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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re : Petition of SOUTHERN STATES 
UTILITIES , INC. for rat~ increase 
in Duval County. 

) 
) 
) 

DOCKET NO. 890951-WS 
ORDER NO. 22393 
ISSUED: 1/10/90 _____________________________________ ) 

The following Commissioners participated in the disposition 
of this matter: 

MICHAEL McK. WILSON, Chatrman 
TH01>1AS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

ORQP.R SUSPF.NDING PROPOSED WASTEWATER RATES, GRANTING 
IN~REASED WASTEWATER RATES ON AN INTERIM BASIS, ANO 

SETTING PORTION Ol WATER RATES SUBJECT TO REFUND 

BY THE COlo\1-HSSION : 

BACKGROUND 

Southern States Utilities , Inc., (Southern 
utility) is a Class A utility with its main offtce 
Apopka , Florida. Southern States is a subsidiary of 
Group, Inc ., a Minnesola corporation, whi ch is 
subsidiary ot Minnesota Powet & Ligh t Company. 

States or 
localed 1n 
The Topeka 
itself a 

Southern States operates two water and wastewatet utility 
systems in Duval County, the Beacon Hills and Woodrnete syslems, 
which serve approximately 3 , 100 w1ter and 3,000 wastewate r 
customers . During the twelve month period end~d Hay 31, 1989, 
Southern States realized actua l operating revenues of $ 594 , 089 
and a net operating income of $ 134,404 for its Duval County 
water sy stems and actual operating revenues of $579,183 and a 
net operati ng income of $89, 460 for i s Duval Cou n t y wastewater 
systems. 

On November 2 , 1989, Southern States completed the minimum 
filing requircmen s for a general ra le increase a nd t hat date 
was established as the official date of filing. In accordance 
with Section 367.081(8), Florida Statutes, the utility h ds 
r equested that its application be processed using the proposed 
agency action procedure. The test year for both interim and 
fina l rate purposes is the twelve-month pertod ended Hay 31, 
1989 . 
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Southern States has requeste d final waslewa er l d ~~ 
designed to generate onnual revenues o f $869 ,1 20, which exce~d 
annuaL1zed test yeat revenues by $ 250,697 ( 40.~3 percent). 
Although Southern StaLes has not teques ed an 1ncrea.e i n water 
rates , it has requested Lhat we res truclute 1ts wa ter rates 
based upon meter si ze. I l has .:dso reques Leo ha we approve 
coun ty-wide, unifo rm rates fot he Duval County s y s ems , b ased 
upo n a bi-mon hly b1llinq cycle. Cu xrenlly , B~acon Hil ls 
customers are b i lled quar erly and Woodme r e custome r s ate 
billed o n a monthly bas is . 

SUSPENSION OF PROPOSED RATES 

Und t Sec ton 367.0fll(6) . Flotida Statutes, rae schedules 
proposed by l ullltty bec0rre effec ive .. >1x y days .ttet Li li nq 
unless we withhold consent to the implemen taL1on o f sucn 
rates. rn additi o n, under Sec t on 367 . 081(8), Florida 
Statutes , thi s Commi ss t on must Lake enlex tl s vole o n the 
proposed agency action within five month s o t the oft 1c1al dale 
o f t i ling . 

A review of Southern Sla es · filing tndtca es that 1L ho::> 
made fairly sub sta ntial plant additions s1 nce our las aud t l. 
In add.1Lion, Southern Statt>s h as proposed numerous ad )uSt"lencs 
to its rate base and o perating staternen s . Upon cons t de r at1on 
of the proposed ra tes , the amount of add1Lional reven•tes sougl.t 
thereunder and the suppor · ing data which have been :;ubmtt t•!. 
we believe hal 1t is necessa ry and reasonable o t~ JUtt~ 
furthe r amplif1cation, e x planation and co rroborJLion o r tt~ 
data filed by th~ utillty . Acco rdingly, we i 1nd at appropriiJtt­
to s u s pend Southern States· proposed rates. 

INTERIM RATES 

Pending o ur final disposition of its applicatton, Southern 
Stales has requested Lhat we approve in ecim wastewater rates 
designed to genera e annual revenues o f $ 69S , b09 . Accordinq to 
t he utili t y, these revenues e xceed annual1zt!d test year 
revenues by $77,18 6 (1 2 .18 percent). Our calcula tons or te 
appropriate interim ra es ( o t his utility a t e di scu ssed bel ow. 
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Rate Base 

Our calculation of the approprtate was cwater ra e base , 
used solely Lor the purpose of setting inter1m rates, is 
attached as Schedule No. 1-B, with adjustment s itemized o n 
Schedule No. 1-C. Those adjustments which ace st!ll­
e xplanatory , o r which are essentiall y mechanical in nature, are 
depicted on those schedules without further discussion 1n the 
body of this Order. 

In its appl cation, Southern !:;tates reduced utility plant­
in-service o reflect 1ts rettremont of a 201 , 000 gallon per 
day plant from the Beacon Hills wastewatec s y stem. lt also 
increased non-used and usefu 1 plant for excess capaci y and 
made corresponding adjustr ent o accumulated depreciation for 
both the reti tement and the non-used and useLul plant. In 
addition, putsuant to Order No. 21890 , issued September 13, 

I 

1989 , Southern States used the formu la method to calculate 
working capital and t he simple avetage method to calculate rate I 
base. The ptoposed working capital allowance also incocpo ca es 
certain changes in o perating and mai n tenance (0 & M) expenses. 

we believe that the utility h as used conservative 
met hodologies to de erm1ne its i n terim rate base and have, 
t herefore , made no Cucthet adjustments . Using the simple 
average methQd and the adjustmen ts discussed above , we find 
t hat the dppropt iale wastewater ca e base, for interim 
purposes, is $1,525,089. 

Cost of CaE..!..li!..L 

Ou r calculalion of the appropClate capttal str•Jcture for 
t he purpose of establtshing i nterim wastewater rates , which 
includes a pro ra a teconciliation , is attached as Schedule No . 
2-B . In its applica ion , the utility used South~:Hn States · 
c apital s truc ture to calculate its overall rate o t return. The 
utili t y' s currently app(ovcd rates o ( re urn o n equity are 12.0 
pe rcent for th~ Woodmete system and 13 . 5 percent for the Beacon 
Hills s y stem. The utlltty used the l ower of the approv ed rates 
o f return on equity o calculate an ove rall rate of return ot 
9.98 percent for the combined Duval Coun y wastewater s y stems. 

Based 
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establ1shing 1nteri m rates for the Southern S a es Duval County 
wastewater systems , is 9.98 percent . 

Net Operati ~g_I~e ~OI} 

Our calculation of he utility·~ est year NOI, used 
solely Cor the purpose o t estab li shi ng in erim rates, 1s 
:1ttached as Schedule No. 3-B , with o ur adJustmen ts itemtzed on 
Schedule No. 3-C . fhose adiustmen s which a re self­
explan atory, o r which are essentially mechan1cal in nature , au~ 
depicted on those sch dules w1tho u t furthe t discuss1 o n 1n the 
body of this Order . The major adjustments are discussed below . 

In 1ts appllcatior, he utility annuallzed cus omer 
re,·enues on its interim IIOI ~chedule to cetlecl l!'·s mos tecent 
price 1ndex adJustment, .llonq with core "'Spond1nq increases to 
1ncome ta x and regulatory assessment CePs. The ut:i l1ty also 
ade a number of r educt1ons to 0 ' M e x pens •s and dcprectation 

expense. According to he u ili y, he ptoposed revenue 
requirement would allow 1t to recover ~es yedr )p~ tating 
expenses and a 9.98 percent rctutn o n rat~ base . However, 
according to our calculat1ons , test year C\.'V~n ues were 
inconsistent w1th the util Ly's billing analy~is . Accotdlng ly, 
we hcwe inc rea sed tes ycd r revenues by $11, 13 Q in o r der to 
reconcile th~n to the bill1ng analysis. 

Based upon of the int"ormat1on tiled by the applicant and 
the ad)ustmcn s discussed above, we t tnd il app r opria c o 
ncrease wasle•.-~a ~r revenues by $66,047 (10.i9 pr>rcent) , on an 

1nterim basis, for a ota l WdSlewatl~r tevenue requ1rernen ot 
.S695 , 609 . 

rn erim Rates 

In order o allow th1s u 1l1ty th• oppor un1ty o ear n the 
·.-~astewa ter revenue requ1 r emen approvt"'d Jbove, we hereby 
, pprove the rates set torth below, tor 1n t~t un purposes only . 
rn additio n o t he pp t ov~d int:.rirn caL.,s, we have set tort> 
the utility ' s cu rrent and proposed 1n erim was ~water ra es , 
for comparative purposes, as ollows: 
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~EAG_ON .Jf.T LLS 

QUARTERLY WASTEWATEB_RATES 

Resident:ial 1nJ General Se t vice 

Heter Size 

All meter s izes 
(flat rate) 

Mel~ Siz~ 

All mele e sizes 
(flat rate) 

t-1eler Size 

A 1 l meter s i z ·~ s 
(flat ra e ) 

Current 
R!tt~ 

$47. 27 

WOODl-1ERE 

Pr oposed 
Inteo!ll 

.£53.17 

MONTHLY WASTEWATER RATES 

Resident "al S~~vice 

Current 
~tcs 

$ 12 . 96 

gener.2_l Setvig 

Current 
Rat£_L 

150\ o f 
'"'a e r b i 11 

Proposed 
Interim 

$J.1.58 

Proposed 
Inte.!..l!!L 

168 . 72\ O t 

water bill 

App t o ved 
Interim 

$52. 23 

Approved 
Inte r i.!!!._ 

$14 . 32 

Approved 
1 n l e rJ.!.!l_ 

166\ oC 
waler bill 

The interim ra es approved heu•J n sha II be eftec ive for 
meLe e re ad ing s o n o r after t hi t y day s ltom the s amped 
approva l date o n the rev1sed tariff paqes tor lht"' Woodmere 
Sy stem , and for s •rvtce rend ~red on oc a 1 er he s amped 
1pproval dale on Lh' revt:.cd LJtiff Pc39 ~. t or lh~ B~acon H1lls 
Sy•, em. The revtsed antl paqt-s will be appr.1ved upon staff ' s 
vetif icaLion Lhat Lhey ace consistent wi h Lhe Comm1ssion · s 
decision , hat Lhe proposed cu3 Ol"'er nolic~ is adequ;,te, and 
Lhat the appropriate r etund secun y has oeen {H OVlded . The 
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customer notice and refund securit y a r e discussed furth~r 
herein. 

Acco rding to the utility's applicat1on, the Jdj usted Lest 
year rate o f re turn tor water wa s 11.12 percen . Southetn 
States argues that, basrd upon he rate o l re urn requested t Jr 
C1 nal rates, 11.12 percent is wi hin he range of 
reasonableness. Souther n States has requ sLed a 10.56 pe rcent 
rate of return tor ftnal water ralt:!S wit h a rJ nge of 
reasonableness o t 10.21 percen t t:o 10.86 percent . 

It i., Comrnissio, practice to makP oveu~a rnings 
detetmllldtiOnS based upOn he prlOC dpprOVCd ( ~ t" )I Cl:!turn, 
not the requ•s ed rate ot return. A, discuss'd below, it 
appears t haL the util1 y may be exceeding its last authorized 
rate ot return tor water. There tore, a port ion OL 1Ls watt:!r 
revenues mu st be made subjec o r etu nd pendinq turther 
invcst1gation. 

Rate Base 

To deL• r mi ne whether l:he utllity ma y be in an ove rearnings 
posturt, we have adjusted t h e utility·J t1nal w1ter rate 
schedules in order to be consi~ ent with those ddjustment~ made 
i n the interim wastewate r schedult:"s . Ou r calculation t> t w,Jter 
rat e base is attached s Schedule No. 1-A, Wlth ou r ndjus me11ts 
1tem1zed on Schedule No . 1-B. Those .ld)ustmen s •.-~ luch are 
se lf-explanato ry, or wh ich ~r0 essent ia l ly mechanical 1n 
nature, are depicted on t hose schedules without tur htH 
d i scussion 1n the body o t hi .. Or dl!r . The major adjus ment:s 
a re dj&~ssed bel o w. 

In its application , t he utility adjus ted watiH rate base 
to i ncrease non- u sed and userul plan . ll also made a 
co rrespondinq adjustrncnl to accumu l ated depceci..1t1vn and 1n 

adjustment t o wo rkinq cap ttal o brtng 1 o l/8 of 0 & C·! 
e xpenses. We have made an addiL 1o n a l adj u s t ment o ·.-~or k111q 
capita l to correspond w1Lh our c h nges o 0 & M rxp~nsLs. 

Based upo n the ut1li y ' s ,lpplica ion .wd lhe .ldjust.r.en s 
discussed above , we rind h a he pptopr i 1Le • .Jatt:H rate bdse 
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to use Cor t he purpose o t determining whetner 
ove rearning for water scr'ltce is $1,359,891. 

Cost of~i al 

his utili y is 

Ou r C.Jlculation ot Lhc appropoate cap1 al sltuctutc f or 
t he purpose of detecmtning whether the uttll y is ove r earning 
for water service, including a pro ra a rcconctl iat.:ion, ts 
attached as Schedule No. 2-A . The uttltty ' s cucren ly approved 
cates of retu rn o n equtty are f . l6 perc~nt tor the ~loodmere 
s y stem and 13 . 5 percent for the BeJcon Hllls :.ystem. 
Consistent with the methodology used by the u llity 1n 
ca lculating its proposed interim wastewatPr rates , we have used 
Southern States ' capital struc ure and the lower ilppco,ed rate 
of return on equ1ty. Using this method , W" tind hat the 
app ropClate oveta ll r te o t relurn Lo use tot the purpose o t 
determ1n1ng whelher thts ut1l1ty is overea rniug tor water 
se rvice 1s 9 . 08 percen . 

NOI 

Our calculation of the utility's est year NOI. used 
so lely for Lhe purpose ot determining whether the uti ltt-y ts 
overearning lor water ::.c t vice , i s attached as Schedule No. 3-A, 
with ur ad)uS menls i t em t zed o n Schedule no. 3-C. Those 
adj u stmen ts whtch are self-explanat ory , or wntch are 
essentially rnechani~ll in nature, att:' dep1c.tl!d Jn ·hose 
schedules wi houl rurther discussion 1n hr body oc hts Order . 

I n its applicatton , the utility .1nrwalt~cd revenues, with 
cor r espond i ng i ncreases Lo income Lax 1nd rPqula ory JS5Cssment 
fees . we have removed t he utility ' s tncrc~Jcs o t out-tt-per iod 
e xpense'; and amortizatton of cale case expense . in o r der o be 
consistent with t he methodologies uttlized Cor calculating 
i nterim rates. In addt ton, the utility · s reported revenues 
did no t agree with the billing anal y c;ts . Accordtngly, we 
i ncreased test year revenues by $ 22 , 278 in order Lo q~(lcc the 
correc t amount. 

Based upo n Lhe discussion above , we find lhaL the 

I 

I 

1ppropri aLe awoun t o f Lest y ear NO! to use in determining 
'lhethe r t hi s utlli y is overt:'Jtni nq tor wa et service 1s I 
H 23 , 50S. rn cons idl' t ion of lhts amounl .Jnd our find1nqs 
Leqarding rate base and cost of capital, we t1nd that the 
ucil1ty ma y be overearning tor water se r vice. Accordingly . the 
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utility shall hold $85,854 in annual wat~r revenues subJeCt t o 
refund, pending fu r ther tnvestigatton. 

REFUND SECURITY 

Under Section 367 .082(2}, Florida Statu es, a utllity is 
required to hold t he d1fference between 1Ls approved tnterim 
rates and its previously authorized ra es , o r t he dilference 
between its currently authorized rates and those whtch would 
reduce its achieved rate of return to the ma ximum o f its 
required rate of return, subject Lo retund in accordance with 
Rule 25-30.360, Florida Adminbtrative Code. Acco rdingly, we 
hereby f1 nd it appropriate to requi r ... Southe-rn States t o submtt 
... corporate undertaktng n he amount o f $100,000, to Juaran ee 
i~s potential refund liability hrough July ~J , 1~90 . fn 
addition, pursuan to Rule 25-30.360(5}, F-londa Admtnistrati·J~ 
Code, Southern States shal l provide a repor by he t.wenticttl 
day o t each month indicating Lhe monthl y and to al water a nd 
wastewater revenues collected subject Lo refund. 

CUSTOMER NOTICE 

Finall y, pnor to its implementation of the 
approved ht.re1n, Southern States shall ~ubmtt and 
a pro~osed c ustomer notice which shall explain 
inctease and the r easo ns theretor. 

Based upon the l oregoing , it i s 

i n e t i m t d t. ~~ s 
have OJppt o ·1ed 

t W! t n t.: e r 1 :n 

ORDERED by the Flooda Public Service CommisS I On lh.H he 
rute schedules proposed by Southern Stales Ulllitit s, Inc . rot 
its Duval County water and waslawate r s ystems ate hereby 
s u s pended, pursuan to Sec ion 367 . 081( 6 ), floctda -StJtu es. 
It is further 

ORDERED that the request by 
Inc . Cor an interi m increase in 
qranted , in part, a~ sf>l t o rth in 
ts fur her 

Southern StaLes U iltttes, 
wastewater rates is heteby 
Lhe body o f his Orde r . I 

ORDERED tt.at lhe difference bt.~lwe n the intetirn ·.-~astewa er 
rates approved herein and the pn"'vtou.,ly authorized was ewo.1ter 
ca s s hall be collected subject to reLund tn tlC.CHd'lncc wtth 
Ru le 25-3 0 . 360, Florida Adminis trative Code. [t i~ futthet 
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ORDERED that Southern Sta es u ili i 'S I Inc. Shill I hold 
$85 , 854 in annual water revenues, O t 12 . J6 percent Ol the 
revenues collected b~twecn December 19 1 1989 and 
our f i n a 1 action , SUbJeCt to rerund as set t o r h in 
this Order. It is further 

ORDERED that, pnot to its implementa ion o( 
wastewater rates approved herein, Southern Stales 
Inc . shall f1le and have approved ta r 1ff pages 
acco r dance wi h the prov1•1ons of this Orde r . IL is 

the cla e Ot 
the bcJdy Ot 

the tnterim 
Uttllltes, 
revtsed tn 
further 

ORDERFD that, pno r o its t.nplcmenlatlon ot the tnlerim 
wastewater r ates approved herei n, Southern s-aLes Utilities, 
Inc. sh.1ll file dnd have approved a proposed no tice to its 
cus t ome rs detailing LhP tn etim rate 1ncrease Jnd the reasons 
t.he re(or . It is furlhet 

I 

ORDlRF-D lh.Jt, poor to 1ts 1mplcmen tall on or he intenm 
·.-1astewater rates approved he r ein, Southern States Utllities. I 
Inc. shall file and have approved a co t potale under dking in 
the 1mounl o t. $100 , 000, as guarantee for any po cntial rerund. 
ll is futthec 

ORDERED that the interim i ncrease in w~s cwater rates 
approved heretn s hall be e t fective for meter readings on or 
dtter t h trty f30 ) days from t he stamped approval dale o n the 
revised tariff pages for he Woodmere s y stem , and foe setvtce 
rendered on or af er he stamped approva 1 date o n the rev1sed 
anff pages fot the B aeon Hills s y stem . The re•1ised t:ar1tr 

pages will be approvt~d upon slatf ' s verttica ion thut th 
tariffs arc consis ent wi h the Commission ' s dec ston. Lhdt re 
proposed cus omer not1cc is Jdequale , and that the appcopridte 
recund security has been provided . 

By ORDER of the F'lo r ida 
---"-JANUARY 

Pub I ic Service 
1990 

Commission. 
this _LOt.h. dc:~y of 

STEVE TRIABLE, Oireclor 
Dtvtsion o t Records and Rcpo t ing 

(SEAL) 

RJP 
I 
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NOTICE OF FURTHf::R PROCEEDiNGS OR JUDICIAL Rt..VIH•I 

The Florida Publlc Service Commtss1on is tequit d by 
Sect1on 120.59(4), Florida Statute~. to notity parLtL"> o t MlY 
.Jdm1n1sttative heanng o r JUdlcial review ot Comrri:s:.l n o rdet s 
lha is .wadable under Secttons 120 . 57 or 1..0.68, Flotida 
SluluLes , as well as the procedutes and time luniLs hat 
apply . This notice should not be cons rued o mean all 
requests for an adm1n1s ra ive hearing or judicial review will 
be granted or resul 1n the relief souqht. 

Any party adversel y Jffecled by lhis order, which 1s 
prelimi rnry, procedural or 1ntermed1ate in na ure, may 
request : l) reconsideration tvithin 10 nays pursuan to Rule 
25-22 . 018( 1

) , Florida Admtntstrallve Code, 1f tssued by 1 
Prehcartnq Otficer; 2) rec n~tdera ion w1th1n 15 days pu t suctnt 
t:o Rule 25-22 . 060, Flolld1 Admi.nislraltve Code, i( issue>d by 
the Commiss1on ; or 3 ) )Udtc1al rev1ew by he Florida Suprert'e 
Cour , in hP case or an elcctr1c, qas or telephone ut1lity, or 
the FirsL Dis rict: Court: of Appeal , in the case ut J water or 
··e~r1er u i li y. ;.. motton tor recons1decatton shall be nltd 
· .. nth the Dircc or , Division oi Records and Reporting, in the 
lorm prescribed by Rule 25-22 .060, Flor1da ArlminislrJ ive 
Code . Judicial revu.!..., of a prelimtnary, procedural o r 
1nterrnedtHe 1 u ltng or otd r is .;vai lable i. [ revie• ..... o t the 
final act1on will not provide an adequate rcrtedy. Such teviet-~ 
rea y be reque~ted from the approprtale court , ,s dPscr ibed 
ctbove , p1..1rsu.Jnl to Rule 9.100 , Florid Rules o r Appt•lla e 
Procedure. 
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SOJlHE I. Sll.lf:S UTillll£$, 11.:. • D\N~t COJioiY 

s:Ht~Ul£ 01 ~TER R~T[ B~S£ 

l(Sj YE~ EI.~ED HAT 31, 19&9 

1 UlllliY rLAI.I II. SE~VIt£ 
2 
3 L~-, 
4 

S N~·U~ED ' UfEfU. ~~EWTS 

6 
7 C • • J. P. 

II 

9 t.I.I..C. 
10 

H ACCU><!JU.TED DEPRECilTIOt. 

i2 
13 ~liZATI~ or C.I.A.C. 

" 15 AOV~N~S fOil ~SUU:TJ(lllo. 

16 

s 

1ES1 T£U 
PU 

UTILITY 

J, 953, S4l s 

120,500 

0 

0 

(2,295,631) 

0 

ADJVSI£0 

SCII£01.1.£ ... D. 1 · ~ 

oo:(£1 ~o. &Q09S i ·VS 

UTilllf TESt YEAR COt!l"' l H"' ADJUSltO 

ADJUSTH£1115 PER UT ill lY ADJU$1M£i. l$ lESt T[4R 

0 s 3,95J,S4l s 

0 120,500 0 i20,SOO 

(LS,D'S> 0 

0 0 0 

0 (2,295,631) 

11,652 <704,690) 0 (70. , 690) 

0 Z9l,LSO 0 29J, tSO 

0 0 0 0 

17 ~(IN: CkOJTAL ALLOUA~C£ 
HI 

37,573 1,989 39,562 <~.798) 3-,76-

19 

20 ·····~···~··· ···~······· ........... ...........• . ....•..... 

I 

I 
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s:uTIIER~ StATU Ullllli[S, l l.t. DV\·A~ to.ll-f1 s:~t:IJ.l ' :: : · t 
oo:~!t ~n. &?~I ·~S 

Sth~DUtE Of S(V[R ~AT£ lASE 

l£$1 YEAR E~£0 KAT )1, 1980 

1 U~l ITT PUI. T II. SEll 'ICE 

2 
J L.t.l.~ 

L 

S ~Oh·US£0 ' USEFU. C~~E~TS 

6 
7 C.\.',l . f'. 

a 
9 C .. . .A . C. 

\0 
11 A:~LAT£0 OfPREtiATIOh 

12 
ll ~TI 2ATI~ Of t .J . .A.t. 

t5 AOV.A~tES f~ ~STRU:TI~ 

16 
17 \.~tl~w CAPITAl AllOJA~tE 

18 

ttsr nu 
PER 

UTIU TT 

0 

0 

O,J02,050> 

(809,&.21) 
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