
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Application for Approval ) DOCKET NO. 950933-WS 
of Allowance tor Funds Prudently ) ORDER NO. PSC-96 - 1082-FOF-WS 
Invested (AFPI) by Southlake ) ISSUED: August 22, 1996 
Utilities, Inc. in Lake County. ) ___________________________________________________ ) 

The following Commissioners participated in the disposition o f 
this matter: 

SUSAN F. CLARK, Chairman 
J . TERRY DEASON 

JOE GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

ORDER DENYING SOUTHLAKE UTILITIES, INC.'S PROPOSED AFPI TARIFF 
Arm 

NOTICE OF PROPOSED AGENCY ACTION 
CANCELLING EXISTING AFPI TARIFF. 

DENYING WAIVER OF RULE 25 - 30.434(4), FLORIDA ADMINISTRATIVE CODE , 
AND REQUIRING REFUND OF PREVIOUSLY COLLECTED AFPI CHARGEJ 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Ser v ice 
Commission that the action discussed herein, except for our denial 
of Southlake Ut ilities, Inc.'s proposed tariff, is preliminary in 
nature and will become final unless a person whose interests are 
substantially affected files a petition for a formal proceeding, 
pursuant to Rule 25-22.029, Florida Administrative Code. 

Background 

Southlake Utilities , Inc. (Southlake or utility) is a Class C 
utility providing service to approximately 33 water and wastewate r 
cus tomers (434 units) in Lake County. According to the utility's 
1994 annual report, the water system had actual operating revenues 
o f $15,678 and a net operating loss of $54,277. The wastewater 
system had actual operating revenues of $17,369 and a net operating 
loss of $68,250. The utility is not located in a water use caution 
area designated by the Southwest Florida Water Management District. 

On January 2, 1991, we issued Order No. 23947, granting 
Southlake Utilities, Inc. Certificates Nos. 533 -w and 464 -s in 
Docket No . 900738-WS. In that same docket we issued Order No . 
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24564 , on May 21, 1991, establishing the current customer rates of 
the utility, i ncluding Allowance for Funds Prudently Invested 
(AFPI ) charges. Consistent wi th Commission practice, Couthlake's 
original rates and charges were based upon estimated rates at 80~ 
of build-out and a plant completion date of July 1, 1991. 

On August 8, 1995, the utility filed an Application for 
Approval of AFPI charges. The utility filed this application to 
obtain approval of a change in the starting date of the AFPI 
charges and to adjust the specified AFPI amounts to reflect actual 
cons truction costs. In its application, the utility used the water 
and wastewater treatment plant balances as of December 31, 1994 as 
the test year for its calculation. 

The utility requested a waiver of Rule 25-30.434(4), Florida 
Administrative Code, which requires the effective date of the 
charge to be the month following the end of the t e st year. The 
utility requested that the charges be effective as of January 1, 
1993, instead of January 1, 1995. In addition, the utility agreed 
to collect its currently tariffed AFPI charges subject to refund ~ f 
any amounts exceeding the charges approved in this docket. A 
proposed tariff sheet reflecting the new charges was also filed . 

As an oversight, the utility's proposed tariff was never 
suspe nded. However, the utility never implemented the propo sed 
tariff . 

Southlake's Request for Waiver of 
Rule 25 - 30.434 (4), Flo rida Administrative Code 

Rule 25-30 .434 (4 ) , Florida Administrative Code provides that : 

The beginning date for accruing the AFPI 
charge shall agree with the month following 
the end of the test year that was used to 
establish the amount of non-used and useful 
plant. If any connections have been made 
between the beginning date and the effective 
date of the charge , no AFPI will be coll ected 
from those connections. 

As stated earlier, the utility used a test year ending 
December 31, 1994 for purposes of this a pplication. According to 
Rule 25 -30 . 434(4), Florida Administrative Code, the u tility's 
collection of AFPI should commence January, 1995. However, 
Southlake has collected AFPI charges prior to 1994, the date o f 
plant completion. The utility requested that the Commission waive 
Rule 25 -30. 434(4) , Florida Administrative Code, so tha t the 
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effective date is January 1, 1993. The utility's basis for the 
waiver was that the utility, at the request of the Commission 
Staff, agr eed to collect its currently tariffed AFPI charges 
subject to refund of any amounts exceeding t he charges approved in 
this docket. . . ... 

We find that compliance with Rule 25-30.434, Florida 
Administrative Code, is mandatory. The rules regarding AFPI are 
very specific on the p rocedure for implementation . Rule 
25-30.434 (1), Florida Administrative Code, states: 

An Allowance for Funds Prudently Invested 
(AFPI) charge is a mechanism which allows a 
utility the opportunity to earn a fair rate of 
return on prudently constructed plant held for 
future u se from the future customers t o be 
served by that plant in the form of a charge 
paid by those customers . 

.. Deviation from this rule would be contrary to Section 
12 0 .68( 1 2) (b), Florida Statutes, which states that "The court shall 
rema nd t h e cas e to the agency if it finds the agency's exerc i se o f 
discret i on to be inconsistent with an agency rule ." 

According to the utility, the physical plant was not completed 
until 1994. Thus, a waiver of Rule 25-30.434(4), Florida 
Administrative Code, would effectively extinguish the purpose and 
methodology in collecting AFPI . Although Order No. 24564 allowed 
the utility to collect AFPI, the allowance was based upon 
representations by the utility of a plant completion date of July 
1991, not June 1994. 

Further, Rule 25-30.434, Florida Administrative Code, does no t 
contain a specific exemption from the provisions of the rule itself 
as does the r u le on service availability, for example. See Rule 
25-30.580(2), Florida Administrative Code, wherein a specific 
exemption is allowed for undue hardship . The utility does not cite 
to any legal authority for its request . We do recognize, however, 
that Rule 25-30.011(2), Florida Administrative Code, states: 

[i] n any case where compliance with any of 
these rules int roduces unusual hardship, or if 
unreasonable difficulty is involved in 
immediate compliance with any particular rule , 
application may be made to the Commission for 
modificat ion of the rule ... provided that the 
ut i lity s hall submit with such application a 
fu l l a nd comple te state me n t o f reas on thereof. 
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However, the utility has not demonstrated unreasonable 
difficulty or unusual hardship preventing compliance with the AFPI 
Rule. Accordingly, we deny the utility's request for waiver of 
Rule 25 -30.434 {4), Florida Administrative Code . This portion of 
our decision is issued as a proposed agency action and will become 
f i nal and effective if no timely protest is filed by a 
substantially affected person. See the Notice of Further 
Proceedings at the end of this Order . 

Cancellation of Existing AFPI Tariff 

The circumstances surrounding this application are very 
complex. Southlake's current AFPI charges, establishe d in Orde r 
No. 24 564, were based on estimated components. As previously 
stated, we approved the AFPI charges based on the representation 
t ha t the p l ant would be completed and start serving customers by 
July 1, 1991. When the construction o f the plant was not complete d 
by that date, the utility did not notify us of the delay. The 
utility did not begin provi ding full water and wastewat er servi ~e 

, until June of 1994 . The existing AFPI tariff has become 
i nappropriate because the charges accrued do not reflect the actual 
cos t incurred by the utility, along with the proper beginning date 
for accru i ng t he AFPI charge. 

The relationship between the utility and its r ela t e d pa r t y, 
South lake Corpmunity Foundation, Inc., further complicates this 
a pplication . Southlake Utilities, Inc . was founded to serve the 
8 , 000 uni t t own of Southlake. The first development within the new 
t o wn o f Sout hlake is Southlake Apartments, Phase 1A. There are two· 
customers in each apartment building. Each customer cons ists of 8 
to 9 apartment units. 

The utility agreed with Southlake Community Foundation, Inc ., 
to p re-collec t AFPI charges based on the carrying cost in June, 
1993 . The utility also agree d to collect these charge s i n 
installment payments when each section of the apartment c ommunity 
was occupied by residents. As a result of this agree ment, the 
So u t h l ake Community Foundation paid these charges in seven 
instal lme nt payme nts by May, 1994 . 

The utility's 1992 and 1993 annual reports s how balances of 
construction-work-in-progress of $571,929 and $ 948,6 93 , 
r esp ectively . The same annual reports also show a zero balance f o r 
utility plant - in - service for water and wastewater. The utility's 
1994 annual report indicates balances of utili t y plant-in - s e rvice 
of $247,784 for water and $941,412 for wastewater. The Sc he dule of 
Mon t hly Flows, attached to the u t ilit y's response to staf f's d a ta 
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reque st, indicates that the utility completed ita plant 
construction and started serving water and was tewater customers in 
June of 1994. 

The AFPI charge includes a rate of return , depreciation, 
prope rty taxes and regulatory assessment fees on this additional 
plant capacity. It is clear that Rule 25 - 30. 434(1) , Florida 
Administrative Code, only allows a utility to accrue AFPI on 
prudently c o nstructed non-used and useful plant. We conclude that 
c onstruction-work- in-progress does not qualify for AFPI as that 
p lan t is no t in s e rvice, and further, no depreciation can be taken 
o n con s tructi o n - work - in- progress. Because the plant constructio n 
was completed in 1994, a test ye ar of December 31, 1994 i s 
appropri ate for this filing. Although a test year e nding June , 
19 94 would be more appropriate, the utility did not provi de 
acco unt ing information as of that date. 

As mentioned earlier, Rule 25 - 30.434 (4 ), Flor;i. ':la 
Admini strative Code, states that the beginning date for accruing 
the AFPI charge shall agree with the month following the end of 

' test year that was used to establish the amount of non- used and 
useful plant. Therefore, the utility's beginni ng date for accruing 
the AFPI charge shall be January 1, 1995. We also find tha t 
adjus tments to the utility's calculation of carrying costs for the 
non-used and useful plant assets are required. Since Southlake's 
exist ing AFPI tariff requires the above modifications, its existing 
AFPI tariff is cancelled. This portion of our decisi on i s issued 
as a proposed agency action and will become final and effective if 
t here i s no t a timely protest by a substantially affec ted perso n . 
See the Notic e of Further Proc eedings at the end o f this Order. I f 
there is a timely protest, any revenues collec ted unde r the o ld 
tariff shall be collected subject to refund. 

Denial of Utility's Proposed AFPI Tariff 

The utility also filed an AFPI application to obtain approval 
of a change in the s tarting date of t he AFPI charges and to adjust 
the specified AFPI amounts to reflect actual construction costs. 
The utility used the water and wastewater treatment plant balances 
as of Decembe r 31, 1994 as the test year for i t s calculatio n . 
Southlake requested that the charges be effec t i ve o n January 1, 
1993 instead of January 1, 1995, because the vast maj ori t y o f t he 
ut i lity plant costs were incurred in January 1, 1993. Accordingly, 
the ut i l i ty requested a beginning date for the utility's proposed 
t ariff b ased o n 1 994 net no n - use d a nd useful plant a sset s moved two 
years t o January 1 , 1993. 
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Upon our review of the AFPI charges requested in the utility 's 
application, we have found several areas that are incorrect. 
Therefore, we deny the utility's AFPI tariff as filed . The utility 
shall file revised tariff sheets consistent with our decision 
herein . 

Non-used and useful percentages for the water and waste water 
trea tmen t plants should be recalculated. In calculating the amount 
of non-used and useful plant, the utility relied upon the original 
flow estimates per equivalent residential connections of 350 
gallons per day (gpd ) for wa ter and 300 gpd for wastewate r from our 
initial rate setting order. A better indicator is the actual flow 
data from the utility's recor ds. Calendar-year 1994 was a start-up 
yea~for active connections, with three months of no f lows and the 
remainder of the year with less than full occupancy. We have 
instead relied upon flow data for 1995, normalized bac k to the 19 94 
connections a t full occupancy. Actual flo ws are less than those 
projected in the initial rate setting order, and less than those in 
this docket filing. 

The predominance of the connections are mast er- metered 
apartments. Our calculations show each apartme nt using 200 gpd in 
water, and contributing 120 gpd of wastewater. Used and useful 
calculations are as follows: 

EQR WATER FOR WASTEWATER 

Plant Capacity 537,000 gpd 164,750 gpd 
Fire Flow - 120,000 gpd 
434 Apts. 86,800 gpd 52,080 gpd 
Service Statio n 875 gpd 

Remaining Capacity 329,000 gpd 112,670 spd 

Used and Use ful 3221000 g}2d 39% 112 1670 g}2d 32% 
537,000 gpd 164,750 gpd 

Non-used and Useful 61% 68% 

Based on the adjusted no n - used and useful percentages, we have 
recalculated the amount of qualifying assets and depreciatio n 
expenses associated with these assets for water and wastewater . 
The qua lifying assets are $115, 702 for water and $593, 595 for 
wastewate r . Depreciation expense is $4,516 f or water and $34,1 55 
f or waste water. 
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We have also included customer deposits of $9 ,900 i n the cost 
of capital calculat ion. The utility derives its cos t o f common 
equity of 11.88% by applying our leverage formula currently in 
effec t pursuant to Order No . PSC-95-0982- FOF- WS, issued on 
August 10 , 1995 in Docket No. 950006-WS. Therefore , no adjustment 
is necessary. Based upon the adjusted c omponents of c apital 
structure, the overall cost of capital shall be 8.42%. 

Our calculation provides an AFPI charge for a five year period 
beginning January, 1 995, and ending December, 1999. Af ter 
Dec ember, 1999 , the utili ty shall be entitled to collect the AFPI 
for the designated amount of equivalent residential connections , 
but the charge shall remain fixed at the December, 1 999 amount. 
When 940 and 375 equivalent residential connections for water and 
wastewat er, respectively, are collected, the AFPI charges shall 
cease . The utility s hall bear the additional cost of carrying the 
e x cess plant after that date. 

The calculation methodologies are attached to this ord~r in 
Schedule s Nos. 1 - 4 . The utility's proposed, and our calculated 

_. charges for water and wastewater are shown on Schedules No. 4 - A and 
4-B, respect ively. As stated above, the calculation is bas ed o n a 
five-year escalation period. 

If t he utility files revised tariff sheets wi thin thi rty days 
of the date of the Order which are consistent with our decision 
herein, the r evised tariff shall be approved administratively . If 
no protest t o our decision is timely filed, the new charges shal l 
become effective for connect i ons made on or after January 1, 1995. 
If the utility fails to file o r incorrectly files the tariff , t he n 
our staff shall file a subs equent recommendation to resolve these 
issues . If there is a protest , t he proposed tariff may be 
implemented, with all charges collected under i t he ld subj e c t to 
re f und pending the resolution of the protest . 

Refund o f Previously Col l ected AFPI Charges 

As discussed earlier, the utility implemented its appro ved 
AFPI charge prior to the c ompletion of the plant and prior to the 
date the plant was placed in service. Further, the utility failed 
to notify t his Commission that t he i n-service date would be 
postponed almost three years. As a result, the AFPI charge s 
collected prior to the in- service date were inappropriate and must 
b e refunded. As of December 31, 1994, the utility collected AFPI 
c harges of $294,775. Given the uniqueness of this utility's 
c u s t o mers ' ma ke - up, a de t e rmi natio n s hall be made as to which dat~ 
the custome r bec ame active . This date s hall be determi ne d by t he 
date meters were set and service was available f o r e a ch building, 
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whether or not the individual apartment units were occupied. Also 
as of this date, each customer shall be charged service rates that 
all active customers are required to pay. 

The utility shall refund all AFPI charges collected prior to 
January 1, 1995, under the existing tariff. For the AFPI charges 
collected after this date, the utility shall refund any amount 
exceeding the amount allowed in the new tariff approved by us. The 
utility shall provide a reconciliation for each customer since 
inception to see whether any refunds are required. The refunds 
shall be made with interest in accordance with Rule 25-30.360(4), 
Florida Administrative Code . The utility shall be required to 
submit the proper refund reports pursuant to Rule 25-30.360 (7), 
Florida Administrative Code . The utili t y shall treat any unclaimed 
refunds as CIAC pursuant to Rule 25 -3 0.360(8 ) , Florida 
Administrative Code. If the utility is unable to make the refunds 
or is only able to make partial refunds due t o its current 
financial situation, any unrefunded AFPI charges shall be 
designated as CIAC. This portion of our decision is issued as 
proposed agency a c tion and will become final and effective if .10 

; timely protest is filed by a substantially affected person. See 
the Notice o f Further Proceedings at the end of this Order . 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that 
Southlake Utilities, Inc.'s request for waiver of Rule 25-
30. 434 (4 ), Florida Administrative Code, is denied . I t i s further 

ORDERED that Southlake Utilities, Inc.'s exi sting tariff 
a uthorizing allowance for funds prudently invested is cancel led. 
It is further 

ORDERED that Southlake Utilities, Inc.'s proposed tariff for 
Allowance for Funds Prude ntly Invested charges is denied as set 
forth in the body of this Order. It is further 

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

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

ORDERED that the utility shall file revised tariff sheets 
reflecting our decisions herein within 30 days of the date of this 
Order. It is further 
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ORDERED that the revised tariff shall become eff.ective for 

connections made on or after January 1, 1995. The tariff shall be 

approved administratively after staff's verification that the 

tariffs are consistent with the Commission's decision. It is 
further .. ~ 

ORDERED that if a protest to our decision denying the proposed 

AFPI tariff is filed within 21 days of this Order, the proposed 

tariff may be implemented, with all charges collected under it held 

subject to refund pending the resolution of the protest. It is 
further 

ORDERED that all of the provisions of this Order, except for 
the denial of Southlake Utilities, Inc.'s proposed tariff for 

Allowance for Funds Prudently Invested, are issued as proposed 

agency action and shall become final, unless an appropriate 

petition in the form provided by Rule 25-22.036, Florida 
Administrative Code, t•s received by the Director of Records a :-.d 

Repo rting at her office at 2540 Shumard Oak Boulevard, Tallahassee, 
: Florida 32399-0850 , by the date set forth in the Notice of Further 
Proceedings below. In the event of such a protest the old AFPI 
tariff remains in effect and any revenues collected under it are 

held subject to refund. It is further 

ORDERED that if a substantially affected person does not file 
a timely protest, in accordance with the requirements set forth 

below, in the Notice of Further Proceedings, this Order shall 
become final, and this docket shall be closed. 

By ORDER of the Florida Public Service Commission, this 22nd 

day of August, 1 996. 

(S EAL ) 

RA 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL 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 time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
s ought. 

The Commi ssion's decision on the utility's proposed tariff i s 
i nterim in nature and will become final, unless a person who se 
substant i al interests are affected by the action proposed files a 

petition for a formal proceeding, as provided by Rule 25-22.036(4), 
Florida Administrative Code, in the form provided by Rule 
25- 22 . 036 (7 ) (a ) (d) and (e), Florida Administrative Code. Thi s 
p e tition must be received by the Director, Division of Records and 
Reporting, 2540 Shumard Oak Boulevard, Tallahassee, Florida 3239J-

_. 0850, by the close of business on September 12. 1996. 

The ba l anc e of our actio ns proposed herein are preliminary i n 
nature and will no t become effective or final, except as provided 
by Rule 25 -22.029, Florida Administrative Code. Any person whose 
s ubstantial interests are affected by the action proposed by this 
o rder may file a petition for a formal proceeding, as provided by 
Rule 25 - 2 2 .029{4), Florida Administrative Code, in the f orm 
provided by Rule 25-22.036(7) {a) and (f), Florida Administrative 
Code. This petition must be received by the Director, Division of· 
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 3 2 399-0850, by the close of business on September 12 . 199 6. 

In the absence of such a petition, this order shall become 
final on the day subsequent to the above date. 

Any objection or protest filed in this docket before the 
issuance date o f this Order is considered abandoned unless it 
sat isfies the foregoing conditions and is renewed within the 
specified protest period. 

If this Order becomes final on the date described abo ve , a ny 
party a dversely affected may request judicial review by the Florida 
Supreme Court in the case of an electric, gas or te l epho ne utili t y 
or by the First District Court of Appeal in the case of a water or 
wa stewater utility by filing a notice of appeal with the Director, 
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Division of Records and Reporting and filing a copy of the notice 
of appeal and the f iling fee with the appropr iate court. This 
filing must be completed within thirty (30) days of ~he date this 
Order becomes final 1 pursuant to Rule 9 . 110 1 Florida Rules of 
Appellate Procedure. The notice of appeal must be in the form 
specified in Rule 9.900(a) 1 Florida Rules of Appella te Procedure. 
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SOUTHLAKE UTILITIES, INC. 
DOCKET NO. 950933WS 

Allowance for Funds PrudenUy Invested - Water 
Calculation of Carrying Costs for Each ERC 

Information Needed 

1. Cosl-of Qualifying Assets 

2. Capacity of Qualifying Assets 

3. Number of Future Customers 

4. Annual Depreciation Expense 

I 

5. Rate of Return 

6 . Weighted Cost of Equity 

7. Federal Income Tax Rate 

8. State Income Tax Rate 

9. Annual Property Tax 

1 0. Other Costs 

11. Depreciation Rate of Assets 

12. Test Year 

s 

s 

s 

s 

SCHEDULE 1-A 

Per Utility Per Commission 

151,039 s 115,702 

537,000 GPO 537,000 GPO 

1,222 ERC 940 ERC 

5,896 s 4,517 

8.47% 8.42% 

3.40% 3.33% 

34.00% 34.00% 

5.50% 5.50% 

2 ,565 s 2,565 

0 s 0 

3.80% 3.80% 

1994 1994 
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SOUTHLAKE UTILITIES. INC. 
DOCKET NO. 950933WS 

Allowance for Funds Prudentfy lnwsted -·Wastewater 
Calculation of Carrying Costs for Each ERC 

Information Needed Per Utility 

1. Cost of Qualifying Assets $ 332,326 

2. Capacity of Qualifying Assets 164,750 GPO 

3. Number of Future Customers 209 ERC 

4. Annual Depreciation Expense $ 19,122 

~· Rate of Return 8.47% 

6. Weighted Cost of Equity 3.40% 

7. Federal Income Tax Rate 34.00% 

8. State Income Tax Rate 5.50% 

9. Annual Property Tax $ 5,731 

10. Other Costs $ 0 

11 . Depreciation Rate of Assets 5.52% 

12. Test Year 1994 

SCHEDULE 1-B 

Per Commission 

$ 593.596 

164.750 GPO 

375 ERC 

$ 34,156 

8.42% 

3.33% 

34.00% 

5.50% 

$ 5,731 

s 0 

5.52% 

1994 
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SOUTHLAKE UTILITIES. INC. 
DOCKET NO. 950933WS 

Alowanee for Funds PIUden1ty Invested - Water 
Calculation of Canying Costs for Each ERC: 

, Cost of Quailfying Assets: s 115,702 

Divided By Future ERC: 940 

Cost!ERC: s 123.09 

Multiply By Rate of Return: 8.42% 

Annual Return Per ERC: $ 10.36 

Annual Reduction in Return: $ 0.40 
(Annual Depreciation Expense 
per ERC Times Rate of Return) 

Federal Tax Rate: 34.00% 
Effective State Tax Rate: 3.63% 

Total Tax Rate: 37.63% 

Effective Tax on Return: 14.89% 
(Equity % Times Tax Rate) 

Provision For Tax: 23.87% 
(Tax on Retum/(1-Total Tax Rate)) 

Annual Depreciation Expense: 
Future ERC's: 

Annual Depr. Cost per ERC: 

Annual Propery Tax Expense: 
Future ERC's: 

Annual Prop. Tax per ERC: 

Weighted Cost of Equity: 
Divided by Rate of Return: 

% of Equity in Return: 

Other Costs: 
Future ERC's: 

Cos1 per ERC: 

SCHEDULE 2-A 
PER COMMISSION 

$ 4,517 
940 

$ 4.80 

$ 2.565 
940 

$ 2.73 

3.33% 
8.42% 

39.56% 

$ 0 
940 

s 0.00 



ORDER NO. PSC-96 -1082-.FOF-WS 

DOCKET NO . 950933-WS 
PAGE 15 

SOUTHLAKE UTILITIES, INC. 
DOCKET NO. 950933WS 

Alowance fOf Funds PIUdentty Invested - Wastewatet 

Catantion of Carf)'ing Costs for Each ERC: 

Cos1 of Quailfying Assets: $ 593,596 

Divided By Future ERC: 375 

CostiERC: $ 1,582.92 

Multiply By Rate of Return: 8.42% 

Annual Return Per ERC: $ 133.25 

Annual Reduction in Return: 
$ •. 7.67 

(Annual Depreciation Expense 
pet ERC Times Rate of Return) 

Federal Tax Rate: 34.00% 

Effective State Tax Rate: 3.63% 

Total Tax Rate: 37.63% 

Effective Tax on Retum: 14.89% 

(Equity % Times Tax Rate) 

Provision For Tax: 23.87% 

(Tax on Retum/(1-Total Tax Rate)) 

Annual Depreciation Expense: 

FuhM'e ERC's: 

Annual Depr. Cost per ERC: 

Annual Propery Tax Expense: 

Future ERC's: 

Annual Prop. Tax per ERC: 

Weighted Cost of Equity: 
OMded by Rate of Return: 

% of Equity in Return: 

Other Costs: 
Fuue ERC's: 

Cost per ERC: 

SCHEDULE 2-B 
PER COMMISSION 

..... 

s 34,156 
375 

s 91 .08 

$ 5,731 
375 

s 15.28 

3.33% 
8.42% 

39.56% 

$ 0 
375 

s 0.00 

l 
I 
I 

i 
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SOUTHLAKE UTILITIES. INC. 
DOCKET NO. 950933WS 

Alowance foe' Funds PIUdently Invested • Water 
Celculation of Ce~g C~ Per ERC Per Year: 

Unfunded Other Costs: s 
Unfunded Annual Depreciation: 
Unfunded Property Tax: 

Subtotal Unfunded Annual Expense: s 
Unfunded Expenses Prior Year: 

Total Unfunded Expenses: $ 
I 

Retum on Expenses Current Year: 
Retum on Expenses Prior Year: 
Retum on Plant Current Year: 
Earnings Proir Year: 
Compound Earnings from Prior Year: 

Total Compounded Earnings: $ 
Earnings Expansion Factor for Tax: 

Revenue Required to Fund Earnings: $ 
Revenue Required to Fund Expenses: 

~total· s 
Divided by Factor for Regulatory 
Assessment Fee 

ERC Carrying Cost for 1 Year: $ 

1995 

0.00 
4 .80 
2.73 

7.53 
0.00 

7.53 

0.63 
0.00 

10.36 
0.00 
0.00 

10.36 
124 

12.83 
7.53 

20.36 
0.975 

20.88 

1996 

s 0.00 
4.80 
2.73 

$ 7.53 
7.53 

$ 15.07 

0.63 
0.63 
9.96 

10.36 
0.87 

$ 21 .82 
1.24 

$ 27.03 
15.07 

$ 42.10 
0.975 

$ 43.18 

1997 

$ 0.00 s 
4.80 
2.73 

$ 7.53 s 
15.07 

s 22.60 $ 

0.63 
1.27 
9.55 

21 .82 
1.84 

34.48 
124 

$ 42.71 $ 
22.60 

s 65.31 $ 
0.975 

$ 66.98 s 

SCt-:EOULE ~A 
PER COMMISSION 

1998 1999 

0.00 $ 0.00 
4.80 4 .80 
2.73 2 .73 

7.53 $ 7.53 
22.60 30.13 

- ---
30.13 s 37.67 

0.63 0.63 
1.90 2.54 
9.15 8.75 

34.48 48.43 
2.90 4.08 

48.43 63.80 
1.24 1.24 

59.99 $ 79.02 
30.13 37.67 

90.12 $ 116.69 
0.975 0.975 

92.43 $ 119.68 

I 

I 



ORDER NO. PSC-96-1082-FOF-WS 
DOCKET NO. 950 93 3 -WS 
PAGE 17 

SOUTHLAKE UTILITIES, INC. 
DOCKET NO. 950933WS 

Alowlnce for Funds Prudemty Invested - Wastewater 

Calculation of Carrying Cost Per ERC Per Year: 

1995 

Unfunded Other Costs: $ 0.00 

Unfunded Annual Depreciation: 91 .08 

Unfunded Property Tax: 15.28 

Subtotal Unfunded Annual Expense: $ 106.37 

Unfunded Expenses Prior Year: 0.00 

To.~al Unfunded Expenses: $ 106.37 

Return on Expenses Current Year: 8.95 

Return on Expenses Prior Year: 0.00 

Return on Plant Current Year: 133.25 

Earnings Proir Year: 0.00 

Compound Earnings from Prior Year: 0.00 

Total Compounded Earnings: $ 133.25 

Earnings Expansion Factor for Tax: 1.24 

Revenue Required to Fund Earnings: $ 165.05 

Revenue Required to Fund Expenses: 106.37 

Subtotal: $ 271.42 
Divided by Factor for Regulatory 0 .975 

Assessment Fee 

ERC Carrying Cost for 1 Year: $ 278.38 

1996 

$ 0.00 
91.08 
15.28 

$ 106.37 
106.37 

$ 212.73 

8.95 
8.95 

125.58 
133.25 

11.22 

$ 279.00 
1.24 

$ 345.60 
212.73 

$ 558.33 
0.975 

$ 572.64 

1997 

$ 0.00 $ 
91 .08 
15.28 

$ 106.37 $ 
212.73 

$ 319.10 $ 

8.95 
17.91 

117.92 
279.00 

23.49 

438.32 
1.24 

$ 542.93 $ 
319.10 

$ 862.03 $ 
0.975 

$ 884.13 $ 

SCHEDULE 3-B 
PER COMMISSION 

1998 1999 

0.00 $ 0.00 
0 91 .08 91 .08 

1528 15.28 

106.37 $ 106.37 
319.10 425.46 

- - --
425.46 $ 531 .83 

8.95 8.95 
26.86 35.82 

110.25 102.58 
438.32 612.33 

36.90 51 .55 

612.33 802 .. 28 
1.24 1.24 

758.48 $ 993.77 
425.46 531 .83 

1,183.94 $ 1,525.60 
0.975 0.975 

1,214.30 $ 1,564.72 

I 

I 
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SOUTHLAKE UTILITIES, INC. 
DOCKET NO. e50933WS 

Alowance fOf Funds Pruden11y Invested • Watet 
Calculation of Carr,Wlg Cost Per ERC Per Month: 

1993 1994 

PER UTILITY 
January 1.70 22.25 
February 3.41 24.07 
March 5.11 25.89 
April 6 .81 27.70 
May 8.52 29.52 
June 10.22 31 .34 
July 11 .92 33.16 

; August 13.62 34.97 
September 15.33 36.79 
October 17.03 38.61 
November 18.73 40.42 
December 20.44 42.24 

1995 1996 

PER COMMISSION 
January 1.74 22.74 
February 3.48 24.60 
March 5.22 26.46 
April 6.96 28.32 
May 8.70 30.17 
June 10.« 32.03 
July 12.18 33.89 
August 13.92 35.75 
September 15.66 37.61 
October 17.40 39.46 
November 19.14 41 .32 
December 20.88 43.18 

SCHEDULE 4-A 

1995 1996 1997 1998 

« .18 67.58 92.59 116.95 
46.12 69.65 94.80 116.95 
48.06 71 .72 e1.o2 116.95 
50.00 73.80 99.23 116.95 
51 .93 75.87 101 .45 116.95 
53.87 77.94 103.66 116.95 
55.81 80.01 105.88 116.95 
57.75 82.08 108.09 116.95 
59.69 84.15 110.31 116.95 
61 .63 86.23 112.52 116.95 
63.57 88.30 114.74 116.95 
65.51 90.37 116.95 116.95 

1997 1998 1999 2000 

45.16 69.11 94.70 119.68 
47.15 71 .23 96.97 119.68 
49.13 73.35 99.24 119.68 
51 .11 75.47 101 .51 119.68 
53.10 77.59 103.79 119.68 
55.08 79.71 106.06 119.68 
57.07 81 .83 108.33 119.68 
59.05 83.95 110.60 1UI.68 
61 .03 86.07 112.87 119.68 
63.02 88.19 115.14 119.68 
65.00 10.31 117.41 119.68 
86.98 92.43 119.68 119.68 

Note: The AFPI charge will cease accruing charges and will remain constant after December 31 , 1999. 
The utility can continue to coaect the constant charge until all ERCs projected in the calculation 

have been added. 
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SOUTHLAKE UTILITIES, INC. 
DOCKET NO. 950933WS 

Allowance for Funds PrudenUy Invested - WIStewater 
Calculation of Carrying Cost Per ERC Per Month: 

1993 1994 1995 

PER UTILITY 
January 24.46 319.47 632.10 
February 48.92 345.39 659.60 
March 73.39 371 .31 687.10 
April 97.85 397.23 714.60 
May 122.31 423.15 742.10 
June 146.77 449.07 769.60 
July 171.24 474.99 797.10 
August 195.70 500.91 824.60 
September 220.16 526.83 852.10 
October 244.62 552.75 879.60 
November 269.08 578.68 907.10 
December 293.55 604.60 934.61 

1995 1996 1997 

PER COMMISSION 
January 23.20 302.91 598.60 
February 46.40 327.43 824.56 
March 69.60 351.95 850.52 
April 92.79 376.47 676.47 
May 115.99 400.99 702.43 
June 139.19 425.51 728.39 
July 162.39 450.03 754.35 
August 185.59 474.56 780.30 
September 208.79 499.08 806.26 
October 231 .99 523.60 832.22 
November 255.19 548.12 858.18 
December 278.38 572.84 884.13 

SCHEDULE 4-B 

1996 1997 1998 

963.82 1,316.29 1,658.13 
993.04 1,347.36 1,658.13 

1,022.26 1,378.44 1,658.13 
1,051.47 1,409.52 1,658.13 
1,080.69 1,440.59 1,658.13 
1,109.91 1,471.67 1,658.13 
1,139.12 1,502.75 1,658.13 
1,168.34 1,533.83 1,658.13 
1,197.56 1,564.90 1,658.13 
1,226.78 1,595.98 1,658.13 
1,255.99 1,627.06 1,658.13 
1,285.21 1,658.13 1,658.13 

1998 1999 2000 

911 .65 1,243.50 1,564.72 
939.16 1,272.70 1,564.72 
966.68 1,301.90 1,564.72 
884.19 1,331 .11 1,564.72 

1,021 .70 1,360.31 1,564.72 
1,049.22 1,389.51 1,564.72 
1,076.73 1,418.71 1,564.72 
1,104.24 1,447.91 1,564.72 
1,131 .76 1,477.11 1,564.72 
1,159.27 1,506.31 1,564.72 
1,186.79 1,535.52 1,564.72 
1,214.30 1,564.72 1,564.72 

Note: The AFPI charge will cease accruing charges end will remain constant after December 31 , 1999. 

The utility can continue to collect the constant charge until all ERCs projected in the celculation 

have been added. 
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