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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re : Investigation of Rates 
of Indiantown Company, Inc. in 
Martin County for Possible 
Overearnings 

DOCKET NO. 960011-WS 
ORDER NO . PSC-96-0169-FOF-WS 
ISSUED: FEBRUARY 6 , 1996 

The following Commissioners participated in the disposition of 
this matter: 

SUSAN F . CLARK, Chairman 
J. TERRY DEASON 

JOE GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

ORDER INITIATING INYESTIGATION INIQ RAIES AND CHARGES, 
SUBJECTING REVENUES TO REFUND I 

AND REQUIRING SECQRITY 

BY THE COMMISSION : .. 
BACKGROUND 

Indiantown Co. Inc. (Indiantown or utility) is a Class B 
utility providing water and wastewater service for approximately 
1,677 water and 1,585 wastewater customers in Martin County. The 
utility's systems are located in the St . Johns River Water 
Management District Water Conservation Area , which is a designated 
critical water use area . For the test year ended December 31, 
1994, the utility reported water operating revenues of $449,029 and 
a net operating income of $82, 218. For the same year, the 
utility's wastewater operating revenues were $502,022 with a net 
operating income of $61,486 . 

We last set Indiantown's rates and charges in Order No . 11891, 
issued on April 27, 1983 , in Docket No. 810037- WS. In that order, 
we determined the utility's rate base and authorized an overall 
rate of return of 9.87% . In Order No . PSC-95-1328-FOF-WS, issued 
on November 1, 1995, in Docket No. 950371-WS, we re-established the 
utility's return on equity at 10.43%. The utility was granted 
index increases in 1986, 1987, 1988, 1989, 1993 and 1994, and a 
pass-through increase in 1991 . 
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INITIATION OF INYESTIGATION INTO RATES AND CHARGES 

Based on a desk audit of the utility's 1994 annual report, our 

staff began an informal investigation into potential overearnings. 

The 1994 annual report indicated that Indiantown's water system was 

earning an achieved overall rate of return of 67.27%. Our staff 

thereupon conducted an audit of the utility's books for the test 
year ended December 31, 1994. That audit suggests that the utility 

is earning an overall rate of return of 111.91% for the water 

system. Accordingly, we find it appropriate that this docket be 

opened to investigate the possibility of overearnings. 

Furthermore, we find it appropriate to re-establish the utility's 
water and wastewater rate bases. 

REVENUES SUBJECT TO REFUND 

We have attached accounting schedules to illustrate the 

interim water and wastewater rate bases, Schedules 1-A and 1-B; 
capital structure, Schedule 2; and statements of water and 

wastewater test year operations, Schedules 3-A and 3-B . We have 
not attached schedules explaining adjustments as they are either 
per audit, self-explanatory or described below . These schedules 
reflect the test year average balances per audit, as well as 
specific audit adjustments. There was no filing on the part of the 

utility and, therefore, the amounts per audit do not reflect t~e 

utility's position. These balances do not include any utility 
calculations for working capital or the overall cost of capital . 

RATE BASE 

Our calculation of the appropriate rate base for the purpose 

of this proceeding is depicted on Schedule No. 1, and our 
adjustments are itemized on Schedule No. 1-A. Those adjustments 

which are self-explanatory or which are essentially mechanical in 

nature are reflected on those schedules without further discussion 
in the body of this Order . The major adjustments are discussed 
below . 

Working Capital 

Section 367 . 082(5) (b)l, Florida Statutes requires that, in 
calculating interim rates, adjustments be made consistent with 
those in the utility's last rate proceeding. Consistent with the 
treatment allowed in Indiantown's last rate proceeding, we find 
that the working capital balances are $44,349 for water and $44,349 
for wastewater using the balance sheet method. 
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We find that rate base for interim purposes is $93,219 for 
water and $766,838 for wastewater. 

COST OF CAPITAL 

Our calculation of the appropriate cost of capital , including 
our adjustments, is depicted on Schedule No . 2". Those adjustments 
which are self-explanatory or which are essentially mechanical in 
nature are reflected on that schedule without further discussion in 
the body of t his Order . The major a.~~ustments are discussed below . 

As noted above , in Order No . PSC-95-1328-FOF-WS , Indiantown's 
return on equity was established at 10 . 43\ , with a range of 9.43\ 
to 11.43\ . Consistent with Section 367.082(2) (b), Florida 
Statutes , the appropriate rate of return on equity for .·interim 
refund purposes was calculated using the maximum of the range of 
the last authorized rate of return on equity . We have established 
an overall rate of return of 9.61\ for interim purposes . 

NET OPERATING INCOME 

Our calculation of net operating income is depicted on 
Schedule No . 3, a nd our adjustments are itemized on Schedules Nos. 
3-A and 3-B . Those adjustments which are self-explanatory or which 
are essentially mechanical in nature are reflected on those 
schedules without further discussion in the body of this Order . 
The major adjustments are discussed below . 

We have adjusted the audit test year balances to properly 
allocate test year income tax expense . Accordingly, we have 
increased income tax expense by $6,334 for water and decreased it 
by $6,340 for wastewater . 

REVENUE REQUIREMENT 

Water operating revenues are $455,366. This amounts to an 
89 . 39\ overall rate of return . We have determined a revehue 
requirement of $328,587 for the interim test year, a decrease of 
$126 , 779 . Thus, we find it appropriate that $126,779, or 27 .84\ , 
of test year water revenues shall be held subject to refund pending 
our final determination of the utility's water revenue requirement , 
pursuant to Section 367 . 082(2) (b), Florida Statutes. The 
wastewater system is earning an overall rate of return of 6 .40\, 
which is less than the minimum of the range of authorized overall 
rates of return . 
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SECQRITY 

Pursuant to Section 367.082, Florida Statutes, when revenues 
are held subject to refund, the utility is authorized to continue 
collecting the previously authorized rates. We have determined the 
amount of potential overearnings for the water system to be 
$126,779 on an annual basis. On May 13, 1994, the utility 
implemented a price index annualized of $8, 713 for the water 
system. Section 367.081(4) (d) Florida Statutes, provides that an 
index is subject to refund for up to fifteen months after the date 
of filing of the annual report for the year the index was 
implemented . The utility filed its 1994 annual report on May 9, 
1995. Since the index is already subject to refund, the utility 
shall be required to collect only $118,066 in annual revenues 
subject to refund with interest. Based on a nine-month period to 
determine the utility's final water revenue requirement, we find 
that the potential refund amounts are $92,428. 

The Division of Auditing and Financial Analysis has advised 
that a corporate undertaking signed by an appropriate 
representative of the utility will be sufficient to protect the 
potential refunds. Therefore, the utility shall provide a 
corporate undertaking in the amount of $92,428 as a guarantee of 
any potential refund of water revenues collected under interim 
conditions. 

Also, by no later than the twentieth day of each month, the 
utility shall file a report showing the amount of revenues 
collected each month and the amount of revenues collected to date 
relating to the amount subject to refund. Should a refund be 
required, the refund shall be with interest and undertaken in 
accordance with Rule 25-30.360, Florida Administrative Code. 

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

Based on the foregoing, it is, therefore, 

ORDERED by the Florida Public Service Commission that an 
investigation of the water rates and charges of Indiantown Company, 
Inc., shall be initiated. It is further 

ORDERED that all matters contained in the schedules attached 
hereto are by reference incorporated herein. It is further 
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ORDERED that Indiantown Company, Inc., shall collect water 
service revenues of $118,066 on an annual basis subject to refund 
with interest in accordance with Rule 25-30.360, Florida 
Administrative Code, to the extent set forth in the body of this 
Order . It is further 

ORDERED that Indiantown Company , Inc . , shall provide the 
Commission with a corporate undertaking in the amount of $92,428 as 
a guarantee of any potential refund of water revenues collected 
under interim conditions. It is further 

ORDERED that by no later than the twentieth day of each month , 
Indiantown Company, Inc., shall file a report with the Commission 
showing the amount of revenues collected each month and the amount 
of revenues collected to date relating to the amount subject to 
refund. It is further 

ORDERED that this docket shall remain open. 

By ORDER of the Florida Public Service Commission, this ~ 
day o f February, ~. 

BLANCA S. BAY6, Directo 
Division of Records and Reporting 

(SEAL) 

CJP 
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NOTICE OF FURTHER PROCEEDINGS OR JQDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120 . 57 or 120 . 68, Florida Statutes, as 
well as the procedures and t~me limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

Any party adversely affected by this order, which is 
preliminary, procedural or intermediate in nature, may request: (1) 
reconsideration within 10 days pursuant to Rule 25-22.038 (2), 
Florida Administrative Code, if issued by a Prehearing Officer; (2) 
reconsideration within 15 days pursuant to Rule 25-22 . 060, Florida 
Administrative Code, if issued by the Commission; or (3) judicial 
review by the Florida Supreme Court, in the case of an electric, 
gas or telephone utility, or the First District Court of Appeal , in 
the case of a water or wastewater utility . A motion for 
reconsideration shall be filed with the Director, Pi vision of 
Records and Reporting, in the form prescribed by Rule 25-22.060, 
Florida Administrative Code. Judicial review of a preliminary, 
procedural or intermediate ruling or order is available if review 
of the final action will not provide an adequate remedy. Such 
review may be requested from the appropriate court, as described 
above, pursuant to Rule 9 . 100, Florida Rules of Appellate 
Procedure . 
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DfDIANTOWN CO .. PAJfY, DfC. 
ICIIEDVLE OP WATBa aATB a.ue 
T8ST YEAa ElfDED 12/JIIN 

ftiTYEAII 
PER AUDIT 

COIIftDNENT AUDIT ADJUIYIIIUITI 

t UTILITY PLANT IN SERVICE • U31.1541 31.102. 

2 LAND & LAND RIGHTS ..... 0 

3 NON-UIED & USEFUl COMPONENTS 0 0 

4 ACCUMULATED DEPRECIATION (103.111) 0 

SCIAC (554.414) (47, 114) 

I AMORTIZATION OF CIAC 154,212 0 .. 
7 ACQUISITION ADJUSTMENTS - NET 0 0 

I ADVANCES FOR CONSTRUCTION (171,000) 0 

I UNFUNDED POST-RETIRE. IENEFITS 0 0 

tO DEFERRED TAXES 0 0 

t t WOAIONQ CAPITAL ALLOWANCE 0 3t,H5 
•. 

12 OTHER 0 0 

----------· ----------RATEIAaE • M .4121 ti.M31 ........... ........... 

ICBBDVLE NO. 1-A 
DOCDT lfO. MOO II -ws 

IALANOE COIIIIII. AD.I 
PER COIItlltllltON AVERAGE 

AUDIT AINUITIIIOTI IALANCE 

U70,4MI 01 t ,370.45t 

..... 0 . .... 
0 0 0 

(703.1111) 0 (703.HII) 

(toUNI 0 (101.5111) 

154.212 0 154.2 12 

0 0 0 

(171,000) 0 (175.000) 

0 0 0 

0 0 0 

3UIS t3.ot4 44.3411 

0 0 0 

----------· ----------· ----------to,tHI t3,ot41 13.211 ........... ........... ....•..... 
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DfDIAtfTOWN COMPANY. INC. 
SCHEDULB OP WASTBWATI!A AATI! a.UB 
1'ESI' TZAa ENDED 13111Jt4 

fteTYEAII 
PIEJI MDIT 

COIIPC*hT AUDIT ADN8111EIIT8 

1 UTllnY PLANT IN SERVICE • 1.41UMI (17,131)1 

I LAND au 0 

I HON-UIED a USEFUL COMPONENTS 0 0 

4 ACCUMULATfD DEPRECIATION (17U17) 0 

5 CIAC (IIU05) 47,402 

I AMORTIZATION OF CIAC IJ2.471 0 

7 ACQUISITION AO.IUITMENTa - NET 0 0 

I AD\IAHCES FOR CONSn.UCTION (111,000) 0 

t UNFUNDED POST-RETIAE. 8ENEFITI 0 0 

10 DEFERRED TAXES 0 0 

11 WOAIONG C~ITAL ALLOWANCE 0 Jl,l24 

12 OTHER 0 0 

--------·-· --·------·--· 
IIATE8A8E • 703,011 • IUHI 

.......... , •••••••••• J 

ICHBDVLZ NO. t-a 
DOCUT NO. MIOII-WI 

~CIE OOIIII.ADJ. 
PIEJI COIIII .. IIOM AYIEJIAGE 

MIDIT ADai81111EMT8 ~CE 

a .4n.ue • 01 1.4H.4S5 

Jl:t 0 . )l:t 

0 0 0 
; 

(17U17) 0 (174.317) 

(14UO:t) 0 (141.503) 

IJ2.471 0 112.471 

0 0 0 

(111.000) 0 (111,000) 

0 0 0 

0 0 0 

11.124 1.4H 44,341 

0 0 0 

----------· ----------· ----------· 711,413. 1.4251 7M.13t 

........... ··········~ ··········~ 



DIDIAin'OWM COIIPAIIY, llfC. 
CAPITAL srRUcnJU 
'I1!ST TBAR MDeD IJIJIIM 

CAPifAL 
SPECIFIC RE«JJeCUD 

TOTAL MMJSTIEMIS PROMTA TO RATE 

.... liON CAPITAL (EJCPlAINt ADJUSTIIEMIS MSE 

PER UTanT , .. 

' LONCJlEMI oar I 01 OS 01 0 

Z 8HOAT-TEMI DEIT 0 0 0 0 

a flti&B4& STOCK 0 0 0 0 

4 OOfDION EaurrY 0 0 0 0 

I QJSTOMER DEPOII18 0 0 0 0 

I DEfEN&INCOME TAXIII 0 0 0 0 

7 DEFEf•& rrc'S-W'fD COST 0 0 0 0 

I ADAJS1IIIBIT FOR OAS 9 9 0 9 

e TOrAL CNWAL. I Ill Ill Ill II 

PER COIBDIIIC* , .. 

to LONCJlEMI DE'IT I 307,GI OS cm.mtt 3t~ 

t t 8HORf-TEMI DEBT 0 0 0 0 

12 fi'N:FSZ & STOCK 1,233,500 0 (1,107,713t 121,717 

11 CICMION EQUfTT I,M7~ 0 (5,3C1,M5t 101,112 

1C aJSTOIER DEP08IYI C1,173 0 0 C1,173 

15 DEFEAfiD INCOME TAXa 55,17!5 0 0 55,17!5 

11 DEFEN tm rrc'S-Wft) COST 0 0 0 0 

110THEA 9 9 g g 

17 TOrM. CAPffAL I .,. .. Ill 1.725mt --
RANGE OF AEASONUl.ENESS 

AE1\JAN ON EQUITY 

OV£AALL RATE OF REl\JRN 

SOfBDULI! NO. Z 
DOCKP.T NO. Mlell-WS 

coaT WEIGHTED 
MT10 RATE COST 

0.~ 0.~ 0--
0.~ 0.~ 0.~ 

0.~ 0.~ 0.~ 

0.~ 0.~ o .. 
0.~ 0.~ 0.~ 

0.~ 0.~ 0.~ 

0.~ 0.~ 0.~ 

0.~ 0.~ ~ 
0.~ 

UD URI 

3.14. t0.7C" o.-.. 
0.~ 0.~ 0.~ 

1c.~ 

··~ 
~ 

70 .... 11 .~ .... 
c.es• 

··~ 
o.a.. 

··~ 
0.~ 0.~ 

0.~ 0.~ 0.~ 

0.~ 0.~ 0.~ 

lJIRJID t.l12i 

loW ._H 

l.m u.m 
l~ f...6JS 

\O'tJ 
0\(/) 
O() 
0 I 

1-1\0 
1-10\ 

I I 

~0 
(/)f-1 

0\ 
\0 

I 

~ 
'"IJ 

I 

~ 
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IWDIAin"'WR COMPAJn', INC. 
STA'I1!MI!IfT OF WATI!It OPI!IlAn~NS 
'I1!ST TBAA meoeo llqii'N ~ 

·' 

TESTftM 
PER .... ..... .,.. MIDif AINUSliiBI'IS 

t OIIIM11NO MWNJES I ... C11211 1,3311 
------- ------------

OIIIM11NO EXJB II ES: 

I OPEMTIDNMDIMin'EIWCE I 251.-1 p. .. 

a Wl&tATI)N 311.122 tt,5t0 

4 AMORnlATI)N (t5.112t Ct. tat 

I TAXESOnat nwt INCOME 45,3ID 0 

• INCOME TAlES 45,taD 0 
----- ------------

710TALOPEM11NOOf B JISEI. I ..... , I (t,ttt)l 
----- ---------

aOPEM11NO INCOME I IU'III 7 ... 1 ___ ..._ _____ 

----------
tMTEIASE I 14,482 I ···--------

MTEOFAENM t2'7.5t" 

----------

SCHEDULE NO. 3-A 
DOCitlrr NO. ,_11-WS 

IIMNCE CO.... AD.L 
PER CO.ISSION AVERAGE AEVEMIE IEWEMIE 

MIDif ADAJIS111Eiml IIALANCE INCREASE llll!aU IRIIIEJIT 

..-.I 01 ~.31181 (121,77191 321,Y7 

---------- ----------- ------------ -------- -------------2'7.&ft 

21D,CMOI Ol 250,CMOI I 2!ID,MJ 

• • 132 0 49,132 .,132 

~.mt 0 ~.175) ~.17'!1t 

4$,303 0 45,303 CS.M!It ·-45,100 1.334 5t,IM (41.~ 5.221 
---------- ------------- ---------- ------ ---------

315,1001 1.3341 312.0MI CSZ.«<III Stt,CM 
- ----·--- - ----------- -------- -------- ------

• •• I fi.3MII 83.3321 (74.37011 .. ., 
------------ ---------- ---------- ------···- -----·--··· 

•• 125 • a.21t I lll,ttt ......... _ ... --·-------- --·-·····--
nut" ..... ··"" 

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

' 

\0~ 
0'1{/) 
O() 
0 1 
.... \0 
.... 0'1 
I I 

~0 
{/) .... 

0'1 
\0 
I 

~ 
0 
~ 
I 

~ 
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llfDIAift'OWM CIOMPAJIT, •c. SCHEDULB MO. J-a 
STA11!MI!IfT eM' WASTI!WATI!It. OPI!IlA'nONS DOCilET MO. MIIII-WS 

tll~tll 
til~ 

~~ 
~ ~ 
~0 
0· . 

TI!ST YP.Aili!IIDED 12/JIIN \0'0 
0'1(/) 
on 

tan YEAR UI.MICE COiial. ADJ 
PER MIDIT PEA COIIII__,. AYEAAOE REVENUE IEVEMIE 

DaC:WiiiM MIDif MMIS111Bn'8 MIDIT AD.aiSTIIBml IIAUNCE INCAE:ASE MQUR:IIENT 
.• .. 

01 
1-'\D 
~0'1 
I I 

~0 
(/)~ 

1 OPEM11NG AEVEJIJES s !5CI2,Crl2 s 4 •• 1S !101,7031 OS 506.7031 OS 501,703 
· m 

\0 . ------·-- ---------- ---·------- ---------- --·------- ----·--·-- ---------
OPEM11NG mat liES 0.~ . '%J 

0 

2 OPEMT1DN N!IDIIMITBWCE s 312.BS (1,487)1 3tt .•l OS 3tt,31121 I 3tt,3112 

3 DEPNDAmN 12,321 •• Soli 101.117 0 101.117 101,117 

'%J 
I 

~ 
4 AIIOATilAmN (IU13t .C21,011t f43,131) 0 f43,131) (G,IIS1) 

5 TAXESOntER TtWt INCOME 54 ... 4lllt 53.701 0 53.701 0 53,101 

• INCOME TAXES 3S,IOO 0 33,900 ti.:MJ) 27,510 0 27,510 
----- ------- ---·----·- -·--·-·---- ---·----·-- ----·-·--- -----·--·-

710TM.ONMT1NO EJCPEN!IO s .eo.-s 23.3131 413.11211 11.34011 457.5811 OS 457,581 
----·- ---·----·--- -------- --------- ---·----- --·------·- ----·-----. 

e OPEMT1NO lNCOIIE s ..... s (11.71- 42,7741 1,3401 e,tt41 OS e ,tt4 ---------- ·--------- --········ --------- ---------- ---------- -----------
tMtEBASE s 101.011 I 781,413 I 788.131 I 788,131 ---------- ---------- ··-·-····· ........... 

MtEOF AEniAN .. ,.. 5.~ 

··~ ··~ ---------· ---------- -~------ -------·-·· 
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