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Sandra Soto

From: Joann Parsons
Sent: Friday, July 15, 2016 2:23 PM
To: Commissioner Correspondence
Subject: Response ltr to Comm.Mariano
Attachments: 2016-07-15, Ltr rsp to Comm.Mariano.pdf; Order No. 25821.pdf; Order No. 

PSC-03-0638-PAA-WS.pdf; Order No. 24259.pdf

Please place the attached in Docket Correspondence, Consumers and their Representatives, in Docket Nos. 150269‐WS. 
and 160101‐WS. 
 
Thank you. 
Joann 
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JULIE l. BROWN 

CHAIRMAN 

STATE OF FLORIDA 

Capital Circle Office Center 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

(850) 413-6042 

Public Service Commission 
July 15, 2016 

Commissioner Jack Mariano 
Pasco County Board of County Commissioners 
8731 Citizens Drive, Suite 150 
New Port Richey, FL 34654 

Re: Docket No. 150269-WU, Application for limited proceeding water rate 
increase in Marion, Pasco, and Seminole Counties, by Utilities, Inc. of 
Florida. 

Docket No. 160101-WS, Application for increase in water and wastewater 
rates in Charlotte, Highlands, Lake, Lee, Marion, Orange, Pasco, Pinellas, 
Polk, and Seminole Counties by Utilities, Inc. of Florida. 

Dear Commissioner Mariano: 

Thank you for your continued interest and representation of your constituents with respect to the 
rate increase requests by Utilities, Inc. of Florida (UIF or Utility). As you are aware from my 
June 23, 2016, letter to you, UIF bifurcated its requested increase for Pasco County from Marion 
and Seminole Counties in the limited proceeding, Docket No. 150269-WS. With respect to Pasco 
County, the limited proceeding is pending a request from UIF as to the proposed course of action 
for disposition of its petition by the Commission. 

With respect to the Utility 's rate consolidation rate case, Docket No. 160101-WS, UIF has 
notified the Commission that it will forego the proposed agency action process and will proceed 
directly to hearing. UIF' s application, minimum filing requirements, and pre-filed testimony are 
scheduled to be filed no later than September 30, 2016. As part of the rate case process, UIF's 
investment level (referred to as rate base), will be audited by Commission staff. The audit of 
UIF's books and records will cover the period from the date the Commission last established rate 
base for each UIF system, through the historical test year ended December 31 , 2015. Once the 
audit report is issued later this year, it will be placed in the docket file accessible through the 
Commission's website, and Commission staff will provide you a copy. In the interim, please find 
enclosed Order Nos. 24259, 25821 , and PSC-03-0638-PAA-WS, which address the net book 
values of the Pasco County water and wastewater systems at the time of acquisition by UIF. 

An Affirmative Action I Equal Opportunity Employer 
PSC Website: http://www.floridapsc.com Commissioner.Brown@psc.statc.fl.us 



Commissioner Jack Mariano 
Page 2 
July 15,20 16 

I hope you find this information helpful to you. Please do not hesitate to call me directly if you 

have any add itional questions or concerns. 

JB:sbf 

Enclosures 

cc: Commissioner Lisa Polak Edgar 
Commissioner Art Graham 
Commissioner Ronald Brise 
Commissioner Jimmy Patronis 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for transfer of ) DOCKET NO. 900928-WS 
facilities and Certificate No. 229-S ) 
from PPW Sewer Company, Inc. and PPW ) ORDER NO. 24 25 9 
Water Coapany to Utilities, Inc. of ) 
Florida, cancellation of Certificate ) ISSUED: 3 / 20/ 9 1 
No. 283-W and amendJDent of certifi- ) 
cate No. 107-W in Pasco County. ) 

------------------------------------> 
The following Commissioners participated in the disposition of 

this matter: 

BY THE COMMISSION: 

THOMAS M. BEARD, Chairman 
GERALD L. GUNTER 

MICHAEL McK. WILSON 
J. TERRY DEASON 

ORDER APPROVING TBANSFER AND 
SETTlNG BATES AND CHARGES 

Background 

on Noveaber 19, 1990, an application was filed with this 
co .. ission requestinq approval of the transfer of facilities from 
PPW sever Co11pany, Inc. and PPW Water company, Inc. (PPW) · to 
Utilities, Inc. of Florida (Utilities, Inc.). PPW provides water 
service to 745 connections and sewer service to 720 connections in 
Pasco County. utilities, Inc. operates water and sewer systems 
throughout the State ot Florida. 

The closinq on this tranaaction occurred in october, 1990 . 
Although the cloainq occurred prior to Commission approval, the 
purchase and sale is contingent upon commission approval. 

In tbe application, Utilities, Inc. requested a positive 
acquisition adjust:aent and changes to PPW' s approved rates and 
charqes. On January 28, 1991, Utilities, Inc., through its 
attorney, tiled a 110tion requesting deferral of the rate base 
issu .. froa thi• docket to the forthcoming rate case. utilities, 
Inc. al.a vitbdrev it. request for changes in the rates and 
charges . 

Application 

Tb.a application is in compliance with Section 367.045, Florida 
Statutes, and other pertinent statutes and administrative rules. 
In particular, the notarized application contains : 

--...-·~--'---------.. -

DOCUMENT Nl'MG:R-DATE 

02 7 3 9 M.AR 20 1991 

~PSC-RECORDS/REPORTmG 
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1. A filing fee in the amount of $1,800.00, as prescribed by 

Ruae 25-30.020, Florida Administrative Code. 

2) Proof of notice to interested governmental and regulatory 

agencies and utilities within a four-mile radius of the 

territory, and proof of advertisement in a newspaper of 

general circulation in Pasco County, as prescribed by 

Rule 25-30.030, Florida Administrative Code. 

3) Proof of notice to all customers of record pursuant to 

Rule 25-30.030(2)(g), Florida Administrative Code. 

4) Evidence (warranty deed) that the Utility owns the land 

on which its facilities are located as required by Rule 

25-30.035(3)(f), Florida Administrative Code. 

No objections to the application have been received and the time 

for filinq auch has expired. A description of the territory being 

transferred is shown on Attachment A of this Order. 

PPW is not in compliance with Department of Environmental 

Regulation (DER) standards. According to Utilities, Inc., one of 

the four wells has collapsed and another is out of service due to 

exceaaive iron. The consumptive use permit for the water system 

expired in July, 1989, and the DER sewer permit expired in May, 

1988. The sewer system is currently under a consent order for 

repeated pollution violations. Utilities, Inc. has agreed to make 

the improvements necessary to bring the systems into compliance. 

The OER operating permit for the wastewater treatment system 

expired on May 12, 1988 due to noncompliance with Chapter 403, 

Florida statutes. An inspection conducted in 1989 indicated that 

the wastewater treatment plants were not operating properly because 

of the high concentration of suspended solids in the effluent. 

This appears to be due in part to failure of the inner steel 

chaabers of the wastewater treatment plants. The raw wastewater 

mixed with partially treated wastewater in the clarifier. The 

mixture of suspended solids flowed into the percolation ponds, 

contributing to the failure of the percolation ponds. According to 

OER, the percolation ponds are improperly discharging. 

OER and PPW entered into a consent order, which has not been 

fulfilled because PPW cUd not make the improvements necessary to 

fix the ayatam. Recently, a new consent order was entered into 

which provides for the abandonment of the wastewater treatment 

plant upon connection to Pasco County's system. Arrangements have 

been made for bulk wastewater service from Pasco County upon 

connection to the county's lines. 
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As stated previously, Utilities, Inc., owns ar.d operates 
several water and sewer systems throughout the State of Florida. 
Utilities, Inc. has the expertise and capital necessary to make the 
required improvements and to provide the customers with a good 
quality of service. Therefore, we find that the transfer is in the 
public interest and it is approved. 

Certificate No . 107-W, held by Utilities, Inc., in Pasco 
County is amended to include the area served by PPW Water Company, 
Inc. utilities, Inc. has returned Certificate No. 107-W for entry 
reflecting the change in ownership. In addition, Certificate No. 
229-S, held by PPW Sewer Company, Inc., is hereby transferred to 
Utilities, Inc. PPW was unable to locate its certificates; 
therefore, certificate No. 229-S will be reissued to reflect the 
transfer to Utilities, Inc. Since Utilities, Inc. has a water 
certificate in Pasco County, Certificate No. 283-W, held by PPW, is 
hereby cancelled. 

Rate Base 

On January 28, 1991, Utilities, Inc., through its attorney, 
filed an emergency motion requesting that rate base not be set in 
this docket. In its Motion, Utilities, Inc. requested that rate 
ba•e be determined in the forthcoming rate case. No response in 
opposition to the motion has been filed. 

The Commission has the discretion of setting rate base at the 
time of transfer, pursuant to Chapter 367.071(5), Florida statutes. 
Rate base is usually established in cases involving the acquisition 
of existing facilities. However, there is a need to process this 
transfer as quickly as possible due to the urgent need for 
improvements to the system. Utilities, Inc. has agreed to make the 
improvements upon approval of the transfer. Therefore, Utilities, 
Inc.'s r•quest that rate base be established in the forthcoming 
rate case is hereby granted. Utilities, Inc's request that a 
positive acquisition adjustment be included in rate base will also 
be addressed in the rate case. 

Rates and Charges 

The rates currently in effect for PPW are as follows: 

water 

$5.36 per month for the first 4,000 gallons 
.53 for each additional 1,000 gallons 
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sewer 

Flat rate of $6.41 per customer per month. 

PPW has no approved miscellaneous service charges, customer 

deposits, or service availability charges and none are approved 

herein. 

Acoordi~g to Rule 25-9.044(1), Florida Administrative Code, 

the new owner ot a utility must adopt and use the rates, 

classification and regulations of the former operating company 

unless authorized to change by the commission. In its application, 

Utilities, Inc. requested a change in the billing cycle from 

aonthly to bimonthly and requested approval to collect 

miscellaneous service charges. However, on January 28, 1991, 

Utilities, Inc. withdrew its request to change PPW's rates and 

charges. Utilities, Inc. will request the changes in the 

forthcoming rate case. 

Utilities, Inc. shall continue to charge PPW's approved rates 

and charges, as set forth herein, until authorized to change by the 

CODDilisaion. Utilities, Inc. is directed to file tariff sheets 

reflecting the approved rates within 30 days of the date of this 

Order. This tariff shall be effective for service provided or 

connections made on or after the stamped approval date. 

It is, therefore, 

ORDERED by the Florida Public Service Commission that the 

transfer of facilities from PPW Sewer Company, Inc. and PPW Water 

Company, 5728 Major Boulevard, Suite 700, Orlando, Florida 32819-

7996, to Utilities, Inc. of Florida, 200 Weatherfield Avenue, 

Altamonte Springs, Florida 32714, is hereby approved. It is 

further 

ORDERED that Certificate No. 107-W, held by Utilities, Inc., 

is hereby amended to include the territory served by PPW Water 

Company. It is further 

ORDERED that Certificate No. 283-W, held by PPW Water Company, 

is hereby cancelled. It is further 

ORDERED that Certificate No. 229-S, held by PPW Sewer Company, 

is hereby transferred to Utilities, Inc. since PPW sewer company 

was unable to locate its certificate, Certificate No. 229-S shall 

be reissued to Utilities, Inc. It is further 
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• 
ORDERED that rate base shall be set in a subsequent rate case 

proceedinq. The appropriateness of an acquisition adjustment will 
also be determined in that proceeding. It is further 

ORDERED that Utilities, Inc. shall continue to charge the 
rates and charqes currently approved for PPW Water Company and PPW 
Sewer Company, as set forth in the body of this Order, until 
authorized to chanqe by this Commission. It is further 

ORDERED that Docket No. 900928-WS is hereby closed. 

By ORDER of the Florida Public Service Commission, this ~ 
day ot MARCH --~1~9~9~1 ________ _ 

(SEAL) 

ALC 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

by· /CIAt ~·) 
Chief, ureau of Records 

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 adcinistrative 
hearing or judicial review will be granted or result in the relief 
aought. 

Any party adversely affected by the Commission's final action 
in this matter may request: 1) reconsideration of the decision by 
tiling a motion tor reconsideration with the Director, Division of 
Recorda and Reporting within fifteen (15) days of the issuance of 
this order in the fortn prescribed by Rule 25-22.060, Florida 
Admini•trative Code; or 2) judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone utility or the 
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Firat District Court of Appeal in the case of a water or sewer 

utility by filing a notice of appeal with the Director, Division of 

Record• and Reporting and filing a copy of the notice of appeal and 

the filing fee with the appropriate court. This filing must be 

completed within thirty (30) days after the issuance of this order, 

pursuant to Rule 9.110, Florida Rules of Appellate Procedure . The 

notice of appeal must be in the form specified in Rule 9.900 (a), 

Florida Rules of Appellate Procedure. 
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ATTACHMENT A 

PPW WATER COMPANY, INC. 
AND 

PPW SEWER COMPANY, INC. 

TERRITORY DESCRIPTION 

The following described lands located in portions of 
Sections 5 and 8, Township 25 South, Range 17 East, Pasco County, Florida. 

Paradise Pointe West, Summertree and Arborwood at Summertree Subdivisions 

Township 25 South, Range I 7 East 

Sedjons 5 and 8· 
Commence at the Southwest comer of said Section 8 and run S. 899 28 ' 57" E., a 
distance of 1000.0 feet to the POINT OF BEGINNING; thence N. 00° 51 ' 28" E., a 
distance of 5277.70 feet to the North line of said Section 8; thence N. 00° 32' 21" 
E. a distance of 679.83 feet to the South R/W line of State Road 52; thence N . 6 I 0 

34' 03" E. alon g said R/W line, a distance of 380.33 feet; thence around a 3869.7 
foot radius curve to the left, an arc distance of 491.55 feet. a chord bearing N. 
57° 55' 48" E., length 491.02 feet ; thence N. 54° 17' 33 " E. along the South R/W 
line of State Road 52, a distance of 2043.50 fe.et; thence around a 1860. I I foot 
radius curve to the right, an arc distance of 944 .70 feet. a chord bearing N. 68'' 
52' 35" E., length 934.43 feet ; thence run S. 099 25' 19" E .. a distance of 500.25 
feet; thence run N. 84° 25' 33" E., a distance of 283 .60 feel. thence run S.. 02° 32' 
46" W., a distance of 4912.99 feet ; thence run N., 899 08' 32" W.. a distance of 
1495.0 feet, thence run S. 02° 32' 46. W., a distance of 2596. I 8 feet; thence run 
N .. 899 28' 57" W ., a distance of 1902.57 feet to the POINT OF BEGINNING. 



TO: 

FROM: 

RE: 

• 
MEMORANQUM 

March 18, 1991 

DIVISION OF RECORDS AND REPORTING 

DIVISION OF LEGAL SERVICES (CR~~ 
DOCXE1' NO. 900928-WS - APPLICATION FOR TRANSFER OF 
FACILITIES AND CERTIFICATE NO. 229-S FROM PPW SEWER 
COMPANY, INC. AND PPW WATER COMPANY TO UTILITIES, INC. OF 
FLORIDA, CANCELLATION OF CERTIFICATE NO. 283-W AND 

AMENDMENT OF CERTIFICATE NO. 107-W IN PASCO COUNTY 

Attached is an Order Approving Transfer and Setting Rates 

and Charges to be issued in the above-referenced Docket. (Number 

of Pages in order - 7 ) 

ale 

Attachment 

cc: Division of Water and Sewer 

DOCUMENT NIJI~cER-DATE 

02739 MAR20 t9S1 

rPSC-RECOROS/REPORTING 



lll:FOJ<J: Til E FLORIDA PUI3L h . !> EHVl CE COI-IHl SS I O!I 

I n rc : Peti t ion t o r rate increase 
1n P .t !.i CO County by UTILITIES, J HC. 
•) !" FLORIDA 

DOCK ET 1/0 . 9 10020 - WS 
ORD!:.R HO. 2S82 1 
ISSUED: 02/ 2 7!~! 

The foll owing Commissioners participated in the disposition of 
thl!j ma tte r: 

J. TERRY DEASON 
BETTY E/\SLEY 

/d ' f' Et\ !UdiCES : 

h'AYIJ E L. SCIIIEF~.LI3ETN , Esquire, Ga t lin , h'oods, Car l son & 

Cowdery, 1709-D Mah~n Drive , Tallahnos ee , Floridn 3 23 08 
Qn ht?h ,slL..r t U ti l it j c> ~L Inc . of fl ori Q.0 

J ;\ CK S II RF:Vf. , Esquire, and H. F . MAtl!l, II , Es quire , OU:i c e 
o t Pu l)ll c Counsel , Claude Pepper Building, Room 810 , Jll 

W0- t Madison Street , Tallahassee, Florida 323 9 9 -1 ~ 00 

9IL h£hll l 1 o f the Ci ti z.£OS of the StQ!:c> o f Fl o rida 

CAT!!l-.Klii E BEDELL, Es q u ir-e, Fl o r 1d a Pu b li c Servi ce 
Co~mis s ion, D1vision of Le gal Ser v i c e s , 10 1 Ea s t Glines 
Stre et, Tallahassee, Florida 323 9~ - 0863 

~u_QQb , Jt o t thQ~Qmmiss ion Stat~ 

OAVID E. SMITH, Esquire , 
Commisnion, Office of General 
Street, Tallahassee, Florida 
c ounsP) to the Coromjssiooers 

F J or i d 8 Pub 1 i c Service 
Counsel, 101 East Goines 
323 99 - 086 3 

El t!liL__9_B~ S ITTING g;yn;s AND Cllb RC. f,S AIJD 
REQUIRING REFUND 

!3'!' 1'1! 1: COZ.:IH :55 1 Oli: 

DAC}<GRQUIID 

Uti Uti e!; , Inc . o f Florida (UIF or utility) i s u c 1,1ss 0 
utlli ty prov1din~ wa~cr and wastewater serv1~e for 21 sy s tems in 6 
c:ounti e s in Central Fl orida. UIF is a who lly owned subsidiary o f 
L: tll i tics, Inc . 1'hc Parndi:;e Point West (PP\v) water and wastewater 
~yste m Jn Pa:;co Co unty is located in 8 predominantly residentiul 
a r oa serving 715 recidcntial customers. The minimum filing 

L2 C26 ft.J2 7 19?2 

7PSC-RECC:?0S/REP0i<TI~i3 
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require ments (11FRs) indic\ltc t hat in 1990, revenues o{ $6o1,311 a nd 

$ 5 4, 996 were recorded fat· tho respect iva water and waste water 

cyotems. The corresponding net inc ome amounts were ($32, 6 o1 9 ) and 

($5,9J5}. 

On April 19 , 1991 , UlF filed an applicnt1on for inc rea !:ied 

water and wastewater rates for the PPW systems. The applicat ion 

wa s rejected because the MFRs were deficient . Ul¥ ~ubmitted a new 

tlpplication o n June 6, 1991 . The informati o n in this application 

sa ti sf ied the MFRs and the of!Jcial filing date was established as 

June 6 , 1991. 'I'ho uppl ica tion for increused ru te::; is based o n the 

projec t ~d twelve month tc~t year ended April 30 , 199 1. 

Oy Order No. 2 4259, issued March 20, 1 99 1, th e Floridn Pu blic 

Servi c e Comm i ss i o n (PSC or Commission) app r oved the ~ransfe r of the 

PPW Wdter a nd wast wa ter sys tems from PPW Water a nd Sewe r, Inc ., to 

UIF . UIF h as operated the PPW water and wastewate r systems stnce 

October, 1990 . The Comm i ssion ordered t hut n:tte ba5e und the 

appr·opri •. tcncc!1 o f n il c qu isition fldju:3trncn would be dcte r r.nned in 

thi s r c1 t e cD:.;e . 

Jn ita <1pplic1tion, UIF r eque5 t ed finlll ra te s -.·hich ;,;auld 

qener~te annual revenues of $1 85 , 258 for water ser v i ce and $~~~.33~ 

fo r wastew~ter s ervice . Those requested revenues exceed t.1e t est 

.yea r revenues by $120,947 (188 percent) and $399 ,41 <1 ("/26 percen t) 

for water and wastewater , respectively. The u tility also requested 

inter im rates . By Orde r No. 24962 , issued August 22, 1 991 , thi s 

Co mmiss ion s uspended Ulf ' s proposed rates and grant e d a n 1 J5 

porcrnt in terim wc1ter rata increase, s ubject t o refund. Dy Order 

llo. 24277, issued t-1arc h 25 , 1991, this Commission gr<lnted a 3~~ 

percent inte r im wastewa t er rata inc rease, subject to refund. 

The Commi :..sion a c }tno•..,l edged the inte rven tion of th e Off .i c o of 

Pu blic Counsel (OPC) by Order Ho. 24864 , is !Jued .Ju ly 29, 199 1. 

On August 26 , 1991, UIF filed u Request t o r Reduction of the 

Revenue Re quirement. OPC filed ~ Motion to OJsmi~s the case based 

o n th e f i 1 i ng o f t.he r eques t for a reduction in the revenue 

requiremen· . The request was s ubsequently withdrawn. Cn September 

JJ, 1 991 , OPC filed a Hotion to Dismiss, Taking into Account 

Utll i t.y' s Noti ce of Withdrnwal . OPC also rcq u en t c d oral a rgument 

o n th e motions and leave to file a reply t o t he utility's r esponse 

to the motion t o dl r>m i ss. A hear i ng o n OPC ' s Mo ti o n t o Dismisn w.1s 
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h0ld on Octobe r 9 , 1 99 1, in T~llaha~see , F l o r ida. OPC ' s notion wa s 
denied by Order Ito . 2560 4 , i ssu e d Janu a ry 6 , 1992 . 

/, prehearing conference was helJ on Oc t ober 16 , 1991, in 
1\.lll.lh.lssee , Fl o rida . A formal he<1r1ng was held a t the PPh' 
rccrea t ion centur in New Port Ri chcy, F' l or ida on Octobe r J 1 and 
liovc:nbe r 1, 199 1. 

On December 6, 1991, Ut J. lit ies , Inc. of flori da (utility ) 
t 1lrd 1ts Emetgcncy Mo tion To Reope n Di~covery And Record To Al l ow 
Vor l1 roduction Of Testi mony And Exhibits Ad d ress 1ng l ssues Raised 
r·or The First Time At Hearing asserting tll.:lt a t the hearing, t•.,o 
1ssues were rai sed tot the first time and th.:1t thes e J ssu cs should 
' ' " c onsidered waived, and if not waived the utility shou ld be able 
to reopen the r ecord to address these i ssue!j . One of the new 
j ssues r.:1i scd was the su ffi ciency of documentation in suppor t of 
thr- r<.~te base fi gures . After he;\ring on JdntJc"\ l·y l J , 1 992, t he 
corern 1 s~ ion denied the utility ' s motion. 

A mot1on hearing on the Uti lity ' ~ Emergency Mot1on t~ Reopen 
Pi:;covo:? ry and Record '<IUS held on J anu.:l t:y 13 , 1 992 , in 'I'.:Jlloha:..sec , 
I l o cld.J . In <.t poncl deci~ion , tho utt li t y ' s !noti on W<l t: dcnico . 

rJ l!IH NGS or Fr'\CT , LAH '\Jill P9 IJ£1 

lldving hedrd the evidence presented a t the formal hearing and 
h .1ving revic·..1ed th e recomme ndation of st<lff , a5 well as the brief s 
ot pa r t ies , we now e nt e r our findin~s and conclusions . 

STJ PULllTI OUS 

P r ior t o the hea r i ng, the parties and stc~ff ngrced upon .:1 

n umbe r o ! t;tipulati o n s . At the heoring , we <~ cceptcd th e f o llo ·.ving 
!; 1pul.1tions: 

1. The appropriate rate of r e turn on e quity 
should be d c termined based on the leverage 
formul<) that i s in effect at th e t ime of the 
agenda conference . 

2. The appropriate equity bal~nce prior t o 
r econc iliat ion to r ate base is $1,1 8 4, 0 42. 
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J. The> billing analyses s hould be adjusted to 

r eflect the actual ~lasses of cuztoncrs. 

-1 . The utility ' s proposed misccllancour; service 

charges chould be approved. 

5. The approved rates will be effective for meter 

reading:.:; on or n ft e r t h ir y day r; 1 rom th~ 

r> t amped i\pproval da te o n the revised tariff 

sheet~~ . The revised tnrift sheet::; will be 

npprovcd upon ota f f ' s vcr if icn ion thu the 

t~riffs ~rc consistent with the Commission ' s 

d ecioion and that tho proposed customer not1cc 

is ndcqu tc. 

QUALITY Of $ERVICE 

Our una 1 y s i::; of the ovcr·nll quality of scrv icc prov idcd hy the 

utility ia ba :;cd upo n e v ide nce received reqarding t h e utiJity' ::; 

complin nco with the ruJ cs o t the DcpClrlment o 1 Enviro.-'mcntol 

Roguln · Jon (D~R) and o ther rcguln~ory agencies , the q uality of tho 

·1ti lity ' s production o f water n~d '"'nstcwater , th e opcr .~ tion,'\l 

condition::; of the u~ility ' s plants ~nd customer satisfacLi J n . The 

custom r s were given two opportuni ties to pres ent evidence 

regarding quality o t 5erv i.ce and their concerns arc address ed 

below. 

The Wdtcr s y s t em has three we ll s which are presently 

operat ional . The water from the three •.tells is c hlorina t ed and 

sent to a hydropneunatic tank for temporary storage and 

prer;suriz<ltion before being released t o the di stribution s ystem. 

Pursuant to a DER Con r;e n t Order , the wo~tewnter treatment plant wa s 

ab~ndonod o n Apr i l 26 , 1991, for the following viol~tions: (1) no 

v.'\lld opcrrtting permit; (2 ) no approved ground\.'ilter monitoring 

p1nn ; (J) no flow mctc l- ; (4) i nadequote equipment to provide for 

uninterrupted p l ant operation ; and (5) unnuthori zec.l dio c h u r gc fr om 

the pcrcol<l tion ponds . In add ition to abandonment . the DEH Consent 

Orde r r equ ired th t wa~te~a ter b e sent t o F1sco County for 

t~eatnen And d1sposal . 

Mr. Gerald Foster , a "''ltncr;::; from DEH, t estified t lwt the 

drinkJng water sat i sfies all state a nd federal requirement !> for 

primary and r;econdary wntcr quality stilnda rds and t h e ut J1 j ty 
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m.1intains the required mi n imum chlorine rcsiduill throughout the 
di$tribution syGtcm. Mr . Foster fur ~or testified that DER issued 
a warning notice on October 1, 1990, for foilurc to maintain an 
adequate c hlorine rcGidual, which was withdrawn when DER determined 
that the utility was providing adcq•1atc disinfection of the water. 
Mr. Foster also testified that the W<ltcr treatment facilities and 
di s tribution system arc adequately sized, that the required minimum 
pressure is mai nta ined , that auxiliary power is provided, that the 
wells arc located a safe distance from pollution sources , that the 
~ater plants arc adequately staffed with certified operators , and 
thilt the water plants a r e satisfactorily ~ninta ined. OPC witnes s 
DeMc:a al:.;o testified thnt the plants ...1rc well m.:tint<lined and 
opera ted . Witness Foster testified th~t the only reported 
d e t1cienc y i n the water :;y!:; t e m wa s the failur e 01 th e utility to 
f i l e a c r oss-connection control program with DER. 

l1r. Pet e r Burghardt , an additional DER witnes s , teGtified 
LhJt thu wns t c wate r collection s ystem lS adequately s ized and that 
thr> lift statl o n::; s ati s ty DER requirements tOJ" loc .1tion , 
r e l i u~il i ty, 3nd s nt o t y . 

According t o the utility ' s r e cords , UlF r e c e ived ?. J s<'· vi c e 
cocp l aintc s i ne~ dssuntng opc r ntion o t the sy~t~m in Oc tober , 1990 . 

0 ( t hese complnintG, t~c lve concerned ~~c l1y dnd di scolore d wat e r , 
three concerned l o.,.· •..-.:1tcr pres:::ure, and t '.YO c onc erne d a blockuge in 
the wnstew...1ter lines . According t o their records, the u til i ty 
promptly responded to e ach of these co~plaints . 

Of the cu ~; tomer s uttending the hearing, upproximately 35 

tcstifiecl. Three of the customers complnined about smelly and 
diGc olored water . Six of the customers compluined about having t o 
pny for the high level of infiltration i11 the wastcw.Jter collection 
sys tem. Five of the customers questioned whether the util ity i s 
providing adequdte fire protection . One of the cu s tomers 
cornpl~ined about 3 c isread meter. 

Mr. Don.dd Rasmussen, a witness f o t· the utility , testified 
thclt the utility ha !'> tried to improve the water ' s smell and 
clppea ranee by insta 11 ing new chlor inc cqu ipment and rcgu lar 1 y 
f lushing the lines. Hr. Rasmussen furtt·er testHied that the 
u t1lity wns 3waro ot tho i nadequacy of th e system ' s fire fighting 
c~pnc ity and has taken steps to correct this problem by placing 
V.'cll No. 17 into service a nd by planning to have an operational 
w...1tct· intc t:connection with Pasco county . Utility witness Piltrici. . .~ 
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M. Cuddie testified that the utility has initiated ~ study t o try 

to r e duce the amount of infiltra ion in the co llectio n system. 

Upon con~ideration of the evidence , we find that the quality 

of Gcrvice provided by UIF in treating and distribut i ng water is 

sati~factory, and that the qual i ty of service provided i~ operating 

and maintaining the wastewater col l ection sy~tem is satisfactory . 

However, we find there arc several areas of concern expressed by 

the c ustomers which UIF should con tinue to address. These are fire 

protection, water odor and appearunce, and infiltration. UlF 

s h ould aggres~ ively pursue efforts to reach on agreement with Pnsco 

County to provide water for eme rgency f ire protec tion. 

Accordingly, we fjnd it appropl· iatc to r equire UIF to aggressively 

pu r sue reaching an agreement with Pasco Co unty within s x months o ( 

the d te of t his Order. 

Our calculation of the appropriate water and wastewa ' c r rate 

ases arc attache d to this Order as Schedules Nos . 1-A for ~ater 

And 1-D for waste\o:ater, with our adjustment:..; dttuchcd os Sch cdt lc 

No . 1-C. Those adjus t ments which arc scl.f-cxpl~srHltor or 

e ssentially mechanical in nature are se t forth on those schc dule3 

wi thou t any furthe r d i s cu!:Osion in the body o f this Ot·der . The 

mnjor adju~tmen ts arc set forth below. 

Ra e base f o r these systems h as no t been previously 

establish ed . To establish rate base, we consider the rate base 

value when the uti 1 i ty assets were acquired by UIF. Uti 1 i ty 

witness Cuddie testified that the orig:nal costs , the transfer 

balance, shown in the MFRs wo re based on an audit and an original 

cost study prepare d by the Commission. Those reports are the only 

supporting documents for the utility ' s original cost figures. 

According to Ms. Cuddie ' s teotimony , the utility obtnined, but 

chose not to rely upon, the previous owner's records b~cause the 

utility b e lieved those records to be unreliable. Util ity witness 

w nz also testified that the utility docs not typically rely on 

r ecords of acquired companl es . He furth e r t es t i Jed tha t the 

utility beli.cved it \.V ould be pr·eferable to rely on a Commission 

Order or Commission generated docunent for originnl cost 

information. 

At the hearing , it was determined thut there wa s no supportin0 

o r corroborative evidence to support the oudit and the cos t s tudy . 
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r o r t hat r eason, the audit and cost cl~~y w0re ruled inad~i ss ible. 

Ab~cnt thi s documenta ti on of orig inol cost::;, "''e lind that the 
r ecord is inadequate tor a de te rmination of original costs at the 
lirn0 o f trans fer. Accordingly, we tind rate base at the time of 
t r ilns fer to t-e zero. SpecH ically , we find the value of th e 
following rate base components to be zero: abandoned was tewater 
t!'e<ltment plant; Wells t-ios . 2 , 1 5 , and 17; o,..•ater p la nt and watct 
tredtment p lant; wastewater c o llection plant; and the conncct 1ng 
~~t c r main. Therefore, the rate base set forth below is based un 
pldnt investments made by Ulf after acquistti o n o t t he sys tPms. 

The Le :-; t ye<~r ttpprov.ll l e tte r, dated February 7 , 1 9~ 1, 

ld~Jntl f i •tl the 1 :;~ uc oi. 'v.'hether year-end o t· i:.IVcraqe te ~t year 
s hould be Utllt::ctl in tlits r <.~tc C<Jsc procccd1ng. The policy o i. 
t h l~ Commi ~:; l o n in employing an average ra te bnse , rdthe r th~n a 
y0ar-r·nd r ,1te b.J:.>c , ba!;ed .in part upo n the decision ot the Florida 
Supr c·mc Cou rt in Citizqn~• o1 Fl o rida v. l!d \~}.; jns 35C. So . 2d 2 ~ ~ 

( Flil. 1 978) , .:15 we ll <lS several othet· cases . 

The yc.Jr-c nd .::"d t e base wa s tirs t utili~cd by the Comml ~ · - = o n in 
Flon da i n 1 953 . Rs· : rl o r jd.:l Po· . .-c r £QLQ_,_, 9~ P . U . H. 12 <) (1953) . 

:n h.1t C.:lsc the Conmission tound th<~t : 

" . . where a utility is in the tt1rocs ot unu s u...t 1 gro•,o~th 

<1nd contronted at the cn~e ti~c Wlth constantly 
incre ... si ng investment a nd <..pc rating co:.> t s , conventional 
notio~s of r a te m~king ~us t be adj u s t ed to the 
c ircumc tances and thiD is especiillly true whe re net 
earning s fail to k(:ep pace with heavy additions made and 
to be ~:lde in plant inve!;tmcnt. " 9'1 P.U . R . at 13~ . 

Subs~qu e ntly, the fl o rida Supreme Cour approved the use o f 
yt' o..~ r-cnd l' .Jte bd s~ in ~-Uy_o_Llii.!.18.i_ v_,_ _FJ or_id\1 publi c Scrvie<;~ 

~OJ:tl!!..l l;fi.!. OQ , 208 So . 2d 249 ( Fl it. 1968) . In that o pinion , the Court 
c Jrelu lly st ressed, however , that the year- e nd rate base sho11ld be 
regarded <l~• .1 deviation fr om the n or~:~ , tnd th <1t ts use was proper 
onl y when: 

"uti ltties ( were) endeavoring to cope with extr<Jordinary 
needs tor their services due to abnormal population and 
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econom i c g r owth conditions wi thin thei r se rvi ce a r eas ." 

208 so . 2d at 258. 

The Court f urthe r suggested that usc of the ave rage test year 

~hould not be departed from except in the most unus ual and 

extraordinary situati on~ where n o t to do so wou ld res ult in rates 

oo l o w as t o be confi scatory to the ut ility . 

In Citizen~, tho court analyzed the r espective a r g uments of 

he parties : 

1 t i s appa r en t, however, th a t th e average ra t c b<tse 

upprooch ca n produce a diotortcd p ic ture o t fut u r e 

cond ition s whe n the company i s experienc ing cx tril o r dinn ry 

growth duo to r pidly incrc us1ng d ema nds t or 1 s 

s~rvi cc>::>, ::; in periods of gruat popul.t tion 1nfl ux , o r 

when o th e r f ac tors arc forc 1ng investme nt c osts u pw~ rd 

witho ut a c onco,i t ant increment in r e venues . Thls la tte r 

phe nomeno n, c ommonly refe rred t o as "n t tr 1 t ion," is 

princ ip lly the by-product of inflation ... . Our revic~ of 

the record indi Lates tha~ the Cor:~mi ss ion' s concern t ~r 

the erosi ve c f! ect of attrition on the compa n y' s ab1Jity 

to earn its fair rate of return i o indec>d well -fo unded . 

We do no t, however, conclude from that fact al o n e, as the 

Commission did, that a yea r-end rate bn ::;e " i ::; the most 

prnct.i c al w~;~y by which to all ev i u t e the probl em ." 

Rather , we ho ld thdt a separate attriti o n allowance is 

the appropriate too l. Fo r one thing , att1iti o n is more 

e~si ly quantifiable than growth . ... ( J ] n future r a t e 

caaes , and on remand here, these uncertainties wi ll he 

elicina ted by having the Cornm1ss ion pred i cate its 

decis ion regarding the usc of a year- e nd rate ba ne solely 

on considcrat ionc of extraordi nary growth, and by 

roquir1ng all adjustments for a ttritio n to be encompassed 

wi thin a ::>eparate nllow<lnce . £i!j~,JS6 So . 2d a t 256 , 

258. 

Subscquo nt Conr.asci o n po li cy h as been shcl ed accordingly . 

H ~"'gdrding the u t illty ' ::; r e q ues t ! o r yr>.:lr- e nd r ate bast! , u til ity 

wi neso We n z test ified tha t the utility' s mos t s ubstantiu l capita l 

invc Gtn~nt c~me on the l aot dfty of the test y ea r . He t es t i fi ed 

that this investment was for tho DER mandated wa otewa tc r s ys t em 

interconnec tion . Mr. Wcnz also tes tifi e d t hat u no of an avernge 
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te::::: t yc.:lr wo u ld allow recognition of only hlllt of the inte r
connection coGt in r~te base, therefore, allowing a return on only 
h1lf of the utility 's investment. Mr. Wenz further tes tified that 
1 l the ut 11 i ty used an average rat.e base, it would have to 
1~nediate 1 y file a no ther rate case following th is proceeding . In 
.1ddi t ion, Mr. Wen z opi ned that year-end rilte base was selected 
l eca use it. wd s the most prudent and etf icient option for the 
Ut llity . 

L'tl lity ·-.·1t ncs5 CudJie simi l<lrly testifi ed tl1<1t use o t ,1n 
o~ ·:,•r ,lge r<.1tc base in detcrm1n1ng r il t es wou 1d not Jilitly rctlect th e 
·c.~; t o t providing ~ c rvice , nor prov ide a t .. ur rate o f return o n 
1c tu<d inves t ed cap i t al , and th<lt it would t orce tne utility to 
. r.~ed1~tely t ile for another r a te increase . 

Based o n the record betorc us, we find it necessary to i nc lude 
yen r- c nd Jnvestments and expenses in order to insure tha t th e rates 
~e t in this proceeding will be compensatory . We dis t i nguis h th e 
in~tan t r a te CtlSe ftom Citi zens because the uttli t y ' s circ ums t ances 
. .u· e no t th l: by - product of inflat1on, but <n·c th e res~ ! t of the 
util l ty ' s endedvorinq t o cope with e xtraordina ry needs du<.: t o Di:.H 

rPqul re ments whi ch the s t a tute requires us t o consi 'ier . 
/\ccording ly , ·..~e ilppro\c the uti l ity ' s request to use yedr-er .d ra tP 
base . 

The uti li ty capitali zed expLnscs totalli ng $2,152 f o r wa t e r 
.1 nd $2 , 005 f or w~stewater .::~s organi za ti on.:tl cost s . These c.:osL:.:; 
wer~ described as purcha ce cos ts by utility witness Cuddie . The 
Nntiona1 Associ0tion of Regulatory Ut1lity Commissioners (N AR UC ) 
Inst ruction 16 requires purc hase cos ts of util it y s ystems to be 
t:hdrgcd as dCqu1sition adju s tments , not ~s orqilni z~ tional coste . 
Accordingly we f ind it nppropriate to reduce the o r g.1 n iza ti o nal 
cos t a c count, and increase the acquisition adjus t ment accou nt by 
the amounts descr i bed above. Correspondi ng adjus tme nts to 
acc umulated depreciation and deprecJiltion expense arc al so 
requi red. Accordingly , accumulated depreciation i s r educed by $~ 6 

il nd St.4 and depreciation expense is hereby reduce t by $8 0 and $ '/6 

fo r the r espective wa ter and wastewater systems. 
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Pro forma PJ 2nt 

The utility's pro forma adjustments t o general plant r epresent 

allocations of common plant from a n affiliated company, lvater 

Servic es Corporation. These adjustments are allocated provisions 

for c omputer mainframes , vehicles, and other common assets . Thes e 

facilities serve the utility ' s customers. Upon consideratio n, we 

find that the pro forma adjustments to general plant are r easonaole 

and prop•rly included in rate ba s e. 

~~;U vo Unac counted-for-h'nter 

Unaccounte d - for-water is determined by deducting the a mo unt o t 

water sold t o ~ustomers and the amount o f wate r los t due to line 

flushing and line breaks from thP amount of mete r e d wate r le~ving 

the water plant. Acco rding to the utility's MFRs , the uti li ty h~d 

.6 .4 7 p e r cent unaccounted-for -wate r du ring t he te s t y ea r. 

Util t ty w : tnes s Seidman testified that 1~ . 98 pc r ccn · o t water 

pumped is <.l reasonable amount of una c c o unted-tor-wdt c r s 1nce the 

sys t e m ha s a lo·,.o ave rage res ide ntia l con s umpti o n. OPC •,; i tness 

DeMcza testified t h at 1 0 p e rcent o f wu t c r so l d is iln acccpt.J bl e 

level of unaccounted-for-water. 

The uti 1 i ty has n flu s hing prog ra m but docs no t 1: cep r eco r ds 

of this water use . Therefore , we have not con ::> idered flu s hing in 

the unaccounted-for-water calculation. In the fut ure , UIF s hal l 

keep r ecords of the estimated wate r u !:led for flushing . These 

rccordn will a llow the water used for flu s hing to be c o n s idered in 

t h e unaccounted-for-wa ter calculation. 

We agree with witness DcMc za thnt 10 percent of wate r p ump ed 

is a reasonable level of unaccounted-fo r-wate r for thi s s y s t em . 

Therefore , wo find it appropriate th~t the 1 6 . 5 p e r cent of 

a dditional expenses r e sulting from the 26. 5 p e r cent unacc ounted

for-water be removed. Accordingly , e xpe n s es f o r purc h ased p ower 

and c h emicals have be en r e duced by $1,~ 89 and $3 06 , r espec t i ve ly. 

f:1ftrgin Roscrvc 

In its application the utility did not reques t a ny ma rg i n 

reserve based on its determination that both the wate r and 

waGtewatcr systems were 100 percent used a nd useful . OPC witnes s 

DeMcza testified that no margin reserve s h ould be inc lud e d s ince 
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t;u rn.mt customers would h <tve t o p.:1y for futur e expansion of 

L t <.: llltles . noth utility \.Jitne:;:;us =~tts mu:;scn and Cuud le t e!:itified 

that the ared ~crved by th e utility has no~ e xpe r1enced any growth 

o..~nd tha t UlF ht!s no plam; tor tu ture development at PPI>.' . Upon 

con s ideration, we find it appr·opl iate t o ma ke no allo.,.•ance for 

r.hl HJ in rese rve . 

UIF completed insta lL1ti o n ot. the new mastet· t...'<~Stl:~ t,.,·utcr lilt 

s tation and interconnrcted with P<l s co County on ,\prll 26 , 1 99 1. 

The l i!t s t1t1o n is a ::;iJ( -t oot di.,rr.eter· ·..,et. well with t•.vo 600 

q.t l lons per m1nu t e (gpm ) pumps that r cceivr and then pump 

~o·,1 s · cwatcr t o l'osco County. 

ore '""ltne::;::; Dc11czu cnlcul.:~ted that the lllt S ti'lt.J o n lS 37 

percent used a nd useful ba s~d o n the water plnnt capacity and the 

·..;.~ :; te~o.·.::~ter t lo·..:s . Utility witness Se idman test it i e d th<1t the u:... c d 

and useful c.J l c ulation for the lilt stat1 o n s hould be based o n the 

l1ft s tat ion des i gn par.1mctcrs and not th e wnter pl..1 r' t c .Jpac i ty. 

He turth e r te s tif ied t hilt the muster· lilt s t.:tti o n is s ize d to 

r:l."lt :ll.lin thf' rr.: ninun tl o•,.,. veloc1ty for· the three n i l <."! ~; c-r tore'-' 

nt~ln connec t1nq I. e litt station w1th P<:l :;co C"ounty' s r •.:ce1ving 

!~ .dt io n. :~t · . :,;cddm<~n te-st i f i cd th;tt nJthoU<Jll the litt s t..:1t1o n c.111 

c~ccommod .. te t ulur-• gro'.-.•th ~n·hich may occu r , it C<~nno t be downsized 

o S0 t·vc the e:o :.; tJng tlo'.·'G •,,•ithout jcop.-lrdizing its <.1bility to 

rnulnLiltn the r e quired mi ni mum wast cw~ t er v n l oc ity with t~ e 

fr ic tional l ooses which occur in th~ f orce mni n . Witness seidm~n 

cl lso tcstit ied th~ t the six-foot wet well is the minimum size whi c h 

could be constructed even if o nly exiGti ng llowG were considered. 

We ilgr<.!e •.d th v.'ltnC's s Sei dman ' ti t esti mony. Accordinqly , we 

find the U 1 t st.:ltion to l.Jc 1 00 percent Js ·d and useful. 

In hi~ test imony, OPC wttne:.;s DcMez.:t C ..:1l ~ ul .1 t: e d th..:1t th e water 

di s tribution syst<;m c.Jn serve 5,319 equivalent re s ident i~ll 

connt..:c t.ions (F.RCs ) by dividing the water pl dnt car.Jcity of 500 ,000 

CJ • .ll lons per d-.~y (gpd) by 94 gpd. Hr. Dd-leza a l sv t.est1fied th ,-tt 

Lhu wastcwnter co l lection system can se rve 1, 952 ERCs using th e 

~00 , 000 gpd wate r plant c apn c ity. 
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Utility witnes s Se idman tc~tified thdt the w~tc r plant 

ca paci ty ha s no relatio ns hip with he nu mber of ERC~ tlat either 

the water distribution system or the wa stPwat~r collection system 

c n serve. Mr . Seidma n testified that the present water 

distribution sy~tcm conf igura t ion serves 7 1 5 r es idential customers 

and JO co~~ercial customers in the Arbor~ood and PPW subd i ~i s ions 

for a totdl of 1 , 585 EHCs. Mr-. Seidman t estified that the ERC 

cap city of the wastewater collection li nes should be based on th e 

715 lots which arc being served in Arborwood and PPW. 

We ugrC'e with l-lr. Se idman' s ca l c ulations . 1\ccord inq l·l. · .. ·e 

find the a ppropriate ERC capacity f or the Arborwood and PPW areas 

Lo be 1, 585 for tho wa t er d .l a tnbut ion sys t t!m <~ n d 7 15 t o r the 

was t ewate r collecti on system. 

Evon though the Horizon Club s u bdi v is i o n h~ s water and 

wa s tewater lines , it ha s no customers and no r eliable in ( o rma tion 

i s a vailab l e about how many ERCs Horiz o n Club c<.~n se r-·Jc . The ERC 

c npacity ia us ually require d to make used and use ful adju stments 

f or wa ter mains and wo s t e water Jines . However, a s di scussed 

e J ~ewher e in thi s Order, r:ate b.::tse at the time of tr .. ras t c r i~ bei ng 

set at zero . Therefore , sinc e the Hor izon Club line~; ·,.;c•·c incJudecl 

i n the prope rty trnnsferred to Ulr, ~·c t ind no u::;ed <1 - I usefu l 

adjustment necesaary. Accordingly, we mdk c no dcte rrni n ~ t i on o f th e 

ERC cnpacity f o r t he llorjzon Club subdivision . 

Intiltra t.ion 1s calculated by determin ing th e diff e rence 

between the amount of waste wa ter returned by the custome r s t o t he 

co l J cct1on sys t em and the amount o f · ... :o s te;,.•nter pumped t o Pasco 

Cou nty . Although i n tiltrotion e xis ts in all wa stewater systems , 

the utility admits that thi s system hn s an in t il trnti o n problem 

whi c h is du •, at loil s t in part, t o the rrev i ou:; utility o wne:·' s 

f ai lure to properly maintai n the s ystem. 

Because th e abandoned was tewater plant did no t 11ave a ny flow 

mea!;uri ng equi pment , it wa s impossibl l"' t o quant.ify the amount o f 

i nfiltrati on until the new ma s ter lirt s tation wn s finish e d on 

April 26, 1991. Since no histori cal flm.; infer :ta tion is .:~vai lable, 

bo th OPC and UIF estimated the flows by using a p e rcentage of the 

residential wa ter sa les plus an allowance for a reasonnblc amount 

of intil rati o n. The expen~es f o r purchased wastewater tr a t mcnt 

and powe r ca n be determined from the flow estimate s . 
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OPC witness De~cz n t~stiiied th~t 19,057 gpd o l i nfi ltration 

is reason~ble for th is system. We ag r re . Ut ilicy witness Seidman 

and OPC w i tness DcMeza di !>agrced on chc p e r centage ot wate r sales 

returning to the ~as te~3tcr col l ection sys tem. Mr. DeMe za opi ned 

lh<lt 80 percent is returned to the system . tole. Seidma n op ined that 

96 p e r cent of the water so les would b e r eturned to the collecti o n 

system since the d e velopment has a central irrJgation syste~ . we 

agree with Mr. Se i d man ' s calculati o n becaus0 i t ta~es 1nto 

considerati o n the central irrigation s yste>m. 

TlH•rc(ore , we find the appropriate percen <~CJ C ot W<l ter s~les 

Lo be u sed in the calcul.1t ion o t the <H:~ount o f · .. •ast:cw<J t cr returned 

to the sys t en to be 96 percent. Accordingly, · .. •e h.:~•Je reduced 

purch<lsed 'w<t !.1 te;.,ot(.·r t.rC<1tmcnt e>:pcnse i>y $ 1 40,0:3 <l nd purch.l srd 

pm.:c•r by $~ , 26R t ot· cxcr~sive in t il tr ilt.lCn . 

1\n acqu1s iti o n adjustment is the difference bet·..;een the 

purchase pr1ce <1 nd the pre viou s ow n e r ' s origin.:~l cos t amount. 

Pu1sua nt to ~ommission pol icy , rate ba s e inc :us i o n o t an 

acquisition adjustr.:ent is allowed only •..Jhcn e,.rr~1 o rdinary 

ci r cum!>t.<ll'ICC'S justi fy s uch trc~trncnt. Jn its <tppl icat ;~n. the 

utility rcqu~sted r a te base inclusion o f po~i t ivc ,-..;qui s ition 

adius tmc nts o f $52 , 000 for i t s water sys tem and 521, 000 tor i ts 

w~stcwater s ystem. 

Establ i !>hi ng the amount o f an ~cqu is it i on adjustment, requ · res 

..1 dctermin..1 t. ion of the ra tc buse of l hc o.~ cqu ire d compuny. This 

value is usually derived from the prcviou5 owner ' s boo }: s and 

records. Absent s uch inforna tion a n or ig i na 1 cost study m;:ly be 

employed . As di s c ussed in a n enrl ier portion of this Order , ,_.e 
ha v e determined for the purposes of thi s proceeding t h a t rate bnse 

at th e time of tra n s fer wu s zero . 

AccordJng to t es timony by u t i l i ~y witnesses Cuddic o.~nd Wc nz , 

the fin.:.~ 1 purchuse pr icc for the P PW s y:;tems con s i s ted of two 

p~r t s : an initial purc ha se amount o f $208,000 f o r the water s y s te m 

nnd $;!0 , 000 for t.he wastewater s yst em , a nd a tinal purchase payment 

umoun t based o n the Commission ' s d c tet·m inu t ion r f rate ba se in this 

proceeding. Utility witness Wo rn : . t .:-~ t ed th.:1t the utility is 

contractually obligated to pay acqu i sition adjustment amount G of 

$52 , 000 a nd $ 2 1,000 f o r the res p ec tive wate r and wa s t e water 

systems , regard less of this Commi ss ion's detcrmina tion of rate 
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base . 'l'hu z , according to 1-lr. We n z , j [ 11e Comm 1 ::;s1on wC' r· e to 

approve a $208 , 000 or i ginal cost b~ l a ncc for Lhe acgu1red water 

system , the purchase pr ice would be $ 208 , 000 pluz nn <tdd1tional 

$52,000 . Similarly, if the Commission npprovcd ~ zero rate bnse 

f or the wa ·or syste;n, the net pu rch~se pri ce ..,.ould be $ 5~ ,00 0 . 

Si nce we hnve established the amount o f rnte base at the time ot 

tri\ns fer at zero , based on tho t est i mo ny in th j s r ecord , the 

pu r chase price will be equal to the $52 , 000 and S 21,000 

acquisi tion adjustments regu~sted by the util ity. 

OPC ' s po~ition is 
granted because the 
acqu isition t~djustment 
cxi:> to Ju•- 1 fy the 
b,1 !.i(> . 

that a n ncqu . sit i on r\djustment should not be 
uti lity t a iled t o demonsLrutc thnt an 

existed , o r thut extraordinwr:· ci r c u mstances 
inclu ... ion o t a"ly Additional cos t ~• 1n rut~"' 

Tho uLi 1 iLy must demonstt·a te that e>:tr,IOt"d intlry circun~•'-•1nccs 

exisL for a positive acqu isition ad j us tme nt to be included in r a t e 

base. UtiJit~· witness Wcnz s t;:~ted t hilt the custoners .... auld derive 

the followJng benef its attributabl e t o the acqu is1t 1on· 

1 . 
2 . 

Improved qu~l ity or service . 
Efficient in s t a ll a ti on of 
improvements . 

DEH r equ1red 

J. UJ F ' !1 obil1ty t o finance ca pi .:~1 project!.; ,,t ,, 

r easonable cost . 
4. The county i nte rconnection providing f or 

pote ntial future se> r·vice to contiguou:> 
und eveloped land. 

5. UIF ' s access t o nu ti o naJ org .. H'Iiza ti on of 
wuter a nd ... ·astcwater utility pro fcs s i onu l s . 

Util i ty witness Wenz furth e r s tnte d lh1t if Pasco Coun t y had 

acquired the s ys t ems, the County would have co 11 cctcd a p l an t 

impacL fe>e of $1 , 5 7 9 for wastewa t e r and $600 f or wat e r from every 

h ome , o r a t o tal as~essmc n t of $1, 200 , 000 . 

Oar.;ed on tho diacusf>ion above ·• nd th e r eco r d i n thi s 

procccd.ing , 'ric lind that the> r eco t·d do<>s not C)<.;.:trJy demonstr·cJte 

t hat extraordindry circums ances ex i st co s upport a f i nd i ng t hat a 

pos J tlvo acqui si tion adjustment s hould be made. Accordingly, the 

utility ' s r equest for an acquisition adjustment has been excl ude d 

from our ra te base calculati o n. 
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fn it~ app li cat ion, the utility used the formul ~ bpp r oach, or 

o nc-e1g hth o t opc r a t 1on and nuintcnancc c>:pcnses, to c.:1lculate 

~c r~ing capitHl . This tr catrncnt compl: es with our Rule 25 - 30 . 437 , 

Florida Ad min i st rative Code, which prescri bos usc o t Mini mum filing 

R0quirement Form PSC/WAS 17 for Class A and B Utilities . Thi s form 

1 nc tructs t he applican t t o employ the formula approac!"l. The 

f ormul~ is easy to a pply and use of the formula r e duces rate case 

c xpe nac. Wh e n a nother method of calculating the working c a pita l is 

u:.>ct! , i"ISsoci •H: C'd rotc C\ISC' clli\rges arc di::;il ll owcd . 

OPC w1tncss El fr on testified that usc o t the t or~uld ~e thod 

d H• :: no t rt' <.: OCJI1 i zc t.hc p:.~tte:rn o t the ut i l i ty' s t"C'Ve nue rece tpts 

.sr H.l cxpence di!; bun;cMent and thot i n thi s Cdse, the true ... :o r•· Jng 

co~plt<t l could be zero o r n neg.:ltlvc amount· . Uoth ULl l 1ty wJtness 

\.'.·n.~ o~ nu OP<.: '"'ltness Ef fron tcst. ~ f icd ttl.:tt , based o n u r.r• c handling 

ot tll<' b1 l l :.; l r o..: Pc1:.;co County ! o r purch.t st!d treu tment, some 

b,•n · J IL !.i <lr c occ ru1ng to UIF ' !.i s ubsidi.:.try , h'a t e r· Se rvi ces 

Co t p o r.tt ! on ( h"S C') . 

l! tredc~ent expenses we re excluded from the f o r mul n meLhod, 

"''o t·~: ing C.l p i t :ll ..,·ould be reduced by $H, G66 for the wa stewa ter 

~y ~; c~ . lf o•.,tcver , we fi nd th~t it .is not ilppropri<~ te to i!: o l.:~t e 

thi!.i o ne expense item in establishing wor}:ing cc:1 pit.:1l. As 

d! ~cu ~ued below, we h a ve also d e termine d th~t ocp~ r~t e provisions 

f o r other component s o f ~orking cnpi tal wi l l not b~ c onsider e d. 

Upo n considerat ion , ..,., find tlw':. tlw r e c ord s upports usi ng tl. e 

t c rrnul<1 mcLhod 01 c .'llcul.Jting wod:i ng c.Jp : t.:~l o ver the lJ.::~ l ancc 

sh.,ct me th od. 

In its c alcul.:1tion of working capitnl c.d Jowance , the utility 

inc luded~ pro1ision t o r deterre d c h.:1rges of $ 2 5 , 000 for the wate r 

sy:.; t crn .:~nd $77,000 for the wastewater system. The d e ferred charges 

inc lude unilmortized rate case costs , the wastewater infiltration 

~; tudy , and the projected cost for retireme nt of the wa s tewate r 

tr u.n .. mc nt pJnnt. These d e terred charge~ are: expendit t res th.1t will 

be amortized over several years. Utility witness Cuddie 

acknow ledged that the MFR im;tructions specify that use of the 

f ormt. J a approilch to estima te working capital will res ult in a 

co~ respond l ng exclusion of deferred charges unless they relate to 
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income til xes on contributions- in-il i d - o f - cons t r uct ion ( CT AC) . 

Comnicsion polic y as noted in the MPH 1nstructions do -s not permit 

thi::; sepora tc provinion. Since the u.til ity c hose to usc the 

fonnu l n opprouch t o compute working capi tu 1, we find thll ,, 

separate provision f o r d e terred debits i c not appropria t e . 

Accordingly, t he utility ' s wo rking cop itol nllownncc i s reduced oy 

$25 , 000 for the water sys tem a nd $77,000 for the wastewater s y s t rm 

t o r e t lcc t tl.e r emova 1 o f the de! e rred charges. 

nased on our decisio ns and adj us tme nts discu s sed <tbovc, ""'e 

find the appropriate working capita l amounts t o br $1 1, 511 f or the 

water s y c tem and $25,865 for the wastewate r system . 

na sed on our dec1::;ions and adJu:..tments disc u :-;$cd nbo·.;r, '"'e 

f l nd that he ,1ppropr iate yei1r-end :·ote base 1 or h(~ .,.,.,, · c r ~ ; y ~;t ·m 

i~ $48 , 808 a nd tor t h e wn~tcw~tcr system is $ 7 0 ~ , 112 . 

CO~l'_QF J .b£1 TAL 

In it!.> l·lf'R f .lling, Ulf made an adjuctmen t to n .:movc all 

i nvestme nt t ax credits (lTCs ) and deferred ta xes fror.. t.h e pdrent 

capital structure prior to a l locating the capital st ructur e do~n lo 

PP\v. UIF s tated that the investment tax cred i t s .1nd uccunulated 

de ferr e d 1ncone taxe!:; s ho u ld not be a ll o cated to pp·,.; becau~. i \..a s 

not acquired befo re the t ax c r edits a nd de t crrud t~xc s were 

i ncurred . 

llov:evcr, at th e he 1·i ng, u tility ·..,titness \,· (~ nz stated tha t 

those ITCs a nd de.crred taxes tha t c an be specif i c~J ly ide nt if i ed 

to t he s ys t em or s ystems s hould be i ncl uded i n the cap ital 

st ructur e . h'e c1 g ree . Mr. h'en z a l so testi fi e d tha t no ITCs 

s u r vived the transfer of PPW assets lo UIF and that the deferred 

taxe s created by t h e part ia l year own r:-;hip of PPh' nssets by Uff 

totol $7 , 576 . 

Accotdingly, we f i nd the oppro p ria te bu lanc e o ( I TCs and 

deferred t~xes to be inc l uded in the copital structure i s zero ~nd 

$7,576 , rc ~ pect iveJy . 
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At thQ prehearing conference, the parties and Staff s tipulated 

t lw t the accounts payable to as soc ia ted comp.1 n i es should be 

1ncludcd in the capital st ructure nt a co~t rate o r 9 . 86 pe r cent. 

At the conc lus ion o f the hearing, th is stipul~tion was no t accepted 

because of a concern that there arc certain savings assoc iated w~ th 

the delay i n payment to Pa s co County fo r w~stewatcr treatment which 

in essence con~tituted a cost-free source of funds that need ed to 

be accounted for in the ratemnY.ing process . The p.1rt1es were 

directed to address whether this Lenefit s h ould be u:..;cd to reduce 

the c o::ot rate o1 the intercompa ny pay\lblc o r ~r.·hether it s ho uld be 

included in the working capital ca lcul~t1on. 

U1 F con tends that the intercompo:~ny <1ccounr. should be 

consider ed equtty. Also, it i~ UIF ' s positi o n that ~on s i dcr ing the 

lt1g ln or:c p.1y .. 1ble iqnorc s c ountcrv.:dl ing lntcrcompdny rc<.:etvoblcs 

t or which c:o:npa t· .. lble or greater l c.~ gs mily cx1st.. OPC drgues th<.lt 

th <• lag should be com: i dercd i n the worY.i ng ca p ll<ll t.:illculatton. 

HegarJinC) the lag in payment!:. to Pasco Cou nt./ , util 1t.y 

w1tn0sscs Cudd t~ and Wcnz testified th~t when th ~ company rece ives 

an invoice tor t.llc pn yment to Pacco County for w:-l s tc ,..<.~tcr 

tren.r.:cnt: , I t is inc luded on UIF ' s books a s Jn c>:pcnsc: c~ nd the 

lntc rcomp.Jny l~·1Ynblc is c rcd1tcd , and <lt the stJmc ti me , 1:sc wi ll 

t.li-bit an intcrcomp <.wy receivable a nd ci·edit a paynble t o Pasco 

Count y. Further , ~ccording to thei r t estimony , wh e n the invoi ce is 

duu, W~C will pd y by credi ting its cash a ccount a nd debiting the 

p<ly<~ b lc to Pdsco County. After the tra ns uction , UIF will s till 

hdvc the i nt. e rcomp.:~ny p.:~yoJbl e r ecorded and h'SC wi 11 h ave the 

intercompany rccLiv~ble. Therefore , the amo unt of the intercompany 

paya~lc reflec t e d Jn the cnpitnl structure i s directly affected by 

Loth the receivables a nd payablcs. 

Although the benefit of the 1\lg in the Pasco County paymant 

r.:.~y not have been conside red, we find the 1'-lg could be offset by 

L1q!; in r eceivables that arc also on HSC's boo}: s . Recognition of 

o ne t.ran;,action without consideration of other s would not be a fair 

p1 ttctice . In addition, we find there i s a nee d to accurately 

r eflec t a!l co~ts o f service . However, bcc nu sc the cos t rate fo r 

liH' c\ CCOUnt:s p<~yuble tO aSSOC iated COmpnny ; S <1 pr·oxy derived by 

witness Mc~urcy, a n adjus t ment to the rate will not ne c ess tJrily make 

1t tJny mo r e prec ise. Further, we find tha t it is not possible to 

qu .111ti!y tlw impact of the l nq i n payabl e s o r rccc.ivnbl es from the 
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rec ord . There f o r e , a n y adj us t ment to the cost r ate ~,o,·ou ld be 

a r bi t rll ry . Accord i ngly, ~,o,·e f ind t hat it is not app:-opt.iate t o 

i ncl ude the be n e f i t f r o m t he l ag i n paymen t for wastewate r 

treutment ser vicc5 i n t h e account5 pay able to associated company. 

The accounts pa ya b le to associated comp~ny i s an intercompany 

accoun t t hat book s t rnnaftctions f r om the parent , Utilities , Inc . , 

t o t he s u bsidiary , UI F. Commission Staff witness Mdurey tos tilied 

t hat t hi s nt..:cou n t clo:..;e ly r esembles u per.mn nent line uf credit w 1 ~h 

UI F dr.:ndng d o wn fund s Cl$ needed and pay inq bact' f und ::. us it 

g e ncrl)tcs cash . Decause of the nature of this account , and because 

witho u t Ju nding from t h is account , UlF would h ave to rcce1ve 

capital from an al t er nate aou r cc , we l ind i t app r opriate to inc lude 

the accoun ~ payable to associated company in the cap ttal 

:.;tr·uctu re. 

Having dett'rmincd it a p p r opriate t o includ e the ,, ccount.s 

puyable to a ssociated company in t h e capital structure, we must 

also dcterrn1nc t.1e appropriate cost rate . The r.at c propu s ·d by 

Commission Sta!f wi tness Maurey, a nd p r eviously ag r e0d t o by th e 

parties , is 9 . 86 percent . Th i s ra t e is the cost of Cf"'bt t or the 

p,tre nt compn n y und is u :;eu by Utilit i es, I nc . to rletct-:llne the 

amou nt of i nte rcq t oxpense to be pnid by each subsidiary :o the 

pnrent. Although h o i nte r est expe nse is noL direc tly r • loted to 

t he in t e r company payable , t h e 9 . 86 percent i s used as ~ surrogate 

f or the cost of t h e i nt e r compan y account . We find this rate to be 

reasonable . Accor d i ngly , we f i nd the appropr iate cost r~te 

a s sociated wit h t he payable to be 9 . 86 percent . 

Bnned on the a djustments discu~sed nbovc dnd appli ~~tion o f 

Commission p o li c y , we find that t h e ilppropri~tc overall cost o t 

capi tal s 10.65 pe r ce n t . Th e range for cos t of c~pi tal is 1 0 . 21 

p<!rc e nt to 1 1 . 09 pe r cen t . Sch edule llo . 2-A shows the components, 

amounts , cost r ates , and we i g h ted average cost of capi tn I . The 

adj us t me nts to the cap i t al s tructure arc shown o n Schedttle No . 2-B . 

l l £T Qpf;Rl\TII IG J tiCOH E (NO I ) 

Our cnJculntion s or the approp riiltc level s o f HO I t o r thi s 

proceed i ng a r c a t tach ed os Schedules Nos . 3-A for wate r a nd J - B t o r 

wastcwatar , with our ad j u stments o n Sch c d u l c fl o . J -c . Th ose 

odjuotmen ts whtch a r c scl f -exp l anoto r y, or which arc essentially 
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mechanical in ndture, arc depicted o n those schedules without any 

further di ~cu!::s ion in the body of t.l1i s Ordcl". The remaini ng 

ddjus t.mcnts arc discussed below. 

Esc.1l j l t i Q.ILHa t c 

The Ut lli ty requested a general 7 percent esc.:Jlation fa ctor 

t o r uome of its operating expenses. Utility witnc~s Cuddie ~ tatcd 

that this f~ c t or wa s emplo yed where a fix ed ~ nd measurable c h a ng e 

could not be calcu l<tted . She r eported that the e:::;calilti o n l<1ctor 

wac designed t o dCcourt tor the total impilct ol inflat ion between 

the t es t yc.tr and February, 19 92. Sh e tezti t1 ed t.hi.lt 1n!lat1on fo r 

the year e nded f'ebru<Jry, 199 1 .,..·as t>. 3 percent. She further 

tcstiticd thdt nl lo•..1ance for thi s 7 percent c!:ica lauon ldctor would 

obviate th e util ity's need to see:!( a pr ice i nde x adj u s tment in 

1992 . Ul1lity Wltne:so Cuddie also t cst lfi ed tha t tf the ? percent 

C!";Ca lati e n were t~l lowcd , the util ity would no t 1 ilc f or a n Annual 

Pncc Index in lY~2 .1nc! rhc e xpen s e o r filing ~ or a pr.-tce index 

~ould be ~votcl~d . 

OPC •.dtnc:.;:; l:ltron tc :.; titicd thLJ t based on hi::; t·c/iew o f t:hese 

c scolntion cha r ges , the ch..trgcs arc " ca tch- ~all " allowilr:~cs wh ich 

t~rc not }: n m m ,1nd ne .:.~ ~;u ruLlc , "''hi c h s h ould not be author :. ed f o r 

r ccovct·y. 

We find that, DS a n estimate o f pa s t and pro jected infl~tion , 

the 7 percent escalation rate is reason-.bl c . further, we recognize 

that approv.:l! of the 7 pe r cent e $ca li.ltion rate wil l obvia te '_he 

m: d tor the ut i lity t:o seel· ~ 1 9~:~ pr i c e index <~dju:tment. 

Accordingly, we alao tind tha t the uti lity will not be allowed to 

tile for <1 1992 price index adjustment. 

In it application, the utility req ue:s t e d a $ 3 , 000 purc hLi sed 

..., . ._.tcr expcn~e bused on a S250 per month Po aco County b<Jse fa c ility 

charge for wa ter.-. However, utility witness Cuddle t es t i fied that 

there is no water service c urrently being provided to the utility 

by Pasco Co unty. The p<lrties ngrce tha t this cost should be 

excluded. Accordingly, we find it approprintc to reduce purc hased 

wutcr expense by $3,000 . 
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The utility r e quest ed a $2,000 provision for wastewate r 

reddi ng as a ma i ntenance expense . Utili ty witness Cuddle testified 

that s he h ad invoices t otalling $1,2 50 t o s upport this proposed 

expense. Accordingly, we find it appr o priate t o r educe: the pro 

forma a d j untmont !or mai ntenance by $750 to r e f lcct the uctu a l 

l evel of wa s tewater roddings . 

In its 11F'Rs the ut i l i ty included t otul est imated r ate case 

e xpense of $9 1 , 8 3 6. The r eported componen ts were $2 7 , 2 56 f o r 

accounting se rvices provide d by an affi liated company , St.,688 fo r 

travel expe nses , $55 , 000 for l ega l fees, $2 , 592 for expec ted 

Florida Publi c Service Comm ission aud it expenses, $1,800 for f iling 

fees and $500 for postage . At hearing , the ut ility intr oduced ~ n 

updated rnte case e xpen!:ic e xhibit indicating tot ~ll r."ltc c usc 

expen se of $15 5 , 029 . 

A~countiog Cgns ultunt - The util ity ' s final requ est fot accounting 

c harges '.Jas $70 ,l 9 7, an increase o f $•12 , 9 41 fr om it s Jriginal 

r e quest. These account ing ch r ges arc the capitaJ i~ed · ima ot t h e 

util i ty' s witnesses Cuddie tlnd 1-lenz . Ut i lity •..;it ·1ess Cuddle 

t estified that their time is no t a part of t h e ope r.:lt i ng and 

maintenance expense. She further testifjed tha t their time is a 

direct charge based o n their s ula r y expense and 25 percent of the 

admi nistrat ive cos t s . 

In its r a te case expcn~e exhibit an unspecified porti on of 

tjme was alloca t ed to a tra nsfer d0cY.et . Util i ty witness Cuc die 

was unable t o s peci fy the amount of time d e voted to the transf~r 

proceeding. Uti lity witnos~ Wen z estimated thu t about 50 percent 

of h is t ime i n January and February, and about 25 percent of hi s 

t ime in March, wa s devoted t o the trilnsfer proceeding and the 

limi ted proceedi ng docket . 

In ito rate case expense exhibit , t he utility indicated that 

Ms . c uddie s pent 2 , 080 h ours on thi s rate case Uti l ity witness 

Cuddie te~ tifictJ thnt beginning in J<:~nuary of 1~9 1 , s h e spent from 

160 to 200 h ouro per month o n this case . Hs. Cuddie testif i ed that 

thi5 procecdi ng was her f iro t rate case a nd that s h e had n o 

r egulato ry experience pr ior to 1990 . On cross - e xami nati on , Ms . 

Cud dic admi t ted tha t th is case was a l earning experiance . 
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We 1 1nd thdt , ba s ed o n the number of hours Ms. Cuddie devoted 
t v thi :.; <.: t~ z e, a s ub::; tantifJl amount of Ms. Cudd ie ' s time was for 

t!".sl n i nq . Accordingly, we have reduced rate case expPn::;e to 

(.• ll rn lnotc the expens e .1 s sociated with error:.; in the utility ' s 

! il 1ng . further, we find that the utilitt failed to e mploy prudent 

mea:;ure s to avoid rate case expenses. WI"' al s o t ind that the 
ut i l1ty has fnilcd to demonstrate that the additional $42 , 941 over 

h · · o rigina l reques t i s eeasont1blc or justified. Based on the 
r c· c·o r·d , we cH"C unabl e to quantify the cont relat e d to traini ng, 
0r ~o r :.; in the f il ing, Jnd t ime devo t e d t o no n-rat e c a ::;c a ctivities . 

F u c th e r , th e u t 1 1 i t y w 1 t. ne s s e :~ d i d not. a c c u r a t e 1 y i d 0 n t i t y s uch 
co ~; t s . l\cco r d inqly , ·.;e find t h a t the i\pp r o prii"lte .:~mount !ot· 

ciCCO Unt i ng ::;ervi ce::; tO be $ 2 7 , 2:J6 , the i.lffiOUIH: origin .. dly reques ted . 

1.<!·9.1~~,.,_;:; - 1 n 1 t s !i nu 1 reques t tor rotc c ase e>:pcn~e, the 

u t ility included an expe nse of $62 , 880 for legal serv1 ~es . We have 
r e v i owed the s upporting docurnC!nta t ion for thi s e >:pense 1 tern i3nd 
hd ve deLerml ned thu t the utility's documentati o n Wd S in<.ldequ.:lte t o 
s uppo rt a f i nd 1 ng tn.:l t .:1 11 of the 1 ega 1 expe n ses v..•ere prudent and 

necessary. f o r exa mple , mo ti o ns t o revise revenue requi r ements and 
count e r-proposol ~ t o ~l ~m is g the appli ca ti o n contr1but.~d to the 
o vcro 1 l leg..1 l cos t ~ . Howe v e r . we find the exa c t ho urs r ~ lating t o 
tho :;e: mea s ures ca nno t b e r eadily identified. ;,l so , nur.~erou .• h o urs 

~ere r e porte dly devot e d to unsp~c ified r esed r c h pro jects. furr~er , 

th r.· ,lpp<~re nt ine>:pc r jcnc c ot utility per!;onnel wi th rat.:! ca s e 

fi l 1ngs mily huvc contributed to adde d legal charge::; . We ; l s o find 

th<.~t legal e xpenses o f $1 , 052 w0rc inc urred because o ( defi c iencies 

i n the originul filing. Dc1 :.;cd on the f o rego ing, we find the 

a ppropriat~ amount of lega l se rvi ces expen s e s to be $ 55 ,00 0, th ~ 

u nount initially reque s ted. 

Fn9.ln!:.:crina The utility h az requested $ 6 , 2 ·~ 0 f o r eng ine ering 
expe n s es. Mr. Seidma n, th e util i ty ' " enqinee ring c ons ultant, 
pr c p;u·ed r e but t.1 l te:::;t imo ny, per f o r med rc cc.J r c h, ond tc~t if i ed 
dur l ng the hearing. Utility wit.ne ::;c Cuddi~ te s t i fi e d th<.lt the 

ut i 1 i ty docs no t hove the in-hou:;e r <:>sou r:cc:.; t o pro •: ide 
p r o (c::;sion,\1 e ngine ering ::.;erv ice !:i . Un ::; cd upo n Olll" r e vi e w o f the 

s uppor t ing doc umentation , we find the $ 6,2 ~0 pr o v is i o n f o r 
engineering c o s t ::; to be rea s onabl e . Accordingly, n o a~jus tment i s 

,sppropria te. 

l.tll.Ql.t~~~ - The util i ty•s book s and records are maintaine d 
outs i de Florida. The utility reported th~t $3,306 was incurred to 
rei mburs e Comm i ss ion aud1tors for the out-of-state o udit. Purs ua nt 
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to Hula 25-30.110 (1) (b) , Florid .:l Admini s trative Code , unless 

otherwise authorized by the Commission, tho utility is requir ed to 

main tai n its books and reco rds in florida. On cross-examinution, 

utility witneas Wenz acknowled<Jed t hnt he i s aware of the 

Commission pract ice of excludi ng the cost of out-of-state audits 

from rate ~aae expense. He testified that, in hi s opinion, that 

practice was unfair . We find it appropriate to require the audit 

expense to be borne by the utility. Accordingly, rate case expe nse 

is reduced by $3,306 for duuit expense . 

Misc~llanr:ous- The utility ha s requested Sl2,t.O£, for miscellaneous 

expe nses. He find that $1,2 96 of e>:ponsc for computer progrn mming 

and temporary employees Wds uns upported . In ~ddi t i un. we Lind ha~ 

$7,010 ot tr · vel expens e s was not s uf ficiently documen ed to 

s upport the full amount requestcu. Accordingly, we h..1vc r duccd 

miscella n~ous expenses by $3 , 505 . 

Sl!.l!!..I!lil c.Y - Ba sed on our findings nbove, we find th e approprlotc 

arno nt ol rate ~ase expense l or this proceeding toLe $9 6 ,1 01 . 

t\mQ. 1..izati on of De(grred C.hJl.r..ill' s 

1vnst ow0tc>r Tn~.Q..t;O-Qn..t; Pla nt Mntndonrn.~o -In 1t~ ar,>li cil t lon, 
he utility requested recovery of $50 , 000 for the D~H r.aunuatod 

wastewater treatment plant abandonme nt. The tre.::t tment f ac 1 1 i ty 

abandonment consisted of d isnantl1 ng nnd r·omov i ng the waste.,.,·a tor· 

trontment plant, cleaning he ponds , removing sludge , flllln (" in 

the ponds, and leveling the berms. On c ross -examination , utility 

wi tne~s Cuddle acknm,•l edged that lJl F' kne•.,r the wastewater plant 

needed to be abandoned when it purc hased the sy:::;tem. lfo•,..ever , 1-ls. 

Cuddle alno tco tifiod if the c0st of abandonment were not 

r ecovered, there would be no incentive for utilities to purc hase a 

dilapjdated s ystem and bring it into compl iance .... lith DER and 

Commission requirements . 

Although we ucknowl •dge that th... prev i ou:..; O'v:ner ::; ... .-ere 

YeoporH>ibJ • for Li1e plant' G dilapidated condition, ~oJe finu th <lt UIF 

did incur this co:;t und tlwt it is reusonab l o . Accord ingly , we 

find it a ppropriute to allow recovery of the ~0 , 000 cost of tho 

wa s t ewat er trentnent plant abandonment. 

I..n.(jJ,tration St~ - UIF has also requested recovery f o r tho 

$15 , 000 intiltration study cost. The infiltration s tudy's purpose 

is to find a nd repair leaks in the wastewater collection system . 
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UI F propo~cs that the infiltration study cost be cnpi t~l ized and 

amortized over the life of the <...0l lection s y s tem I n an cu rlier 

portion of thi s Order, we determine thu t th e utility has excessive 

intiltrution .and will no t be nll o.,.•ed Lo r ecover the cos t o t 

treatment l or approximately 34, 53 1 gpd ot excessive infiltration . 

Oascct on the level of infiltration, we find that the infiltration 

study is necessary. Further, we find that the $15 , 000 cost of the 

study is re.1sonablc. Accordingly, .,.,.e find it nppropriute to l.lllow 

r ecove ry of the $15 , 000 infi ltration ctudy cost. 

U<~ scd o n the rate b.:tse adjustments d1!jcussed 111 nn ~<~ rlier 

p tsrt of thi s Orde r, we (ind the <lpproprl.tt.e amount. ot. test: y2ar 

deprecia tion expense is$ <:,~ ;>-; for w,:ter <snd $b,ul'.J ! Or ''.'d St.C:'.,'dter. 

Uoscd on the level of r e venues and 0xpen~e !.: deterruned i n 

c.J rli er par·t! o l this Order, we tind th e < 1 ppropri~1 te .:~moun t of 

income tax expense i s $1,1 69 ..snd $11, 680 t o r '"ll c w.Jt.e r and 

Wil s tcwdtcr systems, res pec ti vel y . 

Rule 2~-14 . 004 , Florida Ad mi ni s trative Cede, requires that a 

purent debt adjustment be made for e.:~ch p.u ·ent level above the 

en tity who::;e capital s tructure i s u sed in setti ng ra tes. In an 

ea rlier portion of th is Order, \..'e determined thnt the c.1pit.a l 

struc ture of PPW ' s immediate parent, UIF , is appropriate to use in 

se tting PPW ' s rates. Therefore, a one-tier parent debt adju5 t men t 

lS required to recog ni ze UIF's parent, Utilities , Inc . 

At prelle dring, OPC stated that, although a p.Jrent debt 

adju~tmcnt is appropri.:~te, the final dollar amount is subject to 

the rasolution of othe r issues . 

At the hea ring, ut ili ty witness Wenz tes tified that ~he parent 

debt adjustment would represent a "double dip " for the same 

interest expe nse . Mr. Wenz ' s conclt:sion is I ased on our inc luding 

interc ompany payables in the capita 1 struc ture of PPW. However, 

our findim;s regnrdi ng intercompany payables , discussed in an 

earl ie r pat·t of thi s Order, recognize the tru e na tur e of the 

transactions taking place within the account. Debt of th e p.:~rent 
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is not impu ed to t he ut i lity . As sta ted by Sta ff witne ss Andrew 

Maure y, the cos t r~te to be assign d s ho uld not ~e eithe r ze ro or 

the parent' s cost of debt, it sho u 1 d be the co~t PI'H act t1a 11 y p a y s 

for u s e of the capi t al . We pr e vi o u s ly determined that rate to be 

9 . 86 percC'nt . Thi!l rilt e repre sent s o ur· d e t e rmtnution of :..;h a t PP\V 

pays for us e of Uif ' s capital and i s r:c lat r>d to the nmount of 

i nte rest expense PPW actually incurs . It i s not an at t e mpt to 

recognize the co!lt rate of the par en nnd d o cs not imp 1 y that 

parent debt has been imputed to PPW . 

Ba s ed o n the foreg o ing, ~e find that a p u r e nt debt ad j u !l tment 

of $ 3 38 is approprlnte . 

..ra ..Q.ru"' r·a tiog Income 

8asC'd o n th e utility ' s f i ndi ng ~nd our decisions IDdd" he r e in, 

we find t.h c a ppro pri ate tes t yea r· ope ri.lt ing t ncome is neqatj ve 

$ 26 ,14 8 f or the wa t e r s y s t em and ne g d tive $1 0~ , 5 1 7 i o r the 

wastewa ·er s y s e m. 

R~V EHUE REOUJ...BI;;I<ll~NT 

Dased on the utiUty ' a applicntion .::~ n cl ou r . o j u s t :nc n t s d n<..l 

c.::~lc ul a tl ol. s di scussed u bove , we find the oppro pr id t. c • nnuill 

reve nue r c qu 1re rnc nt. to be $11 6 , 976 f o r the wa t e r s y~ tem a nd 

$ 268 , 612 for the 'Hi\ S te•.wte r system . Thi s r e present s a $ ',2 , 66 1 

(8 1 . 89 p e r cent ) a nn udl increas e for the wat e r s y s t em dnd d $21 3 , ~ 69 

( 386 . 24 percent) annual inc rease f o r th e wo s t ewatc r s y s t. em , dnd 

will give the utility the oppo rtu r1i ty to r eco v e r it s exp e nses and 

t o eclrn a 1 0 . 65 p e r cent re t urn on its in ve ::; t me n 

STATUTORY t)DJ lJ ?.J't·U~ . .!lT 

Sec tion 3 67 . 08 15 , Florida Statu t es , pro vides i n p e rtine nt. 

part: 

(l)n the e vent tha t a r nto incren ~c i ~ g r- a n ted but in a n 

a mount less th a n cequcs ted, the rnt e c..1 ::.e e xpe n ses , 

i nc ludi ng c o s t 9 a nd attorney ' s fee s s hall be a p porti o n e d 

i n s uc h o W<'~Y that the public uti 1 ity !; '"htll u y n 

proportion of the rnte c a se expenses whi c h i s oqunl to 

the pu r centagc dif fcre nce betwee n the ra to i ncrf'o s e 

reques ted and the rot~ increase npproved. However , n o 

suc h apportionment s hall be allo'Hcd if it will cause the 
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utility' o return on equity to drop below its authorized 
range. 

Our c nlculations of this ad j ustment arc depi c ted on Sche du l es 
HoG . 4-A and 4 -B, whi c h a t·e attoc hed to this Order. Al ter 
cnlculat1ng the total revenue effect of the adjustment, we had to 
determine whether tho reduction in rate case ex~ense would reduce 
the tltility's return on equity below the range of r easonabl e ne s s. 
Tho rang e of reasonableness tor the overall rate of return i s 10.2 1 

pe r c ent to 11.09 perc ent. Dased on our calculatlons , if~~ ~ere to 
~pportion rate c a s e expense pursuant to the s tatute , thls ut1lity ' s 
r e turn on equtty would tall to 5 . 74 pe rcent, wh1 c h is be l ow the 
rnnge o! rudoona bleness t o r thi s utility. 

Accor d ingly, buned on o ur C..J l cul a ti on:.; and the di!;cu s nion 
a bove, .,..a t1nd Lhilt !". tatutory reduc r.ion 01 rate cc: sc e xpcn!;c t s not 
npp r o pr·iat(.• i n th l!~ c a se .1nu no .1d j us t rncnt h.J s bean maue: . 

ln itn appl :clltion , the utility r e que:J t ed i:l mod . ti cu ti o n t o 
it::: exin ting rar o s truc t.urc . The propos ed ••;Her r . . te s t.ru c ture 
inc luded a base fa c ility charge ba s ed on meter si ze with no minimum 
numbe r of gallons , a nd n gallonag0 c harge f o r each 1, 0 00 gollons 
c onnumed. This structure would ~pply to res idential and g e1eral 
service customers. for r e sidential ~a stewater , the utility 
proponcd one uniform ba~;e facility churge for all meter sizes and 
a gallonage charge (or eac h 1,000 gullons cons umed , capped at 
10,000 gallons. for general service wastewater, the utility 
propose d a base fac1lity charge based on meter size, and a 
gallonage charge for ea c h 1,000 gallon~ consumed, with no c ap. 

This proposed rate s tructure conf orm~ with c urrent Commi ss i on 
pra c tice on rat e des ign. Dur1ng the c us t omer t es ti mony, 011Ly one 
cu ~ tomer que r. t1oned why the flat monthly c h.:trge was billed to 
c ustomers when they were nway from home. 

Utilit-y witne ss Cuddic tcs ti t i e d that the rate 
change was designed to promote conservation and to 
equituble for all customers. She 1urther tes ti.fied 
s tructure does not d iscr imi nate between the high or low 

s tructure 
be more 

thu t the 
end user 
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b0c nunc only the actual usage io paid for through tho gallonage 

c harge. WitncGs Cuddiu agreed that the base charge prov1des that 

each cu::;tomor pay hie pro rata share of the related coot necessa ry 

o provide ::.crvice. She also te::;tif ied that the plant must still 

be maintained , regardless of how many reRidcn ts remain througt1out 

the year . 

It is Commisnion practice to usc the base facility charge rate 

st ructure for Getting rates because ot its ability to track cos s 

nd to give the cu::;tomorn some control over their water ilnd 

wa::;tcwater bills, thuo allowing a more eff ic ient usc of .,...a c r· . The 

st1:uc ture also r equires each customer to pay his pro rat:~ :;lwr o f 

the related coste neccscnry to provide ~rrv icc through the base 

facility charge. 'I'hun, thi s cha r ge in requ1rcd to be pa1d by 

cuntomcrs rrg rdloao o( whether they actually usc any wnter n r not. 

We flnd that the utility ' s requested mod i ! Lea 1on is 

rea:;onnblc and conform::. to Commi::~::oion practice . A<.:co r·d1ngly, we 

find it appropr iate to determine the ut~ li ty's r ates us1 ng the base 

f~ c i lity charge and gallonDgo rate structure desig n. 

In ite applicn tion , the utility requested <1 1 0 , 000 Cj ull o n cap 

on res idential was Lewatcr rates. Gene ral Servi ce Ja stewate r 

c ustomers would have no cap. Utility witneDs Cuddic t estified th~t 

tho 10,000 gilllon l evel w<~r; selected beciluse it Wils hougllt t o be 

appropriate and b~ sed on Co~mi~s ion policy . 

At the hearing, several customers testified that their nverage 

monthly usage was subotant: ill lly below 10, 000 gallons o month . The 

utility ' e own i nformation also d emonstrated this level of ur;nge. 

Wi tness Cuddie agreed that the revised bi lling ana l ysis showed that 

96 percent of the c ustomers use 6 , 000 gall o nR of water or less, and 

tha it would be more reasonable to use a 6 , 000 gallon cap. 

The CommiG s ion' s goal in setting a wa 5 tewatet· cnp iz to 

r cogn ize the general usage level of a utility' s customers in their 

daily usc . Wnt r used beyond that lovnl i s watr r probably u s ed for 

irrigation , and would not be returne d to th e waste~atcr ::;y~tem . 

Doth cuo omcr tc:..;timony and compo..~ny d.:1t.:l indicate that ,\ G, 000 

gullon residential wastewater cap would enc ompass the average us ngc 

of nearly all tho ulillty' u c ustomors. In additi on , it would have 

the bcneticial et t oct of l owering tho maximum bill, whic h would be 
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~n ~dvantage for the lnrge number of r e tired custome r6 Therefore, 
we find it appropriate to set the residential wastewater cap at 
6,000 gallons. 

!lilU.r.m c v c 1 (' 

In its application, the utility dlso ruqucsted a change i n the 
existing monthly billing cycle to a bi-monthly cyc Jc. l\t le <.~st 

~even cust0mers testified as to the hardship a change to bi-monthly 
billing would create for them . According to some customers, the 
combi nation of the substantial proposed rate hiY.e and other bi
mon thly bills, suci1 as !Hue Cross , was the primdry sour-ce 01 their
concern. Other customers testified that they could not ofiord to 
pily bills on a bi-monthly basis nt their current income level. 

Util:ty witness Cuddie testified that, in addit1on to mak ing 
the billing eye lcs un itorm thx:oughou t the comp~ ny, clwng 1ng t r om 
monthly t o bimo nthly bi 11 ing '..'Ould generate an approximate annuol 
savings of $~,817. According to Ms . Cuddie, meter read£ng expenses 
would be reduced, as r,.•cll as the mililing, supplle~> a1.d personnel 
expenses. llowever, as a rcsu tt of the ~ubst<.~ntial c us t omer 
te>s tiMony opposing the ch.1nye , witness Cuddle ild~nowtcdged t. .wt it 

the change pre~.;e ntcd u hardship to these customers , tlK utility 
would be willing to continue billing theM monthly. 

Based on the discussion above and on the strength of customer 
t rst inony opp0sing any change in billing, we find the appropria : e 
bil l ing cycle f or this utility :o be~ monthly billing cyclr . 

In itti appllcation, Uif reques~ed approval of service 
av~ilability c hurgcs and the application of its existing cervice 
.tv.:tilability policy to the PPh' systems . Bccnuse PP~v is in Ulf ' s 
certi ticated territory, we find that Ulf ' ~ sct·vi ce av<lilability 
po licy already applies to PPW. 

However, the cerv ice av<d lability charges reques ted for PP\v 

arc based on another system , and tlre no~ designe ! specific<llly for 
the PPW systems. Rules 25-)0. 56~ and 25-)0. 580 , flor irla 
Admlnistrative Code , provide for the development of se rvi ce 
av~ilubili~y c harges based on the projected growth in customer~, 
pJ.trl , land and other fact o r s for that spec ific system. Therefore, 
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c ha rges tha t arc found to be a pprop~ i a t c f o r o ne utili ty s y s tem ma y 

h a ve little or no a pplic3 b i lity to ano the r ut i lity s yste m. 

One method used to d eter mine ·.,rhethe r c onne c tion c hm· g c s ~;houJ d 

be e s t abli s h ed or modif ied is tho ca l c u l at ion o f t h e net C I AC to 

ne t pla nt ra tio, as prescr i be d by Rul e 25 - 30 . 5 80 , Fl o rida 

Administr~ tive Code. Th e Commiss i o n' s practice h~ s been t o r ev i e w 

a utility' s s t a nd i ng wi h in the mi nimu m 75 p e r c e nt r a nge and the n 

c are ful l y c:' V(.ll u a t o w~wther any c ha nge i s appr opr iate . Uti lit y 

wi tness Cuddi c og r e d tha t:, based on the uti l i t y ' s f ili n c; , PPiv is 

w•l thin th e r ange f o 1· bot.h wate r a nd W..l ::; t ewu t e r oper .:1 tio n s . Al so , 

as d i scu J:-ic d p r e v ious ly , ut ili ty wi t nes:;e !:> H<wmu s tie n .:tnd Cuddie 

tea tif l ed t h a t PPW is comp l etely bu i lt-out , t h .. t the s y ste r.1s a~e 

100 pe r c e nt u c nd a nd u ccfu l n nd t h n t t he area i s cxpe r 1cnc 1ng no 

g r owth. 

Ba sed o n tho f o r egoi ng di s c us n lon , we deny t h o u tll l ty ' s 

r e ques t tor serv ice nvail\lbi li ty cha r ges . ll m.,reve r:, we d o f 1nd it 

appro p r i ate t o apply t h e reques t e d se rv 1c e availd b l 1ty po l ic; o f 

UIF t o the PPW sys tems. 

By Ot e r s Nos . 2•1962 , i s sued /, ugu s t 22 , 199 1 , anc.. 2 ·: 2 77 , 

i:>su e d Ma ~ch 25 , 1 9 9 1, "''0 a p pro v ed inte rim Wil t e r n nd t cnpo rnry 

was t e wa t e r ra t es , s ubj ect to r e fund . Oased on the t e s t y ear e ndi ny 

Apri l J O, 19 9 1, i n e ri m wa t e r r ate s ·,.·ill gcne r .:~te $ 1 5 1, 20-: . Th e 

f ina l r a t e s app r·o vod here i.n .1il l g o ncrn te $ 1 1 6 , 976 , wh ich r esul t s 

in a differe nce of 22 . 6 percent . Accordingly , we fi nd it 

il ppropri ,J t o t o t"e q ui r c t ho u t .il i t y to ref und 22 . 6 pe r cen t of t h e 

wate r r e v enuec collec ted u nde r in terim r ates . The r ef u nd sh ~ J l be 

mad e wi th i n te r act i n acc ordance with Ru l e 2 5 - J 0 . 1 6 0 (~ ) , F l o rida 

Adm ini s t r . tl v Code . We f l nd that no refu nd i s r c qui :·cd o t 

t.cmporary wac t e wator r e venue!> bcc<:: u:Je t he f i na 1 r eve nue r e c;u i r o r.1 e n t 

is l a rg e r t ha n the t e mpor a r y was t ewater r e ve nues . 

Th e per mane nt t"il t e s r e ques t ed I' Y t ho u t l ily ,, redesig ne d t o 

produ c e a nnua l r e venues of $1 85 , 2':1 8 tlnd $454 , 38 0 f or: wate r nnd 

was t ew.:~ t e r, rPs pcc i vn l y. Tho r e qu e s t e d r evenues r ep r e sent 

i n c r asuo o f $ 12 0 , 9 t. 7 (1 68 . 7 perc~nt) for wntc r and $ J 99 ,1 J / (722 . 5 

pe r cent) f o r was t e wa ter ba s e d o n t h e tes t y en r ending April 3 0, 

t 991 . 
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WC> h<~vc <:stabl i shed the appropr iutc :-evcnul! r-equi remcnrs to be 
~110, 976 and $268,612 for w ter and wastewater, respectively, on 
, n dnnu.Jl ba::;is. The rates, wh ich we fi nd to be fair , just and 
r·eu:..>onilble , .Jre designed to ach icve these revenue requirements, 
l' !;i ng the lJilSC' f.-scility ch<:~rge rate structure, as di~cussed i n an 
r~r licr part ot t h is Order. 

The approved rates will be ef f ective for meter read1ngs on or 
~ I ter thirt) days from the stumped approval d.Jte on the revised 
t· drlt f s heets . The r·e·;isc d t arif f sheets • .. :ill be approved upon our
!;tn tl 's verific.:ltion that tne ti.lrlf t n arc <.:o n::.l~t.ent w1th th1s 
t::ornr.l i~;sion's dCCl:.>i o n, and thi.lt the p~opo!.;e:d customc !" notice i!J 
.ldeq Utl te. 

The uti 1 1 ty' s present rates, i ntc r 1m / tcmporil ry r.:t tc:..>, 

rc>quc::;tcd rdtcs, dnd our t.indJ. approved r utes .t rc set l o rth belo'..J 
t o r <... ompt.~ri ::on. 

F, ~ j ~i£.1ll.l .. ,_1_. _:1 n d ~.n.c· r-! lj__ s C·J:.YJ_c:!:: 

5/8 II X 3 /·l II 
31 t, " 

1" 
1 11 2 " 

2 " 
3 11 

' " ., 
G" 

l) t l l 1 t i' 
Present 
_j~,'\tC>S 

Utility 
I nte t· im 
......Bil..t_~ 

$ !J.J6(A)$ l2.60(A) 
:,.36 1 2.60 
!> . 30 l ? .& O 
5.36 1 2 . 60 
5 . 36 12 . 60 
5.36 1 2 . 60 
5 . 3(. l/..GO 
5 .J6 12 . 60 

C.!llon<:lg c Chilrgc 
s 0.~3(0)$ 1. 25 (0) 

Utility 
Proposed 
Final 

___l1;1 te.a_ 

$ 8 . 62 
ll/A 

2 1 . •, 1
) 

li lA 
68 . 96 

HI;, 
tl 1 ,, 
II I"' 

$ l . 'J3 

Commis!"'lOn 
Approved 

Fin11l 
J3 ,1tcs 

$ 6.76 
1 0 . 14 
1G.9 0 
33 .80 
54 . 08 

108. 1 G 
169.00 
338 . 00 

$ 0.90 
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r Si ze : 

All S izes 
Flat Ra t e 

Utility 
Present 
nates 

$ 6 .4 1 

Ga l l onage Ch a r·g e 
(pe r 1 ,000 gal l on~) 

Minimum Bill: $ 6.41 
Maximum Oi ll: 6 .41 

!1<::tc r S i 7& : 
5/8 11 x 3/ 4" 

3/4" 
1" 

1 1/ 2" 
2 .. 
Jll 

4" 
6" 

Ut i l 1 ty 
Pr-e s e nt 
_Rs1tes 

ll/A 
rl/A 
N/ A 
NJA 
N/A 
N/ A 
N/A 
N/A 

Gall o nage Cha rge 
(pe r 1, 000 gal lons , 

l~o Ha x imum) N/ A 

Hli.ST E\·IA'I'ER 

l-1onthly 
Rcs i dcntliJ 

Utility 
Interim 
R ~ltes 

$ 29 . 20 

$ 2 9 .2 0 
2 9 . 20 

~~UL.l ~c r v icc 

Utility 
Inter i m 

Ra t ('S 
H/ 1\ 
N/1\. 
N/A 
N/ A 
N/ A 
tl / 1\ 
tl I A 
N/A 

N/ A 

UFC 

Ut ility 
Pro posnd 

Final 
RytC!:l 

$ 1 9 . 54 

Commission 
Ap p r- oved 

Fina l 
__ R{Itcs 

s 9 . 89 

$ l/ . 79 $ 8 .41 
(t'.a >: 1 O:·IG) ( !-l .:n: 6 ·1G) 

$ 19 . 5 4 $ 9 . 89 
1 4 7 . t, .; 6 0 . J 5 

Ut ili t y 
Pr oposed 

Fi no l 
Ra t<.•s_ 

$ 1 ') . 5 4 
29 . 3 1 
4 8 . 85 
97 . 70 

1 56 . 32 
29) .1 0 
.;as . so 
977 . 00 

CL.'"'mi:.;!;ion 
/\fJIH' <..' VeJ 

Fi rw l 
__fu1.t ~B 
s 9 . 89 

14. 84 
24. 73 
4 9 . ·i 5 
7 9 .12 

1 58 . 2 4 
2 47 . 25 
4 9 4. 50 

$ 12 . 79MG $ 8 . 75MG 

Secti o n 3 6 7.001 6 , Florida Statutcu , r e qu i r es th a t r a t e c~sc 

e xpe ns e be appor-tioned for recover-y over a per iod o f f o ur- yea r s . 

The otatute further requi res tlwt the rates o f the utili t y be 

r e duced imnndia t e ly by th e a mount of r ate c a s e e xpe nse previou s l y 
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inc luded 1n the rates. This statute applicG to <~11 ra te c ases 

f1lcd on or after October 1, 19d9 . Accordlngl~·. ·we find tl1at the 
water ratez should be reduced by $12, 579 and the wastewater rates 

should be reduced by $12 , 578 after four ycilr s . The revenue 

reductions reflect the amortizud ~nnual rate case amounts plus the 
gro~s - up for regulatory assessment fees. 

The utility shall file tariff sh~ets no late~ thiln one month 

prio1· to the actual date of the required rotc reduction. In 
addition the utility shall a propos ed custor.\Cr letter setting forth 

the lower t':lte!.; and the reason ! or tile reduction . 11 the: utility 
files this reduction 1n c onjuncti o n with n price 1ndcx or p.:lss

through rate adjustment, scpar~te d a t a shall be tlled t or the pncc 
i ndc:x und/ o r pas!:;- through increase or dccrcd::>e and the reduct 1011 in 

the rate s due to the dmort1 z ed rate c ace expcns0 . 

1 n it~ <lppl ic<Jtion, the uti 1 i ty r equested dn 1\F!JDC r·t1 te of 

10.62 r-erce !~ t. On cross- exnmination, utility •.1itness Cuddie 
ac}: nowledg c d th;:tt Rule 25- 30 .11 6 , Florid<l Admln : r.tr·ative Code , 

require!; :::ub:niscion o! historic.:-:11 inl ormi! ti o n o n "n, veril qt..! bas1:~ 

to s uppo rt ..1 proposed ,\ FUDC rate. The uti l ity pr ..... .:tth:J Lhut 
intormb tlon in the for~ ot a late - til ed exhiblt . 

Pursuant to Hule /~ -30.116(2) ( c) , Florida t'\dmini s tri'lt.iv c• Code, 

il utility thdt hos not had its uquity return se t in a r ate ca.sc 
s hall calculate its equity return by applying thc ~os t recent. 
equity leverage formula to calcul o tc the return o n co~mo n equity. 

In this proceeding, th e utility stipulated that: the .:~ppropriatc 

return on equity would be determined based o n the l e verage formu la 
in effect at the time of the agenda conference . 

Utilizing the leverage tor mult..~ in effect <~t the time of 

/,genJo, set forth in Order Ho. 242116, we Lind the appr-oprintc 
returu on common equity is 12 . 83 percent. Dased on thi s 12.8 3 

~ercent return on equity , we find the appropriate AFUDC r~tc to be 

10 . 43 percent and the discounted monthly r a t e to be . 830 191 

percent. 

Utility witness Wcnz testified that the utility 
conformity with the Uniform System of Account:.> , 

is in full 
Accounting 
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Instt·uction 4, which requjres th<:~t each utility ::.hall keep its 

books on a monthly basis. 

When uti 1 i ty wi t nct;s Henz t,.,·as u skcd whether the accounts 

rocc i vnbl o and accounto payabl c j out·nnls arc posted monthly, he 

testified that t h o accounts receivable balances arc posted monthly. 

lie reported that t h e accounts payable cntr ics are posted on Lhe 

books of the wsc, an aff i liatcd scrv icc company . l'!r . \o.'cnz was 

asked wheth er review of tho utility ' u b ooks a nd record~ would show 

monthly expen ses including allocat1ons. In r esponse, he te s tl(ied 

that allocations arc not recorded on a monthly basis bcc<:~usc the 

en ries arc voluminous and cumbersome . 

Based on 1nform~tion in the recor d , we f1nd tha t the utllity ' s 

booko and r cords arc in s ubsLantlol compll nee with th e 

Comrnisnion ' s Rulrs and Regulations. 

1. 1he Commission has jurisdiction to determirc 

th, waLc r and wastewater rates dnd cha rges 01 

Utilities, lnc . of Florida, pursuant t o 

S c. t'Lono 367 .081 and 367 . 10 1, Fl o rJd.l 

Statutes. 

2 . Ao the applicant in this ca~c , Utilit ies , Inc 

of Florida has Ute burden of proof tho t its 

proposed rates and charges arc justified . 

J . 1' hc rates and d l<n·gcs approved herein are 

just, rea sonable , compensatory , not unfairly 

diGcriminatory and in accurdance with t h e 

requireme n t£> of Section J67.0R1(2), Florida 

Sl tutcs , and other governing lAw. 

4. Pur::;uont to Chapter 25 - 9.001(3), Flor1d.:1 

Adnlnistrativc Code, no rules and reguldtions , 

or schcdtl l es of rotes und charges, o r 

modi ficat ions or revi sions of the Gilmc , shall 

be effective until tiled with and Dppro\cd by 

the Commission. 

Dased on the foregoing, it is , 
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ORDEHEO by the Florida Public ~;enrice Comnission that the 

application by Utilities , Inc. of Florida lor incre~sed rates and 

cha rqes for water and ~astewater ~ervice is h~reby approved to the 
extent set forth Jn the body ot thi~ Orde r. lt ts turth0r 

ORDERED that each of the tindings conta1ncd in the body of 
th1~ Order is hereby approved in every ~espect . It is further 

ORDERED tha t all matter;, contained herein, ~.o.•het.her in the form 
o t discour~e in the body of this Order or schedules attach~d hereto 

~rc, by retcrence , expre~sly incorpor~ted herein. It is turther 

ORDERED thilt Utilities, lnc . 01 FJoricJ.1 s h i1l1 .-,gqrcss.lvcly 

piJrsue reu chlnq an agreement with Past.:o count.y Wlth.in six nonths 
t or the prov1::;ion o 1 •.wtcr tor cmerg~ncy tlrc protcCtlOJt. It. 1s 

(urther 

ORDEHl:D th.tt the .increased r.:1tcs approved hcrc1n sh.1ll be 
ef(ecti\e t or meter readings taken JO days on o r ,Jl ' er the st.:.~npeu 

approv .. ll dr~ tc on the revised tar i f1 sheets. It is t ll r·the r 

OHDUU.D th<1 t., prior to the imp 1 cmenti.i t 1 o n o 1 the ,·,; r c~> .:.~ nd 

ch.1rqcs t.ipprovcd herein, Utili ties, Inc. 0i Florid<~ ~h.Jll submit a 
proposed cu:..tor:~c r notice exp lll i ning the i n t.:rC<.l!.iCU r.atcs rtnd c.:horges 
.1nd the re<.l!.>ons t here lor . It is t Ul"thcr 

OHOEHED th..1t , pt·lor to the ii:Jplcrnentution ot the r<It es , ... ...,d 

cho~r·gcs approved herein, Utllitics , Inc. ot Floridil s holl subr:1it 
uncJ huvc dpproved revised twriit :::hect::; . The revised tarit 1 !.ihcct::: 

will be approved upon Stat! ' ::; "eri!iciltion that they accurDtcly 

r0flect th is Commission ' ::: decision and upon Staff's approval of t he 

proposed customer notice. It is further 

ORDEHEO that the mis~e llancous se rvi ce c hurges stipulated by 

t.he parties and npproved herein shall be e ffectiv e f or cervices 
rendered on ot· aLter the stamped approvc:~l dote on the revi sed 
t~ri t f shcct!.i . It is ! ur th0r 

OROERl:D thttt t.lte refund and refund reports s hall be completed 

111 dt.:cordancc with Rule 2~-JO.JGO , Florid:1 ,\dmirll!:> riltive Code. It 

i!.i further 

ORDERED thctt the rates ~pproved herein shall be reduced at th e 
end of the tour-yenr rate Cdse expense amortization period. The 
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utility shall fila revi sed tariff ~h~ct3 no lDter th at one month 

prior to the actual date of the reducti o n ~nd s hall also file ~ 

cu~tome r noti ce . It is turther 

ORDERED th<:~t this docket may be closed upon the util i ty' s 

filing of r e v1sed t~riff r;hcets, St<:~f t · ~ <~pp.roval of them, and 

Staff ' s ve rification of the requ i red r efund . 

By ORDCR of t he Fl o rida Publi c Service Commis~ion, this .' 7 t h 

day of _ ..E.LIHtl' \ RY 1 c19 .' 

STi:VE TIH BOLE, Dl rector 
DJvision ot Records <:~nd Rcport1ng 

(~EAL) 

cu 

The Florida Public Ser vice Commi~~ion i s required by Scc t ;~n 

120.59(t.) , Florid.:t Statutes , to notify p.::H"Lics o f .:ny 

admlnistrative hearing or judicial review of Commissi o n orders th~t 

i s availabl e under Sections 120. 5 7 o r 12 0 . 68 , Florida Statutes, as 

wull us the procedures and time lim.Lts that ilpply . Th1 s no t ~ cc 

s houl d not be const r ued to mean all r equests for an admini strative 

heari ng or judicial review will be granted or result in the relief 

sought. 

Any party adverse ly affected by t h e Comm1ssion ' s final action 

in this matter may rcqucot: 1) r econsideration of the dcc1sion by 

filing a motion for reconsideration with the DirPctor, Division of 

Records and Reporting within fifte e n (15) da ys ( f the i ssu<~nce of 

this order jn tho form prescdbed by Rule 25 - 22 . 060 , Florid~ 

Admini ct rative Cod ; or 2) j udicial ra vi0w by th0 Fl o rida Supre me 

Court in the case o f an electric , gas or te l epho ne 11til ity or the 

Firnt District Court of Appea l in the case of a water or wastewater 

utility by filing a notice of appeal with the Director , Divisio n of 

Records and Reporting and filing a copy o f t he notice of appeal and 

the filing fee with the appropriate court . Thi s filing must be 

completed w1thin thirty (30) days after t h e issuance of t hi s ord<n, 
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p ur s uant t o Rule 9 .11 0, Fl o r i da Rul es of ;..ppe1J.:~tc ?rocC'd11re . Th e 
not ice o t appc~l must be Jn the form spcc1 fied in Hule 9 . 900 (a}, 
Florida Hules o f Appellate Procedu r e . 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for transfer 
of facilities and Certificates 
Nos. 616-W and 530-S from 
Labrador Services, Inc . to 
Labrador Utilities, Inc . in 
Pasco County. 

DOCKET NO. 020484-WS 
ORDER NO. PSC-03-0638-PAA-WS 
ISSUED : May 27 , 2003 

The following Commissioners participated in the disposition of 
this matter: 

LILA A. JABER, Chairman 
J. TERRY DEASON 
BRAULIO L . BAEZ 

RUDOLPH "RUDY" BRADLEY 
CHARLES M. DAVIDSON 

ORDER APPROVING TRANSFER OF FACILITIES AND CERTIFICATES 
NOS . 616-W AND 530-S, AND CONTINUING THE UTILITY'S 

EXISTING RATES AND CHARGES 
AND 

NOTICE OF PROPOSED AGENCY ACTION ORDER ESTABLISHING 
RATE BASE FOR THE PURPOSE OF TRANSFER AND DECLINING 

TO INCLUDE A NEGATIVE ACQUISITION ADJUSTMENT 

BY THE COMMISSION : 

NOTICE i s hereby given by the Florida Public Service 
Commission that the action discussed herein establishing rate base 
for the purpose of transfer and declining to include a negative 
acquisition adjustmen t is preliminary in nature and will beco me 
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 

Labrador Services, Inc . (Labrador, utility) is a Class C water 
and wastewater utility located approximately one mile east of the 
City of Zephyrhills in ~asco County. Water consumption is 

04 7 J I n'IY27 ~ 
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regulated by the Southwest Florida .water Management District 

(SWFWMD), but the utility's service territory is not in a water use 

caution area. The area is built out with service provided to 894 

lots in Forest Lake Estates Mobile Home Park (MH Park) and 274 lots 

in Forest Lakes R . V. Resort (RV Resort). Based on its 2001 annual 

report on file with this Commission, the utility's total revenues 

are $182,825 with a total net operating loss of $191,316. 

We granted original Certificates Nos. 616-W and 530-S to 

Labrador by Order No. PSC-01-1483-PAA-WS , issued July 16, 2001, in 

Docket No. 000545-WS. Prior to that time, Labrador was an exempt 

entity . 

We have jurisdiction over this matter pursuant to Section 

367.071, Florida Statutes. 

TRANSFER OF FACILITIES AND CERTIFICATES 

On April 2, 2002, Labrador entered into a Purchase and Sale 

Agreement (sales contract) with Utilities, Inc. (UI). The sales 

contract closed on May 31 , 2002, which is the date of transfer of 

facilities. The transfer was made contingent upon our approval in 

compliance with Section 367 . 071( 1 ), Florida Statutes. Prior to the 

closing, UI assigned the utility assets to Labrador Utilities , Inc. 

(LUI), a wholly-owned Florida subsidiary of UI. On June 1, 2002, 

an application was filed for authority to transfer Labrador's 

facilities and certificates to LUI which resulted in this docket. 

The appl ication as filed and amended is in compliance with the 

governing statute, Section 367.071, Florida Statutes, and other 

pertinent statutes and administrative rules pertaining to an 

application for the sale, assignment, or transfer of a certificate 

of authorization. The application contained the correct filing fee 

pursuant to Rule 25-30 . 020, Florida Administrative Code. The 

applicant also returned Certificates Nos. 616-W and 530-S for 

modification as required by Rule 25-30.037 (2) ( t ) , Florida 

Administrative Code. The territory being transferred is described 

in Attachment A. 

Noticing- Pursuant to·Rule 25 - 30.030, Florida Administrative 

Code, the application contained the requisite proof of noticing. 
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No objections to the application were received by this Commission 
and the time for filing such has expired. 

Sales Contract and Financinq As required by Rule 25-
30.037(2) (g), (h), (i ), and (k) , Florida Administrative Code, the 
application contained a copy of the sales contract and a 
description of financing . As noted, the asset purchase agreement 
was between Labrador, as the seller, and UI, as the buyer, with UI 
assigning its interest to LUI, a wholly-owned Florida utility 
subsidiary of UI . UI financed the purchase with its equity. As 
such, there are no unrelated entities upon which LUI is relying for 
financing. Since the utility is built out, there are no guaranteed 
revenue contracts, developer agreements, customer advances, debt of 
the utility, or leases that must be disposed of in association with 
the transfer of the utility facilities. In addition , there are no 
customer deposits. 

The purchase price at the closing on May 31, 2002, was a 
minimum amount of $425,000. The final purchase price is dependent 
upon the dollar amount of rate base established subsequently in 
this Order . For rate base in excess of $425, 000 , the sales 
contract provides for a dollar for dollar increase in the purchase 
price up to $750, 000. For rate base in excess of $750, 000, the 
sales contract provides for a fifty cents per dollar increase in 
the purchase price, up to a tota l maximum purchase price of 
$800 , 000 . 

Proof of Ownershin Rule 25-30 . 037(2)(q), Florida 
Administrative Code , requires proof that the utility owns or has 
provided for the continued use of the land upon which the utility 
facilities are located. The water and wastewater plants a nd spray 
irrigation fields are located on real property owned by Forest Lake 
Estates Co-op, Inc. (Co-op) . The land was leased to Labrador for 
99 years commenc ing on June 10, 1999, for $3,500 per month with 
provisions for indexing based on the Consumer Price Index. 
1\ccording to the rule, a 99-year lease is acceptable proof of 
continued use of the land. As such, we previously approved the 
lease by Order No. PSC-01-1483-PAA-WS, which granted the utility's 
original certificates. For purposes of this transfer, the lease 
was assigned by Labrador to.LUI. The application contained a copy 
of the executed Assignment of Lease. Subsequent to the filing, a 
copy of the recorded Assignment of Lease was also filed. 
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Annual Reports and Regulatory Assessment Fees (RAFs} - Our 

staff confirmed that the utility is current on annual reports and 

RAFs though 2001 and that there are no outstanding penalties, 

interest, or refunds due. Our staff also confirmed that the 

utility has paid its 2002 RAFs. The buyer has agreed to be 

responsible for filing the utility's 2002 annual report, in the 

time frame and manner prescribed by our rules. 

Environmental Compliance - Pursuant to Rule 25-30.037 (2) (p), 

Florida Administrative Code, the application contained a statement 

that, after reasonable investigation, LUI had determined the 

systems being acquired appeared to be in satisfactory condition and 

in compliance with all applicable standards set by DEP. Our staff 

contacted the DEP to verify there are no outstanding violations . 

Technical and Financial Ability Pursuant to Rule 25-

30.037 (2) (j), Florida Administrative Code, the application 

contained a statement indicating how the transfer is in the public 

interest, includi ng a summary of the buyer's experience and showing 

of financial ability . The application indicates UI was formed in 

1965 with the objective of acquiring small water and wastewater 

companies to operate and improve. By centralizing the management, 

accounting, billing, and data processing functions, the application 

indicates UI can achieve economies of scale that would be 

unattainable on a stand-alone basis . 

The applicat ion states that UI currently serves approximately 

38,000 residential and non-residential water and wastewater 

customers in Florida. Further , UI has approximately 35 years of 

experience in the water and wastewater utility industry and 

provides safe and reliable services to approximately 230,000 

customers in 16 s tates . UJ has operated water and wastewater 

utilities in Florida under Commission regulation since 1976. 

With respect to UI' s technical and financial ability, the 

application indicates UI has both the regul atory experience and 

financial where withal to ensure consistent compliance with 

environmental regulations . According to the appl ication , UI' s 

experience , through its LUI subsidiary, in operating wa ter and 

wastewater u ti lities will b~nefit its c ustomers on both a day-to

day basis as well as during emergencies. Finally , the applicant 

included a statement that the buye r will fulfill the commitments, 
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obligations, and representations of the seller with regard to 
utility matters . 

Conclusion - Based on all the above, we find that the transfer 
of facilities and Certificates Nos. 616-W and 530 - S from Labrador 
Services, Inc. to Labrador Utilities, Inc. is in the public 
interest, and is hereby approved. The territory to be transferred 
is described in Attachment A, attached hereto and incorporated by 
reference. The buyer shall be responsible for filing the uti lity's 
2002 annual report in the time frame and manner prescribed by our 
rules. 

RATE BASE 

This Commission has never established rate base for Labrador's 
systems. Subsequent to the filing of this transfer, our staff 
requested an audit to establish rate base for transfer purposes as 
of May 31, 2002 . The resulting audit report was filed November 1, 
2002. 

Utility Plant in Service (UPIS) - Labrador's facilities were 
initially constructed in 1987 by The Halprin Companies along with 
an adult manufactured housing community under the name of Frontier 
Acres. The Halprin Companies sold the manufactured housing but 
rented the lots. Since the cost of water and wastewater services 
were i ncluded non -specifically in lot rent, the development was 
e xempt from our regulation pursuant to Section 367.022(5) , Florida 
Statutes. 

Sometime in 1989, ownership of the land and development rights 
was acquired by Henri Vi au, who o wned and operated the MH Park 
under the name of Forest Lake Estates, Inc. (FLE) . Sometime prior 
to Dece mber of 1997, Mr . Viau began charging specifically for water 
and wastewater services, at which time the utility became subject 
to our regulation pursuant to Section 367.031, Florida Statutes. 
Unaware of the need to file for certificates of authorization, Mr. 
Viau operated the water and wascewater facilities in apparent 
violation of the statutes from at least 1997 until 2000 . 

In June of 1999, Mr. Vi au sold the community facilities, 
exclusive of the utility systems, to the Co-op . The Co-op consists 
of the homeowners in approximately 240 of the nearly 900 lots in 
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the MH Park. Since the Co-op chose not to purchase the utility 

facilities, Mr . Viau formed Labrador and filed for certificates of 

authorization in May of 2000. Original water and wastewater 

certificates were granted to Labrador pursuant to Order No . PSC-01-

1483-PAA-WS. In that order, we declined to initiate show cause 

proceedings for the apparent violation of Section 367.031, Florida 

Statutes , and continued the utili t y ' s existing flat rates until 

rate base could be established in a subsequent rate proceeding . 

The books and records of the prior developers and many of the 

original cost records for The Halprin Companies , FLE, and Labrador 

were not available. The consulting firm hired by LUI to determine 

the cost basis of the undocumented plant relied upon the original 

cost records and tax returns that Labrador was able to produce to 

establish the original cost of the utility facilities . 

Depreciation schedules from prior tax returns were compared with 

available invoices to verify approximately 62% of the utility's 

estimated plant cost . 

The following chart shows the amount of documented and 

undocumented plant. 

Basis 

Documented 
Undocumented 
Utility Total 

Water 

$198,164 
166 , 393 

$364 , 557 

Wastewater 

$ 750,874 
410,573 

$1,161,417 

Total 

$ 949 , 038 
576,966 

$1,526,004 

The undocumented asset costs were based on the amounts 

reflected in the depreciation schedules on the prior developer's 

tax returns and a list of the utility's known assets. These costs 

were then compared with the documented cost of utility facilities 

constructed during other phases of the development as well as with 

the costs of other similar develop ments. 

The following lists show the assets identified on the 

depreciation schedules of the prior owner ' s tax returns, but 

unsupported by original invoices, and the basis used to determine 

whether the original cost w~s reasonable. 
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1987 
1989 
1989 
1989 
1989 
1994 
2000 

Year 
1987 
1987 
1987 
1 989 
1989 
1989 
1 994 
1995 
1998 
2000 

WATER PLANT · 

Description 

Lines--Phase 1 
Well 
Lines - -Phas e 2 
High Service Pump 
Lines -Phase 3 
Lines-Phases 6 & 7 
Franchise Costs 

Basis 

109 lots @ $200 
Consultant Ex perience 
111 lots @ $260 
Consultant Experience 
125 lots @ $260 
201 lots @ $300 
Annual Report and 

Commission records 

Water System Undocumented UPIS 

WASTEWATER PLANT 

Description 
Lines--Phase 1 
Master Pump St ation 
Original WWTP 
Lines -- Phase 2 
Lines-- Phase 3 
Lift Station/Mains 
Lines - Phases 6 & 7 
Expand Spray field 
Automatic Filter 
Franchise Costs 

Basis 
109 lots @ $350 
Consultant Experience 
Consultant Experience 
111 lots @ $350 
125 lots @ $350 
Consultant Experience 
201 lots @ $480 
Consultant Experience 
Consultant Experience 
Annual Repor t a n d 

Commission records 

Wastewater System Undocumented UPIS 

Combined Undocumented UPIS 

Amount 

$ 21 ,800 
1 0,000 
28,86 0 

5 , 000 
32,500 
60,300 

7 , 933 

$166,393 

Amount 
$ 38,150 

20,000 
20,000 
38,850 
43,750 
12,000 
96 , 480 

108 , 410 
25 , 000 

7 , 933 

$41 0,573 

$576,966 

We have reviewed the consulting firm's method of determining 
the original cost of the plant items. While the consulting firm 
did not perform a l l of the steps completed in a typical original 
cost study, we find that \he methodology used and the resulting 
proposed original cost for the water and wastewater systems appear 
reasonable and are therefore approved. Therefore, UPIS for the 
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water system is $364 , 557 and UPIS for the wastewater system is 

$1,161,44 7. 

Land - As noted earlier , the water and wastewater plants are 

located on real property now owned by the Co-op. A recorded 

Assignment of Lease was provided with the application for 99 years 

commencing on June 10 , 1999. Since the util ity does not own the 

land under the utility facilities, no land is included in rate 

base. 

Accumulated Depreciation - The utility's 2001 annual report 

states accumulated depreciation as $91,599 for the water system and 

$266,722 for the wastewater system. These amounts were based on 

the use of forty year service lives (2 . 5%) for all assets except 

Office Furniture and Equipment, and Tools , Shop and Garage 

Equipment, which were depreciated over fifteen years (6.67%) and 

Franchise Fees whic h were depreciated over twenty years (5 .0 %) . 

The staff auditors confirmed the utility's depreciation 

calculations up through December 31, 2001, and then extended the 

amounts up to May 31, 2002 . The resulting bala nces for accumulated 

depreciation were $95 , 563 for the water system and $279,054 for the 

wastewater system as of May 31, 2002. 

We note that the majority of the prior owner's depreciation 

rates are lower than t he recommended rates in Rule 25-30.140, 

Florida Administrative Code . While no adjustment to accumulated 

depreciation is approved in establishing rate base as of the 

transfer on May 31, 2002, we find that LUI shall use the average 

service lives guideline prescribed by Rule 25-30.140, Florida 

Administrative Code, for all depreciation recorded after May 31, 

2002. 

Contributions in Aid of Construction (CIAC) and Amortization 

of CIAC - There is no CIAC or amortization of CIAC record ed on the 

utili ty 's books . It appears that the prior developers did not 

collect service availability charges nor require d onated property. 

In addition, while the developers built and sold the manufactured 

housing, the lots were leased. A review of available tax returns 

from 1994 through 1999 app~ars to confirm that developers did not 

charge the l ines to the cost of goods sold for tax purposes . 

Further, since the utility was built-out at the time of 
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certification, we did not authorize the utility to collect service 

availability charges on a going-forward basis. 

Pursuant to Rule 25-30.570, Florida Administrative Code: 

If the amount of CIAC has not been recorded on 
the u til ity's books and the utility does not 
submit competent substantial evidence as to the 
amount of CIAC, the amount of CIAC shall be 
imputed to be the amount of the plant costs 
charged to the cost of land sales for tax 
purposes if available, or the proportion of the 
cost of the facilities and plant a ttributable to 
the water transmission and distribution system 
and the sewage collection system. 

We interpret Rule 25-30.570, Florida Administrative Code, to 

be a guideline for imputing CIAC when CIAC is believed to exist but 
has not been recorded, or creditably recorded . However, that does 
not appear to be the case in this instance. Therefore, we find 
that CIAC and amortization of CIAC shall not be imputed in 

determining the utility's water or wastewater rate base at the time 
of transfer. 

Conclusion - Based upon all the above, we find that rate base 
for transfer purposes shall be established as of May 31, 2002 , at 
$268,994 for water and $882,393 for wastewater for a combined rate 

base of $1,151,387. The utility shall use the average service 
lives guideline prescribed by Rule 25-30.140, Florida 
Administrative Code, for all depreciation recorded after May 31, 
2002. Schedule 1 shows the calculation of water rate base and 
Schedule 2 shows the calculation of wastewater rate base, attached 
hereto and incorporated by reference. We note that rate base for 

transfer purposes does not include the normal rate making 

calculations of used and useful adjustments or working capital . 

DECLINING TO INCLUDE A NEGATIVE ACQUISITION ADJUSTMENT 

An acquisition adjustment results when the purchase price 

differs from the original c~st calculation adjusted to the time of 
the acquisition . As noted previously, the final purchase price 
will be based on the amount of rate base established by this 
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Commission up to a maximum total purchase price of $800,000. The 

acquisition adjustment resulting from the transfer of Labrador to 

LUI is calculated as follows: 

Purchase Price $ 800,000 

Combined Rate Base as of May 31 , 2002 $ 1,151,387 

Difference $ ( 351, 387) 

The application indicates that there is no proposal at this 

time for inclusion of an acquisition adjustment resul ting from the 

transfer. Further, in the absence of extraordinary circumstances, 

it was the practice of this Commission a t the time the t ransfer 

occurred on May 31, 2002, that the purchase of a utility at a 

premium or discount shall not affect the rate base calculation. We 

note that there do not appear to be any extraordinary circumstances 

such that a negative acquisition adjustment shall be made . 

Since we are not aware of any extraordinary circumstances 

which would justi fy a negative adjustment under our practice at the 

time of the transfer , and because Rule 25 - 30 .03 71 , Florida 

Administrative Code, was not in effect at the time of the transfer , 

we find that a negative acquisition adjustment shall not be 

included in the calculation of rate base for transfer purposes. 

CONTINUING EXISTING RATES AND CHARGES 

Rule 25 - 9 . 04 4 (1), Florida Admini strative Code, provides that : 

In case[s] of change of ownership or control of 

a uti lity which places the operation under a 

different or new utility, o r when its name is 

changed, the company which will thereafter 

operate the utility business must adopt and use 

the rates, classification and regulations of the 

former operating company (unless authorized to 

change by the commission) 

The utility was in existence and charging flat rates at the 

time it filed for original certificates. Based upon the utility's 

representat ion that it was in the process of filing for a staff 
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assisted rate case, we approved the continuation of the existing 

flat rates at the time of certification along with the addition of 
our standard miscellaneous service charges. In addition, since the 

utility was built out at the time of cert ification, no service 

availability charges were established nor does the utility require 

customer deposits. 

RESIDENTIAL SERVICE 

Monthly 

MH Park, per lot 
RV Resort, per lot 

Water 
Flat Rate 

$4.50 
$3.00 

MISCELLANEOUS SERVICE CHARGES 

Initial Connection Fee 
Normal Reconnection Fee 
Violation Reconnection Fee 
Premises Visit Fee 

Water 
$15 
$15 
$15 
$10 

Wastewater 
Fl at Rate 

$10.50 
$ 7 . 00 

Wastewater 
$15 
$15 

Actual Cost 
$10 

Pursuant to Rule 25-30.155, Florida Administrative Code, each 
utility shall measure water sold on the basis of metered volume 
sales unless we approved flat rate service arrangements for that 
utility . As indicated, we approved flat rate service for the 
utility in Order No . PSC-01 - 1483-PAA-WS, based upon representations 
that the utility was intending to file for a staff assisted rate 

case, which has not yet occurred. 

While we are concerned about the continuation of a flat rate 
structure because it does not send t he appropriate pricing signal 
to the customers, the utility is not in a water use caution area. 
Individual meters have been installed for al l the mobile home lots 

and the RV Park is master-metered. In addition, t he utility is 

showing net operating losses in excess of total revenues on its 
annual reports. Therefore, the utility has both the means and the 
need for metered volume sales . . 

Our staff asked the buyer's intentions with respect to the 
continuation of t he utility's flat rate structure. According to 
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the buyer, all meters are currently being read to obtain historical 

consumption information. It is expected that a request for rate 

restructuring will be filed in 2003 . 

Therefore, we find that exist ing rates and charges for 

Labrador Services shall be continued pursuant to Rule 25 -9. 144(1), 

Florida Administrative Code, until authorized to change by this 

Commission in a subsequent proceeding. The tariff sheets 

reflecting the current rates shall be effective for services 

rendered or connections made on or after the stamped approval date. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the 

transfer of facilities and Certificates Nos. 616-W and 530-S from 

Labrador Services, Inc. to Labrador Utili ties, Inc., is hereby 

approved, with an effective date of May 31, 2002 . It is further 

ORDERED that the attachments and all schedules, attached 

hereto, a re incorporated herein by reference. It is further 

ORDERED that the buyer is responsible for filing the utility's 

2002 annual report in the time- frame and manner prescribed by 

Commission rules. It is further 

ORDERED that the rate base is $268,994 for water and $882,393 

for wastewater as of May 31, 2002 . It is further 

ORDERED that the utility shall use the average service lives 

guideline prescribed by Rule 25 -30. 140, Florida Administrative 

Code, for all depreciation recorded after May 31, 2002. It is 

further 

ORDERED that a negative acquisition adj ustment shall not be 

included in the calculation of rate base for t ransfer purposes. It 

is further 

ORDERED that the existing rates and charges for the utility 

shall be continued until authorized to change by this Commission in 

a subsequent proceeding. It is further 
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ORDERED that the tari ff sheets reflecting the existing rates 
and charges shall be effective for services rendered or connections 
made on or after the stamped approval date. It is further 

ORDERED that the provisions of this Order, issued as proposed 
agency action, shall become final and effective upon the issuance 
of a Consummati ng Order unless an appropriate petition, in the form 
provided by Rule 28-106.201, Florida Administrative Code, is 
received by the Director, Division of the Commiss ion Clerk and 
Adminis trative Services, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 32399-0850, by the close of business on the date set forth 
in the "Notice of Further Proceedings" attached hereto. It is 
further 

ORDERED that in the event this Order becomes final, this 
docket shall be closed . 

By ORDER of the Florida Public Service Commiss ion this 27th 
Day of May, 2003 . 

(SEAL) 

JSB 

DISSENT : 

By: 

BLANCA S. BAYO, Director 
Division of the Commission Clerk 
and Administrative Services 

Marcia Sharma, Assistant Director 
Division of the Commission Clerk 
and Administrative Services 

Commissioner J. Terry peason dissents from the decision in 
this Order not to recognize a negative acquisition adjustment in 
the calculation of rate base . 
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NOTICE OF FURTHER PROCEEDINGS -OR J UDICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120.569(1) , Florida Statutes, to notify parties of any 
administrative heari ng or judicial review of Commission orders that 
is available unde r Sections 120 . 57 or 120·.68, Florida Statutes , as 
wel l 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 rel ie f 
sought . 

As identified in the body of this order, our action 

establishing rate base for the purpose of transfer and declining to 
include a negative acquisition adjustment is preliminary in nature. 

Any person whose substantial interests are affected by t he action 
proposed by this order may file a petition for a formal procee ding , 
in the form provided by Rule 28-106 . 201 , Florida Administrative 
Code. This petit ion must be received by the Director, Div ision of 

the Commission Clerk and Administrative Servi ces, at 2540 Shumard 
Oak Boulevard, Tallahassee, Florida 32399-0850, by the clos e of 
business on June 17, 2003. I f such a petition is filed, mediation 
may be available on a case-by-case basi s. If mediation is 
conducted, it does not affect a substantially interested person's 
right to a hearing. In the absence of s uch a petition, this order 
shall become e ffective and f inal upon the issuance of a 
Consummating Order . 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

Any party adversely affected by the Commiss i on's final action 
in this matter may request : (1) reconsideration of the decision by 

filing a motion for reconsideration with the Director, Division of 
the Commission Clerk and Administrative Services within fifteen 

(15) days of the issuance of this order in the form prescribed by 
Rule 25-22. 060 , Florida Administrative Code; or (2) judi c i a l review 
by the Florida Supreme Court in the case of an electri c, gas or . 
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telephone utility or the First District Court of Appeal in the case 
of a water or wastewater utility by filing a notice of appeal with 
the Director, Division of the Commission Clerk and Administrative 
Services and filing a copy of the notice of appeal and the filing 
fee with the appropriate court. This fi ling must be completed 
within thirty (30) days after the issuance of this order, pursuant 
to Rule 9.110, Florida Rules of Appellate Procedure. The notice of 
appeal must be in the form specif ied in Rule 9. 900 (a), Florida 
Rules of Appellate Procedure. 
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LABRADOR SERVICES, INC. 
WATER RATE BASE 

AS OF MAY 31, 2002 

PER PER COMM . 
DESCRIPTION UTI LITY ADJUSTMENT 

UTI LITY PLANT-IN-SERVICE $ 364,557 $ - 0-

LAND & LAND RIGHTS -0- -0-

CONTRIBUTIONS - IN-AID-OF-
CONSTRUCTION (CIAC) -0 - ) -0-) 

ACCUMULATED DEPRECIATION 95,563) 

AMORTIZATION OF CIAC - 0- -0-

WATER RATE BASE $ 268 ( 9 94 

SCHEDULE 1 

COMMISSION 
APPROVED 

$ 364 , 557 

-0-

- 0-) 

95,563) 

- 0 -

~ 26 8 (994 
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LABRADOR SERVICES, INC. 
WASTEWATER RATE BASE 

AS OF MAY 31, 2002 

PER PER COMM. 
DESCRIPTION UTILITY ADJUSTMENT 

UTILITY PLANT-IN-SERVICE $ 1,161,447 $ -0-

LAND & LAND RIGHTS -0- - 0 -

CONTRIBUTIONS-IN-AID-OF-
CONSTRUCTION (CIAC ) - 0- ) - 0 -) 

ACCUMULATED DEPRECIATION 279,054 ) 

AMORTIZATION OF CIAC - 0 - -0-

WASTEWATER RATE BASE $ 882,393 

SCHEDULE 2 

COMMISSION'S 
ADJUSTMENT 

$ 1, 1 61,447 

-0-

-0 - ) 

279,054 ) 

-0-

$ 882,393 
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PARCEL A: 

WATER AND WASTEWATER SERVICE TERRITORY 
FOR 

LABRADOR SERVICES, INC. 
IN 

PASCO COUNTY, FLORIDA 

FOREST LAKE ESTATES MOB I LE HOME PARK 
and 

FOREST LAKES R.V . RESORT 

Township 26 South, Ra nge 22 East 
Sections 5 and 8 

ATTACHMENT A 

A tract of land lying in Sections 5 & 8, Township 26 Sout h, Range 22 
East, Pasco County, Florida. BEING MORE PARTICULARLY DESCRIBED AS 

FOLLOWS: 

Begin at the Southwest corner of said Section 5, also being the Northwest 

corner of said Section 8, thence North 00035 1 43" East along the West 
boundar y of said Section 5, a distance of 1,747 . 18 feet to the South 

right-of-way line of Frontier Drive ; thence South 89055 1 21" East along 
said right-of-way line a distance of 50.00 feet to the East right-of-way 

line of Frontier Boulevard; thence North 0 0035 1 43" East along said East 

right-of-way line of Frontier Boulevard a distance of 690.21 feet; thence 

continue along said East righ t - of -way line Nor t h 00036 1 06 " East a 

distance of 357 . 18 feet to the Southerly right - of-way line of State Roa d 

54; thence Northeasterly along said r ight-of-way line and a curve to the 
left having a radius of 5,779.58 feet, a chord bearing and distance of 

North 71056 1 58" East 684.96 feet; thence a l ong the arc of said curve a 

distance of 685.36 feet; thence continue along said right-of - way North 

68033 1 08 11 East a d i stance of 381.15 feet; thence continuing along said 

righ t-of-way line North 68035 1 45 " East a distance of 1,067.00 feet; 

thence South 00001 1 19" West a distance of 1, 0 96 . 12 feet; thence South 

ooo00 1 38" East a distance of 3,473.69 feet; the nce No rth 890 55'55" West 

a distance of 2, 097.29 feet to the West bo undary line of said Section 8; 

thence North 01004 1 30" East along sa i d West boundary a distance of 

1,030.84 feet to the POINT OF BEGINNING. Containing 60 . 05 acres . 
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PARCEL B: 

Township 25 South, Range 22 East 

Section 32 

The Southeast 1/4 of t he Southwest 1/4 of said Section 32, Township 25 

South, Range 22 East i n Pasco County , Florida. 

ALSO 

The South 1/2 of the Northeast 1/4 of the Southwes t 1/4 of said Section 

32 . 

LESS 

That part thereof within a n y railroad right-of-way. 

Cont ain ing 197.00 acres. 




