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fiNA.L ORDER SETTING RATES AND CHARGES 
AND DIRECTING COMPLIANCE 

BY THE COMMI SSION: 

BACKGROUND 

On June 30, 1987, St. George I sland Utility Company, Ltd . , 
(-sGr - o r - ut ility-), filed an app l icati on for an increase in 
water rates in Fra nklin County, Flo rida . However, the 
information submitted did not satisf y the minimum filing 
requirements for a general rate increase and the utili ty was 
adlvised of the deficiencies. On September 1. 1988, SGI 
completed the minimum filing requirements and th i s date was set 
as t he official date o f filing. 
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The test year f o r t h is rate increase application is the I 
twelve-month period ended December 31. 1987. The ut i lity has 
requested final rates t o generate annual revenues o f $405 , 398 
for water service. The requested revenue exceeds test year 
revenue by $292,508 (260\). Pending ou r consideration of fi nal 
rates, SGI reques ted approval of interim rates designed to 
generate revenue of $342,693, which represents an increase of 
$2 29 ,803 (203.66\) ove r t est year revenue. 
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On September 23, 1988, the Office of Pub! ic Counsel (OPC) 
se rved notice of its interven tion in t hi s docket o n beha lf of 
SGI ' s c u stomers. By Order No . 20078, i ssu~d S.:!ptciT'ber 27 , 
1988, we acknowledged OPC ' s intetvcnti o n in Lht s rndLte r. 

By Order No . 2024 1. issued October 31. 1988, we suspended 
the utility ' s proposed rate schedules pursuant to Section 
367.081(6 ), Flo rida Statutes . o facilit"ltc a mo•e det.:~•lcd 
examiniati o n of the utility's pt opo s ed incr.:!iiS.:! than t he 
si.xty-day file and s u s pend period allows . 

By Order No . 20401. iss ued Decembe r 5 , 19B8, we granted an 
interim r ate increase. sub ject to refund, designed to generate 
annual revenue of $1 97 , 5B2 . whic h represent s a n inc r ease ove r 
adjusted test year revenues O L $7 1:. 250 {60 .20%) . By Orde r No . 
20687, i ssued Feb1uary I , 1989 , we g t~nted SGI's motion f o r 
recons icerauo n and modifted Order No. 20.;01. t o require SGI to 
escrow only the difference be '-leen the amount tha t •.-ould have 
been co i lectec under its o r ig 1 na I r ates and the amount actually 
collected unde r the interim rater.. 

A pt ehearing conference was held in Tallahassee o n Ja nuary 
6 . 1989. A Eo r rr.a l hearing was held o n January 12 a nd 13, 1989, 
in Apal .Jchtco la. F'l otida . 

F I ND!~GS OF F'AC7. LAW AND POL ICY 

Having heard t he e vidence ptesen ted at the Cormal hearing 
held in this docket and h aving revie•.-ed t he recommendati ons of 
Staf!: , as we l as the br :ecs of Lhe part i es. we now l.!nter our 
findings and conclusions. 

STI?UL.:..T I ONS 

Prior t o , o r during , Lhe hearing in this case, the 
following s tipulations were agret.:!d to by the utili t y, OPC , and 
Commission staff. During the cou r s e of t he hearing , no matters 
were raised which caused us to question the appropriateness of 
these stipulations. we believe them t o be reaso nable and. 
therefo re, we approve them in all respects. 

Rate Base 

1. Unsupported communicati o ns equipmen ·.-hich was not 
included in the o rig1n~ l cost sLudy, wo t t h $ 2 , 090 
should be excluded fro m utility plan t. i n service. The 
13-ronth average o f accumulated depr~ciat i o n shou ld be 
reduced by $834 and depreciati o n s hould be reduced by 
$ 204. For boo k purposes . the year-end b a lance of 
accumulated depreciation s hould be reduced by $936. 

2. The appr opriate amount o( wo rkiny capita l to be 
included in r ate base is zero . 

Cos t of Capital 

3. The appro priate c os t o f test year de bt • s 6 .97%. This 
do es not include the cost of pro forma debt . 
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Net Operating Income 

4. Outside s ervice s s ho uld be reduced by $2,577 to 
exclude accounting fees, which ~ere reco rdeo as an 
expense du r ing the test year, but a ppropriately should I 
be includ- d as rate case e xpense. 

5 . Au t omobile expe ns es for a general l abo rur o C $3,917 
should be remove d from test year expenses, which are 
no lo nger paid to the current employee . 

6. Non-recurring long distance telephone charges of 
$1.200, paid as an emp l oyee benefit, s hou ld be removed 
fr om test year expenses. 

7 . Pr i o r period expenses of $2,889 shou ld be removed from 
test year expenses . 

8. Miscellaneous dues and do nations o f $310 should be 
removed from test year expenses. 

9. Bank charges of $1. 03 0 f o r insu f fi c i e nt f unds should 
be excluded from test year expenses. 

QUALITY OF SERVICE 

In evaluati ng the quality of service provided by SGI. we 
have considered the actual quality of the wate r prov i ded, the 
general condition and operation of the plant a nd faci l ities and I 
customer re lations. At the hearing, SGI's customers were given 
two o pportunities to present testimony regarding quality of 
service and other matters . In all, twenty- three custom~-s 
provided testimony . Their concerns are discussed under the 
appropriate sub-categories below. 

Water Quality: A number of customers expressed concerns 
about the quality of water produced by SGI. Most of these 
concerns related to the taste, hardness and general aesthetic 
qualities o f the water. In addition to customer testimony, 
Staff witness McKeown, of the Department of Environmental 
Regulation (DER), testified regarding the utility's compliance 
with DER water quality standards. Our review o f the relevant 
testimo ny and exhibits indicates that SGI i s in genera l 
compliance with DER·s minimum water qua l ity s t anda rds , with the 
exception of ma intaining t he minimum s ystem-wide chlorine 
residual level requ ired under Rule l7-550.5l0(6)(d). Florida 
Administrative Code. 

Operating Conditions : At the hearing, witness McKeown 
testified that SGI lacks sufficient storage c apacity to serve 
the existing customers or to provide the mi ni mum adequate 
pressure . As discussed below, one of the main customer 
complaints regarded water pressure and frequ e nt water outages . 
In addition, Mr. McKeown testified that the utility lacks an I 
adequate auxiliary power source, a cross-connection control 
program, does not maintain adequate security and safety 
precautions and that the overal l maintance a nd cleanliness of 
the plant and equipment does not conform to the requirements of 
Rule 17-555.350, Florida Administrative Code. Mr. McKeown also 
described past and present attempts to bring SGI i nto 
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c omp liance with DER requirements. According to Mr. McK·P.Own, 
although DER has suggested improvements s ince the early 1980s, 
SGI has yet to even apply for a permit t o impler~ent any of 
these improvements. Finally, Mr. McKeown noted t hat SGI i s 
currently under DER citation and that DER has begun enforcement 
proceedings against it. 

Customer Re la t ions: As noted above. Lwenty-ttuee 
customers presented testimony regarding q ua 1 i ty of service and 
other matters. There wa s general agreement among these 
customers that the quali ty of service provided by the utility 
is unsatisfactory. The mo st common c us tomer compl aint regarded 
low water pressure and frequent water outages, without 
notification, not o nly o n weekends and ho l idays , but regular 
weekdays as well. Ou r r eview of t he relevant testimony and 
exhibits i nd i c a t es that t he utility docs not publish a 24 -hour 
emergency telephone number, does not maintain a l og o f the date 
and nature of each c omplaint and the correct i ve action taken, 
1f any , a s requHed by Rul e .25-30.130, Florida Administrative 
Code. Further, it does not appear that c us tomers are notified 
o f the utility's deposit and refund po licies. 

Based o n the evidence in the record, it i s apparent that 
the previous manager was un s uccessful in meeting the daily 
management requirements of the uti 1 i Ly system. Based upon t he 
foregoing discussion, we find that the quality of service 
pro vided by SGI is no t satisfactory. 

Unaccounted for Water 

Unaccounted for wate r is that water which, after treatment 
by the utility, is placed i n the distribution s ystem for use bv 
customers but for var i o us reaso ns d oes not show up as a produL ~ 
sold or used for some other valid. docum~nted purpose. SG I 
claims unaccounted for wa ter o f 35 percent during the test 
year. The ut i lity has offered a number of reaso' IS ' for this 
excessive amount: theft of wate r ; use by fire department; 
customers flushing their own lines ; and leaks in lines. 
However, none of these r easons can complete ly j usti fy the 
utility's failure to pro pe r ly account f o r water it 
distributed . The utility has agreed that hencefo rth, as 
cor rect ive measures, it will keep better r eco rds , ·Hill time 
water used at flush stands and fire hydrants. and 'Hil l try to 
prevent theft o f water by c o ntractors. 

OPC argues that it is Commission policy t o allo\~ 10 
percent unaccounted for water . However, our past decision s i n 
previous cases indicate that a fair average for unaccounted for 
water might range fro m 10-20 percent. We agree that 35 percent 
unaccounted for water is e xcessive. On t he o ther hand , we also 
bel i eve that numerous losses of water were beyo nd the control 
of. and not the fault of , the utility. SGT may have failed to 
properly account f o r water us ed Co r flushing lines , o r by t ho 
fire department, but these are legi timate uses and the util ity 
ha s agreed to strengthen its accountability procedures. Under 
t hese circumstances we find it appropriate to allow 15 percent 
unaccounted f or water. Chemical and electric expenses s ho uld 
l i kewise be reduced to reflect the level of 15 percent 
unaccounted for water. 
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PRESERVATON OF RECORDS REQUIREMENTS 

Rules 25-30.110 and 25-30. 115 , Flo rida Administrative Cod e 
sets fort h this Corruni ss i on's r e qui r ements for p' eservation of 
records. These pro vi s i o ns require that t ne uti lity mai n tain I 
its accounts and reco rds in conformity ~ ith NARUC Uniform 
Sy stem of Acco unts . SGI does not have the rec o rds required by this rule. 

The utility has o ffered a number of explanations as to why 
the records are missing . Vario us SGI representatives have 
stat ed that the records had been lost, th r o·.-.rn awa y or had just 
di s appea r ed due to severa l moves and chang i ng acco untants o r 
managers. Commissi o n aud i t o rs were told t ha t t he general 
ledger a nd contr i bu tio n-in-aid-o f-co nstruction reco rds were not 
maintained and that they did no t e x ist . t•1r. Gene Brown, SGI' s 
owner. testified that the utili t y' s reco rd s were no t absent, 
j u st lacking c omplete de t ai l s . He fur t he r testified t hat, ov~r 
the years the reco rds have been lost o r mi s pl aced. d ue to use 
by a variety of dif fe rent attorneys and c ompa ny pe rso nnel . SG I 
sugge sted, in its br i ef. that in ·liew of the "bizarre" history 
o f Lei s ure Propert ies , Ltd . and its affiliates , i t is perfectly 
understandable t hat e ve r y check , invoice , t ime-card, etc. for 
the past 12 years is not available. 

SGI asserts that it s ce rti fi ed fi nancial statements and 
federal income tax returns should be considered records within 
the "spirit" of the law. The basis fo r this arg umen t is that 
the detailed records were necessari ly available o r the 
utility' s various CPAs would no t have certified t he capital I 
cost of the sys tem yea r by yea r , t he IRS would have not have 
agreed to the c ost of the s ystem, and SGI 's accountant wo uld 
no t have been able to reco nc ile each tax return with ' .e 
aud i ted financi al statements. Even if the statements and 
returns were c o nsidered accurate t hey d > no t confo r m to the 
requirements of Rule 25- 30.1 10(l )(a), Flo r i da Ad~i~istrative 
Code. Further, we are puz z 1e d as t o how the same ge·neral 
ledgers that were used t o reco nc ile tax returns fo r the years 
1979 t hro ugh 1987 we r e no t avai I able fo r inspection for this 
rate case. 

SGI's reaso ns for " l o s ing " rec o rds do no t excuse the 
utility from comp liance with Commissio n ru les . Based o n the 
evidence presented in the reco rd . we fi nd t hat SG I is in 
vi o latio n of Rules 25- 30.110 a nd 25 - 30 . Ll5, F l or ida 
Administrative Code. Accordingly, we f ind it appropriate t o 
require SGI to c omply ~i th the se rules as here inafter s pecified . 

TEST YEAR 

SGI based its rate appl ica tio n upo n a t hir teen-mont h 
average test year . OPC too k the position t hat . if pro forma 
plant were included in rate base , a yea r-end test year should 
be used . If pro f o r ma plant we re not included, OPC agreed that 
an average test year shou l d be used. 

OPC based i ts position regarding a year end test yea c. in 
pa rt, upo n SGI's inclus ion of pro fo r ma plant, a nd in part, 
because the transmissi o n a nd di st ribution s ystem is 
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"over-bu i lt ," in t hat i t can serve ma ny mo r e customers than a re 
currently served. Thus, with the addition of each new 
customer, t he utility's rate base declin~s. pl ant-in-se rvice 
remains relat ively constant and accumulatco dep r e c iat i o n and 
CIAC continue to grow. 

SGI argues that a year - end tes t year is inappro priate in 
v iew of t he decisions o f the !"lorida Supreme Court 1n The 
Citizens of the State o f Flo rida v. Pau Ia F' . H at.~kins 356 So . 2d 
254 (F'la. 1978) and Ci ty of Miami v. flo r ida Publ i c Service 
Commissio n 208 So. 2d :!58 (F'la. 1968 ) . In the City of Miami 
case, the Court s t ated that " in the absence of the most 
extrao rdinary condi t i o ns o r s ituations, average investmont 
during the test year s ho uld be the method empl oyed by the 
Commissio n i n determining rate base." In Citizens v. Hawki ns, 
the Cour!: further stated t hat the Commission should "predicate 
its decisio n regard i ng the us e of a year -end ra te base solely 
on considerat 1o ns of extrao rdinary growth" . 

We do no t believe SGI is experiencing extraordinary growth 
o r conditions. The me re fac t t hat the utility has lines 
available to serve additio nal customers is not e x traordinary. 
Many ut ilities are in t he same situation , which is why we 
regularly review, as we did in t h is proceeding, the used and 
use ful portio n of plant in serv i ce . If a portion of pl an t i n 
service is held fo r f uture use , then that amount s hould be 
removed fro m rate base. We believe that such a u sed and useful 
adjustment is the appropriate met hod i n a situation such as 
this, where , additional customers can be added wi th little to 
no inc rease in cost to se rve. Accordingly, we find t ha t the 
thirteen-month average period ended December 31, 1987 i s the 
app r opriate test year for this proceedi ng . 

RATE BASE 

Original Cost of Wate r System 

The appropriate method to determi ne the original cos t of a 
system is by analysis of the utility ' s books and records and 
the o riginal s ou rce d oc umentation in support thereof. During 
t he audit of SGI, the staff audito r was informed that the 
orig ina l reco ras had b~en l ost, t hrown awa y or had s i mply 
disappea r ed. Since SGI c o u ld not loca te its books and records 
and s upporti ng document at i o n, it submitted instead an origi nal 
cost study in s uppo rt of its pro posed rate base . 

We have, histo rically, been e x t remely cautious in the 
applicati o n o f a n o rig i nal cost study to determine a utility's 
inves tment i n plan t . The maj o rity of cases in which we have 
allowed an orig inal cost study to be used in lie u o f original 
source documents have been in instances invo lv ing ve r y s mal l 
utilities. A few examples of s uch instances are when very 
small uti li ties have just come under the jurisdictio n o f this 
Commission and the required d ocume ntation wa s not previously 
required, where a small utility was not soph isticated enough t o 
maintain the requ ired boo ks and records o r when an owner/ 
o perator of a very sma 11 system has d ied and the subsequent 
owner could not obtain the reco rds required t o establish rate 
base. 
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Given the size of SGI. the fact that its owner is also a 
developer and that i t has consistently r e mained under the same 
ownership, its fallute to maintain or iginal source 
documentation for review by this Commissio n o r any other 
governmental age ncy is unacceptable. We c a nnot he lp but wo nder I 
ho w the records wer e availab le f o r independent accounting firms 
to perfo r m annua I audits and cons is tent l y issue unq u a 1 if ied 
opinions, when t he same records are una : ailable for this 
proceeding. 

In the absence o f o riginal source document a tion, there 
appear to be two o pti o ns availab l e to determine the original 
cost of SGI's system. The first would be for us t o conclude 
tha t, due to the s uspec t c ircumstances surroundi ng the ab~ence 
of the reco rds, SG! has no t met its burden to pro ve its 
invest~ent. Acco rd ing ly, we could conclude tha t SGI has no 
i nves t~ent in utili t y plant until such time as it provides 
o riginal source documentat i o n. This solution does not, 
however , appear to be fai r and just since the record does 
i ndicate that the utili t y has some leve l of investment in the 
system. 

The second option is for us to accept SGI's o riginal cost 
study, subject to any adjustments that we determine to be 
appropriate. This appear s to be the o nly reaso na ble approach 
under the ci rcumstances. However, although we will use SGI's 
original c os t study, we stress that ou r acti on sho uld not be 
construed to imply that a utility can justify investment 
unsupported by original source documentation with a n original I 
cost study. Further, if a t any time i n the future, evidence is 
produced which reflects that our analysis of SCI's investment 
is incorrect , we may, of c o urse , readdress the issue of SG I' s 
level of investment. 

Original Cost Study: According to SGI ' s origi nal cost 
study, the cu r rent r ep lacement ·;alue of the utility plant is 
$3, 109 ,689 and the o rigina l cost is $2,551.010. The origina l 
c o st was derived by trend i ng the current r ep l acement cost 
estimate, as of June 1. 1988, back to the year of const ruc tion 
f or each c omponent uti 1 iz ing the Handy-Whitman Index of Public 
Utility Constructio n Costs . These costs are shown by NARUC 
acco unt number o n Schedule No. 4, attached to t h is Order. In 
suppo rt o f its o riginal cost study, SGI also produced evidence 
of an o riginal c ost of $2, 657,212, based upo n an audit by an 
independent account ing firm. In additio n, SGI produced 
evidence of an or iginal cost of $2,200,000, based upon a 
settlement of litigati o n wi t h the Internal Revenue Se r vice 
(IRS). In that case, SGI had claimed a c os t of $3,000,000 
•..1hile IRS had app r a i sed its va l ue at $1. 550,000. We beli eve 
that a reasonable appro ximation of the original cost would be a 
value within this range o f est i mates. 

In additi o n to SG I' s o riginal cost study, OPC pe rformed 
its own o riginal cost study. Under its study , OPC a rrived at 
an origina l cost of $2, 296 ,580 . OPC did not di spute any of the 
actual plant items o r t he dates at whi ch SGI assumed various 
items went into the gro und. Rather, the major disagreement 
be t •..1een SG I and OPC was i n t he unit p r ices used for pipe and 
the five -e ighths i nc h wate r meters. According t o OPC, its 
estimates were based, a t least in part, u pon unit prices quoted 
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by construct i o n firms that had actuall y bid o n some of the 
s ubject pro ]ects . A r e view and ana lys is of the reco rd 
indicates that SG I ' s estimated costs for these unit items 
included al l expens es necessary t o comp letely install the pipe, 
i ncluding . but not limi ted to. e ngineeri ng and labor, 
trenching, de-water ing, backf il l i ng, compaction and 
land~caping . It doe s not appear t hat OPC's a na l ysis took any 
of the se considerations into accoun t . 

~oihile there are a wide r ange o f estimated o rigina l cos t 
values in t he record , under cross-examinati o n of SGI 's 
eng 1neering witness, OPC t wo l e tte r s from SGI t o the Departmen t 
of Natural Reso urces detai I ing the costs for the purc hase of 
p ipe . The first letter, dated J a nua ry 15 , 19 79, stated a cost 
of $15,100, c ompared to SGI's ~stimate o f $3 2 ,191. The second 
lette r . dated March 27 , 1979 , stated a cost of $14,750, 
compared to SGI ' s es t imate of $ 31.208 . Since both o f the 
st'.ltements of actual c osts were less t ha n o ne-ha l f of SG! 's 
estimates , OPC suggests that SGl ' s e ntire o riginal cost 
estimate s hould be reduced by approxi mately one-half. Again, 
however, it appears that SGI ' s estimates include installati o n 
costs while the two contracts a r e fo r un it pu rchases only. 

\ole have r eca lculated t he above statements of actual costs 
lo include legitimate costs for e ng ineering, l abo r, equipment, 
valves, fittings a nd o ther mi s ce l l a neous items in add it ion t o 
t he cost of the p ipe itself. Only the cost of the 6- i nc h 
tu r bine w.eters a r e e xcluded s i nce these turbine meters are not 
a part of the installed main. Althoug h the meters were 
included in the two SGI lette rs , they were not included in 
SGI's estimates. In addition, we no te that meters are included 
under a separate account c ode ( No . 334 ) . Ou r results, alo ng 
with OPC's suggested costs and SG I's estimates, are set fort h 
below for comparison. 

Co ntract Ill 

Contract 112 

OPC 

$1 5,100 

$14 . 750 

COMMISSlO.I 

$ 26 . 873 

$ 26 ' 318 

$ 32,191 

$3 1. 208 
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Si nce it appears, from the t wo stateme nts of actual costs, tha t 
SGI's estimates a r e somewhat inflated, we find it reasonab l e to 
conclude t hat SG ! 's rema in ing estimat es, for which it a l so has no 
supporting documentation, are al so somewhat i nflated. I n fact, 
unde r c ross examination by OPC, SGI witness Brown agreed that h is 
engineering consultan t wo uld tend to inflate h is estimates wh ile 
OPC ' s c onsultant would tend to deflate his e stimates. 

Based upon these two st ate me nts of actual cos t, and ou r 
adjustments, it appears that t he actual cost of t he p l a n t i t e ms 
add ressed by those contrilcts was o n l y 84 pe rcent of t he amoun t 
estimated by SGI. In vi ew of SGI' s lack o f d ocumentatio n a nd its 
apparent inflation of costs , we fi nd it appropriate to app l y th i s 
8 4 percen t reductio n facto r to a l l of SG ! ' s estimates . 
Accor ding ly, we have adjusted a l l of SGI ' s o r i g i nal c os t e stimates 
to ref l ect 84 perce nt o f those estimates, as set forth on Schedule 
No . <l-A. 
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Se r vices 

OPC pro posed t hat we adjus t Acco unt No . 333, Services , by 
$ 60,043 to reflect mo re current data. We fi nd no s uppo rt i n 
the record fo r such an ad j ustment a nd have , the refo re , rejected I 
OPC ' s proposed adjus t ment. 

Used a nd Useful Adjustment s 

In order to determine the appropriate rates fo r this 
utility, we must first determi ne its investment in plant 
facilities that are used and useful in pro viding utili t y 
service . Our calculatt o ns o f used a nd useful pl a n t faci liti es 
a r e reflected o n Schedule No . 5 . 

r'larqin reserve: Margin reserve is an adjustme n t to the 
usE>d and useful ca lculati o n that r ecognizes a util ity's 
investment in plan t to s erve near-Lo rrn g r owth. SGI ' s water 
sys tem is no t capable o f providi ng adequate s ervice t o existi ng 
customers. The utility is likewise i ncapable of servi ng 
near - te r m growt h. We, therefo re, do not Cind it a ppropriate to 
allow a margin reserve. 

\-later Treatment Faci 1 i ties: SGI owns and o perates a 
wel l field on the mainland ii'ilda treatmen t plan t a nd storage 
facility o n the is l and . Since Lhe wells, treatmen t plant a nd 
sto r age facility are ins ufficier.t to serve e xisting c ustomer s , 
as discussed above, we fi nd t hat t hese facilities a r e 100 
percent used and useful. 

Water Distributio n System : SGI own s a n eight-inc h mai n I 
wh ich r uns from the mai nl a nd we ll to the trea tment faci lities 
o n the isla nd. SGI also owns tLa nsm i ss i o n a nd distributio n 
mains throughout the i sland . 

SG I' s se rvice area cons i sts o f a ppro x1mately •3.-000 l ots , 
o f :..~hich o nl y 620 are c urre ntly connected. we do not bel i eve 
that t ho se po r tions oC t he transmission and distribution s y stem 
which do no t serve active connections a r e used a nd useful. SGt 
also has a refu nd a ble advance agreement wi t h t he F l o rida 
Department of Natura l Res ou r ces for a n e ight-inch main, which 
runs fro m SGI ' s storage and pu mpi ng facilities to a park owned 
by the state and operated by DNR . S ince a po r tion of t he total 
cost of lines has been funded by an advance, ou r ca l cula tions 
o f the used and useful percentage removed the tota l l ots 
available a nd current lots served that are associated with the 
advance. The total c ost of t he lines wa s al so reduced by the 
advance when the percentage was applied. Schedu l e No . 5 
r e flects ou r calcualtio ns , wh ich result in a n 18 percent u sed 
and useful l eve l fo r the transmi s s ion a nd d i stri bution s ystem. 

Allowance fo r Funds Prudently Invested (AFPI): Alt ho ugh 
we have made major adjustments to used and useful plant, we 
also bel ieve that SG! s hould be a llowe d to recover a fair 
return and e xpens e s o n those po rtions of pl a nt wh i c h were I 
prudently constructed, but which e xceed t he amou n t necessary to 
s erve curren t customers . We, therefo re, find it appropr1ate to 
allow the ca rry ing costs associated with the excess 
t:-ansmission and distributi o n lines to be collected as an AFPI 
charge from future c ustomers at the time of connection . 
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However, the AfPI charge s ho uld not be collected for 
connections to the line that leads to the state park since t his 
c ost has a 1 ready been recovered in the form of a refundable 
advance. 

Our calculat ion o f the appropriate AfPI charge for this 
utility is reflected on Schedule No . 6. Th is charge is based , 
as is the used and useful adjustment, on the number of l ots 
associated with the transmissio n a nd distribution system. It 
is also based on the overall c os t o f capital and is de~ igned to 
allow SG I to recover depreciatt o n expense. There is no income 
tax expense since SGI is a partnership, and there are no 
no n-used and useful property taxes to be removed f r om th~ 
revenue calculation. 

The AfPI charge is designed to accrue fot a five-year 
perio d beginning January. 1988 and endi~g December, 199 2 . 
Absent extraordinary ci rcumsta nces, we believe that excess 
capacity to serve growth beyo nd (ive years ts imprudent. Since 
SGI has demo nstrated no extraord inary or unusual circumstances, 
we find that five years is a reasonable period for the AfP I 
charge to accrue . The AfPI charges will be effective for 
connections made o n o r after the stamped app r ova 1 date o n the 
rev i s e d ta r iff sheets. These c harges will apply un ti l the 
utility connects the remaining lots whi ch are not associated 
with t he advance for c o nstructi o n from DNR. Af ter December, 
1992, the c harge will remain fixed to reflect that the utility 
should bear the costs of carrying the excess plant after the 
five year period. 

The approved AFP I c harge does not app l y to custome r s that 
c o nnected to the SGI system between January 1986 a n d t he tariff 
approval date. These connections are, however, included in our 
calculations of the t o tal number of lots subject to the AFPI 
charge. 

Pro -forma plant additio ns 

SGI has requested inclusion o f pro forma land and p l ant 
additions in its rate base and assoc iated debt a nd depreciation 
expense in its capital structure. We find that the cost o f the 
pro forma land and plant additio ns cannot be determined at t h is 
time and should n:>t be considered for rate setting purposes in 
this docket. The associated pro forma debt and depreciation 
expense should also not be considered. 

SGI requested recovery of $403,500 of pro forma plant and 
$16.000 of land to be included in the test year rate base. The 
plant costs were based o n utility witness Coloney's estimate of 
the cost of capital improvements he considered necessary to 
comply with DER requested system improvements. The 
improvements he recorrunended , consisting of a n additional we l l 
and support equi pment and an additional storage tank, were to 
remedy the water sys tem ' s inadequate source of supply and 
storage facilities. 

The utility contended that t he initia l improvements would 
be completed by June, 1969. This was based on the ass umption 
that funds would be available by the end of January and that 
plans could be prepared, bids received and construction 
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initiated in short order. However, as of the hearing date, no 
authori zation had been given for t he initiation of the 
c onstruction plans, nor had prelimin~ry plans been completed. 
Further, Mr. Co1oney stated that s1nce no plans had been 
completed, it would ha ve been impossible to receive any bids on I 
the improvements . In addition, the utili t y had not even 
purchased the land on which the pro forma plant wou l d be placed. 

Upon cross-examination, Mr. Coloney t e stified that h\s 
o riginal estimate of plant improvements was now totally 
inappropriate. This was based on a DER consent order which was 
delivered to the utili t y on December 29 , 1988. The consent 
order called for improvements to t he system which wo uLd require 
an expenditu re of possibly $<1. 5 million. I f DER does not 
receive a satisfactory respo nse to the consent order, it may 
impose a moratorium proh ibi t ing a ny addit i ona l connectio ns to 
the system. 

Mr. Coloney stated that with the OER consent order, the 
time to construct the impro vements, including the cost of the 
well, could take in excess of a year to complete . Mr. Colo ney 
a l so agreed that there is quite a difference between the 
utility's estimate and OER ' s requirements and the chance of OER 
coming down to the utility's estimate is very slim . When asked 
how this Commission could ma ke any sound judgement about the 
pro forma plant, its cost, the time to completion, or a nything 
else, under the changed circums tances, Mr . Co loney suggested 
that the Commission consider a late-filed exhibit of the 
consent o rder, along with an analysis, together wi t h a joint 

1 meeting with DER to move toward a resolution of the consent 
order. 

We agree that improvements are essential if the utility is 
to provide a satisfactory level of quality of service and al ~ 
be in compliance with DER's requirements. However, based on 
the uncertainty of the issues surrounding the leve l of 
improvements, the Commission cannot make a sound decision on 
those items in thi~ docket. Mr. Coloney's suggestion to 
consider the proposed consent order or attend post-hearing 
meetings between OER and SGI is i nappropriate . Such 
post-hearing evaluation of an on-going enforcemen t case would 
foreclose examinatio n and c ross-examinati o n of the evidence . 

Based on the above, we find that this rate case is not the 
proper avenue to allow recovery o f the pro forma plant costs. 
Therefore, we find it appropriate to remove those costs from 
rate base, along with the associated cost of capita l and net 
operati ng income costs. 

We further find that the utility should e xpedite its 
negotiations with OER to determine what improvements will be 
required . Based on those agreements or orders, the utility 
should prepare plans and solicit bids for construction . Upon 
the determination of the final costs required at the completion 
of this process, the SGI could t hen request expedited 
adjustment of these rates in a subsequent proceeding. 

Undocumented plant 

This issue arose because of the differences in the amounts 
by account between the original cost study and the MFRs. The 
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record addresses facts s urro unding the differences in t he 
ociginal cost of land o n whi c h the current source of s upply is 
located , and the cost o ( trans portation equi pment. 

As admitted by SG I witness 11ea rs, the approp riate cost of 
land should be $ 20,45 "> . This r ~su l ts in a decrease of $ 19,429 
to the amount of land r ef lected i n the MRFs . The Commissi o n 
staff auditor ..-as able to trace transpo r tat :on equipment costs 
to an invoice, thus p r o viding or iginal source doct:ment ation. 
We, therefore , find it app r opdate t o include $10,717 in plant 
i n service fo r t r a n spo r tation equipment . 

OPC c o n tends , in its be 1ef , that t hese i terns we re not 
included i n the uttlity · s filing and therefore not e xp Lored 
c uring discovery nor add ressed in the testi mony. It continues 
that t hi s issue was raised s ubsequent to OPC 's testimony, 
leavi:lg nn opportunity to advocate o n beha l f of the Citizens 
a nd should not now be <ldded to t he utility' s requested r ate 
i ncrease. However, Lhcsc items were clea rly inc luded in the 
~1fRs and the o riginal cost study . OPC , therefore , h ad adequate 
opportunity t o pur sue this matter t hro ugh test i mon y or 
cross-exam ination. 

Other tha n the ad justment to the cost o C l and and 
t ~ansportation equ ipment , as discussed above , the re is no 
support in the record t o reco ncile other differences. Since 
there is no reco rd s upport fo r the remaining amounts, we find 
thaL the o nly appro priate amot~ nt s to be included i n rate base 
are the cost o f land a nd t ra nsportation. Therefore , $ 52 ,1 90 
sho uld be removed from ra te base as unsupported plan t . 

Pla nt -i n-service 

Our calculatio:1s of plant-in-service arc detailed , 
Schedule No . 4, by primary acco unt number , Cor t hirteen- month 
average and yea r end bases . Ba sed upon ;GI · s ~pp~i..;ation and 
the calcu lations , a d justments and stipulatio ns li s ted in this 
Order , we find the appropriate t hir teen-month average balance 
of plant-in-servicP. to be $ 2 ,14 6 , 687 . 

Caoitalization of Labor Costs 

This issue ~as init ! ated by OPC based o n ~ he understa nding 
that none o f the labor had been ca pitalized related to rneter 
and line installati o ns . In subsequen t di sc::>very , it was 
determined t ha t there was a capit~lizati on factor and no 
part ies have disputed its exi s tence o r reaso nableness . Utility 
witness Nears testified that $ 5 , 989 o f test yea r sa Ia cies had 
been pro perly capitali£cd . Therefo re, we find the l abor costs 
have been properl y accounted Cor and no adjustrnen~ is necessary . 

o-lo rking Capital 

Customer depos its : SG I, in i t application, i nc luded 
customer deposits as a curren t li a b i l ity in ca l c ulat ing the 
wo rking capital allowa nce. OPC initally arg ued that rate bas e 
should be decreased by custome r deposits s ince the utility has 
not been paying interest o n t hese deposits. In its bri ei , 
however, OPC agreed t hat customer deposits s hould be included 
in the capital structu r e , but that a n i n terest Late sho uld be 
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allowed o nly if the accrued interest for the test yea r is 
recorded o n the utility's boo ks. We do no t find any support 
for OPC s positio n in the record . OPC witness Dittmer only 
testified t hat customer deposits should be r emoved from r ate 
base but because o f the relatively small negat ive working I 
capital and the complexities of determining which current 
assets and liabilit1es are used and us eful, he would not 
pro pose a negative wo rking capital a ll owa nc e. 

Rule 25-30.11{4), Flo rida Administra ti ve Code, states that 
each utility that requires deposits shall pay a minimum 
interes t of 8 percent per ye ar . SGI acknowledges t hat it has 
not paid interest and states that it will pay interest in the 
futu re. 

Commissi o n policy has been to include customer deposits in 
the utility's capital st ructure. We are no t persuaded to alter 
this policy. Therefo r e , indepe ndent of t he c ost established 
f o r customer deposits, we do not f ind it appro priate to reduce 
rate base for customer deposits o r accrued interest. 

Cont ribut ions-in-aid-of - Const ruction (CI AC) 

OPC contends that there are two major portions of CIAC 
that the utility has co llec:ed, yet failed to recognize in its 
fili ng. I ts fir s t argument is t ha t the State of Florida 
provided the uti lity's parent. Leisure Properties, Ltd., 
("Leisu re·"), with CIAC to c ove r the entire investment in the 
fresh water supply from the mainland . OPC ' s second argument is I 
that Leisure collected CIAC to cove r at least that portion of 
the plant necessary to serve the Plantation. 

In 1973, Leisure so ld the Sta te of Florida a parcel o f 
land for $6.5 mi 11 i on which t he state intended to use fo r 
park. Th.e sales agreement obligated Leisure to provide a fresh 
water supply to the island on o r before June 25', ' 1975 . It 
further stated t hat the water s upply would c ost Leisure 
approximately $1 milli on, plus additiona l sums for distribution 
o n the i sland. 

OPC argues that the Sta te believed that Leisure would bear 
the cost of the system. The minutes o f the May 1, 1973 meeting 
of the Governo r and Cabinet show the Attorne y Genera 1 Shevin 
saying: 

Governo r, I'd like to, first of all, publicly 
commend you and your staff for hav ing exacted 
these various c o nditions, I think that 
they've made this an extremely attractive 
pro position. The water, t he sewage t rea tment 
facilities, the agreement no t to se ll a plat 
f o r a period o f time ... 

OPC argued that if the citizens, rather than Lei s ure are 
going to bear the expense o f t he water s upply system, then the I 
Governor's staff has "exacted" no thing from Leisure 
Properties. Also, as par t of its argument that t he State has 
paid for the system in the purchase pr i ce, OPC quotes the 
Governo r from the same cabinet meeting which made it abunda ntly 
clear who would bear the e xpense of the s ystem: 
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And as I said ini tially, o ne of the first 
things I heard wa s that the next t hing the 
state wo uld be as ked to do wou ld be to spend 
a million d o llars bringing wate r o ver there 
to its park that it wa s develo ped. \~e ll. 
they've now ag r eed tha t they will be ar that 
expense. Obvi o u s ly, Lt ' s c o ntinge nt upo n 
them having them s omewhere t o draw · t from, 
and so they're l ooking to . ho pefully to East 
Point for the supply o f i t . But the expense 
of bringing the water o ver , they will bea r 
that. And I t h i nk t he y s ho uld bear t h a t. 

We believe that the quot a t io ns o ffered by OPC support a 
conclusion that SGI, not the s tate , bore t he c ost of supp lying 
the water system t o the is l a nd. A requirement tha t the utility 
provide the water s ystem d oe s no t mandate a conclus i o n that the 
c o st of that system wa s included in the sales price of the 
land. It is l ikely that t he s t a te wou ld have specifi~d tha t a 
porti o n of the sa l e s pri c e wa s t o be ear- ma rked f o r t he water 
system if that wa s i ts inten t . As implied by the Gover r\or in 
the fo r egoi ng quotati o n, he did not wan t the State to hlVe t o 
s pend a million dollars t o instal l a water s y s tem for the park. 

OPC fu r the r argues that if Leisure h ad fai l e d to put i n the 
wa ter suppl y system, the purch 1se price wo uld be reduced by the 
cost o f such a system. This is based o n the agreement with t he 
DNR regardi ng the terms of payment f o r t he sa l e. If t he 
utility fa i led to provide the wate r supply within the time 
schedule set forth. the State could deduct from the next a nnual 
payment the cost o f i nstal ling s u c h a s ys tem, and would 
withhold these funds wi thout interest unt il such t ime as the 
water supply is pro vided; notwithstanding such withholding f 
partial payment, the State wo u ld have ~he right to acquire 
ti tle to the park. OPC a r gues that this agreement means that 
if Leisure failed to instal l t he wa te r system, the purchase 
price wo u ld be redu c ed by the cos t of such a s y s tem . 

We i n te rpret this claus e t o mean t ha t the utili t y shou ld 
incur the cost of ins talling t he wate r s yste m and pro vide the 
service within a time c e rt a in. ! !' t he u t ili t y d iu not c o mply , 
then the sta te would withho ld payments u ntil ~he s y s tem was 
provided. This claus e did not r e duce t he ult i n a te purchase 
price . Based o n this wo rding in Lhe agre e rr.ent, •;~e believe it 
i s i nappropria te to assume t hat the purchase pric e c overed the 
cost of the water s ystem. 

In furt her suppo r t o f i ts inves t ment in t he o riginal cost, 
SGI presented evidence o f a s ettlement entered into with the 
I RS. In 1979, Leisure s o ld the utility assets to a new 
partnership n amed St. George Isl a nd Utility Company, Ltd . for 
$3 million . The IRS disputed tha t thi s amount was the real 
cost of the s ystem a nd ca l eu lated an or ig ina 1 cost of $1 . 5 
mi l lion. On the day befo re the dispute wa s to heard in cou rt , 
the IRS and the u tility settled o n a n o riginal cost o f $2. 2 
million. We are persuaded by the utility ' s arg ument, that if 
the whole system had been written o f f. then the IRS would not 
have stipulated to an o rig i nal cost of $2. 2 million as of 
1979. SGI presented evidence to s how t hat SGI's tax returns 
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were adjusted to reflect t he cost basis establi s hed in the 
st1pula t ion . 

For the above reaso ns, we find that th~ agreement sta ted 
that the system wo uld be supplied at t he ut i l ity' s cos t. no t I 
the State's. Therefo re, except f o r t he connectio n c harges paid 
fo r by the customers, the o riginal c ost o f t he s y stem is an 
investment of t he u t i 1 i t y · s a nd no C IAC s hou l d be i mputed with 
respect to the sale of land t o the state fo r t he pa r k. 

OPC's seco nd argument is that Lei s ure co l lec ted CIAC to 
cover at least that por tio n o f the pl a n t necessa ry to serve the 
Pl a ntatio n. This is based o n the testimony of Hr. Stocks, a 
former general partne r in Le i sure Pro perties . Mr. Stocks 
stated that the cost o f the water fa c i 1 it ies , a l o ng with the 
cost o f the r oads and electric lines , were inc l uded in t he cost 
o f the lots sold in the develo pment. Addi t i ona lly. he stated 
that Leisure s ubsequent ly turned the utility s ystem over to the 
utility at no cos t . 

This testimony is disputed by Mr. Bro wn , SGI ' s owner, who 
testi fed that the r oads and e l ectric lines were e xpe nsed by 
Leisure, but not t he wate r lines. He continued that thev had 
made a conscious decision that t he ut ility had to s tand o n its 
own , and t herefore, the water lines we r e not wr itten off. Ms. 
Withers, SGI' s comptro ller from 1976 to 1986, testified t hat 
s he was famili ar wi th the tax returns, and also con firmed that 
t h.e water lines were not c ha r ged o ff to the cost of t he l o ts 
sold. Mr. Brown furthe r testified that whether the water lines 
had been written of was t he primary issue sur r o undi ng t he IRS 
audit and subsequent s t ipulation . Mr. Stocks, as stated by Mr . 
Brown, was a party to the tax stipulation and t oo k the position 
at that time that the utility ' s investment was $3 mi ll ion. If 
the lines had been e xpensed, t hen all of the pa r t ne r . 
including Mr. Stocks , would have had sericus problems wi t h the 
IRS . 

We f ind the utility's evidence and argume nts persuasive a nd 
conclude that the wa ter l ines were no t wri tten off a s a cos t of 
l o t s sold . Therefore no CIAC should be imputed . 

Customer Advances 

The ut ility's application includes $91,430 in c ustomer 
advances. OPC d i d not state a pos 1t1o n on this issue in t he 
Prehearing Orde r . There also was no testimony in the record 
which disputed the level of custome r advances for constru ction 
as reflected in the utility's app l ication. The level included 
in the MFRs appears reasonable, t he refo r e , we fi nd that the 
appropriate level of customer adva nces is $ 9 1,430. 

Rate Base 

I 

Based upon the calcu lations a nd adjustments set forth i n I 
this Order, we fi nd that the appropriate rate base, fo r the 
purpose of t his proceed i ng , is $525, 635 . Our calculatio n of 
ra te base is reflected on Schedule No . 1-A, with ou r 
adj ustments detailed on Sche d u l e No. 1-B. 
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COST Of CAPITAL 

Capi t al Structure a nd Costs 

Based upon SGl's large 
t ha t i ts capital structure 
stated previously , we have 
appropriate cost o f debt, 
percent. 

neqative balance of equ ity, we find 
cons ists o f 100 percent debt. As 
accepted the s t ipu l ation t hat the 

excluding pro fvrma debt, is 6 . 97 

Since we ha ve not allowed any pro f o rma plant, if we 
included any components f or such plan t i n the capital 
structure, an imbalance would result. We, t he refore , find t hat 
no pro forma capital components are appropriate . 

We are not establishing a retu rn on equity for SGl si nce 
its capita l structure consists of 100 percent debt. 

Accordingly, we find that SGI should be allowed the 
opportun ity to earn a 6.97 percent rate of return. Our 
calcu l ations of SGI's cost of capita l are re f l ected on Schedule 
No . 2-A, with our adjustments itemized o n Schedule No. 2-B. 

Customer Deposits 

As discussed above, based upon SG I' s fail ure to pay 
interest on customer deposits , OPC urges that we treat customer 
deposits as zero- cost capilal o r reduce r ate base by the 
accrued interest fo r the test year. Howe ve r, as noted , OPC 
failed to justify a departu re from th i s Commission ' s prac t ice 
of i ncluding s uch deposi ts in t he c ap ital structu re . We, 
therefore, f ind that t hese customer depos i ts s hou l d be included 
in the capita l structure. 

Subsequen t provis i ons o f t his Order require SG I t o comply 
with Rule 25-30.3ll( •l), f lorida Admi ni s trative Codt: , ' rega rding 
customer deposits, o n a p rospective basis. At a min imum, that 
r ule requires any utilities col lect i ng customer de posits to pay 
at least 8 percent interest o n t hese deposits per year. we. 
therefore , find it a ppropr i ate to assign an 8 percent cost rate 
to customer deposits included in the capital structure, in 
o rder to reflect costs on a goi ng-forwa rd bas i s . 

NET OPERATING INCOME (NOI) 

Our ca l culations of NOI a re attached as Schedule No. 3-A, 
with our adjustments de t ai l e d on Schedule No . 3-B. Those 
adjus t ments which are self-explanato ry o r essentia lly 
mecha nical in nature a re presented o n Schedu le No . 3-B witho ut 
furt her discussion in the body of this Order . The ma jo r 
adjus tments are discussed be l ow. 

Tes t Year Sal aries 

During the t est year, SGI employed a manage r whose salary 
and benefits package consisted o f the following: 

Sa la ry 
Hous ing Allowance 
Au to Al lowance 
Ut ilities 
Total 

12 ,000 
2,100 

$25 , 750 

1. 615 
$41.7 65 
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Subsequent to the test year, SGI hi red a new manager whose 
responsibi 1 i ties are essential ly t he s ame as Ms. Hicks •, with 
the e xcept ion of billing and accounting. The record r"!flects 
that the new manager's salary and benefi ts package is 
approximately equal to that which t he prev1o us manage r received I 
du ring the test yea r. 

Irrespective of the components of the previous ma nager ' s 
sala r y dur : ng the t est yea r, i t is necessa ry t o evaluate the 
reasonableness o f the total salaries expense on a goi ng-fo tward 
basis. Acco rding to SGI, the previous manag e r currently 
receives $12, 000 a year for her duties as a billing a nd 
accountin.g cle r k . The difference between the tes t year total 
of $ 41,765 and the $1 2 , 000 currently paid is $29 ,765. We find 
this to be a reaso nab l e sala ry f o r a manager of a utility of 
this size. Therefore , we find tha t no ad j ustment is necessary 
to tes t year salary e xpense . 

Based upon the evidence ? f record, it is appa rent that 
managemen t has not been successful in meeting t he daily 
ma nagemen t requirements o f the utility system. Subsequent 
prov1s1o n s of this Order require SGI to maintai n or acquire the 
services of a manager that has experience in water or sewer 
operations, or is o therwise s k illed in ma nagement. If the 
utility does not comp ly with t h is requirement with i n a 60-day 
period, we intend to initiate an investigation to remove the 
c o sts o f the manager' s s alary from rates . 

Par t-time Labor Costs 

During the test year, SGI h ired part - time help to assist 
it with billing during a c omputer malfunction. OPC contends 
that the amount of labor associated with this part - time help 
totalled $2,069 . OPC too k the to tal amo unt fo r test vear 
casua 1 labo r o f $2,384 and removed an amount for miscellatu~ous 
recu rri ng labo r o f $ 315 . SGI contends that OPC ovt: rstated the 
amount of this no n-recurring part-time labor. SG! i dentified 
the persons who performed the labo r in question and stated t hat 
the actual amount of l abo r c osts associated with the computer 
malfunc t i o n was only $1,077 . 

Since SGI has provided the actual amounts in the rec o rd 
and OPC merely -backed into " the amou nt that it has a r gued, we 
find that the amou nt urged by SGI should be used . We have, 
therefore, reduced test year expenses by $1,077 . 

Rate Case Expense 

I 

In its MfRs, SG I estimated r ate case e xpe nse to be 
$30 ,4 00 , based upon its belief t hat this case would be 
processed as a pro posed agency acti o n . Since the case 
proceeded i nstead t o a formal heari ng, SGI argues that its 
original estimate s hould be increased by $20,000 for legal 
expenses, $ 20,000 f o r accounti ng expenses and $22, 000 for I 
eng i neering expenses , fo r a tot al of $ 92 ,400. Exh ibit 15 
conta ins a breakdown of actual r ate case expense through 
December, 1988 and est i mated expenses through the r e mainder of 
the case . This exhi bit indicates a total rate case e x pense of 
$ 77, 165. We find that the estimate of $92 ,400 should a t l east 
be reduced t o $77,165, si nce there i s no record support for a 
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higher amount. We have also reviewed t he suppo rti ng 
and evidence f o r the amount reflected in Exhi bit 15. 
that further adjustments are appropriate. 

inVOICeS 
and fi nd 

Engineering Fees: SGI requested that it be allowed to 
reco ver $2 5.314 in enginee ring fees from the Co ' oney Company. 
This included the c o st o f prepa ring and defending t he o riginal 
cost study as well as t he c o sts Co t prepa r ing f u r all of the 
o ther engineering issues for the case . OPC recommendeds that 
we remove Mr. Coloney' s fees from ra t e case e xpense since the 
need for Mr. Coloney aro se o nly because SGI had not properly 
preser~ed its records. SGI agreed t hat t he origina l cost study 
was needed because there was insufficient d ocumentation to 
establ i sh SGI ' s o riginal investment and admitted t hat i t might 
be inapp r opriate for its customers to have to pay for its lack 
of reco rd-kee~ ing throug h the years. We ag r ee and have, 
therefo re, removed the cost associated with the origi nal cost 
study. 

Under cross examination, Mr. Co l o ney stated t hat the time 
dev o ted t o actual preparation o f the study, as opposed to other 
activities, was approx imately 80 percent of his total hours. 
Therefo re. we find it appropriate to remove 80 percent of the 
$2 5,314, the amount o f rate case e xpense associa ted w.th 
engineering fees . Acco rding l y, we have reduced this amount by 
$2 0,253 , fo r a t o tal r ate case expense allowance, for 
engineering fees. of $ 5,063 . 

Management Salaries : Also inc luded i n Exhibi t 15 are 
$2,005 i n cos ts incur red f o r utility man agement expenses. 
According to our revi e1~ of the record, salaries for utility 
management are already included in test year expenses. Since 
SGI has offered no expl anati o n wh ich reflects how these costs 
have not already been rec overed th r ough test year expenses , we 
find it appropriate to remove t he t o tal amount of $2,005 from 
rate case expense. 

Office Expenses : SGI al so included $2,036 for office 
expenses in Exhibit 15, but gave no explanation of what these 
costs represented or why it sho uld recover these costs as rate 
case expense. The mere listing o f these costs does not satisfy 
SGI • s bu rden of assuring this Comm ission t hat these costs were 
prudently incurred in suppo rt o f SGI ' s rate application. We 
have, therefore, removed t he total amount of $2,036 from rate 
case expense . 

Accounting and Legal Fees: Also included under Exhibit 15 
were $7,075 i n accounting and $7,500 in legal fees, estimated 
to be incurred through the c omplet i on o f tni s case. SGI did 
not provide any breakdown of these costs to show the estimated 
work or the associated time , o r any breakdown of other 
estimated costs. Wh ile SGI failed to justify these 
expenditures, we believe that a certain amount of such costs 
will. of necessity , be incurred . However, we do not believe 
that $14.575 is a reaso n able estimate of the costs. 
Accordingly, we find it appropr iate to reduce the requested 
amount by $10,000, for a t o tal allowJ nce of $4,575 . 

Based upon the ev i dence o f reco rd and our adjustments 
above, we find that the appro p r i ate amount of rate case expense 
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to allow in this proceeding is $4 ],870. 

Amortization of Ra te Case Expense 

This Commissi o n's practice has been to allow water and I 
sewer uti 1 i ies to c;mo rt ize rate case e xpense O\'er a four-year 
period, unless spec:fic conditions call for so le departure fr om 
that trea tment. Since this is SGI's first rate case since i ts 
inception, there is no prior rate cas e history which might 
provide a basis for o ur departing from this practice. 

I n its application, SGI used a fou r-year amort i zation 
period. Prio r t o the hearing, SGl's stated pos i tion was. 
however, that. a four-year amort ization period was only 
appropriate if we allowed its proforma plant additions but 
that. if we disallowed the proforma plant, rate c.1se expense 
should be recovered over no more than o ne year. The record , 
however, provides no support f o r t h is latter position. 

In its brief. OPC argues that it would be r easonable for 
us to use an amo rtization peri o d greater than four years. based 
upon the fact that thts wa s t he uttltty's first rate case since 
its inceptio n. Like SGI's o ne-year amortization p:Hiod, 
ho wever, this position is not suppo rted by the record . 
Notwithstanding tts position i n i ts brief. OPC does not o bject 
t o a four - year amortizati o n period . 

Since there was no e v idence is t he reco rd which supports a 
departure from Commissi o n practice, we find that the I 
appropriate amortizat ion period for r ate case expense is four 
years. Based upo n the o tal allowed rate case expense of 
$4 2.870, the annual amortization expense should be $10,718. 
This represents an increase of $3. 118 over the amortiza :: ion 
e x pense of $7, 60 0 reflected in the utility's application . 

Adjust~ents For Unaccounted-fo r Water 

As discussed previousl y, we have a llowed 15 percent 
instead of the 35 percent unaccounted-for water reported by 
SG I. we also found that a conside r able amoun t o f SG I 's 
unaccounted-for water is attributable to lax management 
practices. For this reason , we find i t appropriate to reduce 
chemical and pPrchased power expenses by 20 perce nt to reflect 
unaccounted for wate r of 15 percent. We have, the refo r e , 
reduced chemical expenses b y $4 97 and purchased power e x pense 
by $ 2,920. 

Annualization of Chem i cal and Elec rica! Costs 

This i ssue wa s raised by OPC in o rder to ad j ust e xpe nses 
to a year-end basis to match the year- e nd rate base urged by 
OPC . As previously discussed. we have found it appropriate to 
employ an average test year in this case. Therefore, we find 
that no adjustment s hou ld be made t o a nnuali ze e xpenses. 

Training Costs 

During the test year, SG I' s manager attended training 
seminars in order to enable her to obtain a water plant 
operator's license. The t ota l cost incurred for this training 
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amounted to $ 963 . Prio r to the heari ng , OPC c ontended tha t; 
tho se costs s hould be removed as no n-recur r i ng, si nce the r e was 
a new utility manager whom OPC believed already held an 
o pe ra tor ' s license. At the hearing , OPC learne d that the 
current manager did no t have an operator's l i cense. Therefo re, 
OPC withdrew its objection to retai ning the train1ng costs i n 
test year e xpenses. 

SGI argued t ha t , in today · s rapidly changing env iro nment, 
uti l ity o perations are becoming more c omple x a nd t ha t t raining 
of emp loyees is not only acceptable, but desirable. i n o r de r to 
enable a utility to provide the best possible service to its 
customers. 1</e agree . We find t he l evel of traini ng costs 
reported t o be reasonab l e and also believe t hat e mpl o yee 
training is a pos i tive step which SG I can take to increase its 
quality o f s e rvice. There fore , we have allowed t he f ull amount 
of the training costs in test year expenses. 

Insu rance Cos ts 

OPC argues that test year insurance expense should be 
reduced by $9,211 in order to r e f l ect the c urre nt level of 
insurance charges . OPC witness Dittmer testified t hat. when he 
visi ted SGI. it was in the process of obta ining additional 
i nsurance f o r lightning but that no s uch policy was then in 
place. Mr. Dittmer f ur ther testif i ed that , if SGI c ould 
document the actual cost o f such i nsurance befo re the record 
was clo sed in this proceeding . it would be appro priate to 
incorpora t e that c ost in e xpenses . 

In its brief , SGI argued that , as reflected in a nswe r s to 
ce r tain i n terrogatories , it d i d not have adequate insurance 
during the test year because there was no money to pay for it. 
These interrogatories are, however , not included in the 
record. In addition, SGI argued in i ts brief t hat it would 
incur over $9 ,000 mo r e per year to obtain ade quatiO 'insurance. 
These sta tement s are 1 ikewi s e unsuppo rted by e vide nce in the 
record . Si nce this i ssue was presented in Mr. Dittmer's 
prefiled di rect t e s timony, SGI had ample opportunity to provide 
rebuttal testimony and to cross-examine Mr. Dittmer, neither of 
which it did. Based upo n the evidence of reco rd, we fi nd it 
a ppropriate to reduce test year insurance e xpe nses by $9, 2 11. 
Since there is no evidence in t he r eco rd substantiating the 
acquisit i o n cost of lightening insurance , we will not incl ude 
th is item as a n e xpense . 

Homeowners Association Fees 

During the test year , SGI perfo rmed a bit 1 ing se rvice f or 
a homeowners association. The fees it rece1ved for this 
serv i ce were recorded as a contra - e xpense t o sa l aries expense. 
In other words , instead o f recording the cash received as 
revenue to t he util i t y, a n adjustment was made to reduce the 
salaries e xpense. Al t houg h the money r eceived was , in reality, 
revenue , we do not believe t hat this was an unacceptable method 
to accoun t for s uch no n- utillity services . SGI states that 
these c ontra-expenses are non-recurri ng since it wi l l no longer 
provide this service t o the assoc iation . Si nce it i s 
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appropriate to l ook at expenses o n a goi ng-forwa rd basis. we 
will remove t his contra-expense and i ncrease test yea r e xpenses 
by $ 7 ,4 85. 

No n-ut ility Expenses 

At the pre hearing conference, SG I agr•?ed t hat $ 1 ,30 3 i n 
non-utility costs should be r emoved f r om test year e xpenses. 
These costs were for s uch items as maitl service. auton.obi le 
expenses, condominium rent for a utili ty guest a nd club dues. 
Although OPC stipula ted to the removal of $ 310 of these costs, 
which went for club dues , it t ook no positio n o n the remaining 
$993 i n non-utility e xpenses . In its brief. OPC ag rees tha t 
the remai n ing $993 should be removed from test yea r expenses . 
we, therefo re. find it approp riate to r emove the r emai ning $993 
of non-ut l lity e xpenses. 

Tes t Year 0 & M Expenses 

Based upon SGI's appl ication and the adjustments discussed 
herein. we fi nd that the a ppro priate amount of 0 & r-t expenses 
is $ 125 , 543. 

Test Year Net Operating Loss 

Based upon the utility's application and the adjustments 
and calculations made herein, we fi nd that SGI suffered a test 
year net operating loss of $ 52 , 978. The operating sta tement is 
attached as Schedule No. 3-A, wi t h t he adj ustment s reflected on 
Schedule No. 3-B. 

Reve nue Requirement 

Based upon the adjustments and calculations discu-~ed 
above, we find that SG I' s revenue req·tirement is $ 204 ,823, 
which represents an increase of $91,933 o r 81 . 44 percent . This 
revenue requirement is designed to give the utility the 
opportunity to earn the appro ved ra te of return of 6.97 percent. 

RATES AND RATE STRUCTURE 

Final Rates 

The final rates set fo r t h below a r e designed, to gen.erate 
$204,823 in annual revenues for the wa ter s ystem, representi ng 
an a nnual increase of $ 9 1, 933. The other rates a r e listed for 
c omparative purposes . 

These r a t es wi ll be effective for me ter read i ngs taken o n 

I 

I 

or af te r thirty d ays from the stamped approval d ate o n the 
revised tariff sheets. The revised tariff sheets will be 
approved upo n Conuniss i o n staff ' s verification that they are 
c o·nsiste n t with our decision a nd t ha t the proposed customer I 
no tice is appropriate . 
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WATER RATES 

RESI DENT IAL AND GENERAL SERVICE 

l<\ONTHL'i 

Utility Commission 
Utility Pro posed Approved 
Present Interim Fi nal Final 

Meter Size Ra tes Rates Rates Rates 

5/BM X 3/4M $ 8 . 50 $ 13.63 $ 27.86 $ 13. 24 
1" 21. 7.5 34.08 69.65 33.10 

1 1/2" 42. 50 68. 16 139. 30 66.20 
2" 68 . 00 109.05 222.88 105.92 

Compound 3" 136.00 218.10 417.90 211. 84 
Turbine 3" 231. 70 
Compound 4" 212 . 50 340 . 79 696.50 331. 00 
Turbine 4" 397.20 
Compound 6" 681. so 1,393.00 662.00 
Turbine 6" 827 .50 
Compound a·· 1 ,059.20 
Turbine 8" l, 191.60 
Compound 10" 1.522.60 
Turbine 10'' 1,9 19.80 
Turbine 12M 2,846 . 60 

Gallonage Charge 
(per 1. 000 .90 $ 1. 44 $ 2.98 $ 1. 58 
gallons) 

No refund of i nter im rates is requi red in that the 
revenues gene r ated from interim rates are less than those 
generated for the fi na l ra tes approved here in. 

Service availabi lity c harges 

Unde r the utility' s exist ing service availability policy, 
new cus tomers or developers are required to pay a s ystem 
capacity cha rge of $250 per equivalent residential connection 
(ERC) and a tap and meter installation cha rge o f $250 for a 5/8 
inch x 3/4 i nch meter and the uti 1 i ty · s actua 1 cost for a one 
inch or larger meter. 

SGI has requested an i ncrease in system capacity c harges 
from $2 50 to $1,750 per ERC. SGI ' s requested charge equals $5 
per ga llon of demand. The basis for t his charge is presented 
on Schedule No. 56 in the MFRs . La te f 1 led Exhibit 16 
presented a breakdown of the pro posed c harge Lnto a plant 
capacity charge of $ 1,172.50 and a main ex tension charge of 
$577.50. 

Our ana lysis indicates t ha t the utili t y' s contribution 
leve l is 23.44 percent. Thi s percentage is bel ow the mi n imum 
specified i n Rul e 25-30.580, Florida Admini strat i ve Code. I t 
results from connectio n fees which were inadequate. 

The system capacity c harge proposed by SGI would allow t he 
utility t o recover s ufficie nt contributions f r om future 
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customers, such that the ratio upon completion of proposed 
improvements would be in accordance with Rule 25-30.580, 
Florida Administrative Code. The util ity's calculations 
included pro f orma plant o f $421,500 for in·:es tment in s t orage, I 
source, pumping, and land associated wi th the prospective 
upgrade of the wate r plant. They also adjuste d distribution 
plant d ownward to the capacity of the t r eatme:tt system. Using 
these assumptions, 4 50 future ERCs would provide the 
contributio ns for the system assumed to serve 1200 ERC with the 
proposed impro vements . 

Upon considerat i o n, we f ind SG I' s general approach to 
calculating system capacity charges acceptable. However , we 
cannot a u thorize the pro posed charges unconditionally for the 
followi ng reasons. Both monthly rates a nd service availability 
charges are based o n the utility's r ate base. In this case, 
the water plant, even with pro posed pro f o r ma plant additions, 
is at capaci!:y. All existing plant i s included in rate base . 
As a result, collectio n of monthly rates and service 
availability charges would mean t hat the same rate base 
i nvestment is recovered from both present c ustomers and future 
c ustomers. Thus, absent utility investment to increase 
capacity and improve plant performance, increased s~rvice 
availability charges and monthly rates would result in a doub l e 
recovery . SGI would be overcontributed and would earn a return 
o n an investment which was actually made by its customers. 

Therefore. we find it a pprop riate to authorize a $1, 245 
charge for plant capacity a nd a $ 525 charge for main extension, I 
f or a total of $1.770 in service ava il ability charges per ERC. 
Howeve r, the utility shall hold $1.520, the difference between 
the current charge and the c harges approved herein, in an 
escrow account at a corrunercial bank and separately accounted 
fo r o n the books, pending the completion of all steps necessv .f 
fo r the adequate improvement of t he plant and adequate increase 
i n capacity to acco~nodate the pro posed future custome rs. 

The escrow account is s ubjec t to approva l by this 
Corrunission. The utility shall provide a monthly report 
reflecting the monthly col l ections, as well as the aggregate 
balance in the escrow account. When necessary improvements a nd 
capacity increases to accomodate t he proposed future customers 
are in place, and total investment therein i s established, the 
utility is directed to file a separate service availability 
propos a 1. 

Meter I nstallation Fees 

SGI has requested an increase in c ha rges for installation 
o( the 5/8 inch x 3/4 i nch water meter from $250 to $375. The 
c harge proposed by SGI appears excessive and is not supported 
by t he evidence. 

The charges proposed by the uti 1 ity are based o n I 
const ruction cost data that includes engineers ' estimates, 
actual bid prices, etc., for a broad variety of construction 
projects. This data is not clearly applicable here. OPC's 
wi tness testified that t he uti l ity's cost estimates, 
part icular ly for dist r ibution piping, hardware, services and 
mete r s, are overstated. SGI' s cost estimates supports a $350 
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cha r ge for a r esident ial me te r. 
curren t cha r ge o f $ 250 pe r me t e r. 

OPC ' s analys is supports the 

The r efore , we find it appropriate to reta in t he cu r ren t 
charge of $250 pe r meter for the 518 inch x 3/4 i nch meters. 
The utility may provid e justificat i on for the c harge , based 
upon actual auditable c os ts, in a separate fi l ing. Since, as 
previously noted, t he ut i lity may furnis h a service 
ava ilability propos al in the future, mete r c harges may also be 
addressed at that t ime, a l o ng wi t h charges f or backflow 
prevention programs. 

The u t ility's tariff currentl y a uthorizes c o llect i o n of 
actua l costs for installati o n o f meters larger than the 5/8 
inch x 3/4 inch meter. No change t o the cha rges was 
requested. The reco rd ind i c a tes that o rderi ng SGI t o document 
specific costs of larger mete rs is not likely to improve 
productivity or effic i enc y. Therefo re we find it approp ri ate 
to autho rize co n t inued recovery of actual costs for 
ins tallatio n of these mete rs. However, if SGI begins to 
increase the number o f l arger meters , then cons idera tion should 
be given to setting an average rate for meter installation 
costs up t o and including t wo inch meters as is Commission 
practice i n larger ut i lity sys tems with many sizes of meters. 

Escrow Reouirement 

As discussed herein, the utility's quality of service is 
unsati sfacto ry. The fundamental in teg rity o f the s ystem is in 
doubt unless improvements are completed. In o rde r to assure 
that necessary i mpro vements are implemented in a timely 
fashion, we find it appropriate to require SGI to place the 
increased rate s it c o llects i n a c o mmercial escrow account. rn 
t h is fashion, present custome r s wi II ha ve some ass urance th ~ .. 
while their rates are increas ing, their service will also 
improve. This escrow requi ceme n t s ha ll conti nue for 120 days 
and s hall be reassessed in c onsidera t i on of the c omp liance 
requi rements set !o r t h herei nafter. However , i f this escr ow 
requi rement i mpedes SGI ' s ability t o o pera te, funds may be 
released from escrow upo n s u bm i t tal o f appro priate i nvoices a nd 
verificati o n by Commiss i o n s t a ff. 

ADDITIONAL CONNECTIONS 

SG I must provide s afe , c CC i c ion t , and suCCl c ient se rvi ce 
to its certificated territory in accordance with Section 
367.111, florida Statutes . Sectio n 367. 111(2), fl o r ida 
Statutes, requi res SGI t o provide, at a mi n imum, wa ter se rvice 
as prescribed by the flo rida Safe Drinking Water Act a nd the 
florida Air and Wate r Pol lu t i on Contro l Ac t, or implementing 
ru les ado pted by DER. 

The SGI water s ystem is in vio lation of DER rules and has 
been the s ubject o f DER e nforcement proceedings for nine 
yea rs. Service ou tage s and c ustomer comp l aints have occurred 
regularly o ver a number o f years. The DER is presently 
considering prohibitio n of further connections to the SG I water 
system due to the utility ' s conti nue d noncompliance with DER 
regula tions. Addi tio na I c onnections would exacerbate exi sting 

387 



388 

ORDER NO. 21 122 
DOCKET NO. 871177-WU 
PAGE 25 

vi o l a t ion s o f DER ru les set t o pro tec t t he pu b li c h.::a l t h , 
sat c t y , a nd wt:! ltJtc . 

The r eco r d r c(lcc ts that t he u t iliLy ha s not made a g ood 
fa i t h e Cfo r t t o i mp t o ve s ys t em d e ficiencies. Co nnectio ns were 
adde d '..Jh l c h r e su l t ed in t he s ystem d emand exceeding the s ys t em 
capac1ty. Rate rel i ef was no t requested un t i I ye ;trs a f t e r DER 
no tif1ed t he ut i li t y of the need f o r improve mC'nts . The need 
f o r system impro vements could have been reasonably a nticipated 
and provided for so that the dema nd fo r wate r would not excee d 
the system 's capacity. SGI has not installed, constructed, or 
even completed design of necessary impro vements despi te 
r e peated service outages and year s of awareness of t he need to 
construct improvements t o its utility s ystem. 

The utility seeks sufficien t r evenues to finance system 
i mp rovements in the i nstant proceeding. However , improvements 
to the sys tem have not been installed, contracted, or even 
designed. The Commission's responsibility is to fix rates that 
allow the utility the opportunity to e arn a reasonable return 
o n its investment in assets that are used and use f ul in 
providing utility service, pursuant to Sect i o n 367. 081. Florida 
S tatutes. Rates are set to allow a return o n f unds that have 
been invested by the utility, not to finance c o nstruction of 
utility fac i lities. The rates authori zed herein allow the 
utility the opportunity to earn a reasonable return o n its 
investment. The utility's failure to request rate relief 
before t hi s time does not justify rates to finance construction 
of needed improvements . 

For the above reasons, we find it appropria te to order SGI 
to cease further connections to the water system pending 
completion of the compliance r equireme nts specified 
herei nbelow, provided, however, that SGI may connect new 
customers who have obta i ned building permits from Franklin 
County on or before the date of this Ordr-r. Tt .. e · utility's 
completio n of said improvements and the co.1tinuation of this 
pro hibit i o n sha ll be reco ns idered by this Commission after 
ninety days have passed since issuance of this Order. 

COMPLIANCE REQU IREMENTS 

As previously discussed, SGI has a n unsa tisfactory quality 
of serv i ce and excess ive amounts of unaccounted for water. The 
ut il ity is also in violat i on of Commission rules regarding 
preservat ion and maintenance of records and customer deposits. 
Although the utility is alre ady in violation of Commission 
rules, we find it appropriate to allow the utility a cer t ain 
time period in whi c h t o improve its ope rat ions, instead of 
i mposi ng a fine at this time. The fol l owing is a listing of 
the items which will improve the utility's quali t y of service 
and record keeping and will also bring the utili ty into 
compl i ance with Commission rules . If the utili ty does not 
comply with these items, we intend to direc t SGI to show cause 
why it should not be f ined $5 , 000 per day, per infraction. 

Quality o f Service 

1. The utility shall submit firm plans for a new well 
submitted to DER and t his Commission within 90 days of the date 
of this Order. 
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2. The utili t y s hall pl ace a chlo rine bo o s t e r s tation in 
operation within 9 0 days f r om the date of this Orde r. Said 
sta tio n shall provide a dequate chlo rine residuals at the west 
end of the system. 

3. The utility s hal l s ubmit a proposal t o e s tablish and 
implement a workable cross-connection contro l program, in 
accordance with Rule 17- 2 2 .660(2), Flo rida Administrative 
Code. Said proposal s hal l be submitted t o DER a nd this 
Commissio n wi t hin 90 da ys f r o m t he date of th i s Orde r . 

4. The utility shall impro ve security around all wells 
and t r e atment and sto r age f acilities within 30 days from the 
date of t hi s Order. All gates to well fields shall be locke d 
and access to storage and t reatment shall be cont rolled. 

5. The utility shall repair and properly mainta i n the 
back-up generato r system wi t hin 30 days f rom the date of this 
Order so that e mergency power is a u tomatically provided to high 
service pumps. 

6. The utility s hall submit plans for the repair and/or 
rep lacement o f the system ae r ato r within 90 days f r om the date 
of this Order. Said plans shall be submitted t o DER and t his 
Commission. 

7. The utili t y shall submit plans a nd speci f ications for 
a new sto rage f acil ity wi t h a capacity o f a t leas t 5 00,000 
g a l lons wi t hin 90 days from the date of this Orde r. Said plans 
shall be submitted t o DER a nd this Commi s s ion . 

Unacco unted f o r Wat e r 

1. The u t ility shall establ i sh and implement a program to 
continuously measure and rc:c ord a 11 flushing of 1 ines whet he. 
by volunteer fire departm"!nt, utility e n ployees, or other 
entit i es, within 30 days from the d a t e o f t his Order. 

2. The utility s hal l submit a proposal to establish a nd 
implement a workable leak detection and repair program to DER 
and this Commiss i on within 9 0 d ays from the date of this Order. 

3. The utility shall, within 30 days from the date of 
t his Order, publish an emergency phone number where a 
res po ns i ble u t ility e mployee can be contacted at any time of 
day in case o f an emergenc y . This number s ha 11 be posted at 
al l wel l s, a nd trea tment and s t o rage facilities, as well as the 
utility o f fice. Additionally, this number shall be included on 
customer bills. 

Prese rvatio n and Main t enance o f Records 

l. The utility shall ma ke a reasonable effort to gathe r 
all of its boo ks and reco rds , including but not limited to, 
general and subsidi a ry l e dg e rs and genera l and s ubsidiary 
j ou rnals for all years s ince t he inception o f the utility. If 
any of the above cannot be found then the utility s hall , 90 
days aft·er the date of this Order, s ubmit a repo rt of all 
missi ng items and evidence t o e stablis h that a subs tanti al 
s e arch effort was per f o r me d. 
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2. Within a 90 day period after t he date of this Order, 
make a r easonable effort t o gather a ll invo ices a nd contracts 
which relate to the construction of the utili t y s ystem. 

3. From t he date of this Order, maintai n util ity books in I 
substantial compliance wi th t h e Uniform Syste~ of Accounts and 
the Regulations t o Govern the Preservation of Records of 
Electric , Gas and Water Utilities. 

<l. From the date o f this Order, if any party is in need 
of the utility's reco rds, including, but not limited to 
attorneys o r accountants, then t'he utility s hall alwa ys rnake a 
d upl icate c o py either for the party or the uti li t y' s fi le. 

5. From the date of this Order , the utility sha ll 
mai ntain a 11 of its boo ks a nd records at one location so as to 
lessen the likelihood of the misplacement of further records. 

Customer Deposits 

l. The utility shall prepare a n a nalysis of all cus tomer 
deposits which have been collected by t he utili t y si nce 
inception . This analys i s s hal l conform t o Rule 25-30.311(3), 
F . A. C . It s hal l also state whet her t he c ustomers associated 
with each deposit ha ve had a satisfactory payment record with 
c o nt i nuous service for 23 mon ths. This analysis s hal l be 
completed within 60 da ys after the date of this Order , with a 
copy submitted to the Commission for review. 

2. The utility shall ca l culate the amount of inte rest 
compounded since each deposit was received and refund that 
amount t o each affected customer withi n 90 days after the date 
of this Order. 

3. The utility s ha ll, within 90 d 'lys from the date of 
this Order, refund all deposits in comp l. ance with tho refund 
procedu res stated in Rule 25-30.31 1( 5 ) , F l or ida Administrative 
Code . 

Utility Ma na ger 

1. The utility s hall mai ntain or acquire the serv ices of 
a ma nage r that has e xperience in water or sewer operat i o ns , or 
is o therwise skilled in ma nagement. The utility s hall also 
inform the Commi ssion wtthin 30 days if it no l o nger emp loys 
such a manager. 

CONCLUSIONS Of LAW 

1. The Commission has jurisdiction to determine the water 
rates and charges of SGI pursuant to Sections 367.081 and 
367 .101, Florida Statutes. 

I 

2. As the applicant in this case, SGI has the burden of I 
proof that its proposed rates and charges are just ified . 

3 . The rates and charges approved herei n a r e j ust , 
reasonable, compensato ry, not unfairly discriminatory and in 
accordance with the requirements of Section 367 . 081(2), Florida 
Statutes and other governing law. 
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4 . Pursuant to Sectio n 367.0ll , Florida Statutes, SGI 
must pro vide sa fe. efficient. and sufficient service to its 
certificated territory in accordance with Section 367.111 , 
Flo rida Statutes. Section 367.111(2), Florida Stat·utes. 
requires SGI to provide, at a mi ni mum, wa ter service as 
prescribed by the Florida Safe Drinking Wa t er Act and the 
Florida Air and Water Po lluti o n Contro l Ac L. or implementing 
rules adopted by DER. The SGI water syster. i s in violation of 
these requirements. 

5. Rule 25-30.130, Flo rida Admini st rative Code requires 
SGI t o maintai n a log o f the date and nature o f each customer 
complaint a nd any co rrective action . SG I d oes not confo cm to 
this requirement. 

6. Rules 25-30.1 10 and 25-30.115, Florida Administrative 
Code, sets f o rth th is Commissi on's requirements fo r 
preservation of records. SGI does noL c o nform to these 
requirements. 

7. Rul e 25-30.311, Flor ida Admini s trative Code mandates 
customer deposit procedures. SG I does not conform to these 
procedures. 

WHEREFORE, in conside ration of t he foregoi.ng , a nd bei ng 
otherwise fully informed in t he premises , it i s 

ORDERED by the Florida Pub! ic Service Commiss i o n t h a t the 
app lication o f St. Geo rge Island Utility Company, Ltd. , for 
increased water rates for its wetter s ystem in Fra nkl in County , 
Florida, is hereby g ranted to the extent set forth in the body 
o( this Order. It is further 

ORDERED that each stipulation contained i n the body of 
this Order is hereby adopte d and approved in a 11 respects . It 
is further ' ' 

ORDERED that each of the findings herei n are app roved in 
every respect. It i s furthe r 

ORDERED tha t all matters contai ned herein oc attached 
hereto, whether in the form of discourse or schedules, are 
incorporated herein by t hi s reference. It is further 

ORDERED Lha t the rates approved herein sha l l be effective 
for meter r eadings taken o n o r afte r th irty (30) days after the 
stamped approval dat e o n the revised tariff sheets. It is 
further 

ORDERED that the service 
herein shall be effective f o r 
stamped approval date on the 
f u rt her 

a vai l ability charges approved 
connect ion s made on or after 

revised tariff sheets. It is 

ORDERED that the utility s hall fil e a proposed customer 
notice, detailing the increased rates and t he reasons therefor, 
in accordance with Rule 25-22 .0406( 9), Flor ida Admin i strative 
Code. It is fu r ther 
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ORDERED that t he u ti lity shal l file and o b ta in Commission 
approval of its revi s ed tar iff sheets prior to implementing t he 
r a tes and charges a ppro ved he re i n. It is further 

ORDERED that the revised tariff pages s hall 
upo n Staff ' s verification t ha t the y accurately 
Commiss ion· s deci sion and upon its appro va 1 of 
custome r no tice. I t i s furt her 

be approved 
reflec t the 

t he pro posed 

ORDERED that the utility shall. for 120 days after the 
date of this Order, place the rates colle cted in excess of 
origi nal rates in a commerci al escrow account. It i s furthe r 

ORDERED that i f this escrow requirement impedes SGI's 
ability t o o perate, funds may be released from escrow upon 
submittal of appr o priate invo ices and verification by 
Commissi on staff. It i s fur t her 

ORDERED that the utility shall hold $1.520 of the 
authorized serv ice availability charges it co llects in a 
separate commercial escrow account pending completion of 
necessary plant i mprov ements a nd c apaci t y increases to 
accommodate t he proposed fu ture customers . I t is f urther 

ORDERED that the uti~ity s hall s eparate ly account for this 
escrow arrangement on its books. It is further 

I 

ORDERED that each escrow account requ i red by t his Order is 
subj e ct to approval by this Commission and the utility shall I 
pro vide a monthly report ref l ecting t he mo nth l y co llections as 
we 11 as the aggrega t e balance in the escrow account. It is 
fur ther 

ORDERED that the utility shal l file a separate serv; ~ 
availability proposal when necessa ry impr llvements and capacity 
increases are in place and to tal in 1e stmen t ' therein is 
established. It is further 

ORDERED that the utility s hall, prior to implementing 
these rates, notify each customer of the new rates approved 
herein a nd explain the reaso ns therefore. The fo rm of such 
notice and explanation shall be submitted to the Commission for 
its prior approval. It is further 

ORDERED that the utility s hall complete, within the time 
specified, each and e very requirement set forth in the body of 
this Order under the section title d "Compliance Requirements". 
It is further 

ORDERED that, from the date of this Order, the utility 
shall maintain a log of the date and na ture of each customer 
complaint and any corrective action taken in accordance with 
Rule 25-30.130, Florida Administrative Code. The utility shall 
also implement measures to notify customers o f t he utility's 
deposit and refund policies . It is further 

ORDERED that the utility s h a ll expedite 
with DER to determine what imp ro vements wi 11 
expedite preparation o f plans and constructio n. 

its negot iations 
be required and 
It is further 

I 
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ORDERED that SGI shall cease furt her connecti o ns to the 
water system pending completion of water system i mp r o vement s 
specified herein . Provided, however, that SGI may c o nnect new 
customers who have obtained building permits from Franklin 
County o n or before t he date of this Order. It is fur t her 

ORDERED that the utility's comple tion of said i~provements 
and the continuati o n of th i s proh ibition shall be reviewe d by 
this Commission after ninety days h a ve passed since i ssu a nce o f 
this Orde r. It is further 

ORDERED that the requirement that the ut ility place the 
increased revenues into escrow s hall be reassessed by this 
Commission i n cons iderat ion of t he c ompliance requ irements set 
f o rth herein. 

By ORDER of the Florida Public Service Commission, 
this 24 th day of APRIL 1989 

Reporting 

( S E A L ) 

DAS/RJP/sj 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commis s ion is required by 
Section 120.59(4), Florida Statutes, t o notif) parties of any 
administrative hearing or judici a l r e view of Commission orde rs 
that is available under Sectio ns 120.57 o r 120 .68, Florida 
Statutes, as well as the procedures and time limits that 
apply . This notice should not be construed to mean all 
requests for an administ rative hearing o r judicia l review Hi ll 
be granted or result in the relief s ought. 

Any party adversely affected by the Commission ' s final 
action in this matter may r equest: 1) reconsideration of the 
decision by filing a motion for reconsideration with the 
Director, Division of Records and Reporting within fifteen (15) 
days of the issuance of t his order in the form prescribed by 
Rule 25-22 . 060 , Florida Administrative Code; or 2) j udicial 
review by the Florida Supreme Court in the case of an electric , 
gas or telephone utility or the First District Court o f Appeal 
i n the case of a water or sewer utility by filing a no t ice of 
appeal with the Directo r , Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropriate cou rt. Thi s fili ng must be comp l eted within 
thirty (30) days a fter the issuance of thi s o r de r , purs uant to 
Rule 9.110, Florida Rules of Appellate Procedure. The notice 
of appeal must be in the form specified in Rul e 9.900(a ), 
Florida Rules o f Appellate Procedure. 
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ST. C(OIIC( ISLMD UTILITY COIIPMT, LTD. 
SCHEDUlE Of •ATU RUE USE 
TEST YEAA U DEO D£CEIIIEl 31, 1911 

TEST TEAA 
PEA 

COIIPOIIEU umm ........................................... ........................ 
1 UTILITJ PLMT II SUVltE • 2,607,111 I 

2 lAIID 39,114 

3 IOI·US£0 l USEfUl COIIPOIEMrS 

4 C.I.A.C. (361 ,392) 

5 IIOYAACES fOR COISTRUCTIOII (91 ,430) 

6 ACCUIIUUTED OEPRECUTIOI (S04,m) 

1 MOIITTZATIOII Of C.I.U. 46,889 

I •DRlm CAPITAL AllOIIAIICE 0 ..................... 

' am ust 1,130,9921 
............. ·----.... ................ 

UTILITY 
ADJUST~US 
. ............. 

40l,500 I 

18,000 

0 

0 

0 

(12,417) 

0 ............ 
409,083 I .... .............. ............. .... 

\ 
I' 

I 
SCHEDULE NO. 1-A 
OOClET NO. 871177-MU 

ADJUSTED COIIIIISSIOI 
TEST YEAA COftftiSSIOM ADJUSTED 

PER umm ADJUSTIIEUS TEST YEAA .............. . ................. .. ................ 
l,OII,lll S (IU,Ul)(l)l 2,146,687 

S1 ,814 (31 ,429)(2) 2o,m 

(819,SSS)(3) (819,SSS) 

(341 ,392) 0 (367 ,392) 

(91,430) 0 (91,430) 

(511 ,194) 101,11S (4) (410,019) I 46,889 0 46,889 

0 0 .................. .................... .. .............. 
2,1C0,07S • (1 ,614,440) m,m 

::::::::::: ............. ........... . ............. . .......... 
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ST . ;[OR;[ ISLAIIO Ulll IIY COIIPAIIY, llO. 
ADJUSTIIUTS TO Ul£ lASE 
TEST TEAR EMD£0 OECEIIIER 31, 1987 

EXPLAIIATIOII 

( 1) PLAIIT U SERVICE 

A) To rttovt the costs of pro loru plant . 
I) To reaovt to cost of unsupported 

couuniution equipltat. 
C) To reaovt tbt it11s not included in originll 

cost study. 
0) lo adjust the original cost. 

Totti 

(2) LAIIO 

A) To reeovt the costs of pro lorea land. 
I) To reflect tbe original cost of land. 

lotd 

(3) NON·USEO AND USHut. PLAIIT 

To reflect the liOIInt of non·used and useful lines. 

(f) ACCUIIUII.Al£0 OEPRECIUIOII 

A) To r11ove the costs of pro lorea plant. 
!) lo rteovt to cost of unsupported 

cottunication tquip11nt. 
C) lo rtaovt tht ittts not included Ia original 

cost study. 
0) To adjust tht originll cost. 

lotll 

~ 
l' 

,· 

SCHEDULE NO. 1·1 
mE 1 or 1 
DOClH •o. 171171-MU 

MAlER 

(f03,500) 

(2,090) 

(52,190) 
{f06,851) 

(861,631) 
::::::::::: 

(18,000) 
(19,429) 

(37,129) 
::::::::::: 

(819,555) 
::::::: : ::: 

12,U7 

17,180 
76,7U 

107,175 ............ ............ 
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ST. SEGISE ISUIO UTiliiT CfiiUIAIIY, liD. SCI£1MU 10. • ·A 
CAPITAl. STIUCTUR[ DOUU 10. 171111-IIU 

TEST nAI EIOED DEctlll[l Jl, 1987 
COIIIIISSIOI 

ADJUST£0 UTILIIT IIOJUSIIIITS IAI.MC( COMISSIOI 
T£ST TUI II(IQl TED TD UTILITY m II£1QlT£0 

DUCliPTIOI m UTILITY IIUQIT COST COST [XB IIIT COM ISS I 011 IIUQIT COST • COST 
·····-··--·--·--···· ........................... ............................ ··- ········ .................. _ ··-------··· 
I LOIC T£111 OUT 3,561, 906 19.42\ 6.97\ 6.m t OS 3,561,906 99.63\ 6.97\ 6.94\ 

Z PRO fOW OUT m,5oo 10.S8t ll.SOl Lm (421,500) 0.00\ O.OOl 0.00\ 

l CUSTOIII DEPOSITS 0 0.00\ 1.00\ 0.00\ 1l,2U u,m o.m 1.00\ o.on 

4 TOTAl. [QUilT (2,587,119) lA O.OOl 0.00\ 0 (2,517,119) lA 0.00\ u 

5 IIYUTII(IT TAl CI[DITS 0 O.OOl 0.00\ O.OOl 0 0.00\ 0.00\ O.OOl 

6 omwo rms O.OOl 0.00\ lA 0 O.OOl 0.00\ 0.00\ 
............. ................. ............... ·----------

7 TOTAL CAPITAl. 1,l96,287 (401,212) 9U,075 
,..-- . ' '" ..... -

I ADD IAC.l I[CATIY[ [QUlTf Z,SS7,119 2,5!1,119 
..... ... .......... ................... ...................... .. 

POSITIY[ WI TAl. IAI.AIICt I l ,91l,C06 100.00\ 1.CS\ (COI,212)1 l,51S,l94 100.00\ 6.97\ 
.......... ............ .......... ............ ................. ............ .......... ................. . .................. . ...... ..... .... .. ---·-·· . ............ .. 
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51. ~01~ !SUllO UTILITY COIIPAIIY, liD. 
AOJUSIIIUT$ 10 CAPIIAL SIAUCiuaE 
lEST YEAR UOEO DEC£111ER 31, 1917 

REIIOVE 
PRO FOIIIA 

DE SCRIP Tl 01 DEBT 
........ . .......... ............... ...................... ..... .. ...... ....... ....................... 
I lOI' T£M DEll 0 

2 PIO FORM DEll (421,SOO) 

l CUSTOIV:l DEPOSITS 0 

4 TOTAL EQUIJT 0 

llVE S tiiUT TAX ClEO ITS 0 

DEHRAEO TAXES 
............................. 

I 

TOTAL CAPIIAl (421,SOO) I 
.......................... .................. ......... 

l. 
I' 

SCHEDULE KO. 2-1 
OOClEI 110. 171117·WU 

I .eLUDE 
CUSTOIIER m 
DEPOSITS ADJUSTIIUT 

.......................... ... ..................... 
0 ' 0 

(42l,SOO) 

13,288 13,2ea 

0 

0 
........................... ...... .... ............. 

13,288 I (m,ml 
..................... :::::::::: : ........................ 
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.. 
St. ~oa~ 15lMO UTiliJT COifMT, LTD. 
SUI[II(If 11 IIAT£1 CffiAJIOIS 
lESt TEAl UDlD D(C{JI[I 31, 1917 

rm YEAJI 
DESCIIPIIOII PEA umm 

.......... ....... ....... 
112.890 I 

.............. ----

OI'EIAHOI MD IIAIUEWct lll,541 I 

DEPlE CIA IIIli 69,506 

I AlES OTRER THAI UCOII£ 13,2SI 

umm 
UTiliiT ADJUStED 

AOJUSIIIUIS TESf YUA 
..................... ...... ..... --·--------

m,soa s 405,l98 • 
.. .... ............. ..... .......................... 

1,020 • 141,561 • 

12,417 81,923 

1,m 20,5&4 

COMISSIOI 
AOJUSIIIUIS 
............................... 

(292,508} . ........................... 

(16,011) 

(54,849) 

(7,lll) 

-
COMISSIOI 

ADJUSTED 
rm YEAJI 

............ ................ 
112,890 • 

... .......................... 

m,su s 

27,074 

u .m 

SCI[Oil[ 10. H 
OOCUT 10. 17111HIU 

AEYUUE REVEIUE 
IICA[A$[ l[QUJR[I!Uf 

............................. ........................ 
91,9Jl . 204,823 

.............................. .. .................... 
81.44\ 

m,su 

27,014 

2,298 15,549 

0 0 JMCOII[ IAJ($ 0 0 

·~ IOIAL OPERAfUii EVUSES 

! RAtE lASE 

9 RAtE 11 anuu 

............ ................ ............ .............. ....................... .... ..................... ..... 

216,298 I 27,7SO I 244,048 I (71,180} 

I (10l,408)1 2U ,m I 161,l50 I (2U,l28) 
..................... ............... ......... .. .... ..... .. ........... ....... .. .................... .............. ................. .. .. .. ...... .. ........ .. 

• 1,1l0,992 ............... ............. 

·s.m ............... ................ 

• 2,140,075 
::::::::::: 

7.54\ ............. .. ... ............. .. ..... 

165,868 ' 2,298 • 168, 166 

(52,918)1 .,,m • l6,m ........... ............... . ......... . ............. ............ . ............ .. 
525,6l5 ........... ................ 

·10.08\ ............ ........... 

t m,m .............. . ............ . 

6.m .............. . .......... . 
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ST. ma~ lSlMD UTILITY COIIPAIY, LTD. 
AOJUSTII£NTS TO 09£RATIN' STATEII£1TS 
TESl YEAR EmO O£CEIII£R 31 , 1987 

EXPLMATION 

(I) OPERA TIM; REVENUES 

to reaove the requested revenue increase. 

(2) OP£RATION MD IIAUTUMCE EXPENSE .............................. _____ .. ___________ 

A) to ruove accounting fees, •hicll are 
included u r 1te em expense. 

B) To ruovt auto expenses for a general laborer. 
C) to rnove non-recurring long distance charges 

D) 
paid as an ••ployee benefit. 
To reaove prior period t~nses. 

E) to ruove lisce11aneous dues and donations. 
f) to reaove aiscellaneous non·utility euenses. 
;) to naove blftk charges for insufficient funds. 
H) to reflect tbe appropriate uount o! rate case 

expense uort iution. 
I) To reaove part·till non-recurring labor. 
J) To reduce test yur insurance upense. 
1) To incrust for non-recurr ing reduction to 

sal&ries related to the hoteoners' association. 
l) To reduce chnicals for unaccounted for water. 
R) to reduce purcllased power for unaccounted for water • 

Total 

(3) DEPRECIATION EXPENSE 
.......................................... 

A) To reaove the costs of pro lor11 phnt. 
t) To ruove to cost of unsupported 

couud cati011 eQUipaent . 
C) ro reaove unsupported plant in llfRs. 
D) to adjust the orighal cost. 
E) To reaove non·used and useful lints. 

Total 

SCHEDUlE NO. 3·8 
PKE!Of2 
Ootl£l 10. 871171-IIU 

IIATER 

(2!2,508) . ............. .. .................. 

(2,577) 
(3,917) 

(1,200) 
(2,889) 

(310) 
(99$) 

(1,030) 

3,118 
(1,017) 
(9,211) 

7,485 
tml 

(2,920) 
.. .. ...................... 

(16,018) 
..... ............. ..... ............ 

(12,417) 

(204) 
(1,691) 

(11,973) 
(26,564) 

.. ................ ...... 
(54,849) 

..................... ................. 
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ST. 'EOm 1SLMO UHliTY COIIPMY, LTD. 
ADJUSIII£NT$ 10 OI'ER~T!Mt SUTmNTS 
TEST YEAR U OEO OECEII8ER ll, 1987 

EXPLMATIOII 

( 4) TAXES OTHER THAN II COllE 

To re•ove regulatory usessaent lees on reQ~ested 
revenue I tcruse. 

(5) OPERATIN' REVUUES 

To ref lect the revenue re~iruent reco11ended. 

(6) !AlES OIKER THAll IICOII£ 

• 

SCHEDULE KO. l-1 
PAC£ 2 of 2 
oocm 10. 171177·wu 

MAI£R 

(7,lll) ............. 
· ········~-

9l,m 
::::::::::: 

lo reflect RAh oa tbt racoaunded revenue incruse. ~ 2,298 ............... -·--······· 

I 

I 

I 



ST. C£01~ ISLAIID UTIUTT COIIPANT, LID. 
TEST TEM UDE.O OECEftBEA ll, 1987 
SCMEDltE or PLAIII IT PmART ACCOUHl • WAIER 
ll-1101111 AVERA'£ Ul AIICE 

LUE 
MO. 

c 
5 
6 
1 
8 
9 

10 
11 
12 
ll 
lC 
IS 
16 
11 
18 
19 

~ 
I 

Nt"-
N~ 
- ,-i - ,.... 
N cn 

ACCT. 
MO. 

lOl 
304 
l07 
309 
l!O 
lll 
320 
330 
m 
m 
lJC 
l35 
lCO 
lCl 
l Cl 
l46 

ACCOUNT llli.E 
........................... ........................ 
l AMD & lAIID RIGHtS 
SlRUClURES & llll'ROVE~EMIS 
WUI.S & SPRIMGS 
SUPPY flAIRS 
PDWER mERAIIOM EQUIPftENl 
PUIIPIM& EQUJPlftENT 
WAfER TAEAIIIUT EQUmW 
DIS! RESERVOIRS & SlAMOPIPES 
!RANSIIISSIDN & DISTRI8 ftAINS 
SERVICES 
I!!TERS & IIEIER IMS!AllAIIONS 
HYDAAIITS 
mERAl orr ICE EQUIPftENT 
IRA.sPORTATIOM EQUIPIIENI 
P•OWER OPERATED EQUIPftEMT 
CIQIIIIUIICAIIOK EQUIPIIENT 

TOTAL 

-

TEST YEAR 
PER 

umm 
......... .. ....... 

39,884 
62 ,!OJ 
61' 360 

242,140 
17, ISO 
S2,3lS 
IC ,esc 

ISO,CII 
1,616,661 

161 ,lSI 
6l,l9C 
85, S6C 

S,S26 
10,117 
26,528 
2,090 

··---------
2,641 ,698 

::::::::::: 

UIILIIT 
ADJUST. 10 

TEST YEAR 

18,000 

136,000 

19, 500 
248,000 

m.soo 
::::::::::: 

U!lliiT 
ADJUStED 
B.AlAIICE 

-------···· 
S7 ,884 
62,101 

20J ,360 
2C2, 1CO 

17 , ISO 
S2,J3S 
Jl , 98C 

C28,Hl 
1,616,661 

16l,JSI 
6J,m 
as. su 
s.m 

10,111 
26, S28 
2,090 

............... ......... 
3,·069,198 ........... ............. 

SCHEDUlE R!J. 4-A 
DOCIE I NO. 811111-IIU 
PAGE I OF I 

R[ftOVE movr movr 
PRO FORM UKSUPPORIED 16\ or TOTAl ADJUSTED 

ADJUSTftENIS PlANT ocs ADJUSTftENI BAlAIIC£ 
. ........ ... .. ... . ........... ........... .. .. ............ ........ .... ... .......... ............ ... ................... .. 

(18,000) (19,429)• (37,429) 2o.m 
(24,260) (6,0SS) (JO,JIS) 31,788 

(136,000) (10,178) (146,178) 56, S82 
(38,742) (38,142) 203,l98 
(2,7CC) (2,7CC) IC, C06 
(8,314) (8,314) 43,961 

( 19,500) (2,311) (21,811) 12 ,167 
(248,000) (28,866) (276,866) lSI ,ScS 

(258,666) (258,666) l,JSI ,99S 
J,025 (26,300) (2J,275) ll8,076 
1,099 (10,319) (9,220) 5C,l1C 

• f:J"' 
( 13,690) (ll,690) 71 ,874 

(s,m) (S,S26) 0 
0 0 10, 117 

(26,S28) (26,528) 0 
(2 ,090) (2 ,090) 0 

... ........... ....... ................ ......... .............. ........ ... . ..................... ............... .... 
(421,500) (SC,280) ( 426,280) (902,060)1 2, 167,138 

:::::::::: : .............. ...... ...... .. ::::::::::::- ............... .. .......... ....... .... ... .. ................ 

- -
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ST. ;£01;£ ISI.AIO UTiliTY COIIPAIIJ, LTD. SCHEME RO. H 
TEST JEM EID£0 DECEIIIER 31 , 1987 OOCIET NO. 87117HIII 

SOIEIM.E If ACCUIIIUTEO DEPRECIATION • MAI(R P~E I or I 
13-110111 AVUA;£ IN.AIICE ll PRIIIAAT ACCOUlll 

lEST TEAR UllliTJ UllliTJ REIIOVE REIIOVE REIIOVE 
WE ACCT. PER ADJUST. 10 AOJUST£0 PRO row UMSUPPORTEO 16\ Of TOTAL AOJUSIEO 
10. 10. Att0411T TtrlE UIILITT TEST J£AR lA lANCE AOJUSiftENIS PlAll I ocs AOJUSTftUT BALANCE 

............................................ ---.. ... . - ................. -....... .......... ................ ...................... ...... ................ .. -----·----- ... ........................ .. ..................... ... -------···· 
I 504 STRUCTURES & lftPROVEIIENIS 10,461 10,461 (4,086) (1,020) (5, 106) 5.m 
2 307 WELLS & SPRim ll,OJ6 13,036 (2,086) (2,086) 10,950 

309 sum MUS 46,148 46,148 (7 ,J84) (7,JU) J8, 764 

310 POII£R 'UERAIIOI EQUIPftEII J,503 3,503 (560) (560) 2,943 

Jll PUftPIN' EQUIPiftUT 10,698 10,698 (1,712) (1,712) 8,986 

6 J20 VATER llUiftUT EQUIPftENI 2,960 2, 960 (474) (474) 2,486 
7 330 OIST RESERVOIRS & STAIOPIPES 34,298 34,298 (5,488) (5,488) 28,810 

8 l31 TRANSftiSSION & OISIRII ftAIMS 304,099 304,099 (48,656) (48,656) 255,443 

9 m SERVICES 29. 2l3 29,2JJ S48 ( 4, 765) (4,217) 25,016 

10 ll4 ft£TERS & ft(T[R INSIALLAIIOMS 12,467 12,467 216 {2,029) (1,813) 10,654 

11 m HYORARIS 16,067 16,067 (2,511) (2,571) 13,496 

12 l40 'UERAL Off ICE EQUJPft(NI 594 594 ('594) {594) 0 ·:~ 

13 lCl IRARSPORIATION EQUIPft[NI 7,145 7, 145 0 0 7,145 

14 l4l POilU U.ERATEO EGUIPIIEU ll,264 13,264 (13,264) (13,264) 0 

IS 346 COIVUIICAIIOI EQUIPII[II 834 834 (8l4) (834) 0 

16 348 ....... ................. ... ----------- ................. ........... ........... .. ............. .......... .................... ..... ............ .............. ....... .................. 

17 SUIIOIAL 504,807 0 504,807 0 ( 18,014) (76,744) {91,758) 410,049 

II PlO fOliiA PLAII AOJUS!ft£11 0 12.411 0 (12,411) 0 0 (12,417) 0 

19 ···-------- ----------- .................... ... .................. ....... ......... ... ......................... ........... ..... ......... ------·· ....... 
20 IOIAl 504,807 12,417 504,807 (12,417) (11,014) {76,HC) (107,175) 410,049 

21 . ............. ::::::::::: .............. ............... ......... .. ... ::::::::::: ....... ...... ::::::::::: ................ ::::::::::: . ... ......... .... .................. 

~ ........ ........ 
- ::l - .... Nee 

·2 ft C\ 

~aM 
N ~- ~ 
0 0 p., 

q-
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OROOR NO. 2112.2 
OOCKET NO. 8 711 77- WU 
PAGE 40 

ST. GEORG£ ISLAND UllliTT COIIJIAMY, lTD. 
TEST YEAR ENDED DECEftBER 31, 1987 
SCHEDULE Of PLAKT BY PRiftARY ACCOUNT • VATER 
YEAR-END BALANCES AND ADJUSTI\EMIS PER BOOlS 

liME ACCT. 
NO. NO. ACCOUNT lllLE 

.................................................................. .. 
303 LAKO & lAND RIGHTS 
304 STRUCTURES & IIIJIROVEI\EKTS 
307 VEllS & SPRINiiS 
309 SUPPY 1\AIK S 
310 POWER mERAIION EQUIPftENT 
311 PUIIJIIMG EQUIPTI\ENI 
32(). WATER TREATI\ENT EQUIPI\EKT 

8 m OISI RESERVOIRS & STANDPIPES 
9 331 TRAHSIIISSION & DISTRIB 1\AIHS 

10 m SERVICES 
11 334 1\ETm & 1\ETER INSTALLATIONS 
12 m HYDRANTS 
IJ 340 mERAL OH ICE EQUIPIIENT 
14 HI TRAKSPORIAI!OK EQUIPI\ENT 
IS 343 POWER OPERATED EQUIPI\EMT 
16 346 COMUKICATIOM EQUIPI\EKT 
17 
18 TOTAL 

UllliTT 
PER 

BOOKS 
.............................. 

39,884 
62,103 
67,360 

242,140 
n,m 
52,335 
14,484 

180,411 
1,616,661 

167,359 
65,m 
as. 564 
6,847 

10,717 
26,528 
2,090 

.............................. 

2,657,212 
..... ........ .. ..... .......... 

403 

' · I 

SCHEDULE MO. H 
PAGE I OF I 
Docm KO. &71177-Vu 

ADJUSTED 
UHSUPPORI(O 16\ REDUCT. PER BOOK 

PLANT 10 ocs BALANCE . ............................. .................... . .......................... 
(19,429) 20,455 

(24 ,260) (6,055) 31,788 
(10,778) 56,582 
(38, 742) 203,398 
(2,744) 14,406 
(8,374) 43,961 
(2,l17) 12,167 

(28,866) 151 ,545 
(258,666) t,357,m 

J,02S (26,300) 144,084 
1,099 ( 10,319) 56,359 

( 13,690) 71,874 
(6,847) 0 0 

0 10,117 
(26,528) 0 0 
(2,090) 0 0 

----------- ..... ........... ........... .......... ......... ...... .. ... 
(55,601) (406,851) 2,154,876 

::::::::::: ::::::::::: ................. .. ............... 
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ORIEROO. 21122 
lXl(l{E1' NO. 871177-wt.J 
PIIG: 41 

ST. GEOm ISLAlfD UTILITY CDIIPAKY, lTD. 
I£ST TEAR EK~ED DECEftiER 31, 1987 
SCHEDUI.E Of ACCURUI.AT£0 OEPRECIATIOIC • •ATER 
TEAA·ERD IALAICES AND .OJIISTI!!lTS PER IDOlS 

LINE ACCT . 
NO. NO. ACCOUIIT tl tLE 

........................................................................... --
304 StRUCTUR!S l IIIPROV£11EnS 
307 MEllS l SPRINGS 
309 Stll'PY IIAINS 

4 310 POti£R mERATJON EQUIPftENt 
s 311 PUI'.P!M; EGUIPtftUt 
6 320 MATER lREATREn [QUIPIIUT 
7 330 OISI RESERVOIRS l STANDPIPES 
6 331 TRAlfSIIJSSION l DISIRII IIAINS 
9 333 SERVICES 

10 ll4 RE1£RS l 11£1ER INSIAllAliONS 
11 m HYORAlftS 
12 340 mERAL OrrteE EDUIPIIEU 
Jl 341 tlAIISPORTATIOIC EQUIPIIEU 
14 m POMER OPERATED [QUIPftUT 
IS 346 COIUIUIIICATJOIC EQUIPRENT 
16 
17 tOTAL 

Ulll liT 
P£R 

lOOtS 
.............................. 

II, 703 
14,280 
49.934 
4,009 

12,740 
3,386 

37,034 
m,m 
31,S6S 
u.m 
17 ,lOS 

776 
8,039 

14. S90 
936 

........................ . 
545,270 .................... ................. . 

I 

SCHEDULE NO. 4· 0 
PACE I or I 
Docm NO. 871177-MU 

COIIftiSSJON ADJUSTED 
AOJUSI. 10 16\ REDUCT . PER 1001 

IDOlS TO OCS IALAitE 
........................... ... ...................... ..... .......................... 

(4,086) ( 1,020) 6,m 
(2,086) 12,194 
(7,314) 42,5SO 

(560) 3,449 
(1,712) 10,528 

(474) 2,912 
(5,488) ll ,546 

(48,656) 276,7JS 

I sea (4, 76S) 27,348 
216 (2,029) 12,539 

12.ml U,S34 
(726) 0 0 

0 8,039 
( 14 ,590) 0 0 

(936) 0 0 
... ......................... ....................... ........................... 

(19,SU) (76,744) 448, 9S2 
::::::::::: .................... ................ .......... .. ......... . ................ 

I 
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ORDER ~U. 211 22 
[X)Q;ET oo. 87117 7-\ru 
P1\GE 42 

ST. GEOR;E ISLAND UTILITY COftPANT, LTD. 
ADJUSIII£NI fOR USED AIID USEFUl 
lEST TEAR ENDED DECEftBER !I, 1987 

PERCENTAGE CALCULATION 
.................................... 

!DIAl lOIS AVAilABlE OM SGI (IR. 419) 
101Al LOIS IM SERVICE (IR. 419} 

!DIAl COS! OF ADVANCE f OR CONSIRUCIIION 
DIVIDE 8T SISO REFUND PER [RC 

IOIAL ERCS 10 REru.D ON -OVAIIC£ 

BALANCE Of AflVAMCE 12/ll/87 
13·ft0KTH AVERACE 
DIVIO£ 8T SISO AHUNO PER ERC 

ERCS mAINIMC TO REFUND ON AflVANCE 

IO!Al ERCS RHUMDEO TO DAlE 

101AL LOIS AVAILABLE ON SGI (TR. 419} 
TOIAL ERCS TO REFUND 011 ADVANCE 

TOIAL LOIS NOT SUBJECT 10 ADVANCE 

!DIAL LOTS IN SERVICE (TR. 419) 
tOTAL [RCS R[f UNO£ 0 TO DA'TE 

tOTAL COMHECTEO lOIS HOT 'SUBJECT 10 ADVANCE 

TOIAL CONNECTED LOTS NOT SUBJECT 10 ADVANCE 
TOTAl LOTS HOI SUBJECT TO AflVAHCE 

USED AND USEFUl \ 

3000 
620 

126,980 
ISO 

8H 
.............. 

91,430 
ISO 

610 
.............. 

m 
............. 

3,000 
847 

2,1S3 
.... .. .... ..... 

620 
237 

3Sl 
.............. 

383 
2,153 

18\ 
................ 

405 

.. 

SCHEDUlE NO. 5 
PACE I Of I 
DOC lET NO. 871 177-WU 

DOLLAR ADJUSlftEKI 
.. ................................ 

SIAH AflJUSIED BALANCE Of liNES 1.m.m 
REMOVE COST Of Af)VANC[ (126, 980) ............. 
MEl DOLLARS LIMES 1,2li ,OIS 
NOH·USED & USEFUL \ 82\ 

............ ........ 
lOl·USEO & USEFUl AflJUSTIIENI (l,oo9,ml . ...... ........ .. . .............. 

\ Of ADVANCE TO TOTAl liNES 9\ 
..................... .................... 

STAff ADJUSTED ACC. DEPR. ON liNES 2SS,443 
LESS: ACt. OEPR. ON ADVANCE (9\) (23,8BS) 

................ 
NET DOllARS ACC. OEPR. 231,SSB 
HOH·USEO & USEFUL \ 82\ 

................. 
MOM-USED & USEFUL ADJUSTftENT 189,877 

::::::::::: 

MET U&U ADJUmEHT fOR RAIE BASE (819,SSS) 
::::::::::: 

STAff ADJUSTED DEPR. ElP. ON LIMES 3S,737 
lESS: OEPR. EXP. OM ADVANCE (9\) (3,342) . ................. 
HE! DOLLARS OEPR. EXP. 32,395 
NOM·USED & USEFUL \ 82\ 

-----------
NOK·USEO & USEfUL AOJUS!ft[ Ml ( 26,564) 

..................... .................... 
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ST, GEORG( 1St ANO UTiliTY COftPANY , LTD. 
871177-WU 
MATER TRE'T"m PLANT 

AllOtllftte tor funds Prudently Invested 
tllcuhtion ol Curying Costs lor hch tot 

lnlomtion Mecdcd 

1. Cost of Qualifying Assets S 1,009,432 

~ 
I' 

, .. 

Schedule Mo. 6 
hge I O•l 4 

2. Capu:i ty of Qualifying Assets 0 GPO 

l . Muaber ol future Custoaers 1,170 ERC 

4. Annuli Depreciation Expense 26,S48 

~ . Rlle of Return 6.97\ 

6. We igllttd Cost of EQuity 0.00\ 

7. ftderd lntoae Tu Rite 0.00\ 

8. Stitt lncoae Tu Rate 0.00\ 

9. Annud Property Tu 

I 0. Otller Costs 0 

II. Depreciat ion Rite of Asstts 2.63\ 

12. Test Yur 1987 

I 

I 

I 
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ORDER 00. 21122 
lXXl<E'l' 00. 871177-WU 
PJI.GE 44 

ST. GEORG£ ISLAND UTU ITY COftPAMT, LID. 
871171-WU 

Allowinte lor Funds P.rudently Invested 
Cllcuhtion of Cirrying Costs lor Eith lot: 

Cost ol Quai !lying Assets: s 1,009,432 
Oivioed 6y Future lot·s: I, 770 

...................... 
Cost/lot: ~70.30 
ftulliply By Rite of R·eturn: 6.97\ 

....................... 
Annuli Return Per lot : 39.7~ 

: : ::::::::: 
Annud Reduction in R•eturn: 1.0~ 
(Annud Depreciation hpenu ......... ..... .. ... .. .. ........ ....... 
per lot tins R&te ol Return) 

Federd hx ilHe: 0.00\ 
Effective Stile hx Rile: 0.00\ 

..................... .. 
Totd hx Rile: 0.00\ 

::::::::::: 

Ellective hx on Return: 0.00\ 
(Equity \ Tiaes hx hte) .. ..... .. ...... .... ... ....... ...... .. 

Provision For Tu: 0.00\ 
(Tu on Return/(I·Totil Tu Rite)) ::::::::::: 

~. 
\' 

Annuli DepreciHion Expense: 
Future lots: 

Annu1l Depr. Cost per Lot: 

Annual Prooery hx Expense: 
Future lots: 

Annud Prop. hx per lot: 

~righted cost of Equity: 
Divided by Rite of Return: 

\ ol Equity in Return: 

Other Costs: 
Future ERC's: 

Cost per ERC: 

Schedule Ho. 6 
Pige 2 ol 4 

26.~48 

1,770 .................. 
1~.00 

.................. .................. 

0 
1,770 

...................... 
0.00 

................... .... .. ............. 

0.00\ 
6.97\ 

-----------
0.00\ ........... .. ...... ..... .... ......... 

0 
1,770 

.. ............... 
0.00 

::::::::::: 

407 
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ST. CEORGE ISLAND Ulll!TY CO"PANY, LID. 
871171-WU 

i 
;• 

Schedule Mo. 6 
P•ge l of 4 

Allow&nce for Funds Prudently Invested 
C&lcul&tion of Curying Cost Per lot Per Yeu: 

Unfunded Other Costs: 
Unfunded Annud Depreci&tion: 
Unfunded Property lu: 

Subtotll Unfunded Annud Expense: 
Unfunded Expenses Frier Year: 

Tot&! Unfunded Expenses: 

Return on Expenses Current Yeu: 
Return on Expenses Prior Year: 
Return on Pl&nt Current Yur: 
Eunings Prier Yeu: 
Co1pound Eunings 1roa Prior Year: 

Totd Coepounded E~rnings: 
hrnings Exp&nsion F&ctor for hx: 

Revenue Required tc Fund Eunings: 
Revenue Required tc Fund Expenses: 

1988 1989 1990 1991 1992 
................... ..... .................. .... .................... ..... ........................ ... ...... ... ..... ..... ... 

0.00 I 0.00 I 0.00 I 0.00 I 0.00 
15.00 15.00 15.00 15.00 15.00 
0.00 0.00 0.00 0.00 0.00 

...................... .................................. ........................... ........... .. .................. 
15.00 I 15.00 I 15.00 I 15.00 I 15.00 
0.00 15.00 30.00 45.00 60.00 

...... ........................ ................. ... .................. ................... ................ 
15.00 s 30.00 s 45.00 s 60.00 s 74.99 ..................... ........... ------ ....... ---·----- .............. .......... .............. 
1.05 1.05 1.05 1.05 1.05 
0.00 1.05 2.09 3.14 4.18 

39.75 38.70 31.66 l6.61 l5.57 
0.00 l9. 75 82.27 127.75 176.41 
0.00 2. 71 5. 7l 8.90 12.l0 

40.80 S 83.32 S 128.80 I 177.45 S 229.50 • 
1.00 1.00 1.00 1.00 1.00 

40.80 I 83.32 I 128.80 s 177.45 S 229.50 
15.00 30.00 45.00 60.00 74.99 

Subtotd: 55.79 I lll.31 S 173.80 S 2l7.45 s 304.49 
Divided by F&ctor for Gross Receipts hx: 0.975 0.975 0.975 0.975 0.975 

tot Curying Cost for I Yur: 57.22 s 116.22 s 178.25 s 243.54 s 312.30 
::::::::: ::::::::: ::::::::: ::::::::: ::::::::: 

I 

I 

I 
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ST. '(ORG£ ISlAND UTiliTY COftPAMY , liD. Schedule Mo. 6 
671177-WU h;e 4 of c 

Allounce for runds Prudently Invested 
Schedule of Cbarge Per lot Per ftonth: 
......................... ...... ........ ......... .. ·-..... .. ........ ... .. ... .. ............ ....... ----..................... -.. --.............. ----.................... 

1988 !989 1990 1991 1992 1993 1994 
...... ... ... ........ ... --------- ....... .. ... ....... ... .. ... ........................................................... ....... .............. .. 

J1nuary 4.11 62.1C 121 .39 183.69 249.27 312.30 312.30 

r ebruuy 9. 54 67.06 126.56 189.13 255.00 312.30 312.30 

ft1rch lUI 71.97 m.73 19U7 260.73 312.30 312.30 

April 19.07 76 .89 136.90 200.01 266.46 l12.l0 312.30 

ftlY 23.84 81.81 142.07 205.46 212.19 312.30 312.30 

June 28.61 86.72 147.24 210.90 217.92 312 .30 312.30 

July 33.38 91 .64 152.41 216.34 283.65 312.30 312.30 

August 38.15 96.55 157.58 221.78 289.38 312.30 312.30 

Seoteaber 42.92 101.47 16'2. 74 m.22 295.11 312.30 312.30 

October 47.69 106.39 16 7. 91 232.66 300.84 312.30 312.30 

Movu ber 52.46 111.30 m.o8 238.10 306.57 312.30 312.30 

Deceaber 57.22 116.22 178.25 243.54 312.30 312.30 312.30 
....... --........ -----.. ....... ........................ -- ... .......... ..... --------... ... ..... ------..................... ... ........ .......................... 
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