lG TERM OCBT 

2 
"t ... SH~T TERM DEBT 

4 
5 CV3T R OCPCSITS 

6 
7 P~F'ERR£0 STOCK 

8 
9 CXJ-M:'1 EOJITY 

!0 
11 INVESTI'ENT TAX CREDITS 

::? 
13 DEFERRED !NCO-£ TAXES 

14 
!5 OTHER CAPITct. 
16 
17 TOT~ CAP IT~ 
18 
19 

$ 

$ 

SCHED...LE NO. 2-B 

DOCXET NO. 891518-SU 

I=OJLST PRO RATA NET 

F'~ EAAm R£CO>~CILE USTI'ENT 

----------- ----------- -----------
0 $ (Q4,759) $ {94 , 759) 

0 0 0 

0 0 0 

0 0 0 

(26,690) (28 ,Qe.5 ) (!)4 ,745) 

0 0 0 

0 0 0 

0 0 0 

----------- ----------- -----------
(26 , b80) $ ( 122 ,8:?4 ) s (1~9,504) 

----------- ----------- ---------------------- ----------- -----------

I 

I 

I 
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SOUTH SEAS UT ILITY COftPA~Y 

STAI(ft!-T Of 5£~£R O~EP~TIO'S 

T£51 t[Aq [ 0£0 l/ll/90 

0£SCRIPJJO 

I OP£RATI ~ ll(V[MU($ 

7 
l O#[~QIIa; £lPlNS£S 
~ 

5 
6 
1 
8 
9 

10 
II 
12 
u 
14 
IS 

OP£RUIO t. 0 IIAIIII£ ~WC£ 

omrmiiG~~ 

AlUm Til All QM 

IA.£5 OT"£R IK~ IHCO~£ 

IHCGft! TAX£5 

16 TOTAL 0f£RATIH; EXPENSES 
11 
18 
19 OrERAIIKG !NCO'! 
20 
21 
22 RATE BAS£ 
23 
7C 
2S RAT£ or ~ETU~ 
26 

Utllltr 

Tm nAA umm AOJUST£0 
PER UTilllT AOJIISi ftEMTS 1£$1 l[AJ 
............... ............... .... . . . .... . .. 

297,291 s 1Sl,OSI I C!O,Hl I 

707,HS S 20,122 s m.m 1 

67.m 0 62,lll 

0 0 0 

u ,m u.m 28,162 

0 25,222 25,222 
................ ............... .......... .. ...... . 

279,o9S I 51,569 I 338,26( s 
... ··-····· . . ... .. ....... ................. 

17,S96 S 17C ,~8l S 142,078 S 
··········· . ............................ . ...... . ...... .. .... . ........... .............. . 

S 1,244 ,074 I 1,199,1~6 

.. .. . .. .. . .. .. . .. . .. .............. .. ............. . ............ . 

I.Cit lUSt 
............... .. ........... .. ............ .. . .......... . 

SCM£out£ MO. l·A 
oocm 110. amra·su 

c ISS laM 
COMISSIO AOJUSI£0 

AOJUSII\! IITS JEST YEAA 
. ...... ......... ............ ..... 

( ISl,OSI)I 297,291 I 

(l,m)s 218,569 I 

(l,ml S!,SSC 

0 0 

(12,9C6) 15,216 

(25,222) 0 
. ...... . ... .. ....... ............ 

(CS,S9S)I 292,669 I 
. .................... ................... 

(137,4S6)S C,622 I 
.. . .. . .. . .. .. . .. . .. .. ................ .. .. .. . . .. .. . .. . .. .. .. ............ .. 

S 1,16S,OCI 
........... ..... ... ......... ... 

0,40\ 
............. ............... 

495 

Rn£ V£ 
111Cil£AS( 0 R£V£MU£ 
(DE CRUS£) RECUIWI£KT 
............... ................ 

m.m s csc,ssc 

218,569 

SB,!8C 

0 

l.m 19,U8 

22,1'9 22, 1!9 
................. ............... 

76,071 s 318,HO 
............. •····•··•·• 

131,722 s 135,84( 
.. .. .. .. . .. . . .. .. .. .............. . . .. .... .. .. . .. .. . .. .. .. .......... . . 

I l , l6S,O~ l 
....... .. ......... . .............. .. 

11.66\ 
................ .. .. ........... .. 
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SOJH 'XAS UTlLJTV tJt~Y 

.,l.GTI"ENTS TO CPI:AAT ING STATt:I"Ct<T 

SICH( t"U. e:: "10. • - b 

P;a: 1 CF l 

TEST YE.:A E 0 ~/31/Q() 
ocn<ET NO . ~l c;lS-9J 

ER~Tit<G REV(t S 

~ ---------------------------------------
~ A:::JU!;' tYlt to reno. re....estea rc.t.e increa~ 

4 

5 
c OJEAATlO'~ A'.,'!) ~lNTENtJI~ E)IJ)ENSES 

7 ---------------------------------------
8 l. Ad.)UStnY.nt to r~ m~~la~~l t k>d refurld MOJ't 

9 :? . Ad~t.ment t.o rerrove m1 ~la~s11 . ed ~ .. nt::enng C:OSl$ 

10 3. Ad.)USLIIY"t'\t to renove no'lrocurf1nQ c:ncwnical c;:n..,r~ 

! 1 4. Adju~t.~ra·n. to r<Y~ovc o.Jt-of -oonod c:t\ar~ 

.2 S. AOY-t"Tlent O-Je to rt!OJCed rate cost. c:czt 

!Z 
-~ 
!5 ~PRECIATl()ll EXPENSE 

16 ---------------------------------------

:7 1. ~)IJ5t.tront to reflect revi ~ test year c:~ bala."'Q! 

!8 -. AdJUStment to offset test year oc;:>re:i atlO"' by pro)eet.ed cue 
!9 ($72, 000 ~ 4.~) 

20 
:?1 
:2 TAXES O~ER lHAI-I INCO"E TAX::S 

~3 ---------------------------------------
2( 1. Remove gross receipts tax relating to reouested rate increase 

25 2 . Rec:l.la:O"\ to pro forms provislO"' for in:reased prepe-ty taxes 

26 
27 
2S 
29 lNCO"'E TAXeS 

30 ---------------------------------------
31 ~errovt:. r eo.Jested orovisiO"' for inccrre taxe 

~2 

Z3 
.!-' CPEAATING REVC:NV::S 

35 ---------------------------------------
36 R~ increase to ~ieve revenue re::J.JirMe""~t 

n 
38 
39 •A ":S OTH::R TH~ !Nc::::M! 7A>ES 

~ ---------------------------------------
q G:~-~s receipts re~ ted to r~ revEnUe in::r~se 

(2 
(3 
L4 :NCO"-E T A>E S 

(5 ---------------------------------------
'6 lncone tc.L>CeS related to r~ r~venue reo.Jlretrent 

(7 

$ 

$ 

s 

£ 

( tro.051 ) 
-- -------· ·----------

:?,S:>:> 
( 1 • :?::.E.) 
(:? ,147 ) 

( t..!.!) 
(:? . .!SO) 

-----------
(3 ,09S) 

----------------------
( !31 ) 

(3 , 298) 

-----------
( 3,4:9) 

----------------------

(.:,576) 
(8 ,370) 

-----------
(l2,q~6) 

----------------------

(2~.:2:?) 

====-====== 

s .!.57 . 293 
----- ----------------

----------------------

----- -- -------- ------

I 

I 

I 
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