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CA$8 BACKGROQND 

Paradise Lakes Utility, Ltd. (Paradise Lakes, PLU or utility! 
is a Class C water and wastewater utility serving approximately 345 
water and wastewater customers in Pasco County. The service area 
and treatment facilities of Paradise Lakes are l ocated at Dale 
Mabry Highway and Highway 41 North in southern Pasco County. 

The Commission granted Paradise Lakes its original water and 
wastewater certificates in Order No. 15668, issued February 13, 
1986 in Docket No. 850211 -WS . Rate base, along with authorized 
water and wastewater rates and charges, was authorized in Order No. 
16859, issued November 18, 1986 in Docket No. 850211-WS. The 
utility had a staff assisted rate case (SARC) in Docket No. 871005 -
WS, and a 1989 price index application in Docket No. 890599-WS. 
Paradise Lakes had a SARC in 1995 in Docket No. 950169-WS, Order 
No. PSC-95-1538-FOF-WS, issued December 13, 1995. The current rate 
case was filed on May 28, 1997, and the utility ha s paid the 
appropriate filing fee. 

In preparation for this report, staff has audited the 
utility's records for compliance with Commission rules and orders 
and determined all components necessary for rate setting . The 
staff engineer conduct ed a field investigation of the utility• s 
water plant, wastewater plant, water distribution system, 
wastewater collection system and utility service area . A review of 
the utility's operation expenses, maps, files, and rate application 
was also done to obtain information about the systems and ope rating 
costs. 

Staff has selected an historical test year ended June 30, 
1997. During that period, the utility's books reflected unaudited 
water operating revenues of $60,680 and unaudited wastewater 
operating revenue~ of $122,0a7 resulting in an operating income of 
$21,134 for water and an operating income of $31,520 for 
wastewater. 

Water use in the utility's service area is under the 
jurisdiction of the Southwest Florida Water Management Dlstrict. 
The utility is located within a critical water use caution area. 

A customer meeting was conducted on October 29, 1997 in the 
utility 's service area . 

-2-



• 
DOCKBT NO. 970633-WS 
DECEMBBR 23, 1997 

OQALITI OP SBRVICB 

• 
DIScuSSION OF ISSUES 

I SSQE 1: Ia the quality of service provided by Paradise Lakes 
Utilities, Ltd. in Pasco County satisfactory? 

BBCOMMBNDATIQN: The quality of service for both the wa ter and the 
wastewater systems should be considered satisfactory. (DAVIS) 

STAfP AHALXSIS; A customer meeting was held on October 29, 1997, 
in the Paradise Lakes Clubhouse which is located within the resort. 
Eleven (ll) customers from the utility's 340 residential and five 
general service customers (estimated to be 311 equivalent 
residential coMectio.ns (ERCsl l attended the meeting. Most issues 
discussed during the course o~ the meeting concerned rate setting, 
and how staff arrived at the proposed increase. One customer 
expressed a concern that the water pressure was not sufficient in 
her area of the resor t. Another cus tomer approached sta(f after 
the meeting and asked when the old wastewater treatment plant wou ld 
be moved. 

The overall quality of service provided by the utility is 
determined by the evaluation of three separate components of 
utility operations: (l) quality of utility's product (water and 
wastewater service provided); (2) operational conditions of 
utility• s plant or facilicy; and (3) customer satisfaction of 
services rendered. 

The quality of the utility's product is mainly determined by 
its compliance with other regulatory agencies. The Department of 
Environmencal Protection (DEPl performs regular inspection visits 
to the service area to determine proper operations. Based on DEP's 
inspection, the water treatment plant is within compliance. DEP 
also reviews all test resu~ts for proper frequency and compliance 
parameters. Paradise has completed its neceosary cesting, and the 
analysis results indicate chat: che wacer served by Paradise Lakes 
meecs or exceeds the parameters for safe drinking water. The 
uc: lity is in the Southwest Florida Water Management District: which 
is the agency that monitors the amount of water extracted from the 
ground water table. The utility's yearly, average per day usage is 
within satisfaccory limits of che permicced extraction rate. 

Since che wastewater treacment plant has been eliminaced and 
Paradise Lakes purchases wascewacer service from che county, all 
compliance responsibilicies for ~astewater creacment falls to che 
councy. 
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Operational conditions are determined by diligence to routine 

maintenance of plant equipment, and the condition of the area 
around the plant-site(s). Since there is no wastewater treatment 
plant, the master lift station was reviewed. The master lift 
station has just been upgraded to meet the standards o f 
interconnection wi th t he county. A wood privacy fence was included 
in the upgrade to blend the site into the landscaping. Operational 
conditions for wastewater should be considered satisfactory. 
Operational conditions at the water treatment plant are also 
shielded from public view by a wood privacy fence. Upon inspection, 
the grounds appeared well maintained and all areas of the plant 
were easily accessible and without encumbrances. Ext~a parts were 
stored inside the maintenance building for easy access during an 
emergency. Operational conditions for the water plant should be 
considered satisfactory. 

Those cust omers ~oo.•ho spoke at the customer meeting were 
primarily concerned over the new rates and how the staff arrived at 
the proposed amounts. One customer mentioned having a problem wi th 
her water pressure. At the meeting, staff i nstructed both the 
customer and the utility to get together to resolve the problem. 
After the customer meeting, the utility installed a p~essure gauge 
at the customer's residence and monitored the water pressure for 48 
hours. The lowest pressure noted during the monitoring period was 
40 pounds per square inch (psi), which is well above the required 
minimum of 20 PSI required by Rule 62-555.320(7), Florida 
Administrative Code. Upon further inspection, the utility noted 
that the customer had water saver faucet and shower heads that was 
restricting the volume of water flow. This issue is considered 
resolved. 

After the meeting, another customer approached staff and asked 
when the old wastewater plant would be removed o ff the premises. 
Brian Spicher, President of Environmental Equipment Sales, Inc. 
(contractor for the upgrade and interconnect construc tion) was 
contacted to determine ~hen the old plant would be removed. Under 
t he agreement with the utility, Mr. Spicher has been given a year 
to remove the old plant . The project was completed during May of 
1997. The old plant equipment remaining on the property will be 
removed before June o f 1998. 

The utility is in compliance with all regulatory agencies 
having jurisdiction over its operations. All chemical analysis is 
up-to-date and the analysis results are satisfactory, indicating, 
the utility is providing its customers with safe drinking water. 
Wastewater service is now purchased in bulk from Pasco County which 
relieves Paradise Lakes of regulatory obligations for wastewater 
treatment. By all appearances , the utility puts forth the effort 
to maintain its utility plant and equipment to match the aesthetics 
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of the resort. The one customer that went on record as having a 
water pressure problem is having a restricted flow due t o devices 
designed to save water. A~l things considered, the quality of 
service provided by the utility should be consid~red satisfactory. 
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RATB QASB 

• 
ISSQB 2; What portions of water and wastewater plants - in - service 
are used and useful? 

RBC0191BNDATION; The water treatment and the water distribution 
system should be considered 100' used and useful. The used and 
useful for t he wastewater plant should be considered not 
applicable . The collection system should be 100\ used and useful. 
(DAVIS) 

STAPP ANALYSI S; The water treatment plant nerves a development 
that is considered "built-out •. and was considered to be 100 
percent used and useful in the last rate case. The water plant is 
a closed system operation designed to accommodate the ex~~ting 340 
residential and five general service customers. The capacity of 
the plant is rated at 550 gallons per minute which equals a per 
customer s hare of 1.6 gallons per minute per customer. The General 
Waterwor ks Design Criteria set forth by the AWWA requires a minimum 
of 1.1 ga l lons per minute per customer based on average daily flow. 
The util ity meets the minimum standards for sufficient quantity. 
Fire flow is i ndependent of the water system and while it is a 
sufficient system, is not included in the used and useful formula . 
The two general service connections (travel trailer park and motel) 
have been included in the calculation. The remaining general 
service customers (club house, restaurant, and office) exist to 
provide services to the residential customers already included in 
the ERC calculation and, therefore, are not . included in the used 
and useful calculation . By the approved formula, used as an 
indicator for staff to determine useful plant, the water plant was 
found to be lOOt used and useful (See Attachment A). It is 
recommended toat the water treatment plant be considered 100\ used 
and useful. 

During the last rate case, it was established that the water 
distribution system was 100\ used and useful. This was based on 
information received during the investigation verifying that the 
service territory is •built-out.• Therefore, it is considered that 
no lesY of a distribution system could serve the existing 
customers. By formula calculation, the water distribution system 
is verified to be 100 used and useful (See Attachment Bl . It is 
recommended that the water di•tribution system be considered 100\ 
used and useful. 

There is no exi•ting wastewater plant. All in - house wastewater 
facilities are to be removed by Environmental Equipment Sales, 
Inc., and during May, 1997, the utility made final its 
interconnection with Pasco County. The calculation of a used and 
useful for the wastewater treatment plant is not applicable. 
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The wastewater collection system was also established in the 

last rate case as being l OOt used and useful. Again, this is based 
on in formation verifying that the system is "built -out. • The 
approved formula method, used as an i ndicator o f useful plant. 
supports the wastewater collection system to be lOOt use and useful 
(See Attachment C). It is recommended that the collection s ystem 
be considered lOOt used and useful. 
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ISSQB 3 : What is the appropriate average amount o f test year rate 
base for each system? 

&BC0t21BNDATIQN: The appropriate average amount o f test year rate 
base for Paradise Lakes should be $115,803 for water and $417,515 
for wastewater. (MANN, DAVIS) 

STAPF AHALXSIS: The appropriate components of Paradise Lakes• rate 
base i nclude depreciable plant-in-service, land, cont ribut ions in 
aid of construction (CIAC), accumulated depreciation, accumulated 
amortization of CIAC, and working capital allowance. Plant, land, 
depreciation, and CIAC balances were determined as of December 31. 
1994 in the utility's last staff assisted rate case through Order 
No. PSC-95-1538-FOF-WS , issued December 13, 1995. Staff has used 
the a mounts set fort h in that Order as a base for rate base 
components updated in this recommendation. Further adjustments are 
necessary to reflect test year c hanges and used and useful 
determinations of the staff engineer. A discussion of each 
component follows: 

Depr eciable Plant in Seryice: T'he Paradise Lakes water treatment 
plant is a typical, simple closed system and currently has two 
wells. The original wel l, completed in 1985, is a six inch , steel 
encased, 350 feet deep unit, with a rated capacity of 250 gallons 
per mi nute. A new, second well was completed in 1991. I t too, is 
a six inch, steel encased well but is dug t o a depth of 450 fee t 
and has a rated c.tpacity of 300 gallons per minute. The raw water 
is disinfected by gas chlorination just prior t o entry into a new 
10,000 gallon tank. The utility also has a new standby electrical 
generator t hat is fueled by liquid gas. 

With the completion of Phase II I of the resort, the water 
distribution system added 1,600 linear feet of f our inch and 939 
feet of three inch PVC to the existing plant . As with the original 
mains, the system is constructed as a loop system to provide for 
optimum dispersion and pressure equalization. 

The wastewater treatment facility has been retired during the 
test year, and the utility now purchases was tewater treatment from 
Pasco County through an interconnection to the county system. The 
wastewat!r collection system, like the water distribution system, 
has been e xpanded due t o the completion of Phase III of the resort. 
A total of four lift stations are in use to collect effluent. 

The utility recorded utility plant in se rvice balances of 
$195,600 for water and $653,843 for ~astewater at the end of the 
test year. Staff made no adjustment t o water pl ant in service 
balances. Staff adj usted wastewa ter plant to reflect a reduction 
o f $109,214 for the r eu oe plant that had beon writton off in tho 
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last rate case and not booked, a reduction of $156,602 for the 
retirement of the wastewater treatment p lant as a consequence of 
the interconnection with Pasco County, a reduction of $2,226 for 
miscoded expense, and lastly, an averaging ad justment of $17,803 . 

Total recommended utility plant in service is $195 , 600 for 
water and $371,998 for wastewater. 

Lind: The utility recorded $7,800 for water land in service and 
$36,000 for wastewater land in service . Staff has ad j usted the 
wastewater land account by ($23,000) to reflect the thirty five 
percent used and useful component o f the wastewater land accoun:. 
A corresponding adjustment was made to the CIAC account balance to 
reflect the full y contributed nature of the wastewater land. 

Total recommended utility land in service is $7,800 for water 
a nd $12,600 f o r wastewater. 

Non -Used and Use ful Plant: In Issue No. 2 , the staff engineer 
recommended that the wat er treatment plant , water distribution 
s ystem , and wastewater collection system should be consider ed 100\ 
used and useful s ince the ut ility is "built out". Therefore, there 
would be no non- used and useful plant. 

Contributions in Aid of Construction CCIACl: The utility CIAC 
balances at the end of the test year were ($27,600) for water and 
($55, 920) for wastewater. The water CIAC balance inc ludes $7,800 
in land, and the wastewater CIAC balance includes $31,200 that 
represents donated land. Staff calculated CIAC since Commission 
Order No. PSC-95-1538-FOF-WS, issued December 13, 1995, and ag r ees 
with the utility reported balances. No new customers were added 
since the l ast rate cas e, and, therefore , no averaging adjustment 
was necessary. Staff has removed $23 ,400 o f the contributed land 
to reflec t the retirement of the wastewater plant. 

Staff recommends CIAC balances of ($27, 600) f o r water and 
($32 , 520) for wastewater. 

Accumulated Qeoreciation: The utility books reflected accumulated 
depreciation balances of ($72,807) for water and ($234,086 ) for 
wastewater at the end of the test year. Consistent with Commission 
practice, staff calculated accumulated deprec iat ion us ing the 
prescribed rates described i n Rule 25 - 30. 140, Florida 
Administrative Code. Staff made adjustments o f $1 ,969 t o water 
accumulated depreciation to correct the balance . Staff also 
adjusted wastewater accumulated depreciation by $234, 086 to account 
for the r etirement of the wastewater plant(see amortization expense 
for additional clarification) . These adjustments resulted from the 
retirement of the wastewater treatment plant, incorrec t inclusion 
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of depreciatic~ on retired reuse plant, and averaging adjuotm~nto. 

Scaf f r ecommenda accumulated depreciation balances of 
{$70,838) fo r ~ater and $0 for wastewater. 

Accumul ated AnK'rtization : The utility recor ded accumulated 
amortization balnnces of $4,643 for water and $7 ,4 02 for wastewater 
at t:he end of the test year. Staff calculaced amortization of CIAC 
by computing ant\ using the appropriate yearly composite rate. 
Adjustments o f $1 ,130 for water and $3,968 for wastewater were made 
to bring t he ut:ility balances to the NARUC calcu!.::ted amount. 
Averaging adjust me.1ts of {$279) for water and ($542) for wastewater 
brings the tota l rt1commended accumulated CIAC amortization balances 
to $5, 494 f o r wate.~ and $10,828 for wastewater. 

Miscellaneous Peferred pebit: Staff has amortized the loss on the 
retirement of the wastewater plant, $51 , 200, over a ten year period 
{the remaining us eful life). This amor tization results in test 
year e xpense o f $5, 120 and a miscellaneous deferred debit: of 
$46,080 t hat is i ncluded in rate base. 

Working Capital Allo,~: Following current Commission praccice 
and consist ent wi th Rule 25-30.443, Florida Admin istrative Code 
(Form PSC/WAS 18), staff recommends that the one -eighth of 
oper ation and maintenance expense formula approach be used for 
calculating working capi cal allowance. Applying that formula, 
staff recommends a working capital allowance of $5,347 for water 
and $8,529 f o r wasteuater (based on operation and maintenance 
expense of $4 2,774 for water and $68,230 for wastewater) . 

Bate Base SUmmarv: Based on the foregoing, the appropriate balance 
of Paradise Lakes' tes~ year rate base is $115,803 for water and 
$417,515 for wastewatet· . Rate base is shown on Schedules Nos . 1 
and l A and adjust ments are shown on Schedule No. lB. 
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COST OF CAPITAL 

ISSQB 4: What is the appropriate rate o f re turn on equity and the 
appropriate overall rate of return for this utility? 

.BECQMMENDATIQN: The appropriate rate of return on equity is 10.70t 
'With a ran.ge of 9. 70\ - 11.70\ and the appropriate overall rate of 
return is 10.46\ with a range of 9. 78\ - 11. 15\. (MANN) 

STAPF ANALXSIS: Based on the staff audit, the utility' s capita l 
structure consists of $111,900 of long-term debt with an imputed 
i nterest rate of 10.00\, short term debt of $70,307, and common 
equity of $395,521. Using the current leverage formula, the rat~ 
o f return on common equity is 10. 70t with a · range o f 9. 70\ -
11.70\. 

Applying the weighted average method to the total capi tal 
structure yields an overall rate of return of 10.46\ wi t h a r ange 
of 9.78\ to 11.15t. Staff made pro rata ad justments t o reconcile 
the capital structure downward to match the recommended rate base . 

The Paradise Lakes return on equity and overall rate of return 
are shown on Schedule No. 2 . 
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NET OPEMTlNG INCQMB 

• 
ISSQB 5: What are the appropriate test year operating revenues for 
each system? 

RECQMMENPATION: The appropriate test year operating revenues 
should be $60,203 for water and $126,794 for wastewater. (MANN) 

STAfF .ANALXSIS: The utility reco:rded water revenues of $60,680 and 
wastewater revenues of $122,007 during the test period. A review 
of the test year billing analysis showed these test year revenues 
were overstated for water by $447 and understated for wastewa ter by 
$4, 787. Staff has adjusted the test year amounts by a corresponding 
amount and the appropriate test year operating revenues should be 
$60,203 for water and $126,794 for wastewater. Operating revenues 
are shown on Schedules Nos. 3 and 3A. 
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I SSQE 6: What are the appropriate amounts fo r operating expense 
for each system? 

RBCOMMBNDATIQN: The appropriate amounts for operating expense 
should be $52, 775 for water and $88, 508 for wastewate r . (MANN, 
DAVIS) 

STAFF AHALXBIS: The util ity recorded operating expenses of $39,546 
for water and $90 ,487 for wastewa ter. The components of these 
expenses include operation and maintenance expenses, deprec iation 
expense (net of related amortization of CIAC), and taxes other than 
income taxes. 

The utility's test year operating expenses have been traced to 
invoices. Adjustm~nts have been made to reflect unrecorded test 
year expenses and to reflect recommended allowances for plant 
operations. 

Operation and Haintenance Expenses (O & Ml: The utility charged 
$29,347 to water 0 & M and $55,984 to wastewa te r 0 & M during the 
test year. A summary of adjustments that were made to the 
utility's recorded expenses follows: 

1) Sludgt• Remoyal Expense - AD the wastewater treatmer.:: plant 
was retired during the teat year, staff recommends that $3,380 be 
reduced from this expense. The result of this reduction is to 
allow an expense of $600 for sludge hauling associated with 
maintenance of the lift stations. Staff recommends sludge removal 
expense of $600. 

2) Purchased Power - The utility recorded $2,516 in water 
purchased power and $5,918 in wastewater purchased power. Staff 
made adjustments of ($8) to water purchased power and ($4,4 67 ) to 
wastewater put·chased power to correct the amounts spent and to 
account for the retirement of the wastewater treatment plant. 
Staff recommends water purchased power of $2,508 and wastewa ter 
purchased power of $1, 451. 

3) Chemicals - The utility recorded $649 for water chemical 
expense and $9,517 for wastewater chemical expense during the test 
year. Staff made adjustments of $431 to water chemical expense and 
($8,767) to wastewater chemical expense co correct the ba lances to 
levels recommended by the staff engineer and to account for the 
retirement of the wastewater treatment plant. Staff recommends 
chemical expense of $1,080 for water and $750 for wastewa ter. 
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4) Materials and Supplies - The utility recorded a materials 

and supplies expense of $233 for water and $1,666 for wastewater . 
Staff made adjustments of $1,250 to water and ($391) to wastewater 
to reclassify e xpenses to contractual services, to plant in 
service, and to true the expense to the level approved in the last 
rate case. Staff recommends materials and supplies expense of 
$1, 483 for water and $1,275 for wastewater. 

5) Contractual Seryices - The utility recorded contractual 
services expenses of $22,795 for water and $31,748 for wastewater 
during the test year. Staff made adjustments to the water 
contractual services account to: a ) reclassify $1,193 from material 
and supplies; b) reclass $775 from the wastewater system to the 
water system; c) to adjuat for an item that was paid out of the 
test year of $360; d) adjust to prior Order amounts factored for 
index increases of $6,903; h) adjust testing costs by $2,879 to 
allow proper expense for requir~d testing and lastly; il adjust 
transportation expense to the prescribed level through an 
adjustment of $974. 

Staff made adjust ments to th.e wastewater contractual services 
account to: b) reclassify ($775) of expense to the water system; c) 
to adjust for an item that was paid out of the test year of $360; 
d) adjust to prior Order amounts factored for index increases of 
$889; e) to adjust for an item that wao paid out of the test year 
of $126; f) to adjust ($5,272) for contractual expense related to 
the retired waste water treatment plant; gl to adjust $36,147 for 
the cost of purchased wastewater treatment from Pasco County; hl 
adju~.;t testing costs by ($1, 312) to allow proper expense for 
required testing and lastly; i) adjust transportation expense to 
the prescribed level through an adjustment of $418. 

Paradise Lakes, Lt~ .• the parent company , handles all 
management services for the utility. The president's salary was 
based on t he percentage of time spent on utility business times his 
r~tal salary. Staff indexed up the president's previously approved 
salary using the COmmission approved yearly index figures and came 
up with a staff recommended president's salary of $10,361 for the 
water system and $7,156 for the wastewater system. Staff believes 
this reflects his responsibilities for this size and type utility. 

Clerical costs were also based on percentage of time spent on 
utility business times the salary of the bookkeeper in the previous 
rate case. The utility has stated that it now has a full time 
bookkeeper handling utility business. Staff recommends clerical 
expense of $11,654 for the water system and $8,448 for the 
waotewater system. 

Office expenses i nclude telephone, rent, electricity, taxes, 
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o ffice supplies, postage and use of the office equipment. Staff 
recommends office expense of $6,606, split 50/50 betweon water and 
waetewater. 

Accounting and legal expense include contracted services for 
litigation and preparation of accounting reports for regulatory and 
t ax purposes. Staff believes the amount included by the utility, 
$3, 604, to be reasonable and recommends that it be split 50/50 
between water and wastewater. 

E:'tsed on expenses allowed in the last rate case and index 
increases from that time, ataff recommends maintenance expense of 
$3,092 for the water system and $4,637 for the wastewater system . 

In accordance with the review and recommendation of the staff 
engineer, staff recommends $974 in transportation expense for the 
water system and $418 f~r the wastewa ter system. 

Also i n accordance with the review and recommendation of the 
staff engineer, staff recommends $3,719 in testing cos ts for the 
water system. 

Lastly, staff recommends that $36,147 be allowed as the cost 
of purchased wastewater treatment exp@nse, based on the consumption 
recorded in th~ test year . 

Total adjustments are $12,110 for water contractual services 
and $30,163 for wastewater contractual services. Staff recommends 
$34 ,905 for water contractual services and $61,911 for wastewater 
contractual services. 

6) Insurance Exoense The utility recorded $2,500 of 
insurance expense for water and $2 , 500 of insurance expense for 
wastewater. The staff auditor discovered these figures were not 
expensed during the test year and! that an adjustment should be made 
to reflect the retirement of the wastewater treatment plant. 
Adjustments of ($1,580) for water and ($1,580) for wastewater were 
made 1.0 reflect the current policy and the amount of plant 
currently insured. Staffs recommends insurance expense of $920 for 
water and $920 for wastewater. 

7) Regulatory Qommission Expense - The utility recorded $250 
of water and $250 of wastewater regulatory commission expense in 
this account. These amounts represent $250 for water and $250 for 
wastewater for the staff assisted rate case filing fee ($1,000 per 
system) amortized over 4 years. Staff recommends no adjustment. 

Staf f recommends $250 of water and $250 of wastewater 
regulatory commission expense. 

- 15-
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8) Miscellaneous Expense - The utility recorded $4 04 of water 

and $405 of wastewater miscellaneous expenses. Staff recommends no 
adjustment. 

Staff recommends $404 for water miscellaneous expenses and 
$405 for wast ewater miscellaneous expenses. 

Opera t i on and Maintenance Bxpenaes !O&Ml Summary: Total O&M 
adjustments are $14 ,427 for water and $10,746 for wa s tewater. 
Staff recommends O&M expenses of $43,774 for water and $66 ,730 fo r 
wastewater. O&H expenses are shown in Schedules Nos. 3C and 30. 

pepreciation Rrpense (Ne t of Amortizat ion of CIACl: The u t ility 
recorded $7,898 of water and S30,091 of wastewater deprec iation 
expense during the test year. Consistent with Commission practice, 
staff calcul ated test year deprec iation expense using the 
prescribed r ates described in Rule 25- 30.14 0, Florida 
Administrative Code. Staff made an adjustment of !S18, 825) t o 
wastewater depreci ation expense to bring the ut i lity balances t o 
the correct amount, and to recognize the retirement of the 
wastewater treatment plant and the disallowance of depreciation on 
the reuse facility that should have been retired as a result of the 
findings in t he last rate case. In addition, staff has corrected 
the amount of ~mortization by ($446 ) for the water system and by 
($1,486) for the wastewater system t o agree with pre3cribed rates . 
The staff has also amortized an extraordinary l oss on retirement of 
the '-'astewater treatment plant of $5,120 . Below is further 
explanation of this adjustment dod the ut i lity interconnection \!\th 
Pasco County. 

To understand the reason why the utilit y decided to 
i nte r connec t with Pasco County f o r t he provision of wastewa t e r 
treatment, one must understand some of the history o f the utili t y . 
Due to rapid growth in this residential communi ty, t he wast ewate r 
facility has been at full capaci t y fo r severa l years , and expansion 
o f the wastewater facility i s not a viab le option . f o r these 
reasons, Paradise Lakes ha s l ong been faced with the problem o f 
eff!uent disposa l. ln an at t empt to deal wi th this problem, 
Paradis e Lakes ent ered i nto an arrangement to pump effluent to an 
adjoining property f or reuse. Th i s agreement provided a temporary 
solut ion. Since the last rate case , the adjoining property owne r 
has decided t o terminate t his agr eement and is no l onger receiving 
effluent from Paradi se Lakes . As t he Paradise La kes wastewater 
s ystem was already beyond maximum capacity, and there is no 
available land for sewer plant expansion, t he ut ility was forced t o 
i nterconnect with Pasco County. A victim of i t s own succe ss i n 
deve lopi ng the communi ty and a l ac k of l a nd upon which the sewer 
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plant could be expanded, the utility was forced to turn ·~astewater 
treatment over to the county . As a consequence of this 
interconnection, the utility is now faced with retirement of the 
sewer plant . 

In acct rdance with the instructions in the 1984 Uniform System 
of Accounts, a retirement should be handled as follows: 

4. D. When an item of plant is retired, account lOS
Accumulated Depreciation and Amortization of Utility Plant 
in Service , shall be charged and the appropriate plant 
accounts shall be c redited with the entire recorded 
original cost of plant retired regardless of the amnunt of 
depreciation which has been accumulated for this particular 
item of plant, ... 

Staff has followed these instructions and has reduced the 
accumulated depreciation for the wastewater plant to SO. Having 
completely reduced~ this amount , there is a rosul tant loss of 
$51 , 200 on the wastewater plant in service. In accordance with the 
next instruction in the Uniform System of Accounts , staff has 
recognized the loss , amortized over ten years (the remaining life 
of the retired plant), and accounted for the miscellaneous deferred 
debit in rate base of $4 6, 080 . Staff relies on the following 
instruction for this treatment; 

4. E. In rare instances the unexpected early retirement of 
a major unit of property, which would eliminate or 
seriously delete the existing depreciation reserve , may 
require accounting treatment which differs from that 
described in paragraph D above. In such instances the 
Commission may authorize o r order the loss on retirement 
(less any tax saving!.) to be charged to income in the 
current year or transferred to account 186- Miscellaneous 
Deferred Debits , and amortized in future periods. Such 
accour:ting treatment shall be used only when specifically 
authorized o r directed by the Commission. 

In addition to the Uniform System of Accounts, the following Rule 
25-30. 433(9), Florida Administrative Code, details the accounting 
treatment for the prudent retirement o f plant in service: 

(9) The amortization period for forced abandonment or the 
prudent retirement, in accor dance with the National 
Associacion of Regulatory Utility Commissioners Uniform 
System of Accounts, of plane assets prior to che end of 
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their depreciable life shall be calculated by taking the 
ratio of the net loss (original cost less accumulated 
depreciation and contr ibutions-in-aid-of-construction 
(CIAC) pl1~ accumulated amortization of CIAC pluo any costs 
incurred to remove the asset less any salvage value) to the 
sum of the annual depreciation expense, net o f amortization 
of CIAC, plus an amount equal to the rate of return that 
woul d have been allowed on the net i nvested plant that 
would have been included in rate base before the 
abandonment or retirement. This formula shall be used 
unless the specific circumstances surrounding the 
abandonment or reti rement demonstrat e a more appropriate 
amortization period. 

Staff has followed these accounting instructions and included a 
deferred debit in the rate baee and amortized a portion of the loss 
on retirement. Applying the prescribed depreciation rates to the 
appropriate used and useful plant in service account balances, and 
t hen offsetting that by applying the composite depreciation rates 
to t he appropriate CIAC account balances yie lds the appropriate 
depreciation expenses net of CIAC of $6,957 for water and $10,975 
for wastewater during the test year. 

Taxes Other Than I ncome Taxes: 
water and $5,075 of wastewater 
account. Staff made adjustments 
fees by $248 for water and $966 
revenue. 

The utility recorded $2, 796 of 
taxes other than income i n this 
to increase regulatory assessment 
for wastewater to match test year 

Staff recommends $3,044 of water and $6,041 of wastewater 
taxes other than income, prio r to any increase for regulatory 
assessment fees associated with a general rate increase. 

Oper ating Revenues: Revenues have been adjusted by $4, 909 for 
.:ater and $5,653 f or wastewater to reflect the increase in revenue 
required to cover expenses and allow the recommended rate of return 
on investment. 

Iaxes Qther Tban Income Iaxeg : This expense has been increased by 
$221 for water and $254 for wastewater to reflect the regulatory 
assessment fee o! 4.5t on the increase in revenue. 

Operating Rrpengeg B•mrwry: The application of staff's recommended 
adjustments to the utility's test year operating expenses results 
in staff's recommended operating expenses of $52,996 for water and 
$88,762 for wastewater. 

Operating expenses are shown on Schedules Nos. 3 and 3A. 
Adjustments are shown on Schedule No . 38. 
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ISSUE 7; 
system? 

What is the appropriate revenue requirement for each 

BBCOMMBHDATIQN: The appropriate revenue requirement is $65,112 for 
water and $132, 44 7 for wastewater. {MANN) 

SIAPP ANALXSIS: The utility should be alll wed an annual increase 
in revenue of $4,909 (8.15\l for water and an annual increase o f 
$5,653 (4.46\) for wastewater. This wi!l allow the utility the 
opportunity to recover ita expenses and earn a 10. 46\ return on its 
investment. The calculations are as follows: 

Adjusted Rate Base 
Rate o f Return 
Return on Investment 
Ad justed Operation Expenses 
Depreciation Expense (Net) 
Taxes Other Than Income Taxes 

Revenue Requirement 

Annual Revenue Incre~se 
Percentage Increase/(Decrease) 

Water 

$115,803 
X .1046 
$ 12,116 

42,774 
6,957 
3 . 265 

s 65.112 

$ 4,909 
8.15} 

Wastewater 

$ 417,515 
X ,1046 
$ 43,685 

68,230 
14,237 

6.295 

Sl)2. 447 

$ 5,653 
4.46! 

The revenue requirements and resulting annual increases are 
shown on Schedules Nos. 3 and JA. 
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RATES MD CHARQBS 

• 
ISSQB 8: What is the appropriate rate structure and what are the 
recommended rates for this utility? 

RBCOMMBNDAIION: The recommended rates should be designed t o 
produce revenues of $65,112 for water and $132,447 for wastewater . 
The approved rates will be effective for service 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 may not be impleu~nted 
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. ( MANN) 

STAfF ANAJ,XSI S: During the test year, Paradise Lakes provided 
water and wastewater setvice to approximately 59 metered 
residential customers, 3 general service metered customers , 277 
flat rate residential customers and 2 fla~ rate general service 
customers. 

The Commission has traditionally applied the base 
facility/gallonage charge rate structure for all customers which 
would require meters at each point of delivery. In the previous 
rate case, the Ccmmieeion found that metering the ex!qting 
customers was neither economically feasible nor necessary for water 
conservation. By Order No. 19276, issued May 3, 1988, the 
Commission did require that future development at Paradise Lakes be 
metered. Water use in the utility's service area is under the 
j urisdiction of the Southwest Florida Water Management Dis~rict 

(SWFWMD), and the utility is located within a critical water use 
caution area . Residential consumption averages approximately 2,744 
gallons per month, which is not considered excessive. Therefore, 
staff is not recommending a chan.ge in rate structure. 

Schedules of the utility's existing rates and staff's 
recommended rates follow. 

RESIP2NTIAL WATER BATES 

Monthly Flat Charge 
Single Family Homes 
Double-Wide Mobile Homes 

-20 -

Existing 
Monthly 
Rates 

s 10.79 
s 10.79 

Recommended 
Monthly 
Rates 

s 
s 

11.67 
11.67 
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RESIDENIIAL WAIBR BATES lcont'dl 

Monthly Metered Rates 

BIUI~ EAs;Uitv Charge 
M~t.n She 
5/8" X 3/4 " 
3/4 " 
1" 
1-1/2" 
2" 
3" 
4" 
6" 

Gallonage Charge 
Per 1,000 gallons 

$ 5 . 68 
8.51 

14 .19 
28.38 
45. 4 1 
90.82 

14 1.91 
283.81 

$ 1.67 

WATER RATES 
GENERAL SERVICE 

Existing 
Monthl y 
Rat.es 

Mont.hly FlAt Rates 
Clubhouse , Pool, Guardhouse, 
Maintenance Building (3 1 .5 ERC's) S 340.24 

Recreational Vehicle Park (31.5 ERC'sl 
$ 340.24 

Mont.hly Mct.cred Ra~;,es 

au~ Ea.s;iUt.v Charge 
r:.'-:t.~~: Shfl 
S/8" X 3/P $ 5.68 
3/4" 8.51 
1" 14.19 
1-1/2" 28.38 
2" 45. 4 1 
3" 90.82 
4 " 141.91 
6" 283.81 

Gallonage Charge 
Per 1, 000 gallons $ l. 67 

-21-

$ 6.14 
9.21 

15.35 
30.70 
49.12 
98.24 

153.50 
307.00 

$ 1.81 

Recommended 
Monthly 
Rates 

s 367.89 

$ 367.89 

$ 6. 14 
9.21 

15.35 
30.70 
49. 12 
98.24 

153.50 
307.00 

$ l. 81 
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MVLTI-RESIDEHTIAL WATER BATES 

Monthly Flat Charge 
Three Bedroom Condominiums 
Two Bedroom Condominiums 
One Bedroom Condominiums 

Monthly 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 

Existing 
Monthly 
Rates 

$ 10.79 
$ 10.79 
$ 10.79 

$ 5.68 
8.51 

1 4 .19 
28.38 
4 5. 4 1 
90.82 

1 4 1.91 
283.81 

$ 1 .67 

RESIQENTIAL WASTEWATER RATES 

Monthly Flat Charae 
Single Family Homes 
Double-Wide Mobile Homes 

Mot~hly 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 (Maximum of 
3 ,000 gallons per month) 

-22-

Existing 
Monthly 
Rates 

$ 22.48 
$ 22.48 

$ 8.35 
12. 53 
20.88 
41.77 
66.83 

133.65 
208.83 
417.67 

$ 4.62 

Recommended 
Monthly 
&lt..~esg__ __ 

$ 
s 
s 

$ 

s 

11.67 
11. 67 
11.67 

6.14 
9.21 

15 .35 
30 .70 
4 9.12 
98.24 

153 . 50 
307.00 

1.81 

Recommended 
Monthly 
Rates 

s 
$ 

$ 

$ 

23.48 
23. 4 8 

8. 72 
13.08 
21.80 
4 3 .6 0 
69.76 

139 . 52 
218.00 
4 36. 00 

4.82 
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GENERAL SERVICE WASTEWATER BATES 

Monthly Flat Rates 
Clubhouse, Pool, Guardhouse, 

Exist.ing 
Mont.hly 
Rat.es 

Maintenance Building (31.5 ERC'sl $ 708 .36 

Recreational Vehicle Park 
(31.5 ERC's) $ 708.36 

Monthly Metered Rates 
Base Facility Cbarge 
Meter Size 
5/8" X 3/4" 
3/4" 
1" 
1-1/2" 
2" 
3" 
4" 
6" 

Gallonage Charge 
Per 1,000 gallons (No Maximum) 

$ 8.35 
12.53 
20 .88 
41.77 
66 . 83 

133.65 
208.83 
417.67 

$ 4. 62 

MQLTI-RESIDENTIAL WA$TEWATER BATES 

Monthly Flat Charge 
Three Bedroom Condominiums 
Two Bedroom Condominiums 
One Bedroom Condominiums 

Monthlt Metered Rates 
Base Facility Cbarge 
Meter Size 
5/8" X 3/4" 
3/4" 
1" 
1-1/2" 
2" 
3" 
4" 
6" 

-23-

Existing 
Monthly 
Rates 

$ 22.48 
$ 22.48 
$ 22.48 

$ 8.35 
12 . 53 
20.88 
41.77 
66.83 

133.65 
208.83 
417.67 

Recommended 
Monthly 
Rates 

s 740.05 

$ 740.05 

$ 8. 72 
13.08 
21 .80 
43.60 
69.76 

139 . 52 
218.00 
436.00 

$ 4.82 

Recommended 
Monthly 
Rates 

$ 
$ 
$ 

$ 

23.48 
23.48 
23 . 48 

8. 72 
13.08 
21.80 
4 3 .60 
69.76 

139.52 
218.00 
436.00 
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MULTI-RESIPENIIAL WASTEWATER BATES lcont'dl 

Gallonage Charge 
Per 1,000 gallons !Maximum of $ 4.62 S 4.82 
3,000 gallons per month) 

Using test year residential water customers wi th ~~ average 
estimated use of 2, 744 gallons/month per customer. an average 
residential monthly water bill comparison for metered customers 
would be as f ollows: 

Base Facility Charge 
Gallonage Charge 
Total 

Average 
Monthly Bill 
Using 
Existing 
Rates 

$ 5.68 
LL..s.i 
$10.26 

Average 
Monthly Bill 
Osing 
Recommended 
Rates 

$ 
s 
$ 

6.14 
4 .96 

11.10 

Percent 
Increase 

8 . 16\ 

Using test yeaz residential wastewater customers with usage of 
1,935 gallons/month per customer, an average residential monthly 
wastewater bill comparison would be as follows: 

Base Facility Charge 
Gallonage Charge 
Total 

Average 
Monthly Bill 
Using 
Existing 
Rate a 

$ 8.35 
s 8.94 
$17.29 

Av~rage 

Monthly Bill 
Using 
Recommended 
Rates 

$ 8. 72 
s 9.33 
$ 18.05 

Percent 
Increase 

4.41\ 

In accordance with Rule 25-30.475, Florida Administrative 
Code , the rates shtdl be efft.otive for service rendered as of the 
stamped approval date on the tariff sheets provided the customers 
have received not ice. The tariff sheets will 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 daya Jfter 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 ~f days in 
the billing cycle before the effective date tho ·a t us. ~he 

new c harge should be prorated based on the numbe r of days in the 
~il l ing cycle on or after the effective date of the new rates. 
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In no event should the rates be effective for service rendered 

prior to the stamped approval da~e. 
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ISSUE 9: What is the appropriate amount by wh ich rates should be 
reduced four years after the established effective date t o reflect 
the removal of the amortized rate case expense as required by 
Section 367.0816, Florida Statutes? 

&BCOMMBNDATION: Revenues should be reduced by a total of $262 
annua lly for each water and wastewater system to r eflect the 
removal o! rate case expense grossed-up for regulatory assessment 
fees which is being amortized over a four-year period. The effect 
of the revenue reduction results in ra te dec reases as shown on 
Schedules Nos. 4 and 4A. 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 revised 
tariffs and a proposed customer notice setting forth the l ower 
rates and the reason for the reduction no later than one month 
prior to the actual date o f the required rate reduction. ( MANN ) 

STAPP aNALYSIS: Section 367.0816, Florida Statutes, requires that 
the rates be reduced immediately following the expi ra t ion of the 
four-year period by the amount o( the rate case expense previously 
included in the rates. The reduction will reflect t he removal of 
revenues associated with the amortizat ion of rate case expense and 
the gross-up for regulatory assessment fees which is $262 annually 
for each water and wastewater system. The reduction in revenu~s 
will result in the rates recommended by staff on Schedules Nos. 4 
and 4A. 

The utility should be required to file revised tari ff sheets 
no later than one month prior to the actual date of the required 
rate reduction. The utility also should be required t o file a 
proposed customer notice setting forth the lower rates and the 
reason for the reduction. 

If the utility files this reduction in conjunction with a 
price index or pass-through rate adjustment, separate data should 
be filed for the price index and/or pass-through increase or 
decrease and the reduction in the rates due to the amortized rate 
c;ose expense. 
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OTHER ISSOBB 

IssQB 10: 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? 

RBCOtf1ENDATION: 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 f o r potential refund, the proposed customer noticP, 
and the revised tariff sheets. (MANN) 

STAPP ANALYSIS : 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 t o the utility. Therefore, i n the event of a timely 
protest filed by a party other than the utility, staff recommends 
that the recommended rates be a.pproved as temporary rateo. The 
recommended rates collected by the utility shall be subject to the 
refund provisions discussed belo w. 

The utility should be authorized to collect the temporary 
rates upon the staff's approval of the security for potentlal 
refund and the proposed customer notice. The security should be in 
the f orm of a bond or letter of credit in the amount o f $7,301. 
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 
the following conditions: 

1) 

2) 

The Commission approves the rate increase; or 

If the Commission denies the increase, the utility 
shall refund the amount collected t.nat is 
attributable to the increase. 

If the utility chooses a ll.etter of c redit as security, it 
should contain the following conditions: 

1) 

2) 

The letter of credit is irrevocable f o r the period 
it is in effect. 

The letter of credit wi ll be in r~fect until final 
Commission order is rendered, either approving or 
denying the rate i ncrease. 
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If security is provided through an escrow agreement, the 

following conditions should be part of the agreement: 

1) No refunds in the escrow account may be withdrawn by the 
uti l ity without the express approval o f the Commission. 

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

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

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

5) All information on the escrow account shall be available 
f r om the holder of the escrow account to a Commission 
representative at all times. 

6) The amount of revenue subject to refund shall be deposited 
in t he escrow account within seven days of receipt. 

7) This escrow account is established by the direction of the 
Florids Public Service Commission for the purpose(sl set 
forth in its order requiring such account. Pursuant to 
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 t he escrow agreement. 

In no instance shol•ld the maintenance and administrative costs 
associated with the refund be borne by the customers. These costs 
are the responsibility of, and should be borne by, the utility. 
Irrespective of t he form of security chosen by the utility, an 
account of a l l monies received as result of the rate increase 
should be maintained by the utility . This account muot specify by 
whom and on whose behalf such monies were paid. lf a refund is 
ult imately required, it should be paid with interest calculated 
pursuant to Rule 25-30.360(4), Florida Administrative Code. 

The utility should maintain a record of the amount of the 
bond, and the amount of revenues that are subject to refund. In 
addition, after the increased rates are in effect, the utility 
should file reports with the Division of Water and Wastewater no 
later than 20 days after each monthly billing. These reports 
should indicate the amount of revenue collected under the increased 
rates . 
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ISSQB 11: Should this docket be closed ? 

• 
BBCOHHINDAtiQN: Yes, upon expira tion of the protest period, if no 
timely protest is received from a substantially a ffected person 
within 21 days from the issuance of the Order , this docket should 
be closed administratively . (MANN , DAVIS , VACCARO) 

STAll AN&LJSIS: Upon expiration of the protest period , if no timely 
protest is received within 21 days from the issuance o f the Order, 
this docket should be c l osed administratively. 
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SCHEDULE NO. 1 

PARADISE LAKES UTILITIES. L TO. DOCKET NO. 970633-WS 
TEST YEAR ENDING JUNE 30, 1997 
SCHEDULE OF WATER RATE BASE 

BALANCE 
PER STAFF ADJUST. BALANCE 

UTILITY TOUTIL. BAL. PER STAFF 

UTILITY PLANT IN SERVICE $ 195,600 $ 0 A$ 195.600 

LAND/NON-DEPRECIABLE ASSETS 7,800 0 7,800 

PLANT HELD FOR FUTURE USE 0 0 0 

CWlP 0 0 0 

CIAC (27,600) 0 (27.600) 

ACCUMULA TEO OEPRECIA TION (72,607) 1,969 B (70.838) 

AMORTIZATION OF ACQUISmON ADJUSTMENT 0 0 0 

AMORTlZA TION OF CIAC 4.643 851 c 5,494 

WORKING CAPITAL ALLOWANCE 0 5,347 0 5.34~ 

WATER RATE BASE $ 107,636 $ 8,167 s l 115,80~ 
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PARADISE LAKES UTIUnES, L TO. SCHEDULE NO 1A 

TEST YEAR ENDING JUNE 30. 1997 DOCKET NO. 970633-WS 

SCHEDULE OF WASTEWATER RATE BASE 

BALANCE 
PER STAFF ADJUST. BALANCE 

UTILITY TO UTIL. BAL. PER STAFF 

UTILITY PLANT IN SERVICE $ 653,843 $ (281 .845)A 371 ,998 

LAND/NON-DEPRECIABLE ASSETS 36,000 (23,400) 12,600 

PLANT HELD FOR FUTURE USE 0 0 0 

CWlP 0 0 0 

CIAC (55,920) 23.400 F (32.520) 

ACCUMULATED DEPRECIATION (234,086) 234,086 B 0 

AMORTlZAnON OF ACQUISITION ADJUSTMENT 0 0 0 

AMORTIZATION OF CIAC 7,402 3.426 c 10,828 
MISCELlANEOUS DEFERRE.D DEBIT 0 46,080 E 46,080 
WORKING CAPITAL ALLOWANCE 0 8.529 D __ 6,529 

WASTEWATER RATE BASE $ 407,239 $ 10.276 $ 417,515 
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• • 
PARADISE lAKES UTIUTIES, LTD. SCHEDULE NO IB 
TEST YEAR ENDING JUNE 30. 18117 DOCKET NO 117oe:u-WS 
ADJUSTMENTS TO RATE BASE 

A. UTILITY PLANT IN SERVICE WATER WASTEWATER 

I . ReUr-.nt of- plenl from 11at Onllr s 0 $ (1011,214) 

2 ReUr-.nl of WIIIIW ... .,....,.II plenl 0 (152,602) 

3. Adjust fo( ~ miiCXIded expenM 0 (2,226) 

.. To retied IVllfllllinll8djullment 0 _111.,803) 
$ 0 s - {2.81,845) 

B. ACCUMULATED DEPRECIATION 

I To brine 8CCU1111Uted ~ to OOII'.cl emounc s 0 s 230.132 
2 To relied aveutgiug adjustment 1,969 -~3,e54 

s 1,9611 s - 234,~ 

c. AMORTIZATION OF CIAC 

1. To bOn(j CIAC lti'ICXtizaUon to OOII'.cllmOUnl s 1.130 s 3.968 
2. To relied IVllfllllinll adjuslmlnt (2711) t~2J 

s 851 s= 3,. 26 

D. ~G CAPITAL ALLr:JNANCE 

To retied 118 of tnt yeat 0 & M IXpenMt ~ 5,347 s 8,529 • 
E. LAND 

To rwft«S 11blenwnl ot Wllllw_, I)'~Wm s - 0 s (23.400) 

F. CIAC 

1. To retied rwlil•••ll ofWliiWW8t« IJSI«n s - 0 s 23,400 
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• 
PARADISE LAKES UTIUTIES, LTD. 
TEST YEAR ENDING JUNE 30. 1997 
SCHEDULE OF CAPITAL STRUCTURE 

PERUTIUTY 

LONG-TERM DEBT $ 111.1100 

SHORT TERM DEBT 50,000 

COMMON EOUITY 3115.521 

SHORT TERM DEBT - 20,307 

TOTAL $ 577,728 

RATE BASE 

RANGE OF REASONABlENESS 

RETURN ON EOUITY 

OVERALL RATE OF RETURN 

$ 

$ 

STAFF ADJUST. BAI.ANCE 
T<2...\illL _!W.._ PER STAFF 

(8.802) $ 103,2118 

(3.&44) 48,1541 

(30,404) 385,117 

{1,64.!) __ 18,748 

(44,411) $ 533,318 

533.318 

LOW HIGH 

11.70% 11 70% 

9 .78% 11 15% 
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• 
SCHEDULE NO 2 
DOCKET NO 1170633·WS 

PERCENT WEIGHTED 
OF TOTAL COST _sosr_ 

11137% 10~ 184% 

865% 10~ 087% 

88 48% 1070% 733% 

3 51% 1150"4 0 33% 

100 00% 10 48%1 



• • 
PARADISE LAKES U!lUTIES, l TO. SCHEDULE NO 3 
TEST YEAR ENDING JUNE 30, 19i7 OOCKET NO 970633·WS 

SCHEOULE OF WATER OPERATING INCOME 

STAFF ADJUST 
TEST YEAR STAFF ADJ ADJUSTED FOR TOTAL 
PERunUTY TOunUTY TEST YEAR INCREASE PER STAFF 

OPERATING REVENUES 60,680 s (477}A S 60.203 s 4,909 F So 65,112 J 
6.:5% 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE 29.347 13.427 8 42,774 0 42.774 

DEPRECIATION 7,698 oc 7.898 0 7.898 

AMORTIZATION (495) (446) D (94 I ) 0 (941) 

TAXES OTHER THAN INCOME 2,796 248 E 3,0« 221 G 3.265 

INCOME TAXES 0 0 0 0 0 

TOTAL OPERATING EXPENSES 39,548 $ 13.229 s 52.775 s 221 s 52.996 --

OPERATING INCOMEI(LOSS) s 21,134 $ - 7,428 s 12,116 

WATER RATE BASE $ ....l.Q!,638 s 115,803 s 115,803 

RATE OF RETURN 19.63% 641% 10.46% 
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PARADISE LAKES UTILITIES, L TO. SCHEDULE NO 3A 
TEST YEAR ENDING JUNE 30, 1997 DOCKET NO 970633-WS 
SCHEDULE OF WASTEWATER OPERATING INCOME 

STAFF ADJUST. 
TEST YEAR STAFF AOJ. ADJUSTED FOR TOTAL 
PER UTILITY TO UTILITY TEST YEAR INCREASE PER STAFF 

OPERATING REVENUES 122.007 s 4 787 A S 128,794 s 5,853 F S [ __ j_g«7 
4 48'!(, 

OPERATING EXPENSES: 

OPERATION AND MAINTENANCE 55,984 12,248 8 88.230 0 88.230 

DEPRECIATION 30,0i1 (18.825) c 11 ,288 0 11 .288 

AMORTlZA TION (883) 3,634 D 2,971 0 2.971 

TAXES OTHER THAN INCOME 5,075 966E 8,041 254 G 6.295 

INCOME TAXES ____ o 0 0 0 0 

TOTAL OPERATING EXPENSES 90,4187 s __ .i!,_91~ s 88,508 s 254 s __ 88.762 

OPERATING INCOMEI(LOSS) 31520 $~11286 $ .._..:3,685 

WASTEWATER RATE BASE $ 49Z.239 s 41 ?.515 s 417,515 

RATE OF RETURN _ 77% 9.17'!(, 10 48'!(, 
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. . . ' • 
PARADISE LAKES UTILITIES, L m . 
TEST YEAR ENDING JUNE 30, 1997 
ANALYSIS OF WATER OPERATION AND 

MAINTENANCE EXPENSE 

(601) SALARIES AND WAGES- EMPLOYEES 
(603) SALARIES AND WAGES- OFFICERS 
(604) EMPLOYEE PENSIONS AND BENEFITS 
(610) PURCHASED WATER 
(615) PURCHASED POWER 
(616) FUEL FOR POWER PRODUCTION 
(618) CHEMICALS 
(620) MATERIALS AND SUPPLIES 
(630) CONTRACTUAL SERVICES 
(640) RENTS 
(650) TRANSPORTATION EXPENSE 
(655) INSURANCE EXPENSE 
(665) REGULATORY COMMISSION EXPENSE 
(670) BAD DEBT EXPENSE 
(675) MISCELLANEOUS EXPENSES 

TOTAL 
PER UTIL. 

$ 0 
0 
0 
0 

2,516 
0 

649 
233 

22,795 
0 
0 

2,500 
250 

0 
404 

$~7 
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$ 

$ 

SCHEDULE NO. 3C 
DOCKET NO. 970633-WS 

STAFF TOTAL 
ADJUST. PER STAFF 

0 $ 0 
0 0 
0 0 
0 0 

(8)(2) 2,508 
0 0 

431 (3) 1,080 
1,250 (4) 1,483 

12,110 (5) 34,905 
0 0 

974 974 
(1,580)(6) 920 

250 (7) 500 
0 0 
0 (8) 404 

1~.427 $ =--42.774] 



t t I t • 
PARADISE LAKES UTILITIES, L TO. 
TEST YEAR ENDING JUNE 30, 1997 
ANALYSIS OF WASTEWATER OPERATION AND 

MAINTENANCE EXPENSE 

(701) SALARIES AND WAGES - EMPLOYEES 
(703) SALARIES AND WAGES· OFFICERS 
(704) EMPLOYEE PENSIONS AND BENEFITS 
(710) PURCHASED SEWAGE TREATMENT 
(711) SLUDGE REMOVAL EXPENSE 
(715) PURCHASED POWER 
(716) FUEL FOR POVYER PRODUCTION 
(718) CHEMICALS 
(720) MATERIALS AND SUPPLIES 
(730) CONTRACTUAL SERVICES 
(740) RENTS 
(750) TRANSPORTATION EXPENSE 
(755) INSURANCE EXPENSE 
(765) REGULATORY COMMISSION EXPENSES 
(770) BAD DEBT EXPENSE 
(775) MISCELLANEOUS EXPENSES 

-38-

TOTAL 
PER UTIL. 

s 0 
0 
0 
0 

3,980 
5,918 

0 
9,517 
1,666 

31 ,746 
0 
0 

2,500 
250 

0 
405 

s 55,984 

• 

s 

$ 

SCHEDULE NO. 3D 
DOCKET NO. 970633-WS 

STAFF TOTAL 
ADJUST. PER STAFF 

0 $ 0 
0 0 
0 0 
0 0 

(3,380)[1) 600 
(4,467)(2) 1,451 

0 0 
(8,767) (3) 750 

(391)(4) 1.275 
30.163 (5) 61 .911 

0 0 
418 418 

(1 .580)[6) 920 
250m 500 

0 0 
_ Q_(8) 405 

12.246 88.230] 
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RECOMMENDED RATE REDUCnON SCHEDULE 

PARADISE LAKES UTI LinES, L TO. 
TEST YEAR ENDING JUNE 30, 1997 

SCHEDULE NO. 4 
OOCKET NO. 970633-WS 

C!.l.Cw.ADOlLOF BAIE Rf'.O!J.CJlO.NaMlUNT 
AETE.R.Rf.CoyERY OF RATE CASf..EXP..ENSE.AMORDZADON.eERIOD OF FOUR YE.ABS 

MQ.MIH.LX...WATER BAlES 

MONTHLY MONTHLY 
RECOMMENDED RATE 

RESlOENTIAL AND GENERAL SERVICE RATES Reoucno.N 

BASE FACILITY CHARGE: 
Meter Size: 

518" X 314" s 6.14 s 0.02 
314" 9.21 004 

1" 15.35 006 
1·112" 30.70 0 12 

2" 49.12 020 
:r 98.24 039 
4" 153.50 062 
6"' 307.00 1.23 

RESIDENTIAl GALLONAGE CHARGE 
PER 1,000 GALLONS s 1.81 s 0 01 

RESIDENTIAL FLAT RATE s 11.67 s 0.05 

GENERAL SERVICE FLAT RATE $ 367.89 s 148 



• • • • • • 
RECOMMENDED RATE REDUCTION SCHEDULE 

PARADISE LAKES UTILITIES, L TO. 
TEST YEAR ENDING JUNE 30. 1997 

SCHEDULE NO. <4A 
DOCKET NO. 970633-WS 

C&.C~DUCDOJ':IAMOUNT 
AFTEB RECOVERY Of RATE CASE.fXeENSE AMORTIZATION PERIOD Of. FOUR YEARS 

MotflHLY WASTEWATER RATES 

MONTHLY MONTHLY 
RECOMMENDED RATE 

BES10.EtffiAL....GENEIW. SERYICf RATES REDUCTION 

BASE FACILITY CHARGE: 
Meter Size: 

5/8" X 314" s 8 .72 s 0.02 
314" 13.08 0.03 

1" 21.80 004 
1-112" 43.60 0.09 

2" 69.76 0.14 
3" 139.52 0 .28 
4" 218.00 0 43 
6" 436.00 0.86 

RESIDENTIAL GAllONAGE CHARGE 
PER 1,000 GALLONS s 4.82 s 0 01 
(3,000 GALLON MAX. PER MONTH) 

GENERAL SERVICE GAllONAGE CHARGE 
PER 1,000 GAllONS s 482 s 0.01 

RESIDENTIAL FLAT RATE s 23.48 s 0.05 

GENERAL SERVICE FLAT RATE s 74005 s 1 . ..S 



• • • • • 
OOCKBT NO. 9 7063 3 - WS 
DECBMBRR 2 3 , 1 997 

• 
ATTACHMENT A 

WATER TREATMENT PLANI USEP AND USEFUL DATA 

Docket No . 970633-WS Utility Paradise Lakes Utility. Ltd. Date 09/15/97 

1) Capacity of Pl a nt 

2) Ma ximum Daily Plow 

3) Average Daily Flow 

4) Fire Flow Capacity 

a) Needed Fire Flow 

5) Margin Reserve 
*Not to exceed 20t of 
present customer s 

550 gallons per min 

gallons per min 

gallons per min 

gallons per min 

None . lake can be utilized. gallons per min 

--~~---------------------- gallons per min 

a) Test Yea.r CUstomers i n ERC' s - Begin 340 End 340 Av. 340 

b) CUstomer Gro•o~th Using Regression Analysis in ERC' s 
for Most Rec~nt 5 Years Including Test Year 

c) Construct ion Time for Additional Capacity 2.0 

ERC's 

Years 

(b ) X O X ( gallons per min 
Margin Reserve 

6) Excessive Unaccounted for Water --'lNtlooo~nL];;e.__ ______ _ gallons per day 

a) Total Amormt ------ gallons per day \ of Av. Daily Flow 

b) ~sonable Amount gallons per day t of Av. Daily Flow 

c) Excessive Amount ------ gallons per day t o f Av. Daily Flow 

PERC~ USEp ~D USEFUL FORMULA 
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, . . , • 
DOCKET NO. 970633 -WS 
DBCBMBBR 23, 1997 

A'M'ACHMENT B 
WATER DISTRIBUIION SYSTEM USED AND USEfUL DATA 

Docket No. 970633-WS Utility Paradise Lakes Utilities. Ltd. Date 9/15/97 

1) Capacity-&~--------------------------- ERC's (Number of potential 
customers without expansion) 

ERC's day 

ERC's 

21 Number of ~ 1.£AB Connections.-o~3~4....,1~-----

al Begin Test Year ---~~------------

bl End Test Year ---~~~--------- ERC's 

c) Average Test Year ---M~~---------

3) Margin Reserve 
*Not to exceed 20\ of 
present customers 

ERC's 

ERC's 

a) Customer Growth Using Regression Analys is in ERC's for Most Recent 
5 Years Including Test Year ERC's 

c) Construction Time for Additional Capacity Years 

(a ) x (b) -~---------------------------- ERC's Margin Reserve 

PERCENT USEP AND USEfUL FORMULA 

(;) t 3) 

1 

NOTE: All curb stops are in place, the entire system is considered 
·~uilt out,• therefore we consider the entire system as 100 
percent used and useful. 

- 42 -



. .. . . 
DOCXBT NO. 970633 - WS 
DBCBMBBR 23, 1997 

AITACHMENT C 

WA$TEWAIER QQLLECIIQN SYSTEM USED AND USEFUL DATA 

Dockec No. 970633-WS Utility Paradise Lakes Utilities. Ltd. Dace 9/15/97 

1) Capacity --&1&--------------------- ERC's (Number of potencial 
customers without expansion) 

2) Number of ~ XBA& Connections 

a) Begin Test Year ERC's 

b) End Test Year --------~~L--------------- ERC's 

c) Average Test Year------~~---------------- ERC's 

3) Margin Reserve ~~~~-----~~---------------------
*Not to exceed 20t of 
present customers 

ERC's day 

ERC's 

a) CUstomer Grvwth Using Regression Analysis in ERC's for Mosc Recent 5 
Years Including Test Year ERC's 

c) Construction Time for Additional Capacity __ .-________ __ 

(a) x (b) • -2---------- ERC's Margin Reserve 

PERCE!!T USED AND USEFuL FORM1JLA 

..!2 t 3) 
1 

Years 

NOTE: All construction is completed, the entire syscem is considered to be 
"built out,• therefore, staff considers the entire system co be 100 percent 
used and useful. 
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DOCKBT NO. 970633-WS 
DBCBMBBR 23, 1997 

ISSUE AND MCCHCINDATION smtG\BX 

• 
ISSQE 1: Is the quality of service provided by Paradise Lakes 
Utilities, Ltd. in Pasco County satisfactory? 

RECOMMBNPATION; The quality of service for both the water and the wastewater 
systems should be considered satisfac'tory. (DAVIS) 

ISSQB 2; What portions of water and wastewater plants-in-service are used 
and useful? 

&BCOMMBHDATIQN; The water treatment and the water distribution syst~m should 
be considered 100\ used and useful. The used and useful for the wastewater 
plant should be considered not applicable. The collection system should be 
100\ used and usef ul. (DAVIS) 

ISSUE 3: What is the appropriate average amount of test year rate base for 
each system? 

RECOHMBNDAIIQN: The appropriate average amount of test year rate base for 
Paradise Lakes should be $115,803 for water and $417 , 515 for wastewater. 
(MANN, DAVIS) 

ISSUE 4: What is the appropriate rate of return on equity and the 
appropriate overall rate of return for this utility? 

&BCOMMKNPAIION: The appropriate rate of return on equity is 10.70\ with a 
range of 9.70\ - 11.70\ and the appropriate overall rate of return is 10.46\ 
with a range of 9.78\ - 11.15\. ( MANN ) 

ISSVE 5: What are the appropriate t est year opera ting revenues for each 
system? 

RECOMMSNDATIQN: The appropriate test year operating revenues should be 
$60,203 for water and $126,794 for wastewater. (MANN) 

I SSUE 6: Wh<1t are the appropriate amounts for operating expense for each 
system? 

&BCOMMENJ)ATION: The appropriate amounts for operating expense should be 
$52,775 for water and $88,508 for wastewater. (MANN, DAVIS) 

ISSVE 7; What is the appropriate revenue requirement for eac n system? 

RBOPMMBNDAT~: The appropriate revenue requirement is $65,112 for water and 
$132,4 47 for wastewater. (MANN) 
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DOCXBT NO. 970633-WS 
DBCEMBBR 23, 1997 

ISSUE 8: What is the appropriate rate structure and what are the recommended 
rates for this utility? 

BBOOMMBNDATlQN: The recommended rates should be designed to produce revenues 
of $65,112 for water and $132,447 for wastewater. The approved rates will be 
effective for s~rvice 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 may not be 
implemented until proper not ice 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. ( MANN ) 

I SSQE 9: 
four years 
amortized 
Statutes? 

What is the appropriate amount by which rates should be reduced 
after the established effective date to reflect the removal of the 
rate case expense as required by Section 367 .0816, Florida 

BEOOMMBNPATIQN: Revenues should be reduced by a total of $262 annually for 
each water and wastewater system to reflec t the removal of rate case expense 
grossed-up for regulatory assessment fees which is being amortized over a 
four-year period. The effect of the revenue reduction results in rate 
dec reases as shown on Schedules Nos. 4 and 4A. The decrease in rates should 
become effective immeciately following the expiration o f the f our year rate 
case expense recovery period, pursuant to Section 367.0816, Florida Statutes. 
The utility should be required to file revised tariffs and a proposed 
customer notice setting forth the lower rates and the reason for the 
reduction no later than one month prio r to t he actual ciate of the required 
rate reduction. ( MANN) 

ISSQB 10 : Should the recommended rates be approved fo r the utility on a 
temporary basis in the event of a timely protest filed by a party other than 
the utility? 

BECOMMENPATION: 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 authori zed to collect 
the temporary rates after staff's approval o f the security for potential. 
refund, the proposed customer notice, and the revised tariff sheets. (MANN) 

ISSQB 11: Should this docket be closed? 

RICONCINDATION: Yes, upon expiration of the protest pedod, if no tlmely 
protest is received from a substantially affected person within 21 days from 
the issuance of the Order, this docket should be closed administratively. 
(MANN, DAVIS, VACCARO) 
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