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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSIONPRIVATE 

In re:  Application for a rate

) DOCKET NO. 910976-WS

increase in Brevard County by   
)

FLORIDA CITIES WATER COMPANY,   
) ORDER NO. PSC-92-0027-FOF-WS

Barefoot Bay Division           
)

                                
) ISSUED: 3/10/92


The following Commissioners participated in the disposition of this matter:


SUSAN F. CLARK


J. TERRY DEASON


LUIS J. LAUREDO


ORDER SUSPENDING PROPOSED RATES AND GRANTING

INTERIM RATE INCREASE SUBJECT TO REFUND
BY THE COMMISSION:


BACKGROUND

Florida Cities Water Company, Barefoot Bay Division, (FCWC or utility) is a class "A" utility providing water and wastewater service for a predominantly residential area in Barefoot Bay, Florida.  As of August 31, 1991, the utility was serving about 4,300 customers.  


On December 13, 1991, the utility filed the instant request for interim and permanent rate increases pursuant to Sections 367.081 and 367.082, Florida Statutes.  On January 6, 1992, the utility cured the deficiencies which we found in its original filing, so that date is the official date of filing for this proceeding.  Pursuant to Section 367.081(8), Florida Administrative Code, the utility requested that we process this case using our proposed agency action (PAA) procedure.  The utility's rate request is based on historical information for the test year ending August 31, 1991.  


SUSPENSION OF PROPOSED RATES

Pursuant to Section 367.081(6), Florida Statutes, the utility may implement its proposed rates within sixty (60) days of filing unless this Commission withholds consent to those rates.  From our initial review of the filing, we note that the increases in operating expenses and rate base investments are substantial, apparently pervasive in scope, and as yet not fully explained.  Upon consideration of the above, we find it reasonable and necessary to require further explanation, amplification, and corroboration of the utility's filing.  Accordingly, we hereby withhold consent to the utility's implementation of its requested rates.  


INTERIM RATES REQUEST

The utility's requested interim rates, as well as its final rates, are designed to generate the following in annual revenues:  $719,387 for the water system, an increase of $123,982 (20.8%); $851,106 for the wastewater system, an increase of $360,726 (73.5%).


We find it appropriate to increase FCWC's rates on an interim basis as set forth below and in the schedules attached hereto, which are by reference incorporated herein.  


Rate Base

Our calculation of the appropriate rate bases are depicted on Schedule No. 1-A for the water system and Schedule No. 1-B for the wastewater system.  Adjustments appear on Schedule No. 1-C.  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.

Used and Useful

In its minimum filing requirements (MFRs), the utility contends that all of its plant facilities should be considered 100% used and useful.  For interim purposes, we will not make any used and useful adjustments to the utility's water treatment plant, water distribution facilities, or wastewater collection facilities.  It appears that the water treatment plant is 100% used and useful since existing capacity is less than current demand and fire flow requirements.  Also, our preliminary review indicates that the water distribution and wastewater collection lines are largely or wholly contributed.  Any used and useful adjustment we might make to distribution or collection plant would be inconsequential, since such an adjustment would be matched by an offsetting adjustment to contributions-in-aid-of-construction (CIAC).  


In order to be consistent with the used and useful calculation used in the utility's last rate case, however, we believe that an adjustment to the utility's proposed calculation for the wastewater treatment plant is appropriate.  In its proposed used and useful calculation (page 187, MFRs), the utility compares the projected level of future connections, which is evidently based on development potential, to existing connections and then adds a 15% growth factor to arrive at a 100% used and useful figure.  


The utility's proposed calculation is not consistent with our conventional method for calculating used and useful.  Under the conventional method, used and useful is determined by comparing current demand to available capacity.  Page 185 of the MFRs shows the information necessary to make this calculation; current demand is equivalent to 67.8% of available capacity.  Therefore, for interim purposes, we have applied this percentage to plant and related accumulated depreciation, resulting in a $215,056 net reduction to plant-in-service.  

Advances for Construction

The utility's proposed rate bases are reduced by advances for construction, $107,238 for the water system and $186,500 for the wastewater system.  These advances are credit accounts that offset debit provisions for plant-in-service.  The utility's proposed rate bases include both advances and CIAC in their entirety, but the utility also claims that all of its plant is 100% used and useful.


In the utility's last rate case, we approved used and useful adjustments to plant, but denied all of the utility's proposed used and useful adjustments to CIAC and advances.  See Order No. 12191, issued July 1, 1983, in Docket No. 820014-WS.  We decided that CIAC should be wholly included, but that advances should be wholly excluded. 


As noted above, for interim purposes in this case, we have made a $215,056 used and useful adjustment to wastewater plant.  Consistent with our treatment of advances in the utility's last rate case, we have removed the $186,500 in advances shown in the MFRs for the wastewater system.  The impact of these adjustments is a $28,556 net reduction to rate base for the wastewater system.


For interim purposes, we shall make no adjustments for advances in the water system rate base calculation.  If we removed the $107,238 balance for advances, water system rate base would exceed the utility's requested amount.  In addition, unlike the wastewater system rate base, we have made no used and useful adjustments to the water system; therefore, any excluded advances would represent an uncounted source of funds. 

Working Capital

In its MFRs, the utility used the formula method (one-eighth of operation and maintenance expense) to calculate working capital.  As this was the method which we used in the utility's last rate case, we shall use the same method here.  


Since we have reduced test year operating expenses, as is shown below, we must make a corresponding adjustment to working capital.  The working capital provision which we shall allow for interim purposes are $58,717 for the water system and 57,745 for the wastewater system.  

Interim Rate Base

In consideration of the foregoing, we find that the proper average rate bases by which to measure interim increases are $950,961 for the water system and $1,726,300 for the wastewater system.


Cost of Capital

Our calculation of the appropriate cost of capital is depicted on Schedule No. 2-A.  Our adjustments are depicted on Schedule No. 2-B.  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 this Order.  The major adjustments are discussed below.


As mentioned above, the utility requested approval of the same revenues on a final and interim basis.  It did not submit a separate calculation for its interim revenue requirement, but it did submit a separate rate calculation for interim rates.  The utility's requested return on equity was derived using our current leverage formula as contained in Order No. 24246, issued March 18, 1991.  Therefore, the requested cost of capital for interim rates was not calculated in accordance with Section 367.082, Florida Statutes.  


According to Section 367.082, we must compare a utility's achieved rate of return during the most recent twelve-month period with its required rate of return.  The required rate of return, according to the aforementioned section, is calculated using the lower end of the range of the utility's last authorized return on equity.  


We have calculated the required rate of return using the 15.26% minimum of the range of the return on equity which we established for this utility in Order No. 12191, issued July 1, 1983.  Accordingly, we find that the utility's required rate of return for interim purposes is 11.2%. 


Net Operating Income

Our calculation of net operating incomes is depicted on Schedule No. 3-A for water and Schedule No. 3-B for wastewater.  Our adjustments are itemized on Schedule No. 3-C.  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.


As noted above, pursuant to Section 367.082, an interim rate increase must be based on a utility's failure to achieve its required rate of return during the most recent twelve months.  The utility's achieved rate of return must be measured consistent with adjustments used in its most recent rate case.  Furthermore, we interpret Section 367.082, so as to generally preclude adjustments which reflect post-test year conditions, such as pro forma adjustments, since such items did not affect the utility's achieved rate of return.  


The utility's requested revenue requirement, being the same for both final and interim purposes, includes pro forma provisions for rate case charges and added depreciation expenses.  For interim purposes, we shall disallow recovery of these two items.  By removing the rate case costs, we reduce test year expenses by $16,250 for each system.  By removing the pro forma depreciation charges, we reduce test year expense by $6,629 for the water system and by $34,894 for the wastewater system.  


Finally, we note that our used and useful adjustment to the wastewater treatment plant, which is discussed above, necessitates a $5,892 reduction to depreciation expense for the wastewater system.  

Revenue Requirement

In order to give the utility the opportunity to recover its actual operating expenses for the year ended August 31, 1991, and to earn a 11.2% rate of return on average rate base, we shall allow the utility to collect interim rates designed to generate the following in annual revenues:  $711,911 for the water system, an increase of $113,964 (19.06%), and $817,948 for the wastewater system, an increase of $336,337 (69.84%).

Interim Rates

The utility's current rates, proposed interim rates, proposed final rates, and our approved interim rates are shown below.  The approved interim rates are designed to give the utility the opportunity to earn the interim revenue requirements determined above.


BAREFOOT BAY DIVISION


Water Rates

Residential and General Service






Utility
Utility
Commission




Utility
Proposed
Proposed
Approved

Meter


Present
Interim
Final
Interim

Size



Rates

Rates

Rates
Rates

5/8" X 3/4"

$  5.07
$  6.10
$  6.10
$  6.04

       3/4"

   7.59
   9.14
   9.15
   9.05

         1"

  12.66
  15.24
  15.25
  15.09

     1-1/2"

  25.29
  30.44
  30.50
  30.14

         2"

  40.48
  48.72
  48.80
  48.25

         3"

  80.95
  97.43
  97.60
  96.48

         4"

 126.47
 152.22
 152.50
 150.74

         6"

 252.99
 304.50
 305.00
 301.54

Gallonage Charge
$  1.55
$  1.87
$  1.87
$  1.85


Wastewater Rates

Residential Service







Utility
Utility
Commission




Utility
Proposed
Proposed
Approved

Meter


Present
Interim
Final
Interim

Size



Rates

Rates

Rates
Rates

All Sizes


$ 4.33

$ 7.66

$ 7.88
$ 7.35

Gallonage Charge
$ 1.59

$ 2.81

$ 2.72
$ 2.70

Maximum Gallons
  6M

  6M

  6M

  6M

Minimum Bill

$ 4.33

$ 7.66

$ 7.88
$ 7.35

Maximum Bill

$13.87

$24.52

$24.20
$23.55


Residential and General Service







Utility
Utility
Commission





Utility
Proposed
Proposed
Approved

Meter


Present
Interim
Final
Interim

Size



Rates

Rates

Rates
Rates

5/8" X 3/4"

$  4.33
$  7.66
$  7.88
$  7.35

       3/4"

   6.54
  11.58
  11.82
  11.11

         1"

  10.88
  19.26
  19.70
  18.48

     1-1/2"

  21.75
  38.50
  39.40
  36.94

         2"

  34.79
  61.59
  63.04
  59.09

         3"

  69.57
 123.15
 126.08
 118.16

         4"

 108.69
 192.40
 197.00
 184.60

         6"

 217.38
 384.81
 394.00
 369.20

Gallonage Charge
$  1.59
$  2.81
$  3.26
$  2.70

(No Maximum)    


To implement the approved interim rates, the utility must submit tariff sheets revised to be consistent with our decision.  Said tariff sheets shall be accompanied by a proposed customer notice which shows the approved interim increase and which explains the reasons and conditions therefor. 


The approved interim rates cannot be implemented until the revised tariff sheets are stamped approved.  The interim rates shall be effective for meters read on or after thirty days from the stamped approval date on the revised tariff sheets.  The revised tariff sheets will be approved upon our staff's verification that the tariffs are consistent with our decision herein, that the proposed notice to the customers of the approved interim increase is adequate, and that the security required below has been filed and accepted.


SECURITY FOR REFUND

Pursuant to Section 367.082(2)(a), Florida Statutes, the excess of interim rates over previously authorized rates shall be collected under guarantee subject to refund with interest.  We believe that a corporate undertaking in the amount of $250,000 is sufficient to protect any potential refund of revenues collected under interim conditions.  As described above, the utility must provide said security prior to its implementation of the interim rates approved herein.  Furthermore, pursuant to Rule 25-30.360(6), Florida Administrative Code, the utility shall provide us with a report by the 20th of each month indicating the monthly and total revenues collected subject to refund.


It is, therefore


ORDERED by the Florida Public Service Commission that the rates and schedules proposed by Florida Cities Water Company, Barefoot Bay Division, are hereby suspended in accordance with Section 367.081(6), Florida Statutes.  It is further


ORDERED that the request for an interim increase in water and wastewater rates by Florida Cities Water Company, Barefoot Bay Division, is hereby granted in part, as set forth in the body of this Order.  It is further 


ORDERED that the difference between the interim rates granted herein and Florida Cities Water Company, Barefoot Bay Division's previously authorized rates shall be collected subject to refund, with interest.  It is further


ORDERED that Florida Cities Water Company, Barefoot Bay Division, shall provide a corporate undertaking in the amount of $250,000 as guarantee for any potential refund of interim revenues.  It is further 


ORDERED that prior to its implementation of the interim rates approved herein, Florida Cities Water Company, Barefoot Bay Division, shall file and have approved tariff pages revised in accordance with the provisions of this Order, a proposed customer notice, and the appropriate security for a refund.  It is further


ORDERED that the interim rates approved herein shall become effective for meters read on or after thirty days from the stamped approval date on the revised tariff sheets.  The tariff sheets will be stamped approved upon verification that they are consistent with our decision herein, that the proposed customer notice is adequate, and that the appropriate security has been provided.  It is further


ORDERED that during the time that interim rates are in effect, Florida Cities Water Company, Barefoot Bay Division, shall pursuant to Rule 25-30.360(6), Florida Administrative Code, file a report by the twentieth (20th) day of each month indicating the monthly and total revenues collected subject to refund.


By ORDER of the Florida Public Service Commission this 10th  day of        MARCH             , 1992 .






STEVE TRIBBLE, Director,






Division of Records and Reporting

( S E A L )

MJF


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 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 sewer utility.  A motion for reconsideration shall be filed with the Director, Division 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.


M E M O R A N D U M

September 11, 2014
TO
:
DIVISION OF RECORDS AND REPORTING

FROM
:
DIVISION OF LEGAL SERVICES (FEIL)

RE
:DOCKET NO. 910976-WS - Application for a rate increase in Brevard County by FLORIDA CITIES WATER COMPANY, Barefoot Bay Division

___________________________________________________________________


Attached please find an Order Suspending Proposed Rates and Granting Interim Rate Increase Subject to Refund in the above referenced docket which is ready to be issued.

MFJ

Attachments

cc:
Division of Water and Sewer

120.57
10

120.59
10

120.68
10

367.081
1, 8

367.082
1, 4, 5, 8

average rate base
6

cost of capital
4

depreciation
3, 5, 6

interim rate increase
1, 5

interim rates
2, 4, 6, 8, 9

leverage
4

net operating income
5

rate base
1‑4, 6

rate case
3‑5

rate of return
5, 6

rates
1, 2, 4, 6‑9

revenues
2, 4, 6, 8, 9

tariffs
8

test year
1, 4, 5

used and useful
2‑5

working capital
4



