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BEFORe THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Applica t ion of Highlands 
Utilities Corporation for amendment of 
of Cer tificate No . 361 - S to Include 
Additional Terri tory and Cancellation 
of Pugh Septic Tank Se rvices, Inc.' s 
Ce r tificate No . 346- S in Highlands Co . 

DOCKET NO . 690800- SU 

ORDER NO . 22556 

ISSUED : 2-15-90 

The following Commissioners pa r ticipatea 
disposiLion of this maLter: 

MICHAEL McK . WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

in 

ORDbR AP?ROVING TRANSFbR OF ASSETS, AMENDING 
CERTIFICATE NO . 3bl - S , HELD BY HIGHLANDS 

UTILITIES CORPORATION , AND CANCELLING CERTIFICATE 
NO . 34b- S, HELD BY PUGh SEPTIC TANK SERVICES , INC . 

AND 

N011Cb 0~ PROPOSED AGENCY ACTION 
ORDER ESTABLISHING RATE BASE FOR 

PURPOSES OF TBIS TRANSFER 

BY THE COMMISSION : 

the 

!lot ice is he r eby given by the ?lor iaa Public Service 
Commiss ion that the action discussed herein is final except for 
the establishment of rate base fo r purposes of this t r ansfe r , 
which is preliminary in nature ana will become final unless a 
person whose interests are substant ial ly affected files a 
petition for formal proceeding pursuant to Pule 25 - 22 . 029 , 
Florida Administra t ive Code . 

Backgrouna 

On June 15 , 1989 , Highlands Utilities Co r po ration 
(Highlands) filed an application with t hi s Commission for 
approval of the transfe r of the assets of Pugh Septic Tank 
Se r vices , Inc . (Pug h ) . Both utilities a r e certificated in 
Highlands County . Mr. Dixon llugh , President of both utili ties , 
intends to consolioate the systems under one certificate . 
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Pugh serves an 8~ lot mobile home park and a small motel. 
In addition to operating the sewer u t ilicy , Pugh also operates 
a sept:ic tank se rvice . In i ts application , Pugh reques ted that 
only the facili ties associated wi th the sewer system be 
t ransferred . 

Applica t ion 

The ap~lication is in compliance with Section 367 . 071 , 
Florida Statutes , and other pertinent statutes and 
adminiscracive rules concerning appl ica t ions for ransfe r . In 
particular , the notarized application contains : 

a) A tl.ling fee in t.he amounl of $1 50 , as p resc ribed by 
Section 367.141 , Florida Statutes . 

b) Adequate legal oescription pursuant. o Hule 25-30 . 035, 
Florioa Administrative Code . Said te rri to ry to be 
served in liighlands Councy i s descr ibeo in Atcachment 
A of this Order. 

c) Proot of notice co all customers of record , pursuant 
to Rule 25 - 30 . 030(g) , Florida Administrative Code . 

d ) Proof of no tice to all inleresleo governmencal and 
regula to ry agencies , and all utilities within a four 
mile raoius of t he territory t.o be ser ved , and proof 
of adver t isement in a newspape r of general circulation 
in t he county , as prescribeo by Rule 25-30 . 030 , 
Florida Administrative Code . 

e) evidence that the uti lity owns the land upon which the 
utility's facilities will be located as required by 
Rule 25-20 . 035 (3)(£) , Florida Administrative Code . 

No objections to the reques teo transfer have bee 1 received and 
the time for filing such has expired. 

As sta teo previously , Mr . Dixon Pugh has reques led that 
Pugh ' s sewer system be transferred to Highlands so as to 
operate both syst.ems under one certificate . We agree thal 
combining the systems would be cosL effective, since it would 
result in the consolidation of annual r eports , regula tory 
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assessment fee s filings , u t ili ty books and records , and 
elimination of cos~ separa t ions in subsequent ra te proceedings . 

Based upon the foregoing , we find t ha t the requested 
t ransfer is in the public interest. Therefore , Ce r t 1ficate No . 
346- S , he lo b}' Pugh , is hereby cancelled , and Ce r tif1cate No . 
361- S, held by Highlands , is hereby amended t o i nc lude the 
Le rritory described in Attachment A of th i s Or der . 

Ra te Base 

According to the purchase agreement fileo wi th t he 
applicat i on , the pu r chase price of Pugh was $1 6 , 729 . This 
amount is ~qual to the util i t y' s calculat ion of ne t book 
value. However , baseo upon an auoit of Lhe Ut ili Ly ' s books and 
records, we have made several ad justments which reduced ra te 
base to $12 , 56& as vf June 30 , 1989 . 

Rate base was previously es t ablished for Pugh as of 
Decembe r 31 , 19~2 , in i ts las t rate c a se . Since Pugh has had 
no plant additions or added c us tomers since t hat date , both 
plant and CIAC levels are unchanged . 'l'he r efor e , ad j ust ments 
a r e t o accumulated depreciation and a mo r tization of CIAC. 

The audi L indicated t ha t Pug h has no L been using the 2 . 5% 
depreciation rate used in Or der No . 13083 , r esult ing in a n 
understatement of acc umula t ed de~recia t ion . We have updated 
depr~'ciation from the prior ra t e case us i ng t he appropria t e 
ra te , which incre ased accumulat ed dep reciation to $15 , 78 5 . 

The Utility ' s ca l c ulatea ra te base is sta ted wi t hin the 
pu rchase agreemen t . In going f r om t he general ledger to t he 
pu rchase agreement , the Utility incorrec tly recorded 
amo r tization of CIAC at $14 , 647 . This amount has been reducted 
t o $11 , 393 , t he amount recorded in t he general ledger . Thi s 
figu r e has been fu r t her ad j ustea to $11 , 716 to include an 
additional one- ha lf year ' s amo r t iza t ion . 

Further , an acquisi tion adjustment r esults when the 
purchase price diffe r s f rom the ut ili t y ' s rate base a t t he da t e 
of t ransfer . In this docket it was t he in tent of Mr. Pugh to 
t ransfer t he Pugh assets wi t h the purchase p r ice being equal to 
rate base . Si nee the purchase price anci our ca leu lat ion of 
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ra te base are equal at $12 , 568 , here is no acquis ition 
adjustment to be included in r ate base. 

Rate base is , therefore , found co be $12 , 566 as of June 
30 , 1969 . Our calculation of r ate base is shown on Schedule 
No . 1 , with adjusLments shown on Schedule No . 2 . 

The rate base calculation does not include the nJrmal rate 
making adjustments fo r wo r ki ng capital or used and useful . 
This calculation is used only to establish the net book value 
of the p r ope r ty being transferred . 

Rates and Charges 

Rule 25-9 . 044(1) , Flor ida Administrative Code , governs 
rates and charges when ownership of a regulated util1ty is 
t ranfe r red . That Rule states that the new owne r of a utility 
must adopt ana use the races , classification ana regulalions of 
Lhe fo r me r oper ating company unless au t horizea to change by the 
Commission . 

Pugh ' s approved sewe r r ates a nd charges are as follows : 

Residential 5ervice 
(Monthly) 

$ 1 5 . 70 

Gene r al Service (Safa r i Motel) 
(Monthly ) 

$ 2U8 . 25 

Meter Size 

Initial Deposits 

Residential General Ser vice 

5/8 " X 3/4 " 
l" 

1 1/2 " 
2 " 

$ 40 . 00 ! 
$ 

40 . 00 
100 . 00 
200 . 00 
32l . OO 

Pugh does not ha ve any ser vice availabil ity o r miscellaneous 
service cha r ges . 

The utility has not requested a change in the rates and we 
see no r eason to change them at this time . The r efor e , 
Highlands shall continue cha r ging the rates currently app r oved 
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fo r Pugh . highlands is di r ected to file revised ta r iff sheets 
incor por at i ng these r ates and cha r ges within its ta r iff . 
Highlano ' s service availability charges shall not apply to 
customer s wi thin the former Pugh ser vice a r ea . 

It is , the r eto r e , 

ORDI:;RED by the Florida Public Se r vice Commission \. hat the 
transfer of assets f r om Pugh Septic Tank S~ rv ices , nc . , 136 
State Road 29 , Lake Placid , Flor ida 33852 , to Highlands 
Utility Co rporation , 136 State Road 29 , Lake Pl acid , Flor ida 
33652 , is he r eby appr oved . lt is further 

ORDERED hal Ce r tificate No . 346- S , held by Pugh Septic 
Tank , shall be returned to this Commission for cancellation 
within 20 days of the date of this Or de r . IL is furthe r 

ORDeRED that certificate No . 361-S , held by Highlands 
Ut ilities Cor por ation , shall be r eturned to this Commission for 
entry reflecting the ter r itory desc r ibed in Attachment A of 
this Or de r within 20 days of the date of this Or de r . I L is 
furthe r 

ORDeRED that rate base , for pu r poses of this transfer , is 
$12 , 568 . It is further 

ORDERED that Highlanos Utilities Corporation shall 
continue to charge the customers in the ter r itory the rates and 
cha r ges p r eviously approved fo r Pugh ~epLic Tank Se r vices , 
Inc . Highlands ' service availability cha r ges shall not apply 
to the customers within the territory formerly served by Pugh . 
It is furthe r 

ORDeRED that highlands Utilities Co rporation shall file 
r e vi sed tariff sheets incorporat i ng the rates a nd cha r ges set 
fo r th he r e i n its ta r iff , within 20 days of the date of this 
Order . It is fu r ther 

ORD~R~D that the provi ~ ions of this Order , i ssued as 
p r oposed agency action , shall become fi nal and effective unless 
an app ropr iate petition in the form provided by Rule 25 - 22 . 36 , 
Florida Admin i st r ative Code , is r eceived by the Di r ector , 
Division ot Reco r os and Reporting , 101 East Caines Street , 
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1'a11ahassee , Flo r ida 32399- 0870 , by the close of business on 
the date set fo r th in the •Notice of Further Proceedings or 
Judicial Review• attached hereto . IL is further 

ORDERED tha t in the event that this Order become" final , 
this docket shall be closed . 

By ORDER of Lhe Florida Public Ser vice C >mmission , 
this 1 Srh day of FEBBIIABV 1990 

STeVE THIBBLE , Direclor 
Divlsion of Records and Reporting 

( S E; A L ) 

ALC ~X~ I by· • -ct, Bure of Records 

NOTICE Of FUkTHER PROCE EDINGS OR JUDICIAL REV I Ew 

The Flor .da Public Ser vice Commission lS r equired by 
Section 120 . 59(4) , Florida Statutes , to notify parties of a ny 
administ r al i ve hea r ing o r judicial r eview of Commission o r ders 
that is available under Sections 120 . 57 or 120 . 68 , Flo r ida 
SLa t uLes , as well a s Lhe p r oceaures a na Lime limi Ls that 
apply . This notice should not be conslrued Lo mean all 
r equests for an administrative hea r ing or judicial review will 
be g r anted or res ul t in the r elief sought . 

As identified in t he body of this order , our action 
esLa bl ishmen L r ate base is prelimina r y in natu r e and will not 
become effecti ve or final , e xcepl as p r o vided by Rule 
25- 22 . 029 , Florida Aaminist rative Code . Any pe r son whose 
substantial interests a r e atfecled by Lhe act ion p r oposed by 
lhis o r der may file a petition fo r a fo r mal p r oceeding , as 
pro vided by l<Ule 25 - 22 . 029( 4 ) , Flor ida Administ r ative Code , in 
the fo r m p r o v ided by Rul e 25- 22 . 036 ( 7 ) (a) and ( f) , Flo r ida 
Aami nist r a ti ve Code . This petition must be r eceived by the 
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IJi r eclor , Divis 1on of Recoros ana Reporting at h1s office a t 
101 East Gaines Street , Tallahassee , Flo r ida 32399- 0870 , by lhe 
close of business o n March 8 , 1990 . In the 
absence of such a petition , Lhi s order shall become c f feet i ve 
on the oate subsequent to lhe above dale as p r ovideo t y Rule 
25 - 22 . 029(6 ) , Flo ri da Adrnin isl rdlive Code , and as cC'flected in 
a s ubsequenl order . 

Any objection or protest filed in th i s docket be fore the 
issuance oa te of t hi s orde r i s conside r ed abandonee unless i l 
satisfies the fo regoing condi' ions and is r enewed within he 
s~ecified p r otest pe r ioo . 

It the re levant po r tion of this o r de r becomes f1nal ana 
effecti ve on t he da t e described above , any pa r y adve r sely 
afrected rr.ay r equest )Ud1c1al review by he Flor1da Supreme 
Cou r t in Lhe case of an e lect r ic , gas or lelephon e utility o r 
bi the First Dls t rict Cou rt of Appeal in the case of a water o r 
sewer u ti li t y by filing a notice at appeal wlL h the Di r ecto r , 
Di vi sian of Reco rds and Re{.lort ing and filing a copy of the 
notice of appeal ana the tiling fee with the app r opri ate 
courl. '!his tiling musl be compleled wi thi n thiny (30 ) days 
of the effective date of this o roer , pursuanl to Rule 9 . 110 
Florida Rules of A~pellate Pr ocedu re . The notice of appeal 
must be in t h e fo rm specifiea in Rule 9 . 900(a) , Floriaa Rules 
or Appellate Procedure . 

Any pa r ty ad versely a! fee teo by tue Commission ' s final 
action in Lhis matter may r equest : 1) reconsideration of the 
decision by filing a mo l ion fo r r econsideration with Lhe 
Director , Div ision of Reco rd s and Repo r ting wi l hin fifleen (1 5 ) 
days of the i ssuance of this o rder in lhe form prescribeo by 
Rule 25- 22 . 060 , Flo ri da Adminislrati ve Code ; o r 2) judicia l 
r e view by t he Flori da Supr eme Cou r t in lhe case of an elec ric , 
gas o r telephone u t ili ty o r the Fi r st Dist r ict Cou r of Appeal 
in the case of a wa te r or sewer u t ilily by filing notice of 
appeal wi lh the D1 r ector, Divi s ion of Records and Repor ing and 
f1ling a COftY of the no t ice of appeal and the filing fee with 
lhe approp r iate cour . This filing musl be completed wi t hin 
t hi r ty ( 30 ) cays af te r lhe i ssuance of lhis order , pur s uanl to 
Hule 9 . 11 0 , Florida Rules of Appellale Pr ocedu r e . The no i ce 
of aJ,~peal must be in Lhe form specified in Rule 9 . 900 (a) , 
fl o r ida Rules at Appe lla le Pr ocedu r e . 

007 



008 

ORDER NO . 22556 
DOCKET NO. 890800-SU 
Pa ge 8 

LEGAL DESCRIPTION 

Brunner's Mobile Estates 

' Safari lnn 

ATTACHMENT A 

A portion o f land in Section 26, Towns h ip 34, 
Range 28, more particu lary ~escribed as Le gal 
Lots 1 thr ough 83, Brunner' s Mobile Estates , 
and Safari Inn, Plat Book 9 , Page 24, O.R . 
Book 524, Page 911, Publ~c Records o f Hi ghlands 
County, Florida . 

BRUNNER ' S MOBILE ESTATES 

~ Being the North 600 feet of the South 1, 535 . 98 feet of the 
NE 1/4 of Sec 26, lying east of u.s . Hwy. 27 '1\r.'p. 34 South, 
Rge. 28 East Highlands County, Florida, rrore particularly 
described as follows: Ccm"r'ence at the S.E. comer of the 
NE 1/4 of Sec. 26, '1\r.'p. 34 South, Rge . 28 East, thence North 
along the section line a distance of 935 . 98 fet>t to the point 
of beginning, thence continue North along the section line 
a distance 600.00 feet to a point, thence north 89°54'10" 
west a distance of 1811 . 10 feet to the easterly boun~~ of 
U.S. Hwy. No. 27 . thence Southeast along the easterly R/W of 
U.S. Hwy . No. 27 with a curve to the left having a radius of 
11, 334.16 feet on arc distance of 74 . 51 feet to a point Jf 
tangency, thence cx>ntinue South 25°57'10'"East along the 
easterly R/W of u.s. Hwy . No. 27 a distance of 618.51 feet 
to a point, thence South 89°54' 10- East a distance of 1,465 . 32 
feet to the point of beginning . 
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Descri pt1 on 

Utility Plant-in-Service 

Ldnd 

PUGH SEPTIC TANK SERVICE 
SCHEDULE OF RATE BASE 

AS OF JUNE 30, 1989 

Balance 
per 
utn Hx 
$36, 235 

6,440 

Contributions-in-aid-of-construction (26,040) 

Accumulated Depreciation (14,553) 

CIAC Amortization 14,647 

Total $]6,729 

009 

SCHEDULE NO. 1 

Balance 
Staff per 
Adjustments Staff 

0 $36, 235 

0 6,440 

0 (26,040) 

(1,232) (1) (15,785) 

( 2 t 929)( 2) 11 t 718 

( 4 p 1 61 ) ]2.568 
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Explanation 

Accumulated Depreciation 

PUGH SEPTIC TANK SERVICE 
RATE BASE AnJUSTMENTS 

1) To recalculate accumulated depreciation 
using the 2.5S rate approved by the Commission. 

CIAC Amortization 

2) To correct utility's error in recording amortization 
from the general ledger to the purchase agreement 

SCHE ULE NO. 2 

Adjustment 

SJ .232 

$( 3,254) 
325 

and to incl ude an additional one half year amortization. 

$(2 .929) 
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