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FINAL ORDER SETTING RATES ANP CHARGES . FINING 
UTILITY $2 . 500 . ANP REQUIRING ESCROW OF REVENUE 

ANP CHARGES COLLECTED FROM WILPERNESS DEVELOPMENT 
PENDING AN INYESliGATION TO BE COMPLETED 

IN A SEPARATE POCKET 

BY THE COMMISSION: 

BACKGROUND 

I 

I 

Poinciana Utilities , Inc. , is a Class B water and sewer 
uti lity with approximately 2 , 498 water customers and 2 , 296 I 
sewer customers . Based o n the Utility's 1988 annual report , 

OOC\!lt\EN1 t..U"3r:q-OATE 

1103 2 ttOV - 9 l333 
~,..,.,. o~l'non<:./RFPORTlNC 



I 

I 

I 

ORDER NO. 22166 
DOCKET NO. 881503 - WS 
PAGE 2 

annual reve nues were $408,070 for water and $586,174 for sewer, 
with net opera t ing income reported at $49,686 for water and 
$(36,608) for sewer. 

On February 22, 1989, Poinciana Utilities, Inc. , 
(Poinciana or the Utility) filed this application for increased 
water and sewer rates in Osceola and Polk Counties. In its 
application, the Utility requested rates which would produce 
annual operating revenues of $525,594 for water service and 
$807,395 for sewer service. Those requested revenues e xceeded 
test yea r revenues by $124,574 and $218,985 for water and 
sewer, respectively. The Utility did not request an interim 
increase. 

The test year approved for this rate application is the 
twelve-month period e nded October 31, 1988. On April 3, 1989, 
we issued Order No. 20974 suspe nding the rates proposed by the 
Utility. 

On May 1, 1989 , the Office of Public Counsel filed its 
Notice of Intervent ion in this proceeding, pursuant to the 
provisions of Section 350 . 0611 , Florida Statutes. On June 8, 
1989 , by Order No. 21356 we acknowledged the intervention of 
the Office of Public Counsel. 

A prehearing conference was held on July 5 , 1989. As a 
result of that prehearing conference , Prehearing Order No. 
21553 was issued on July 17, 1989. That Order set out the 
i ssues to be heard , defined the posit ions of t he parties , set 
the or~er of witnesses , and disposed of other p r ocedural 
matters. A formal hearing was he ld o n July 20 , 1989. 

STIPULATIONS 

The following stipulations we re agreed to by the Utility 
and the Office of Public Counsel and were supported by our 
Staff. We find these stipulations to be reasonable and , 
therefo r e , we approve them. 

1. To correct a misclassi fication of sewer plant-in- service 
between plant and land, the following adjusting entry should be 
made: 

~t Description Debit Credit 

354.2 Struct. & Improve. $14,096 
361.0 Collection Sewers $ 17,136 
353 . 2 Land $ 31,232 
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2. The Utility has not recorded an adjustment which was 
incorporated in Commission Order No . 15796. Therefore , both 
average and year-end accumulated depreciation should be 
increased by $20,285 for water and. decreased by $17,058 for 
sewer. 

3. The reserve balance of accumulated depreciation s hould be 
increased by $9,100 for water and $13,142 for sewer to reflect 
the pro forma increase to depreciation e xpe nse for adjustment 
to the guideline depreciation rates, consistent with Commission 
policy. 

4. The Utility has not recorded an adjustment which was 
incorporated in Commission Order No . 15796. Therefore, the 
13- month average balances of accumulated amortization of CIAC 
should be increased by $62,299 for wa ter and $58,393 for sewer . 

I 

5. Preliminary survey and investigation charges should be 
removed from the wor king capital calculation. Therefore, I 
working capital should be decreased by $1,178 for water and 
$2,068 for sewer. 

6. The capitalization and cost of Avatar Utilities, Inc. and 
Subsidiaries , consistent with the capital structure set out in 
Order No . 15796 in the prior case, is the appropriate capital 
structure to use in this proceeding. 

7. The leverage graph, adopted in Order No. 21775 , issued on 
August 23, 1989, provides that this Utility ' s return on equity 
is 13.95\. This leverage graph is the appropriate one to use 
in the calculations for this procee ding. 

8. The following adjustment should be made to reflect 
purchased power at the actual test year levels: 

Water Se wer 
A. Adjust for out- of - period 

expenses. 
B. Remo ve end of year accrual. 
C . Correct expenses for coding. 

$345 
( 53) 

$ 292 

$ 6,163 
(592) 

2.482 
$ 8,053 

9. A four-yea r period should be used to amo rtize rate case 
expense consistent with Commission policy. 

10. Annual amortization expense of $13,760 for the prior rate 
case should be removed because this expense will be fully 
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amortized shortly after rates for the current case go into 
effect. 

11. The Commission allowed $25,700 for rate case e xpense 
related to the service a vailability portion of the last rate 
case, Docket No. 84004 7- WS. This expense was to be amortized 
over 8 years . The annual amortization to be included f or this 
e xpense is $3,212. 

12 . Depreciation expense is overstated due to the inclusion of 
depreciation on power operated equipment. Depreciation should 
be reduced by $5,203 for water and $1,153 for sewer. 

13. The appropriate net depreciation expense to be used in the 
determination of rates is $30,956 for water and $40,526 for 
sewer. 

OUALIIY OF SERVICE 

Our findings regarding this Utility's quality of servic e 
are based on testimony regarding compliance with state 
regulations and customer testimony from the public he aring . 
Poinciana has four waste water treatment pla nts in its service 
area. The Department of Env ironmental Regulation (DER) Witness 
Darling t e stified that there has been no enforcement action 
against these plants wichin the past two years. The s e 
treatment plants are capa ble of serving present customers base d 
on permitted capacity. The Utility has appli·ed to DER for an 
expans ion at Plant #3 since it has an una uth•nized discharge. 
The plant capacity is suffic1ent , but it discharges to a 
wetland known as the Boot, and the Boot discharges into a ditch 
which discharges to London Creek and then to a surface water o f 
the state. The discharge from the wetlands :to the Creek was 
designed for emerge ncies o nly, but i nstead !discharges more 
often then its permit allow~ . This problem iu being address ed 
in the expansion through DER's permitting process. 

Wit ness Darling testified that the overall maintenance of 
the treatment, collection and disposal fac i lities was 
satisfactory. There have been periodic complaints of manhole 
overflows or lift station failures , but Witness Darling 
t e stified that by the time DER receives a complaint from a 
customer , the Utility would have already notified DER of some 
kind of failure, typically mechanical in nature. 

Poinciana has four water treatment plants. Two plants 
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are in Osceola County and are r egulated by DER ' s Central 
District . The other two plants are in Polk County a nd are 
regulated by DER ' s Southwest District with the assistance of 
Polk County . Witness Miller testifie d r egarding the two wa ter 
sys tems in Osceola County. DER performed an inspection of 
these plants o n June 1, 1989 . Witness Mille r discussed the 
technica l violati ons r esulting from that i nspection. He stated 
that it i s not uncommo n for a Utility to receive a notice of 
violation after an inspection. The Ut ility normally agrees to 
a specific time in whic h to make the requi r ed modifications . 
Poinciana met with DER to r esolve the violations , a nd agreed 
that it would e nter i nto a consent agreement to correct t he 
violations. The technical violations did not affect the 
quality of wate r or appe arance of the plants. Witness Miller 
testified that the water produced by t he Utility met the state 
and f e deral maximum contami nant l evels for primary and 
sec o ndary wate r quality standa rds , and stated that additional 
treatment of the water was no t necessary as a r esult of the 
c hemical analyses. The plants have sufficient capacity to I 
serve the Utility's present customers at t he required mi n imum 
pressure . He further stated that the overall ma intenance of 
the treatment plants and dist ribution system was satisfactory . 

The two plants in Polk County we r e i nspected by Polk 
County Witne ss Ko 11 inger. There we r e no warn ing notices or 
f o rmal enfo rcement actions against these facilities. There 
we re some technical vio l ations no ted in his May 2 , 1989, 
inspe ction report. The Utility responde d by letter on May 15 , 
1989, sta ting that two of the four violations were corre cted 
and it had plans for correcting the remaining two violations. 
Wi tness Kollinger testified that the wate r produced by the 
Utility met state and federal maximum contaminant levels for 
primary and secondary water quality standards , and stated that 
additiona l treatment of the water was not necessa ry as a result 
of the chemical analyses. The plants have suffi cien t capacity 
t o serve present customers at the required minimum pressure. 
He further st a ted that the overall mainte nance of the treatmen t 
plants a nd dist ribution system was satisfactory. 

Approximately 25 customers testified at t he he aring . The 
Utility was r equested to respond to eleve n specific complain ts 
by the customers . The Utility provided information r egarding 
its r esponse to these complaints in a late- fi l ed e xhibit. The 
Utility provide d adequate explanations, with the exception of I 
the provision of the required not ices, which we wi ll address 
l ate r herein. In addition, a late - filed exhibit was provi ded 
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by the Utility regarding its customer relations program. This 
program appears sufficient for determining the source of us~gP. 
problems on the customer side of the meter. 

Based on our consideration of the foregoing, we find that 
this Utility's overall quality of service is satisfactory. 

DENIAL OF PUBLIC COUNS~L ' S MQTION TQ DISMISS: 
$2.500 FINE FQR NQTICE DEFICIENCIES 

During the custome r testimony portion of t hi s hearing, 6 
customer s testified that they had not r eceived adequate notice 
of this rate increase application and of the hearing . The 
Office of Public Counsel moved to dismiss this rate proceeding 
be cause the Utility did not technically comply with Order No. 
21235 and the Commission ' s Rules regarding provision of notice 
to customers of rate applications and public hearings. The 
noticing requirements for this proceeding are set out in the 
Order Establishing Procedure, Order No . 21235, and Rules 
25-22.040 and 25-22.0406, Florida Admini strative Code. These 
require that the utility begin noticing its customers within 30 
days of the rna i ling of the rate case time schedule and that 
they receive notice of the hearing no later than fourteen days 
prior to the heari ng. 

The Utility filed a Report on Customer Notices on August 
10, 1989 , as a late-filed exhibit, in which it admitted having 
failed to comply with the technical requirements of the 
Commission ' s Rules regarding providing notice to customers of a 
rate increase proceeding and not complying with Order No. 
21235 , the Qrder Estijblishing Procedure. The Utility explained 
that it had difficulties sending out the notice of the hearing 
because of the July 4, 1989, holiday weekend. The Utility 
stated that it regretted that the rule requirements were not 
precisely met , but that it believes that the customers in this 
proceeding were not prejudiced because notice was supplied, if 
late, and because the customers were represented by the Office 
of Public Counsel. 

It is apparent that the customers were generally aware of 
the rate increase application and that they were represented by 
the Office of Public Counsel with great professionalism. 
However, the Utility did not not ice its customers of its filing 
of this rate increase application in compliance with our Rules 
and the Order Establishing Procedure. Nor did the Utility 
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notify its customers of t he date of the public hearing i n this 
matter in compliance with our Ru les and the Order Establishing 
Procedure. These not ice requirements , as set out in ou r Rules 
a nd in the Order Es tablish i ng Procedure, are extremely 
impo rtant . This is not o nly bec a use the cus tomers may be 
prej ud iced by lack of no tice , but because this Commission i s 
also prejudiced by the lack of informatio n that may res ult whe n 
c ustomers do not receive adequate notice . This case has an 
unusual, bu t e ffective , example of this very phenomenon in the 
Wilderness matter. It i s possible that the Commission would 
have received more information, ear lier o n, from customers on 
this matter if t he customers bad r eceived more timely notice . 
I n consideration of the foregoing, we find it appropriate to 
deny the Public Counsel • s Mot ion to Dismiss , but to fi ne the 
Utility $2, 500 for its failure to provide the notice required 
by our Rules a nd by Order No . 21235. 

RATE BASE 

1. Used and Useful Adjustments 

The utility did not provide any used a nd useful 
ca l culations because it asserted tha t excess pla n t is eithe r 
funded through contributions-in-aid- of- construction (CIAC) or 
advances for construction. We have previously approved this 
approach of not allocati ng plant between used and useful and 
e xcess capacity in a prio.. ra te case processed i n Doc ket No . 
84004 7- WS, by Orde r No. 15796 . 

The construc tion of all on-site and off- site facilities 
has been funded by the devel oper through a combination of 
advances for construction and contributions- in- aid- of­
c o nstruction . The utility ' s investmen t is ( 1 } a $620 refund 
per equivalent r e side ntial connection ( ERC ) to t he developer 
whe n a customer connec ts to the s ystem, ( 2) water meters whic h 
a r e partially r e imbursed by tap- i n fees , (3) general plant , 
and (4) additions , r eplacements or modifications to the system . 

The Utili t y establishes its inves tme nt in used and useful 
pl ant in incremen t a l amounts as ne w c ustomers are served. As 
eac h c ustomer becomes connect ed to t he s y stem, the Utili ty pays 
$6 20 to the developer . Base d on this method of f unding , when 
the Utility is serv ing all of the customers which its plants 

I 

I 

are designed to serve, the plant will be 100\ use d and usefu l, I 
and t he Ut ility' s investme nt is projected at approximately 25\ 
of its total capital cost . 
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Public Counsel argued in its brief that this method of 
funding ignores the physical capacity of the system in relation 
to the demand actually placed on it. Howe ver , the physical 
capacity and historical d emands on a system are always reviewed 
in determining service availability char.ges. This Commission 
recently reviewed this Utility's method of adding plant and 
funding such additions in the Utility's request for h igher 
capacity fees in Docket No. 870689- WS , by Order No. 19092, 
issued April 4, 1988. We found that the charges will, at 
design capacity , provide an overall contributed level of 
73.67%, which is within the guidelines set forth in Rule 
25-30.580 , Florida Administrative Code. 

Public Counsel appeared to have concerns regarding 
excessiv e operation and maintenance expenses associated with 
excess plant . The maintenance fee was designed to recover any 
cost associated with such excess plant . Specifically regarding 
this concern , we discuss further additions to the rna i ntenance 
fee for line flushing and infiltration later in this Order when 
we address the Utility's unaccounted for water . For all of 
these reasons, we find that used and useful adjustments are not 
appropriate in this proceeding. 

2 . I&rui 

Land costs total $68,284 for the water system, whi le land 
costs total $715 ,4 21 for the sewer system (adjusted for the 
account reclassification stipulation of $31 , 232) . The Utility 
has acquired land in several ways. Some of the land was 100% 
contributed by CIAC, and the rest was acquired from a related 
party, some of which was funded by advances. 

a ) Land Supported by CIAC 

Land totaling $13,025 for water and $171,466 f o r sewer is 
supported by CIAC. All o t this property wa s donated by GAC 
Properties , the pre-bankruptcy company of both Ava tar Holdings 
and Avatar Utilities . Public Counsel argued, and Mr. Reeves 
agreed , that the Utility did not establish, in the reco rd of 
this proceeding , the prudence or the price paid by the 
developer for the cost of land include d in Utility 
plant-in-sevice. As a result, Public Counsel argue s that the 
land should be excluded from r a te base. The Ut ility argues in 
its brief that t he recorded amounts represent the l and value at 
the t ime the property was d edicate d to public serv i ce and was 
offset at the time by an advance or CIAC. Additionally, the 
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Utility argues that, on contributed land, t he va lue is offs et 
by CIAC with no resulting effect on rate base. For the land 
values offset by CIAC, we agree wi t h the Utility that, with an 
equa 1 amount in CIAC, t he effect on rate base is zero. As a 
result, we find no adjustment appropriate. 

b) La nd Purchased From a Related Party for Whikb 
an Independent Appraisal was Pe rformed 

Based on the record , four parcels of land va lued at 
$48,456 for water and $370,603 for sewe r were purchased by the 
Utili ty from a related party and a n independent appraisal was 
perfor med on each parcel of land. The parcels which aLe 
identified as Tract P, Tract G, and Tract A, and Tract 10 and 
11 , were acquired from Avata r Propert1.es and/or Ava tar 
Holdings, r e lated companies. Public Counsel argues that when a 
deve lope r's plan includes provisions for uti lities necessary to 
serve residential and business areas, it is at that time t ha t 

I 

the land is dedicated to public use. The price which the I 
developer pays f o r the utility portion of land is the amount 
tha t should be reco rded on the books of the utility. The 
Uti lity's records s how substantial additions to water 
operat ions land accounts i n 1984 a nd additions to wastewater 
operations land accounts i n 1975 , 1984 and 1987. In addition, 
t he land assoc i ated with the Utility plant in this proceedi ng 
was purchased sometime prior to 1969. 

Poinciana is a planned commun ity development i n wh ich the 
land was purchased and developed wi th the anticipation of 
putting in roads , street lights, shopping centers and 
utilities . It was intended from the very beginning of the 
development that util ities would be built a nd expanded as 
necessary to provide service. The existence of utility service 
a nd its availability give s increased value to the lots that are 
sold by Avatar Properties. This is the basis for Public 
Counsel 's argume nt that t ue land was dedicated to public use by 
t he de veloner and the appropriate cost of land to be included 
i n ra e base is the cost to t he developer. 

The Utility a rgues , howe ve r, that the recorded amounts 
a re the land values at the time the property was dedicated to 
public service . Further, the Uti lity argues that any attempt 
to substitute any land value ba sed upon "o r ig1 nal cost to the 
developer" is an inappropriate, oversimplified approach to I 
Utility accounting p r inciples . The utili t y cited, in its 
brief , the definitions of •original cost• and "public utility• 
f r om Public Utility Economics to s uppo rt its position. 
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However , neither these definitions, nor their source , are a 
part of the record . 

According to late-filed Exhibit No. 10, an independent 
appraisal was performed on all four of these parcels of land. 
The report for Tracts P, G, and A was dated July 16, 1984. 
The report for Tracts 10 and 11 was dated May 6, 1985. Our 
r eview of these appraisal reports raises several questions. 
First , the appraised values of Tract G, which is detailed as 
Parcel 1, and Tract P , which is detailed as Parcel 3 , are 
based on a comparable sale which was pending at the time. 
Therefore, the price per acre of $6,500 which was used in 
determining the cost was not final. 

Second, the report states that both sites are slated for 
use as utility property , Tract G as a utility plant site and 
Tract P as a water supply unit. In valuing both of the 
"utility .. sites, the appraiser stated ". keeping in mind 
our previous estimated value for a utility site and making the 
appropriate adjustments for its location within the over a 11 
project . , .. it does not appear the sites were valued at 
their h ighest and best use. However, it is impossible to 
determine that with certainty. The following table details 
the appraised values, recorded values, and the differences 
between the appraised and recorded amounts for the Tracts P 
and G. 

Appraised Recorded 
Tract Value value Difference 

p $ 5,000 $19,764 $14,764 

G $24,000 $28,692 $ 4 , 692 

Exhibit No . 10 revealed that Tract A was commercially 
zoned and not originally zoned as utility property . That 
e xhibit shows that acreage sales were utilized to estimate the 
value. From the list of sales , it is no t possible to determine 
whether the sale was to a related party or not. Nor is it 
possible to determine whethe r the parcel was appraised at its 
highest and best use. The following table details the 
appraised value , recorded value , and the differences in the 
appraised and recorded amounts for Tract A. 

Tract 

A 

Appraised 
Value 

$136,000 

Recorded 
Value 

$255,987 

Pifference 

$119 , 987 
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The May 6, 1985 , appraisal report included in Exhibit No. 
10 addresses Tracts 10 and 11. It showed the estimated market 
value of this property as of May 1, 1985. From the report it 
appears that the land was being used for sod cultivation at 
that time, but was slated for the site of the sewage disposal 
treatment plant. It does not appear that the known fact that 
the land was to be used for utility purposes was taken into 
account in determining its highest and best use. The report 
states that agricultural purposes were its highest and best 
use. There is no evidence as to what the value of the property 
would be for utility use. The following table details the 
appraised value, recorded value , and the difference in the 
appraised and recorded amounts for Tracts 10 and 11 . 

Appraised Recorded 
Tract Value Val~ Djffere~ 

10 and 11 $106,500 $114,616 $8,116 

Utility Witness Reeves testified that another method 
which could be used to establish the valuation of land would be 
to adjust the original cost of the land to the developer for 
inflation until the year the land was dedicated to public 
service. As the Utility indicated in its August 18, 1989, 
letter submitting Late-Filed Exhibit No. 10, the Uti 1 i ty is 
e xperiencing a great deal of difficulty in securing some of the 
land cost data. On September 13, 1989, the Utility filed 
revised Late-Filed Exhibit No. 10 which contained the date of 
purchase by the affi 1iated company and the cost of the land 
acquired. The Utility calculated the cost per acre a nd 
adjusted the per acre cost by the pe r centage increase in the 
Consumer Price Index (CPI) from the date of original purchase 
to the year the land was placed in service by Poinciana. 

A revi ew of this supplemental data raises several 
questions. lt appears that the Utility used the amount of 
documentary stamps on each deed to determine the total land 
costs. While we agree with the approach, the calculation 
cannot be verified for several reasons . The record in this 
case does no t contain the tax rate used by the county to 
determi ne the amount of documentary stamps necessary for each 
transaction. In addition, the value of documentary stamps is 
not legible on all the deeds . 

Late-Filed Exhibit 
ranging from $129.57 to 

No. 10 also reveals per acre costs 
$1,944.44 before adjustment for the 

I 

I 

I 
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increase in the CPI. Even with an adjuslment for the 
percentage increase in the CPI, these costs appear much lower 
than the values established by the independent appraisals , 
which could be used as an indicdtion of what the cost would be 
in an arms-length transaction. However, there is no 
information in the record as to what the cost per acre would be 
in an arms-length transaction. Additionally, the per acre 
costs I adjusted for the percentage increase in the CPI 1 appear 
to be unreasonably low and unrealistic for per acre c osts 
during the time period when Poinciana purchased the land . 

Although the appraisal methodologies are somewhat 
questionable, they are independent. Ou r preference has been to 
use independent appraisals when they exist . In every instance 
the recorded value is greater than the appraisal value and 
there was no support whatsoever to explain the difference . 
Based on the foregoing 1 we find it a{'propri ate to reduce the 
recorded cost for each of t he four parcels to the appraised 
value. It is the Utility's burden to prove that it has 
reco rded its investment at the original cost when first devoted 
to public service and we do not believe that the Utility has 
met this burden for its recorded cost . In determining the 
amount of the adjustment to advances , we have used the advances 
portion of each parcel of land in relation to the total 
recorded land cost for each parcel. Therefore , we fi.nd the 
following adjustments to be appropriate . 

Advances - Water 
Advances - Sewer 
Common Equity 
Land - Water 
Land - Sewer 

oebit Credit 

$ 171967 
$1271634 
$ 1,958 

$ 19 ,4 56 
$128,103 

c) Land Purchased From a Related Party for Which 
No Appraisal Has B~en Provided 

Late-Filed Exhibit No. 10 details two land purchases from 
related parties for which an independent appraisal does not 
appear to have been performed. The parcels are identified as 
Tract L and Tract G. The basic arguments proposed by Public 
Counsel and the utility are the same for these land costs as 
discussed previously and will not be readdressed here. The 
entire cost of land is included in advances and the iss ue for 
this land is the amount which is to be included in rate base . 
Public Counsel further argues that even t hough the Utility 
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maintained that the cost of the land is offset by advances , the 
Utility ' s rate base in this proceeding actually includes 
amounts for land. Right now the Utility i s small in relation 
to its total capacity so that the effects of any inflated land 
values may be small. However, the effects of inflated land 
prices are being felt in direct proportion to the plant that is 
now used and useful in relation to total plant. The Utility's 
land cost was included in the calculation of the service 
availability charges and fees now in effect. Therefore, the 
amount of land which is included in rate base for these 
properties is represented by the amount of land included in the 
s e rvice availability charges and that were paid by the 
customers presently served by the Utility. Public Counsel 
argues that this land cost should be excluded from rate base. 

The record in this case , however, does not contain the 
information necessary to adjust the value of these tracts of 
land. As previously discussed, the original cost to the 
developer is not known for one parcel. The Utility has 
calculated the cost per acre adjusted for the percentage 
increase in the CPI, as discussed in Section b fo r the other 
parcel. Our concerns with this calculation will not be 
readdressed here . In addition, the amount of land included in 
the $620 capital investment fee included in rate base cannot be 
determined from information contained in this record. A review 
of our order which established the service availability rates 
reveals that no cost information nor the calculation of the 
rates was included. We do not have sufficient information in 
this record to perform a calculation o r make an adjustment on 
this land. Based on the existing number of customers and 
capacity of the system , we agree that it appears that the 
effect of the inflated land values is small in this case; 
however , the effect in future rate cases can be substantial. 

We believe that the record shows that for the four parcels 
discussed in Section b, which were purchased from a related 
party, the reco rded costs were higher than the appraised values 
by 64.79\ ($271 , 500 appraised value divided by $419 ,058 
recorded value). We believe it is reasonable to assume that 
this land , purchased from a related party without an 
independent appraisal, is overstated. In add ition, there is no 
information in the record which indicates how the cost was 
determined . As a result , we find it appropriate to reduce land 
costs and advances for Tracts L and G by 64.79\ for wate r a nd 

I 

I 

I 



I 

I 

ORDER NO. 22166 
DOCKET NO. 881503-WS 
PAGE 14 

sewer. The following adjustments should be made. 
Debit Credit 

Advances - Water $ 4,408 
Advances - Sewer $112,315 
Land -water $ 4,408 
Land - Sewer $112,315 

d) Summary Of All Land Adiust~ 

We find the following adjustments to land and advances 
for water and sewer to be appropriate. 

Rec . Cost 
1. Sec. a 
2. Sec . b 
3. Sec . c 
Total Adj. 
Adj. Bal. 

l..arul 

$68,284 
0 

(19,456) 
( 4 . 408) 
( 23 . 864) 
$44 . 420 

Wate r Sewer 

Advances Equity 

$51,553 
0 

{17,967) 
( 4.408) 
(22.375 ) 
i29,178 

(1.489) 
(1.489) 

$715,420 
0 

(128,103) 
( 112 .315) 
(240.418) 
$475 . 00.3. 

Advances Equity 

$542,881 
0 

(127,634) 
012 . 315) 
(239 . 949) 
$302 . 933 

(4 69) 
(469 ) 

The above adjustments resu 1 t in a net reduct ion to rate 
base of $1 , 489 for water and $469 for sewer. 

3. Co nstruction Work in Progress CCWIP) 

All parties are in agreement as to the amount of CWIP to 
be included in rate base. Included in the Utility's rate base 
are construction- work- in- progress (CWIP) totals in the amount 
of $697,045 for water and $999,358 for sewer. Utility Witness 
Cardey stated that CWIP was included because these facilities 
are funded through contributions and advances , and its 
inclusion will have no affect on rate base. Utility Witness 
Reeves agreed that the m1n1mum filing r equirements (MFRs) 
indicate that all of this CWIP is funded or supported by 
advances for construction except $15,440 for water and $26,657 
for sewer . This is strictly the difference in the 13- month 
average CWIP and 13-month average advances supporting CWIP. 
Public Counsel Witness Larkin recommended in hi s t e stimony that 
this amount of CWIP be removed from rate ba se, to be consiste nt 
with the general ratemaking practice of excluding CWIP from 
rate base. 

Exhibit No. 11 details net CWIP funded by Po · ncia na of 
$9,263 for water and $30,267 for sewer. These amounts differ 
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from the previous amounts of $15 , 4 40 and $30 ,267 in that the 
Utility, in Exhibit No. 11, included the amount o f CIAC 
supporting CWIP. The increase in t he amount of sewer CWIP not 
supported by advances o r CIAC is due to a c hange in the 
13-month average amount of advances supporting CWIP. The MFRs 
reference advances of $972,701 , while the e xhibit lists an 
average balance of $9 65, 254. Both the Uti 1 i ty a nd the Publi c 
Co unse l accept the revised amounts containe d in Exhib i t No . 11 
and agree that CWIP should be reduce d by $9,263 for wa te r and 
$ 30 , 267 for sewer . 

We find such a reduction to CWIP to be appropriate because 
it is not possible to determine the types of projects included 
in the category of "Other CWIP funded by PUI " . These project s 
could add capacity and, t herefore , be reve nue produci ng , o r the 
projects could be for e x isting c ustomers, and not add capacity 
to the system. In add ition, Mr. Reeves testified t ha t t he MFRs 
do not detail what projects are included i n CWIP and what the 
dollar amount is associ a ted with t hose projects . I n any case, I 
if the CWIP whic h is not offset by advances or CIAC is e xcluded 
from rate base, it does not appear that t he revenue e ffect will 
be material . Therefore, since the revenue effect is 
immaterial, we do not believe that the Utility will be 
financially impaired by its e xclusion . 

4. Working Capital 

Our polic y ha s been to include deferre d rate case expense 
i n the working capital allowance. Deferre d rate case e xpe nse 
represents the investment of the Utility during the pendency of 
the rate case which will not be recovered for several years due 
t o amortization . 

Public Counsel Witness Larkin testified that the 
ra tepayers should no t be burdened with paying a r eturn o n th is 
i tem whi le paying the rate case e xpense as part of the cost of 
service. Uti lity Witness Cardey t est ifi ed that our treatment 
of d e fer red rate case expense is similar lo the trea ment of 
other non- interes t bearing d e f erred debit s i n the worki ng 
capital calculation. In addition, he testified t hat t hi s 
Commission has consiste ntly included the a verage unamortized 
balance of allowed rate case expense in the working capital 
allowance ca leu la tion. Witness La r k i n ha s failed to show how 
this Commission ' s policy of including d eferred rate case I 
expense i n the working capital calculat i o n is incorrect and why 
the treatment of d eferred rate case expense should differ from 
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the treatment o.f similar non- interest bearing deferred debits. 
As a result, we find that deferred rate case expense should be 
included 1n the working capital calculation at its average 
unamortized balance, con5 istent with our policy. 

In the Utility ' s response to Public Couns el ' s 
Interrogatory No. 38, it detailed amortization of prio r cases' 
rate case expense. All parties have stipulated to the amount 
o f prior rate case expense amortization . Ba sed o n the rate 
case expense totals and the amortization periods , the average 
unamortized deferred balance which r e lates to t he prior doc kets 
was calculated to be $25,584. 

The parties have stipulated to a four - ye ar amortization 
pe riod for the rate case expense of thi s rate c ase. The 
Utility estimated current rate case expe nse to be $45,000 (MFR 
p age 56 , allocated 50/50 to water and s ewer). We be lieve that 
the ev i dence shows that the level of estimated rate case 
expense is reasonable and find its inclusion in the c o s t of 
service determination to be appropriate and that it should be 
amortized over the four - year period stipulated t o by the 
parties. The average unamortized deferred balance of this rate 
case expense was calculated to be $22,500. This results in 
total average unamortized rate case expe nse of $48,084 to be 
included in the calculation of the working c apital allowa nce . 

The parties agreed that no adjustment to working capital 
for accrued interest payable is necessary. The company borrowed 
$2,750,000 from the North Carolina Natio nal Bank to fund the 
construction of wastewater treatment plant (WWTP) #2. The 
company , in turn, contracted with Avatar Properties to pay a 11 
the interest on that loan. Avatar Properties funds those 
interest payments by providing monies to the Utility which in 
turn makes the interest payment. Included in the Utility· s 
calculation of worki ng capital , using the balance sheet 
approach , is a deduction f u r accrued intere st relating to the 
WWTP #2 loan. It would , the refore, be inappro priate to remove 
accrued interest from current liabilitie s in the working 
capital calculation unless the associated cash was also r e moved 
from current assets. Be cause a like amount of cash is 
provided , the inclusio n of bo th amounts wou l d result in a 
ne ut r al impact . 

Because we have found that the Util i ty had zero income tax 
expense in the test year , we wi 11 not include any income tax 
liability i n its working capital allowance. 

44 3 
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The Utility originally requ~sted working capital 
allowances of $80,729 for water and $141,6 65 for sewer. These 
amounts were revised in the Utility's brief. The adjustments 
were to reflect deferred rate case e xpe nse , income taxes, and 
to remove preliminary charges as stipulated to by all parties. 
This results in the Utility's r e vised numbers of $81,065 for 
water and $142,454 for sewer. 

I 

Public Counsel raised two items in its brief on this 
point: The clearing accounts inclusion in the calculation and 
a n offset to payables for the inclusion of maintenance fees in 
cash. Regarding the clearing accounts, the Utility incluJed 
the clearing account in its calculation of working capital. 
Utility Witness Reeves testified that the clearing accounts 
include labor, transportation cost, purchasing, etc. However, 
no specific dollar amount for each type of item is given nor 
can we discern it from data in the record. Mr. Reeves furthP.r 
testified that a part of those items are capitalized, and that 
no payables are established for these accounts because the I 
expense has already been paid. As a result , Public Couns el 
proposes an adjustment to remove the unexplained clearing 
accounts from the working capital calculation. For those items 
capitalized, the cost would be included in rate base already; 
however , it is not possible to dotermino the cost associated 
with tho capi t al items . In addition, it is not possible to 
separate the cost associated with expense items, nor is it 
possible to determine which ones have been paid and how much 
was paid for each and the expense items which are truly waiting 
to be cleared. This item is not addressed by the Utility in 
its brief. Based on the foregoing, we agree with Public 
Counsel's adjustment to remove the clearing accounts from the 
working capital calculation. 

The second item raised by Public Counsel deals with the 
cash balance in current assets. Mr. Reeves testified that when 
the maintenance fee revenue is received it is recorded i n the 
cash account. The maintenance fees are included in 
a bove - the-line revenue . Further, the cash account is included 
i n the working capital calculation. These fees are associated 
with the cost o£ maintaining service for those lots that have 
service available to them but are vacant. As a resu 1 t , Public 
Counsel argues that the inclusion of the maintenance fees in 
cash without an equa 1 amount of payables improperly increases 
the rate base and revenue requirement to on-line customers. I 
Public Counsel does not recommend a specific adjustment for 
this item in its brief. 
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We disagree with Public Counsel that rate base and the 
revenue requirement are increased. As Mr. Reeves testified, 
the expenses associated with the maintenance of those lots is 
intermingled with all the other expenses. This is supported by 
several Exhibits in the record which show that maintenance 
costs agree dollar for dollar to the amounts per account as 
presented in the MFRs on pages 71 and 74. For example, water 
labor which is one component of the cost for maintaining all 
lines, per Exhibit 9 is $30, 065 and page 71 of the MFRs details 
the total labor of transmission and distribution expense 
account 601 as $30,065. The expenses for maintenance of the 
distribution and collection system represent the total cost for 
currently occupied lots and vacant lots with service available 
to them. Additionally, the total expense for maintenance of 
the distribution/collection systems is $215 , 114 as shown on 
Exhibit No. 9. As a dollar of this total e xpe nse is incurred 
either a payable is established if it is not paid, or an outlay 
of cash is made. Thus the effect on working capital would be J 

reduction to cash, increase to payables or a combination 
thereof in the amount of $215,144. The amount of maintenance 
fees revenue generated from the vacant lots and therefore 
included in ca s h was $134,716 according to page 50 of the MFRs. 
In thi s situation , we do not believe an overstatement of rate 
base a nd the revenue requirement to existing customers can 
result as a result of the i nclusion of cash from maintenance 
fee revenue. Therefore, we fi nd no adjustment appropriate for 
this second item. 

The following summary details 
working capita 1 calculation and the 
find appropriate. 

Original Company Request 

1. Remove preliminary survey 
2. A~just deferred debit for 

prior rate case expense 
3. Remove clearing accounts 
4. Reflect current deferred 

rate case expense 
5. Reflect deferred expense 

for monitoring wells 
Commission Approved Allowance 

our adjustments to the 
total final allowance we 

Wate r Sewer 

$80,729 $141,665 

( 1 , 178) ( 2,068 ) 

(13,392) ( 23,501) 
{18, 705) ( 32 , 824) 

8,168 14,352 

2ZZ 1.106 
$56.594 i 99.330 
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Using a thirteen-month average and our adjustments, we find 
that the appropriate average rate base for the water system is 
$1 , 019,779 and for the sewer system it is $1,3 27 , 148. The 
schedules of water and sewer rate base are attached as 
Schedules Nos. 1-A and 1- B. The s c hedule of adjustments to 
rate base is attached as Schedule No. 1-C . 

COST OF CAPITAL 

The Ut i lity borrowed $2,750,000 from the North Carolina 
National Bank (NCNB ) to fund the construction of WWTP #2. The 
Utility, in turn , contracted with Avatar Properties , an 
affiliated company, to pay all inte rest on the loan . Util ity 
Witness Cardey testified that the contract with Avatar 
Properties shifts the financial risk to the developer, where 
the risk be longs, and it is a sound business transaction. In 

I 

this r espect, the loan would appear to be cos t free to the 
Utility, and one possible option would be to include it in the 
capital structure at zero cos t , as r ecommended by Public I 
Counsel Witness Larkin . However , the Utility has treated the 
loan as an advance and r educed its rate base. Mr. Cardey 
t estified that this contract is not much different than the 
AFPI or guaranteed r evenue charges whic h reimburse the company 
f o r costs incurred for future service commitments . 

Public Counsel argues that, because interest payments on 
this loan are in fact rrade by Avatar Properties, a sister 
corporation, the proceeds of this loan are cost-f ree t o 
Poinciana. Mr. Cardey stated in his prefiled direct testimony 
that the end product of Mr. Larkin ' s pro pos a 1 t o i nclude this 
loan as cost free in the Ut i lity 's capital structure would 
result in a hypothetica l company. Mr . Cardey conceded , 
however, that Avatar Properties is not included in the 
consolidated capital structure o£ Avatar Utilities , which is 
the capital structure proposed to be used by Poinciana i n this 
case. Additiona lly , Mr. Ct' rdey agreed, on cross-examination, 
that the use of Avatar Utilities' capital structure was itself 
a hypotheticJ l capital structure and not that actually 
as socia t <.d wi th Po inciana. As a resu 1 t, Public Counse 1 a rg~es 
that, since Avata r Properties is not a part of t he consolidated 
e nti ty used to determine the capital structure of this case , 
but i s pay ing the intere st on this loan without r e fund , this 
l oan should be conside r ed cost free capital to Ava tar Uti lities 
and its subsidiaries and accordingly reflected as cost free I 
capital to Poinciana. 
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If the loan were also to be included in the capital 
structure at zero cost as reconunended by Publlc Counsel , the 
Utility, in effect, would be penalized twice, once through rate 
base reduction and again through a lower rate of return. Mr. 
Cardey testified that reducing both rate base and cost of 
capital is unrealistic. we agree that the Utility would be 
penalized twice if the loa n which has been included as an 
advance and used to reduce rate base, was also included in the 
capital structure at a zero cost. As a result, we find that 
the loan should be included in the capital structure at its 
cost of 9.5\. 

The Utility has never had income tax expense in its rates, 
a nd had a negative balance in retained earnings of $1, 09 6, 306 
as of October 31 , 1988. There are no deferre d income taxes on 
the books of the Utility; all net operating losses genera ted by 
Poinciana have been used by the parent company, Avatar 
Utilities. The related deferred taxes will not be transferred 
to the books of Poinciana until the retained earnings are 
positive, which is not e xpected to happen until three or four 
years into the future. Because we have found that the Utility 
had zero income tax expense the test year, we will not include 
deferred income taxes in the capital structure of Poinciana. 

All investment tax credits ( ITCs) genera ted by Poinciana 
have been used by and are reflected on the books of the parent, 
Avatar Ut ilities . When Poinciana has achieved a positive 
balance in retained earnings, the balance of those ITCs will be 
transferred to Poinciana's books. Poinciana has opera ted at a 
tax loss since it was organized. The Utility has incurred no 
income tax liability and so could not have used ITCs on a 
stand-alone basis. Therefore, we will not include any ITC 
balance in its capital structure. 

The appropriate overall rate of return for this utility is 
derived as shown on Schedule No. 2 - A. Our adjustments to the 
capital structure are shown on Schedule No. 2 - B. Based on the 
previous decisions, we find that the appropriate overall rate 
of r eturn should be determined using the Utility ' s adjusted 
capital structure and each item reconciled on a pro rata 
basis. This results in an overall rate of return of 11.58\ 
with a range of 11.20\ to 11.96\. 
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NET OPERATING INCOME 

1. Maier Maintenance 

The Utility has included in test year e xpenses the accrued 
amount of expense for major maintenance of the water and sewer 
systems. The Utility did make an adjustment to reduce the 
accrued amount of sewer maintenance expense on the collection 
facilities by $19, 589. Even with this adjustment , the accrued 
amounts exceed the actua 1 expense levels by $5,4 59 for water 
and $39,587 for sewer. Utility Witness Cardey indicated that 
the Utility does not perform a .. true- up .. adjustment to adjust 
accrued maintenance to actual maintenance expenses for the test 
year. 

I 

Public Counsel Witness Ld rkin proposes to reduce the 
Utility's estimated (accrue d) expenditures to the actual 
expense incurred during the test year to be consistent with the 
treatment of major maintenance expense in the last case. I 
Further , Public Counse l argues, based on the filing and the 
Utility's response to Public Counsel Interrogatory No. 48, that 
an additional reduction of $4 , 084 to sewer major maintenance i s 
necessary. This addi tiona 1 amount appears to be due to the 
discrepancy in the two amounts stated as the actual amount 
spent for source/collection for the test year ended October 31, 
1988. Page 57 of the MFRs indicates the actual amount to be 
$42,764, while Mr. Cardey testified the actua l amount wa s 
$23 , 388. 

Exhibit No . 9 indicates that in a 11 rna i ntenance categories 
except sewer pumping, the actual expense incurred for the test 
year is less than the accrued amount. In addition, the 
schedule indicates that the accrued test year levels are more 
than the average amount accrued for 1984 through 1988 in a 11 
categories except sewer pumping. Further, the actual test y ear 
expense levels are l ess or in line with the average 1984 
through 1988 actual e xpense levels in all categories e xcept 
sewer tre atment. A comparison of the annual amounts for each 
y e ar subsequent to the last rate case (1983 test year) 
indicates that both t he actual and accrued amounts for 1987 
appear to be significantly higher than the totals for all other 
y ea rs from 1984 to 1988. 

Utility 
establishing 

Witness 
rates 

Reeves 
on a 

testified 
test year 

that the function 
basis was mainly 

of 
a I 
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s ynchronization of revenues, operating cost to produce these 
revenues , and Utility plant to provide the service tha 
produces the revenues. Major maintenance is not an expense 
item that is the same year in and year out. The Utility sets 
up a n accrual to provide for the funds to do the work on such a 
cycle . Witness Reeves further testified t ha t sound maintenance 
programs are fundamental to the Utility ' s operations and that 
the programs permit it to maintain its facilities in a state of 
readi ness to provide a high level of service to its customers 
ove r the Mlong hau l M. Mr. Reeves argued that Mr. Larkin's 
theory would synchronize the maintenance schedule with a rat e 
case, and would resul in the full cost of maintenance beiny 
included in cost of service. Mr. Reeves beli e ves this to be a 
poor business practice and unfair to the consumer. 

We addressed this issue i n the Utility's last rate case. 
In that case, we made an adjustment to reduce the accrued major 
mainten ance expense to the actual levels for the test year. 
Based on the foregoi ng, we find that the actual test year 
levels for major maintenance are representative and in line 
with the Utility's actual maintenance expenses for the past 
five years , and to include the accrued amounts in cost of 
service determi n ation would result in an overstatement of the 
expenses and rates. As a basis for the adjustment , we utilize 
Schedu le Rev - 4, of Composite Exhibit No. 9. This schedule 
details the actual and accrued amounts for major maintenance 
expen se for all categories. The schedule agrees with the 
amount Mr . Cardey r epresented as accrued for sewer 
collection/source maintenance of $61, 589. However, the actua 1 
amount wa s d etailed as $27,4 72 which does not agre e to either 
the amount listed o n page 57 of the MFRs or in the response to 
Interrogatory 48. All other amounts agree 100\ to the amounts 
listed in the MFRs, therefore , we believe the $27,472 amount to 
be correct and the adjustment will be based on these totals. 
Therefore, we fi nd that major rna i n tena nce and 0 & M e xpenses 
must be r e duced by $5,459 for water and $ 20 ,098 for sewer. The 
following schedule summarizes our adjustments . 

Major Mainte nance Accrued 
Company Adjus tment 
Ad justed Major Maint . Accrued 
Actual Major Maint. Expense 
Excess over Actual to Disallow 

Wate r 

$7,663 
0 

$7,663 
2 . 204 

$~.459 

Sewer 

$83 ,507 
09 . 5891 
$63 , 918 
43.820 

$20.098 

449 
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2 . Payrol l Increases 

The Utility has included a pro forma adjustment for payroll 
increases of 5. 6\ for 1988 and 5. 2\ f or 1989. Public Counsel 
Witness Larkin testified that these payroll e xpense increases 
are rightfully a component of rate inde xing adjustments, which 
are awarded to utilities to keep their rates commensurate with 
p rice indexes. He furthe r testified that the Ut ili ty wa s 
recently authorized an indexing increase by this Commi ssion in 
Order No . 19895, i ssued August 30 , 1988, and to avoid duplicate 
increases in rates for this i tern, he recommends r emov i ng the 
1988 payroll increase . Mr. Larkin also r ecommends removing t he 
1989 payroll expense adj u stmen t since this i ncrease is outside 
of the t es t yea r and s hould be a component of a n indexing 
adj ustment. 

I 

The inde x i ncrease acknowledged by Order No . 19895, was a 
1988 index base d on a 1987 t e st year. The increase to e xpenses 
as a resu l t of the 1988 index have not b een recognized in this I 
rate case because actual 1988 expenses are be ing use d in t hi s 
r ate case. This, in effect, will nulli f y the 1987 i nde x 
increase when the rate case rates are impleme nte d, because they 
are base d on true 1988 amounts . If an adjustment was made in 
the rate case to reflect the increase to expenses as a r esult 
of the index increase, and the pro forma adjustmen t to sala ry 
was made, the Utility would in fact r ecover twice the 1988 
increase. This, however , h as not been d o ne. The 1988 salary 
increase proposed by the Utility would be addressed by a 1989 
index application. The 1989 salary increase proposed by the 
Utility (to be implemented at the end of 1989) would be 
addressed by a 1990 index appl ication. In any case , t he 
i nc r ease can either be addressed in the rate case or through 
the index applications. If t he pro forma increase is granted 
in the rate case, that rate case adjustment would be taken into 
account and would be adjusted in the inde x applications so that 
the utility does not recover the salary increases twice. 

When asked whether the Utility would r e frain from filing 
for the 1989 and 1990 price index inc reases, Mr. Reeves stated 
that he would have to look at it a little close r. Because the 
inc reases may be r ecovered through an index applicat ion, we 
find it appropriate that the pro forma increases be disallowed 
in the rate case . As a r esult, salaries and wages should be 
dec reased by $4,917 for water and $6,73 1 for sewer , and taxes I 
other than income should be decreased by $392 for water $ 517 
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for sewer . 

3. Miscellaneous Expense 

The Utility included a test year miscellaneous expense of 
$5 , 355 for seven well samples for primary and secondary 
analyses fo r the initial sampling of the monitoring we lls at 
WWTP #2. The entire cost of the sampling was included in test 
year expenses. Despite its nonrecurring nature , it is unknown 
at this time if additional sampling will be required, a nd with 
increasing regulations, the possibility of addi tional sampling 
becomes likely. In response to Staff Interrogatory No. 36, the 
Utility indicated that an amortization period of three years 
would be more realistic . We find this e xpe nse to be prudent 
and that the e xpe nse should be amortized . As a result, we find 
it appropriate that the $5,355 expense for the i nitial sampling 
of the monitoring wells at WWTP #2 be amortized over three 
years . This r esults in a reduction to sewer O&M e xpe nses of 
$3 , 570. The average deferred balance of $2,678 should be 
included in the working capita l calculation. 

4. Unaccounted fo r Water 

Unaccounte d for wa ter is wate r from a source into a 
distribution system which is not delivered to the c ustomers or 
otherwise accounted for. The Utility produced 361,202,000 
gallons of water during the test year , but sold only 
233,815 , 000 gallons. The r emaining 127,387 , 000 ga l lons (35.3\) 
was considere d a combinatio n of Util ity use (19.0\) and 
unaccounted for water (16.3\ ). The Utility' s response to Staf f 
Interrogatory #37 indicated a total Utility usage of 68 , 700 , 000 
gallons during the test yea r. The Utility usage is further 
broken down to 52,250,000 gallons for line f lushing and 
16,450,000 gallons for wastewater treatment plant and 
miscellaneou s uses . 

The water lines in Poinciana ' s service area have bee n 
oversized for the existing customers to take care of future 
c ustomers. The line s need to be flushed more often than usua l 
to sustain the r equired chlorine r esidua l. If the lines are 
no t flushed , the residual is d pleted due to lack of 
ci rculation caused by the size of the pipe and the l ow number 
of customers. At the he a ring, Uti lity Witness Ca rde y stated 
that the expenses associated wi t h t he flushing s hou ld be 
c harged to the empty lots. 
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We agree and, therefore, we have included an adjustment of 
$9 , 692 to be charged to the maintenance fee to recover e xpenses 
associated with this flushing. The adjustment was calculated 
by using the ratio of line flus hing to the total gal lon~ 
produced (52,250,000/361,202,000 • 14.5\) , and applying that 
percentage to related elect rica 1, chemica 1 and labor expense 
accounts. Labor in the Transmiss ion and Distribution account 
was used based on the assumption that labor from that account 
was necessary to perform the actual line flushing. The 
remaining unaccounte d for water losses amount to 58 ,690,000 
gallons or 16.3\. We find this quantity e xcessive and tt- Jt 
only 10\ unaccounted fo r wate r is appropriate. This results in 
a reduction of 6.3% , or $2,316, to e xpe nses associated with the 
treatment and production of water . 

I 

The sewer system has similar problems with e xcessive 
i nfiltration and inflow. I n fi ltration is the quantity of 
groundwater that leaks into a pipe through joints, po rous wal ls 
o r breaks. Inflow is usually surface wate r run- off that e nte rs I 
in the collection syste m through manholes , lift stations, etc . 
Consistent with our ea rlier adjustment for unaccounted for 
water, we find an adjustme nt for e xcessive i n fi ltratio n to be 
appropriate. Therefore , we wi 11 r e duce sewer power and 
chemical expenses by $8,372 . The quantity of s e wag e treated 
d uring the test year was 268.0 million gallons ( mg .) . The 
water sold and used by the treatment plants totalled 250 . 265 
mg. It is obvious that t he Utility treated mo re sewage 
( 268.0/250. 265 = 107. 1\) than the wa ter sold o r used by the 
plants. 

In response to Staff interrogatories, the Utility provided 
an analysis of allowable infiltration rates based on the 
l e ngths and sizes of all active pipes in its collection 
system . The allowable infiltration rate wa s calculated at 26.0 
mg per year. The Util'ty then argued t hat the adjusted 
pe rcentage of sewage treated to wate r sold o r consumed 
( 2 68.0- 26.0 ) /250.3 = 97\) was not excessive. 

We believe that the methodology used by the Utility in 
calculating the allowable infiltration r ate of 26.0 mg. pe r 
year is reasonable. However , we believe the costs to treat 
this infiltration should be charged to the maintenance f ee 
based on the same philosophy use d on the wate r system. 
Construction of individual homes wi thin Poinciand's service I 
area has been somewhat scatte red based on the lot owners 
dete r mination of the appropriate time to build. This practice 
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has nece ssitated the construction of long gravity sewer 
collection lines to service only a few residential home s. The 
Utility has included 655 , 993 lineal feet of active co llection 
lines in its allowable infiltration rate calcula tion. Due to 
t he enormous collection system, we find it appropriate to 
c harge the v acant l ots as we ll as the e xisting customers for 
t his infi l tration. 

We find an adjustment of $7,734 to be charged to the 
maintenance fee to be appropriate to recove r e xpe nses 
associated with this allowable infiltration rate. This 
ad justment was calculated by using t he ratio of the allowable 
i nfiltration rate t o the total was tewate r treated ( 26.0/268.0 = 
9 . 7\ ) , and applying that percentage to related elect rica 1 and 
c hemical expense accounts . 

In consideration of the above , we fi nd it appropriate to 
require that the expenses used to develop the maintenance f ee 
be i nc r eased by $9,692 for wate r e xpe nses a nd $7,734 fo r sewer 
expenses due to e xcessive flushing of mains and i n filtration . 

5. Be nc hmark Test 

It is our policy to apply t he be nc hma rk test i n water and 
sewer rate cases to e xamine the r easonableness of the Uti lity' s 
requested t est year e xpe nses . The benc hmark a nalysis 
essentially compares requested expenses with those approved in 
t he Utility's last rate case as adj u sted for growth and 
inf lation . This test is a tool whic h provides a n objective 
method for analyzing the reasonable ness of the requested 
e xpense s . An adjustment base d on the be nchmark is made to 
reduce the r e quested expenses whe n the Utility cannot 
s atisfac torily justify why the requested levels e xceed the 
e xpenses appro ve d in the l ast r ate case , adjusted for customer 
growth and inflatio n. 

Pub lic Counsel Witne~s Larki n performed an analysis of 
e xpenses based on account gro upi ng ( source, pumping, treatment , 
etc .). In addition , a r e vie w of hi s r e vi sed calculat i on 
attached to Public Counsel's brief reveals that he failed to 
r e move c hemical e xpe nse from hi s sewer plan t operating and 
mai nte n ance ( O&M) analysis. Consistent with Commission policy, 
this account should be e xc luded from the analysis since it is 
subject to external factors other than growth and inflation. 
Another problem with Mr . Larkin • s ana lysis r esu 1 ts from the 
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1984 revision of the Uniform System o( Accounts. As Mr. Cardey 
testified, this revision resulted i n differences in how 
accounting data is classifie:::l, and these differences in 
accounting make comparisons between past and present accounts 
difficult . As a result , Mr . Cardey testified that an analysis 
b a sed on tot a 1 expenses less power, c h emicals and other such 
expenses would be appropri a t e. Mr. Cardey prepared a be nc hmark 
analysi s with his supple mental rebuttal testimony. This 
analysis, performed o n a total expense basis, shows that t he 
present l eve l of expenses is less than the benchmark expenses . 
As a result of the 1984 revision to the NARUC Chart of 
Accounts, we believe a benchmark analysis based on total 0&11 
expenses less those e xpe nses subject to e xternal factors othe r 
than growth and inflation is more appropriate than an account 
or account grouping analysis. We have reviewed the analysis 
prepa r e d by Mr . Cardey and agree wi th the calculation and its 
results . Test year e xpe nses are less than the benchmark 
expenses and an adjustment is not necessary. 

Public Counsel Witness Larkin testified that based o n the 
MFRs the company c h arges Accounts 633/733 Contractual 
Services - Legal with $166 for wa ter and $234 for sewer amoun t 
each month . Howe ver , for the months of No vembe r and Dec ember , 
unusually high amounts ($731 and $800, respectively for water 
accoun t 633 and $930 and $1,018, r espectively for s e wer account 
733) were charged to bo th of these accounts. Mr. Larkin 
t estified that the Novembe r and December charge s are obviously 
abnormal whe n compared to t he MstandardM charge s t o these 
accounts. In addition to being abnormally high, it is possible 
that these legal costs are r ela t ed to one or more of the 
Ut i lity ' s rate filings , in which case the y would be given 
considerat i o n as part of rate case e xpense , or to some other 
unusual occurre nce. As a r esult, Mr. Larkin recommends 
disallowance of the e xcess over the normal monthly c harge . 

Mr. Cardey testified that the excess l e gal costs of $1,199 
($731 + $800 l ess $166 x 2 months ) and $1,480 ($930 + $1,018 
l ess $23 4 x 2 months) are a pa r t of the Utility ' s o verall cost 
a nd should be i ncluded in cost of service. The Ut ili t y did not 
pro vide any e xplanatio n for the higher charges in those two 
months. As a r esult , we agree wi th Public Cou nsel and find 
t hat the excess e xpe n se over the normal monthly c ha rges s hould 
be disallowe d . This reduces water expenses by $1,199 a nd s e wer 
e x pe nses by $1 , 480. 

I 

I 

I 
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The Utili ty estimated current rate case expense to be 
$45,000. We analyzed the estimate and believe it is a 
reasonable amount for a case set straight for hearing, 
especi ally in light of the number of interrogatories and 
requests f o r production of documents sen t by Public Counsel 
alone . We believe that the level of estimated rate case 
expe nse is reasonable and find it appropriate to authorize its 
inclusion in t he cost of service determination amor t ized over 
the four-year period stipulated to by the parties. 

Based on all the foregoing 0 & M e xpense adjustments, we 
find the appropriate total test year level of 0 & M expenses 
for the water system to be $285,298 and for the sewer system to 
be $4 62,4 55. A detailed breakdown of the a ccount balances is 
shown o n Schedule s Nos. 4 and 5. 

6. Regulatory Assessment Fee 

Poinciana's water and sewer s y stems cross county lines. 
The Commission has jurisdict ion o ver the Osceola County 
operatio ns; howe ve r, t he Po l k County revenue is no t subject to 
the 2 1/2\ regulatory assessment fee. Utility Witness Reeves 
t e stified that the Utility erred i n its calculation o£ 
r egulatory assessment fees that would be required for the 
requested increase in revenues by utilizing a full 2- 1/2\ 
factor. Consistent with o ur decision in Poinciana's last rate 
case , a reduce d factor is needed which takes into account that 
no r egulatory assessment fees would be assessed on Po k County 
revenues. Therefore, we find a ne w r educed factor of 1. 73\, 
b ased on estimate d r egulatory assessment fees o n Osceola County 
r e venue a nd the total proposed revenue requirement, to be 
appropriate . Total taxes oth e r t h an income are detailed on 
Schedules Nos . 6 and 7 . 

7. Income Tax Expense 

The Uti 1 i ty requested income tax expense of $26, 631 for 
wa te r and $34,872 for sewer. In his rebuttal t est i mony a nd 
unde r cross examination, Mr . Cardey stated that, for purposes 
of income taxes, the Uti lity should be treated as if it were a 
stand-a lone e ntity paying taxes o n its own return. He also 
agreed that, if it had been filing tax returns on its own, the 
Utility would probably never h ave h ad pos itive tax able income 
and would now have a tax loss car ryforward available . Utility 
Witness Miller testified that the Utility h as always operated 
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at a tax loss . Avatar Holdings , Inc ., the holding company, had 
n e t operating l oss (NOL) carryforwards a nd ITC car ryforwards in 
both 1986 a nd 1987, a nd anticipates addi tio na l losses as of 
December 31 , 1988 . 

Poinciana has h ad no i ncome tax expense o n its books , 
havi ng operated at a loss i n e very yea r since 1972. As of 
October 31, 1988, the balance of re tained earn i ng s wa s negati ve 
$ 1 ,096, 306. All tax l osses a nd ITC generated by Poinciana have 
been use d by the parent , Avatar Util i ties. However, Poinciana 
has received no benefit for t hat use, and will not until 
Poinciana achie ves a positi v e l e vel of retaine d earnings. 
Based on the August , 1988 budge t, r etai ned ea rnings will not 
reach a positive leve l for another t hree or four years, wel l 
beyo nd t h e test period for this case. Until t ha t time , any 
income tax liability incurred by Poinciana will be paid by 
Avata r Utilities. 

Mr. Carde y argue d t hat d i sallowing income tax expense wo u l d I 
ma ke ea rnings more vo latile by prov i ding no c ushio n to abso rb 
possible future i ncreases i n e xpenses. Income tax e xpe nse is 
allowe d in rates , howe ver, to cover actual tax e xpe nse of the 
utility. In a case s uc h as this, where a 11 tax e x pense i s 
offset by loss carryforwards , there is no income tax e xpense to 
r ecover . Therefore, we find that income tax e xpense for the 
test year s hould be zero . 

A pare nt d e bt adjustment is only made whe n i ncome tax 
expen se is allowed. Base d on our finding that the utility had 
z e ro income tax e xpe nse, a pare nt debt adjustment is not 
appropriate. An ITC interest synchronization ad j u stmen t i s 
on ly made f o r a n Option 2 company with i ncome tax expen se and 
with ITCs in the capi ta l structure . Therefore , such an 
adj ustme nt is not appro priate in thi s proceeding . Obviously, 
because of the zero ITC ba l ance in the capital structure , t here 
wi 11 be no amo rtization of a ny ITC ba lance . Also , the re wi 11 
be no e xcess d e f e rre d tax adjustment because there is no 
d e f e rred tax Dalance . 

WILDERNESS DEVELOPMENT 

On Janua r y 30, 1986, Poinciana and Tru- Bilt Construction, 
Inc . , The Wilderness/Joint Venture (Tru- Bi 1 t) ent e r ed into a 
service and central plant agreeme nt. The service agreement wa s 
executed and the lines in Phase I we r e d o nate d to Poinciana. 
The lines whi c h serve Phase II ha ve not been conve yed to 
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Poinciana , and it is not clea r from the record whether the 
lines are to be conveyed to Poinciana. 

Until July 12, 1988, Poinciana operated a temporary water 
treatment plant. I n accordance with the central plant 
agreement , the plant was to be conveyed to Poinciana, however, 
as a result of the new law regarding tax on CIAC, the developer 
refused to convey the central plant. On March 21, 1989, 
Poinciana filed a complaint against Tru- Bi 1 t in the Circuit 
Court of the Ninth Judicial Circuit, in and for Osceola County, 
Florida , Case No. 89-704. The issue of ownership of the 
central plant and appurtenances is currently in court ; however, 
no decision has been made yet. 

As testified to by sever a 1 cust omers and Mr. Reeves, the 
Wilderness Homeowner's Association has been operating and 
incurring the expenses for the central plant and the lines in 
Phase II . The central plant provides water to the total 
subdivisio n Phase I and II. Howeve r, these customers are 
billed the full customer rate by Poinciana . From testimony at 
the hearing, it appears that the o nly service the customers in 
Phase II are receiving is billing. The customers in Phase I 
appea r to receive line maintenance and billing service . 

For three months during the test year (August, 1988 through 
October, 1988 ) Poinciana billed these customers the full ra te 
even after Poinciana discontinued operating and incurring any 
expense associate d wi th the plant i n July, 1988. We believe 
Poinciana should be reimbursed for the serv ice s it prov ides to 
the Wilderness customers . However, fu 11 rate bi l ling to the 
Wi lderness customers is not app ropriate base d on the specia 1 
circumstance s surrounding the ownership issue of the centra 1 
plant and the lines in Phase II. Poinciana is not currently 
incurring an expense in these areas and may not in the future 
depending on the outcome of the litigation in court. 

As a res u lt of this issue being raised at the hearing and 
the majority o f the technical information be ing re c e ived in a 
l ate-filed e xhibit , we do not have sufficient detail on costs 
or billing to determine the appropriate rate s to bill this 
group of customers. In addition, a final determination is 
contingent upon the outcome of the ownership litigation. 
Therefore, we find it appropriate to require that all monthly 
serv ice rates and service availability cha rge s to cus t ome rs in 
the Wilderness Development be placed in a joint, inte rest 
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bearing escrow account. We will initiate a sepa rately docketed 
investigation which will to address possible show cause 
proceedings concerning the operation and certification of the 
water treatment plant within the development. In addition, we 
do not know the exact services provided to these customers by 
their homeowners' associat i on or the amount charged to the 
customers by the association. Based on the limited information 
we have at this time, we are not in a position to determine the 
appropriate rates for these customers. 

REYENUE REQUIREMENT 

The appropriate revenue requirement for a utility results 
from our independent conside.ration of its rate base, its cost 

I 

of capital , and its operating expenses. Based upon the 
adjustments discussed above, we find that the annual revenues 
required by this Utility are $473,279 for the water system and 
$732,636 for the sewer system . This amounts to an increase of 
$72,259 for water and $144,226 for sewer . This results in an I 
increase of 14.38\ and 28.06\ in existing water and sewer 
rates, respectively, when applied as an across the board 
increase to total revenues, excluding miscellaneous and 
maintenance fee revenues . These revenues are designed to give 
the utility an opportunity to earn the approved overall rate of 
return of 11.58\. 

RATES 

We find it appropriate to approve r ates for th1.s Utility 
designed to allow it the opportunity to generate $4 73,279 and 
$732,636 in annual operating revenues for water ane sewer, 
respectively. The utility's current and requested rates and 
the Commission approved rates are shown o n Schedules Nos. 8 and 
9. The approved maintenance fees , which shall be effective 
thirty days from the stamped approval date on the revised 
tariff sheets, are shown on Schedule No. 10. 

The approved rates shall be implemented for meter readings 
on or after thirty days from the stampe d approval d a te on the 
revised tariff sheets, subject to the Utility ' s filing revised 
tariff sheets , our approval of those tariff sheets, and a 
proposed notice to the customers no tifying them of the appro ve d 
increase . 

POST-HEARING ISSUES 

The Public Counsel raised two issues in its brief that we 
I 
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find .it inappropriate to act on because the Utility had no 
prior notice and, therefore , no opportunity to address . The 
first such 1ssue was "Does the Utility keep its books 
consistent with the Uniform System of Accounts? " and the second 
issue was "Is it necessary for Poinciana to "purchase" an 
investment of $620 per ERC as customers connect to its system 
to satisfy our policy of having assets supported by no mo r e 
than 75\ CIAC and 25\ investment?" 

PUBLIC COUNSEL'S PROPOSED FINPINGS Of FACT 

Based on our foregoing analysis and d ecisions, we find it 
appropriate to adopt the Public Counsel • s Proposed Findings of 
Fact for the following Issues as indicated below . 

Issue 1, Is the quality of service provided by Poinciana 
Ut i lities, Inc. , satisfactory?, Findings of Fact Nos . 1-11 

Issue 2 , What used and useful adjustments are necessary in 
this case? , Findings Nos . 1 , 2 , 4 -6 , 8 - 11 

Issue 3 , Is an adjustme n t for land i ncluded in the water 
a nd sewer rate bases necessary?, Findings Nos. 2- 21 

Issue 6, Is an adjustment to remove accrued interes t from 
t he working capital \.!alcu lation netcessary? , Findings Nos. 
1, 2 

Issue 8, What is the appropriate working capital 
allowance?, Finding No. 1 

Issue 10 , Should the balance of the 
Treatmen t Plant #2 be considered 
u tility?, Findings Nos. 1- 3 

loan for Wastewater 
cost free to the 

Iss ue 14, Should t es t year operation and maintenance (0 & 
M) expenses for ma jor maintenance be adjusted? , Findings 
Nos. 1- 4 , 6 , 7 

Iss ue 16, Is an adjustme nt necessary to e xpe nses as a 
result of unaccounted for wa ter and/o r infiltration?, 
Findi?gs Nos . 1-10 

Issue 21, What is the appropriate amount of i ncome tax 
e xpense for t he test year? , Iss ue 22, Should a pare nt debt 
adjustment be made in this case? , Issue 23, What is the 
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appropriate amount of the ITC interest synchronization 
adjustment?, Issue 24, What is the appropriate amount of 
ITC amortization in the test year?, Issue 25, What is the 
appropriate excess deferred tax adjustment?, Findings Nos. 
1-5 

New Public Counsel Post-Hearing Issue 28, Is it necessary 
for Poinciana to •purchase• an investment of $620 per ERC 
as customers connect to its system to satisfy the 
Commission • s pol icy of having assets supported by no more 
than 75\ CIAC and 25\ investment?, Findings Nos. 1-3 

New Public Counsel Post-Hearing Issue 29, Should salary 
increases be allowed in the Utility • s filing? (This issue 
was originally identified in the Citizens • prehearing 
statement but was omitted from the prehea ring order. It 
was addressed through direct testimony of witnesses and on 
cross-examination), Findings Nos. 1, 2 

However, we find it necessary to deny the Proposed Find i ngs 
of Fact set out below for the reasons set forth. 

Issue l, Finding No. 12 - We reject this Finding because 
the Public Counsel reaches a conclusion that the quality of 
service of this Utility is less than satisfactory. We have 
already set out a complete discussion of why we find this 
Utility's quality of service to be satisfactory. 

Issue 2, Findings Nos. 3 , 7 - We reject these Findings 
because, although there is c onf l icting testimony in the record, 
the Utility does not admit that its approach to used and useful 
is without regard to plant capacity and demands and such a 
conclusion is not compelled by the record. 

Issue 3, Finding ~o. 1 We reject this Finding. It 
represents Mr. Larkin • s opi nion as testified to on page 282 of 
the transc ript. However, we do not agree that land is devoted 
to public use when the developer • s plan sets it as ide and that 
the developer's cost is the price that should be recorded on the 
utility's books. The Utility wa s asked to provide in a 
l ate-fi led exhibit when each parcel wa s utilized for the 
customers. Late-Filed Exhibit No . 10 indicates dates much later 
than the developer ' s purchase date in most cases. The time when 
land is utilized is the more appropriate indication of when it 
was dedicated to public service. We also believe that the more 
appropriate measure of the cost is that achieved in an 
arms-length transaction. 

I 
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Issue 10 , Finding No . 4 - We rej ect this Finding for the 
reasons set out earlier in th i s Order . To include the balancP. 
of the loan for waste water treatment plant number 2 as cost f ree 
in the Utility's capital structure ~ to treat it as a 
reduction to the Utility's rate base penalizes the Utility twice. 

Issue 14, Finding No. 5 - We reject this Finding because it 
is not clearly supported by the record. 

Issue 16 , Finding No. 11 - We reject this Finding because 
it represents conclusions and calculations by Public Co unsel 
that are not explicitly set out in the record . 

Issue 28 (or Issue 26C in our Staff's Recommendation), 
Findings Nos. 4, 5 - We reject these Findings for the reasons 
set out earlier i n this Order. 

Based on the foregoing , it is, therefore, 

ORDERED by the Florida Public Service Commission that the 
application of Poinciana Utilities , Inc., for an increas e in its 
water and sewer rates to its customers in Osceo la County, 
Florida , is granted to the extent set forth in the body of thi s 
Order. I~ is further 

ORDERED that the utility shall charge the approved final 
water and sewer rate s set forth in the body of t h is Order . It 
is f urther 

ORDERED that the final rates approved herein shall be 
effective for meter readings on or after thirty days from the 
stamped approval date on the revised tariff sheets . It is 
further 

ORDERED that the maintenance charges approved herein shall 
be effective thirty days after the stamped approval date on the 
revi sed tariff sheets. It is further 

ORDERED that Poinciana Utilities , Inc., shall escrow all 
monthly service revenue and service availability cha rges 
collected from customers in the Wilderness Dev elopment until the 
completion of the separate ly docketed investigation of that 
situation. It is further 

ORDERED that the utility shall notify each customer of the 
new r ates and c harges approved herein and explain the reasons 
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therefore. 
submitted 
further 

The form of such notice and explanation shall 
to the Commission for its prior approval. It 

be 
is 

ORDERED that an investigation shall be initiated in a 
separate docket to determine the appropriate billing for the 
customers in the Wilderness Development and to determine the 
appropriateness of any show cause proceedings related to that 
situation . It is further 

ORDERED that Poinciana Utilities , rnc., is hereby fined 
$2,500 for the violation of the Commission's Rules and the Order 
Establishing Procedure in this matter regarding the provision of 
notice to its customers of this rate increase application and of 
the specific dates of the hear·ng. It is further 

ORDERED that Poinciana Utilities, Inc., shall pay this fine 
within 15 days of the date of this Order . It is further 

ORDERED that each of the specific findings of fact and 
conclusions of law contained in the body of this Order are 
approved and ratified in every respect. It is further 

ORDERED that all matters contained herein and attached 
hereto , whether in the form of discourse or schedules, are, by 
this reference, specifically made integral parts of this Order. 
It is further 

ORDERED that upon 
revised tariff sheets 
docket may be closed. 

By ORDER of the 
this 9rh day of 

( S E A L ) 

SFS 

the submission , and our 
reflecting our decisions 

approval, of 
herein, thi s 

Florida Public Service Commission 
NOVEMBER I -~1..;..9_89 __ _ 

s~J.#te 
Division of Records and Reporting 
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NOTICE OF fURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commi ssion is required by 
Section 120.59(4), Florida Statutes, to notify parties of any 
administrative hear ing or judici a l 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 
admini strative hearing or judicial r e vie w will be granted or 
result in the r e lief sought. 

Any party adversely affected by the Commission's fin Jl 
action in this matter may request: 1) reconsideration of the 
decision by filing a motion for reco nsideration with the 
Director , Division of Records and Reporting within fifteen {15} 
days of the issuance of this order in the form prescr ibed by 
Rule 25-22. 060 , Florida Administ rative Code; or 2) judicial 
review by the Florida Supreme Court in the case of an electric , 
gas or t elephone ut ility or the First District Court of Appeal 
i n the case of a water or sewer utility by filing a notice of 
appea l with the Director , Division of Records and Reporting and 
filing a copy of the notice of appeal and the fili ng fee with 
the appropriate court. This filing must be completed within 
thirty ( 30) days a fter 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. 
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POINCI~K~ UT ILITI£5, I C SCK£0111. £ NO H I SC £OUt£ Of ~~IER RAIE EMS£ OOt,£1 ~D. BSI~01· •S 

TEST YE~R £HOED 10/11/88 

(A) (B) (C) (D) 1£) 

AV[RAG[ AOJUSIII[If!S 
l£ST HAR 10 THE AOJCS EO P~O fOPIIA PRO fCRIIA 

COIIPOHEHI PER UlllllY T£51 Y[AR 1£51 T£AA ADJUSIII£ IS lEST YEAA 

······················-··---- - ----········ .......... ..... .... ... ....... ...... ............... . ... ........ .... 

I UTI Lin 
2 
5 UTILIIT PlANT IM S£RVIC£ 9,080,.~5 s 9,oso.•ss s 9,080,HS 

4 LAND 66,104 68,284 o8,18( 

S COKSTRUCTIOK WORt IN PROGRESS 697,0(S (9,263) 687.782 687,782 

6 C.I.A.C. (1,963 m) (10,189) (1,975,9(1 ) (1,97l,9•~ l 

7 ACCUI\UlAT£0 D£PRECIATIO~ (59S,l70) (20,28S) {CI5,•55) (9,100) (424 ,S5S) 

8 AIIORT Of C.I.A.C. AND ADVANCES 214.003 65,181 279,16• 2 9. 1s• 

9 ADVANCES rQR CONSTRUCTION (6,752,SH) (6,7SUH) (6,752,51• 1 

10 WORliN& CAPITAl AllOW~CE 80,729 ll6 81,065 81,065 

II 
............... ------··-·· .................. ............... ........... .. .. ... 

12 
13 RATE BASE s 1,029,259 ' 25,580 s 1,05(,819 s (9,100) s I,0•5.m 

14 
. .. .. .. .. .. .. .. . .... . .............. . .............. . . . . .. . . . .. . .. ................ 
. . . . . . . . . . . .. . .. .. . .. .. . .. . . . . .............. . .......... . ........... 

IS CO IIISSIC. 
16 ............... .. I 17 UTILITY PlANT IN SERVICE 9,080,455 s s 9,oeo.•s5 s 9, oso. • s~ 

18 lAND 68,184 (2l,8S4) 4' ,420 H ,420 

19 CONSTRUCTION WORK I~ PROGRESS 697,0•5 (9,263) 687,781 687,782 

20 C.I.A.C. (1,963,5S3) (10,559) (1,973,9•2) (1,973.9•1) 

21 ACCUMUlATED DEPRECIATION (l9S,I70) (20,285) ( '15,455) (9,100) (• 24,m) 

22 AIIORT Or C.I.A.C. AND ADVANCES 214,003 65,181 279,154 279,181 

23 AOYAHCES fOR CONSTRUCTION (6,1~2 .~14 ) 22,175 (6,73o,m) \6, 3o,m) 

24 WORKIHG CAPITAL AllOWANCE 80,729 (z•. m) S6,S9• 56.S94 

2S ··-········· ................ .. . .................... ............... ................ 

26 
27 RATE BASE s 1,029,259 s (380) s 1,028,879 s (9,100) s 1,019. 7 9 

28 
............. . .......... . ............. .. . . .. . . . . .. . .. ............. 
................ . . . . . . . . . . . . . . .. . . . .. . . . .. . ..•••..... . ............ 

29 CITIHHS 
30 
31 UTILITY PlANT IN SERVICE '1,080,HS s 9,080,455 s 9,080,455 

32 lAND C,284 68,284 68,284 

33 CONSTRUCTION WDRl IN PROGRESS 697,04S (9,263) 687,1B7 681,i82 

3• c.u.c. (1,963,SS!) (10,389) (I, 97J, 9•2) (1,~7l,9C 2) 

1S ACCUIIUlATED DEPRECIAT ION (~95,170) (20,28S) (415,455) (9,1CO) (•24,m) 

36 AIIORT Or C. I.A.C. AND AO~ANCES 214,003 65,181 179,184 279 .18l 

37 AOVA CtS fOR CONSTRUCTIOK (6,7S2,534) (6,752,534) i6, m. s1•1 

38 WORliNG CAPITAl AllOW~~CE 80,729 ( •1.~61) 38, 167 l8 ,167 

39 ................. ·········-· .... .. ......... ..... ............ ................. 

40 
41 RAT£ BAS£ s I,029.m s (17,118) s 1,011,941 s (O,JOO) S 1,002,SCI 

' 42 
............. ... .......... . ........... . . . . . . . . . . . .. .... ........ 
. . .. . . . . . . . ". . ............ . ........... .. . . . . . . . . . . . ............ 
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POINCIANA UTILITIES, !NC SCh£01Jt ( ~0 . , • 8 

SCK£ DUl£ or S£ ~fR P~T£ BP:£ DOCIE T ~0 86150! ·11$ 

TEST YEAR £HOED 10/ Jt/ea 

(A) (S) :c I ( ~ ) ([ I 

AYE RAGE ADJUSt·~~~ S 
TEST YEAR 0 IKE ~O!OS ED FiiO roR A PPO fORIIA 

COIIPOII£111 PER UTiliTY HST Y(~~ T£51 Y[~R AOJUSTII£1115 1£SI YEAP. 

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

1 UTllJTl' 
2 
l UTILIT¥ PLA l Ill SERVICE 19 .975,092 s 31.232 s 19.956,314 s 19,956,314 

4 LAND H6,65J (31 ,m l 715, 421 m .m 

5 CONSTRUCTION MORK IN PROGRESS CJ99,m (30,267) 969,091 9641 ,091 

6 C.Ui.C. (3,705,393) (5,590) (3, 710, 98l) (3, 710.983) 

7 ACCUIIUlAT£0 DEPRECIATION (597.610) 17,058 (580,m) ( ll, IC2) (593,694) 

6 AIIORT Of C. I.A.C AIIO ADYAWC£5 J97,Z60 59,438 456.698 C5G,698 

9 ADVANCES fOR CONSTRUCTION (16,564,560) (16,56. , 560) (16,56«,560) 

10 KQRliHG CAPITAl AlLONAHC£ IH ,665 S89 141,254 I42,2SC 

II . ... ... . ....... .. . . ... .......... .... . ........ . ... . ... . ...... .... ....... .. ..... .. ..... .. 

12 
13 RAt£ 8:15£ t,3cz,m $. 41,228 s 1,38U63 s (13,142) s UiO, S41 

I( 
.. ......... ... .. ..... .. .. .. . . .. .. .. .. . . . . . .. . .. .. . . . . . .. . .. . .. .... .... ... ... . 
.. .. .. . . .. .. . .. .. .. . . ... ..... ...... .. . . .. . .. . . .. .. .. . .. . .. .. ... . .. . .. ...... ......... 

I 
IS CO IIISSIOII 
16 ··----·- ·· 
17 UTiliTY PLANT IN SERVICE 19,<125,082 s 31 .232 s 19,956,314 I s 19,956, 31( 

18 LAND 146,653 (m .6so) 475,003 0 5,00! 

19 CONSTRUCT ION WORK IN PROGRESS 999,358 (30,167) 969 ,091 969,0~1 

20 C.I .A.C. (3,705,393) ( 5, 590) (3,710,983) (3 ,710,983) 

21 ACCUIIUlAT£0 OEPRECIAT IOII (597,610) 17.058 (580,m) (13,142) (S93,694} 

22 AKORT OF C I.A.C. AHD ADVANCES 397 '260 59,m 456,698 tS6,69B 

23 ADVANCES FOR CONSTRUCTION ( 16,5~ 4 , 560) 239 ,949 (16,324,611) ( o, l24 ,611 ) 

24 NORl iHG CAPITAl AllOWANCE 141,665 (~2 . 335) 99 ,330 99, 3l0 

25 ... .. .... ....... .. . ..... ...... ......... ....... ................. ... .. ..... . . ...... ---·-······· 

26 
27 RAT£ BASE l,JC2 ,c5S s (2.165) s I ,340. 290 s (13 H2) S 1,327 , 148 

28 
................ ...... .. .. . . .. . . .. . . - ...... .. .. .. ..... . .. . . .. .. . . .. . . ... .. .. ....... ..... 
.. . .. . . . . . .. . .. . .. .. .. . .. .. .. .. . .. . . . ....... . ..... . ...... .. . .. .. ... . ..... . ..... .. ... 

29 CITIHHS 
30 
31 UTIL ITY PlANT IH SERVICE s 19,925,082 s 31 ,232 s 19,956,314 s 19 ,9Sb ,!U 

32 LAND H6,'53 (31,232 ) 715,421 715.<21 

33 CONSTRUCTION WORl IN PROGRESS <~99 .lSB (30,267 ) 969.091 96<1,091 

34 C. I.A.C. (3,705,393) (S,S90) (3 ,710,983) (3,710,983) 

35 ACCUXUL. TEO DEPREC!ATIOII (597,610) 17,058 (580,552) (13,W) {S93,694) 

36 AKORT Or C. I.A.C. ANO AOVA CES 397.260 59' 438 456,t 98 4 56 . 6~8 

37 ~OVA C£5 fOR COHSTRUCTIO (16, 564. 560) (16,56' , 560) (16, 564, 560) 

38 W3RKIHG CAPITAl Al lOKANC£ l41,6G5 (H ,G90) 66,975 66 ,~ 75 

39 . ... ............... ... ............. .. . ........... ..... . . ... ....... ... . . ....... .. ............... 

I 
40 
Cl RAIE SASE u c2. c5s s (34 ,OS I) S 1,308 .404 s ( 13,142) s U9S, :e.1 

42 
. . .. . .. . . . . .. .. .. . ............. . . ... .......... .... .... .. .. ... ... . .... . .. .. 
.. . .. . . . . . . . .. .. . . . . . . .. . . . . . . ...... . ......... .. . . .. .. . . .. . .. .. .. ................. 
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POINCIANA Ulll ill£5, i~C 

tXPL ~N~liO Of IHE ~9JUSlrEHiS 10 
•~TER RAT£ BAS£ SCHEOut£ 0. I·A 

I LAND 
2 •••• 
3 CORRECTIVE ADJUSI"EHIS 

~ I. Reduce llnd costs to aoprltSed valce for 
6 property purthlsed fro• ln 1ffil i1lt. 
1 
8 IOIAl CORRECIIY£ ADJUSlfttNIS 
9 

10 
II 
12 CONSTRUCIION WORK IN PROGRESS 
IS · ··················· ······ ··· 

COC £1 WO SBISOl·•S 
SCHEDUlE I·C 
~m or : 

('-l (e J (CJ 
UllliiT co~-::SSIOI\ Cllll£ $ 

s s 
0 (?l,864) 0 

0 S (7l,86C) S 0 
. . . . . .. . . . . ... . . .. . ... . . . .. . .. .. . ............... .. .. .. ......... .... .. ............. . ........• . . 

I~ I. Ruove CWIP not supported by CIAC/lMnces . S (9,263) s (9,26l ) S l9,263) 

IS ••••••••••·• •••••••••••• •••• ••••• ••• 

16 TOTAL ADJUSlft[NT TO COHSIRUCT ION WORK 
11 IN PROGRESS 
18 
19 
20 
21 CONTRIBUT IOHS·IM·AID·Of·COHSTRUCTIOH 
22 ..........•.......•...•............. 

23 CORRfCTIVE AOJUSTftEMTS 
2~ ....•................. 
2~ I. Adjustaent to reflect gross CIAC 
26 not reduced by incoae taxes. 
27 
28 TOTAl CORRECTIVE AOJUSTftENTS 
29 
30 
31 
32 ACCUftULATEO DEPRECIATION 
33 ................•...... 

34 CORRECTIVE AOJUSTftENTS 
3~ •••••••••••·•••••••••• 
36 I. Record aOJUStaent per Order JS796 
31 Audtl Exception Ho. I. STIPULATIO 
38 
39 TOTAL CORRECTIVE ~~JUSTft£NTS 

40 
41 
42 PRO fORftA ADJUST~£ TS 
43 .................... . 

44 2. Ad)u~t reserve lor oro fortl adjustaent 
4~ to deprectl:ton expen$!. SIIPULATIO 
46 
47 lOTAL PRO fOR"A AOJUS1"£MTS 
•a 
49 
~0 

s 

s 

s 

(9,263) s (9,263) s 
. .. . .. . . .. .. .. . .. .. . ........... .. ..... . ...... .. . . ............. . 

s s 
(10,389) (IO,l89) 

(10,389) s (10, 389) s 
.... .......... . ........... . . ........... ... . ............ . 

s s 
(20,28S) (20,28S) 

(~0.2B~l s (2o.zes) s 
..••......•. . .......... . ............. . ............ . 

s 
(9,100) 

(9 ,100) s 

s 
(9 ,100) 

(9,100) s 
. ...... . .. ... . ··· ·····• · •· .............. . ........... . 

(9 ,263) 
............. . ......... ... . . 

(10,389) 

(IO,l89) 
.............. . ........ .... . 

(10,22S) 

(20,:BS) 
............. . .......... . 

(9 , I GO) 

(9,100) 
... ....... .... ........ . .... 

I 

I 

I 
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POINCIANA Ul lllli£S, I~C 

[XPL~~AIION Or IH£ AOJVS [HIS 10 
W~TER RATE Bm SCti£0UU ~0. I·A 

AOJUSir-tMI 

I AftORT . or C. I.A.C. A'O AOVQ C£5 
2 ·······················• •······ 
l CORR£Cll~( AOJUSiftE 'IS ' ......•..•...•........ 
S I. ~d)ust•ent to reflect lcortllltlon 
6 on reduction to CIAC for t~•es . 

7 
8 2. Retord ld)ustaent 'er Order IS7~6 

9 Auchl ExceptiO 110 . l. SIIPUlATIO 
10 
II TOTAl CORRECTIVE AOJUSTft£WtS 
12 
13 
14 AOV~C£5 fOR COHSTRUCtiO 
IS ······ ····· ···•·········• 
16 COKR£CIIY£ AOJUStftENtS 
17 .. ................... . 

18 I. Reduce land costs to appratsed value for 
19 property purchased froa an allt!l~te . 

20 

ooc r· o eeJ50l· ~s 

SCHED'. ( I·C 
ce,r : ·r , 

(A) (e) (C) 

lllllllf CO,'I ISSIO~ CII!HHS 
·······-·· · · . -······· ............ .. 

2,882 2,8£2 2,862 

61,219 62 ,299 62,299 
.................. ... . .. .......... ..... ...... ..... .. ...... 

65,181 s 65,181 ' i.UBI 
....... .......... ................. .. ........... .. ............... . ...... ......... . ... .... ...... 

s 
o zz.m o 

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

21 tOtAl CORRECtiVE AOJUSTftE~lS 
22 

s o s n.l 5 s o 

23 
24 
2S MOR«IHG CAPITAL AllOWAHC£ 
26 . .•••.... ....... ......... 

27 CO~R£Ct!YE ADJUSTr.£HTS 
28 •••••••••••••••••••••• 

29 I. Ref lect aver~ge deferred debtt for s 
30 we ll aonttoring expense . 
ll 
32 2. Reaove oreltainary survey charges. STIFUlATIO 
33 
34 
lS 
36 
37 
l8 
39 
40 
4) 

42 
H 
H 
4S 
46 
41 
48 
49 
so 

3. Reflect federal 1nd st~te tnc~ae taxes. 

•. ~djust/reaove deferred debtt for prtor 
r~te case expense. 

S. Reaove clearing accounts. 

6. Reflect deferred debtt for current 
rate case expense. 

tOtAl AOJUStKEHT tO TH£ ALLOWAMC£ fOR 
WORl!HG C~PITAL s 

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

s 
0 

(1,118) 

(6, ISS) 

0 

0 

7,672 
.................. 

m s 
................. .............. . 

912 

(1,118) 

0 

(13,392) 

(IS, 70S) 

8,168 
·········· It • 

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

0 

(1,118) 

0 

(2?,679) 

(18,7C5) 

0 
··········-· 

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

465 
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POI ~CIANA UTiliTIES, INC 
EXPLAHATION OF THE AOJUSlft£HlS 10 
SE W£~ ~~IE SASE SCHEDULE 0. 1·8 

ADJUST II! liT 

I UTiliTY PlANT IN SERVICE 
2 •••••••••••••••••••••••• 
3 CORRECTlY£ AOJUSTftEHTS 
' ............•......... 

S I. Correct pl1nt alscl•ssific•tlon 
6 Audit Exception No. 2. SIIPULATIO 
7 
8 TOTAl CORRECIIY£ ~JUSlft(NlS 
9 

10 
II lA~O 
12 .... 
13 CORRECtlY£ ADJUSIKEHTS 
IC 
IS 
16 
17 
18 
19 
20 

I . Cor rect pl1nt •iscl•ss tf icat ton 
Audit Exception No. 2. SIJPut.mo 

2. Reduce l•hd costs to ~opr~ ised value for 
property purchased fro• an afftliate. 

21 TOIAl CORRECI IY( ADJUSTftEH TS 
22 
23 
24 CONSTRUCT ION WORK IN PROGRESS 
25 ••••••••••••••• •••••••••••••• 

26 I. Re1ove CWIP not ~upported by CIAC/ad~ances. 
27 
28 TOTAL ADJUSTft£NT TO CO"STRUCTION WORl 
29 IN PROGRESS 
JO 
31 
32 CONTRI8UT!ONS· IN·AIO·Of ·CO STRUCTIO 
33 •••••••••••••••••••••••• ••••••••••• 

34 CORRECIIV£ ADJUSTIIEHTS 
35 ········•·····•······· 
36 I. AdJust•ent to reflect gross CIAC 
37 not reduced by incoae t1xes. 
38 
39 IOIAL CORRECTlY£ ~OJUSlftENTS 
•o 
41 
42 ACCUIIULATED DEPRECIATION 
43 .............. . ••.••...• 

44 ~OR~ECTi E AOJUSlrJHTS 
45 ·········· -· · · ········ 
46 
41 
48 
49 
~0 

I. Record adjust•ent per Order 15796 
Audit Exception o. 1. SIIPUlAliOii 

TOT AL CORR~CI IVE AOJUSTIIEHIS 

s 

~0 ~~ ~0. SBI~OJ· -S 

SCJ;EOUL E H 
i':.G£ : :r • 

( ~) (B) (C) 

Ul llllY COIIIIISSIOH CllllEhS 

ll,m s Jt ,2l2 s Jt.ZJ2 
••• • •••••••• • • ••••••• aa • •••••••••••• ............. ............ . ..... . .... .. 

s s 
(31.232) (31 ,23?) (31,?32) 

0 (240,418) 0 

(31,2!2) S (271,6SO) S (3!.~32) 
........... . ............ . .. ... .... .. . . . . . . . . . . . . . . . . .. . . . . . . . . ........ ... . 

(30,267) s (30,267' s (30,267) 

\30,267) s (30,267) s (30 ,267) 
•·····•· ···· ............... ··· ····· ·· ·· . .. . . . . .. . ... .. . . . .. . . . . .. .. . . . . ...... .. ... . 

s s s 
(S,59o) (5,590) (5,sqo) 

(5,590) s (5,590) s (5,590) 
·····•···•·· · •·· · •·····• . ........... . . . . . ... . . . . . . . . . . . . . . . . . . . . ...... .. ..... .. 

s 
17,058 17 ,058 17.058 

··•·•· ·•• .. ········-··· 
17,056 s 17.~58 

:::::::::::: :::::::::::: 

I 

I 

I 
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I POI~CIAHA UTillllfS. IHC ooc,rr ~o. ~ei~O!·~~ 

£XPl AHATION Of iHf AOJUSiftE IS TO SCnEOUU I·" 
SEWER RAI( BASE S~HrOU E NO. 1·8 ~AS[ 4 Of 4 

(~) (SI (C) 
AOJUmEHT UllliiT COl'. 'I I SS I 0~ Cll!HHS 
................ .. ................ .............. . ......... -..... 

I PRO fOR"A AOJUStn£KTS 
2 ... .. ................ ........ 

3 2. Ad just reser~e for pro foraa aojustaent s s s 
4 to deprec1Jt1on expense. ~llPUl~liOII (13,1C1) (ll,IH) (ll,IH ) 
s ··----·-···· .......... ........... ............. ... 

6 TOTAL PRO fORnA AOJUST"ENTS (11, 142) s (ll, IC2) S (13.1 47) 
7 . . .. .. . . . . .. . . .. ................... .................. . ... . . . . . .. .. -. . . .. .. .. . .. . .. . . . . .. .............. 
8 
9 AftORT. Of C.I.A.C. ANO ADVANCES 

10 -------·····-------------------
II CORRECTlY£ AOJUSTftEHTS 
12 ·-------·-· ··········· 
13 I. Ad just&ent to reflect aeortization s 
14 on reduction to ClAC for taxes. I,Oc~ t.o•~ 1,04~ 

I~ 

16 2. Record adjustaent per Order IS196 

I 17 Audit Ekception No. 3. STIPUlATION ~8.393 ~8, 393 58,393 
18 ·--·-·------ ·-·-·····-·· ................. -- .. 
19 TOTAl CORRECTlY£ AOJUST~EkT$ ~9.<38 s 59,08 s 5~. l l8 
20 ................... .. . .. .. .. . . . . .. .. . . ............... 

---········· . .............. . . .. . .. . ..... 
21 
22 ADVANCES fOR CONSTRUCTION 
23 -----··-----------·------
24 CORRECTIVE AOJUSTnEHTS 
25 ........ ...... ................. 

26 1. Reduce land costs to 1opr1i~ed v1lue for 1 
27 property purchased froa an affi liate. 0 m,949 0 
28 .. ...... ............. .... .. .... --- ....... .................. . 

29 TOTAl CORRECTIVE AOJUStnENTS s 0 s 239.949 s 0 
30 . ............. ... ............. . . .......... .. .... ..... .............. ..................... . ................. -
31 NORliNG CAPITAl AllOWANCE 
32 ---·- · ··-----------------
33 I. Reflect average deferred A~blt for s 
34 Nell aonitoring exoense. 0 1,70~ 0 
35 
36 2. Re,ove preliainary survey charges. STIPUl All ON (2,068) (2,068) (2,068) 
37 
38 3. Ref lect federal and slate tncoae ta~es. (10,807) 0 0 
39 
40 4. Adjust/reeove de erred debit for pr1or 
41 rate c1se expense. 0 (2l,S01) (39, 198) 

I 42 
43 5. Reaove cleartng accounts. 0 (32,82C) (32,824) 
H 
45 6. Reflect deferred deb1: for current rile 
46 case upense. ll,W IU52 0 
47 . .... .......... ..... ....................... .... ..... ............ 

48 TOTAL AOJUSTHEHT TO THE AllOWA CE TOR 
C9 WORUIIG CAPITAl s m s (C2,33S) S (H ,690) 
so . ... . . . . .. -....... .. ... ... ... . . ... ..... ......... .. . ... .......... ... ..... . ...... 
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POI~CI~NA UTILITIES, l C 
EXPL~ '~iiJN or IKE ~~JUST E S TO 
C~PIJAL STRUCTURE SCH£0Ul£ NO. 2·~ 

AOJUSJII[Hl 

I LO G t£R" O£Bl 
2 ............. . 

J 1. Pro rata reductiO~ to equal rate b~se . 

4 

S i~l~l ~OJUSI ~t~T "0 lC~' I[RII DtBT 
6 
7 
8 BAHK LOANS 
9 ......... . 

10 
II 
12 

I. Pro rata reduction to tqual rate base. 

ll PP£f£RREO STOCl 
14 .............. . 

IS I. Pro rata reduction to equal rate b•se. 
16 
17 
18 COIIIIOH £0UITY ' IIIHORITY INTEREST 
19 ···················· · ·····••··· ·· 
20 1. Reduct ion to equ1ty land costs. 
21 
22 2. Pro rata reduct ion to equal rate base. 
2l 
24 tOTAL ADJUST~EHT TO CO~,D [CUllY r.t~ORl Y I l 
~s 
26 
21 ITC's 
28 ..... 
29 I. Exclude due to taxes not be1ng allowed. 
JO 
ll 2. Pro rata reduction to equal rate b~se . 

32 
33 TOTAL ADJUSJII£NT TO lTC'S 
l 4 
35 
36 CEfE~AED IHCOIIE TAXES 
37 ......•....•........• 

38 I. Exclude due to taxes not being allo•ed. 
J9 
40 2. Pro rata reduction to equal rate bast. 
41 
~2 iOJAL POJUSl'-fNT TO DEF£AR£D IHCOII£ TAJES 

44 
45 OTHER · •WTP C2 LOAN 
46 ••••••••• ••··••••••• 
47 I. Pro rata reduction to eaual r~te ba5e. 
48 

;~~( 'u f81SCl·•S 
SCh[(l E H 
t'~6£ I ~r I 

( ~) (8) (C) 

UIILITY C01/.ISSIO CIIIZ(NS 

S (SS,S00,339) S (SS,3BS,298) S (52 ,99S.~56) . . . . . . . . . . . . . . . . . . . . . . . . .. ............ . •...• . •.••.. •...... . .... . ..........• 

s (1,836, 442) s (1,832,635) s (1,!32,636) 
. . . . . . . . . . .. . . . .. .. . .. . . . .. . .. . ....... ..... . . . . ... . . . . .. .. . . . . . .. . .. . .. . . .. . . . . . . . .. .. . 

s (8,955,35~) s (8 936,7~3) s (8,936,796) 
. . .. . . . .. . . . . . . . .. . . . . . . . .. . . ....... ...... . . . . . .. .. . . . . . . . .. .. . . . . .. . . . . . ..... ........ . 

0 S (I , 9S8) S 0 

(40,48S,t7b) (40,399,641) (40,401,)13) 

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

0 S (4,9IS,929) S (4,915,i29) 

(4,819,971) 0 0 

s (4,819,977) s (<,915,929) s (4,915,929) 
............. ·-···· ····· · ······-· ···· ............. .... . ........ ········ .. . 

0 s (9,974,449) s (9,974,449) 

( 9. 7 9. 762) 0 0 

s (9,779,762) s (9,974,449) s ( ~.914,449 ) 
. . . . . . .. . . . .. -............. .. ............ . ...... ..... ·· ·•··· ····· ............. . 

0 s 0 s (2,390,264 ) 
. . . .. . . . . . . . . . . .. . . . . . . . . . . ........... . . .. . . . . . . . .. . . . . . . . . . . . . . . . . .......... . 
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ORDER NO . 22166 
DOCKET NO. 881 503-WS 
PACE 45 

POINCIANA Ut il iTIES, ISC SOHO\Il £ '10 . !·r< I SIAl£ fNI or WqlER OPERA ION~ 03CHl 1(0 8SI~O:·WS 

TEST YEAR EH0£0 10/51!88 

(A) (tl) (C) (0) (£) 

AVERAGE AOJUS If.£ liTS 
lEST YE~R TO THE AOJUSIEO 1.CHSTRUC £0 COHSillUCi£0 

Of SCRIPT 10 PER UTiliTY lEST Ym TEST Y£ AR AOJUSII\(H S TfSI YEfiR 
.............................. . . ____ ___ _ ................... ... ................ ....................... ................... . . ................. 

I UTI LilY 
2 
5 OPERATING R£VEHU£S m.•so s 6,S70 s 401,0:'0 s 124,S14 s m,s9• 
• OPERATING £XPtHS£S: ..................... .................... .. ...... ............ .. ................... ............... ........ 

s OP£RAT IO~ ' "AIMI(KAKC£ 295,l01 2.m ' 297,636 ~9i ,d6 

6 OEPR£CJAT IOH 27,059 {UOl) 21,856 9,100 l0,956 

7 AIIORT ll A Tl ON 0 0 0 

8 !AXES OTH£R IHAH INCOIIE 55, 404 2 ,6l2 lB,Ol6 l, 11 4 41,150 

9 IN COllE !AXES 0 0 51,867 li.S67 

10 . ..... .. ..... ... .. . .. .............. ... .... ........... _ ............ ... .... ................. .. ..... 

II TOTAl OPERAT ING (XP£HS£S 357 , 764 s (736) ' 357 ,528 s 44 ,081 s 401,609 

12 .................... .. ................. .. ............ .. ...... .. ............ .. ... ............... .. .. 

ll OPERA! IHG INCOME s 36 ,686 t 6,806 s o,cn s 80,493 s 123,985 

14 -. .. .. ............. .. .. .. . . .. . . .. .. .. . ............. .. .... . .............. ....... .. ....... .... ....... .... . .... ... .. ...... .. ............... . . . .. . .. .. . . . .. .. .................. 
15 RAI £ or RETURN l.56\ • . I~\ 11.66\ 

16 ....... .. ......... . ............... . .............. .. 

I . .. .. . .. .. .. .. . . . . ..................... .. ... ... . .. .. ..... 
17 
18 COMISSIOH 
19 . . ............... 

20 OPERATING REVENUES 394,450 s 6,570 s 401,020 s 72 , 259 s :7!,~79 

21 OPERATING £XPEHS£S: ......... .. ......... .. ................. ........ .... ...... . .... . .... .. .. . ....... .. ........ ... ......... 

22 OP£P~TIOK ' IIAIHT£NANC£ 295,301 s { 10,005) s 285,298 zes,zqs 
23 OEPR£CIATION 27,059 {5,203) 21,856 9,100 30,956 

14 AllOR Ill A Tl OK 0 0 0 

2S TAXES OTHER !HAN INCOIIE 35,404 2,240 J7,6U I ,250 38,894 

26 JNCOII£ TAXES 0 0 0 

27 .................. .... . .. . .. ...... .. ...... .. .................... .... .... .... .. .. .... ................... .. 

28 TOTAL OPERATING EXPENSES s m,w s ( 12' 966) s 3H, 798 s 10,350 s 355 .1 (8 

29 . .. ................. ...... .. ... ........... .. . .... . ......... . ....... ..... .. .. ............ .. ......... 

30 OPE~ATIHG IKCO"£ 36,686 s 19,)56 s 56,222 s 61,909 s 118.131 

31 .. .. .. .. .. .. .. . . . .. . . .. .... . ........ . .... ...... ..... .. .............. ..... ... .. ..... . .. .. . .. . .. . .. .. .. . . .. .. . . .. . .. . .. .. . .. ...... ..... ..... .. . .. . .. . .. .. .. ... . .............. 
32 R~TE or RETURN 3.56\ 5.46\ 11.58\ 

33 .. .. . . . .. . •· . ..... .. .. .. ... .... ...... . . ...... ... ....... .. .. ... . .. . . .. . .. . .. .. .................. . .............. 
54 
55 CITI:EHS 
56 
51 OPERATI NG REVENUES s 594,450 s 6,570 s 401,020 s 0,717 t HS, 797 

38 OPERATING £XP£~S£S: ...................... .................... . .... ........ .... .................... ................... 

39 OPERATION & "AINTEHANC£ 295,301 (31,200) s :64' 101 s w, :c1 

~0 DEPRECIAI IO 27,059 {5,203) 21,856 9' 100 50,956 

41 AllOR Til A II ON 0 0 0 I <2 TAXES OTHER IHAH IHCOII£ 35,40< 2,240 J7,6U 788 58,432 

43 IHCOIIE TAXES 0 0 0 

u ...................... . .... ... ... ...... . ... ............ ................ .. ... . . .. ............. 

4) !Oi~l OPERATING EXPENSES s m.764 s {54,!63) s m,60I s 0,888 s m ,m 
<6 ....... . .... .. ...... .. .............. . ...... .......... .............. ... .................. 

47 OP£RATING !NCO"£ s 36,686 s 40' 7 3l s 77,419 s 57,089 s 115,308 

cs ............... .............. .. ......... .. .... .............. ... ........... 
... . . . .. . . . . .. .. . .... . ....... .. . . ............... ... .. . . ... . .. . ..... .. .. .. .... 

49 RATE or RE TURN 3.56\ 7.65\ II SO\ 
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ORDER !0 . 22166 

DOCKET NO . 88 1503- WS 
PACE 46 

PO! 'Cirt~A Ullll IES , ;,c 
ST~i( EHT Gf SE WER OPE~~li~HS 

EST YEAR ENDED 10/31/88 

DE StRIP! ION 

I Ulllll't' 
2 
3 OPERATING REYEKUES 
4 OPERATING EXPE SES: 
5 OPERATION ' .AI TEIIANCE 
6 OEPRECIATIO~ 

1 A~ORTIZAiiOH 

8 TAXES OIH£R THAN !NCO £ 
9 !NCO E TAXES 

10 
II IOTAL OPERAIIH& EXPENSES 
12 
13 OPERATING INCOKE 
14 
15 RATE or RETUR 
16 
11 
18 COIIKI SSIOH 
19 -------·--
20 OPERATING REVENUES 
21 OPERAT ING EXPENSES: 
22 OPERATION ' nAIIITEIIAHCE 
23 DEPRECIATION 
24 AftORTIZATIO 
25 TAXES OTHER THAN IHCOft£ 
26 INCOKE TAXES 
27 
28 TOTAL OPERAT ING EXPENSES 
29 
30 OPERATING INCOME 
31 
32 RATE Of RETURN 
33 
34 
l5 CITIZEIIS 
36 
37 uPERATIIIG RE~E UES 
38 OPERAIING EXPEkSES: 
39 OPERATION & ~AIIITENANCE 

40 DEPRECIATION 
41 AIICRTIZAT IOK 
42 TAXES OTHER !HAN IHCOII[ 
43 IHCG E TAXES 
u 
4~ TOTAL OPERATING EXPENSES 
46 
4i OPERAl liiG INCOII£ 
48 

(A) 
:ovrg:.cr 

TE ST YEAR 
PER UTiliiY 

576,138 s 

511 '164 
Z8,m 

0 
69,003 

0 

(8) 
ADJUS IIIW S 

0 !HE 
HSI YEAR 

12,172 s 

SCii£ 0UI.£ ~0 . H 
OOtl£ ' 0. 5£1~03 ~~ 

(C) 

~OJUS'EO 

1£51 T[~ll 

588.410 ' 

506,855 s 
2US• 

0 
1l, 997 

0 

(0) 

((J~Sl~UCI£0 

~OJUSlftE S 

218,185 ' 

13,142 

5,4H 
15,104 

(£) 

COIISTRUC 1£0 
TESt YEAR 

807,395 

506.855 
co,m 

0 
79,Hl 
!5' 104 

s 609,304 s (1,068) s 608,236 s 53,720 s 66t.95o 

(33,166) S 13,3~0 S (1~,826) S 165,265 S 1•5, 439 
. . . . . .. . .. . .. . . .. .. .. .. . . .. . .. .. .. .. .. .. . . . . . . . . .. .. . . . . .. . . . .. ....... .. ......... .. . . .. .. .. .. . .. . .. .. .. . .. .. .. . .. .. .. .. . .. . .. . . .. .. . . . . .. . . .. .. .. .. .. .. .. .. . .. .. .. .. ....... .. 

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

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

576,138 s 

511 '764 s 
28,537 

0 
69,003 

0 

s 609,304 s 

s (33, 166) $ 
................. .. . .. . . .. . . . .. . .. 

2 47\ 
...... ........ ... ............... 

s 576, llB s 

S 51l , i64 
1a,m 

0 
69 ,003 

0 

12,272 s 

(49,309) s 
(t,ml 

c,m 

(45,985) s 

58,257 s 
. ...... . ....... . .. .... •· ..... .. 

12,:'7? s 

(SO,Z81) S 
(I, 153) 

4,477 

588,410 S IH ,226 S 

462,«55 s 
27,384 13,142 

0 
H.cso 2 .m 

0 

~63,319 s 15,698 1 

~5.C91 S 128,528 S 
. .. .. .. .. .. .. . . .. .. . . .......... . . ... ..... .... .... .. ... ..... . .. 

1.8 \ 
...... .. ......... . ............... . 

462, 455 
40 ' 526 

0 
76,036 

0 

579,017 

153,6!9 
.................. . ............... . 

IUS\ 
. ............ . ..... .. ... ........ .. . 

582,«10 s !38,Z92 S 7?6. 702 

l 61 ,483 
17, 38C 

0 
73. ~80 

0 

s 461,483 
13,142 40,576 

0 

2,282 75,767 
0 

609, l0C s (46,957) s S62 ,JC7 s 15,47' s 577,771 

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

-, '" 1 eot II ~0\ 
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~c; C1AKA Ul1ll ll£S, : C :vc £1 ~jQ sem H s I [lP ~SAIIOH Of IH£ ~OJUSi £ TS 10 W·£~.d H 

•A [P CP£RAII C SIAi[r.£~1 ' 0 ! ·A "'G£ 1 cr ~ 

( 4) (8) (C) 

AGJUSIII£MI :J'l · rr CO 1\ISSHIM CIIIHHS 
... ......• .. . . . -..... . . .. . . . . . . . ... .... .. ...... 

I CP£RAIIN' R[\(~U£5 
2 •••••••••••••••••• 

3 CORR£Clfv£ ADJUSfr.£NtS 

• . ..... . ................. 

s I. Annu1lize revenue for 1nde~1n9 6,570 s 6,570 s 6,570 

6 
. ... .. .. .. . .. ··········· ··· ····· ··· .. . . . .. . . . . .. . . . . . . . . . . . . . .... ...... 

J 
B 
9 

10 OPERATION A 0 ftAINI[HA C£ 
11 ••••••••••••••••••••••••• 

12 CORREC IIV£ AOJUS111£HIS 
13 . ................. ...... 

u I. AdJUSt to ~ctual test ye~r po•er s 
15 upense. Audit £•tePtton ho. 5. SliP 292 292 297 

16 
17 2. to ldJUSt aaintenance expense to actu1l. 0 ( 5,c59) (5, C59) 

18 I 19 3. to adjust ~bnoraal legal ~xpense. 0 (1,199) ( I, I 99 ) 

20 
21 '. To ~djust clliaed rate case e•pense. 0 0 (5, 596) 

27 
23 s. Aaount to equal OPC schedules. 0 0 812 

24 
25 6. Reduce unusual expenses to benchaark. 0 0 (8i3) 

26 
27 7. Reaove ~bnoraal aanageaent fees . 0 0 (4,130) 

28 
29 8. AdJUSt for unaccounted 
30 for water . (2,3(2) (2,316) (19,121) 

31 
32 PRO fORftA AOJUSTnEMTS 
33 .. ...... . .............. 

3~ 9. Reflect 1988 Jnd 1989 l•bor 1ncrease. 4,917 0 0 

35 
36 10. Reflect taxes on labor incre1se. 809 0 0 

;J 
38 il. Reflect net decrea~e tn lnsur &nte. (1,132) {1,132) (1,132) 

39 
40 12. Reflect r~te case e•pen5e. (189) ( 189) 8, C06 

41 ............ . . . . ........ ····· · ·· ··• 

42 TOTAl AOJUSTitENfS TO OPERAT IO 
4l AND ltAIIIl£NANCE s 2,335 s (10,003) s (31.700) 

I u ··· · · ··• ··· . .. . . . . . . . . ........ .... . .. . . . . . . . . . .......... .. .. ... . ...... 

45 
46 
47 
48 
49 
50 
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ORDER NO. 22166 
DOCKET NO. 881503-WS 
PAGE 48 

POIIICI~ ~ Ulll!TI£~. :jjC 
EXPLA ATIO Of TH£ AOJUSl~tNTS 0 
WA TER GP£RATING ~TATE~ENl ~OS . l·A 

~OJUSlr.E T 

I DEPRECIATION 
2 ........... . 
3 CO~R(CTIY£ AOJUSTftEMTS 
4 

; 
6 
7 
8 
9 

1. Reaove deor on po~er operited eauio. 
Audtt Exceptton Ho . ~ . SIIPutATIOW 

PRO fORftA IIOJUST~EHTS 

2. Adjust to gutdeltnt r•tes (net ). SliP 

TOTAL ADJUSlnE TS TO DEPRECIATION 

(II) 
UtiLITY 

s 
(UOl) 

9,100 

3,897 s 

OOClE ~0 S8JS03· ~S 

SCHEOIAE l C 
PAGE 2 Of o 

(B) 
CO~t~~ISSIO! 

s 
(UOl) 

9,100 

3,897 s 

Cl li£~jS 

9,100 

3.897 

10 
11 
12 
ll 

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

14 
IS 
16 T~X(S OTHER THAX IKCO,~ 
17 ......•..••............ 

18 CORRECTIVE AOJUS1K£HTS 
················· ·•··· 19 

20 
21 
22 
23 
24 
2S 
26 
27 
28 
29 
30 
31 
32 

I. Adjust to actu•l property taxes otlls. S 

2. AdJUSt LO reflect tnde.ctng. 

3. Correct tax allocatton. 

PRO fORftA AOJUST~ENTS 
········ ······· -···· · 

4. Reflect taxes on orofor•a libor tncreue. 

TOTAL liDJUSTKEKl TO TAXES OTHER HAN IhCG•E 

33 
3~ 

35 
36 
37 
38 
39 
40 
41 
42 
43 
H 
4S 
46 
41 
48 
49 
50 

2,042 2,042 2,0<2 

IC8 108 JOB 

90 qc 90 

m 0 0 

··········· ---······· · ··········· 

2,6l2 s 2,140 s 2.m 
.•.....•... ··········· ··········· ........•.. . . .. . . . . . . . . . ............ 

473 
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POINCIANA UTiliTIES, I~C 
EXPlAHATIO~ OF THE AOJUSlllfHlS TO 
WATER OPERATING $TAT£11£HT OS l·A 

AOJUSTIIEIIT 

I !liCOIIE TAXES 
2 ..........•. 
3 lo adjust test year 1ncoae lates. 
4 
5 
6 OPERAIING REV£HU£S 
1 ·····-······ ···· ·· 
a To reflect recoeaended Increase (decrease) 
9 to allow a fa1r rate of return. 

10 
II 
12 !AXES OTHER THAN JNCOK£ 
Jl -·-············--······ 
14 To reflect regulatory a~5essaent 
15 fees on revenue change. 
16 
17 
18 IHCOIIE TAXES 
19 ······--·-·· 
20 lo reflect incoee taxes on revenue 
21 change. 
21 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
co 
4I 
<2 
H 
H 
45 
46 
H 
48 
49 
tl\ 

(A) 
unu rr 

DOCl£1 ~0 . SBISOl ·•S 
SCH£0Ul£ H 
P~<G£ l or 6 

(SI 
C011111SSIOII 

(C) 
CITIH S 

' 0 ' 0 s 0 . .. . . . . . .. . .. . .. .. .. . .. . .. . .. .. . ...... .. ........ . .. .. .. . . .. .. . . .. .. . . . . .. .. . . . . .. .. ..... .. .. ... . . 

s 12«,574 s 72,259 s 47, 77 7 
. . . . .. ... . . .. .. .. .. .. . . . . .. .. .. .. .. .. . . .. ......... .. . . . . . .. .. . .. .. .. . . ... .. -.... .. . ....... .. .. . . . 

s 3, 1U 1,250 s 788 
.. .. . .. .. . .. .. .. . .. . ......... .... ... ... ...... ..... ... .. . ..... . .. .. .... .. ..... ........ . .. . . .... . .... . 

31,867 s 0 $ 0 
.. .. . . . . .. . . . . ........... ··········· .. . . . . ...... . . ... ....... . .. .... .... 

I 

I 

I 
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ORDER NO . 22166 
DOCKET NO . 881503-WS 
PACE 50 

PmCI~!iA UTILI 1£5, Jjj( 

~XPLAWATIO. Of THE ~DJUS ~r TS 0 
SE~ER OPERAII ' SIAI[f.£HT ~0. l·B 

· ADJltStr£ I 

I OPERAIIMG PE~E~U[S 
2 ........•....••.•. 
l COR~EC I IV£ ADJUSlKEKIS 
4 •••••••••••••••••••••• 

S I. ~nnallue revenue for indexing. 
6 
1 
8 
9 

10 OPERATION AHO ftAIHI(N~HCE 
II ············ ······ ······ 
12 CORRECTIVE AOJUSift!NlS 
13 •••••••••••••••• •••••• 

H 
n 
16 
17 
18 
19 
20 
21 
22 

1. Adjust to lttull test yur power S 
expense. ~ud1t Exception ko. 5. SliP 

2. to ld)ust t1inten1nce expen5e to 1ctu11. 

l. lo adJwSt lbnortll leg•l expense. 

c. to ld)ust cla1aed rate ClSt exoense. 

23 S. Aaount to equll OPC schedules. 
2• 
2S &. Reduce unusual expe~ses to benchear 
26 
27 7. Re1ove abnor•al aan1geaent fee . 
28 
29 B. Adjust for •aortiZition on aonttoring 
30 well expense. 
31 
32 9. Adjust for tnfiltrmon. 
33 
34 PRO fORftA AOJUST~EHTS 
5 ••••••••••••••••••••• 

36 10. Reflect 1988 1nd 1989 llbor increne. 
37 
38 11. Rellect t•xes on lAbor increase. 
39 

12. Reflect net decreAse tn tnsurance. 

13. Reflect rlte else expense. 

14. Reflect lCJustaent to est1a•ted 
••1nten•nce expenses for the test yelr. 

TOTAl ~OJUST £HI tO OPER~ITOW 
~1(0 "~l~l[HI<IIC£ 

QQ(l(l , C, 2£1~0!· •$ 
SCHEOUI.£ ! C 
~~G£ • or 6 

,A) (8) 
U' !ll Y CG~ !~SlOW 

IU12 S 12.m s 

(C ) 
ClillE. S 

2.m 
. . . . . . . . . . . . . . . . . . . . . . . ......... . . . . . . . . . . . . . . . . . . . . . . . . .. ...... .. . 

~.571 

0 

0 

0 

0 

0 

0 

0 

0 

6,731 

1.m 

( I,S82) 

U11 

(10,098) 

( l, :eo) 

0 

0 

0 

(3, ~70) 

(8,372) 

0 

0 

1,ml 

( 189) 

(19. ~89) (19,589) 

.......•... •········•· ······••··· ·····•·••·· 

S,S11 

( ~4 , 168) 

(I, cEO) 

(s,mJ 

(l,HO) 

(6,ml 

0 

0 

0 

(l.m) 

S, C06 

(19,S89) 

(~0.28 ) 
····•••···· ........... 
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~01 ,;m Ullli i£S. I~C 

£XPlA~ATIO Of H£ AOJCST~E~IS 0 
~~kEP CPEP.All~G SlHIE ~E I ~~~ J 8 

I OEPRECIATIO 
7 ........... . 

3 CORRECTIVE AOJUSlftEKTS 
4 ···-· ...•.....•.... .. 

5 I. Reaove depr on power operated eQ~tP 
6 AUdit (AC!PtiOn No . •• S II PUl All OK 
1 
8 
9 

10 
II 
I? 
ll 
14 
IS 

pqo fO~ A AOJUSTft(~ TS 
··•·•·······•···•···· 

2. AdJUSt to quJdel1ne rates (net ). 

TOTAl AOJUSI~(KJ 10 DEPRECIAIIOK 

16 !AXES OTHER THAN INCOftE 
17 ••••••• •••••••••••••••• 
18 CORRECTIVE AOJUSTftENTS 
19 ....•................. 

SliP 

' 

' 

20 I. Adjust to actual property tuu bills. S 
21 
22 2. Adjust to reflect indexing. 
23 
24 l. Correct tak allocatton. 
25 
26 PRO fORnA AOJUSTftENTS 
27 ....•...........•..•. 

OOCl£1 ~0. !BI~Ol· •S 

SCH£0Ut£ H 
Pm ~or ~ 

t~ l !B) (t) 
UlllllY CO ISS! Cl 11£ S 

..... ....•• ............ . ........... .. 

' ' (l.l ~l) (I, 153) (1.153) 

13, IC2 ll,IC2 IUH 
....... ....... ·······• · ·· ······•• · ·· 

11,9n s 11,989 ' 11,989 
............ ............ . ..... ...... .. . . .. .. . . . . . . . ............. . ...... ....... 

•,36~ • ,!cS •.m 
202 202 m 

(90) (90) ('iJ) 

28 4. Reflect taxes on proforaa labor 1ncrease. 0 0 

29 
30 TOTAL ADJUSTfttNT TO TAXES OThER THAN 1hCOrt£ S 
ll 
32 
l3 
34 
lS 
36 
37 
38 
39 
40 
Cl 
42 
H 

•• 
H 
46 
41 
cs 
49 
(/I 

. . .. . . . . .. . .. .. . . . . . . . . . . . 
c,07 S 

.... ... .. .. . . .. . . . . .. . . .. . 
c,cn 

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

I 

I 

I 
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~GINC I~N~ Ullllll£5, ' HC 
E XPl AH~llOH or 1 ( ~OJUSi [ lS 10 
S[w[R G~£R~ll G SIA1£f.£Hl hCS. 3·8 

AOJUST I:EIII 

I l11C011E TAXES 
2 ·····•····· · 
3 lo adjust test year tnco•e taxes . 

• 
5 
6 OPERATING REVENUES 
1 ••·••••·•·•••••·•• 
8 To reflect reco••ended increase (decrease) 
9 to allow a fatr rate of re~urn. 

10 
II ~ 

12 TAXES OtHE~ THAN IKC011E 
13 -----------------------
1< o reflect regulatory assess1ent 
15 fees on revenue change. 
16 
17 
18 INCOH£ IAX£S 
19 ---····-···· 
?0 To reflect incoae taxes o~ revenue 
21 change. 
22 
23 
2~ 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
4) 

4? 
43 
H 
45 
<6 
47 
48 
49 

~OC £1 HO e51503·•S 
SCnEOUlE H 
PA&E 6 or o 

( ~ ) (B) (C) 
UtilitY CO~ftiSSIOW Cll llEHS 

. . . . . .. . ... . . .. . . .... .. -...... .. ... ........ -... 

0 s 0 s 0 
..... .. ...... .............. . . ...... .. ... . .. .. .. .. .. .. .. .. . .. .. .. . .. . ... .. . .. . . . . ............ .. 

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

s s.m s 2,556 s 2,282 
.. .. . . .. .. .. . .. . . .. .. . .. .. .. . . . . .. . ......... .... . . . .. . . . . .. . .. . . .. ...... -.... ... .. . ... ...... .... .. 

35,104 s 0 s 0 
. ... "'............ .. .. .. .. .. .. .. . . .. . . .. ............. . .. . . . .. . . . .. . . .. .. .. .. .. . . . . . . .. .. .. .. .. .. . . .. . 
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POI~CIAJIA UTil iTIES, IHC ~CII! &1.'1.£ ~c ' I 
WATER OPERATION ' ftAINT£ AWCE EXPENSES OOCl£1 NO . 68JSO! t' 

~ 

T£51 ~r~R £KOEO 10/31/88 

(A) (3) (C I (0) (£) 

Ulll 1fT AOJUSTII[IHS 

ACC! BAlANCE 10 !HE tiOJUSl£0 PRO fCRr.A PRO fORII~ 

110 . ACCOUKT Tl TlE PER BOOlS lEST YEA~ lfST YEAR AOJUSIIIEMIS TEST YEAR 

····· ·················--·············· ........... ........... ········· ........... ..... .... .. 

I 601 SALARIES AND WAGES · EKPLOYEES 79,996 ' 0 s 79,996 0 l 79,99o 

2 60l SAlARIES AMO WAGES · 
J OffiCERS, DIRECTORS, £1C. 0 0 0 0 0 

• 604 £"PlOY££ PEHSIOKS A~D B£H£f!IS II,S16 0 II,S16 0 II ,576 

5 610 PURCHASED ~Al£R 0 0 0 0 0 

6 615 PURCHASED POW(R 32,461 ( 1,764) JO,t97 0 1o.m 
1 619 IIAJOR IIAIKT£HAHCE 1,662 (5,ml 2,203 0 1,705 

8 618 CHEIIICAtS 4121 (1110) J,So' 0 3,861 

9 620 IIATERIAlS AND SUPPLIES 15,301 0 IUOI 0 15,301 

10 631 COSIRACTUAL SERVICES · ENGINEERIKC 0 0 0 0 0 

II 632 COHIRACTUAl SERVICES · ACCOUNTING 1,786 0 1,786 0 I. 786 

12 633 CONTRACTUAL SERVICES · lEGAl 3,187 (1,199) I, 988 0 I, 988 

13 63• CONTRACTUAL SERVICES · 11&1 fEES ,838 0 9,838 0 9,638 

I• 635 CONTRACTUAL SERVICES · OTHER 29,409 0 29,C09 0 29,.09 

15 641 RENTAL Of BUilOINC/REAL PROPERTY 2,809 0 2,809 0 2,809 

I 16 642 RENTAl Of (OUIPK£HT 7,323 0 2,323 0 z.m 
17 650 TRAKSPORTAliON EXPENSES 27.232 0 27,2~? ? 21,m 

18 6S6 I SURA"CE · VEHICLE 2,617 ( 182) 2 . •9~ 0 2,«11~ 

19 657 IKSURAHCE · G£H£qAl liABILITY 9,357 (636) 8,721 0 s.m 
20 658 INSURANCE · WORKIIAN'S COKP£ SATIOH I,S09 ( IOl) 1.406 0 ),(06 

21 659 IHSU~AHC£ · OTHER PROPERlY l,IOO (211) 2,889 f) :.9~9 

22 660 AOVEOfiSING EXPEHSE 0 0 0 0 0 

23 666 REGULATORY CO~IIISSIOM EXPENSES • 
24 AKORTllATIOH Of RAT£ CAS£ EXPE SE 9,221 ( 189) 9,0l2 0 9,032 

25 667 REGUlATORY COKKISSIOH EXPEKS~S · OTKER m 0 m 0 !99 

26 670 BAD OEBT EXPENSE 4,320 0 c,l20 0 4,320 

27 675 IIISCEllAHEOUS EXPENSES ;7 ,017 0 37,017 0 3 ,017 

28 ............. . ............ ···--···· .............. ............. 

29 TOTAL s 295,301 s (10,003) s 285,2q8 ' 0 ' 28U~6 

30 
............ .. . ...... ....... .. ........ ... . .. .. . . .. .. . . . .. ... ... ... .. . .. . . . . .. .. .. . .. .. .. . . .. . .. . . .. ... .. . .. . .......... .... .. ..... ...... ... 

I 
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I POI~tiANA UTillfi[S, I C SCH[tlut£ 110. S 
5£W£P OPERAtiON ' "AI it~A C£ £XP( SES OOCl£ t o. se:sc,~· ·S 

IES YEAR ENDED 10/li/SB 

(Q) (B) (C) (D) (£) 

Urtll T ~DJUSlr.£1iiS 

ACCI aAL~ cr 10 II![ ADJI.IS £0 fRO r,cr~ P~O r:>•A 

NO. ACCOUNT titlE P£11 eoo~s l£St T[~R IESI TEAR ADJUST E IS IESl 'H~II 

..... .................................. .. ...... .... . . .. ....... .. ·· ······· ...... ••.. . . . ...... .... 
I 701 SALARIES A~D WAGES · E"PLOYEES s IOUOJ 0 s 109,SOl 0 s 109. SOl 
2 70l SALARIES ~NO WAGES -
' OffiCERS, OIRECIORS, ETC. 0 0 0 l 0 
J 

l 10t EnPlO~£( PENSIONS ~~0 8EhEfiiS 16,103 0 16,101 0 16,101 

~ 710 PURCHASED S£WACE IRE~trEHt 0 0 0 0 0 

6 711 SLUDGE REnOYAL EXPENSE 0 0 0 0 0 

7 715 PURCHASED PO~ER 68,568 21 68Y9 0 tS, SS9 

8 719 "AJOR nAINIENAHCE Sl, 508 (19,687) 0,621 0 0,821 
9 718 CHEMICALS J,m (leO) 2,S9l 0 U9l 

10 720 ~tERIAlS AND SUPPliES 5,HI 0 5,141 0 5,7-l 

II 7ll CONTRACtUAl SERVICES - EKGIHEERIN' 0 0 0 0 0 

12 712 COHIRACTUAl SERVICES - ACCOU liNG ~. 485 0 2 .<es 0 2,485 

ll 7ll CO"lRACIUAl SERVICES - lEGAl 4,292 ( 1,«80) 2,SIZ 0 2,8!2 

I 
14 7lt CONTRACTUAL SERVICES · n&t fEES ll, 762 0 11,762 c 11,762 
IS 7lS CONIRACIUAl SERVICES - OTHER !8,120 0 38,120 0 !8,1:0 
16 741 RENTAl OF BUilDING/REAl PROPERTY 1,619 0 1,6!9 0 l,61q 

17 742 RENTAl or EOUIP~ENT 1,006 0 1,006 0 1,006 
18 750 TRANSPORTATION EXPENSES 36,90C 0 36,904 0 36,90( 

19 756 INSURANCE · VEHICLE l,HI (254) 3,•87 0 3 ,~87 

20 757 INSURANCE · GENERAl liAEILITT 13,020 (885) l2,1l5 0 12.m 
21 758 INSURANCE - WORKnAN 'S CO~PEHSATIOH 2,188 ( 149) 2,039 0 2,039 

22 759 INSURANCE · OTHER PROPERTY 4,326 (294) 4,032 0 4 ,0!2 

2l 760 ADVERTISING EXPENSE 0 0 0 0 0 
24 766 REGULATORY CO"HISSIO EXPENSES · 
25 Ar.ORTilAT IOK Of RATE CAS£ EXPENSE 9,221 ( 189) 9,032 0 9,032 

26 767 REGUlATORY CO""ISSIO EXPENSES · OTHER S2l 0 m 0 m 
27 770 BAD DEBT EXP£KS£ 6,383 0 o.3el 0 6,!23 

28 775 ftiSC£llANEOUS EXPENSES 85,518 (6,052) 79,«66 0 79, •116 

29 .............. . .. ............. ······--· ............ .. .............. 

30 101Al OPERATION AND MAINTEHANC£ s 511 ,764 s (c9,l09) s 462,4SS s 0 s 462. •55 
31 . . . . . .. . .. .. . . .. . ... . .. . . . . . . . . . . . .. ............... . ... ...... .. .. . . .. ... . . ... .......... . . ... . .. . .. . . ... ....... . ............. 

I 
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POINCI~ A Ullllt !ES, INC SCI!£ Nil£ 110 t. I 
lliXES OIHER HAN I COnE - ~~t(R DOC £ ~~ eSIS03· ioS 

lESt YE~R £~0£0 10/31/68 

(A) (8) ( ~) (Ol ([) 
UlllllY AOJUSI Eh IS 

B4lf<HCE TO tHE ~OJUStEO P~O fOPI'A PRO fOR A 

OESCRIPT ION PER BOO S TESI YEAR WI YEAF :lOJUSinEkiS T£Si H~li; 

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

I PROP£P.IY TAXES ' 22,038 ' 2 .m 24,170 24,170 

2 REAL ESTAIE fAXES 0 0 0 

l PAYROLL TAXES 6,l81 6,381 6,181 

4 REGULATORY ASSESSnE T f££5 6,98S 108 7.093 1,750 8,30 

s OTHER 0 0 0 

6 
.......... .. ............ .. . . ........ .. .. ........... .......... 

7 TOIAL l 3S,40C l 2,140 s l7,6H s 1,2SO s Js,sqc 

8 
. .. . .. .. .. .. .. .. ........... . .. . .. .. .. .. ... . . . . . .. . ... . . ............ .. 
........... ..••...... . . . . . .. . .. ...... ...... . . .. ....... . 

POIHCIA A UTILITIES, INC SCK£0ut.( 0 1 

TAXES OTHER !HAM I COft[ - SE ER OOCt£1 HO. SSISOl-~S 

TEST YEAR £HOEO 10/31/88 

(A) (8) (C) (D) (E) 

UTILIIY ADJUSIII£ IS I 8ALPNC£ TO IH£ ADJUSTED PRO fORIIA PRO fORIIA 

DESCRIPTION PER BOO~S lEST T£1iR TESI YEiiR AO'UWIE s l£SI YEAP 

········· ·····················-·· . ....... .......... ......... .. ....... .. ............. . .. ......... ... ... .... ... ......... 

I PROPERTY IAX£5 s S0,670 •.m sc, 9(S s Sc,9(S 

2 REAL £SlAtE !AXES 0 0 0 

3 PAYROll •AXES 8, 416 e.m 8, 4!6 

REGULATORY ASSESS"ENI fEES 9,911 202 10,119 2.m 12,61S 

s OIHER 0 0 0 

6 ... .. ............ .................. . . ..... ........ ................. .............. 

7 TOTAL s 69,00l s ( ,OJ s 73,480 s 2,5S6 s 76,036 

8 
. . . . .. . .. . ......... .. ............ ....... ... .. ........... .. 
....... .... . . . . .. . . .. . ............. . . . . . .... .. . . . . ......... 

I 
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SCHEDULE OF RATES 

WATER ---
RESIDENTIAL & GENERAL SERVICE 

UTILITY UTILITY 
METER PRESENT PROPOSED 
SIZE RATES RATES 

5/8" X 3/4" $ 4.38 $ 6.19 
3/4" 6.58 9.28 

1" 10.97 15.47 
1 - 1/2" 21.91 30.95 

2 " 35.07 49.52 
3" 70.14 92.85 
4" 109 . 59 154.75 
6" 219.17 309.50 
8" 350.68 495 . 20 

Gallonage Charge 
Pe r 1,000 Gallo ns $ . 81 $ 1. 09 

PRI VATE FIRE PROTECTION 

UTILITY UTIL ITY 
LINE PRES~NT PROPOSI:.D 
SIZE RATES RATES 

1" $ 3.66 $ 9.58 
1-1/2" 7. 30 15.34 

2" 11.69 30.67 
3" 23 . 38 47.94 
4" 36.54 95.8 5 
6" 73.0 6 153 . 37 
8" 116 . 90 220.47 

... o .. 168.04 ------
12" 314.15 412.1 6 

SCHEDULE NO. 8 

COMMISSION 
APPROVED 

RATES 

$ 5.01 
7.53 

12.55 
25.07 
40. 12 
80.24 

125.3 7 
250.73 
401.18 

$ 1. 00 

COMt.USSION 
APPROV·. D 

RATES 

$ 4.18 
8 . 36 

13. 37 
26.75 
41.79 
83.58 

133.73 
19 2.08 
359. 10 
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SCHEDULE OF RATES 

SEWER 

RESIDENTIAL 

UTILITY UTILITY 
METER PRESENT PROPOSED 
SIZE RATES RATES 

ALL SIZES $ 16.16 $ 23.32 
(FLAT RATE) 

GENERAL SERVICE 

UTILITY UTILITY 
METER PRESENT PROPOSED 
SIZE RATES .JiATES 

518" X 3/4" $ 10.30 $ 14.88 
1" 25 .79 37.27 

l-1/2" 51.57 74. 52 
2 " 82 . 51 119.23 
3 " 165.01 238. 44 
4" 257 84 372 .4 9 
6" 515.66 744 . 95 
8" 825.06 1191.93 

10" 1186.03 1713.41 

Gallonage Charge 
Per 1,000 Gallons $ l. 40 $ 2.02 

I 
SCHEDULE NO. 9 

COMMISSION 
APPROVED 

RATES 

$ 20.70 

COMMISSfON 
APPROVED 

RATES I $ 13.19 
33.04 
66 . 06 

105 . 70 
211.38 
330. 79 
660. 56 

1056.90 
151'1.30 

$ l. 79 

I 
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;:,;-, £~ '·:' o~t)vJ- .:s 

c•:J~: :;: ~ . l G.)J 

D£SCRJPTJ(J:I 

W ter <Per Lot> 

Se~o.·er <Per Lot> 

scm l'~•l r or 

UT l Lll Y 
PR(S(~.T 

CH!.RGE 

s 3.G7 

s 9.61 

SCH(OUL[ llO . 10 

~~ 1 rn tr:.\::cr rHs 

UTI Ll H SlMf 

PRorosco R({ ~: ~~ :·~·~ 0 

CH: 1G( c .. r.r.G~ ----·-
s 5 . 19 s 5. &6 

s 9.70 s 10. ~4 

NOH (} ): Charges are app li cabl e to vacant lots within t he ser,\ce area 

where service \ s available. 

NOTE <2 >: For a deta iled calculation of the ma l nten~nc e charg s. see 

Schc:1ule No. 16. 

483 
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