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ORDER GRANTING TEMPORARY RATES 
IN THE EVENT OF PROTEST 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER GRANTING RATES AND CHARGES 

BY THE COMMISSION : 

NOTICE is her eby given by the Floridu Public Service 
Commission tha t the action discus sed herein, except for the 
granting of temporary r ates subject to refund, in t h e event of a 
protest, is preliminary in nature and will become final unless a 
person whose interests are adversely affected files a petition for 
a formal proceeding, pursuant to Rule 25 - :!2 . 029, Florida 
Administrac1ve Code . 

BACKGROUND 

Fountain Lakes Sewer Corporation (Fount ain Lakes or the 
util ity) i s a Class C wastewater util ity locat ed near Estero , 
Florida in Lee County . The utility is a wholly- owned subsidiary of 
Kraus-Ander son Incorporated, a la r ge development corporation based 
in Minnesota . Th e service area covers approximately 380 acres and 
the development cons ists of a retirement community of single 1nd 
multi-family residences . The utility served 1 general service, 146 
residential and 355 multi-residential customers dur1ng the test 
year . 

' ., """-'- J .. ..,_ . . _..,, 



r 

ORDER NO. PSC-93-1189-FOF-SU 
DOCKET NO. 921089 -SU 
PAGE 2 

In 1985, Kraus-Anderson Incorporated (Kraus-Anderson or the 
parent) purchased the entire service territory. At that time, the 
only structure on the property was the Estero Wood~ Village 
Apartments, which was served by a 22,000 gallons per day (gpo} 
wastewater treatment plant . In November 1986, Kraus-Anderson was 
notified that it was exempt from this Commissio n ' s jurisdiction 
since tenants were not charged specific rates for wastewater 
service . Because of this exempt status, the utility was able to 
obtain construction permits from the Department of Environmental 
Regulation (DER) for its present 99,000 gpd plant. The former 
plant is no longer in service and all existing customers are served 
by the current plant. 

The exemption letter directed the utility to advisE.; the 
Commission should any change in operat ion alter its e'{empt status . 
Based upon its desire to c harge for wastewater service, in May 
1988, the utility filed an application with us for a certificate to 
operate its wastewater utility. By Order No. 20470, dated December 
20, 1988, we granted the utility Certificate No. 442-S. 

On October 21, 1992, Fountain Lakes applied for the instant 
staff-assisted rate case (SARC), and the appropriate filing fee has 
been paid. Our staff selected a histo rica l test yc.:~r ended 
September 30, 1992 . During that period, the util ity recorded 
operating revenues of $112,606 and operating expenses of $138,832, 
resulting in a test period operating loss of $26,226. 

Our statf audited the utility ' s records Ln r compli~n~c with 
Commission rules and orders and examined all components necessary 
for rate setting. The statf also conducted a field investigation 
of the utility's wastewater plant and service area. A review of 
the utility's operating expenses, maps, files a nd rate applic~tion 
w~s also perf0rmed to obt~in information ctbout the physicJl plJnt 
and operating costs . 

The utility ' s service area is under the jurisdiction of the 
South Florida Water Management District . We have a memorandum of 
understanding with the Florida Water Management Districts, in which 
we recognize that a joint cooperative effort is necessary to 
implement an effective, statewide water conservation policy . We 
will discuss this topic in greater detail later in this order . 
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QUALITY OF SERVICE 

A customer meeti ng was held on March 31, 1993, at the Fountain 
Lakes Association Clubhouse in Estero, Florida . Approximately 1~ 

customers attended the meeting. No compla ints we r e raise d 
r e garding the quality o f s ervice . We have a l so r e vi e wed the 
Department of Environmental Regulation (DER) records, and it 
appears that the utility is in compliance with DER ' s rules and 
regulations . We therefore consider the utility ' s q uality of 
serv ice to be s ati s f actory . 

RATE BASE 

The appr opria te a ve rage amount of tes t year r 1. t e ba s e f or 
Fountain Lakes is $317 ,310. The appropriate components of the 
utility's rate base include amortizable assets, depreciable plant 
in serv ice , land/nondepreciable assets, plant held for future use 
(PHFU) , contributions in aid of construction (CIAC} , accumulated 
amortization of amortizable assets , accumulated deprec iation, 
accumulated amortization of CIAC, contributed taxes CIAC, 
deferred income taxes, deferred tax asset - CIAC gross-up, deferred 
tax liability a nd working capital allowance . A discussion of each 
component follows . 

Our calculation of the appropriate wastewater rate base for 
the purpose of this proceeding is depicted on fchedule No . 1 and 
our adjustments are itemized on Schedule No . 1 - A. Those 
adjustments that are self-explanatory or essentially mec hanical in 
nature are reflected on tho~e schedules without further discussio n 
in the body o f thi s Or de r . The maj o r a djus tme nts a r e d i::;cu!....scd 
below. 

Used and Useful 

Due to infiltration problems during the test year, we find it 
appropriate to base our used and useful calculations on post test 
year flows . We applied the standard used and useful formulas to 
the specific parameters of the wastewater plant . We have 
determined tha t the utility ' s wa s t e water treatment f ac i :: ity i s 
7~ . 2t used a nd usc tu l a nd t h e wa s t e wa t e r co llec t ion sys Lcm is 7~b 
used and useful. A discuss i o n of the used and useful ~omponents o t 
the was tewater >ystem f o l lows. 
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Wastewater Treatment Plant 

The wastewater treatment facility has o maximum capucity of 
99,000 gallons per day (gpd) . The average daily flow during April, 
1993 was 70,627 gallons per day (GPO) . An additional 3,828 gpd 
associated with margin reserve increases the total to 74,455 gpd . 
This figure is appropriate to use i n computing the percentage of 
used and useful for the treatment plant. Application of the 
standard formula results in o used and useful pcrccnt~ge o f 75 .2 \ . 

Wastewater Collection System 

The capacity of the utility's collection system i s 360 
~·CJUlVwlC'nt rc•;identi..ll connc<..:lion:... (J::RCs), unJ the utility ::;e rved 
a n average of 256 ERCs during the test year . An additional 14 ERCs 
associated with margin reserve increases the total to 270 ERCs . 
Th~s figure is appropriate to use in computing the percentage of 
used and useful for the co llection system . Application of the 
standard formula results in a used and useful percentage ot 75% . 

Amortizable Assets 

~he utility recorded $19,419 on its books at the beginning of 
the test period. The utility ' s r ecorded amount consisted o f 
accounting fees of $6,600, legal fees of $9,542, engineering fees 
of $2, 377 , and a n original certificate filing fee of $900 . We find 
that these amounts are reasonable and we accept them . There were 
no additions to this account during the test year; therefore, no 
averaging adjus tment was necessary . 

Depreciable Plant in Service 

The utility recorded $718,058 at the beginning of the test 
period . 

We have increased this balance by $169,515 to reflect the 
value of the Estero Woods collection system that wa~ never recorded 
o n the utility ' s books. Although the original cost records are 
unavailable, we believe that thi s represents ~ rea~on~ble cs~imnte 

t o r the vuluc oL the <..:ollc<..:llon system . lve ul s o remove\..~ $J, -, o9 
associated with a fence that was retired fr om service . With those 
adj ustments, the appropriate balance at the beginning of the test 
year is $883,804 . 
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The utility recorded $2,100 in additions during the test 
period resulting in an end of the period b~l~nce of $88 J, 904 . We 
reduced this amount by $1,050 to reflect the test year d veraging 
adj ustment . The average test year balance, therefore, is $884,854 . 

Land/ Nondepreciable Assets 

The utility recorded $72 , 352 on its books in the land account . 
This amount is based on eight acres of land valued at its original 
cost of $9,044 per acre . ~o adjustments were made t 0 this account . 

Plant Held for Future Use 

As we mentioned above, used and useful adjustments were made 
to the utility ' s treatment plant and collection !:" ystem plant 
accounts . The wastewater t reat.ment facility is 75 . 2% used and 
useful, a nd the waste water collect ion system is 7 5% used and 
useful . To determine the average amount of plant held for future 
use (PHFU) , the nonused and useful percentages o f 24 . 8% and 25% 
were applied to t he corresponding average balances of plant in 
servi ce and accumulated depreciation not offset by CIAC . These 
adj ustments result in an average PHFU balance of $ 141,016 . 

Contributions- in- Aid- of - Construction CCIAC) 

Th e uti l ity recorded $3 39 ,203 on its books at t he beginning of 
t he t est period . This entire umount reflects cvllections of cash 
CIAC . 

As discussed previous.Ly, tne utility purchased the Estero 
Woods development and collection system . Because we do not have 
documentation r egarding the t reatment of the collect ion system o n 
the original owner ' s tax r eturns , we have imputed the entire value 
of the collection system as CIAC. Also, we added $940 to reflect 
an unb i l led connect ion. Therefore , t h e a ppropria t e balance at the 
beginn ing of the test period i s $509 , 658 . 

Th<' utility recorded $14,1 00 in additions during the tes t 
period result i ng in an end of the period bala nce of $52 3 ,758 . We 
reduced this amount by $7,050 to reflect the test year averaging 
adjustment and increased that amount by $13,043 to reflect an 
allowance for margin reserve . These adjustments reveal an average 
bala nce of $529,751 . 

Accumula ted Amortization of Amortizable Assets 
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The utility recorded $1,578 on its books at the beginning of 
the test period, and test year additions of $485, result ing in an 
end of the period balance of $2,063. We reduced this umount by 
$485 to remove test year amortization expense recorded by the 
utility, and increased the account balance by $702 to record the 
appropriate test year amortization expense . The averaging 
adjustment of $351 reduces the balance to $1,929 . 

Accumulated Depreciation 

The utility r ecorded $73,411 on its books nt the beginning of 
the test period. As discussed previously , we increased the 
utility ' s plant account balances to reflect the inclusion of the 
Estero Woods collection system . The related accumulated 
deprecia tion is $45,41 6 . We removed $3,908 assoc i ated with the 
fence t hat was retired from service . Therefore, the ~ppropriate 
balance at the beginning of the test period is $114,919 . 

The utility recorded $23 , 650 in test ye ar depreciation 
expense . However , we find the appropriate calculation of test yea r 
depreciation expense , pursuant to commission practice , to be 
$31,970. The averaging adjustment of $15,985 leaves a balance of 
$130,904 . 

Accumulated Amortization of CIAC 

The utility had recorded $36,635 at the beg~nning of the test 
period . As stated above, the entire value of the Este ro Woods 
collection system was reco rded as CIAC ; the related accumulated 
amortization is $45,416. Therefore, the appropriate balance a t the 
beginning of the t est period is $82,051 . 

The uti l ity recorded $14,328 in test year amortization . 
However, we find the appropriate calculation of test year 
amortization of CIAC, based on commission practice to be $17,030 . 
The aver agi ng adjustment of $8 , 5 1 5 r ed uces the balance to $90,567 . 
We then increased this amount by $471 to reflect amortization of 
ma=gin reserve . The resulting balance is $91,038. 

Contributed Taxes - CIAC 

The util ity ' s 9/JU/':Jl d.nd 9/J0/92 tridl balances reflect 
contributed taxes of $126,338 and $47,376, res pectively. The 
utility has Commission authority t o gross-up its CIAC charges for 
the potential income tax effect of its approved CIAC ccllections . 
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Accordingly, when gross-up is collect ed , the cash is deposited into 
a n interest- bearing escrow account, with an offsett ing credit to 
Contributed Taxes CIAC . At year end , the tax-on-t<1 X ef feet 
included in gross - up collect ed is flowed through current year tax 
expense as a credit, and Contributed Taxes - CIAC is debited. 
Thus , the balance in the contributed tax account i s net of the tax­
on-tax effect. Also , at year e nd, the net contributed tax account 
is adj usted for refunds to customers or developers, after the 
Company receives a Commission Order establishing the amount of 
gross - up to be refunded. Finally , the adjusted contributed tax 
balance is amortized. 

Consequently, because this account is adjusted annually (at 
12/31/XX) and because the utility did not record the 12/31/91 year 
end adjusting entries prepared by its C.P . A. firm, ~he test year 
beginning/ending data (09/30/91 and 09/30/ 92 ) is substantially 
incorrect . Furthermore , correct 09/30/91 09/30/92 data is 
unavailable. For these reasons we will use the 12/31/91-12/31/92 
amounts as surr ogates , but we reserve the option to thoroughl y 
review the utility ' s accounting entries for CIAC gross-up, as 
recorded and reflected in this Order . 

We have made an adjustment o f $21,122 t o the utility's 9/30/91 
trial balance i n order to 1ncrease this account to the adjusted 
12/31/91 balance . We have a l so made an increase of $4,179 to 
reflect the unrecorded 1992 activity and the 12/31/92 year-end 
adjusting entries . Finally , we have made an averaging adjustment 
of $2 , 089 to decrease the balance to the appropriate amount . As a 
result of those adjustments , the utility ' s recorded balance of 
$4 7 , 3 7 6 ha s been increased by $2 3, 212, resulting in a n ave~ age 
ba lance of $70,588. 

Deferred I ncome Taxes 

The utility ' s 09/30/91 a nd 09/30/92 trial balances reflect net 
deferred income t axes of $0 and $5,470, respectively. These 
balances reflect the (u nad j usted) requirements of APB 11, the 
previous guideline for accounting for income taxes. However, 
because SFAS 109 was implemented with the 12/31/91 year - end 
adj usting e ntries, and because this account is adjusted at y ~ar­

e nd, (as discussed in the Contributed Taxes - CIAC section of this 
Order), we used 12/31/91 12/31/92 balances as surrogates . 
Consequently, because SFAS 109 requires the 
" reclass ificatjon jrcst.:ltcmcnt" o f net deferred t;;txes to deferred 
tdx assets dnd deferred tax lidbi lities, the appropriate amount is 
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zero , which requires an adj ustment of $ 5 ,47 0 to reduce the balance 
to its appropriate level. 

Deferred Tax Asset - CIAC Gross - Uo 

The utility ' s 09/30/91 and 09/30/92 trial balance::; do not 
reflect deferred t~x assets, as the utility wa s accounting for its 
income taxes under APB 11 . As discussed i n the Contributed Taxes -
CIAC section of this Order, we used the 12/31/91 12/31/92 
balances as surrogates. However, because SFAS 109 was implemented 
with the 12131/91 year- end adjusting entries, and because this 
account is adjusted at year-end we used the 12/31/91 - 12/31/92 
balances as surrogates . Consequently, because SFAS 109 requires 
the " reclassification/restatement" of net deferred taxes to 
deferred tax assets and deferred tax liabilities, the appropriate 
balances at 12/31/91 and 12/31/92 are both $12 8 ,185 . Therefore, an 
adjustment of $128,18 5 is necessary . No averaging adjustmen t is 
necessary. 

Deferred Tax Liability 

The utility ' s 09/30/91 and 09/30/92 trial balances do not 
reflect deferred tax liabilities, as the utility was accounting for 
its income taxes under APB 11 . However, because SFAS 109 was 
implemented with the 12/31/91 year-end adjusting entries, and 
because this account is adjusted a t year - end WP used 12/31/91 -
12/31/92 balances as surrogates . Consequently, because SFAS 109 
r equires the "reclassification/restatement" of net deferred taxes 
to deferred t ax assets and deferred tax liabilities , the 
appropriate balances at 12/31/91 and 12/31/92 a re $13,253 .1nd 
$18, 777, respectively. Therefore, an adjustment of $13, 2 53 is 
necessary to reflect the correct 12/31/91 bala nce . Furthermore, an 
adjustment of $5,524 is necessary to reflect the increase in this 
account as a result of unrecorded 1992 activity a nd the 12/31/92 
year-end adjusting entries. Finally, an averaging adjustment of 
$2,762 is required to reduce the account to its appropriate balance 
of $1 6 , 015 . 

Working Capital Allowance 

Consistent with our current practice, and our Rule 25-30 . 44 3 , 
Florida Admini strative Code (Form PSC/WAS 18) , we used the one­
eighth o f operalion and maintenance expense formula to calculate 
working capital allowance . Applying that formula, we a r rived at a 
working capital allowance of $11,664 ($93,310/8) . 
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Rate Base Summary 

Based on the foregoing, we find that the appropriate average 
rate base balance is $317,310. 

COST OF CAPITAL 

We find that the utility ' s appropriate rate of return on 
equity is 12.44%, the appropriate cost of debt is 8.00%, and the 
appropriate overall rate of return is 7.00%. The components in the 
utility ' s capital structure include equity, and long term debt . In 
instances when the approved rate base balance is less than the sum 
of the balance in the utility's capital structure, it is Commission 
policy to reduce each component in the capital structure by its 
weighted share of the excess capital . The pro rata adjustment is 
necessary in this instance . A discussion of each component of the 
utility ' s capital structure and the related pro rata adjustments 
follows . 

Return o n Equity 

The utility's capital structure contained an average equity 
balance of ($219,737) during the test period . We adjusted this 
balance to $0, in conformity with our standard po licy . 

As we discussed in our leverage graph order (Order No. PSC- 92-
0686- FOF- WS , issued July 21, 1992), in order to discourage 
imprudent fina ncial risk, the authorized return on common equity is 
capped at ~2 . 44 % for all water and wastewater utilities with equity 
ratios of less than 40 %. For this utility the appropriate re~urn 
on equity is 12 . 44%. 

Cost of Debt 

The utility maintained an average balance of $7 16,728 in long 
term debt during the test period . This amount represents 
intercompany loans, wi th executed debt instrumE-nts at a stated 
interest rate of 8 . 00%. The pro rata adjustment r esults in .:1 

$399,418 reduction to the debt balance. 

Over a 11 Rate of Return: As a result of the pro ra t:a adjustment 
discussed above we reconciled the capital structure to the average 
rate buse balance at the end of the test period Applying t~e 

12.4·1'1. return on equity to the 01. o r equity in the c~1pital 
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structure results in a weighted cost of equi ty of 0% . When we 
applied the 8 . 00% cost of debt to the 100% of debt in the capital 
structure we reached a weighted cost of debt of 8 . 00% . T~erefore , 

we find that the result ing appropriate overall rate of return is 
8 . 00% . 

The appropria te retu r n on equity, the appropriate cost of debt 
and the appropriate overall rate of return are shown on Schedule 
No . 2 . 

NET OPERATING INCOME 

We find that the appropriate test year revenue for Fountain 
Lakes is $115,649 . The utility recorded r e ve nues of $112,606 
during the t es t period . A revenue check indicated that the 
appropria t e amount of t est period revenues is $115 , 649 . Therefore, 
we adjusted revenue by $3 , 043 to reflect the annual1zation of a 
price index rate adj ustment that occurred during the test year . 

Test year revenue is shown on Schedule No . 3 ; the r elated 
adj ustme nt is s hown o n Schedule No. 3-A. 

Test Period Operating Expenses 

The appropriate amount of test year operating expenses is 
$113,098, and the appropriate anount of operating expenses fo r rate 
setting purposes is $114, 17 4 . The components of the uti 1 i ty ' s 
operat ing expenses include operation and rna intenance expenses, 
depreciation expense (ne t of CIAC amortization) , amortiza~ion 

expense, taxes other than income taxes, and income taxes . A 
discussion of each component follows . 

Operation and Maintenance (O&Ml Expenses 

Fountain Lakes c harged $122 , 520 to O&M expense during the test 
year . Explana tions of the utility ' s r ecorded expenses that 
required adjustments follow . 

1) Salaries and Waaes - Employees - The utility r ecor ded a 
total of $30,000 for this expense during the test per iod . We 
increased this amount by $13,500 t o reflect a reclassification of 
j ts bookkeeper s salary from contractual serv ices expense . An 
adjustment of $21 , 192 was made t o reclassify a portion of the 
recorded Salaries and Wages - Employees expense to Salaries and 
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Wages Officers expense . In addition, we removed $3,800 to 
reflect the d isallowed portion of the bookkeeper' s salary . 
Therefore, the appropriate balance in this account is $18,508 . 

2) Salaries and Wages - Off icers - The utility r ecorded SO 
for thi s e xpense during the test period . An addition of $21,192 
was made to reclass ify the expense from the Salaries and Wages -
Employees expense acco unt . An adjustment of $14,128 was made to 
reduce the officers ' salaries t o the appropriate amount. 
Therefore, the appropriate balance in this accoun~ is $7,064 . 

J) Sludge Removal Expense - The utility recorded $11,907 in 
this account during the test period . We ha ve made an adjustment of 
$124 to reflect test year expense that had been incur red but had 
not yet been recorded. Therefore, the appropriate bc lance in this 
account is $12,031 . 

4) Purchased Power - The utility r ecorded $7,34 7 i n this 
account dur ing the test period . A r eduction o f $11 was made to 
reconcile the recorded bala nce to the invoices, and an additional 
reduction of $4 1 was made to remo ve a nonutility expense . 
Therefore, the appropriate balance in this account i s $7,295. 

5) Chemicals - The utility recorded $4 , 801 in this account 
dur i ng t he test pe riod . A reduction of $473 was made to reconc ile 
the recorded balance to the invoices . No other adjustments were 
made. Therefore, the appropriate balance is $4,3 28 . 

6) Materials and Supplies - The utility recorded $ 375 in this 
account during the test pet·iod . We made a p r o forma allowanc~ of 
$2,200 associated with converting to a monthly bil ~ ing cycle, and 
therefore, the appropriate ba lance is $2 ,575 . 

7) Contrac tual Services - The utility recorded $ 60 , 852 in 
this accoun t d u ring the t est period . We removed the following 
amounts : $510 associated with e xpenses t hat are recovered in 
Salaries and W.::~ges Officer::; expense ; $ 1, 837 associ.::~tcd with 
excess accounti ng fe~s charged by a r ela t ed company; $754 
associated with out of period expenses ; and $5,300 associated with 
a non-utility repairs expense . 

Fountain Lakes filed three CIAC gross-up report s (for the 
years 1989, 1990 and lq91) and a disposition of CIAC refund repor t 
during the test period . It incurred $6,950 in expenses r elating to 
these CIAC gross - up filing r e quirements ; however , since a 
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substantial portion of this expense is associated with fili ng 
gross-up reports for prior years, we removed $4,478 to reflect the 
appropriate expense on a n annual basis . 

We have made several other reductions to this account : 
$13,500 was reclassified to Salaries and Wages- Employees expense; 
$1,866 was reclassified to Regulatory Commission Expense; a $150 
adjustment was necessary to reconcile the books to the general 
ledger; and $6,044 associated with the unamortized portion of 
extraordinary repairs expense was removed. 

There were three adjustments that increased the balance in the 
account : $450 was reclassified from the Miscellaneous expense 
account; $1,000 to reflect the pro forma increase for percolation 
po nd mowing; and $147 to reflect a test year expense incurred but 
no t recorded. These adjustments reduce the account balance by 
$3 2 ,842; therefore, the appropriate balance is $28,010. 

8) Rents- The utility r ecorded $3,000 in this account during 
the test year . We have increased this amount by $3,804 to reflect 
a pro forma allowance for leasing the land associated with the 
additional percolation ponds. The appropriate balance is $6,804 . 

9) Reoulatorv Commission Exoense - Fountain Lakes recorded $0 
in this account , but we increased the balance by $1,866 that was 
reclassified from the Contractual Services expense account . We 
also made two additions to this accoun t : sooo to reflect the 
filing fee in this proceeding; and $11,843 to reflect addi tional 
actual and projected expenses . We decreased rate case expense by 
$3,763 to reflect disallowance of the attorney's fees associated 
with the attorney ' s attendance at the customer meeting, anJ by 
$1,326 to reflect disallowance of fees associated with the 
preparation of the staff-assisted rate case application. The four­
year amortizution of the remaining allowed expenses is $2, 380 ; 
therefore, the $7,140 a s sociated with the unamortized portion of 
this expense was removed from the account . 

10) Bad Debt Expense - The utility recorjed $233 in this 
account during the test year . We reduced the balance to $0 to 
conform with s tandard Commission policy. 

11) Miscella neous Expenses - Fountain Lakes recorded $3,512 in 
this account during the test year. We reclassified $450 to the 
rontractual Services expense a c count, and incr eased the balance by 
$760 to reflect an appropriate alloc~tion of computer expense from 
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a related rompany . 
appropriate balance is 

No other 
$3,822. 

adjustments were made. 

Depreciation Expense (Net of Amortization of CIAC) 

The 

The utility recorded $6 , 560 on its books during the test 
period. We removed t.h is entire amount in ordt:!r to reflect the 
appropriate amounts of depreciation expense and CIAC amortization. 
We applied the prescribed depreciation rates to the appropriate 
used and useful plant in service account balances for test year 
depreciation expense of $24,423 . We applied the composite 
depreciation rate to the appropriate CIAC account balance and 
offset depreciation expense by $15,909 . Therefore, the appropriate 
balance is $8,514 . 

Amortization Expense 

The utility recorded $0 in this account at the enn of the test 
year . We applied the composite depreciation rate to the 
appropriate balance in the amortizable assets account to reflect a 
test year amortization expense of $702 . 

Taxes Ol her than Income 

Fountain Lakes recorded $10,629 in this account during the 
test year. We removed this entire amount in order to reflect the 
appropriate amounts of these t a xes . We then increased the balance 
by $5,204 to r:-eflect the amount of regulatory assessment fees 
associated wi Lh the test year revenues . Additions of $2, 4 7 5 in 
payroll taxes a~sociated with the appropriate salaries allowance 
and $2,892 associated with used and useful property tax expense 
increase the aprropriate balancr to $10,572. 

Income Taxes 

The utili t y recor ded income tax credits of $878 at the end of 
the test period . However, the utility has no equity; therefore 
income tax expense has been reduced to zero . 

Increases in Operating Expenses for Rate Setting Purp0scs 

Taxes Other Than Income Taxes 
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We increased this expense to $1,076 to reflect the additional 
regulatory assessment fees associated with the appropriat e revenue 
increase . 

Operating Expenses Summary 

The application of the appropriate adjustments to the 
utility ' s t est year operating expenses results i n appropriate 
operating expenses fo r rate setting purposes of $114,174. 

REVENUE REQUIREMENT 

The appropr iate r evenue r equirement for this utility is 
$1J9 ,5 58 . We find it appropriate, based on the foregoi ng, to grant 
Fountain Lakes a n annual increase in revenue of $23,909 (or 
20 . 67%) . This will allow the utility the opportunity to recover 
its operating expenses and earn a 8 . 00% return on its investment. 

The revenue requirements and r esulting a nnual increase are 
shown on Schedules Nos . 3 and 3- A. 

RATES AND CHARGES 

Fountain Lakes' current tariff is based on the base facility 
and gallonage c harge rate structure . This is our prefe rred rate 
structure, because it is designed t o provide fo r the equitable 
sharing by the r atepayers of both the fixed and va riable cost; of 
providing service . The buse facility charge is bused upon the 
concept of readiness to serve all customers connected t o the 
system . This ensures that ratepayers pay their share of the 
variable costs of providing service (through the consumptio n or 
gallonage charge) a nd also pa y their s hare of the fixed costs o1 
~roviding serv ice (through the base facility c harge ) . 

In addition, the base facility charge rate structure is an 
appropriate rate structure for Fountain Lakes for conservation 
purposes . We believe that excessive consumption wi ll be 
discouraged through the implementation of the base facility and 
gallonage charge rate structure . 

Approximately 54% (or $75 , 228) of the revenu~ requirement is 
associated with the fixed costs of providing ser vice and is 
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recovered through the base facility charge based on the number of 

factored ERCs a nd living units served during the test year . The 

rema i ning 4 6% (o r $64 , 331) of the revenue r equirement is Jssociated 

with the variable costs of providing service and is recovered 

through the consumption c harge based on the number of factored 

gallons trea ted during the test year. 

There is typically a rate differential be tween residential, 

multi -reside ntia 1 and general servic e gallonuge charges . Thi s 
differential reflects the sm..1ller percentage of water that a 

residential c ustomer returns to the wastewater system (due to lawn 

irrigation, etc.) versus the larger percentage of water that a 

multi -resident ial or general service customer returns to the 

system . Therefore , the g~llonuge c harge for residential customers 

is typically lower than the gallonage c harges for mult ~-residentia l 

and general s ervice customers . 

In this case, however, we fi nd that t here should be no 

gallonage charge rate differential . All 154 single- family 
residential customers of t he utility have separate irrigation 

systems capable of drawing no npotable water from a nearby 

groundwater source . The great majority of these customer s (113 

customers, or 73%) use this special irrigation arrange~ent, and 

only two customers own priva te i r rigation wells . We encourage the 

use of nonpotable water for irrigation . The remaining 39 customers 

(25%) use potable water for irrigation . 

Since the great majority of single- family residential 

customers use the nonpotable water irrigatio n system, the expected 
overall percentage of water returned to the wnstewatcr system for 

residential c ustomer s is approximately the same as for the multi­

residential a nd general ser vice customers . Therefore, we do not 

f ind that a rate differential is necessary i n this instance . 

In addition, the luck o l n rate dit.ferential will avoid 
discrimination within the residential customer class , as not all of 

the c ust omers have the same water disposa 1 patterns . This is 

consistent with our po licy not to discr iminate Wl thin a cus tomer 
class . 

We will require Fountain Lakes to convert f r om bi-monthly t o 

monthly billing. This will reduce the lag time between the utili t y 

paying its bill: a nd the receipt of revenues . 
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Fountain Lakes ' existing rates and its new rates a r e shown 
below . 

HONTHLY RATES - WASTEWAT ER 

Base Facility Charge : 

Residential (all meter sizes) $ 
Multi - Residential (per unit) 
Gener al Service (by meter sizes) : 

Meter Sizes 
5/8 " X 3/4" 
3/4 11 

1" 
1 1/2 " 
211 
3 " 
4 11 
6 " 

Consumption Charge Per 
1,000 Gallons : 

Residential (capped at 
8,000 gallons) 

Multi - Residential 
Gener al Ser'' ice 

Reuse of Treated Wastewater 

$ 

s 

Current 
Rates 

11.47 
11.4 7 

11.4 7 
N/A 

28 . 70 
57 . 38 
91.82 

183 . 64 
236 . 36 
573 . 8G 

2 . 19 
2 . 64 
2.64 

Commission ' s 
Approved 
Rates 

s 

s 

s 

12 . 66 
12 . 66 

12 . 66 
18.98 
31 . 64 
63 . 28 

101 . 25 
202 . 50 
316 . 40 
612 . 81 

3.34 
3.34 
3 . 34 

We do not find it appropriate to require Founta i n Lakes to 
take any action r egarding reuse of treated wast ewat e r . Water use 
in t h e utility ' s ser vice area is under the jurisdiction of the 
South Florida Wate r Management District (SFWI-1U). T:1c distric t has 
design.:~ted the region as a critical use area, thereby requiring 
that water conser vation methods be implemented . 

currently, the utility disposes of its effluent in percolation 
ponds . Th e utility is in the process of obtaining construction 
permits f rom DER ~o expand its wa s tewater collectlon, treatment a nd 
disposal facilities in order to accommodate the addition of 290 
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single family and 83 multi-family units . Our staff was advised by 
the utility ' s engineering firm that the new permit is in the final 
stages of being issued , with the provis i o n that the effluLnt will 
continue to be reused as "ground flow recharge " by allowing it to 
flow into percolation ponds and thereby r eturn to the water tabl0 
Lhrough the yround . DEH conf irme<..l that Lhe percolation ponds 
remain a viable method of reuse in that area . Th erefore , no 
additional action by the utility is necessary a t this time . 

Service Avail~bility Charges 

We find t h at it is not necessary t o revise Fountain Lakes ' 
service availability charge at this time . The utility is currently 
authorized to charge a service availability charge of $940 per ERC . 
If the present charge is cont inued, the resul t1ng contr ibution 
level will be approximately 7~% when the utility r eaches build- out . 
The~efore, we will not change the current charge . 

Miscellaneous Service Charges 

We f ind that it is necessary to revise Fountain Lakes ' 
miscellaneous service charges at this time . The utility ' s current 
charges and our revisions are shown below : 

Initial Connection 
Normal Reconnection 
Violation Reconnection 
Premises Vi sit (in lieu of 

disconnection) 

$ 

Current 
Rates 

15 . 00 
15.00 
15 . 00 

1 0 . 00 

Revised 
Hc.1tes 

s 15 . 00 
15 . 00 

Actual Cc;t 

10 . 00 

The change t o the violation reconnection charge to the act ual 
cost more accu r a t ely reflects the costs associat ed wi th p r oviding 
th~ service, and it places the burden of payment on the person who 
causes the cost to be incurred (the "cost causer " ), rather than on 
Fountain Lakes ' other ratepayers . 

Rerovery of Rate Case Expense 
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We fi n d that the appropriate recovery period for rate case 
expense is four years . The appropriate annual revenue reduction at 
the end of that period is $2,492 . Section 367 . 0816, Florida 
StLltutes, entitled " Recovery of Rate Cuse Expenses " st.:~tes: 

The amount of rate case expense 
determined by the Commission 
pursuant to the provisions of this 
chapter to be recovered through a 
public utilities rate shall be 
apportioned for recovery over a 
period of 4 years. At the 
conclusion of the recovery period, 
the rate of the public utility shall 
be reduced irnrnedia~ely by the amount 
of rate case expense previously 
included in rates . 

The rate case expe nse incurred by Fountain Lakes for this case 
to date totals $14,609. We have decreased that expense by $3,763 
to reflect disallowance of the attorney ' s fees associated with his 
attendance at the customer meeting, and by $1,326 to reflect the 
disallowance of fees associated with the preparation of thr staff­
ussisted rate c.:~se applic~tion . The four-year amortization of the 
remaining allowed expenses is $2, 380. The appropriate recovery 
period for t his expense is four years, which allows the utility to 
recover $2 , 380 per year through its rates. Once the annual 
Regulatory Commission Expense recovery is grossed up to reflect 
regulatory assessment fees, the annual recovery increases to 
$2,492 . 

At the end of four years, Fountain Lakes ' rates should be 
reduced by $2,492 annually. Assuming no change in current 
revenues, expenses, capital structure and customer base, the effect 
of this rate reduction is a $ . 21 reduction in the base facility 
charge for a 5/8 11 x 314 11 meter and a $. 06 reduct ion in the 
gallonage c h arge. 

Fo untain Lakes should file revised tarif f sheets no later than 
one month prior to the ctclu~l date of the required rate redu~tion . 

Fountain Lakes should also file a proposed customer notice sett1ng 
forth the lower rates and the reason for the reduction. If the 
utility files th~s reduct1on in conjunction with a pr ice index or 
pass-through rate adjustment , separate data s hould be filed for the 
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price index and/ or pass-through increase or decrease and the 
reduction in the rates due to the omortized rate case expense. 

The four year rate case expense reductions are s1.own on 
Schedule No. 4 . 

Temporary Rates in the Event of Protest 

This Order proposes a n increase in wastewater rates . A timely 
protest might delay what may be a justified rate increase resulting 
in an unrecoverable loss of revenue to the utility. Therefore, in 
the event of a protest filed by a party other than the utility, we 
hereby authorize the utility to collect the rate s approved herein, 
on a temporary basis, subject to the refund provisions discussed 
below . 

f o untain Lakes shall be authorized to collect the temporary 
rates upon our Staff's approval ot both the security for the 
potential refund and a copy of the proposed customer notice. The 
security shall be in the form of a bond or letter of credit in the 
amount of $16,277 . Alternatively, the utility may establish an 
escrow agreement with an independe nt financial institution. 

If the utility chooses a bond as security, the bond shall 
contain wording to the effect that it will be terminated only under 
the following conditions : 

1) The Commission approves the rate increase ; or 

2) If the Commission denies the increase, the utility shall 
refund the amount collected that is attributable to the 
increase. 

If the utility chooses a letter of credi t as security, it 
shall contain the following conditions : 

1) The letter of credit is irrevocable for the period it is 
in effect . 

2) The letter of credit will be in effect until a final 
Commission order is rendered, either approving or deny:::-tg 
the rate increase. 

If security is provided through an escrow agreement, the 
following conditions s hal l be part of the agreement : 
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1) No refunds in the escrow account may be withdrawn by the 
utility without the express approval of the Commission . 

2) The escrow account shall be an interest bearing account. 

3) If a refund to the customers is required, all interest 
earned by the escrow account shall be distributed to the 
customers . 

4) If a refund to the customers is not required, the 
interest earned by the escrow account shall revert to the 
utility . 

5) All information on the escrow account shall be available 
from thr> hO]rll'l- o f thro P:;crow cH·COtl!ll to;, rommi:~:.ion 

rcpcuscntdtivu ~L ~11 ttmus. 

6) The amount 
deposited in 
receipt . 

ot revenue 
the escrow 

subject to refund shall 
account within seven days 

be 
of 

7) This escrow account is established by the direction of 
the Florida Public Service Commission for the purpose(s) 
set forth in its order requiring such account . Pursuant 
to Consentino v. Elson , 263 So . 2d 253 (Fla. 3d DCA 1972), 
escrow accounts are not subject to garnishments . 

8) The Director of Records and Reporting must be a signatory 
to the escrow agreement. 

In no instilnce shall the maintenance ~nd admin~striltive costs 
associated with the refund be borne by the customers . These costs 
are the responsibility of, and shall be borne by, the utility. 
Irrespective of the form of security chosen by the uti 1 i ty, an 
account of a ll monies received 3s a result of the rate increase 
shall be maintained by the utility . This account must specify by 
whom and on whose behalf such monies were paid . If a refund is 
ultimately r equired , it shall be paid with inte:r-est calculated 
pursuant to Rule 25 - 30 . 360(4), Florida Admi n istrative Code. 

The utility 
security provided, 
refund . After t~e 
file reports with 

shall maintain a record of the amount of t'1e 
and the amount of revenues that are subject to 

i ncreased rates are in effect, the utility shall 
the Division of Water and Wastewater no later 
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than 20 days after each monthly billing . These reports shall 
indicate the amount of revenue collected under the increased rates . 

EFFECTIVE DATE 

The rates shall be effective for meter readings t aken 30 days 
o n or after the stamped approval date on the revised t a rif f s heets . 
The miscella neous service charges shall be effective for service 
rendered or connections made on or after the stamped approval date 
on the revised tariff sheets . Tariff sheets will not be approved 
until our Staff ver~fies that the tari ff sheets are consisten t with 
this Commission ' s decision, that the proper security for r efund has 
been provided, and that the proposed customer notice is adequate . 

Based on the foregoing, i t ~ s, therefore, 

ORDERED by the Florida Public Service Commission that the 
application of Fountain Lakes Sewer Corporation for an increase i n 
its wastewater rates in Lee County is approved as set forth in the 
body o f this Order . It is fur ther 

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

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

OHDERED th.:~t all ot the provisions o f this Order , excep t tor 
the grant i ng of temporary rates in the event of protest, subject to 
refund, are issued as proposed agency actio n and shall beccme 
final, unless an appropriate petition in the form provided by Rule 
25 - 22 . 029 , Florida Administrative Code, is received by the Director 
of Records a nd Reporting at his office at 101 East Gaines Street , 
Tallahassee, Florida 32399-0870, by the date set forth in the 
Notice of Further Proceedings below. It is further 

ORDERED that Fountain Lakes Sewe r Corporation ~s authorized to 
c harge the new rates and ch~rges as set forth in the body of this 
Order . lt is turther 

ORDERED that the rates approved herein s ha ll be effective for 
meter r eadings t ? ken on or after JO d~ys after the stamped a pp r ovaJ 
date on t he revised tdrit l pdges. It is turther 
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ORDERED that the miscellaneous service charges approved herein 
shall be effective for service rendered or connections made on or 
after the stamped approval date on the revised tariff shee ts . It 
is further 

ORDERED that prior to its implemcntClt ion of the rtltes und 
c: ll ... 1rges appr-oved herein , Fount<.lin Lakes Sewer:- Cor-poration s hall 
submit and have approved a proposed notice to its customers of the 
increased rates and charges and the reasons therefor . The notice 
will be approved upon o ur Staff ' s verification that it lS 

consistent with our decision herein . It is further 

ORDERED that prior to its implementation of the rates and 
charges approved herein, Fountain Lakes Sewer Corporation shall 
submit and have approved revised tariff pages. The revised tariff 
pages will be approved upon our Staff ' s ver ification that they are 
consistent with our decision herein and that the protest period has 
e xpired . It is further 

ORDERED that in the event of a pr otest by any substantially 
affected person other than the utility, Fou ntain Lakes Sewer 
Corporation is authorized to collect the rates approved herein on 
a temporary basis , subject to refund in accordance with Rule 25 -
30 . 360 , Florida Admi nistrative Code , provided that Fountain Lakes 
Sewer Corporation has furnished satisfactory secur ity for any 
potential refund , and provided that it has submitted, and our Staff 
has a pp r oved, revised tariff pages and a proposed customer notice. 
It is further 

ORDERED t hat this docket may be closed adminis~ratively if no 
timely protest is received from a substantially affected person by 
the expiration of the protest period . 
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By ORDER of the Florida Public Service Commission, this I!: 'l 
day of A11gll<:t 1993 . 

(SEAL) 
MCB:bmi 

, Director 
ecords and Reporting 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Servic~ ~ommission 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 not:ice 
s hould not be construed to mean all requests for an administrative 
hearing or judicial review will be granted o r result in the relief 
sought . 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 
2 5-2 2 . 029, Florida Administrative Code. A 1y person whose 
substant ial int erests are affected by the action proposed by this 
o r der may file a petition for a formal proceeding, as provided by 
Rule 25-2~.029(4), Florid~ Administrative Code, in the form 
provided by Rule 25-22. 036(7) (a) and (f) , Florida Administrat1ve 
Code . This petition must be received by the Director, Division of 
Records and Reporting at his office at 101 East Gaines Street, 
Tallahassee, Florida 32399-0870, by the close of business on 
~eptember 2. 1993 

In the absence of such a petition, this order shall become 
effecti~e on the day subsequent to the above dat~ as provided by 
Rule 25 - 22 . 029(6), Florida Administrative Code. 

Any objection or protes t filed in this docket before che 
issuance date of this order is considered abandoned unless it 
satisfies the : oregoing conditions and is renewed within the 
specified protest period . 
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If this order becomes final and effective on the date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court in the case of an elec tric, gas 
o r telephone utility or by the First Distric t Court of Appe al i ~ 

the case of a water o r wastewater utility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the fili ng fee with the 
dppropriate court. Th is filing must be compl e t e d within thjrty 
( 30 ) days of the effec tive d a te of this order, pursuant to Rule 
9 . 110, Florida Rules of Appellate Procedur e . The notice of appeal 
must be in the form specified in Rule 9.900 (a ) , Florida Rules of 
Appellate Procedure . 
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FOUNTAIN LAKES SEWER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30, 1992 

Account Title 

Amort i zable Assets 

Depreciabl e Plant In Service 

Land/Nondepreciable Asset s 

Plant ne ld fo r Future Use 

Contri butions In Aid of Construct iOn 

Accum Amort of Amortizable Assets 

Accumulated Depreciation 

Accumul ated Amort i zation of CIAC 

Contr i buted Taxes - CIAC 

Deferred Income Tax 

Deferred Tax Asset - CIAC Gross-Up 

Deferred Tax Li ability 

Working Capital Allowance 

RATE BASE 

Comm ssion 
Balance Adj ustments 

pe- to Util1ty 
Balance 

Sl9 ,4 19 so 

720.158 154,596 A 

72 ,352 0 

0 ( !41. 016) 8 

(353.303) ( !76,448) c 

(2 . 063) 135 D 

(97. 061) (33 .843) 

50.963 40.075 F 

(47.376 ) (23 . 212) G 

(5, 470) H 

0 128 . 185 

0 ( 16. 015) J 

0 11.664 K 

S368 .558 (55!. 248) 

Balance 
per 

CCITIT11 ss 1 on 

Si9 .J I9 

884 .354 

72.352 

(: ~ 1 .016) 

(529 . 751) 

( 1.929 ) 

91.038 

(70.583) 

0 

128 . !85 

(I~. 015) 

! l. 56.1 

S3i7,3!0 

SCHEDULE NO . I 
RATE BASE 
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FOUNTA IN LAKES SEWER CORPORATION 
DOCKET NO . 921089-SU 
TEST YEAR ENDED SEPTEMBER 3D . !992 

A DEPRECIABLE PLANT IN SERVICE: 

!. Reflect Estero Woods collec:1on system 
not recorded on the ut il1ty"s books 

2 Retire fence from service 
J Test year averag1ng adJust~~nt 

B. PLANT HELD FOR FUTURE USE (PHFU): 

!. Average test year balance of PHFU 
2. Accumulated depreciation assoc1ateo 

w1th test year PHFU 

C CONTRI BUTIONS IN AID OF CONSTRUCTION (CI AC) 

Reflect Estero Woods collec: ; on system 
not recorded on the ut1llty"s cooKs 

2 Unb1lled connectiOn charge 
3 Test year Jveraglng adJustment 
~ . Allowance for margin reserve 

0 ACCUM AMORT OF AMORTIZABLE ASSETS. 

1. Remove •est year amortiZat ion expense 
recorded by the ut1l1ty 

3 

Tes t year •mortlldtlon expense 
Test year avcrag1ng adjustm~nt 

Subt otal 

Subtotal 

Suotota l 

Suototal 

169.5!5 
(3 .769) 
(t. ~so) 

: 6~. 596 

( :63.658 ) 

22 . 642 

( : 69. SIS) 
(9' 0) 

7.050 
( !3. 043) 

( ! 75. 4.16) 

J85 

(70?1 

351 

135 

SCHEDULE riO lA 
AOJUS THE~TS TO 

RAiE SASE 
?.:.GE I OF 3 
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FOUNTAIN LAKES SEWER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

E ACCUMULATED OE?RECIATION . 

l. Additional accumulated depreciation 

associated wi th the Estero Woods 

collection system 
2 . Remove fence retired from serv1ce 
3 Remove test year deprec iat ion expense 

recorded by the utility 

4. Test year depreciation expense 

5. Test year averaging adJustment 

F. ACCUMULATED AHORTIZATION OF C!AC : 

1. Additional accumulated amort i zat iOn 

associated w•th the Estero Wooos 

collectiOn system 

2. Remove test year amortiZation recorded 

by the util1ty 
3 Test year amort•zat 1on 
4 . Test year averag1ng adJustment 

3. AmortiZation of marg•n reserve 

G. CONTRIBUTED TAXES · CIAC : 

Reflec t 12/31/ 91 adjuSt i ng ent r1 es 
not rorordctl hy ut1l l ty 

: Reflec t 1992 Jc tlvlty 
3. Test yea·· averaging adjustment 

Subtot~l 

Subt ota i 

Suototai 

(J: 41 6) 

3.'J'lll 

23 .55J 
{3! .970) 

:5 .985 

{23.8J ~) 

.!5 . .:: s 

( 1·' · 378 I 
l l , JJO 
{ 8. 515) 

H: 

~c . J/.s 

(.': . .'.'I 
( J. ! /')) 

2.J89 

SCHEDULE ~0. !A 
ADJUSTMENTS TO 

~A iE BASE 

I'A(,[ ' OF 3 
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FOUNTAIN LAKES SEVER CORPORATION 
DOCKET NO . 921D89-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

H. DEFERRED INCOHE TAXES: 

Rest~te to deferred tax asset/liJblllty 
per SF~S 109 

I . DE~ERRED TAX ASSET - CIAC GROSS-UP: 

Reflect 12/31/91 adJusting entr tes 
not recorded by utility and restate 
~e r SFAS 109 

J. DEFERRED TAX LIABILITY : 

I. Reflect 12/31/91 adjusting entnes 
not recorded by utility and restate 
per SFAS 109 

2 Reflect 1992 act1v1ty 
3 Test year averag1ng adJustment 

K. WORKING CAPITAL ALLOWANCE : 

Work ing cap1tal allowance based on 
one e•qhth at O&H expenses 

TOT~L ~TE BASE ~OJUSTHENTS. 

126. !85 

I !J. 253) 

( 5. 524 ) 

2.762 

( 5 i. 24()) 

SCHEDULE NO . !A 
ADJUS7HE~TS TO 

RATE BASE 
P~Gt. J OF 3 
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FOUNTAI N LAKES S8JER CORPORAT ION 
DOCKET NO . 921089-SU 
TEST YEAR ENDED SEPTEMBER 30 . 1992 

Average 
Ba l a nee 

Per 

Component Ut 111 ty 
.....••.. 

Eout t y ($219. 737) 
Long Term Debt $716.728 

·-----------
TOT4L $496.991 

Zones of Reasonableness · 

Cornn1 ss 1 en 
Adjustments 

to Ut 11 i ty 
Bd lance 

............ :::1 

$219. 73 7 
0 

$219.737 

Low H1gn 

Equtty 11 . 44X 13 .44X 

Rate of Return 8.oox 8 oc;: 

AdJus t ed 
Bal~nce 

,.::I'D;:.-Da•aa 

so 
7!6.778 

·---- ------
$7:6. 728 

8al<1nce 
Pro Rata per 

AdJustmenv. Comn• ~'iton 

••••z;;:;:::::;.;..a . ..::r..:.;a;a;;...;::z 

$0 so 
(399.~ 18) 317.3!0 

-----------
($399. J !8) S3 : 7.3 :0 

Percent 
of 

!ot.t l 
;:=::: •.;~.~.a 

0 00~ 
:oo oox 

!00 ~0~ 

SC:-!DUL~ ~(. 2 

COSI OF CAPITAL 

lle1ghted 
Co~t Co·. t 

;:;:~::3.=. ::...;. 

12 4t:X 0 oox 
~ex a oox 

a 00~ 
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FOUNTAIN LAKES SEVE~ CORPORAT:ON 
DOCKET NO. 921089-SU 
TEST YEAR ENOEO SEPT' ~ER 30. 1992 

Ba lance 
?er 

Ut l11 : y 

Opera tt ng Revenues Si 12.60E 

OpcrH i ng Expenses · 

-------------------
Operation and Ma i ntenance $122. 520 
Oep-ec1at ion 6. 560 
Amort 1 zat ton 0 

Taxe~ Other fha~ Income !0.629 
Income Taxes (878) 

Tota l Operat1ng Expens~s $138.832 

---------
Ope ratl ng !ncane (Loss ) ($26. zzs: 

Rate Base $368 . 559 

Ra t e of RetJrn -7 !'w L • 

Coorn1 s s 1 on 
AdJustment s 

~0 Ut 11 1 ty 

Ba 1 ance 
a=r• •zaa10;;;&v 

$3. 043 

($,9.2!0) 
1. 95J 

702 
(57) 

878 

---------
($25.734 ) 

---------
$28. li7 

Test Year 
Sa lance per 
COillll iSSion 

••= 011 2 ::11S:ac• 

A $1!5. 549 

B $93 .310 
c 8. 51 4 
D 702 
E !0 . 572 
F c 

------ ---
s 1 !3 . 098 

---------
SZ.55: 

$317 .31. 

0 :lC~ 

Cormn ss ;on 
~d;u:;trr.en t s 

fo r Increase 
::::::::::::=.:r ::; : : 

$23 .909 

so 
0 

l. 076 

$1. 076 

S2' 331 

SCHEOUL ~ ~0 3 
OPERAT! ~G :NCOME 

:!J a ncr 
~cr 

Coorn· ss 1 on 
~=:=~.=====••::~~ 

G s; ~9.55a 

59::.310 
a.S! J 

707 

fi : ! . s a 

s l :! . : 7 4 

s ~~.18J 

SJ : i .310 

~ JO': 
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FOUNTAIN LAKES SEWER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30, 1992 

A OPERATING REVENUES. 

1. To reflect the appropr iate leve l of 
test year revenues 

B. OPERATION AND MAINTENANCE EXPENSES: 

1. Salar1e~ and Wdges Expense- Employee~ 

1 To reclassify from cont ractual serv•ces 
expense (accounting) 

2. To reclassify from salaries- employees to 
sa la ries · off1cers 

3 Remove disallowed portion of saldrles rcl,lted 

to account ing services 

2. Salar 1es and Waqes Expense - Off1cers 
1 Reclass1f1ed from sa l aries- empioyees 
2 Remove excess officer 's expense 

3. Sl udge Removal Expense 
!. Test year expense Incurred but not recorded 

4 Purchased Power Expense: 
I Reconciliation ~f books to •nvo1ces 
2. Remove nonut 11 1 ty expense (Chrl stm.Js dl ~ol.ty ) 

5 Chemicals Expense 
Remove unsu~ported expense 

6. Hater1als and Suppl1es Expense · 
Pro forma a'lo~ance for conversion :o 
monthly b1ll1ng 

Subtotd l 

Subtota l 

Subtotal 

13,500 

(2!. !92! 

(3. a co) 

{: : . J92! 

2! . :92 

( !J. !28) 

7,06d 

!24 

(11) 

( ·ll I 

(52 I 

2.ZCO 

SCHDUL£ ~0 3A 

.;DJUSiHE~- s "0 

OP~RA i I NG I ~COME 

PAGE 1 OF ~ 
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FOUNTAIN LAKES SEWER CORPORATION 

DOCKEr NO . 921089-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

Contractual Services Expense: 

I. Reclassified to salaries- employees 

2. Remove expenses recovered 1n salar1es - off1cers 

3. Remove excess portion of annual1zed expense 

relating to CIAC gross-up 
4. Reclass1f1ed to regulatory comm1ss1on expense 

5. Remove excess a llocat ion of account ing fees fr~ 

re lated company 
6 . Remove out of per1od expense 

7 . Reclassified from miscellaneous expense to 

contractual services expense 

8. Pro forma Increase for pond mow1ng expense 

9. Remove out of per1od testing expense 

10. Remove out of per1od repa1rs expense 

11 . Test year expense Incurred but not recorded 

12. Reflect balance per general ledger 

13. Remove unamort i Zed port ion of ex~raoratnary 

repa 1 rs expense 
14 . Remove nonutility repa1rs expense 

8 Rents Expense: 
I. Pro forma allowance for land lease payment : 

(percolation ponds) 

9 Regula tory Comm1ss1on Expense 

:ubto tal 

I. Reclassified from contractual services expense 

to regulatory commiSSion expense 

2 Fil i ng fee in the Ins tant case 
J Additional actual and pro;ected expense-. 

4 Otsallowed port ·~n or rate case excense 

5. Remove unamortized port ton of regulatory 

comm1ss1on expense 

10. Bad Debt ExpensP 

I. Disallow expense tn conformity - 1th CommiSSIOn 

pol1cy 

SuototJ 

(: 3. 500) 
( 5!0) 

( J.H8) 

(! .866) 

( l. S37) 

(650) 

JSO 
! . 000 

(53) 

( 5!) 

!J7 

(!50) 

( 5. 0~~ ) 

(5 . 300) 

( ::z .842) 

3.dC~ 

1.866 

900 
! ! . 8•13 

( S. 089) 

' 7 l JO) 

SCHCUL:: -~0 3A 

AO.;U$iMt~rc lO 
OP£RA-:NG INCOME 

PAGE 2 OF J 
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FOUNTAIN LAKES SEWER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

11. Miscellaneous Expense: 
1 . Reclass• fied from miscellaneous expense to 

contractual services expense 

2. Allowance for computer use 

Subtotal 

TOTAL 0 & H ADJUSTMENTS : 

C. DEPRECIATION EXPENSE (NET OF CIAC AMORTIZATION) 

1. Remove test year depreciation expense per uttltty 

2. Used and useful test year deprec1at1on expense 

as approved by the Commlsston 
3. Used and useful test year CIAC amor:•za.1on 

as approved by the Comm•sston 

D. AMORTIZATION EXPENSE: 

1. Test year amorttzation expense 

E TAXES OTHER THAN FEDERAL INCOME TAXES . 

I. Remove test year amount per ut 111 ty 

Regulatory assessment fees based on Comm•ss1on's 

approved balance of test year revenues 
3 Payroll taxc1 Jssoc•atcd w1th Comm•ss•on' s 

approved •1ar1es and wages a llowance 

~ Used and useful property tax exoense 

Subtota l 

Suotota l 

( 450 ) 

760 

3!0 

(29 .210) 

(5.560) 

(! 5. 909) 

1. 954 

702 

( !0. 629) 

2. H ~ 

2.892 

'sa) 

SCHEDULE NO. 3A 
ADJUSTMENTS TO 

OPERATiNG INCOME 
PAGE 3 OF 4 
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FOUNTAIN LAKES SEllER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30 . 1992 

F !NCCl-IE TAXES : 

CommiSSion's approved adjustment 

G. OPERATING REVENUES : 

I . Commission's approved revenue Increase 

H. TAXES OTHER THAN INCOME TAXES: 

I. To reflect Inc rease In regulatory asse~<'llent 

fees associated with CommiSSion·~ approved 

revenue Increase 

23.909 

:. 076 

SCHEDULE NO. JA 
ADJUSTHE~TS TO 

OP~RAT!NG INCOME 
?AGE ~ OF 4 
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FOUNTAIN LAKES SEWER CORPORATION 
DOCKET no. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

Account -----
No . Descr iption 

c.=::::tz=s~=--== 

701 Sa lanes and \/ages - Employees 

703 Sa larl es and \/ages - Officers 

704 Employee Pens 1ons and Benefits 

710 Purchased Sewage Treatment 

711 Sludge Remova l Expense 

715 Purchased Power 

716 Fuel for Power Product 1on 

718 Chemicals 

720 Materials and Supplies 

730 Contractuo~l Serv ices 

740 Rents 

750 TrdnsportatiOn E~pcnscs 

755 Insurance Expense 

765 Reguldtary CommiSSion Expense 

770 Bad Deot ~xpense 

775 H1scello~neous tcpenses 

TOTAL OPERATION AND HA I NTENANC~ EXPENSES 

Balance 
per Ut!l1ty 

=====::•:~~•=== 

$30,000 

0 

0 

0 

11.907 

7.3~7 

J 

4,801 

375 

60,3~2 

3.000 

0 

~9~ 

0 

223 

3.512 

S i22.~20 

SCHEDULE NO 36 
DETAIL OF OPERATION AND 

HA I ~ITENANCE £xpr~s£ S 

Ba lance 
Comn1 SSlOn per 

AdJustments ConmiSSian 
::::c•::;a:a:: ===:==•:a-•== 

( S II. 492) SIB. SOB 

7.064 2 /.064 

0 0 

0 

124 3 !2 0 031 

(52) 7.295 

~ J 

(473) 5 4 0 328 

2.200 6 2 0 57~ 

(32 ,842) 28.J10 

J.80~ a 6.d04 

0 0 

0 494 

c 0 3.30 1 ::.380 

(233) :a 0 

31J !! 3,:32:? 

(S£9.210) S53 j :v 
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FOUNTAI N LAKES SEWER CORPORATION 
DOCKET NO. 921089-SU 
TEST YEAR ENDED SEPTEMBER 30. 1992 

MONTHLY RATES - WASTEWATER 

RESIOEST!Al SERVICE 

Base Factllty Charge: 

Hetcr Stzes: 5/8" X 3/4" 

MULTI -RESIDENTIAL SERVICE 

Per Lt vtnJ Untt: 

GENERAL SERVICE 

Meter St zes : 5/8" X 3/~" 

3/4" 
1" 

1 1/2" 
2" 
3" 
4" 

6" 

Gallonage Charge per 1.000 Gallons : 

Restdenttal Serv1ce (capoed dt 8.000 gal lons) 

Hultt-Restdenttal Servtce 
General Serv1ce 

s 

s 

APPROVED 
RATES 

12 66 

12 56 

12 66 
18.98 
31 . 64 
63 . 28 

101 25 
202 50 
316 . ~0 

632.81 

s 

SCHEDULE ~ 

RATE QEDUCT!ON AFT~R 
<~CO'IE~Y CF RAT£ CASE S(P::~SE 

RATE 
OEC~[ASE 

0 2! 

0 21 
0.31 
0 52 

! 04 

l 57 
3 . 3J 

5 21 

10.~~ 

0 J6 

0 06 

0 J6 
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