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~~Lr.ing: 
Thank you for your letter to Kathy Johnson dated April 14, 1997. expressing your concerns 

about the development of the expenses and rates for Point Water & Sewer, Inc. (PWS). In order to 
better answer your questions, the letter was forwarded to me. Many of your inquiries have been 
addressed within the enclosed recommendation filed on April 24, 1997, however, I would like to 
take this opportunity to elaborate on some and clarify others for you. 

Your first question asks why staff does not recognize historical costs beyond 1995. As a 
Commission practice, staff uses the most recent 12 month period to represent a historical test year 
as a basis for identifying necesllary costs to operate the utility. However, staff does review prior 
year's expenses, if available, to determine what expenses have increased and assess the prudence 
of those increased costs. In addition, staff examines the utility's invoices to verify test year 
expenses. To assure that the utility has the ability to provide quality service, it is imperative that the 

1CK ---rates established cover current costs. Also, Section 367.081 (3), Florida Statutes, authorizes the 
~FA _ __ Commission to allow a utility the opportunity to earn a fair rate of return on rate base. As indicat~ 
~ PP _ __ in issue 3 of staff's recommendation, the utility's rate base has been reduced to reflect a $300 p~ 

forma meter installation for water and zero plant investment for wastewater. 5 
>"'.F - -- Cl) 

: Mu _ __ Another major concern ofyours was staff's calculation of an adjustment for acquisition co~ 
An acquisition adjustment is the difference between the amount paid for a utility and its net booJt 

:TR ---- ~Z 
value based on its original cost. An acquisition adjustment is not normally allowed unle~ 

cJG ---.r.~xtraordinary circumstances sunound the purchase of a utility. As stated in issue 4 of thcS 
- --t'Ccommendation, staff is not recommending an acquisition adjustment. However, because a sal~ 
_ _ ..,.occurred, it is necessary for staffto address the issue of whether or not an acquisition adjustment-

' ~ r ._ [ • ~1 

L I . 
should be allowed. Ultimately, the Commission will decide if an adjustment should be included, - --consequently, each issue must be comprehensive, so that the Commissioners may make an informed 

---vote. 
I 
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You also inq~ as to whether or not the utility was required to purchase environmental 
inswance. Environmental insurance is not requirement. However, as indicated in your letter, there 
is a high risk of diacharging polluted water into the St. Johns River. If contamination ever occurred, 
the costs to rectify the situation could be enormous. Staff believes hedging the potential costs 
through an insurance policy is a prudent expense. Also, please note that the original cost of$ 13,571 
for insurance bas been reduced to $4,606, an annual savings of$8,965. 

Another concern of yours entailed the involvement of James Yonge in the staff assisted rate 
case (SARC) and an illegal sale of the utility. To support ownership, PWS has submitted to staff 
a security agreement dated September 12, 1995, which transferred ownership of the utility from 
IGR.Inc. to PWS. The utility also submitted a signed documen~ dated September 12, 1995, which 
assigned all the rights, powers, duties and responsibilities of IGR. Inc. These documents are 
available to the public for review. Since these ~ts transferred ownership of the utility to 
PWS, the current owner and praiden~ John Y onge, is the appropriate party to be addressed in this 
staff assisted rate case. Because Mr. James Yonge is not an owner or officer of PWS, he is not 
involved in this process. This issue will be funher addressed in the certification hearing, Docket 
No. 961321-WS. 

On May 6, 1997, the SARC recommendation for PWS will go before the Commissioners at 
agenda for approval or denial. The agenda conference is open to the public, all interested parties 
are welcome to be heard before the Commission. If you have any further questions or comments, 
please contact me at (904) 413-6930. 

HYK:hyk 
Enclosure 

-J[i;; if::_)_? 
Hillaryf~ _ Zmp 
Regulatory Analyst 

cc: John Thrasher- Clay County State Representative 
Division of Records and Reporting 
Division of Water and Wastewater (Hill, Bethea) 
Division of Legal Services (Johnson) 
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DATE: May S, 1997 

TO: Mary Bane, Deputy Executive Director 

FROM: Charles Hill, Division Director of Water & Wastewater,.d}\ 

RE: Revisions to staff assisted rate case recommendation for Point Water & Sewer. Inc . 
in Clay County. Docket No. 961434-WS 

Staff is requesting to make revisions to this recommendation rather than defer it because the 
docket, is on emergency status. Currently the utility does not have any rates in effect. The 
customers and utility have been back and fonh in the Circuit Coun to resolve differences on 
what the utility's rates should be. In an attempt to resolve this matter and ensure that the 
customers receive quality water and wastewater service at a fair price and that the utility is able 
to cover its operating expenses, staff is expediting this case. 

Attached is a copy of staff's revised recommendation for the May 6. 1997 agenda. The 
revisions listed below are significant to the rates calculated. all revisions are highlighted within 
the recommendation. 

WATER WASTEWATER 
Fonner Revised Fonner Revised 

Rate base s 2,338 s 4,148 s 3,050 s 4,860 
Test year losses 4 ,414 3,521 12,762 11,869 
Operating Expenses 

Primary 18,385 17,446 27.163 26.223 
Alterr..tte 18,317 17,389 27.061 26 , 133 

Revenue Requirement 
Primary 20,044 19,005 29,603 28,564 
Alternate 18,519 17.748 27,324 26.553 

Average Monthly Bill 
Primary - Marina 760.74 723.93 616.73 595 .09 

PPOA 909.94 861 .05 1,850. 19 1.785.26 
Alternate - Marina 711.85 682 .97 569.26 553.19 

PPOA 907 .41 796.99 1,707 .77 1,659.58 

1be impact of statr s revisions is a reduction in the utility· s revenue requirement by S 1 . 039 each 
fo r water and wastewater of staffs primary recommendation and $771 each for water and 
wastewater of staffs a1temate recommendation. 

hyk :C H 
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CASH BACKGROUND 

Point Water and Sewer, Inc. (PWS or utility) is a Class "C" 
utility providing service in Clay County to two general service 
water and wastewater customers (a marina and a town home community 
known as the Point Property OWners Association (PPOA), which 
consists of 19 units) . Although the Public Service Commission 
(PSC) has had jurisdiction over Clay County since 1967, and the 
utility has been in existence since 1980, the utility is not 
certificated. Originally, the utility was jointly owned by six 
different corporations, NOH, Inc., IGR, Inc., NGF, Inc . , NLM, Inc., 
CNK, Inc., and QNK, Inc. James E. Yonge was the primary 
shareholder in all of these corporations. These corporations were 
merged into IGR, Inc. On September 12, 1995, in a related party 
transaction, IGR, Inc. entered into a security agreement in the 
amount of $100,000 for sale of t he utility to PWS. John Yonge and 
Patrick Carr are equal company owners of PWS. Staff was made aware 
of the utility's existence in December of 1995, by the Department 
of Environmental Protection (DEP) . 

On November 4, 1996, PWS submitted an application for an 
original water and wastewater certificate, in Docket No. 961321 - WS . 
The PPOA filed a timely objection to the utility ' s certificate 
application, and consequently, the docket is scheduled to go to 
hearing in August, 1997. 

On February 14, 1997, PWS filed for a staff-assisted rate case 
(SARC ) and requested emergency rate relief but later withdrew the 
request for emergency rates. On January 24, 1997, staff held a 
meeting with the customers to explain what occurs in a 
certification docket versus a SARC docket . During the meeting, the 
customers discussed their concerns about the current owner being 
certificated as well as the possibility of interconnection with the 
county; staf f will address these issues in the certification 
docket. The SARC issues discussed consisted of the disparity 
between test year and historic al operating expenses, admi nistrative 
hours needed, test year capitalized expenses previously paid by t he 
customers and ERC allocations to the marina. These concerns have 
been addressed in the appropriate issues. The customers also 
detailed the history of the utility, legal disputes between the 
utility and the customers and their fears of rate exploitation by 
t he utility. 

As stated prev iously, the utility was jointly owned by several 
corporations in whic h Mr. James Yonge was the primary shareholder. 
The utili t y was const ruc ted in 1980 to provide water and wastewater 
se rvic e t o the Point Town home Community known as "The Po i nt,.. 
S ince its construction, service has been expanded to inc lude o ne 
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other customer, The Whitney Marina (the Marina), located next door 
to the plant. In early 1981, the PPOA and Mr. James Yonge entered 
into an agreement known as the peclaration of Ccyenants. 
Conditions. Restrictions and Provisions for Party wall of the Point 
(Declaration) which stated: 

Section 2. The ownera o f the respect ive Units and t he 
Associ a tion shall pay f or such wate r and sewer service 
the going rates presently and hereafter charged for water 
and sewer services by private utility companies in Clay 
County, Florida. If any diapute arises as to the going 
rates, then the rates charged by Kingsley Service Company 
to its residential customers in Clay County, Florida, 
shall be used as the going rate . 

From 1981 to 1987, Mr. James Yonge, as primary shareholder, 
managed the plant, oversaw the operations and billed the PPOA and 
marina for monthly services. During that time, the utility applied 
for a DEP permit in which the utility was required to install a 
dechlorinator. In late 1987, the PPOA, believing that they had 
been overcharged $16,000 for water and wastewater services pro vided 
from 1981 through 1987, filed a suit in court against Mr . James 
Yonge. On February 27, 1988, the PPOA and Mr. James Yonge entered 
into a settlement agreement by which Mr. James Yonge agreed to pay 
the PPOA $12,000 for all charges, assessments and late fees due and 
owing to the association. Also included in the agreement was an 
amendment to the Declaration (herein referred to as the Amended 
Declaration) which stated: 

Section 2 . The OWners of the respective Units through 
and with the Association shall pay for such water and 
sewer service . The amount pa id shall be the e quivalent 
of all the operati ng, supply , maintenance, utility, 
testing , analysis, replacements, modifications and 
regulatory costs necessary for the proper and efficient 
operation of the water and sewer plants in compliance 
with all federal, state and local regulations. 

Al ong with agreeing to pay all operating expenses of t he 
uti lity, the PPOA undertook administrative control o f plant 
operat ions by paying the utility's expenses directly to the vendor . 
Based on info rmation from the PPOA, monthly expenses for plant 
operations at that time averaged $750. In 1993, t he Environmental 
Protection Agency (EPA) asse sse d a $25,000 fine against the utility 
for failure to comply with a DEP permit requirement to install a 
dechlorinator on the wastewater t reatment plant {WWTP) . Mr. James 
Yonge advised t he EPA that the PPOA was t he respo ns ibl e party 
bec ause it was the operator o f t he uti lity . The PPOA con tended that 
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its only responsibility was to pay the expenses of the utility. In 
1994, the EPA rescinded its fine against the PPOA and sought action 
against Mr. James Yonge as owner of the utility for performance of 
the requirement and payment of the fine. In 1995, Mr. James Yonge 
filed suit in court against the PPOA claiming that the PPOA was the 
responsible party for the EPA fine . That case is still pending in 
court. To preclude future misinterpretation of the PPOA's role of 
paying the utility's expenses, the PPOA notified Mr. James Yonge in 
a letter dated December 22, 1995, that it would no longer accept 
invoices for utility expenses. The letter also stated that all 
correspondence should be directed to Mr. James Yonge and that the 
PPOA should be charged monthly in accordance with the Amended 
Declaration. 

On March 1, 1995, James Yonge regained control of the facility 
operations and billing. Seven months later, on September 12, 1995, 
PWS became owner of the utility in which James Yonge's son, John 
Yonge, is the president . Not long af t er gaining ownership of the 
utility, PWS' billed the PPOA $21,000 for services rendered between 
March and September 1995, to be considered past due if not paid 
within 15 days. In response to the utility's bill, the PPOA 
requested proof of PWS authority to collect for Mr. James Yonge and 
complete documentation supporting monthly rates of $3 , 000 for water 
and wastewater . The PPOA, believing that the utility's new rate 
was excess! ve, refused to make payments. However, in 
acknowledgment that the utility was entitled to compensation for 
services provided, the PPOA established an escrow account and paid 
S 750 each month into the account . In an effort to reso lve the 
di sagreement between the two part i es and prevent t ermina t ion of 
water and wastewater services, the PPOA contac ted the DEP and 
requested assistance . The DEP, upon discovery that this utility 
was subject to PSC jurisdiction, notified PSC staff of the 
situation . Staff contacted the utility and advised it of PSC 
j urisdictional authority . The utility also was notified that since 
it was not authorized t o charge rates, it could no t terminate 
s ervices to the PPOA f o r non-payment. The utility fil~d an 
a pplication for exemption on July 21, 1996 . Since the utility's 
plant capacity exceeded the minimum capacity for an exempt utility , 
PWS did not qualify for an exemption. The utility was then ordered 
t o submit an application for an original certificate . 

On October 1 , 1996, the utility filed a complaint against the 
PPOA in Circuit Court , t o r e c over amoun t s c harge d i n accordance 
with the Amended Dec lara t ion f o r water and wastewater s e rvices 
provided . The PPOA filed a motion for a temporary i n j unc tion on 
October 11, 1996 , and filed its answer to the complaint on October 
30, 1 996 . On November 8, 1 996, the Court issued a temporary 
injunction i n wh ich the ut ility was o rde r e d to continue wa t er and 
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wastewater services to the PPOA and also ordered the PPOA to pay to 
the utility $32,921.86 within 30 days of the order, for services 
rendered from March 1995 through October 1996. On November 19, 
1996, the PPOA filed a motion for clarification of, or amendment 
to, the temporary injunction. On December 6, 1996, an Agreed Order 
on the PPOA's motion was issued. That Order directed the PPOA to 
pay 83\ of actual costs to the utility for: a service technician; 
chemicals; tests; maintenance; taxes; regulatory expenses and 
necessary insurance premiums until further Order of the Court. 
These costs were to be paid by the PPOA within twenty days of 
receipt of the invoice from the utility. In conjunction with the 
clarification, the Court reduced the $32,921.86 for unpaid costs 
from March 1995 through October 1996, to $~3,770.03 . Included in 
the Order, the Court stated, 

... Nothing herein s hall be interpreted to infringe upon 
the jurisdiction of che Public Service Commission to set 
utility rates in this State. Furthermore, nothing herein 
shall be deemed an admission by either party as to: (a) 
the reasonableness of the charges, amounts or percentage 
set forth above; (b) what items should be considered 
reasonable business expenses; or (c) the rates that 
should be imposed by the PSC. 

In accordance with the Court Order, the utility has invoiced 
the customers for 83\" of expenses and the PPOA has remitted 
payment . However, on February 12, 1997, the PPOA transmitted to 
staff a facsimile of two invoices from the utility in the amounts 
of $1, 510.60 for a DEP permit and $11, 264. 14 for an insurance 
policy with payment due 20 days after receipt. Upon notice of the 
invoice sent to the customers and discussions with the utility and 
the PPOA, staff determined that the expedition of this SARC would 
be in the best interest of all parties involved. Consequently, the 
customer meeting was rescheduled from its original date, of May 14, 
1997, to March 27, 1997, and staff's recommendation filing date has 
been revised to reflect a May 6, 1997, agenda . The results of the 
customer meeting are discussed in Issue No. 1 . 

Since the Circuit Court had before it issues within the 
Commission's exclusive jurisdiction, the Commission filed, with the 
Circuit Court, a Petition for Leave to Intervene and Petition to 
Transfer the Proceeding to the Florida Public Service Commission on 
February 28, 1997. One day prior to the filing, counsel for the 
PPOA filed with the Circuit Court, a Motion to Abate or Transfer 
the Proceeding to the Commission. The Court has scheduled a 
hearing on the petition to intervene and transfer for April 29, 
1997, in Clay County. 
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Staff is recommending that the operating ratio method be used 
for calculating the revenue requirement for Point Water ~ Sewer. 
By Order No. PSC-96-0357-WU, issued March 13, 1996, in Docket No. 
950641-WU, the C011111ission implemented the use of the operating 
ratio methodology and established threshold criteria for 
applicability. 

Audit and engineering investigations have been performed to 
determine the appropriate components necessary for set t ing rates . 
Staff has selected a historical test year ending December 31 , 1996. 
Due t o the lack of records, the engineer performed an Original Cost 
Study (OCS). This utility has not yet been certificated . Staff 
will discuss this later in the recommendation . 
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QUALITY OF SERVICE 

DISCQSSIQN OF ISSQBS 

ISSQE 1; Is the quality of service provided by Point Water and 
Sewer, Inc. in Clay County satisfactory? 

RECOMMENDATION; 
Water and Sewer, 

Yes . The quality of service provided by Point 
Inc. should be considered satisfactory. (DAVIS) 

STAfF AHALXSIS; A customer meeting was held on the evening of 
March 27, 1997. The utility provides water and wastewater service 
to two (2) general service customers, a town home complex and a 
marina. It is calculated that there are 29 ERCs connected to the 
water system and 21 ERCs connected to the wastewater system . About 
nineteen (19) residents were in attendance at the customer meeting. 

The overall quality of service provided by the utility is 
derived from the evaluation of three separate components of the 
Water or Wastewater Utility Operations: (1) Quality of Utility's 
Product (water and wastewater compliance with regulatory 
standards), (2) Operational Conditions of Utility's Plant or 
Facilities, and (3) Customer Satisfaction with the drinking water 
and domestic wastewater. 

The product quality of the drinking water served is considered 
satisfactory. The utility is up-to-date with all chemical tests 
required b:,· the Department of Environmental Protection (DEP) . The 
results of those test analysis were found to meet or exceed all 
standards for safe potable water. Accordingly, the quality of the 
drinking water provided by Point Water and Sewer is considered 
satisfactory. 

The product quality of the Point's wastewater services is also 
considered satisfactory. Because the wastewater plant discharges 
directly into the St. Johns River, it is monitored closely by the 
DEP through extended testing requirements . The wastewater utility 
is up- to -date with all chemical tests whic h are required by the DEP 
and the results of those analysis results were satisfactory. The 
DEP has found that the utility properly disinfects the treated 
wastewater with sufficient retention time prior to the 
dechlorination equipment . The wastewa~.-er effluent is properly 
dechlorinated and passes standards for surface water discharge. At 
present, the DEP has no open citations or corrective o rders pending 
against the utility . 

Operational conditions at both plants are a cceptable. Upon 
staff 's plant visit, no e xcessive o r f oul odors were detected from 
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either plant. Each facility was operating according to its design, 
and equipment at both plants appears to be receiving normal 
maintenance. Plant-in-service operations are in compliance with 
DEP regulatory standards. General housekeeping needs some 
attention which was discussed with the owner of the utility . It 
was agreed that the trees next to the water plant would be trimmed, 
a layer of gravel would be spread around the wastewater plant, and 
atcention would be given to weed control & general clean up . An 
allowance for grounds keeping has been included in the rate 
structure. 

This utility is within the St. John's River Water Management 
District (SJRWMD). Due to the size of the utility, neither the 
water nor wastewater systems are considered jurisdictional under 
the SJRWMD rules. This utility is not required to obtain a 
Consumptive Use Permit (CUP), nor does it qualify for conservation 
rates. 

CUstomer satisfaction is affected by a poor relationship 
between the residents of the Point Town Home Community and the 
owner of the utility . The primary issues of the customer meeting 
were rates and ownership of the utility. One quality of service 
issue raised was over sewage backups in the marina. Upon 
investigation, this does not appear to be a frequent problem in 
which the last occurrence was over six (6) months ago . Numerous 
situations could be the cause of such an incident, most all of them 
related to either equipment fa ilure or improper equipment 
adjustment. Since this situation has not occurred recently, staff 
considered this issue resolved. 

During discussions over rates and expenses, Ms . Lorie 
Easterling submitted a letter representing the homeowner's 
collective concerns. In that letter Ms . Easterling questioned the 
cost of chlorine purchases, whether or not the utility was using 
too much chlorine, and odors from the water treatment plant. The 
water treatment process includes aeration to remove Hydrogen 
Sulfide and disinfection by liquid chlorine. During the process of 
aeration, as the sulfides are released from the water, odors are 
produced . Those odors are not toxic, are inherent, and normal to 
the process . Purchases of chlorine are also considered normal to 
t he process. Each utility is required to maintain a minimum of 0.2 
milligrams per liter (mg/1) of free chlorine residual throughout 
the entire distribution system. While there is a required minimum 
level of disinfection, there is not a required ceiling. 
Concentrations of Hydrogen Sulfide may vary on a day to day basis 
causing adequate disinfection on one day to be out of balance the 
nex t day. At any time the utility may exceed the minimum 
requirement for chlo rine levels. This is not a violation and, in 
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most cases, is unavoidable. Chlorine purchases at the w .stewater 
plant also are considered normal . Historically, chlorine purchases 
were considerably less than what was recorded during the test year, 
also historically, the DEP files show citations for improper 
disinfection. After the operator changed the point of chlorination 
and increased the dosage rate, the utility satisfied the 
disinfection citations and continues to be in compliance. 

The utility is currently in compliance with the DEP standards 
and the general operating conditions of each plant, and the overall 
reaction of the customers concerning quality of service was 
favorable. All things considered, the quality of service provided 
by Point Water and Sewer, Inc. is considered satisfactory. 
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USED AND USBFlJL 

ISSQB 2; What portions of water a nd wastewater plants - in - servic e 
are used and useful? 

BBCOMMENDATIQN; The water treatment plant should be considered 
57.61t used and useful. The water distribution system should be 
considered 80.95t used and useful with the exception of acco unt 
number 334, whic h should be lOOt used and useful . The wastewater 
plant should be considered 81.33t used and useful with the 
exception of Account Number 363, which should be lOOt used and 
useful . The collection system should be 80.95t used and useful 
with the exception of Account Number 363, which should be lOOt used 
and useful . (Davis) 

STAPF AHALXSIS; The water treatment plant is an open sy~tem 
operation designed to accommodate the entire town home complex at 
build- out. Only 19 uni ts were actually constructed, sold and 
currently occupied and are estimated to be 17 ERCs . At some point 
i n the histo ry of the utility, service was extended to the marina 
which is calculated (by historical flow records) to be an 
additional 12 ERCs . CUstomer growth a t this u t ility has been 
stagnant over t he past five years. The capacity of the ~lant is 
rated by the DEP at .028 Million Gallons per Day (MGD) . According 
to monthly operator's reports, the peak five day average was 16,130 
gal lons per day (gpd), occurring in June, 1996 . By the approved 
formula, used as an indicator of useful plant, the water plant was 
f o und to be 57. 6t used and useful . It is recommended that t he 
wa t e r treat men t plant be considered 57 . 6t used and useful. 

The exi sting water distribution mains were constructed to 
a ccommodate only 24 of the platted 34 lots in t he service area . 
Twenty-one ERCs is considered t o be t he a ctual c apacity o f 
dis t r ibution system without the const ruct ion of additional mains. 
There are current ly 19 town home uni ts (estimated to be 17 ERCs) on 
thi s distribution system which were c onst ructed by the develo pe r . 
The marina construc ted its own distribution system tha t exte nds and 
connects t o the u t i lity at the plant site. Bec ause t h i s li ne is 
privately owne d by the mari na , it has been exempted from t he used 
a nd useful calculat ion . The approved formula met hod, us e d as an 
i ndicato r of useful plant, was followed in calc u lating t he use d 
and useful perc e ntage for the wate r distribution system. By 
formul a calculation , t he wat er distribut ion syste m is determined to 
be 80.95\ used and use ful . The e xcept ion to t h is percentage of 
useful p lant would be Account Number 3 34 (Meter & Meter 
Instal lat ions) . Meters are i nstalled upon demand and are 
consider ed 1 00\ used and use fu l . I t is recommende d that t he 
distribut ion s ystem be cons i dered 80.95t used and useful with t he 
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exception of account number 334, which should be considered lOOt 
used and useful. 

The capacity of the wastewater treatment plant is 15,000 
gallons per day, operating in the extended aeration mode of 
treatment. The highest daily flows during the test year occurred 
in June, 1996, and was 12,200 gpd. There are two (2) customer 
connect ions, the town home complex which is estimated to be 17 
ERCs, and the marina which is estimated to be 4 ERCs. The used and 
useful formula, uaed aa an indicator, yields a percentage of useful 
plant at 81.33t. It is recommended that wastewater treatment plant 
accounts be considered 81.33\ used and useful. 

Roughly, the wastewater collection system is the same as the 
water distribution system. The configuration of the collection 
mains can accommodate 24 units, estimated to be 21 ERCs. While the 
platted maps of the service area show 34 potential homesites, only 
19 units were actually constructed which are estimated to be 17 
ERCs. The marina constructed its own main extension that forwards 
influent directly to the master lift station at the plant site . 
Because this line is privately owned by the marina, it has been 
exempted from the used and useful calculation. Customer growth 
over the last five years ·has been stagnant. The approved formula 
method, used as an indicator of useful plant, was the basis for 
calculating the usefulness of the collection system. By f ormula , 
the wastewater collection system was calculated to be 80 . 95\ use 
and useful . It is recommended that the collection system be 
considered 80.95\ used and useful. 
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ISSUE 3; What is the appropriate average amount of test year rate 
base for each system? 

RECOMMENDATION: The appropriate average amount of test year rate 
base for Point Water & Sewer should be $il 1 338 ~ ··~ ~4 for water and 
$3,959 for wastewater. (KEMP, DAVIS) 

STAFF ANALYSIS: According to the auditor, PWS does not have 
records supporting the costs associated with the construction o f 
this utility. A review of the 1983 tax returns for NOH, Inc . and 
IGR, Inc. did not reflect any plant, accumulated depreciation or 
land. Also, an examination of the original town home sales 
agreement indicated that the customers did not incur a hook-up or 
connection fee. Based on the foregoing information, staff has 
concluded that water and wastewater plant through the end of the 
test year is lOOt contributed. The engineer performed an Original 
Cost Study (OCS) . The appropriate components of rate base consist 
of utility plant in service, non-used and useful plant , land, 
accumulated depreciation, CIAC, amortization of CIAC and working 
capital allowance. Staff has used the amounts set forth in the OCS 
as a basis f o r these rate base components . Further adjustments are 
necessary to 1eflect test year balances. A discussion of each 
adjusted component follows. 

Qepreciable Plant in Service: 

Water Treatment Facility - The existing water treatment plant 
is an open-system plant that accesses raw ground water via a four 
inch (4") artesian well drilled to a depth of 600 feet with casing 
set at 340 feet. This is a free flowing well that is assisted by 
a one (1) horsepower (hp) booster pump just prior to the aeration 
chamber. The aeration chamber is located on top of an Enviroport 
type package plant . The package plant is compartmentalized to 
include the above me ntioned aeration unit mounted over a 6, 000 
gallon ground storage reservoir, a 850 gallon hydropneumatic tank, 
a nd a high service pump room . There are two seven and one-half 
(7. 5) hp high s ervice pumps rated at 140 gpm each. These two high 
service pumps transfer treated water from the storage c hamber into 
t he hydropneumatic tank for pressurization and distribution via 
water mains . The on/off pressure range of the high service pumps 
was set to respond at 55/65 pressure per square inch (psi) with an 
average plant pressure of 60 psi. Aerated water is disinfected 
wi th liquid chlorine , injected just prior to the high service pumps 
by a hypomechanical chemical pump. The utility aerves l e ss than 
350 persons and i s not required to ha ve an aux i liary power 
generator for emergen c y po wer o u tages. 
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Wastewater Treatment Facility - The existing wastewater plant 
is a 15, 000 gallon per day (gpd) steel Enviroport type package 
plant operating in the extended aeration mode of treatment . The 
plant's effluent is dechlorinated upon discharge from the chlorine 
contact chamber and is released, directly into the St . Johns River 
via a six (6) inch PVC out fall line. The outfall line runs 
underground for about 50 1 inear feet to a seawall . From the 
seawall, it continues to travel an additional 250 feet, underneath 
a dock, where it flows into the St. Johns River . 

Water Distribution System - According to the information 
provided by the utility, the utility has approximately 500 linear 
feet of four (4) inch PVC pipe, and 50 linear feet of two (2) i nch 
PVC pipe. The network of water distribution mains serving the 
custo mers of Point Utilities appear to be properly sized and 
engineered to meet pressure and supply demands . 

Collection System - According to the information provided by the 
utility, the collection system serving the customers of Point 
Utilities consists of two manholes, 485 linear feet of eight (8) 
inch Vitrified Clay Pipe (VCP) , and a master lift station at the 
plant site. The marina installed its own connection to the master 
lift station . The network of wastewater collection mains serving 
the customers of Point Water & Sewer appear to be properly sized 
and engineered to meet current flow and disposal demands . 

The utility recorded test year utility plant in service 
balances of $42,769 for water and $36 , 549 for wastewater. Utility 
plant in service has been decrP.ased by $13,491 f o r water and 
increased by $42,835 for wastewater . The adjustments to the water 
plant included: 1) a decrease of $13 , 791 to reflect utility plant 
in service per the OCS , 2)an increase of $600 for pro forma plant 
t o reflect the installation of a 2" meter for the PPOA 
reco mmended by the engineer , and 3) a decrease of ~ 
r eflec t ad ustment on lant 

Land: The wa ter and wastewater systems are bui J.. t on three 
parc e l s o f land, Pa rcel A, Parcel B and Parcel C. 
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Parcel A was originally owned by IGR, Inc. and includes one 
half of the wastewater treatment plant. On September 12, 1995, 
along with assigning all its right s, powers, duties and 
responsibilities as successor, IGR, Inc . sold Parcel A to PWS . 

The water plant located on Parcel B is owned by the Point 
Property Owners Association (PPOA) . The deed for Parcel B includes 
an easement granting the use of the land on which the water plant 
sits for utility purposes. 

Parcel c is owned by James Yonge and PDY, Inc. and includes 
one half of the wastewater treatment plant and the well for the 
water plant. The marina has a 99 ·year lease agreement on Parcel C 
with the owners . The marina granted an exclusive easement to James 
Yonge and PDY, Inc. to allow the construction of a wastewater 
treatment plant, lift station and all piping, plumbing and 
electrical service . In exchange for the easement, the marina was 
allowed to tie into the water and wastewater systems without any 
fee or tap in charge . The marina was responsible for all costs 
related to running the lines to the plant and was obligated to pay 
the monthly charges for services provided. On May 3, 1983, PDY, 
Inc. quitclaimed its interest in this easement to various 
corporations which were subsequently merged into IGR, Inc. On 
September 5, 1995, IGR, Inc . assigned its rights to the easement to 
PWS . 

Although the utility does not own all of the land on which the 
facilities are located, or have a 99 year lease, staff believes 
t hat the easements serve as sufficient proof of the utility's right 
t o continued use of the land as required by Rule 25-30 . 433 (10) , 
Flo rida Administrative Code . The utility recorded land balances of 
$7,23 1 for water and $13,451 for wastewater . Since the utility 
does not own this land nor has it incurred a cost to use the land, 
staf f has made adjustments of $7,231 and $13 , 451 for water and 
wastewater respectively to remove these balances from rate base . 

Non - Used and Useful Plant : Non-Used and useful plant has a 
negat ive impact on rate base. In Issue No . 2 , the Staff engineer 
recommended that the used and useful be c onsidered 57 .61\ for water 
treatment plant, 80 . 95\ for water distribution system, 81 . 33\ f o r 
wastewater treatment plant and 80.95\ for wastewater collectio n 
system . Staff applied the non-used and useful percentages t o 
ca l c u l ate average non - used and useful plant of $11,030 for water 
and $14 ,865 for wastewater. Non-used and useful acc umulated 
depreciation i s $6, 763 for water and $11,340 for wastewater . Staff 
recommends a ne t average non-used and useful plant of $4 , 26 7 for 
water and $3, 525 for wastewater. 
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Contributions in Aid of Construction (CIAC): CIAC has a negative 
impact on rate base . The utility did not record CIAC for the test 
year. As stated earlier, the utility did not have any records 
supporting the costs associated with the construction of this 
utility. A review of the 1983 tax returns for NOH, Inc . and IGR, 
Inc. did not reflect any plant, accumulated depreciation or land. 
Therefore, in accordance with Rule 25-30.140 (8), Florida 
Administrative Code, staff has imputed CIAC on 100\ of all water 
and wastewater plant through the end of the test year . Staff made 
adjustments to increase CIAC by $28,978 for water and $79,384 for 
wastewater . Staff also made adjustments to decrease CIAC by 
$11,030 for water and $14,865 for wastewater to reflect non - used 
and useful. The utility has not had any plant additions since 1980 , 
for the water plant and none since 1993 for the wastewater plant , 
therefore an averaging adjustment was not necessary . Staff 
recommends CIAC balances of $17, 948 for water and $64,519 for 
wastewater. 

Accumulated Depreciation: Accumulated depreciation has a negative 
impact on rate base . The utility recorded an accumulated 
depreciation balance of $2, 917 each for water and wastewater. 
Consistent with Commission practice, accumulated depreciation was 
calculated using the prescribed rates described in Rule 25-30.140, 
Florida Administrative Code. Staff increased water by $14, 91!3 
~ and wastewater by $59,976 ':10 7 to reflect test year 
a~ated depreciation amount. An ncrease of $35 for water was 
made to reflect accumulated depreciation on pro forma plant . Stai~ 
also reduced accumulated depreciation by ~ 1'"15 and $1!, 1!56 
~ for water and wastewater respectively to re .lect average 
ba!~ance. Staff recommends accumulated de reciation balances of a 
$17, i!SQ for water and $69, 637 5· ,, I for wastewater. 

Amortization of CIAC: The utility did not record anything for 
amortization of CIAC. Staff made adjustments of $17,84 0 f o r water 
and $62,893 for wastewater to reflec t amortization o n t he i mputed 
CIAC . Amo rtization of CIAC was decreased by $6,763 and $11,340 f o r 
water and wastewater respectively to reflect the non - used and 
useful amortization on CIAC . Also, averaging adjustments t o 
decrease the balances by $625 for water and $2,256 for waste water 
were made to reflect an average. Staf f r ecommends amortizat ion of 
CIAC balances of $10,452 for water and $49,297 f o r wastewater . 

Working Capital A1lgwance: Consistent with Rule 25-30 . 443, Florida 
Administrative Code, staff recommends that the one - eighth of 
operation and maintenance expense f o rmula approach be used for 
c alculat ing working capital allowance . Applying that formula , 
Staff recommends a work i ng capital allowance of $il,973 $1,9• for 
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Rate Base Snwery: Based on the aforementioned adjustments, the 
appropriate balance of Point Water & Sewer, Inc. test year rate 
base is $~, 338 .,. for water and $3, 959 J Ql) for wastewater. 
Rate base is shown on Schedules Nos. 1 and t adjustments are 
shown on Schedule No. lB. 
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ISSQB 4: Should an acquisition adjustment be approved? 

REQQHMENDATIQN: No , an acquisition adjustment should not be 
included in the calculation of rate base for this utility. (KEMP) 

S~AFF ANALXSIS : An acquisition adjustment results when the purchase 
price differs from the book value (original coat leas accumulated 
depreciation) of staff's calculated rate base. The acquisition 
adjustment resulting from the 1995 purchase of the utility by PWS 
would be calculated as follows : 

Purchase Price (9/15/95) : $ 100,000 

Staff Calculated Water Rate Base $ iil,338 

Staff Calculated Wast ewater Rate Base s ),959 

Acquisition Adjustment $ 94,612 

The utility did not have adequate recorda for staff t o 
determine the costs associated with developing the systems . 
Therefore, the engineer performed an Original Cost Study (OCS). 
The OCS of the property when first dedicated to public service was 
used to calculate rate base. 

In the absence of extraordinary circumstances, it has been 
Commission policy that a purchase of a utility system at a premium 
o r discount shall not affect the rate base calculation. The 
c ircumstances in this case do not appear to be extraordinary . I n 
addition, since the purchase was a related party transaction , s t aff 
does not recommend that an acquisitio n ad j ustment be inc luded in 
t he c alc ulation of rate base . 

- 17 -



DOCKET NO. 961434-WS 
DATE: April 24, 1997 

COST OF CAPITAL 

ISSQE 5: What is the appropriate rate of return on equity and the 
appropriate overall rate of return for this utility? 

BBCOMMENDATIQN: The appropriate rate of return on equity is 11.88\ 
with a range of 10.88\ - 12 . 88\ and the appropriate overall rate of 
return is 8.65\ with a range of 8.65\ - 8 . 66\. (KEMP) 

SIAFF ANALXSIS: The utility's capital structure consists of 
$100,000 of long-term debt with an interest rate of 9.50\, short 
term debt of $34,352 with an interest rate of 6.31\, short term 
debt of $2,370 with an interest rate of 6.31\ and c ommon equity of 
$500. Using the current leverage formula approved under Docket No . 
960006-WS, Order No. PSC-96-0729-FOF-WS, issued May 31, 1996, the 
rate of return on common equity is 11.88\ with a range of 10.88\ -
12.88\. 

Applying the weighted average method to the total capital 
structure yields an overall rate of return of 8.65\ with a range of 
8 . 65\ to 8.66\. Staff made pro rata adjustments to reconcile the 
capital structure downward to match the recommended rate base. 

The utility's return on equity and overall rate of return are 
shown on Schedule No. 2. 
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NET OPBRATING INCOME 

ISSUE 6: What are the appropriate test year operating revenues for 
each system? 

RECOMMBNDATIOB: The appropriate test year operating revenues 
should be $13,685 for water and $13,685 for wastewater. (KEMP) 

STAfF ANALYSIS: Currently, the utility is in the process of 
certification and as of yet, does not have Commission authorized 
rates . Staff selected a historical test year ending Decembc~ 31, 
1996 . During the test year the utility collected revenues of 
$27,730 . This represents $300 a month from the marina and $23,770 
from the PPOA, as ordered by the circuit court. The revenues are 
reflected on the utility's books as $13,685 for water and $13,685 
for wastewater. Staff did not make an adjustment. 

Operating revenues are shown on Schedules Nos. 3 through 3C. 
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ISSQE 7: What is the appropriate test year loss for each 
system? 

REC'OtfotENDATION: Th.;_..!fP..E2 Priate test year losses are $4, 414 ~3li!521 
for water $1ia 1 76ia - for wastewater. (KEMP) .,.., 

STAFF ANALXSIS : The test year revenue is $131685 for water and 
$13,685 for wastewater. Corresponding test year operating expenses 
are $18,999 · for water and $ia6 $~~~ 1!1~$~4: for wastewater 
for operating losses of ~ ;5211 for water and 
$12 I 762 for wastewater . · ··-

The test year operating losses are shown on Schedule Nos. 3 
through 3-C . 
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ISSUE 8: Should the Commission approve the operating ratio 
methodology as permitted in Rule 25-30.456, Florida Administrative 
Code, to be used for calculating the revenue requirements for PWS 
water and wastewater syst ems and if so, what is the appropriate 
margin? 

REQQMMENDAIIQN: Yes, the Commission should approve the operating 
ratio methodology for calculating the revenue requirement for the 
water and wastewater systems . The margin should be 10\ of 
operating and maintenance expenses. (BETHEA, KEMP) 

STAFF ANALYSIS: By Order No. PSC-96-0357-FOF-WU, issued March 13, 
1996, in Docket No. 950641 - WU, the Commission approved the use of 
the operating ratio methodology for setting rates . The Order also 
established criteria to determine the use of the operating ratio 
method and a guideline margin of 10\ of operation and maintenance 
expenses. 

Staff believes there are many factors involved in deciding 
whether to implement an operating ratio (ORM) . The following 
discusses the threshold crit~ria established in Order No . PSC-96-
0357 - FOF-SU, and how they apply to PWS: 

1) Whether utility's operation and maintenance expense exceed 
rate base. As discussed in Issue 3, the utility's test year plant 
in service is considered 100\ contributed. This results in a rate 
base substantially lower than the level o f operation and 
maintenance e~en~e. Staff adjusted test year rate base for water 
is $~ 1 ~38 ~~~ and $3 1 959 $4,8' for wastewater while 
c~!~~~ponding op~ation and ~aintenance expenses are $16;Sb6 
$1s·;,s~ for water and $~4, 499 (~a .,0$ for wastewater . Although the 
utilit y has received the benefi t of the contributed plant, staff 
believes that the utility should be allowed a margin of revenues 
over expenses to protect it from unexpected expenditures and/or 
revenue shortfalls . 

Traditional regulation allows only break even revenues when 
there is no rate base . Setting break even rates wi 11 place a 
utility, or any business f or that matter, in financial jeopardy as 
it provides no cash flow with which to cover poten t ial revenue 
shortfalls, higher expense levels or future investment 
requirement s. Revenue shortfalls can result from such factors as 
lower usage levels (repression) in response to higher rates, o r 
from demographic or environmental changes. Expenses can also be 
vo latile in any given year. Although staff attempts to provide 
adequate expense levels in SARCs, experience shows that ~ t has been 
i mpossible to anticipate every contingency and utilities often fail 
t o meet t heir r evenue requirement after completion of a c ase. 
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The ORM serves a dual purpose in attempting to compensate the 
utility owner for the risk of not being able to cover costs in any 
given year and to provide an internal source of funds to cover 
revenue shortfalls. Under rate base regulation this ~cushion" of 
internal funds is provided through depreciation expense and the 
equity portion only of the rate of return. If there is no rate 
base there is no depreciation or rate of return. Staff ~elieves 
that failure to provide a reasonable margin of revenues over 
expenses is not in the best interest of the ratepayers. Break even 
rates will ultimately result in service degradation from deferred 
maintenance or inability to replace plant, thereby, resulting in 
higher long term costs. 

2 ) Whether the utility is expected to become a Class B in the 
foreseeable future. According to Section 367.0814 (7), Florida 
Statutes, the alternative forms of regulation being considered in 
this case apply to Class C utilities only. PWS is currently a 
Class C utility, the revenue requirements of s•e,ett $19,005 for 
water and $•9 1 693 for wastewater are substantia~y below 
the threshold leve or ass B status ($150,000 per system) . In 
addition, the utility's customer growth has been stagnant over the 
past years and is not expected to rise . This suggests that PWS will 
not become a Class B utility in the foreseeable future. 

O'I1IER FACTORS 

3) Quality of service and condition of plant. As mentioned in 
Issue No . 1, the quality of service provided by PWS is considered 
satisfactory. The utility is up-to-date with all chemical tests 
required by the Department of Environmental Protection (DEP) . T~st 
analysis results of the water and wastewater systems are 
satisfactory. According to the analysis results, the quality o f 
the water meets or exceeds all standards for safe drinking water . 
In accordance with DEP records reviewed by staff, the water served 
by the utility is satisfactory. Because the wastewa t er plant 
discharges directly into the St. Johns River, it is monitored 
closely by the DEP . The DEP has f o und that the quality of the 
wastewater effluent passes standards for surface water discharge . 
At present, the DEP has no open citations or corrective orders 
pending against the utility. Upon staff's plant visit, no 
excessive or foul odors were detec ted, and each facility was 
operating according to its design. 

4 ) Whether the utility is developer owned. Although the curn~nt 
owne r is not a developer, the previous owner, Mr . J ames Yo nge , i s . 
Due to the father-son relationship o f t he c u r r e n t and previous 
owne rs, staff c onside rs the purcha s e o f the utility t o be a related 
par t y t r ansactio n. Although the service area is not buil t o ut . 
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customer growth has been stagnant over the last 5 years. Staff 
does not believe a develope r relationship , in itself, should 
disqualify a utility from the ORM . Although one could argue in 
this case that a developer relationship exiets, staff believes the 
other factors justify use of the ORM. 

5) Wbether tbe utility Qperates treatment facilities or is simply 
a distribution and/or collection system . PWS operates water 
treatment and distribution systems and wastewater treatment and 
collection systems. 

MARGIN PERCENTAGE 

By Order No . PSC-96-0357-FOF-WU, issued March 13, 1996, in 
Docket No. 950641-WU, the Commission determined that a margin of 
10\ shall be used unless unique circumstances justify the use of a 
greater or lesser margin. The Commission settled on the !0\ margin 
due to lack of economic guidance o n developing an operating ratio 
method rate of return . The Commiss i on believed that it would be a 
futile and unwarranted exercise to try to establish a precise 
return applicable to all small utilities. The important question 
was not what ~he return percentage should be, but what level of 
operating margin will allow the utility to provide safe and 
reliable service and remain a viable entity. The answer to this 
question requires a great deal of judgement based upon the 
particular circumstances of the utility . 

Several factors must be considered in determining a reasonable 
margin. Fi rst, the margin must provide sufficient revenues for the 
utility to cover its interest expense. Point Water &. Sewer ' s 
interest expense is approximately $463 annually . Second, use of 
the ORM rests on the contention that the principal risk to the 
utility resides in operating cost rather than in capital cost 
associated with rate base. As previously stated, break even rates 
presents great financial risk to the utility as cash flow wil l be 
insufficient to cover any unexpected variance in revenues or 
expenses. Therefore, the margin should adequately compensate the 
utility owner for that risk. Third, the ORM should provide an 
adequate margin of revenues over e xpense s to protect against 
potential adverse variability of either. The return on rate base 
met~<_;>'i. ,~ould rovide PWS with tte c~sh . flows i)f. $U4 'f.$>1:. W&~X"-w-aJ,ld 
~.!J~ ~~5Ji<t:f . 7 ~ through deprec1at1on and" only ~ $l5' for 
waler 'iu i I . for wastewater in operating income. Ded~etift!J 
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for water and 6ia, 449 $2) .&1: for 
and $ia 1 1?& ~2,110, respectively, .... after . ... 

In conclusion, Staff believes the above factors show that the 
utility needs a higher margin of revenues over operating expenses 
than the traditional return on rate base method would allow. 
Therefore, in order to provide the utility adequate cash flow to 
provide some assurance of safe and reliable service, Staff 
recommends application of the operating ratio methodology at a 
margin of lOt of operation and maintenance expenses . 
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ISSUE 9: What are the appropriate amounts for operating expense 
for each system? 

PRIMARX BBCOMMENDATION: Using the "operating ratio method", t he 
appropriate amounts for ope rating expenses f o r PWS should be 
$18, 385 B~1f.!D for water a nd Sin, 163 f~~6t~~l for wastewater. 
(KEMP, o.zlVi s> . 

ALTERNATE BBCOMMENDATION: Using the "rate base method", the 
appropriate amounts for operating expenses for PWS should be 
$18;317 for water and $iil7,961 (~1.:33 for wastewater . 
(KEMP) 

PRIMARY STAFf ANALXSIS; The utility recorded operating expenses 
of $32,667 for water and $39,466 for wastewater . The components o f 
these expenses include operation and maintenance expenses , 
depreciation expense (net of related non-used and useful 
depreciation on expense ) , amortization of CIAC (net of related no n­
used and useful CIAC on amortization) and taxes other than income . 

The utility's test year operating expenses have been traced to 
invoices. Adjustments have been made to reflect unrecorded test 
year expenses, recommended allowances for plant operations , and 
removal of unsupported and non-utility expenses . 

Operation and Haintenance &xpenses(O & M): The utility c harged 
$ 2 9,183 to water 0 & M and $35,404 to wastewater 0 & M dur i ng the 
test year. A summary of adjus t ments that were made to the 
utility's recorded expenses follows : 

l ) Salaries & Wages - The u t il ity recorded test year salar ies 
and wages expense of $4,800 each for water and wastewater . 
The utility provided a letter to support a part time o ffic e r 
and manager for 12 . 5 hours per week. The u t ility has cos t s 
i n c luded in contractual services t o suppo r t an operator, who 
also performs the ma j orit y o f t he repairs for the ut ility, a nd 
a n accountant . Staff b e lieves 12.5 hours t o be exc ess i ve and 
recommends 4 hours per week a t $25 per hour for a p a r t time 
officer and manager. Adjustments t o reduce salaries a nd wages 
by $ 3 ,210 each for water and wa ste wa t er to ref l ect a n a nnual 
s a la r y of $2 , 600 fo r each system . 

2) Employee Pensions & Bene f i ts - The utility d i d no t record 
a nyt hing f o r t est yea r e mployee pensions and b e ne f i ts . 
Howe ve r, a request to inc lude annual he alth c are insurance of 
$864 wa s submi tted. Co ns i s tent wi th the recommendation o f 4 
hours for a part t i me emp l oyee , whic h constitutes 1 0 \ of hours 
worked by a full t ime e mp l oyee , staff ha s made adj ustments to 
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reflect health care coverage on a pro rata basis. Staff made 
an adjustment $43 each for water and wastewater to include 10\ 
of the annual costs for employee pensionc and benefits. 

3) Sludge Removal - Utility recorded a sludge removal expense 
of $400. Staff engineer recommends that the utility have its 
sludge hauled twice a year. An adjustment was made to 
increase this balance by $600 to reflect the engineer's 
recommendation. Staff recommends sludge removal expense of 
$1,000. 

4) Chemicals The utility recorded test year chemicals 
expenses of $599 for water and $2,740 for wastewater. No 
adjustment was made to water, however, staff increased 
chemicals for wastewater by $61 to reflect annualized 
expenses. Staff recommends water and wastewater chemicals 
expense of $599 and $2,801 respectively. 

5) Contractual Services - The utility recorded contractual 
services expenses of $9,621 for water and $12,000 for 
wastewater during the test year. Staff made the following 
adjustmencs in contractual services to: 

NATBR - c) reflect an annual allowance of $583 for maintenance 
and repairs, an increase of $122; d) reflect a 30\ allocation 
of costs for the contract operator, a decrease of $1,320; e) 
reflect legal fees incurred from dispute against PPOA for 
nonpayment amortized over 5 years, a decrease of $3,226; and 
f) reflect annualized accounting fees, an increase of $750. 

Also included in contractual services for water is an increase 
of $1,131 to reflect annual DEP testing. As determined by the 
Staff engineer, the appropriate annual amount for DEP testing 
is $2,066: 

Description 

Microbiological 
Primary Inorganics 
Secondary 
Asbestos 
Nitrate & Nitrite 
Volatile Organics 

Pesticides & PCB 
Radio nuclides 
Group I 
Group II 

Freguency AnnUal Cost 

Monthly 
36 mos . 
36 mos. 
1/9yrs. 
12 mos. 
qtr'ly/1st yr/36 mos. 
subsequent/Annual 
36 mos. 

36 mos. 
36 mos. 

- 2 6 -

$360 
s as 
$ 80 
$ 25 
$ 60 

$143 
$470 

$ 35 
$100 
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Unregulated Organics 
Group I 
Group II 
Group III 
Lead/Copper 

Test Year 

qtr'ly/1st yr/ 9yrs . 
36 mos . 
36 mos. 
biannual 

$275 
$ 50 
$ 83 
~ 

s 2.066 

WASTEWATER - a ) reflect annual expense for grounds keeping, 
per the engineer, an increase of $80 ; b ) rem~ve unsupported 
expenses for repairs, a decrease of $140 ; c ) reflect annual 
allowance of $925 for maintenance and repairs, an increase of 
$353; d) reflect a 70\ allocation of costs for the contract 
operator, an increase of $1 , 320 ; e) reflect legal fees 
incurred from dispute against PPOA for nonpayment amortized 
over 5 years, a decrease of $3,226; and f) reflect annualized 
accounting fees, an increase of $750. 

Also included in contractual services for wastewater is a 
decrease of $861 to reflect annual DEP teating. As determined 
by the Staff engineer, the appropriate annual amount for DEP 
testing is $2,202 : 

Description 

Fecal Coliform 
Bio-Oxygen Demand-influent 
Bio-Oxygen Demand-effluent 
Total Suspended Solids - in£ 
Total Suspended Solids-eff 
Chemical Oxygen Demand-in£ 
Carbonaceous BOD (5 )-efi 
Ni trate/Nitrite 
Ammonia - effluent 
S l udge analysis 

Freguency 

monthly 
mo n t hly 
monthly 
mo nthly 
monthly 
monthly 
mont hly 
quarterly 
quarterly 
yearly 
Test year Total 

AJU1ual Cost 

$300 
24 0 
24 0 
13 2 
1 32 
264 
24 0 
24 0 
64 

___l2Q 
s 2 . 202 

Total adjustments t o decrease contractual services were 
$2, 54 3 and $1, 724 for wat-er and wastewater respectively . 
Staff recommends contractual services expense o f $7,078 f o r 
wa ter. Staff recommends $10,276 for wastewater . 

6 ) Rent s Expense - The ut i lity proposes to rent an offic e f or 
$3 00 per month in an effort to adhere to Rul e 25- 30 . 110 (2) 
(b ) , Flori da Administrative Code, which s t a tes tha t t h e 
utility must maintain its recor ds at t he o f fi ce o r o ffi c es o f 
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the utility within the state and shall keep those records ope n 
for inspection during business hours by Commission staff . As 
it stands, the utility only has two customers; staff does not 
see the prudence in the utility obtaining an office f o r the 
sole purpose of keeping its records . The rules do not mandate 
that the utility have a spec ific offi ce, the utility may keep 
its records avai lable at its a ccountant's or attorney's 
o ffice. In some instances, utilities have maintained thei r 
r ecords in their homes . The $300 rent expense proposed by the 
utility included office space, phone, access to a copier and 
facsimile machines and use of a conference room. Staff 
believes the utility should be allowed an amount to cover 
phone , storage, and access to copier and facsimile machines. 
Therefore, staff has recommended a monthly rent expense of 
$100 per month, $50 for water and $50 for wastewater. Staff 
finds this amount to be comparable to utilities of this size. 
Staff recommends annual rent expense of $600 for water and 
$600 for wastewater. 

7) Transpor~ation Expense The utility did not record 
anything for transportation expenses . The engineer recommends 
100 miles per month as a reasonable travel allowance t o be 
split 50-50 between water and wastewater. Staff made an 
adjustme:tt to increase transportation expense by $186 for 
water and $186 for wastewater . 

8) Insurance Expense - The utility did not record anything for 
insurance expense . Because the utility discharges effluent 
into the St. Johns River, the risk of environmental 
contamination is ever present. During the audit, the utility 
submitted an insurance bid with an annual premium of $13, 571. 
The quote included coverage for general liability, property 
damage, and environmental pollution . Since then, staff has 
directed the utility to obtain another quote. The uti l ity was 
able to obtain a quote for general liability, propert y damage 
and pollution control c overage with an annual premium o f 
$4,606 for water and wastewater . Staff considers this t o be 
a reasonable amount . St aff made an adjustment to inc rease 
water and wastewater by $2,303 eac h. 

9) Regulatory Commiss ion Expense - The ut i l ity recorde d t e st 
year regulatory commission expense of $4, 0 2 0 each f o r the 
water and wastewa ter systems . These amounts reflect SARC 
legal fees incurred during the test year. Staff made 
adjustments to; a) reflect legal fees incurred dur i ng the SARC 
81\S Cert:ifieatieft eeeltet: amort i zed over four year s, a de c rease 

· J1 for water and $1, 959 J2-1 ·s:• f o r waste wate r 
es that t his being t he uti lity 's f irs t time before 
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as a primary reason for the exorbitant legal 
the utility on a going 

in its use of lega 1 counsel 
in rates); 8+-

ncur 
amortized over four years, an increase of $800 

water and wastewater . Staff recommends $•,565 J1~513 o f water 
and $3 1 198 of wastewater Regulatory Commission Expense. 

10 ) Miscellaneous Expense - The utility recorded $7,025 for 
water and $8,325 for wastewater miscellaneous expenses . Staff 
has made adjustments to : a) remove interest expense , decreases 
of $6,275 each for water and wastewater; b) reflect annual 
allowance of $250 each for miscellaneous expenses, increase of 
$2 50 for water and wastewater; c ) reflect annualized bank 
charges, increases of $60 each for water and ~astewater ; d) 
reflect reclassification of application fees for 
certification, decreases of $750 each for wate r and 
wastewater; e) reflect DEP permit fee amortized over five 
years, a decrease of $800 for wastewater; f) include 
engineering fee related to the DEP permit amortized o ver five 
years, an increase of $370; and g) Although it is not 
necessary for a utility of thi s size to provide offi c e hours 
o n a daily basis, should an emergency arise, the customers 
must be able to contact a representative of the utility . 
Therefore, staff is recommending a monthly expense o f $20 f o r 
a pager or answering service , an increase of $12 0 each f or 
water and wastewater . Staff r e commends $4 30 f o r wa t er 
miscellaneous expenses and $1 , 300 f o r wastewater miscel l aneo us 
expenses . 

Operation and Maintenance Expenses(Q i M) Summa~: Tot a l operation 
and mai n tenance was d ecr e ase d by $1•, S97 Jl.3 ~585) f o r wate r and 
IS H I 99 4 $11.:;;-~tA for wastewater . Altho ugh the a moun s rec ommended by 
staff e xceea-nistorical operating and maintenance expense , s t aff 
notes that there were a number of costs incurred during the t es t 
year that the utility did not previ ously incur . Also, be c ause t he 
u t ili ty disc harges int o the St. J o hns River , DEP t esting and 
t rea t ment require ments hav e i ncrease d greatly. Al l expense s 
recommended by s t aff have been exami ned for reaso nable ness and 
prud encey. Staff recommends Operation and Maintenance Exp e nses of 
S 16 1 S86 IJ H~'fl for water and $-4 1499 $23,408 f o r was tewa ter. 
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Operation and Maintenance Expenses are shown in Schedule Nos. 3E 
and 3F. 

Depreciation Expense (Net of non-used and usefu1}; The utility 
recorded $2, 500 each for water and "'astP.water in depreciation 
expense during the test year. Consistent with Commission practice, 
Staff calculated test year depreciation expense using the 
prescribed rates described in Rule 25-30.140, Florida 
Administrative Code. Staff made depreciation expense adjustments 
to reduce water by $1,~85 · ~ for and increase wastewater by 
$2,91~ Applying the prescribed depreciation rates to the 
appropr and useful plant in service account balances, 
Staff decreased water by $480 and wastewater by $844. Also, an 
adjustment was made to increase water by $35 to reflect 
depreciation on the pro forma meters. Staff recommends net test 
year depreciation expense of ~ ~ I for water and $3 1 668 $3,167 
for wastewater. ·· 

CIAC Amortization ExPeDBe(Bet of oon-usec:J and useful): The utility 
did not record any amortization expense. Applying the prescribed 
depreciation rate to the plant balances in which CIAC was imputed, 
staff made adjustments of $1,125 and $4,512 for water and 
wastewater respe~tively. Staff also made an adjustment to reduce 
amortization by $480 for water and $844 for wastewater to reflect 
non-used and useful on these accounts. Staff recommends a 1.egative 
amortization balance of $735 for water and $3,668 for wastewater. 

Taxes Other Tban Income Taxes (TQTI) : The utility recorded test 
year TOT! of $984 for water and $1,562 for wastewater. Staff made 
an adjustment of $494 for water and $485 for wastewater to reflect 
annual payroll taxes . 

Increase in Operating Revenues and Expenses Summary: 

Operating Revenues - Revenue has been increased by $6 1 359 $5·, 320 
for water and $15 1 981 , . · ~ " for wastewater to reflect t he 
increase in revenue requ re to allow the utility to recover ~ts 
expenses and earn a margin return on 0 & M. 

Taxes Other Than Income - TOT! has been increased by ~ $239 for 
water and ~ $610 for wastewater to reflect regulatory assessment 
fee at 4.5t on tne required revenue increase. 

The application of staff's recommended ad j ustments to the 
u t ility's recorded operating expenses results in recommended 
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operating expenses of $18 1 385 1~, •• 6 f o r water and 6~7,163 $26,223 
for wastewater . 

ALTERNATE STAfF ANALXSIS; Should the Commission find •rate base 
methodH appropriate, there would be two differences to the above 
analysis, the revenue requirement and the level of regulatory 
assessment fees . Staff recommends that revenues be increased by 
$4,834 for water and $13,639 f1~,8~8 f or wastewater to 
reflect annual revenue required to c over 'the utility expenses 
and allow a recommended rate of return on investment. TOTI has 
been adjusted by ~ 1$1 for water and ~ '$579 for wastewater 
to reflect regulatory a s sessment fees of 4. 5\ on the increased 
revenues . These adjustments allow the utility t o c over its 
expenses and allow a recommend rate of return on investment. The 
application o f staff's recommended adjustments to t he utility's 
test year operating expenses results in operat ing expenses o f 
618,311 '1?,3f9 f o r water and $~?,961 ' 2l i.1Ja for wastewat er . 

Operating expenses are shown on Schedules Nos. 3 t hrough 3C. 
Adjustments are shown on Schedule No. 30. 
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REVENUE REOUIREMEN'I' 

ISSUE 10; Wha t is the appro pria te revenue requirement for each 
system? 

PRIMARY STAFf BBOOMMBNDATIQN: The appropriate revenue requirements 
using the "operating ratio method" for PWS, are $iil9, 94 4 $·1:9~ 005 
for water and $ia9 1693 fl . , . ." for wastewater. (KEMP) 

ALTERNATE STAfF ANALXSIS: The appropriate revenue requirements 
using the "rate base method" for PWS, are $18 1519 •11, 1'48 for 
water and $iil7 1 3iil4 for wastewater. (KEMP) · 

PRIMARY STAPP ANALYSIS: Based on the "operating ratio method" of 
calculating the revenue requirement, PWS should be allowed an 
annual increase in revenues of $6 1 359 {46.47') JS~320 (38.87t) for 
water and $15 1918 {116.3.,) l14,.7t (108.73\} for -wastewater. This 
will allow the utility the opportunity to recover its expenses and 
earn a 10\ margin on its operating and maintenance expense . The 
calculations are as follows : 

ALTERNATE STAfF ANALYSIS : Based on the "rate base method" of 
calculating the revenue requirement, PWS should be allowed an 
annual increase in revenues of &1~~~~~-3-1!++ !tC1~34,"{~~6~9t' , for 
water and $131639 (99.67,) was e wa t .. r. 'nls will 
allow the utility the opport re its expenses and earn 
a 8.65% return on its investment. The calculations are as f o ll ows: 
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The revenue requirements and resulting annual increases are 
shown on Schedules Nos. 3 through 3C 
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RATES AND CHARGES 

ISSUE 11 : What is the appropriate rate structure and what are the 
recommended rates for this utility? 

PRIMARY BECOMMENDATIQN: The recommended rates should be designed 
to., d,J>;~duce revenues of $~9, QU If~ for water and !ii!9, 693 
$~f§.i! for wastewater . The approvea rates should be effect1ve for 
s ervice rendered on or after the stamped approval date on the 
tariff sheet pursuant to Rule 25-30 . 475(1), Florida Administrative 
Code, provided the customers have received notice. The rates 
s hould not be implemented until proper notice has been received by 
the c ustomers . The utility should provide proof of the date notice 
wa s given within 10 days after the date of the notice. (KEMP, 
JOHNSON) 

ALTERNATE BEOOMMENDATIQN: The recommended rates should be designed 
to produce revenues of $18 1 519 ~Etfj'l for water and $i!7, 3ii! 4 
$.~~ for wastewater. The approved~s should be effective for 
s erv1ce rendered on or after the stamped approval date on the 
tariff sheet pursuant t o Rule 25-30 . 475(1), Florida Administrative 
Code, provided the customers have received notice. The rates 
should not be implemented until proper notice has been received by 
the customers . The utility should provide proof of the date notice 
was given within 10 days after the date of the notice. (KEMP ) 

PRIMARY STAfF ANALXSIS: As mentioned earlier, PWS does no t 
current ly hold a certificate of authorization from the Commissio n ; 
however, a certification docket is currently pending before the 
Commission . Despite the lack of certification, staff believes that 
the Commission has the statutory authority to establish rates for 
t h i s utility in t he SARC docket . Section 367. 01 1(2) , Flo rida 
Statutes , grants t he Commission exclusive authori ty over each 
uti l i ty with respect to its authority, service , and rates. The 
s tat ute does not specifically require that the ut i lity, over whic h 
t he Commission has juri sdiction, be a certificated utility, it o nly 
req u ire s that the utility be subject to the Commission's 
j ur isd iction. This utility has been subject to the Commission's 
j u r isdict i o n since its inception in 1980. In addition, Sec tio n 
367. 081, Flo rida Statutes, grants the Commission the authority to 
fix r a t e s for utilities within its exc lusive jurisdiction. Staf f 
believes that these statuto ry provi sions along with Sect i o n 
367 . 011(3) I Florida Statutes, whi ch spe c if ically permits libe r a l 
construction of the statute in the Commission's exerc ise of its 
p o lic e power f o r the protection of the public health, safet y and 
welfare , f o rm a s ound and sufficient statutory bas i s o n whic h t o 
base Commiss ion authority t o establish final rates i n a SARC 
proceeding befo re a cer ti f icate is issued . Staff notes however , 
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that this would be the first time, outside of a grandfather 
certification, where the Commission would be setting rates before 
a certificate was granted. 

As indicated in the case background, it is imperative that rates 
for PWS are established immediately. The utility and the PPOA are 
currently operating under a court order which mandates the PPOA to 
pay 83\ of all utility invoices for operating and maintenance costs 
within 20 days of receipt. The marina is not subject to the court 
order and pays the utility $300 per month for water and wastewater 
services. St~ff is uneasy with the idea of allow1ng this payment 
process to continue for any length of time for several reasons . 
The 83\ of operating and maintenance expenses mandated by the court 
does not consider that some costs such as insurance and permits are 
amortized over the life of the expense nor does it provide 
incentive for the utility to be financially prudent when incurring 
these expenses. An example of staff's concern is an invoice for 
annual plant insurance sent to the PPOA in the amount of 
$11,264.14 , due 20 days from receipt. In this example, the utility 
had neglected to obtain bids from other insurance providers . 
Furthermore, the utility asked the PPOA to pay the i nvoice before 
it finalized the insurance policy or made any premium payments. In 
essence, 83\ of the bill was passed directly on to the PPOA for 
payment. In add ition to the insurance invoice, the PPOA has paid 
over $6, 000 in invoices since the December, 1996 court order . 
Also, there is a risk that the utility will have col lected more 
than it should by the time rates are established. Currently, there 
is no protection to the customers such as revenues held subject to 
refund, which protects customers if in fact the utility has 
collected excess revenues. On the other hand, the 83\ of 0 & M 
expenses paid by the PPOA and $300 a month paid by the marina does 
not ensure that the utility is earning enough to cover its monthly 
expenses. Furthermore, it is likely that the PPOA is paying more 
t han its share of costs to the utility under the current allocation 
83\ of costs . The utility's current rates, as set out by the court 
order plus the $300 a month paid by the marina, exposes both the 
customers and the utility to unnecessary risk. 

As a regulating body, it is staff 's duty to ensure that th~ 
c ustomers receive quality service at a fair cost. Staff believes 
it almost i mpossible for a utility to previae quality service 
without adequate funds to cover the day to day operating expenses. 
This allowance is critical if the utility is to provide safe and 
reliable service. Should the expenses such as testing, chemicals, 
or operator services, to name a few, go unpaid, the ratepayers 
could be placed at risk. The pending certification docket is 
scheduled to go to hearing on August 1, 1997, and to the agenda 
conference for a Commi ssion decision on November 18, 1997. If the 
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utility has to wait until after certification, it could not expect 
to receive compensatory rates until sometime after November 18, 
1997. Requiring the utility to wait until the certification 
decision is final in order to establish a rate may hamper PWS' 
ability to perform and maintain minimum levels of service. Staff 
believes that the setting of final rates by the Commission in this 
SARC proceeding is the most equitable solution and in the best 
interests of all parties involved . 

During the test year, PWS provided service on a flat rate basis 
to 2 general service water and wastewater customers (the marina and 
the PPOA). The utility currently has a 2" meter for the marina, 
but not the PPOA. The engineer has recommended that the utility 
install a 2" inch meter for the service extending to the PPOA . 

The cost for a meter has been included in rate base; the 
engineer recommends the utility be given 90 days from the stamped 
date of the order to complete the installation of the meter . 
Consequently, Staff has calculated rates in two Phases. Phase I 
consists of water and wastewater flat rates for both customers. 
These rates will remain in effect until the utility has installed 
the meter and has filed new tariff sheets with the Commission 
reflecting metered water rates and flat wastewater rates for both 
customers. The marina has 3 restroom& and two showers , that are 
connected to the wastewater system. Whereas wastewater metered 
rates usually are based on water consumption, staff believes that 
this would not fairly represent wastewater treated for the marina . 
Due to these uncertainties, staff calculated flat rates for the 
wastewater system. 

Staff has calculated rates based on test year expenses and 
estimated average consumption for water and ERC's for wastewater . 
The flat rates and metered rates have been calculated to generate 
Staff's recommended revenue requirement . The utility's current 
rates and Staff's preliminary rates are as follows . 

Flat Rate 

Marina 
PPOA 

OPBRATING BATIO METHQD 

MQNTHLY GBNBBAL SERVICE WATER BATES 

- 36 -
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$ 150 
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Flat Rate 

Marina 
PPOA 

Metered Rates 

Base Facility Charge 
Meter Size 
5 / 8" X 3/4" 

3 / 4" 
1" 

1-1/2" 
2" 
3" 
4" 
6" 

Gallonage Charge 
Per 1, 000 gallons 
(al l metered connections) 

(PJIASB I) 

Staff's Recommended Rates 

$ 1fiEL1t 
$ 999.9t 

CPUASB II) 

Staff's Recommended Rates 

$ fi3a31 
9 •• 91 

158zia9 
3lfi z51 
596z5ia 

1,913.9t 
1, 58iiL 81 
3,165.14 

$ lz99 

MONTHLY GENERAL SBRVICE WABTEifATER BATES 

Fla t Ra te 

Marina 
PPOA 

Flat Rate 
Marina 
PPOA 

- 37 -
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Tn accordance with Rule 25-30.475, Florida Administrative 
Code, the rates should be effective for service rendered as of the 
stamped approval date on the tariff sheets, provided the customers 
have received notice . The tariff sheets should be approved upon 
Staff ' s verification that the tariffs are consistent with the 
Commission's decision , that the customer notice is adequate, and 
that any required security has been provided. The utility should 
provide proof of the date notice was given within 10 days after the 
date of the notice. 

If the effective date of the new rates falls within a regular 
billing cycle, the initial bills at the new rate may be prorated . 
The old charge should be prorated based on the number of days in 
the billing cycle before the effective date of the new rates . The 
new charge may be prorated based on the number of days in the 
billing cycle on or after the effective date of the new rates. 

In no event should the rates be effective for service rendered 
prior to the stamped approval date . 

ALTERNATE STAFF .ANALYSIS; During the test year, PWS provided 
service on a flat rate basis to 2 general service water and 
wastewater customers (the marina and the PPOA) . The utility 
c urrently has a meter for the marina, but not the PPOA. The 
engineer has recommended that the utility install a two inch meter 
f o r the service extending to the PPOA . 

The cost for a meter has been inc luded in rate base; t he 
engineer recommends the utility be g i ven 90 days from the sta mped 
date of the order to complete the installation of the meter . 
Consequently , Staff has calculated rates in two Phases . Phase I 
cons i sts of water and wastewater flat rates for both c us tomers . 
These rates wil l remain in effect un t il the utility has ins talled 
t he meter and has filed new tariff sheets with the Commission 
r efle cting metered water rates and flat wastewater rates for both 
customers . The marina has 3 restrooms and two showers, that are 
connected to the wastewater system. Whereas wastewater metered 
rat e s usually are based on water consumption, staff belie ves that 
t his would not fairly represent wastewater treated for the marina. 
Due t o these uncertainties, staff calculated flat rates f o r the 
wa s t ewater system . 

St a ff ha s calculate d rates based o n t e st year e xpe nse s a nd 
estimated a verage consumption for wate r and ERC's f o r wa s tewater. 
The fl a t r a t es ~nd metered rate s have been c alculated to generate 
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Staff's recommended revenue requirement . The utility's current 
rates and Staff's preliminary rat es are as follows. 

RAIB BABE METHOD 

MONTHLY GENERAL SERVICE WATER BATES 

Flat Rate 

Marina 
PPOA 

flat Rate 

Marina 
PPOA 

Metered Rates 

Base Facility Charge 
Me ter Size 
5 / 8" X 3/4" 
3/4" 

1" 
1 - 1/2" 

2" 
3 " 
4" 
6" 

Gallonage Charge 
Per 1 , 000 gallons 
(all me tered connections) 

Existing Rates 

(PHASE I} 

$ 
$ 

150 
1,500 

Staff's Recommended Rates 

711.85 
9Q7.41 

(PIJASB II} 

Staff's Recommended Rates 

s 63. 11 
94.67 

157.78 
315 . 56 
5Q4,89 

1,999a78 
1,577.78 
3,155.56 

1. 6iil 
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MONmLY GENERAL SBRVICB WABTBWATER RATES 

Flat Rate 

Marina 
PPOA 

Flat Rate 
Marina 
PPOA 

Existing rates 

$ 150 . 00 
$1,500.00 

Staff's Recommended Rates 
$ 5G9 I ii)fj .. ,,'553.1' 
$ 1, 797 I T7 ~~l:J~J.9 ~58 

In accordance with Rule 25-30.475, Florida Administrative 
Code, the rates should be effective for service rendered as of the 
stamped approval date on the tariff sheets, provided the customers 
have received notice. The tariff sheets should be approved upon 
Staff's verification that the tariffs are consistent with the 
Commission's decision, that the customer notice is adequate, and 
that any required security has been provided. The utility should 
provide proof cf the date notice was given within 10 days after the 
date of the notice. 

If the effective date of the new rates falls within a regular 
billing cycle, the initial bills at the new rate may be prorated . 
The old charge should be prorated based on the number of days in 
the billing cycle before the effective date of the new rates. The 
new charge may be prorated based on the nur.-.ber of days in the 
billing cycle on or after the effective date of the new rates. 

In no event should the rates be effective for service rendered 
prior to the stamped approval date . 
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ISSUE 12: What is the appropriate amount by which rate s should be 
reduced four years after the e s t ablished e ffective date t o reflect 
t he r e moval of the amortized rate case expense as required by 
Section 367 . 0816, Florida Statutes? 

fti~TIQN; Revenues should be reduced by a t otal o f $~,685.86 
$1~for water and $3 1 ~S4 . 4S $2,21~.,~ annually f o r water and 
was te wat er, respectively, to reflect lie removal of rate case 
e xpense grossed-up for regulatory assessment fees which are being 
amortized over a four year period. The effect of the revenue 
reduction results in rate decreases as ehown on Schedule Nos . 4 
through 4C . The decrease in rates should become effective 
immediately following the expiration of the four year rate case 
expense recovery period, pursuant to Section 367 . 0816, Florida 
Statutes. The utility should be required to file rev i sed tariffs 
and a proposed customer notice setting forth the l ower rates and 
the reason for the reducticm no later than one month prio r to ... !.e 
actual date of the required rate reduction. (KEMP ) 

STAfF ANALXSIS; Section 367.0816, Florida Statutes, requires that 
t he rates be reduced immediately following the expiration of the 
four year period by the amount of the rate case expense previously 
included in the rates . The reduction will reflect the removal of 
revenues associated with the amortization of rate case expense and 
the gross-up for regulatory assessment fees which is $iil, 68S, 86 
$1~~1!~% for water and $3,iilS4 . 4S f2~21S.?1 f o r wastewater 
a"nnua1~ The reduction in revenue s will resul t in t he rates 
recommended by Staff o n Sc hedules Nos . 4 through 4C . 

The utility should be required to file revised tariff shee ts 
no later than one month prior to the ac t ual date o f t he r equired 
rate reduction. The utility also should be requ ired to file a 
p r oposed customer notice setting f o r t h the lower rates and the 
reason f o r the reduction . 

If the utility files this reduction in conjunct i o n wi th a 
price i ndex or pass -through rate adjustment, separate da ta sha l l be 
fil ed for the price index and/ or pass - thro ugh i nc rease o r dec r e ase 
a nd t he r e duc t ion in the rates due to the amo r ti ze d rate c ase 
expense . 
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DOCKET NO. 961434-WS 
DATE: April 24, 1997 

QTIJER ISSQES 

ISSQE 13: Should the utility be required to reconcile its boo ks 
and records to the Commission Order as well as maintain them in 
conformity with the 1984 NARUC Uniform System of Accounts (USOA)? 

HECOMMENDATIQN: Yes, the utility should be required to reconcile 
its books and records to the Commission Order as well as maintain 
them in conformity with the 1984 NARUC Uniform System of Accounts . 
( KEMP ) 

STAFF ANALYSIS: During the test year, the utility ' s books were not 
maintained in conformity with the USOA . Rul e 25-3 0 . 115 (1 ), 
Florida Administrative Code, requires jurisdictional utilities to 
maintain their books and records in conformity with NARUC USOA. 
Staff has made an allowance , as discussed in Issue 9 under 
contractual services, for the utility to pay its C. P . A. to 
reconcile its books and records as well as maintain them in 
conformity with the 1984 NARUC Uniform System of Accounts. 
Allowing this expense for accounting service provides the utility 
with the expertise to convert and maintain its books and records in 
conformity with NARUC USOA. Therefore, staff recommends that the 
utility be requjred to maintain its books and records in conformity 
with NARUC USOA. 
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DOCKET NO . 961434-WS 
DATE: April 24, 1997 

ISSUE 14: Should the recommended rates be approved for the utility 
on a temporary basis in the event of a timely protest filed by a 
party other than the utility? 

RSCOMMENDATIQN: Yes, the recommended rates should be approved for 
the utility on a temporary basis in the event of a timely protest 
filed by a party other than the utility. The utility should be 
authorized to collect the temporary rates after Staff's approval of 
the security for potential refund, the proposed customer not ice , 
and the revised tariff sheets. (KEMP) 

STAfF ANAI,YSIS: This recommendation proposes an increase in water 
and wastewater rates. A timely protest might delay what may be a 
justified rate increase resulting in an unrecoverable loss of 
revenue to the utility. Therefore, in the event of a timely 
protest filed by a party other than the utility, Staff recommends 
t hat the recommended rates be approved as temporary rates. The 
recommended rates collected by the utility shall be subject to the 
refund provisions discussed below . 

The utility should be authorized to collect the temporary 
rates upon the St~ff's approval of the security for po tential 
refund and the proposed customer no tice. The security should be in 
the form of a bond or letter of credit in the amount of $15 1 399 
$1'3,.f2Ji · Alternatively, the utility could establish an escrow 
agreement with an independent financial institution . 

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

1) 

2) 

The Commission approves the rate increase; or 

If the Commission denies the increase, the utility 
shall refund the amo unt collected t hat is 
attributable t o the increase. 

If the utility chooses a letter of cred it as security, it 
should contain the f o llowing conditions: 

1) 

2 ) 

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

The letter of credit will be i n effect unti l final 
Commission order is rendered, either approving o r 
denying the rate increase . 
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DOCKET NO . 961434-WS 
DATE: April 24, 1997 

If security is provided through an escrow agreement, the 
following conditions should be part of the agreement : 

1) No refunds in the e s crow account may be withdrawn by the 
utility without the express approval of the Commission . 

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

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

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

5) All information on the escrow account shall be available 
from the holder of the escrow account to a Commission 
Representative at all times . 

6 ) The amount of revenue subject t o refund sha l l be depos i ted 
in the escrow account within seven days o f receipt . 

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

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

In no instance should the maintenance and administrative costs 
a ssociated with the refund be borne by the customers. These cos t s 
a r e the responsibility of, and should be borne by , the u t i l ity. 
Irrespective of the form of security chosen by the utility , an 
account o f all mo nies rec eived as r e sult o f the rat e inc rease 
s hould be maintained by the utili t y. Th i s account must s p e c ify by 
whom a nd on who se behalf such monies were paid. If a re fund i s 
ultimately r e quired, it should be paid wi t h i nte r est calculated 
pursuant t o Rule 25 - 30. 360(4), Florida Admi n istrative Code. 

The utility should maintain a record of the a mount of the 
bond, and the a mo un t of revenues that are subject to refund . In 
additi on , after the i n c reased rates are in effect, the util it y 
should f ile reports with the Divisio n o f Water and Wastewater no 
late r t han 20 days after each monthly bill i ng. These report s s ha l l 
i ndicate t he a mount of revenue collected under the i nc reased rates. 
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DOCKET NO. 961434-WS 
DATE: April 24, 1997 

ISSQE 15: Should this docket be closed? 

BECOMMENDATIQN: No . Upon expi ration of the protest period, if no 
timely protest is received from a substantially affected person, 
this docket should remain open for an additional 90 days from the 
issuance date of the Order to allow the utility time to complete 
pro forma installation of the 2" meter recommended in Issue 3. 
After the utility has complied with the Order in all respects, and 
has submitted and has had approved revised tariff sheets reflecting 
the Phase II rates, this docket should be closed administratively. 
However, if the utility fails to timely complete the aforementioned 
pro forma additions, Staff will prepare a follow-up recommendation. 
(JOHNSON) 

STAfF ANALYSIS: As discussed in Issue 3, Staff has recommenned 
that the utility install a 2" meter for the PPOA general service 
c ustomer . Therefore, this docket should i-emain open for an 
additional 90 days from the issuance date of the Order to allow the 
utility time to complele the pro forma meter installation 
recommended in Issue 3. After the utility has complied with the 
Order in all respects, and has submitted and has had approved 
revised tariff sheets reflecting the Phase II rates, this docket 
should be closed administratively. However, if the utility fails 
to timely complete the aforementioned pro forma additions, Staff 
will prepare a follow-up recommendation. 
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POINT WATER A SEWER, INC. SCHEDULE NO - 1 
TEST YEAR ENDING 12/31196 DOCKET NO. 9eua•-ws 

SCHEDULE OF WATER RATE BASE 

COMPONENT BALANCE 8TAFJi' BALANCE 

PER UTIU TY ADJ USTMENTS P ER STAFF 

I. UTIUTY PLANT IN SERVICE $ 42,769 $ (1 1,1'107) ' :11 ,26:.! 

2 I..AND/NON·DEPREClABLE ASSETS 7,231 (7,231) 0 

4 NON-USED AND USEFUL PLANT 0 (4,267) (4,267) 

II. ACQUISITION ADJUSTMENT 0 

6. CONTRIBUTIONS IN AID OF CONSTRUCTION 0 (17,948) (17,9<48) 

7 ACCUMULATED o~;PRECIATION (2,917) (14,383) (17,300) 

8 . AMORTIZATION OF ACQUISITION ADJUSTME NT 0 0 

9 . AMORTIZATION OF ClAC 0 10,4112 l0.411:.! 

10. WORKING CAPITAL ALLOWANCE 0 1.11411 1,949 . 

WATER RATE BABE • 47,081 • (41.836) 
{------ ·- 1 

4,148 
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POINT WATER&: SEWER, INC. SCHEDULE NO. - lA 
TEST YEAR ENDING 12181196 DOCKET NO. 961484-WS 

SCHEDULE OF WASTEWATER RATE BASE 

COMPONENT BALA.NCE STAFF BALA.NC E 

PDUTilJTY ADJUSTMENTS PER STAFF 

I. UTIUTY PLANT IN SERVICE s 36,649 s 44,8 19 s 8 1.368 

2 LANDINON-DEPR~XIADLE ASSI-.IS 13,461 (13,461) 0 

4. NON-USED AND USEI''UL PLANT 0 (3,626) (3,526) 

6. ACQUISITION ADJUSTMENT 0 0 0 

6. CONTRIBUTIONS IN AJD OF CONSTRUCTION 0 (64.5 19) (64,1119) 

7 . ACCUMUL.ATED DEPRECIATION (2,917) (117,770 ) (60,687) 

8. AMORTIZATION OF ACQUISITION ADJUSTMENT 0 0 0 

9 AMORTIZATION OF CJAC 49,297 49,297 

10 WORKING CAPITAL ALLOWANCE 0 2,926 2,926 

WASTEWATER RATE BABE • 47,081 • (4l.JU) ~ ~~ 4.~ 

• 
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POINT WATER & SEWER, INC. SCHEDULE NO. - lB 
TEST YEAR ENDING llllli'H DOCKET NO. HUI._WS 

ADJUSTMENTS TO RATE BASE 

EXPLANATION WATER WASTEWATER 

A. UTILITY fLANT IN SERVICE 
1. To reflect plant per the Oripnal Coat Study (13,791) 42,836 
2. To reoord pro forma plant - meter 600 
3. To reoord averaling adjuatment on pro form plant (2,284) (1,984) 
4. To reflect certification costa in org coat& 3,968 3,968 

$ (11 ,607) • - 44,819 

B. LAND 
1. To remove land $ (7,231) s (13,461) 

c. t!Ot!-USED AND USEFUL fLANT 
1. To reflect non-uaed cl UMful on plant (11,030) (14,866) 
2. To reflect non-UMd cl UMful on avera1e 

accumulated depreciation 6,763 11,340 
s {4,267) $ {3,626) 

D. ClAC 
1. To reflect 100% of plant contributed (28,978) (79,384) 
2. To reflect avg. non-uae<f & useful on ClAC 11,030 14,R66 - -• (17,948) $ {64,619) 

E . AC...CUMULATED DEPRECIATION 
1. To concile the utility'• balance to reflect the calculation of 

accumulated deprec:iaiton u aet in Rule 26-30.140 (4) (b) (14,973) (60,026) 
2. To reflect accumulated depreciation of pro forma plant (36) 
3. To reflect averagin1 adjuatment 626 2,266 

s {14,383) $ {67,7'i0) 

H. AMORTIZATION OF CIAC 
1. To reflect amortization of ClAC imputed on plant 17,840 62,893 
2. To reflect avg. non-u.eed & useful on amortLZed ClAC (6,763) (11,340) 
3. To reflect averaling adjustment ~626) (2,266) 

s 10,462 $ 49 297 

I. WORKING Ci\PITAL AI,I,OWANCE 
1. To reflect 118 of teet year 0 & M expenaea $ 1 q49 $ 2,926 
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POINT WATER & SEWER, INC. SCHEDULE NO. - J 
TEST YEAR ENDING 12/11/H DOCKET NO. 861434-WS 

SCHEDULE OF CAPITAL STRUCTURE 

PBil STAFF BAJ...ANCE %OF WEIGHTED 
DESCR.IPTION UTILITY ADJUSTMENTS PER STAFF TOTAL COST COST 

I..ONO n:ttM Ut;BT • 100.000 • (93,436) • 6,1166 72.88% 9.~ 6.9'l% 

8110RT TERM DEBT·IOII 3U62 (32,097) 2,266 26 03% 6.31% I 68% 

SHORT TERM DEBT .JEY 2,370 (2,214) 11)6 I 73% 6.31% 0.11% 

EQUITY 600 (467) 33 0.36% 11.88% 0.04% 

PREI"ERRED &'TOCK 0 0 0 000% 0 00% 0.00% 

CUSTOM&R DEPOSITS 0 0 0 0.00% 6.00% 0.00% ----
TOTAL • 137.222 • (128.214) I 9,008 100.00% c=!:!~ 

RAMG.E OF REASQNADI.ENJ?8S LOW HIGH -

RETURN ON EQUITY 10.88% 12.88% 

OVERALL RATE OF RETURN 8.66% 8.66% 
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POINT WATER A SEWER, INC. S CHEDULE NO. -a 
TEST YEAR ENDING 12111196 DOCKET NO. 96l41'-WS 

SCHEDULE OF WATER OPERATING INCOME 

STAFF 
TEST YEAR STAFF ADJUSTED REVENUE REVENUE 

DESCRIPTIONS PER UTILITY ADJUSTMENTS TESTYEA.Il INCREASE REQUIRED 

OPERATING REVENUES s 13,686 s 0 13,686 $ 6,320 (_ _ _!~ 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE s 29,183 (13,689) 16,694 0 16,694 

DEPRECIATION (NET) 2,600 (1,631) 869 0 869 

AMORTIZATION 0 (736) (736) 0 (736) 

TAXESOTHERTHAN INCOME 984 494 1,478 239 1,717 

INCOME TAXES 0 0 0 0 0 

TOTAL OPERATING EXPENSES s 32,667 s (16,461) • _1 7.206 $ 239 s 17,446 -

OPERATING MARGI N s (18,982) • (3,621) $ 1 669 

MARGIN % OF 0 & M -66.04% ~22~ 10.00% 

OI'ERATING RATIO 238.71% 126.73% 91.79% 
--
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POINT WATER A SEWER, INC. SCHEDULE NO. -SA 
TEST YEAR ENDING U/3 1198 DOCKET NO. 96t•a•-Ws 

SCHEDULE OF WATER OPERATING INCOME 

STAFF 
TEST YEAR STAFF ADJUSTED REVENUE REVENUE 

DESCRIPTIONS PER UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIRED 

OPERATING REVENUES s 13,636 s 0 - _ _1~.685 s 4,063 ( 17,748 1 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE s 29,183 (13,689) 16,694 0 16,694 

DEPRECIATION (NE1') 2,600 (1,631) 869 0 869 

AMORTIZATION 0 (736) (736) 0 (736) 

TAXESOTHERTHANINCOME 984 494 1.478 183 1.661 

INCOME TAXES 0 0 0 0 0 ·----- ---- -- ~---

TOTAL OPERATING EXPENSES s 32,667 s (lli,461) • 17,206 s 183 s 17,389 ---- --

OPERATING INCOME/(LOSS) s {18,982) • - Q,_li21) s _l!69 

WATER RATE BASE • 47 083 • 4 148 s 4, 148 

RATE OF RETURN -40.32% -84.88,. 8.65,. ·-
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POINT WATER A SEWER, INC. SCHEDULE NO. - 38 
TEST YEAR ENDING 12131196 DOCKET NO. 961434-WS 

SCHEDULE OF WASTEWATER OPERATING INCOME 

STAFF 
TBBTYEAB STAFF ADIUSTED REVENUE REVENUE 

DESCRIPTIONS PDVTIUTY AD.JtJSTHENTS TEST YEAR INCREASE REQUIRED 

OPERATI NG REVENUES s 13,686 $ 0 13,686 $ 14,879 c l8,6ill -

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE s 36,404 (11.996) 23,408 0 23,408 

DEPRECIATION (NET) 2,600 1.267 3,767 0 3.767 

AMORTIZATION 0 (3,668) (3,668) 0 (3,668) 

TAXESOTHERTHANINCOME 1.662 481} 2.047 670 2,716 

INCOME TAXES 0 0 0 0 0 

TOTAL OPERATING EXPENSES s 39,466 s (13,912) • 26,M4 $ 670 s 26.223 ----

OPERATING MARGIN s (26,781) • (11,869) $ 2 341 

MARGIN% OF 0 & M -72.8~ ·60.70% 10.00% 
--~ -

OPERATING RATIO 288.39% 186.73% 9 181% . 
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POINT WATER & SEWER, INC. SCHEDULE NO. - I C 
TEST YEAR ENDING 12131196 DOCKET NO. 961484-WS 

SCHEDULE OF WASTEWATER OPERATING INCOME 

STAFF 
TESTYEAll STAFF ADJUSTED REVENUE REVENUE 

DESCRIPTIONS P E R UTILITY ADJUSTMENTS TEST YEAR INCREASE REQUIRED 

OPERATING REVENUES s 13.6& s 0 13,686 s 12.868 s: 16 1Uiij ---- ----

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE s 311,404 (1 1.996) 23.408 0 23,408 

DEPRECIATION (NET) 2,600 1.267 3,767 0 3,767 

AMORTIZATION 0 (3.668) (3,668) 0 (3.668) 

TAXES OTHER THAN INCOME 1,1162 .SII 2,047 117!! 2.626 

INCOME TAXES 0 0 0 0 0 -----·--

TOTAL OPERATING EXPENSES s 39,466 s (13,912) • 211,11114 s 1179 s 26,133 ----- -· ----

OPERATING INCOME/(LOSS) s (211, 781) • == {1 1.~92 s 420 

WASTEWATER RATE BASE $ 47,083 • 4,860 s -- 4860 

RATE OF RETURN ·114. 76% ·244.21% 1:1.611% -- . 
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POINT WATER & SEWER, INC. SCHEDULE NO. - aD (Sheet 1 or S) 
TEST YEAR ENDING 12/31/96 DOCKET NO. 9614U-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER 

A OP.ERATION_AND MAINTENANCE EXPENSES 
1. Salartes & Wages -Employee 

a. To reflect annual aalarary for a part time employee $ {3,210) $ (3,210) 

2. Employee Pensions & Benefits 

a. To reflect annualized health insurance on employee $ 43 $ 43 ---- --

3. Sludge Removal 
a. To reflect annual sludge removal expense $ ---=----=~-

4. Chemicals 
a. To reflect annual chemicals expense $ 61 

5. Contractual Services 
a . To reflect annual expenae for groundakeeping per engineer 0 BO 

b. To remove unsupported expenaee for repairs ( 1-10) 

c. To reflect annual a l.Jowance for maintenance & rcpu1r11 
of $683 for water and $926 for waatewat.er 122 353 

d. To reflect proper allocation of contract operator coet (1,320) 1.320 

e. To reflect total legal feea against PPOA for nonpayment 
amorti.zed over 5 ye8J'8 (3,226) (3.226) 

f. To reflect annualized accounting fees 750 750 
g. To reflect annual expenses for DEP required testing per engineer - 1,131 (861) 

$ (2,543) $ (1,72-1) 
-

6. Rent Expense 
a . To reflect annualized monthly rent expense of$100 $ { 1d2~) $ CL3?6) -

7. Transportat10n Expense 
a. To reflect annual transportation oxpen&e per engineer ~ 186 s -- 186 --

- ~ 4 -



POINT WATER & SEWER, INC. SCHEDULE NO. -3D (Sheet 2 of 3) 

TEST YEAR ENDING 12131196 DOCKET NO. 94U•a•-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER 

8. Insurance Expenae 
a . To reflect annual insurance expense $ 2 .;.l93_ $ 2,?~3~ 

-~ 

9. Regulatory Commiaaion Expenae 

a . To reflect le&al fee• amortized over 4 years (2.493) (1 ,960) 

b. To reflect recla.llification of application fee• for Certlfication 
amortized over 4 yean 188 188 

c. To reflect SARC application fee amortiz.ed over 4 yean 50 60 

d. To include accounting {eea related to the SARC 
amortiz.ed over 4 yean 800 800 ---- -

$ (1 456) $ -----~ --

10 Miscellaneous Expenaes 
R . To remove intereat expenae (6.275) (6.275) 

h To reflect allowance of $276 for mi«. expenses 250 250 

c. To reflect annualized bank char1e• 60 60 

d . To reflect reclaaaify application feea for Certification (760) (750) 

e . To reflect DEP permit application fee amortized over 5 years (800) 

f. To reflect engineerin1 fee& for DEP permit amorlt7AJd over I'> y r M :no 
.c. Tn reflect n monthly oxpcnac for a paaer or emergency 

servtce. 120 120 - ---
$ _ _J6_.~f!__~ $ __ J7JO~ 

TOTAL 0 & M ADJUSTMENTS ~ (12,597~ s (1 1 .~4J 
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POINT WATER & SEWER, INC. SCHEDULE NO. - aD (Sheet 3 of 3) 
TEST YEAR ENDING 12131/96 DOCKET NO. 961434-WS 

ADJUSTMENTS TO OPERATING INCOME 

EXPLANATION WATER WASTEWATER 

B. DEPRECIATION EXPENSE (NET) 
1. To reflect teet year depreciation expense (1 ,186) :t.111 

2. To reflect non-used & useful on deprec1ation expense (480) (844) 

3. To reflect depreciation expense on pro forma meters 35 -- - -- -- -· -
$ (1,631) s 1 267 

C. AMORTIZATION EXPENSE ((;lAC) 
1 To reflect amortization experwe for CIAC (1,2 15) (4,512) 

2 To reflect non-u.eed & useful on amortization of CIAC 480 844 
- ----

$ (735) $ {3.668) 

D. TAXES OTHER THAN INCOME 
1. To reflect payroll taxes on partime employee 494 485 --- - --

$ 494 $ 485 , 

E. OPERATING_RE.VENllES 
I. Pr1mary Rec · to reflect revenueincrell8e $ 5..!320 $ =- 1!~79 

2. Alternative Rec · to reflect revenue increase $ 4,834 $ 13,639 

F. T.AXES. OTHER 1'HAN_lNC_OME 
I . Pnmnry Hcc - to reflect TOTI per revenue requirement $ 239 $ 670 

= --

2. Alternative Rec - to reflect TOTI per revenue requirement $ 218 $ 6 14 
=------=-=-~-
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POINT WATER & SEWER, INC. SCHEDULE NO. - 3E 
TEST YEAR ENDING 12131196 DOCKET NO. 961434-WS 

ANALYSIS OF WATER OPERATION AND MAINTENANCE EXPENSE 

TOTAL STAFF TOTAL 

DESCRIP110N PER UTILITY ADJUST. PER STAFF 

(60 1) SALARIES AND WAGES • EMPLOYEES s 6,810 s (3.210) $ 2,600 

(603) SALARIES AND WAGES· OFFICERS 0 

(604) EMPLOYEE PENSIONS AND BENEFITS 0 43 43 

(610) PURCHASED WATER 0 

(615) PURCHASED POWER 0 0 

(616) FUEL FOR POWER PRODUCTION 

(618) CHEMICALS 699 0 699 

(620) MATERIALS AND SUPPLIES 182 0 182 

(630) CONTRACTUAL SERVICES 8.687 (3,675) 5,012 
~EP REQUIRED TESTING 934 1,132 2,066 

(640) RENTS 1,926 {1,326) 600 

(650) TRANSPORTATION EXPENSE 0 186 186 

(655) INSURANCE EXPENSE 0 2,303 2,303 

(655) REGULATORY COMMISSION EXPENSE ·1,020 (2,447) 1,573 

(670) BAD DEBT EXPENSE 

(675) MISCELLANEOUS EXPENSES 7,025 (6,595) 430 

UNCLASSIFIED DISBURSEMENTS 

TOTAL 0 & M EXPENSES $ 29,183 s (13,589) $ 16.694 
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POINT WATER & SEWER, INC. SCHEDULE NO. - 3F 
TEST YEAR ENDING 12131/96 DOCKET NO. 961434-WS 

ANALYSIS OF WASTEWATER OPERATION AND MAINTENANCE EXPENSE 

TOTAL STAFF TOTAL 
DESCRIPTION PER UTILITY ADJUST. PER STAFF 

(701) SALARIES AND WAGES· EMPLOYEES $ 6,810 $ (3,210) $ 2.600 

(703) SALARIES AND WAGES ·OFFICERS 0 0 

(704) EMPLOYEE PENSIONS AND BENEFITS 0 43 43 

(710) PURCHASED SEWAGE TREATMENT 

(711) SLUDGE REMOVAL EXPENSE 400 600 1.000 

(715) PURCHASED POWER 0 0 

(716) FUEL FOR POWER PkODUCTION 

(718) CHEMICALS 2,740 61 2,801 

(720) MATERIALS AND SUPPLIES 183 0 183 

(730) CONTRACTUAL SERVICES 8,937 (863) 8.074 
IDEP REQUIRED TESTING 3,063 (861) 2,202 

(740) ltF.NTS 1,926 (1,326) 600 

(750) TRANSPORTATION EXPENSE 0 186 186 

(755) INSURANCE EXPENSE 0 2.303 2,303 

(765) REGULATORY COMMISSION EXPENSES 4,020 (1,904) 2.116 

(770) BAD DEBT EXPENSE 

(775) MISCELLANEOUS EXPENSES 8,326 (7,026) 1,300 

liNCLASSI FlED DISBURSEMENTS -

$ 36,404 $ (11 ,996) $ 23,408 ! 
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RECOMMENDED RATE REDUCTION SCHEDULE 

POINT WATER A SEWER, INC. SCHEDULE NO. - 4 
TEST YEAR ENDING 11/81198 DOCKET NO. 961484-WS 

MONTHLY WATER RATES 

CALCULAtiON 0[ RATE REDUCTION AMOUNT 
AFTER RECOVERY 0[ RATE CASE EXPENSE AMQBI'IZATION fERIOD QE EOL'B YEARS 

MONTHLY MONTHLY 
RESIDENTIAL A RECOMMENDED RATE 

GENERAL SERVICE RATES REDUCTION 

BASE FACILITY CHARGE: 
Meter Size: 

518"X3/4" $ 61.11 $ 5.30 

314" 91.66 7.94 

1" 152.77 13.24 

1-112" 305.54 26.48 

2" 488.87 42.37 

3" 977.73 84.74 

4" 1,527.71 132.40 
6" 3,055.42 264.8 1 

RESIDENTIAL GALLONAGE CHARGE 
PER 1,000 GALLONS $ 1.84 $ 0.16 

- 'J 'J -



RECOMMENDED RATE REDUCTION SCHEDULE 

POINT WATER & SEWER, INC. SCHEDULE NO. - 4A 
TEST YEAR ENDING 12/31196 DOCKET NO. 961434-WS 

MONTHLY WATER RATES 

CALCULATION 0[ RATE REDUCTION AMOUNT 
AFTER RECOVERY 0[ RATE CASE EXPENSE AMORTIZATION ~EBIOD OE EOUB YEARS 

MONTHLY MONTHLY 
RESIDENTIAL 6 RECOMMENDED RATE 

GENERAL SERVICE RATES REDUCTION 

BASE FACILITY CHARGE: 
Meter Size: 

518"X3/4" $ 60.94 $ 5.66 

3/4" 91 .41 8.48 
I" 152.35 14.14 

1-1/2" 304.70 28.28 
2" 487.52 45.25 

3" 975.05 90.49 

4" 1,523.51 141.39 

6" 3,047.02 282.78 

RESIDENTIAL GALLONAGE CHARGE 
PER I .000 GALLONS $ 1.53 $ 0. 14 

- 6 0 



RECOMMENDED RATE REDUCTION SCHEDULE 

POINT WATER & SEWER, INC. 
TEST YEAR ENDING 12131196 

MONTHLY WASTEWATER RATES 

SCHEDULE NO. - 48 
DOCKET NO. 961434-WS 

CALCULAT10ltil.F RATE REDUCTION AMOUNT 
AFTER RECOVERY OF RATE CASE EXPENSE AMORTIZAT.lONBlUOil..o.F. FOUR YEARS 

RESIDENTIAL A 
GENERAL SEJlVICE 

Marina 

PPOA 

- 6 1 -

MONTHLY 
RECOMMENDED 

RATES 

595.09 

1.7RI'> .26 

MONTHLY 
RATE 

REDUCTION 

46.16 

) :)8.48 



RECOMMENDED RATE REDUCTION SCHEDULE 

POINT WATER A SEWER, INC. 
TEST YEAR ENDING 12131196 

MONTHLY WASTEWATER RATES 

SCHEDULE' NO. - 4C 
DOCKET NO. 861434-WS 

CALCULATION OF RATE REDUCTION AMOUNT 
AFTER RECOVERY OF RATE CASE EXPENSE AMORTJZATJON_p£RlOD_QF_FQUR YEARS 

RESIDENTIAL & 
GENERAL SERVICE 

Marina 

PPOA. 

- (~ }. -

MONTHLY 
RECOMMENDED 

RATES 

553.19 

1,659.68 

MONTHLY 
RATE 

REDUCTION 

46.16 

138.48 


