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OkDER ESTABLISHI NG INCREASED RATES 
FOR WATER AND WASTEWATER 3ERVICE 

BY THE COMM ISSION: 

I. CASE BACKGROUND 

By Or der No. 18785 , issued February 2 , 1988 , this 
Commtsston 1n1t1ated an investigatio n into, among other 
ma tters, he level o f investment of Palm Coast Utility 
Corporation (PCUC) 1n utility plant assets . Doc ke t No . 
871395-WS wa s o pened i n o rder to process lhe investtgalion . By 
Order No. 18713, issued January 2 1, 1988, the Commission 
acknowledged the intervention o f the Office o f Public Counsel 
(OPC) 1n lhe 1nves igalton docket. 

On May 19, 1989, during the pendency o f the tnvesti gatio n 
docket, PCUC comple ed the min1mum flling requirements fo r a 
gen~ral rate increase nd that d aLe wa s es tablished as the 
official flling dale. Docke t No . 890277-WS wa s opened in order 
to process PCUC ' s rae appltcation. By Order No . 21666, issued 
August 2 , 1989, thts Commtssion acknowledged OPC ' s i ntervention 
in lhe rate case dockPl. 

By Order No . 2 1794, 1ssued August 28, 1989, the Commission 
subsumed Docket No . 87139 5-WS, the i nves ligatio n docket. 1 n to 
Docket No . 890277-WS , the rate ~ase dock~t . 

By separate petitions dated J uly 17, 1989, James t"ar in and 
Patrick Ferrante, two c u stomer s o f PCUC, requ lsted o 1n te rve ne 
in this dockel. By Orders Nos . 21664 and 21665 , issued August 
2, 1989, their pe t ill o'ls wete granted. 

A h ari ng wos h ld o n the ra e case 
matters o n December 6 hrouq h 8, 1989 , in 
c o n tlnued o n January 6 , 1990, 1n Tall ahassee . 

and Investigation 
Palm Coast , and 

I I. F 1 NU I NGS ..QI_FACT, LAW AND POL ICY 

Havt ng conc;tdered he evidence presented at heari ng, the 
briefs of the paries and the recor:une ndal t o n of the Sta ff of 
this Commtss1on (Staff), we hereby ente r o ur findings of f act , 
1etw and poltcy. 
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ST I PULAT lONS 

The parltes and Staff have agreed lo the st1pulation that. 
s i nee m1 sec 11 aneous revenues are genera Led from both wale r and 
wastewater service, 60 percent of these revenues should be 
alloca Pd to water and 40 percent should be allocated o 
wa~lewaler. Having heard no evidence lo convince us otherwise, 
we ftnd lha th1s st1pu1ation is reasonable. It is, therefore, 
approved. 

QUALITY OF SERVICE 

Staff, PCUC, and OPC agree that the quail yo[ service is 
satisfactory. Accordi ng to the testimony of Depaltment of 
Env1ronmcn al Regulation {DER) witnesses Rodriguez and Hourtel, 
PCUC ts 1n compltance with the standards set forth by DER and 
h ... s adequate capactly to serve the customers. In addition, 
PCUC has won awards for the operation of its plants for several 
ot he past years. 

Several customers reported that the water quality was good ; 
howeve r. o ne customer tesltfi d hat the customers in he 
S~m1nole Wood s drea do not rec~ive the same quality of service 
as o ther PCUC customers and should not pay the same rate. 

One customer presen ed a section of an aluminum h nd-hcld 
lawn sprtnkling device, identifi4'>d as Exhibit No. l, thal has a 
considerable amount of external corrosion . Less cc.trusion 1s 
vistble on the internal side of the p1pe. There is a split in 
lhc ptpe where he aluminum tubing jo1ns the brass tose bib 
coupltng. Thcr is no v1sible corrosion at the spl1t and it is 
dtfficull o determine what caused lhe split or whether some o f 
the corros1on is due to electrolysis between the two diss1m1lar 
m tals. The customer concluded hat the water caused the 
corroston of the aluminun pipe. He also testified that he does 
no dnnk the water. This same customer provided Compos1te 
f:.xhibit 2, whtch 1s a group of photographs. One of these 
photo graphs shows wa er flowtng out o f a fire hydran . The 
cus tomer alleges that the hydrant has run every day for three 
and a half years. 

Ano her cus orner testified that he has lived in Palm Coas 
for eight years and that he has never seen a fire hydrant 

I 

I 

checked to see if 1 is operable. H-.! testified that he I 
oper<lt:ed a stgntfican number of hydrants in New York City 
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pnor to his move to Palm Coast. In its respon se to customer 
teslimony, Exh1b1t No. 35, PCUC did not respond to the 
allegation that hydrants had not been checked. 

Anothet customer testified regarding an accumulation of 
water on the golf coutse at the fourteenth tee. He believes 
that the wate r origtnated at the pump station o n the golf 
course . He also stated that he haw contacted two persons 
connected w1th the golf course concerning this matter but tha 
therft has been no action taken. He was told, however , that the 
flooded area is due to surface water. Again, PCUC did not 
address this customer ' s concern tn Exhibit No. 35. 

One customer testified about what he believed to be 
excessive chlorine 1n the drtnking water. He explained that 
the recommendeJ maximum contaminant level is . 5 pacts per 
millton yet , wtth hi s test kit, he has occasionall y found the 
chtori ne to be in excess of that amount. PCUC did not respond 
to this cornpla1nl in Exhibit No. 35, etlher. 

Another customer testified about a (ice hydtanl running 
eight to ten hours per day for the last five months. Accordi ng 

o this customer, the hydrant .flas flowtng at 10 :00 a.m. on 
Dl!cernber 6, 198~, and was still flowing that evening. He 
testified lhat the hydrant flowed that way SlY or seven days a 
week. Agatn, PCUC offured no cxplanat1on 1n Exhibit No. 35. 

Another cus omcr cslified regarding he provision of 1ater 
and wastewat r setvJce to a new school, apparently 'Jt ~tde of 
PCUC ' s scrv1ce ternto ry. She also had a number of questions 
regarding the ultlily's service area, the e xpenses that would 
be incurred •n "nlarging the boundaries to i nclude the school, 
and wheth r i is normal to include a refundable main extension 
fee clause 1n a serv1ce availability contract. Th1s customer 
was concerned that an area adjacent to Lhe school is c urrently 
being devel o ped o n land that wa s apparentl y o wned by PCUC ' s 
parent, ITT . and that the developmenl may be served from lines 
paid for by the School Board, with no provi sion tor a refund to 
the 5chool Board. PCUC did not respond to this customer ' s 
concerns because she was not directly 1nvolved 1n th1s contract . 

Another customer went to PCUC's of fices and sp~nt 
reviewing its rate f1ling . He expressed some concern 
amount of unaccounted-for water and for the 
documentdtion or a study support1ng the amount of 

some lime 
about the 
lack 0f 
the cost 

97 
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allocable o u ility operat1ons as opposed t o cable 
:>pcralions. He believe:; hal the ,...os t o f the cable o peration 
shou 1 d h ave been deducted from the utility's rate flling. In 
fact, he e v en offered to perrorm a study, Cree of c harge , t o 
ass1st PCUC 1n mak1ng t hi s allocation. Th1s custome r also 
sta cd that he would have liked to sec a ma1nlenance report or 
some documentation 1n support of the $100 a nnual fire hydrant 
fee charged by PCUC. 

This customer also addressed the quality o f the wat~r , 

specificall y 1n regard to the eros1on of plumbtng seals in hts 
horre. He test1fied that. in sp1te o f the fact t hat h1s home i s 
only two years old , he has had to replace t he seals i n two 
tollcts and o ne s1nk. He further stated tha he ha s discussed 
lh probl m w1 th plumbers and hal he was t old hal Lhe seal 
eroston was caused b y a c hemtca l 1n the water . Whtle he did 
not know it this problem exists exclusively i n Palm Coas t, he 
testified that i was nol a problem 1n Atl an t a, Georgta, where 

I 

cuscomer's concerns 1n Exhibit No . 35 . 
he used t o live. Ag at n, PCUC did not respond to t hi s I 

Based upon the customers · Lest i mon y and PCUC · s respo n ses 
thereto , 1L appears that PCUC 1s sometim"s disregardful o f its 
customers ' conce rn s . This inattentiveness is hiqhltghtcd by a 
portion oC lhe tesltrnony o f Patrick Fe r ran e , an int , rvenot in 
lhts case , in h is cap1cilies as a customer of the utlltly and 
president ol the homeowners ' assoc1<lt1on. t'lt. Ff'rrante 
testified as follows: 

1 would just l ike t.o kind of t el n force a probl,~m 
th.H was brought forth by [intetvenor Ma r tin ] by 
JUSt gi v1ng y ou o ne brief example. 

sen t 1n a se t of in erroga o ries con taini ng .7.1 
qucs t1 ons . I am go 1 ng to rel ate my r esponsC' o 
j u s o ne. No. 11. Ques Lion No . 11 reques s to 
subm1t on a per hydrant basis a detailed 
brea kdown o r annual mai ntenance and r e l ated costs. 

Response to hat question: "Tht s interrogt~t o ry 

i s vague and unc lear requiring cl arificat t on as 
t o the pe r iod o f time or the y ar for which the 
informa t ion 1s requested. Furthermore, to 
provide t he i nfo rmation on a per hydrant ba sis 
[ is] no readil y available [a nd] would be unduly 
burdensome and oppress 1ve." I 
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This was a reques 
the questions. I 
question, and the 
bas1cally t he same, 
and butdensome for 
informallon. 

for clarification o n some of 
attempted to clarify the 

second response to tt was 
that it would be cumbersome 

them to kind of gatht'!r hat 

I bring that before you lJ~cause Mr. Martin 
produced for you a basis for fire hydrant charges 
on a per hydrant bas1s , readily avai lobl e ; you 
already have it in your files . But , yet, thy 
refuse to make it available. The point I'm 
mak1ng is this type of cooperJtion, or lack of 
tt, ts \olhat we have been runn1ng into over the 
past several years with PCUC . r think if Lhett'! 
were J more cooperative effort o n their part 
these hearings wou ldn · L be ha 1f as long or half 
as cumbersome as they are now. 

Al the healing, PCUC agtet:d Lo provide late-flled Exhibit 
12 . ·.-~hich was to detail he Les year ma inte nance and related 
costs for Lhe fire hydrants, div1ded by t he total number of 
hydrants, for an average Lest year cost pet hydrant Although 
PCUC clatmcd Lhat to produce such a bteakdovm for Mr. Ferrante 
would have been butdensome and opprcss1vc, the exh1bit is only 
one page lonq. 

Based upon the foregoing discus~ion, we find nat the 
quality of water and wastev1ater service provideu lJy PCUC is 
satisfactory. However, we also find that cus orne relations 
are some•.-~ha lacking. Accordi ngly, we hereby direc. PCUC to 
devote more efforts toward improving customer relations. 

RATE BASE 

Our cc1lcula ions of rae base arc at t ached Lo thts Order 
as Schedule No. lA for water and Schedule No . lB for 
wastewater , wtth ou r adJustments detailed o n Schedule No. lC . 
Those adjustments wh1ch are self-explana o ry, or whtch are 
essentially mechan1cal in ·nature , ate depicted on those 
schedules without further discussion 1n the oody of t hi s 
Order . The remaintng adjustments are discussed below. 

99 
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Unaccounted-for Water 

PCUC argues that the 13 . 5 petcent reported level of 
unaccounted-for •,o~ater is reasonable. PCUC wi Lncss Guaste lla 
Mr. Guastella quoted from Order No. 18625, the final order from 
PCUC's last rate case, issued January 4, 1988, in which we 
stated that, "Corrunission policy is to analyze unaccounted for 
water on an individual utility basis. We concur with Mr. 
Guastella that a 13.5\ level is reasonable based o n his 
testimony regarding Lhc causes of unaccounted-Cor water." 

OPC argues thal PCUC ha s understated unaccounted-Cor water 
uy clal:.Stfying plant usc water as accounted-for, unsold water, 
and deduct1ng it from unaccounted-for water . OPC believes that 
the ultlity's unaccounted-for water is actually 176 , 479 , 000 
gallons, o r 21.9 percent 

I 

OPC witness Pau 1sh apparently believes that most of the 
89,048.000 gallons classified as accounted-for/not sold on I 
Schl!dult.! F-1 is for pla n t usc water. Wi tne">s Guastella 

est11 ted, however, Lhat the plant use water, which totals some 
600 ,000 gallons pet day (gpd) , is not included o n Schedule 
F-l. He c~lso staled that it is not 1ncluded as treated watet 
delivPt••d o he sy!>Lcm. 

Witness P,urish also testified thal water losses in the 
disLobution system might include flushing and firE' flows. He 
believes Lhal a "gracious" allowance for such purposes would be 
60,000 gpd, or 21,900,000 gallons per y ear. The U .. ;.Limony of 
witness Guastella, however , indicates that PCUC ' s losses also 
include construction work, repairs, recirculation, other 
clearances Cor construction, chlorinatton of s y stems , and sewer 
cleaning. 

We arc not persuaded t hat OPC · s pos i ion is supported by 
the record. Accordingly, we reject its suggestion Lhat the 
utility's unaccounted for wa er is 21.9 percent . 

In hts unaccoun ed-for water analysis , Schedule F-1, 
w1tness Guas ella totalled water treated and delivered to the 
sys tern, and subL rae ted from that water sold , me e r loss at 3 
percent and accounted-for/not sold water. The remainder, 
presumably , lS the amount of un.lccounted-for water. In h ts 
analysis, t1r. Guastella relied upon manua ls , his knowledge, and I 
Amer1can Water Works Association {AWWA) articles. He explained 
t hat ~n acceptable level of unaccounted-for water can vary from 
10 to 20 percent . 
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Witness Guastella also addressed treated water necessary 

to operate the water treatmnnt plan Thi~ wat~r was not 

1ncluded as accounted-for/not so ld. W1 tnes~ Guas ella suggests 

hat this wate r s hould be akcn into account so that t he losses 

that arc unaccounted- for are addressed . We re)ec this 

suggestion, howe ve r, since this " o the r lflalec treated '' is not 

delivered to the s y stem and i s no par ot the Cdteqory upon 

which unaccounted-Cor water 1s bdsed. 

We also find that t h e water used for plant flushing that 

tecirculates back to the raw water has been counted both 1n the 

600,000 gpd allocated to plant usc and in accoun ed-fo r /not 

sold. Si ncu this recirculated t!ush1ng rs 20 percent of t he 

otal amoun o f accounted-fo r/not so ld, we have disallowed l hr s 

portrcn , whi ch is 17,810,000 gallons (4&,793 gpd) l Qr the est 
year. 

As for meter loss , the utility provided a late-filed 

~..;xhrbtt whtch is a copy of an artl<'lc hcst addresses , among 

otht•t sou r c:u, of loss , loss due to 11nd r - regi st cati o n of 

.,.,c crs . The article drscusses a r anqc c L under -reqist rali on , 

and suggests that an ove r a 11 a llowdnce oc 3 percent for undc t­

reqi s t tion is economicaLly fcdsrblf'. We arc not abl e to 

conclud' t o r whom it wou ld be econonically leasibl~. 

~-Jitness Gua,tclla test:ifi~..;d reqatding accuracy curv s o f 

meters. He s atco that mete rs canno be d~siqned to operate at 

100 percent ilCcuracy at all ra cs o t flow . W1 h lows ahove 2 

to 3 gpm or below l gpm, Mr. Guastell:t tesltfied hal t he me er 

will record mo r e wa er than is ac ually p<hsing t hro ugh i . He 

specifically 5 at:ed thJl he meter would never rec"'rd less than 

wha t is actuall y pass1nq throu gh it . 

WP find h a Mt. Guastella ' s test i mony tegarding he 

accu t acy curves >t ~c c r s 1s in direct con r lie wr h a prac 1ce 

o f allowtng for me cr loss a 3 percent . If t lw mete t would 

always reg1s er mo r e water t h an wa s pass1 ng thtough 1t, and 

never less , it mc1kes no s ense to allow f o r a loss o t 3 percent . 

In add1 i n, we do not f1nd the lat -tiled artrcle 

rega rd1ng undt~r- rcgl stra ti on of meters per suas 1ve . The ,rlicll.! 

was presen cd o n May 13, 1957, at he Annual Cont etence 

(presumably o f t he AWWA) in Atlant 1c C1t y, N. J . The 

references tn he ar 1cle are dated 1940, 1954 , and 1956. The 

da a 1re, th,ret o r P , JUI e outdated. 
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Ba sed upon he discussion above, we are not persuaded that 
the 1nclusion of a meter loss fact o r is dppropriate . We tind, 
therefo r e, hat; the meter loss factor s hou ld be excluded and 
nat ht s amoun should be constdered unaccoun ed-for wa ter. 

Based upon the evtdence of record, we find hal PCUC ' s 
level of unaccounted-for water 1s 18 p " rcent. Since th" reco rd 
indicates that a reasonable level of unaccounted-for water Cor 
thts utillty is 13.5 percent, we also find lhat PCUC has an 
e xcess1ve unaccounted-for water amount o t 4.5 percent. 

t>1argin Reserve 

PCUC's posit1on lS that margin reserve represents an 
allowance (ot capacit y whi c h must he avajlablc to meet short-

I 

erm gtowth, while cont 1nu1 ng to p1ov1de safe and adequate 
~erv1cc to all cus omers . To calculate margtn reserve t or this 
p r oceeding , witness Guas ella multiplied lhe average annual 
percen age of growth by 1.5 1n o rder o allow for a reasonable I 
consl tuc ion and lag p•riod . PCUC bcltevcs Lhat iL shou ld be 
allowed marqin reservC's of 25 . 2 percent for wale'" and 23 . 3 
pcrcen lOr was cwater. 

OPC docs not belteve that any amount of matgin reserve 
should be all owed in the used and us •r ul calculations. OPC 
witncs~ Parrish argued that the cosl of faclliltes for future 
use shotrld be sn1f ed to Luture customer~ and developers. 
Accotding to wt ness Parnsh, the concep t of m;HO'Il reserve for 
developer-owned u ililies has becomt= a regulat'"lr y anachronism 
1n Florida. 

In 1 s bnef, OPC suggests hdt PCUC will l..e Jllowcd a 
double recove ry 'i f 'i l 1s allowed a margtn reserve because it 
also collec s guaran eed revenues. Howeve t, OPC make s no Cite 
to t he record o suppo tl lhis allegation. 

We belteve tha PCUC mus have sucfictent capactly to 
serve n('w cus omers at he time hose customers connect. 
Section 367 . 111( l}, Florida Statutes, requt rPs each ultl ity t o 
provide ~ervice o the area described 1n 1 s cecltfic~lc wtthin 
a reasonab 1 c l1me. The concept of rna rq 1 n resc rve t ccu gn 1 ze..; 
costs whtch he uttl1ly has ncucred to p r ovtde servtcu to 
customers in he near future. 

I 
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Notwi hstanding h • above, we find lhat the uti I ity ha s 
ove r s tated t he approprial~ ma rgin resetves by av~ r autng 'he 
percentages of ERCs added per year. rn s ead, we lind that il 
1s more appc o pr1a e o calculate ma rgtn reserve by ak1ng an 
average of the ac ua 1 number o f FRC!" added pet y ea r. 
Accordingl y, we find 1 appropriate to include a ma r pn reserve 
of 16. 1 percent f o r water and 15.3 percent for wastewater 1n 
our calculations o f rate ba se . 

I m.£.!.1 a_ ion of c rAC o n l'1~n Rese rve 

PCUC impu ed C IAC related to the margin reserve in 1 s 
rdle ba..se calculation s . As discussed above, OPC believes that 
any margin of reserve is inapproprtote. 

Since we have reduced t h u tllty' s margtn reserve 
Cllculation~ . we must dlso reduce the C rAC imputed o n the 
mu rqtn tesl!rvc. Us1 ng a marg1n rese rv e ot 16 . 1 percent fo r 
w.:~Ler and 15.3 percent fo t wastewater, the reduct ton to CIAC 
would be $~~0 , 74 7 and $811,578 f or water a nd wastewater , 
respectively. However, the tmputed CIAC is parti a lly offset 'Jy 
accumulated amorti z ation of CIAC . Acco rdingly, ba ... ed upon the 
evtd nee ot record and o u r discussion above, we lind t l 
a ppr op r i~t~ to reduce CI AC by net amounts of $4 /2 ,765 l or water 
and $ 696 ,700 for was ewa cr. 

F1re Demand 

rn 1ts calcul at t o ns of used and us "Ll plant, PCUC 
incl uded a n allowance f o r fire dema nd . PCUC sla tes tha t he 
ftre demand al l owed in i s last rate case wa s 1~00 gpm f o r f o ur 
hour s . PCUC is reque~Ltng a h1gher demand in thi s case to 
prov ide for f1re 'de111ands in commercial areas as well as 
restdential area::.. ~lt ness Guastella explatns that he used a n 
estimated ftre demand which is s ignifi can ly l owe r than the 
demands ac ually e xper t enced in he 198~ fore~t Ctres. 

OPC Hques that he i nclusion o ( a n >llowancc to r fire 
demand over;;;t 1Les the used and usetul porttons o f sou rce 0 1 

suP p 1 y t.1 n d 1 e a men t l a c 1 1 i t 1 e s . 0 PC w t L n e s s P clr r1 s h a c c e p L s 
the uttltty' .:. rire demand o f 600,000 gpd; ho\"ever , he believes 
that ti1e demand ~hould be met from s t o rage, and no t from 
sou r ce o f supply o r reatment fac lli ies . He argues hat it ts 
unlikPly t; ha l Ltre will occur on a day of ma xunurn demand , J r 
th 1t tire demilnd s o tage would ne,'d o bt' replen tshed o n rhe 
maximum day ol plant em nd. 

?"3 
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Witness Guastel l a tes ified l h al fi r e demands for this 
utility are mel b y all components of the s y stem . He explained 
that sto r age and t r eatment are designecl to meet fire demands 
and t hat both are necessary to mai n tai n demands throughout the 
s y stem . He also reported t hat t h e water provided lo the s y stem 
ts all lime softened and t hat , befo r e i t can be used to fill 
the s t orage tank s , t he wate r mu s be produced from t he wells 
and pass t hro ugh t he t re:~tme n t CJCle . Therefore . accordi ng to 
PCUC , this p r oduction and t r eatment capacit y mu st be i ncl uded 
tn fire demand for the purpose of calculat1ng used and useful 
plant. 

Because we a r e u ncomfo r tilole speculating about the 
likelihood of a fire occurr1 ng o n the day of maximum demand, we 
tind that the 1nclusion of fi r e demand of 2,000 gpm, for fi v e 
hours . does no overstate the used and useful calcu lations for 
soutce or s u pply and treatment plant facilities. 

Cap~cil y of Sto r age Facilities 

ore believes that PCUC has ovetstated Lhe used and useful 
pe r centage for storage plan t faci l ities due Lo misstatement of 
the capoc1ty ot the storage facilllies and of the> equalization 
demand. OPC w1tness P~rcish argues that PCUC ' s c l earwell 
should be included in total storage, which taises total storage 
to 2 , 391,500 gdllons , as compared to PCUC's calculation of 
2 , 150, 000 gallons o f total storage . Mr. Partish ulso did not 
t nc lude a margin reserve allowa nce in his calcula ions . 

PCUC witness Guas ella stated that the cle.-,rwell is part 
of t he operating tunc ion oC the plant and s hou l d not, 
t herefore , be relied upon for stor age . He also not0d t hat this 
1s the conclusion r eached by this Commisston i n PCUC ' s last 
rate case. Accord i ng to PCUC , he L t ea ed water is fi 1 ered , 
col l ects i n the cleatwell, is pumped to s orage . and t h en by 
hiqh service pumps to the s y stem . Water i n the clearwell is 
no t av a1 t able to Lhe sys em until it ente r s the storage tanks . 

Based upon 
.~bove, t;P lind 
lncluded in th 

he evidence of reco 1d and 
lhJl the clearwell capaci y 

olal sto r age capacity. 

he discussion 
should nol be 

I 

I 

I 
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Used and Useful Water Plan 

The following table represents PCUC · s 
regarding the percentaqes of water plan 
useful, and the percentages that w~ Ctnd 
putposc of this proceeding. 

Wate r PlC!_n 

Intangible Plant 
Source oi Supply 
Water Treatment Plant 
Storage (Accts. 303, 304, 330) 
Ha11s (Acct. 331) 
Ma1ns , refunded (Accl. 131) 
Scrv1ccs (Acct . 333) 
to1eter s & Insta 11. (Acct. 334) 
Mi scell .... noous (Ace . 339) 
Hydrants (Acct . 33S) 
General Plant (Accts. 304 , 340) 
All other accounts 

PCUC { 1) 

100 \ 
100 
100 
70.' 
23 .7 

100 
92.6 

100 
100 
59.9 
66 . 1 

100 

(1) Includes margtn reserve of 25 . 2\ 
(2) Composite 

and OPC ' s positions 
that arc us(d and 

Jpp t opttatc for the 

COI·tM ISS I ON 
OPC ~PPROVI·O 

100 \ 100 • 1> 

77 . 8 100 
67 .2 89 
55.4 67 
18.9 22 . 1 ( 2) 

100 100 
7·1. 0 86 

100 100 
100 100 

59 . ) 59 . 9 
66. l 66 . l 

100 100 

PCUC petfocmed an extensive us"d a nd usetul a nalysts fot 
its water plant accounts. For h<:> most par , the utili y 
emp loyed the same met hodo 1 og 1 es us •d 1 n i s lds t r a tc cast>. 
T he differences th1s time are a greaLC'r in-plant se a ll owance 
fo r the wa er rca mcnt plant, a qrea cr allowance for fue 
demand, and a marg1n reserv .. calcula 10n based upon the last 
five y ears tnstead of the last hrec yeats. As previously 
d1scusscd , w~ hav~ adjus eo PCUC ' s ma r qin reserve to ret lect an 
a v erage o t th raw nurnber o t ERCs added per year rather han an 
average ol the pcrcen ages of growt h tor each y ear . 

0 PC · " C" 1 1 c u 1 a 1 on s o t used and use f u 1 w a e r p 1 an L ex c 1 u de 
any marc}ln tC'Se t vc o r any a llowance Cot fire dema nd 'or the 
wC'Lls <Jnd t catmt.•nt plant. As discussed mo re fully .1bovr, we 
h ave tcjucLPd OPC ' s pos1t1on s regarding both fire demand and 
ma t gtn ft"servc. 
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In its calculations of used and useful water treatment 
plant, PCUC adju!>ted the ratr>d capacity of the plant by 10 
percent (600,000 gpd) to allow for i"l-plant uses. \·lltness 
Guastella stated that, for used and useful purposes , usirg IJO 
percent of the plant capacity, thereby allowing 10 Pl:rcent tor 
in-plant use, is conservative and provides ampl • cushton for 
any instantaneous need to operate the plant in excess o t tts 
rated capacity. In support ot t h1s position, t-1•. Guastella 
cited Docket No. 850600-WS, the application of St. Augustine 
Shores Utilities, a Division of United FloCida IJ illties 
Corporation, for an increase in water and sewer rates 1n St . 
Johns County, and Docket No. 850151-WS, the applicatton o( 
Marco Island Utilities, a Division of Deltona Utllities , Inc, 
tor an increase 1n wate r and sewer rates in Collier County, as 
two instances i.n which this Commi ssion applt ed a 90 percent 
factor t.:> rated capactty. In its brief, PCUC also ctted he 
St. Augustine Shores Utilities case as support tor the 90 
percent factor. 

I 

We have reviewed the above-referenced o t ders, and have I 
found no reference to any plant factot in etther o C the 
o rder s . In the St . Augustine Shores Utili ies case, we did 
recognize that some watec was required Cor · n-plant u se , 
however, we made no specific reference to any numettcal 
factor. In the t-1atco Island Utlltties cdse, we Cind no mention 
of any allowance Cor in-plant use, much less any re(erence to a 
plant factor. Nevertheless , we agree with wttness Guastella 
t hat using 90 percent of the rated capacity as us~ble capacity 
provides ample cushion . 

Based upon the evidence of record and our discussion above, 
we fi nd that t he appropriate percentages of used and useful 
water p 1 ant a r P · as set forth in the tab 1 e above . 
Notwi hstanding our accep ance of the 90 percent factor, 
however, we have some lingering concerns regarding the in-plant 
use and 1 s allocation to specific uses. We believe, 
t herefore , tha betore PCUC files for another rate increase , it 
should h ave at least twelve months of accurate data, metered 
where possible, regarding : 

l. \n-plant use that enters he sewer s y stem, such as 
laboratory and restroom use; 

2. water used for chemical feed, such as lime slaking o r 
chl0rination; I 

3. plant filter backwashing; 
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·1. recirculated water, such as the decant f£"om the sludge 
blowoffs and filter back~ashing; 

5. tn-plant use ustng treated water Lhdl is noc 
rec1 rculaled and does no enlet Lhe sewer system, such 
as irrigating Lhe grounds su c rounding Lhe plant; 

6. any o ther plant use nol rn nl ioned above , Jnd; 
I. hydr ant flow records showing Lhe quant.ity ot water 

flushed, identif1ed by hy dtant number 0 1 address, 
including whether the hydrant is lora ed on a used and 
useful main . 

Used and Useful Wastewat r Plant 

The tollowtng able represents PCUC's and OPC'-; pos1t1ons 
regarding the perc~ntagcs of wastewaLLt plant that ar~ used and 
usctul, wd the percentages that we f1nd appropriate tor the 
purpose ot his pcoceeding. 

Wast water Plant 

intangible Plant 
Pumptng Planl 
Treatment Plan 
Collection & lnterccptots 
Structures, Acct. 354 
Col 1 . Ha i n, Ace t . 3 6 1 
Serv1ce;, Acct. 363 
General Plant , Accts. 304 , 340 
All o ther accounts 

PCUC ( 1) 

100 " 
27 . 0 

100 

100 
29.6 
29 .9 
62.1 

100 

(1) Includes margin r serve of 23.3\ 
(2) Composite 

OPC 

100 % 
27.0 
76 . 9 

100 
25.0 
2 tl • 2 
62 . 1 

100 

C01"1M ISS I ON 
APPROVED 

100 " 
25 
87 

100 
27 . 9 (2) 
29 
62. 1 

100 

PCUC pertormed an extensive used and usetul analysis tor 
the wastewater plant accounts . For he most part. the utilitr 
employed he same methodologtes used in i s last rate case. In 
preparing its wastewater analysts , PCUC made every attempt to 
remai n cons1stent with our decision in its last rate case . 

OPC madP. an ndjustment to the utiltty's calculat1ons to 
di~allow ma rgin reserve . 0 her than th1~ , OPC s uggested no 
Cur her c djustmen s . As addressed under our discusston o t that 
is!>ue, we believe hat a ma rqtn resern~ ts apptopriate and 
havt>, t-hetetore, re)ec ed OPC adjus nent. 

2'17 
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As also addressed under our discuss1on of that issue , '"'e 
h~ve adjus ed PCuC's proposed macg1n reserve to teflec an 
av~ r age of the raw numbct o f ERCs added prr yeat rather than an 
ave r ag~ of the percen ages of growth l or each year. 

Bdsed upon he evidence o f reco rd and the adJustmen t s 
cllscussed above, we ftnd that the app r oprtate percentages of 
used and useful wastewater plant are as se t forth i n the table 
dbovc. 

Capitalizatton of Re£a~ 

OPC w1tness De\'.lard sugges ed that the plant in service 
.IC;cou n may be signiticanlly overstated beccwse "[t ]he Utlltty 
appears o have followed a practice of capitol1z1ng items which 
normdll y would be e x p nseo.·· t1r. OeWorrl was evtdently 
referring to .,a rious schedules and workotders attached to his 
preflled testimony that suggest that certa1n repaus ma y h ave 
been capitaltzed . In order to " adequately analyze plant 
oiddition:s," wi ·ness DeWard tndtcated t hd t he '"'ould need to 
ccvu:w all 01 PCUC's Con inuing Propc tty Rec o cd5 {CPRs) and 
ob a 1n original copies o f suppo r ting docurrenlat1on. In tts 
br1et, OPC con ends that " (w]1thout adequate time to review the 
tecocds, 1t is tmposs1blc to quantt(y the dollar amount of 
repair items improperl y capitalized. " 

In h1s rP.buttdl testimony, '"' itne:.s Guastella explained that 
some of the records used by witness DeWard as evidence of 
cap1 allzcd r•pair co:sl5 is CPR detail concer ning thP $ 2 . 5 
m1llton repair program or thr mld-1970 ' s, which ~ tte r i ~ 

d1scussed mo r P full y hert:undcr. PCUC con tends t ha t the 
Corrun1ssion was tully inforrn•d about and accepted the accounting 

rea men c1ff :>rdcd this repai 1 work, and hat h1s does not 
represen a r ~u 1ne pa tern of capitalizing repatt 
expcndi ures . Hr. Guasl"'lla fu r her tespondcd to f1r. DeWard's 
apparcn relianc on wo con racts as ev t dence of improper 
accounting . The firat con t ac conce rns e xpend i ures celatcd 
:..o he rc irement: o t. sewer ltnc , regard 1ng which f1r. 
Guas t!llt t~st1 t icd hdt the utilit y tollow .. d prope r accounting 
t reatmr.nta. The second con rae was p'l r t H lhe $ 2.5 mill ion 
repair prog r am . 

PCUC ' -; boo ks ,1 Jld reeo1ds hav"' been audtted by th i S 
<.'onvni :;::. i o n 1n Pach ot PCUC ' •.> four prior tat .. proceedings. Mr . 
Guas e 11 c) a r gu ,d that he,:,e p r 1 o 1 audi !> did not ··ret lee Jny 

vers atcrnent Ot ong 11 ) 1 plant const cu e; ton costs. .. In 

I 

I 
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addit1on, a revtew of our prior PCUC orders confirms that here 
were no disallowancPs of " improperly" capitalized repair costs 
1n those prior proceedings. Mr. Guastella Cur her repo rted 
that audits by PCUC ' s account:1ng firm, Arthur Andersen & Co ., 
dtd not reflect any overstatcmPnL of plant construction costs. 

Under cross e x am1na ion, Mt. De~Jard admitted that his 
examt nal ion d1d n o tncludc a tevtcw of PCUC ' s published and 
audited flnanctal repor s . Hr. DeWard indtcated Lhat he had no 
reason to doubt t hat PCUC's o utside aud itors were qualified to 
ceudet an opinion on the ut1lity ' s financtal statements. ~r. 

DeWard reported hal, if he were performing a follow-up audit, 
he would Lyptcall y rely o n a ptiot audit opinion. Wilh respect 
to aud i t work, Mr. DeWard a l so agreed that tl 1s not necessary 
to examtne every tnvotce 1nd every check tor assurance that 
supporting documentation is available. However, Mr. DeWard 
disagreed that an ou s1de audit would support PCUC ' s conlenlton 
~hat its reported plant i nves ments were adequately 
documented . By way of explanation , Mr. DeWard stated thdt , 

Yes, perhaps the numbe t s are there, pethaps 
amounts w(;re paid. We ace looking at a rate ca:s" 
s llinq whctc we are de crmintng whether things 
are prudently incurred, whethct they are 
captlallzinQ i ems they shouldn 't be. We arc 
looking a an enllrel y dif f erent si uation th<Jn 
h rein the audtt•d ftndncial statements . 

t-1r. D•Ward dl~o tndtcated Lnat, whtl• he "numb rs u1ghl be 
tine," he 1o~as concerned wi h used and us t td matters, tssucs of 
prudence, and tn overall poltcy ot capttolizat:ion. He als:> 
tndtca ed that his in eres could involve matters whit.h migh 
not be constdered :natenal in terrns of the ovctall f1nanctal 
repor . 

We do not believe thal OPC ' s con en ion ha~ PCUC has 
rou tnely capitulized tepatr tterns ts suppor ed by Lhe record. 
Mr. DeW<ncJ dppears o h ve misu ndtHstood the charac er o t thl .. 
tec0tds '..Jhtch he con end::. ->how an improper capttalizalton 'Jt 
u•p<Jlr costs. PCUC':; books and records hav• been revil•we by 
ho h his <.:ommiss1on 3nd Ar hur Anderson b Co. . and no 
1nappropri te capi'"alt~a 10n of repatr costs has evet bel:n 
deL .. ct:•d. Accordingly, based upon he evidence of record and 

he <.liscu~!>ton above, we find LhaL rate bas • is not oversldted 
due o tmproper capt ~ltza ton of repatr costs . 
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AFUDC and Overhead Charges 

In its brief, OPC argues that PCUC failed to provtde any 
mean1 ngful d ocumen a 10n to support 1ts capt~"ali7.ed allowance 
r or (u'1ds used durlng const rucllon (AfUDC) and overhead 
charges. OPC contends hat return o n equity should be reducc>d 
by 100 basts potnts as a penalty for PCUC's ta1lute Lo provide 
meantngful information. 

Utility witness Guas ella es ified hat f4r . OeWard 1nd 
othet rcpresenlaltves o t OPC v1s1ted PCUC's off1ces durtng he 
week of ·1ay 22, 1989, and while there , asked for and recetvcd 
docurr.ent.:at1on of 131 1tems, including overhead , from PCUC ' s CPR 
s ystem. Mr. Guastella furthc>r t.:csttfied that OPC ncvet 
i ntorm"d PCUC that its su ppo rt i ng docurncnla ton for th • 
sel ected items wa~ inadequate. He furthLr refers to pttJt 
Commis~ion and 1ndependent aud1tor review of PCUC's records as 
~~\"t. dcnce that conslruclton costs wt•re properly recorded. 

Bnscd upon the evtdence o r record, we cannot t tnd Lha 
pldnt.-tn-servLcc 1s overstated due to any 1 n d p prop 1 1 a L •' 
caplt.<~l i?..a ion nr AFUDC and overhcild charql'~. 

Ori~tnal Source Documen dtion 

OPC contt'nd.;; that PCUC has failed o support.: i ls repot ted 
plan balancP by ptovJdtng o nginal source documPntaLton . OPC 
recomnPnds reducing PCUC's relutn on equ1ty by 100 basts points 
as • corresponding penalty. 

In his pt ~tiled cst;imony, WL ness DeWard 1ndica Led thal. 
unless he was able to review all of PCUC ' s orig 1ndl cost 
documents, it would·bc impossible for h1m to adequately a,dlyze 
p lan addtltonc;. :1r. neward also estifled that he would wan 

o examine original contracts and invoice~ on " eve1 ything . " 

This Comrni~,o;ton hu; audited Lhe utility's books and recotd~, 

in each of PCUC's previous rate proceed1nqs . Its books and 
records are • lso 1udt cd by Ar hur Ander sen & Co. t or he 
purpose ot· rendnr1nq an aud1 opt nt on . No errors ::n any 
.,ateC1al nat'\HC have ever been repocted or detec ed . In tact, 
undet cross ~xal"anallon, r-tr. oewacd seemed Lo agree, although 
teluctanlly , that docum~nLalion to ... uppo r t plant balances had 
been revtPwed by PCUC's ou s1de uditors. 

I 

I 

I 
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Ba :> "'U 
'.-II' t i nd 
bo th o 
s uppor 

upon he d1scuss1on above and the ev1dence of record, 
h·'lt adequate source docurnantal10n has been provtded 
his Conunission and the utiltty's ou sid,.. auditors to 

r,por od plan investments. 

Ca~italized Rc..E_atr/Rcolacc:>mt'n Costs 

During the 1970s, a s1gnificant lltuunt of deft:•c tv• plant 
was allegedly construe ed. As a resul , PCUC apparently had to 
rt>p<Ji r and/or conplete a subst an ia I por ion o t ht.. plant:. 
Some of the costs incurred 1n hi=> repatl proqr;u were 
<:<ipttalized o n PCUC's books . The rt.!rndtnd'r ot ht~ cos s ·.-~ere 

tteatcd as an extraordinary property lo .• s , wnich loss has been 
amort1zcd f o r approximatel y twn ycdrs . 

"fh!Consideratl Jn " of Ptcvious Dec1sions 

PCUC argues t hat we thoroughly exoJmtnccJ t:he repa1r program 
nd .lppro•,ed Pcuc · s reatment of the costs Lhetetrorn in the 

u 1liLy's tirst r6te proceeding befor• hts Commission . PCUC 
1rQuv~ thd no new tnformation regarding lhe repair progtam has 
bt)en br Juqht o light dunng thts p t occed1ng , and tha He 
r.hould nJr, herefore, make an) adJUS menl.> to tls pl:tnl or 
expl.!ns • lC counts . 

OFC contends that we were never truly tntorm•cl ciS to the 
nctl:urc Ot he extent of the problem . OPC belt vcs hal it has 
btough ll'H infou"~'a 1 >n to out ~ttention dunnq his proct eding 
which s hows Unt he con,truc ion of th• l.>Clgtnal Jctl.!ctive 
plan wns ••itht•r cau c>d by Qr facili at•d by PCUC ard/or its 
atttltc~ es. Accordingly. OPC argues tht~t 111 costs Lt. tcpa1r 
and/or compte" the det~c 1ve plant >hould be t;orrw '1y the 
u ili y and not the ratepayers . 

en its fits rat.e cc~se, by letter dated October 30 , 1980 , 
PCUC ·,pc..•c tt icall y r~qt.•s ed t-ha W" approve a .£9130,000 
ex rao rdtnary loss accoun , the "expPnsc" poe ion < t he repa1 r 
program. fhc utili y·s letter did no , however, tndica e ha t 
.1pprox1m<l ely $1. 5 mtll i o n had also b •"'n added o the plant 

c:cotHl s for "complt!tt• n" ·.-~o rk p,rt o r mcd durtng ~he sarne 
p•riod. PCUC wttness Guastella neve r heless tcstiticd that 
th1s le e r brought ·he matltH to t.hl<> Conunission ' s attention . 

Mt . 
:1a rshall 
ISS iqn . d 

Gu<JS e 1 a lso 
De etdinq, 
o PCUC ' s 1 i r s 

referred o ht! tcst i.nony o t Mr. F . 
tormer Commissio.t employee who w.1s 
tate proceedinq betot~ the Cowml~iion, 

211 
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in PCUC ' s las rate case. In lha proceeding , Mr. De erding 
esltfied that " I loo~ed at d ocument s o assute myself that the 

loss they were requesting lo arnot 1~e was a reasonJble thing to 
pass o n to customers." (Emphasis added) He also testified that 
"I ceca 11 the company requcs led. I rev i cwed i l , I ana 1 yzed i 
I asked for 1nformallon on 1L and made a decision 'haL was 
appropriate." (Emphasis added) He further testified that " I 
had c ertainly come Lo the conclus1un Lhat Lhe Utility was not 
at fault and it acted pruden ly ." (EmphasiS added) After 
h H1ng Mt. Deterding ' s testimony in PCUC ' s last tate cas<', we 
L >und that, wh1le he did establish that amorttzatt '>n o( lh • 
~~x· raordin.Hy loss was allowed 1n PCUC's first rate case, Mr . 
De etdinq 'o'Jas un1nformed about many o r he underlying tac s 
concern1 ng the subJec t. 

PCUC ' s first rate proceeding before h1s Commisston wa s 
initially ass1gned lo a Diviston of Admintslrallve Heartngs 
he ring o ff1cer. Mr. Deterding was a wi ness 1n that case. 

I 

,\1 ho u<Jh an accounting schedule was attached to t-1r. De erd1ng's I 
tcsc.:imony , the <)mounts identified as test year amorlizalion ot 
the r::xtr J 'Hdinary loss were onl y $954 for water and $769 f or 
\.Jclstewater. Sint..:e this was a n immaterial amou n t, and s1nce Mt. 
De c1dinCJ had already assured hlm.;el f that PCUC had not acted 
impt Jden ly and that its proposed treatment was appropnate , it 
doc~ not appcJt that that he $2 . 5 millton in repairs to 
dcrcc 1ve plan •,1as C'ler btought to the attention o f e1thcr the 
twar1ng o tttcet H this Comm 1s;:;ion. In fact, this i::. born~ ouL 
by he tinal ?rde r in that case, Order No. 10463 , issued 
Dt."Cl'lllU'r 18 , 1981 , which makes no mention o f ~ 1Lher the 
C"xLraord1nary proper y loss o r any p r ov 1sion relat ng to he 
$1.5 m1l l1 o n amount added to planl. 

Based upo n t-he evidence and out dtscussion above, we ftnd 
lha hts Comnussion was never fully informed about the nature 
or ~he ~x en of he defective plant and he subsequent repa1r 
program. 

In tts brier, OPC argues that detcct1ve work ma y have 
occurred because o r a Federal Trade Commission (FTC) re'llew o t: 
ITT Commun1 y Development Corporation' s (£CDC ' s) sales 
ptac tees and because ICDC had lo p l ace permanent retetence 

t<'quit "mPn s o r Chapters 177 Jnd 380 , Florida SLa ut~s. OPC 
rn.Hkers by Ju.y 1, 1973, in o rdec o avoid cer ain unspccitied I 
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admits , howev~r. that it is not 
any gover nmental body against 
v1olat1ons of these statutes. 

aware 
rene 

of an y 
due 

ac ton 
o any 

a ken by 
tlllcged 

Next, OPC contends that ITT , the parent comp.,ny .)t both 
ICDC and PCl!C, imprudently caused Lhe defectt•le cons rue ton 
work " in orde r to keep up with the promises o( 1ts aqgressive 
and success ful markettng campaign • o sell lots , to attempt to 
avo1d possible FTC sanct1on s and to avoid cos ly dnd time 
ronsum1ng governmental land development and envt r o nmental 
regulat.1on ." In support of its arguments , OPC rel·es almost 
exclusively on " Cittzens ' Recommendation Concerning N1ne 
Rcmaintng Issues" (C1tizens' Recommendation), which was tllcd 
by OPC in the 1nvestigation docket, and the my11ad of 
at achmenls to that document. 

At he hearing, PCUC objec cd to Cltizens · Recomf'lendaLJon 
• s beinq legal argument rathet than testimony . vJe agreed 1nd, 
on that basts , we excluded the narrative portion of that 
documl'll ftorn he record . PCUC also objected Lo v irtually all 
ot the attachrnen s Lo that document , with the e xception of 
Atlachrnl;nL 0, which WcJS already included i n t he reco t d. After 
h1•o~ting the .Hgumenls of PC'UC and OPC regarding Lhe 
adm1ssibililr ot lhe variou~ attachments , we declined to adm1L 
Attachments F and U, and e xcluded Attachments. subject to the 
s 11 brn 1 s > 1 o n o f l u r L he r i n f o r m a L i o n c e g cJ r d i n g 1 L s c e l c v a n c-e . 
Such tntorrnation wa ... not subsequentl y presented. w~ admil!ed 
Attachments G, H, and l, which are documents ftled by ICDC and 
PCUC tn a numler of consolidated civi 1 ptocccdin c; ut ising ou 
of the alleged taulty construction •,o~ork. Further, although we 
expressed a certain amount o t s kept.ictsm rega r ding t h~ valu~ lo 
be afforded these documents, we also admtlt.ed Attachment 0, a 
brief filed by a o ne of the parties, a defendan in 1 least 
one of the civtl actions , and Allachrnenl P, cer ain depost ion 
pages reportedly culled from those proceedings. Finally, we 
look nolt ce of At tachm "'n s Q and R, which documcn s 1ppea r to 
reflec an agreement and a dccts1on rendered by the FTC 
rcga rdtng certatn land sa les practic~s of rcoc . 

For 1ts ·argument~. OPC places great teliance upon 
Attachments 0 and P to Exh ibit 30 . we do noL believe that 
Attachment 0 , the detendant ' s brie(, is an objective analysis 
o r Lhe dLsputed facts since il appears to be intended to render 

he defendan ' s case in the most favotable light. Besides 
b~ing disorganized and octen unreadable , Attachmen P, the 
depos1t1on pages , \<~ere eviden ly chosen out o f a ~uch largel 
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poo 1. 
whose 
being 
brief 

It is often impossible to determ1ne who the deponent ts , 
attorney is asking the questions , or the sub)ec matter 
discussed. Accordtngly, we place no reltance on the 

or he deposition pages. 

In its brief, PCUC again argues the inadmissibility of the 
attachments Lo Citizens· Recommendation. Among its o ther 
arguments, PCUC contends that Attachments G, H and I to Exhibit 
30 are inadmissible as admission~ citing Sea Cabtn , _Inc . v . 
Sco t, _!!u~ Rozie ... ~rrt s, 496 So. 2d 163 {Fla. 4 h DCA 
1986). Upon consideration, we belleve that Sea Cabin stands 
for the proposition hat a statement of an individual ~ho is 
not a party to the present proceeding is 1nadmtss1ble as an 
ddmission in that proceed1ng . 

PCUC also argues that, under r!...£§ v_._Bass REn£ly_, Inc., 379 
So. 2d 710 {F!a. 4th DCA 1980), and DeLong v . Williams, 232 So. 
2d 246 {Fla. 4th DCA l 70), the documents must be prelun1narily 

I 

authenttcatcd before b tng admisstble. A readtng oc Yates and I 
Del.onCJ, however, indtca e that documents may be authenttcated 
by etthe direct or ctrcumstant1al evidence. Fur her, the 
authenticity ot At achmenls G, H and I to Exhibit 30 was nevet 
cclllccl 1nto question during the hearing. In fac , PCUC 
admitll'd hat these documrnls were i s own. Since the 
au h•n ICILY of these docu'llents was never caised, PCUC should 
not be heJrd to argu, it now; nev"tlheless, i s own admtssion 
that these documents were its own ts ol least ctrcumstdntial 
evidence ot their au~henttclly. 

PCUC fur her argues that he documents arr nadmiss~ble 
under Juste v. D~. of Hcal_th _& Rehub. Set vices, '120 So. 2d 60 
{Fla . 1st UCA 1988), U_!ltverst y o t Nor h Florid.1 v. 
Un~p l.Q.Y.mCn A_pE_etiLComrn iss iQ!}, 4 4 5 So . 2d l 062 { F 1 a. 1 s L DCA 
1984), and Q_uic~_Slale , '150 So.2d 880 (Fla 4th uCA 1984), 
because OPC failed to have a records custodian lay a (Hoper 
predicate. However, we do not belteve thdl hese cases are 
persuastv& stnce Jus e and Qu1ck concern business records and 
Univer~tty of lllorth - Flondaconcerns public records. As 
.Jlready ment1oned, PCUC dtd not deny hal these documen s weeP, 
1n tact, 1ts own. Act:ordlnqly, we t1nd that· a propet ptedtcale 
has been laid. 

Undet Sec ion 90.803 ( 18), Florida Statutes, admisstons of u 
par y H a rt>ptcsentaltvc, .Jgent or servant of Lhe p.1r Y dCc I 
dmi~s1ble iQJlnSt the par y. Contrary to the postlion 

espo sed by PCUC, h1s tncludes adm1ss'ons made by th• party's 
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attorney(-;) . Pc!Yton Health Care Facilities , Inc. v. Estle of 
Canpbell, l97 So. 2d . 1233, 1238 (Fla. 2d DCA 1986), revtew 
dented 500 So . 2d 5 45 (1986) (complaint filed 1n ~eparale 

1c 10n), and Un1 ed States v . McKeon , 738 F. 2d 26 , 30-33 (2d 
Cir . 1984) (allorney~open1ng ':ilaturnent). 

The following statements hdve been dtawn ftom Allachmcnl s G 
and I to Exhibi 30. 

Plaint1ffs, ITT COMMUHITY CORPORATION and PALl·! 
COAST UTILITIES CORPORATION {heteaf er referred lo 
JS !CDC and PSU respecl1vely) have su((erPcl 
comprnsatory damages as a result of a 
pat l'rn ot fraud and dishonesty o n he part of 
John Barton, Dan1el Cooper , and C . D . Lowery 
o l Lowrey Bro hers . 
(Exhibit 30, Attachment G, Page 1) 

While setvlnCj aS !CDC's chiet enCjliH~CI and ICDC"s 
(HOJ •ct UtrPCtor, C1 r . Bar :> n and t·1r. Cooper, 
li.!S(> c tvely, were rcspon~1blt> fo r neooltaling 
constructtcn contrac s '"1 h the vat1ous 
co11 ltJCt.ors, 4jnd were charged with the du y o t" 
prormrly ovt~tSt!Ct llCJ he inspec ion, su('ervtsion 
il n cl a p p r o '' 1 1 o f l h • q u ; I i l y a n cJ q u " 11 1 l y o l l he 
woak donr on the prOJCC . They also had lh • 
respon ... tbi llty for approving Lh' contractors· 
payment; or draw requests. 

Ins cad ot cnrr ying oul lh't r dut IPS prop.:rly, 
both men ~nowi ngl y per :r1 t ec.J the con r 1 ·t r s o 
vto'a e 
provide 
pert nm 
benet it 
damages 

..1nd ignore contrac speci t JCdlt•ns , o 
~ub dndatd matertals and otherw1~e o 
in ... uch a way as o obtain subst 'ltial 
f r hem~clv<:>s nd o inrlic heavy 

upon pl.1in tft,;. 

No o nly Jtd Bart.on . nd Coope r cove r -up such 
fr.1udulen ~nd tllegaJ acltvi ies, bul 1n foe , 
lhcy ta<;Llttat'-•d lh' trnud by tittnq employees who 
lned o complatn of such .1c tv1l1es and , as 
no ed, ,,c lually participated in he scheme by 
laking ki ckbacks and ot het payments from the> 
contractor5. 
(Fxllibit 30, At achmcn " G" , Paqe 2 ) 
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Preliminary studies prepared by engtnecrs 
indicated thal there •..terc signtficant detec s 1nd 
defic1enc1es in the wock which had been done by 
Lowery Brothers, Inc . Accordingl y. he 
engtneers made delai led and comprehens1ve 
invPstigal ions in o such work. These 
1nvesL1gaLio ns have shown Lhal Lhere were in facl 
sectous def1c1enctes 1n h~' Palm Coast . sewer 
and water systems caused by breaches O l 

contract on the parl o f these con ractors. In 
additton, .. hese conlrac o ts, 1n certa1n tns ances, 
wece paid t~r work tha was never petformed. 

Plain iffs are asser ing 
dishonesty of John Barton 

he construction defec s 
ha·.rt:: been found 

ha 
and 

and 

(Fxhibit 30, Attachment " I ") 

the fraud and 
Dan Cooper caused 
deft ~iencies whtch 

I 

Bas eel upon t:he above adm1 ss 1 ons by ICDC and PCUC, we L i ncl I 
hat water nd was ewatcr plant was detccltvely c o nstrue ed du• 
o contt.tctors· breacht s of conlrclcts and that hese btcJch s 

~1cre caused or made poss1bh: by the fraud and dtshones y of 
t•mp loyecs o f ICDC and h ·1 L, as a resu 1 , i wa s nece::.sa ry 1 or 
ICUC to pe t form e x ensite repdjrs to the facililtes. w ... do not 
lind that the repair ptogram wus imptudent ; however . we f1nd 
t hat the repa1r program was neces .. italt::d by the imprudent 
construe 10n of he origi nal plan . 1-ur her , we do nol believe 
Lhat PCUC"s ratepayers should have to pa y a reL .. ut on both the 
orig inal cos of the plant as w~ll as the costs tncurred t) 
r•~pair i Accordingly, we ttnd ha .;~11 of the costs tela •d 
Lo the repail o r the defec tve ·.-~a er and wast -la et plan 
should be removed from Pcuc · s plant and expense accoun•s. 

Cos 

In 1 s br1et, OPC also a tempted to quan tty the total 
cos ts tncurrt.!d .. ) rep.lir he defecttvc plant. OPC argues hat 
Attachments G, H Jntl I o Exhibit 30 s uggest hal the t-otal 
cost ot he rcpatts •..ttS .:£2, 571,000. Howev·er, OPC Jlso con ends 
Lha t he extent •H th .... pr o b 1 em may be much g reaLer 1s ev 1 de need 
by excessive unaccoun t>d-for water and infil ratlOrL OPC also 
b lteves tha 37.93 petcenl o C ccr ain engineering cos t s, 
in-hou::H' c;os s , l•gal ~xpl•n.,es dnd Jlleged kickbacks should be I 
~dd•d o the actual damages cl~im~d. 
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Witness Guastella dtsagreed w1th OPC ' s allegation that: 

t here were obvtous problems in PCUC's water anu wast~wa er 

s ystems due to "excesstve " unaccounted for water and 

tnflltration . Mr . Guas ella tes 111ed tha the levels o t 

t. naccounted for wat.er and infiltration are reasonable. Mr. 

Guastella also testitied Lhal the amount booked by PCUC did not 

i nclude anv pro visions for kickbacks, legal fees, .:>r o het 

o verhead charges . ln add1Lion , t-1r. Guastella esL1fied tha 

many ot Lhe cos s of the rPptit r program were actually 

completton costs and that they are, hetef o te , properly 

i ncluded 1n plan in service. 

As fot Mr. Guas ella's distinction between repau .1 nd 

comple ion costs, OPC argues hal the allocation was 

arbi tta11ly made, based upon wheth"r Lhe watet and wastew.llur 

s ys ems had been act1vated tn hr patltcular seclton dnd 

wtthoul regard to the characLet of the work dctually 

performed . OPC's argument appears persuasive. In Attacnment I 

to Exhiblt 30, PCUC and !CDC attempted to describe and qudntiry 

the detects in the water and wastewilLer s y stems. AttachmL•n I 

does no :lppl"<H o iden i fy any new construction llher thdn he 

compte 1on of plant p. 1d for but not performed by the or igina 1 

contractors. In addi 1vn, according to Lhe record reveal s , 

there wa., apparently no at erpl to dtstingursh bclwecn rcpa1t 

expendi ure and n ~w con~truction costs whtle Lhe work was 

dCtually being p.!tfHrt1tJ. t·1os l of he work, in fact, 3ppt.!ars 

Lobe related to repair~. Accordingl y, we f1nd r..,r. Guastella's 

dtst1nctton be ween c •pate and completion cost::; t o bP or 

limi ed service . 

Based up n the evidence o f reco r d, ·.-~e tind haL the total 

cos ot the repair program was $2,519 ,030. The dnoun Chdtged 

to the extraord1nary loss account was $983,230. The amoun 

charged ·o plcHll 1s sub)ec to us~d and useful ddjustments. 

Therctote, a d1v1:..ion o f the captlalized porlton among pt 1ma1y 
plant dccoun s is necessary to make hP approprtale 

correcttons. A calcula ion of he amount o t accumulated 

deprcctdlion tor he c;, pi alizC'd potllon of the repair p r ogr.Jm 

t s llso ne~dcd tor hrs 1djuslmcn We have used 1979 t:o 

t•s lblish th dCcumula ed deprec1ation account. Af er · 

llloca 1ng ht' plant portJon between t he wat r and was ewoJ er 

d1v1sions Jnd amonq Lhe var1ous pr1mary accounts, the ne 

reduc 10n to plant 1n service is $329,340 Cor wate1 and 

$817,266 for wastewater. After applytng the approptia e used 

tnd userul pctcentl<Je:, •-1e t ind hal the appropr1ate net 

t •due ions o rate btst.. .:1re $87,941 t o r water and $235,b2l for 
h'<1S CWdtCr. 

?17 
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Of(se.J:. O( Insur.!!!.f.e Se t lerncnt 

Finally, OPC argues that a po rt1on o f the costs incurred to 
repair and/or replace the defective plant should be offset by a 
$2.000,000 settlement fr om ICDC ' s insurance carr1er . The 
record 1ndicates that TCDC ' s insurer pa1d ICDC $2,000,000 for 
payment of legal fees. Since it appears thal h1s settlement 
was only for legal costs , we f1nd that the reco rd does not 
support OPC ' s proposed of fsetting adjus ment. 

Used and Useful Provis1 o n Cor CIAC 

On December 4, 1989, PCUC served _., res pu n se '.O t1 Stafl 
tequest Cor adm1ssi o n concerntng different used and useful 
rati os applied o an .$8 5,000 conlttbution o f land (beachfron 
tank s1t ~) and its offset 1ng con• ribu ion,-.n did-of-
construe ion (CIAC) accoun . P<.'UC clgrecd : hat, applytnq 1 s 
requcs cd 70 . 2 percen t used and us('(ul rati o to the bcacht ron' 

I 

• ~nk s1te would result in • $30, 10'1 1ncrease to CIAC and that. I 
:;tJCh n •id)us men t wa s appr o pr1a c. OPC agrees ~ hat the u sed 
utd us ful CIA~ provt s t o n s ho uld be 1ncreased. we also aqtce. 

A<.:cotCJlngly, we find it arpropriat:e o increase CIAC by $30, 404. 

~J?Uldtl on o f CIAC 

Cost o t Water Plant rnclud•d in Lo t Price 

OPC a rguc s hat we should impu t' CIAC equd I to he cnL 1 r c 
cos t o t PCUC ' s watct system because "!CDC ha s hPld u ul t o lot 
purchasers th.Jt he price of the l o included the provis1 o n o r 
water servtcc. " Mr. DeW.ud tes tfied Lhal ""he U 111 y 
established the uti ial " pccpa1d connecllon fee " tr~la ing to 
the provts1 o n O t water se rvtce at $ 50 .00." Acco rdt nq to Mr. 
Ot Ward, ICOC admi~oted claim1 ng more han $10. 8 m1ll1on 1n 
expense-. t or cos t s 5..::>ocia ted with the "Water D1s rtbuli on 
System" for ax purposps. t·1r . DeWard also a r gues that 
d1Uerent erms tCQ<.~rdtng the time for payment o t water and 
wastewater " p1cpa1d connecti o n fe•s" tn d1ffecen o ftertnq 
s atemcnts rur her suppo r hi s posit t o n . 

Wi ness Guastella tes ltu~d tha PCUC has 
de ail d reco rd s suppo Lllnq all ilmoun s o f CTAC that 
patd by 1ts cus om LS" ilnd 'hat Mr. DeWard's 
i mputatio n o t C IAC would v 1o la ' Rul~ 25 -30. 570 , 
Admtni::;tratlve Cod•, whtch; a t!S : 

"acc urate 
h ave be "ll 

p r o posed 
F'lotida I 
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(1) U the ;1moun OL CIAC hc:L'> not been record•d 
o n he u .lity's books and h"' utili y_ docs no 
submit corpet~nt substantial ev1dence as to the 
amoun ot C~AC . the amount of CIAC shdll be 
imputed to be the amount ot plant costs charged to 
the cost of land sales for tax purposes it 
ava1lablf', or the proportion of the cost oC the 
facilities and plant attributable o he Hater 
transmission and distribution and the ~ewage 

collec ion systerr. (Emphasis supplied} 

With regard to 
testified that " he 
that the conncc ton 
t:onst ructi on cos s. 

ht: wJtet connPc~ivn 

the offering statements. l-1r. Guaste 11 a 
arly offe ring statements cledrly stale 

tee ·;~as an est-1matc based upon current 
Therefore, purchasecs were on no 1ce htt 
lee was subjec to 1nrrcascs." 

In is tHil.•t. OPC tefets o wo add1 ional docun11.:n s to 
s uppoc its postlton that CIAC s hould be imputed. 1hc ttrsl 
docurncnt clPJH' <trs to b• one page frorn an eatly )ffcrinCJ 
:; c~t•nt:n • ~-~n1ch sta c>s: "The estirnated cost o f providing J 
central watt•r sys em to the properly 1s $ 50 '1,947. The CoMpany 
has gu c.:tn ePcl he cost. • loir . Guastella e .. ifi"'d hJt thdL 
:; <Jlcmcn 'Has probably the developer's way of assurtng tho lot 
pu t chaser tha uttli y services would be available and that 
cHrJngemenl:s wculd be made o assure tha uti 11 y s~tvtce would 
be uva1lable. 

The second docunwnt referenced by OPC is a por iJn of a 
report prepared by Ru .. sell & Axon. That report s • .Jtes tlaa 
"[t)he Utility had chosen not to collect a 'Tlain eY.tension fee 
trom purchasers of property prior o r1arch 1. 1'178. " Mr. 
Guastella repor ed hat the term " main ex ension (ec" could be 
con!'. tued in many wayc;, includtng paym~nt for an l xtens i on 
beyond the uLtltty's existing system . 

During cross-ex ,rninall o n about !CDC's clatmed tax 
deduction t or he wa cr dis ribu ion s ystem. f'>lr. Gudstcll c1 
reported ha he revi '""OJ docurnen s whtch tndicated ha thl'' 
deduction was for some k1nd o t resetve tor whtch a tax 
dcductton wa s not ~ermitted , Jnd that hctc Wd~ a COlt ~spondtnq 

rt•v •rsal. H' t:urthec reported that co rrespondenc.c tndicatecl 
ha t the r 'S"' rve may have been for fu ure opera 1nq costs. 

rath•t hilrl 1 cha tq for •Ha er tri1n,mlsston cJnd dt.:. 1 1but t on 
cos s . H(~ est ~lied ha t he t ,cotd • ..,as uncll"'ar about 'Hhd ht s 

2~9 
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deduction wa s intended to repr esent , bu t that he was certain 
t h at the plant was cap ttalized o n PCUC ' s books and had not been 
e xpensed for tax purposes . 

Based upon t he record , we do no t find t hat the cost o f the 
watct s y stem was tncluded in t he price of a lol. Accotdingly, 
we reject OPC's proposal that we impute additional ClAC to 
offset the cost of the water transmission and di stribution 
system. 

"Receivable " Prepaid CIAC 

Pursuant to the terms o f many of ! CDC ' s offering 
statements and l and sale s con tracts, ! CDC collects prepaid 
connec ion fees f r om ma ny o f the lot purchasers . rn addit1on . 
ICDC has allowed sorne of these lot purrhasers to pay the 
prepaid connection fee " o n time. " OPC s uggests that PCUC 
s hou l d record receivables f or all conneclion fees cu r renlly 

I 

payable to ICDC and credit its CIAC acco tdingl y. Alt hough C·1r . I 
ocwa rd recommended t hi s accounting treatmen t , he did not 
propose ant adJUStment that would affect t he u tllity · s revenue 
requirement calculation . 

PCUC contends that i t i:> not a party t o these offeri ng 
statements , tha this Com~1ssion has no juLisdtction to 
regulate offertng statemen s , a nd that the offsetting 
receivable and CIAC accounts, if r ecorded , would not affect the 
ratesetting equa ion. 

Under c r oss-exami nation, t-1r. De\I'Jard reported t11at he did 
not know of any preced ent for hi s proposed entry .elating to 
unpaid prepa1d connection fees . Mr. DeWard test1fied t ha t 
ac counting p rtncip les s uppo rt the recordation of t h 1s " valid 
receivable . " t>t r . DeWaLd admitted, however , that lot purchasers 
a re not utili t y c u stomers . He a l so admitted that t hi s 
Commission does no exe r cise any direc contr ol ove r rCDC . 

Witness Guastella testified that Co1r. DeWa r d ' s proposal is 
conttary to the pre!.ccibed accoun ing instruction s for PCUC, 
s t'"lce those 1ns r uc t 10 ns indicate t hat CIAC shou ld be recorded 
when received . Mr. Gu aste ll a also Leslitied thal t he arnounl to 
be collected cann o be ascertained with cettainty . For 
1nstance , he pain ed o ut Lhat conttac s can be ca nce l led o r o ne 
housi ng uni t nnght occupy wo l ots . He a l so testified that I 
OP{"s propose accoun tnq t teatment wo uld be an unworkable 
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proposition for financial reporting purposes. He furthct 
testified that OPC's proposed adjustment has no prac teal value 
for this proceeding. 

We agree with Mr. Guastella that the prescribed accounting 
instructions lot PCUC provide for the r eco t dation ot CIAC when 
received. Future lot owners are not cus omers of PCUC, and 
recordi ng the amount s that they have not paid to !CDC as a 
receivable on PCUC's books seems far removed from t he 
ratesetli ng concern before this Commission . In any respect, it 
docs not appear t hat Mr. DeW a rd · s proposed ad) us tmenl has any 
prac teal value in this proccedtng. Accordingly, wP re ject 
OPC's proposed treatment of recording unpaid prepatd CIAC as 
recetvables o n the utility ' s book5. 

il\isclassification of Prc£_aid CIAC 

OPC contends that prepatd CIAC for the water d1v1sion is 
aongly i nc luded in the prepatd account for the wastewater 
division , and tha an adjustment ts n~cessary . PCUC contends 
that he apparent misclassificalion is an immateri~l amoun, 
o~nd hat used and useful CIAC provistons arc not understated tn 
any case. 

PCUC has ,cknowlcdgod that, s u bsequent to filing i s MFRs, 
it identlfted $93,593 worth of non-used watet ClAC t hal is 
ref lee ted in the MFRs as nonused wa:..tewatet CIAC . The 
misclassificat t on appears to be an inadver ent tHtC'r. In any 
even , the cor recllng ad)ustmPnl would not affect the u · ed and 
useful CIAC amount for this proceeding. Thereto""" • we fiud 
that it is unnecessa ty to make any COClccling adjusUnenL fot 
the purpose of this proceeding. 

Due anq_fayable Pre a1~ CIAC 

OPC a rgue 5 t hat C lAC is unde rs ta ted because PCUC has nol 
demanded payment i n full from l CDC of a ll outstanding p r epaid 
C IAC due and payable pu r suan t to he t erms of ICOC'::; offe r tng 
sta tements. PC'UC ' s arqments are that it is not a party to 

hest' o tfering statemcn s , that tt eanno "demand payrnen " from 
ICDC , and that thts rna ter is no a constderation 1n setting 
ra es for current customers. 

Wttncss Guastella testified that !CDC collects connecti on 
te 'S from lot purchasers and trans fers thaL mt> ney Lo PCUC, buL 

ha:. there ,,, no Comrn tssi o n requtrernents rela 111g t. o such 

221 
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Mr. Guastella testtft.ed collecttons. 
arranqemcnt 
connection 

Wl th 
fees 

ICOC whereby PCUC is 
from LCOC as a means 

construction. 

thal PCUC had an 
to receive prepaid 

of funding plant 

Based upon the ev1dence of reco rd, we do not rind that Lhe 
amount of used and useful CIAC is understated because PCUC has 
not demanded payment 1n fu 11 of a 11 connection fcC's that have 
not been paid to ICOC by lot pu rcha~e r s. PCUC does not appear 
lo be a party to land sales contracts, none of which are 
included in the record, s1nce 1L is neithet the buyer or the 
seller. Pur her, we do not believe th~t the land sales 
pracltces of ICDC are prope r matters for this Comm1sston's 
constderation. Accordingly, we reject OPC's proposed treatmen . 

Interes and/or Finance Char~~ 

OPC belteves that PCUC's wastewater CIAC balance 1s 

I 

undtHS ated because PCUC has allowed ICOC to retain finance I 
chatges o r similar amounts paid by individuals who have been 
<~llowcd to pay their connect1on fees under extended payment 
terms. PCUC con ends Lh1t any interest paid to ICOC by 
individuals who recetved extended erms for payment of 
connection (CPS should be reta1ned by ICOC. PCUC further 
cont • nd ~ th.;L there is no pr<:!ccd,nt f or treating interest as 
addt tonal CIAC, and that it would be unused ClAC in any 
resp ~c . 

Witness Guastella esllfted thal homesite purchi\..,ers are 
not requtrPd to pay interest Co r future CIAC o bligations 
pursuant to the terms of heir purchase agreerents. He 
reported that the "only interest related o CIAC t hat ICOC 
recetves from homesite purchasets occurs af er the pur-hase as 
a result of purcha ers requesttng to defer the previously 
agreed upon payment of CIAC. " Mr. GuastPlla testified that 1 

was apptopriate Cor ICOC Lo re atn these tnte t est charges since 
!CDC pays PCUC guaran eed revenues for non-used plant, which 
amount 1s made larger due to the extended paymcn 
a c r angements . He also 1 nd ica ed that he knew of no preceden 
for tr aling intercs income as add1t1onal CIAC, much less 1s 
CIAC in he capttal struc urc. Duttng the hcattnq, l·1t. 
Guaslella stated Lhat exLended payment terms for conneCL'On 
charges were, o hts undcrs anding, 1nfrequcnt. 

I 
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Under cross-exam1nation, W1 
was not aware of any othe r 
cons1dcred CIAC as part o f the 
s tated hal he knew o t no other 
c lass1f ied as ClAC, altho ugh he 
this case. 

ness DevJa rd adm1 ted that he 
regu I a o ry agency hat had 
capital structu r e . He al so 

... lluati o n where 1nterest wa s 
r ecommended s uch trea mcnt in 

Based upo n t he evidence adduced at t he hcartng, we do not 
believe that OPC' s proposal o 1~clude added CIAC 1n the 
capi a l s ructure for 1nterest charges relating to extended 
pllyment: 0 1 connectton fees by lot purchasers 1s s upportable . 
The content1on t hat interest 1ncomc s hould be considered CIAC 
is apparently w1thout.: precedent. Further. !CDC's retent1o n o t 
interes charges for extending paywent condit1ons docs not 
appea r unrca~onable si nce PCUC receives greater guaranteed 
revenues from IC.OC when connect 1 o n charges are de 1 ayed. We . 
therefore, r )ecl OPC ' s proposed t rea tmcut of 1nLerest charges . 

In c rest Earned o n CIAC Trust Account 

earn~d on a preptid 
considered add1t1onal 

on the trust ~ccounl 
Lh~ trust account 

OPC con cnls t hat the tnle rt st 
co nncc ion fcc trust account should be 
CIAC . PCUC con e nds ha 1ntere:.L ear ned 
shou l d no b~ considered C I I\C 1nd tha 
rcla I.!S to unus~~d CIAC in this procct"ding. 

An dCcount titled " S~wer CIAC in Trust " appedrs o n an MFR 
schedule t1tle~ "Conttlbulions 1n Aid o f Cons~ ruc ion, Adv 1nccs 
and Accumulatt...,d Amortiza ton " . Th1 s account is apparen tly par 
of PCUC ' s CIAC balanc~. PCUC's balance s hoe also ~r ~s a cash 
account ot $~. 11'>,659 and a liabll1 y accoun of $4 . 11 6 .138 as 
of December 31, 1988, ·~hich accoun s refer to a rus t balance. 
Witness DcWard 1ncludes t he trust account in the scheo•lc which 
shows hi s proposed CIAC ptOVlSlOn for i nc lu ston i n the cap1tal 
structure. The refore , here is no appa rent dispute concc 1ning 
whether he t.:rus accoun is par o f PCUC's CIAC bJlance. 

During he hearing, witness DeW~rd tes 1f1ed ha l he could 
not c 1te a ny preced~nt wherein 1nteres income had been 
cl ssiiied as CIAC. Witness Guas ella also testu 1ed t hat he 
knew o t no precedent fO L ttcaLing interest income as CIAC. 

nas~d upon he reco rd, we do not find that intetes income 
o n he CIAC rust accoun s ho uld be trea ed as add1t1onal 
CIAC. Accordingly, we r•ject OPC's proposed adJustment . 

2?3 
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Allo~~t1on oj Accumulated Amo rtizal i~of CTAC 

In a re~ponse Loa request for admtss 1o n by Staff , PCUC 
agreed that the app r oach us~d to alloca e accumulated 
amortization of CfAC between water and wastewater in 1ts MF'Rs 
is di fferent than the approach u sed in its 1988 annual report, 
due to the amortization of speci(ic water and wastewater CIAC 
balances in 1987 and 1988 . The MFR allocation is based upon 
relat1ve water and wastewater CIAC' amount s without regard to 
timing of CIAC rece1pts. PCUC also stated that the allocation 
of CIAC amo r tization t ha t is shown i n its 1988 Annual Report is 
to~ reasonable approxi maL1on of the allocation that ~1ould have 
occurred had the method of allocation u sed for 1987 and 1988 
been used consistentl y since inception." Under cross­
examinatlon, Wi tness Guastella a l so staled, " 1 have no problem 
u s ing Lhc allocation in the annual report. " 

OPC believes that all ::tccumulated amortization related to 

I 

ClAC imputed on the margin reserve s ho uld be excluded stnce OPC I 
docs not believe t hat any margin reserve is approprlC~te. OPC 
o r fer"d no e'lldence, however , to suppo r t this contention. 

Based upon he evidence o f record, we f1nd Lha Lh0 
apptopriate method of allocation is that used in PCUC ' s 1988 
annual repott. Using this method rather than Lhc method used 
1n the HE-Rs results 10 .., ransfec of $296,199 • ... •octh of CIAC 
t rom water to wastewater. However. since more wate1 CIAC is 
used and usc(u 1 (80. 43 percent) than wa stewa er CIAC { 19 . 59 
peccenL), he net resulti ng impact is J $ 238 ,193 reduction for 
water and a $57,76 5 increase for was ewa er. Th ..Jccumu lated 
amortizauon accuunts t O L imputed CIAC are also ch.tnq~d. for a 
furthtH teduc 10n o t $4 2 ,0 62 fo r waLer and an 1ncrease of 
$ll.086 for was ewdtcr. The net adjustment resulting from the 
adjustments above is a reduction of $ 260,255 o water rate base 
and an tncrease or $ S8 , 851 t o waslewater rate base. 

OPC be11evcs that he use of app t aisals fo r valoat1o n ot 
land based upon i s "hi ghest and best" use is inappropria e it 
1L conflicts w1th the intended use of that property as a 
u tilit y site. OPC also argues that at least o ne of the I 
appra1sals is an tmpropcr basis for valuation since il reters 

o land putchases in the Daytona Beach area for uses o ther than 
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utiltly purpose~. OPC refers to the account1ng instruclton for 
regulated utlltttes requinng plan to be recorded "a he cost 
t ncurred by the person who first devoted the property to 
uti 1 i y serv 1ce.. and then cont~nds lha t he Commission shou 1 d 
odopt the treatment used for t he valuation of land used in 
Docket No. 850941-WS, the application of Rolling Oaks 
Uti 1 illes, rnc. for increased rates and c harges in Citrus 
Coun y , and Docket No . 850151-WS, the application of Marco 
Island Utll1ties, a division of f'el ona Uttllt1es, Inc ., for an 
increase 1n water and sewer rates in Collier Coun y. OPC 
argues that the existence of the ut1l1ty g1ves rtse to greater 
proper y values o surround1ng properties, and tho the 
appropriate valuation when the Lransact1on 1s not an 
arms-length transfer is the coo;t to the developer plus 
tnflation . 

In its brief, PCU<.: a rgues that land was recort..lcd on the 
u il1Ly ' s books when JedlCdted to utility serv1ce by P<.:UC, that 
the recorded values were all reviewed by Staff, and tho hoc-c 
amounts were accepted by the Commission in each of P<.:UC's prior 
rae proceedings . PCUC further contends hal the land values 
were booked in accordance with prescribed accounting 
tnstructions , and tha there has been no showing Lhal the 
booked lnnd costs arc unrca~onable. 

T h c a p p r a i sa 1 w h i c h 0 PC a r g u e s i s an u n r e 1 son a b 1 e bas i s 
for land valuation is an appraisal thot was rev1cwed by Staff 
in Docket No. 810485-WS, PCUC's second rate cas~" betote this 
Commission. In that docket , we approved a StafC recc-nmendatton 
to reduce the booked amoun s for four land par,...1 ':; whtcl. had 
been valued based upon comparabll' s •. des f cornrnctctal 
properties in corrununittes near Palm Coast . ~P also used 
deflation factors to reduce the market valuation amounts Lo 
approximate ortginal cost when first dedicated to ultlity 
service . As a tesul of Staff ' s recornmenddlion, we issuPd 
proposed agency acl1on Order No. 12174, on June 27, 1983. That 
o rder was subsequcn ly pro ested by both PCUC and the Palm 
Coast Civic Assoc1at1on. OPC was also an tntervenol.' in hat 
proceeding. After a (ormal hearing in hat case, by Order lo . 
12957, tssued february 6, 1984, we dtsposed oC the tssue 
concern1nq land as follows: 

Four land parcels 
af(i lialed party 
servico accoun 
value 1n 1981. 

purchased by the U ility Cr om an 
were includc.d in the plant in 
based on the appr11sed rnarkel 

Ac ual dedicrt ton to utillty 
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service occurred in prior periods and Order No. 
12174 shows reduced amounts based on estimated 
market vdlues at date of dedication. The Utility 
agreed to those land valuation adjustments. 
Although the value of land was rais\.!d as a point 
of issue at the prehearing conference, ne1ther 
Public Counsel nor the Association pursued this 
issue during testimony , cross-examination, or upon 
submission of legal briefs. T he Commission will, 
therefore, reaffirm its conclusions i n Order No. 
12174 with respect to use of the dedication rather 
than the transfer date as the basis for cost 
determination . 

The subjec of proper land values was not addressed 1n 
PCUC ' s next two rate cases, which were processed und~r Docke 
No. 840092-WS and Dock~t No. 870166-WS. 

The utility has provided cop1es of the subject land 
appra isal s as an e xh ibit in thjs case. The fir •, t appraisal, 
da ed May l, 1981, describes four utility parcels. This 
appratsal indicates thal the property was valued a s though 
vacan and ava1lable for its highest and bes use. 

The second appraisal, dated December L 1983, describes 23 
well siles, 55 pumping sta 10n sites , one elevated water tank 
site, and one sewage reatment plant site . That report 
indica es Lhal the "pu rpose o f the appraisal was to estimate 
the market value of the un ncumbercd tee simple in ~ r~st of the 
' land ' o n ly , excluding all improvements, as of the tequested 
dates of valuation." In the section ti led "D1 o;cussion of 
Value", the appraiser reported that t he parcels vaned in size 
from .02 to 4.13 acres, and that the valuation dal~s varied 
from October 1972 to December 1981. With regard to use of 
lhose properUes Cor utility purposes, the appraiser reported 
lhat " [w]e take he posit1on that those parcels being utilized 
for well and pump station sites could have been tncorpoLated 
for use similar to the surround ing p r o perties." Wi h regard to 
the methodology used to establish various time f rame values, 
the appratscr teported that, based upon relative 1ncreases 1n 
market values, "we have applied an appreciation rate of 7\ to 
the sales used i n each particular section to each individual 
parcel appraised. This time adJuslment, ~ither positivP or 

I 

I 

I 
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negative, correlated each sale to t he 
1ndicale a (1nal land value estimate 
valuation i n question." 

subject parceb 
as o f the dale 

to 
of 

The third appraisal , dated December 11, 1985, concerns an 
18.11 acre site for a future water plant, which properly was 
appraised as having a market value of $136,000, assuming that 
the subject property could be developed residentia lly. 

The last appraisal, dated December 12, 1985 , concer ns a 
2 . 28 acre s1te adjacent Lo the wa ter treatment planl, wht ch was 
appra1scd at $ 150 ,800 based upon its highest and best us~. 

These appraisal reports, particularly the second report, 
1nd1cale thal the properties wer e appraised based upo n their 
dale of dedication to utiltty service by PCUC . There is 
nothtng in the record to Lndicat~ that the repotl~ were 
prepared by anyone other than a quall.Cied, tndcpcndcnl 
appraiser. 

The recorded land values differ from the appraisal values 
1n some respects . The l and values approved 1n Docket No. 
810 1185-WS were adopted o n t he utllity's books. The properties 
conside red in the second appraisal report were booked a 60.2 
percent o f t he appra1sal values. PCUC reports il negotiated 
tnat the 60 . 2 percent f<tctor with ICDC . The recorded purchase 
price Cot Lhe 2 . 28 acre stte was $ 86 , 025 rather Lhan the 
$ 150,800 appratsal amount. The 18 . 11 acre plant site was 
recorded at $136,609, tncludtng an appatent apptaisdl fee , 
which plant is considered future usc property for this 
ptoceeding. 

As noted above, both PCUC and OPC refet Lo o ut prior orders 
in support ot their position s . In Docket No. 850151-WS, the 
application of Marco Island Uti.li ies , a diviston ot Deltona 
Utilities , Inc., for an tncrease tn water and sewer ral 3 S in 
Collier Coun y, we cons1dered ce r tain appraisals . By Order No . 
17600, issued Hay 26 , 1?87, we dett.HmJ.ned hat improvements 
added after land was dedtcated to uttlity servtce s hould be 
excluded tor valuatton purposes. We 1nd1cated hat 
1mprovements added betot • dedication ot land to utihty service 
could be i ncluded . bul Lnformalion Lo s how t he cost of Lhose 
improvemen s was nol provided. Because appraisals in lhat 
docke were deemed insutficient e vidence o f value. we used some 
·~artier de err tnation of o r iginal cos plus allowances for 
lntlatLon. 
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In Docket No. 850941-WS, the application by Rolling Oaks 
Utilities, Inc. foL increased rates and charges in Litrus 
County, we considered an appraisal of land ba~ed upon its 
alleged market value . By Order No. 17532, issued May B. 1987, 
we determined that the property should not be valued based upon 
its "highest and best" usc, but rather, upon its intended use 
dS a utility site. Accordingly, we valued the land as the 
original cost to the developer plus some factor for inflation. 

In Docket No. 881503-WS , he application of Poinciana 
Utilities, Inc. f o r a rate increase i n Osceola County, we 
considered four parcels that were apparently purchased by t he 
utility for a price in excess of appraised values. A market 
value approach was used to appraise each property unit. The 
planned use as a utility site wa s considered for two parcels , 
wi h Lhe third and fourth parcels appraised as commercial and 
agricul ural property, respectively, as the highes t and best 

I 

use . By Order No . 22166, issu~d No vember 9 , 1989, we 
determined that the valuation of those properties based upon I 
the origi nal cosl o f the land to the develo per plu s inflation 
provis1ons resulted in per acre costs which we re "much Lower 
t han the values established by the indcpendt!nl appraisals , 
which could be used as an indication o f what t he cost would b~ 
in an arms-length transaction ." We also determ1ncd Lhat " the 
pe r acre costs, adjusted for the percentage increase in the 
(consui'T'Pr price index) , appear to be unreasonably l ow and 
unreal1sL1c f or the p r acre costs during the time period that 
Poincianc; purchas·ed the land." Finally, we staled that, 
"(a)llhouqh the appra1 s al methodo logies are somewhat 
questionable. they a rc independent. Our prefe r ence has been to 
usc tndl!pendcn l appraisals when they exist. " 

A revi ew oi Lhc prior o rders indica es a pre fe rence to use 
i ndependcn appraisals when those reports provide reasonable 
land v lues. lf Lhe valuation includes improv~ments added 
d flet he proper~:.y 1s placed in service, adjustments would be 
appropr1aLe , as in the Marco Island Utiliti es case. 
ConsideraL1on of -he 1ntcnded use o f land for uUl i ty purposes 
is also appropriate , as in the Rolling Oaks Utilities, rnc. and 
Poinciana Utilities , rnc . cases . Use o C the o riginal cost- t o 
Lhe developet plus allowances f o r inflation may result i n 
unreasonable and unr ~a listic valuatio n s and should only be used 
when reasonable appra1sals are not available. 

I 
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Based upon the i scuss ion above, it appears tha i was 
PCUC, not ICDC, that ac ually devo ted he la"'ld o public 
serv1ce . 1he recorded costs were based upo n appra1sed values, 
or lesser sums, when the land was placed 1n o service. There 
i!" nothtng in the reco rd to indicate th"'t the appra1ser was not 
i ndependent or qualif1ed to perform an appra1sal. The reco td 
does not indicat~ that the property wa s valued based on 
improvemen ::. added at ter the property was placed tn uttlily 
se rv1ce . The rate base determ1na ions 1n prior pcoc dtngs tot 
PCUC hav<.. tncluded portions ol he reco rded land values, and 
there was no submisston of new .information tn th1s docke to 
ind1cate that we should reconsider these p110r ordet s . There 
ts no direct tesltmo ny in the case to 1ndica te that reco rded 
land values are unreasonable. Further, he record does not 
reveal the orig1nal cost basts to !CDC for land, nor "'hat 
improvements should be considered prior to dedication of land 
to utility service . Accordingly , w(' tind that the record does 
not support OPC ' s proposal that we reduce the booked value Ol 

land to the original cost to rcoc, adjusted fot inflatton. 

Removal o r Double Entry 

PCUC ' "i land accourt tncludes t·""o pt vistons tor the same 
elevated slo cag e ank site {Sou h Zon~). The original recorded 
value?( this land was $11,118. The second prov1s1on for th"' 
land 1s $20,770. PCUC agrees th s tUs Lllld account should be 
reduced by .£20,770. Accotdingly, we f1ncl that land should be 
reduced by $20,770. 

~and H ld LOr Future Usc 

The t1li y·s lan<.l accJunt also includes cer dtn well siles 
which arc not presently used for uti 1 i y purp""~ses. Wi nes.., 
Guas ella agreed ha hose sites should be consic~re<.l proper y 
held f o r future use. Accordinqly, we Cind hal '""ell s1tes S~v 

1128, St-1 #31, L.W #14 nd l.W #49 s hould be removed , whtch further 
reduce~ the land accoun by $28,041. 

Buffet Zon~ 

Th're w s alsn constderable discusston 
concerntng the utlli y's purchase o t a 2 .28 
f o r 1 t s p r e en l w a L e r t rea t men t p l a n , t he 
putchase price for hal prope y, and why the 
deem~d drdicatcd o utili y serv1ce in an 

a l the heannq 
acte butfer zone 
record'(.) $86,0 "'5 
pro perly wtl s not 
earliet pe110d. 

2?9 



230 

ORnER NO. 22843 
DOCKET NO. 890277-WS 
PAGE 37 

Witness Guastella testified tnat the properly was nol acqutred 
unti 1 1985, because it was not un i 1 then tha PCUC discov ~ ed 
that a commercial strip was potentially planned for that area. 
He reported that PCUC acquired this buffer area to avoid 
problems which might later arise with commercia l development on 
t~at property due o PCUC's use o f l ime for wa er treatment and 
traffic at the water plant. 

PCUC provided a late-filed exhibit to further explain this 
land ourch.ase and other land-related concerns . PCUC explained 
that traffic conditions near the water plant changed 
dramatically between 1972 , when the water treatment plant site 
was first ded icated to utilit y service , and 1985 , when the 
buffer zone was purchased. The road abutting the plane has 
grown from a two-lane highway to a four-lane divided highway 
leading to a major I-95 interchange. In additio n, there hdS 
been continuing commercia l and i ndustrial growth in the area. 

I 

A plat map prepared in 1971 indicates that the buffer zone I 
wos immediately adjacent to a highway, and that 1 was located 
1n an area described as a reserved parcel . PCUC indicates tha t 
the recorded plats in this exhibi show no rese rva ion of 
property for utility purposes, except Cor rcservaLion of 
cas ... ,m~nLs for "wa cr and sewer mains". PCUC also repor ts that 
the term "r ·s~rv~d parcel" was a genctlc term meaning 
r~s~tvalton Cot purpose!, ot htH than single famlly dwclltngs. 

Upon consiJcotion o f the above, we do not Lind tha any 
adjustmenLs ate necessary for the buffer zone ptop•rty. 

f_ceQ~id Income }axes fo: Post-l98L_Collectt..Q_ns of <;j_AC 

In 1ts calculat-ions of rate base, PCUC inc 1uded prepaid 
1ncome taxes of $293,019 for water and $ 294 , 605 f o r wastewater, 
t o r post-1986 collections of CIAC . 

OPC believes the that debi deferred income taxes 
assoc1ated wi h post-1986 CIAC collections should be excluded 
from rate base for three reasons. Fi rsl, the Comm1ssion did 
not specifically allow the inclusion of the prepaid taxe9 when 
it approved PCUC · s gross-up fo emu la. Second, OPC is not ·sure 
whether state income taxes have been paid on CIAC since 1986. 
F1nally , OPC believes t hat PCUC has adequate working capttal 

payments are actually due. 
c~lief, because he gross-up is collec ed before the tax I 
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PCUC belleves hal the prepaid taxes associated with p~..~st-

1986 CIAC are appropriately added to rate base. PCUC Witness 
Guastella teslified that the prepa1d income taxes were reduced 
by the gross-up PCUC was a llnwed to collect . He further 
explained that PCUC's gross-up is calculated using a presen 
value method whereby the gross-up amount is reduced by the tax 
effect of the future tax deprecialion. The utility supports 
its position by reference to Order No. 21265, issued May 22, 
1989, by Phich we approved a simtlar method of accounling for 
Jacksonville Suburban Utilities CoLpo rati o n. Part of the Staff 
recommendatton upon wh1ch Order No. 21265 was based stated that 
"debit deferred taxes or prepa1d axes [should ) be a line 1tem 
in rate base, so lhat it wlll not be aUected by any work1ng 
capital cons1derat1on." W1 n ss Guas ella further testified 
that state income taxes have been pdld on the CJAC amounts. 

By Order No. 17598, 1ssued May 26, 1987, we approved PCUC's 
proposed L resent value formula for grossing up fot the tax 
effect of CIAC. The approved formula recogn1zes the tax effect 
o f depreciation that wlll be rece•ved in the future . This 
partial gross-up ha s the effect of offsetti ng part of the 
current tax assoc1ated with CIAC, but requires the utility to 
prepay taxes associated with the CIAC am)unts that will be 
recovered through tax deprecia ion. Schedule C-13 oC the MFRs 
demonstrates that the gross-up t.~mounts were used as an ofCse 
when calculdttng the associa ed debit deferred taxes. The 
recogn1tion of these prepatd taxes 1s con~1stent with the full 
normal1zat1on of 1ncome taxes and our prior dec1stons dealtng 
with simila r 1~sues. 

Based upon the evidence of recotd and our disc~ssion above, 
we find tha the debi deferred taxes of $ 293,019 t0r water and 
$294,605 for wastewater are apptopriately included in rate base. 

Worki.n Ca tta...!. 

PCUC's requested worktng capital amount is based upon the 
formula approach, OL o ne-e t gh h of test year operation and 
mai ntenance expenses. The utilt y did not specificall y reques 
a waiver of the balance sheet method ot calculat1ng work1ng 
capt tal. Because it is reques ing a separate rate base 
ptovis1on for investtgation costs, that c harge was not 
considered in compu ing the formula amount. 
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PCUC witness Guas e lla tesliCled that the one-eig1'1th 
frac i on is based upon t he "FPC Formula" for a monthly bill1ng 
cycle. He a lso testified that PCUC' s use o f the t o rmul a 
approach was based upon this CommiSSlOn's decisi o n 1n Doc ket 
No. 880883 - WS, in wh ich we considered various measu res relating 
to rdtesct tlng procedures for water and wastewater utlltties . 
By Order No . 21202 , issued May 8, 1989 , we found that the 
formula method is appropriate for water and was tewa te r 
utilities and d1rected Staff t o initiate rulemaking to adopt 
the formula method. Mr. Guaste l l a i ndicated that the formula 
approach is appropridte i n this instance because i eliminates 

he need to devote any time to a balance sheet calculation o f 
working capital. 

Under cross-examination . Mr. Guastella testified t hat PCUC 
did no t attempt a balance shecl calculation o f ~orking capital 
because the c osts incurred in such a process would likel y have 
been disall owed . He further indi cated that a bal ance s heet 
calculdtion wou ld hav~ been difficult because of used and 
useful measurements and other considerations . 

OPC witness DeWard testified that the utility ' s requested 
working capttal amount should b e '"'holly removed because 
intorma ion to permit a balance shee calculation Aas not 
provided, because working capita l was not included i n the 
utllity ' s last rate proceeding , and because the fo rmu la 
approach alway s tesults in a wo rk i ng capita l allowance r ather 
than a r equired amount. 

In PCUC ' s las · r ae case, we did not approve a wo rking 
capita 1 allowance because PCUC did not reqt' P"" • such an 
allo wance. because he record did not incl ude adequate used and 
use f ul information· o yield a balance s heet measurement of 
working capi al, a nd because we cou ld not rely o n an pparently 
flawed balance s heet calculati o n presented by on~ of the 
witnesses . 

In Order No . 2 1202 , we expressed O UL cont i nued confidence 
in the balance s heet ~pproach for measuremen t ot wo rking 
capital . but acknowl~dged t h~t this approach is not cost 
j11stified for the wa t er and wastewater i ndust ri es . We found 
t ha t the formula approach for measuremen t of working capital 
was appropriate for the water and sewer indust r y and that it 

I 

I 

woulrl likely re sult 1n reduced rate case costs . Ho wever. we I 
also decided that. as an o ff se t1ng const dera tion, no sepa r ate 
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pro v1 s ion for deferred charges would be perm1tted 1n the rat r 
base calcul • .itton . The exclusion o f deferred charges concerns 
deferred ra te case costs as well as o ther deferred items . 

Although PCUC did nol reque s t a formal waiver o f the 
balance s heet method, we believe hal it ha s s u s ained its 
burde n to s h ow t hat Lhe f o r mula approach is a valid means of 
measuring work ng capital. Accordingly, we find that $119,235 
is t he appro pnate working capttal provision for water and 
$ 92 ,810 is the appropriate work1rg cap ital provi s i o n for 
wastewater . 

Deferred Inves ti~ation Char es 

The ultli t y's requested rate base amoun includes a 
separate- prov1s1on for defe rred 1nvest1gation costs related to 
Docket No. 871395-WS . The r eques Led amount, or $ 112, 500 , 1 s 
divided equall y between the water and wa~Lewa Ler dtvis1ons , and 
represents a projected $150,000 cosl reduced to r eflect he 
veragt• unamortized balance f o r t he test y ea r. 

The tnvc.:;tigalion and thi s calc proceedi ng wcr"'"' combi n ed 
pu r suant o Order No . 21794 , issued August 28 , 1989. Poor to 
t hat date , PCUC incurred actual investigation costs of 
£71,389. Thus, sepa rate rate Lase consideration ol 
i nvcs ltgati o n cos t s , if allowrd , should be reduced to reflect a 
lesse r expenditure than the pco jec•ed amount pri o r to the 
combining of proceedings . Further, since the ptovision f o t 
t nvesligalion costs includes amounts incurred 1n 1989 , it Joes 
no l represent the average o ut s anding b~lance for he 19f8 test 
year. Finally , as reflec ed by Order No . 21794, we f v und that 
many o f t he issues in he investigation were intrins c to this 
rate proceediny . Thus , 1t appears that much of the work 1n the 
t nvestigation was made part of th1s ra e proceeding . 

Based upon he evLdence and our discussion above , we do not 
find it apptoprtate to a llow a separa e pro vt s 1on for the cos 
o f the investigation. Acco rdingly, we ha v e r emoved hese 
amounts from PCUC ' s proposed rate base ca l c ulati on s . 

Rate Base 

Based upo n PCUC ' s applicati o n, the ev idence o t record and 
the adjustments made abo ve , we f ind t hat the apptopr.iale level s 
o f rae base Lot th1s proceeding ate $10, 546, 502 Lo r wa te r and 
$4,103,273 for ~astewa er . 
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COST OF CAPITAL 

Our calculation of the appropriate cost of cap1tal fo r this 
proceeding is attached to this Orde r as Schedule No . 2A, with 
our adjustments detailed on Schedule No . 26 . Those adjustments 
which are self-explanatory, o r which are essentially mechanica l 
i n nature, are depicted o n those schedules without any further 
discussion heretn . The major adjustments a re discussed below. 

Taxes Paid o n Pre-1987 Collecli~of CIAC 

The thrust of this issue is wh e her PCUC could have avoided 
paying income taxes associated wilh pre-1987 collecttons oc 
CIAC. Utility witness Scheibel a nd Staff witness Causseaux 
agreed that three requirements had to oe met in order for CIAC 
to be nontaxable. Fiest, the CIAC received had to be true 
cont ributions-in-aid-of-construction. Second, an y cash CIAC 

I 

had to e xpe nded with in two taxable years afte r the year of 
receipt and accurate records had to be maintained . This is I 
also referred to as the " look forward " r ul e . Th1rd, the CIAC 
cou ld not be included in the utility ' s rate base fo r ratemakinq 
purposes. 

The IRS rele1 sed proposed regula ions relating to the 
taxation of CIAC on Ma y 31, 19/8. Although these regulations 
were never f1nalized . t hey dic.J provide some guidance regarding 
Lhe appropriate interpretation of the tax law. The regulations 
stated that the CIAC must be for the e xpansion , improvement , or 
replacement of t he utility' s wa te r o r sewage facilities . Thi s 
has been referred to as the purpose requirement. 

The regulations t hen gave examples of the expenditure 
rule . The regulations s t aled that the expenditures should be 
o n the cash basis and no l the accrual basis . 

The regulations also discussed what is commonly referred o 
as t he " look back" rule . The look back rule provided guida nce 
o n plant t hat was p l J ced in service before the CIAC was 
received . The regulations spec1fied t ha t t he purpose 
tequireme nl is nol met unless t here is an agreemen , binding 
under local law, between t he prospective contributor a nd the 
ut ility. The agreement must be in place when the plant is 
placed in service and must s pecif y that t he utility wa s to 
receive CIAC as reimbu rsement for t he cost o f t he facilit y. I 
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PCUC 
ot CIAC. 
a 11 the 

used Lhe look forward rule to determine Lhe La x abt lit\ 
PCUC argues that, because it was not able o expend 
cash CIAC w1thin two taxable year s aflet it wa~ 

recetved, PCUC paid income taxes on CIAC fot he years 
1983-1986 . Accordi ng to Mr. Scheibel, 

Simply slated, PCUC used the CIAC it teceived 1n a 
given year for expansion , improvement o r 
replacemnnl o f utility plant in thal yea r and 
carr i cd over any excess CIAC to the subsequcn L two 
years . If the ClAC it received tn a g1ven year 
were not spent within the fo llowi nq two years o n 
expans1on, improvement, o r replacement of ultlily 
plan , PCUC included such excess no nexpended CIAC 
1n 1ts taxable tncome . 

\.'Illness Causscaux believes LhaL some o f Lhe lax'S o n CIAC 
would have bPen avoidable if the look back rule had been used . 
.)he bel i v s lhal lhe "bind tng agreement" requttemenl would 
have b,en Sdltsfied by the Commission' s taciCfs . According o 
1-1s. Causseaux, 

Utilittcs under he JUrisdiction o f thi s 
Commisston must charge thetr tatiffed rates .wd 
cha rqcs. Those r a es and charges must b., pa 1 d by 
Lhe custorrcrs. Those rates and c lnrge.. are 
enforceable under slate laws . As such they should 
sattsfy he requitemenls of the Service. 

Wttness Scheibel argues Lhal the utiltly ' s tariff... arc not: 
adequate o meet he requirements of Lh • IRS. He bases hts 
conclusion on a legal opi ni o n rendered by an attornly that 1 

tariff is no 1 contract or agreement . We note , howevLr, that 
the opinion only addresses contract law. 

In i s briet, PCUC argues that, undet Kislak v. Krcedian, 
9S So. 2d 510 , 515 (Fla. 1957) dO agreement bt nd i nq under local 
law 1 s ' by dt>tiOlltOn, a con rae HOWLVC C, we b, lt eve hat 
Kislak meccly ..:.tands or he proposi ton hat cl contract lS Jn 
agreement ent o rceable at law, not hal J 1 1 agreements are 
necessactly contcac s . 

PCUC also t~lies upon Black ' s Law Dtc 1onary to support its 
posi ion ·ha " ;lqrec'llent" and " c ntr1ct " are synonymous. 
Bldck's defines "agrPcrrenL" as: 
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A com1ng or kn ttttng together of minds; a com1ng 
together in opin1on o r determination; he cominq 
together tn accord of two minds o n a gtven 
proposit1on; in law a concord of understanding and 
intention between two or more parties wi h respect 

o the effect upon hci1 relative rights and duties 
of certain past o r future facts or performances; Lhc 
consent of two or more persons concurring respecting 
the transmission of some property, right , or 
benefits, with the view oL contracttng an 
obligation , a mutual obltgation . . The act of two 
or more persons, who untte tn expresstng a mutual 
and common purpose, w1th the view o f altering thetr 
rights and obligati o ns. The union of two or more 
mtnds in a thing done or to be done; a mutual assent 
to do a hing A compact between parties who 
arc thereby subJeCted to the obltq1ttcn or to whom 
the con•emplaled right is thereby secured . 

In 1 s discussion of agreement, Black's also stales that: 

Although [an agreement 
synonymous with " contract '" 
LC'rm than "cont tacl " 
be a ~ont rae • because 
requirement Black ' s 
ed . 1968) 

isl of en used as 
it is a wtdct 

An agreement might nol 
not fulfi 11 ing some 

La..., Dictionary 89 (4th 

After argutng that agreement and conlrac ar ... :synonymous , 
PCUC go•s on o argue .:\nd o c1te a number of auUottlies for 
the proposttton that a tar1ff is nol a contract. ~'ie do not 
believe that these authoottes arc persuasive, since 1t does 
not appear that S aff ever claimed hal PCUC's tar1ff qualtfied 
1s a contract. However , we do bPlieve t hat PCUC"s arttf would 
have qualitied, under the proposed regulations , as an agreement 
bindtng under local law. No wtths anding that rcoc tn crposes 
itself between PCUC and the future customers fot the purposes 
of pre-collections of ClAC cha rges. at t he time a customet 
wishrs o connect. that customer must agree to pay the 
prevailtng, ta11ffed CIAC charge and PCUC must aarce to hook 
the customer up. This agreement is binding under local Jaw; 

I 

I 

cha rg e 1nd hook the customer up. Even if he contributor ts 
the c us omer must pay the charge and PCUC must collec the I 
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no a customer, for instance tt it is a developer, 1t 1s st·ll 
requued to pay the cxtsting chatqe. IC there are special 
circumstances tnvolvcd, whtch c1rcumstances might JUStify a 
cha rge o her than the tariffed charge , PCUC and the developer 
must have an approved sp cial se r1icc avai l abilitv conLtact. 

If PCUC is co rtecL that an actual contract was required t or 
he look back rule, we belteve Lhal a prudent utility would 

have made provistons to e nter into such contrac s to ensure the 
least tax llabllity posstble. Mr . Scheibel testified that a 
ut1lily would have b~comc aware of Lhe need for contracts when 
Lhe proposed regulations were tssued 1n May, 1978. For the 
period o f tlme between when the applicable sections o( he 
Internal Rt:.venue Code were enacted 1n February, 1976, and the 
regulations were released, 1n May, 1978, witness Schetbel 
test ified that guidance was offered by Lhe law itself and thP 
committee report language. Use ot the look back rule was not 
lost for this penod ot time. With guidance from th la~ 

1 Lse 1 f, as we 11 as the case I aw, commit Lee repo rt s , and he 
Proposed Regulations, PCUC sti 11 d1d not attempt to slt uclurc 
i ' s affa1rs in o rder to avo1d axes on the CIAC . Accorclinq to 
r-1r. Scheibel, 

Income taxes have to obviousl y Lake a back seal Lo 
econJmic and othet bus1nes .. decisions. Bul 1f iL 
were poss1ble for a utility to o rganize 1Ls 
atfatrs 1n a way that would mert with Lhc apptoval 
fr om a bu~tness and a regula tot y c l1ma le and in 

he process , save income ta xes, I believe that's 
whd hey ~hould do. 

Baste lly, PCUC ' s argument is tha it did not qualify Lo 
use Lhe look bilck rule. We do not necessanly agree. The crux 
of the rna LPr 1s hat it never tried. Even if PCUC 1s correc 

hat tts oriffs would not have satisf1ed the "binding 
agreement " r equirem~n , we arc unaware of any economic or 
bustness decis1ons that '""ould have prohibt ed PCUC t rom 
Pntcrtng 1nto CIAC con rae s that would have satisfied Lhc IRS . 

Bast:!d upon the rec 1rd and our d1scussion above, we tind il 
appropr1ate to disallow $3,078, 522 worth of debtl deferred 
loxes associated with prc-1987 col l ec 1ons of CIAC . 
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Failure to Take Investment Tax Credits (ITCs) 

PCUC faLled to claim any ITCs o n certain additions that 
were transferred from CWlP o plant in service. Thi s e rror was 
noted on a 1978 workpaper. Allhough the schedule indicaLes 
that the ITC amount would be picked up on IRS audit, the lTCs 
were never realized or booked. 

If the ITCs had been realized by the utility or its parent, 
they would have been incl uded in the utlltty's cap1Lal 
structu re 1t zero cost and amorttzed below-the-line. This 
would have had the effect of reducing the utility ' s o verall 
rate of return . 

OPC believes thal $264,3 56 of ITCs should be impu ed to 
reflect those that PCUC fatlf'd to cla1m o n its tax returns. 
PCUC argues that the benef1ts of the ITCs were not realt zed by 
the utility or its parent, so an ad)tstmen to recognue them 

I 

should not be made. Further, PCUC stat s t hat OPC failed o I 
Lake into consideration the accumul ated ITC amortization that 
would have occurred if the ITCs had ueen recognized. 

Si nce it WdS through ils own error that the util ity did not 
realize the benefi s of the ITCs, we do not believe that the 
r L payer~ should bear additional costs. We find , therefore, 
thal the ITCs should be imputed to PCUC ' s capital structure. 
Ho,..rever, we also agrPe with PCUC that the accumulated 
amor iza ton of the ITC~ s hould be taken 1nto considerat1on as 
well. A lhe hearing, Staff requested a late-filed exhibit 
calculat1ng wha the accumulated ITC amortization wC'uld have 
b<?cn. Lale-tll~d E.xh1bit 4u appears to provtde c1 llsling of 
ITC amorttza ton by year for all utility ITCs, so il ts not 
usable for he purpo~e of th1s adjustment. Ace rdingly, we 
have calcula ed the accumulated balance of ITC a~orLtzatton 
using a reasonable approach. The ITC amortization balance was 
calcula ed using a rate of 3 percent. This was calculated by 
d1v1ding the 1988 ITC ~mor 1zaL1on by the th1rteen month 
average balance o f ITCs for 1988. Using a 3 percent 
amortizat1on ra e ana the half-y~ar convention, the accumula ed 
I ~C amorttzation balan~e would be $83, 272 at he e nd o t 1988. 

Based upon the evidence and he discuss ion above, 
that a net accumulated ITC balance of $185 ,050 o n a 
month average basis should be 1mputed to PCUC ' s 
structure. 

we find 
thirteen 
capital 

I 
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Detetred Income Taxes Understated 
Due To AFUDC COnsiderations 

Witness DeWard teslified that he increased deferred taxes 
associated with AFUDC for two reasons . Th• firs reason lS 
that PCUC did not record any deferred tdxes rela ed o AFUDC in 
1978 and 1979 . The second reason is Lhat for Lhe years 1980, 
1981, 1982 , and 1985, PCUC recorded deferred taxes as if a 
portion of the AFUDC related to equity. t-1r . DeWard believes 
that the e nt ire amount of AFUOC related to debt. He stated 
that PCUC's books did noL reflect any equ1Ly AFUDC . 

Witness Guastella testified that PCUC capitalizes both debt 
and equ1ty for AFUDC purposes . Mr. Guastella teslified that 
during 1978 and 1979, all funding was supplied by !CDC and was , 
therefore, equity-related. As a result, no deferred taxes 
would have been recorded s1nce no book-tax iming difference 
existed. For he years 1980, 19bl , 1982 , and 1985, r-1 r. 
Guastella believes hat '"he deferred taxes have been recorded 
co rrectly. He re f ers lo Exhibit 29 , Schcdule 29-75 , to 
demonstrate tha he deferred taxes have been recorded related 
to Lhe debt por ion of AFUDC and a permanent difference 
recognized lor the equity pottton o f AFUDC. 

Ge ne rally, the debt portion of AFUDC cteates a book-tax 
t:im ing difference that is recognized through deferred income 
taxe~. The equity potlion crea es a book-book difference, but 
not defetred income taxes . The equity book-Lax timing 
difference lS recognized through curren taxes 1s a perma nent 
difference. I(, as t-1r. Guastella estiCied, all funJing during 
1978 through 1979 was equ1t y related, PCUC wr ld not ha ve 
recorded deferred tncome taxes. In Jddition, Schedules 29-74 
and 29-75 of Exhibit 29 appear to support PCUC's argument that 
deferred taxes associated with AFUDC were calc•1la ed cortectly. 

Bdsed upon Lh• record, we find that no adjustment s hould be 
made for deferred income taxes ussociaLed with AFUDC. 

Deferred Income Taxes Understal~d 
Due t.: o Pro_pe c t- - -

PCUC has a $291,702 thirteen month average deb1t deferred 
tax balance recorded on its books associ.lted Wlth the> 
cxtraotdi nary proper y loss . These deferred taxes were 
recorded in con)unclion Wl h a book write off of the 
~~ x t r a o r d 1 n a r y proper y loss in o rder Lo be 1n compliance 'v/l th 
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Statement of Financial Accounting Standard No. 90, "Regulated 
Enterprises - Accounting ior Abandonmenls and Disallowance~ of 
Plant Costs ." This Cinancia 1 standard ha s not beer, recognized 
for raLemak1ng purposes. The book wri e down is being 
recognized for financial statement putposes only. 

OPC argues that all costs associated wilh the extraordinary 
property loss s hould be the responsibllily of the utility. As 
a cosl associated with the loss , there should nol be an impact 
on lhc ratepayer. 

Witness Guastella argued that " selec 1ve reconciltng of 
capital st ruc ure LS not based on sound ral~making 

princ1ples . " He slated Lhal other rate base adjustments could 
also be reconciled Lo the1r capital structure components but 
that they generally are not. 

l 

We believe that an adjustment shou l d be made to he debit 
deferred taxes associated wilh lhe extraordinary properly I 
l o ss . The debit deferred taxes were lhe result of an entry 
made for financial statement purposes only. Since we have 
d ecided to completely exclude the extraordinary loss for 
rutemaking purposes, the associated deb1 deferred taxes should 
a l so be removed. Accordingly , we find Lhal $ 291,702 o f debi 
defetted taxes should be removed from PCUC ' s capital structure . 

Failure LoUse Accelerated De reciation 

OPC lakes the position that deferred income taxes should be 
i~put,d lo PCUC's cap1tal structure because the utilitv did not 
take accele ta ted deprectation on its tax retutn due t o purposes 
lhat serve the parent company. OPC believes t hol this is at 
odds with the interests of the the uli lity ' s customers and 
1ncreases lhe costs which he ratepayers must bear. Imputing 
the deferred Laxes would neg ate the de rimenlal effec ts on lhe 
ratepayers . 

PCUC argues that the deferred i ncome taxes cannot be 
directly 1mpu ed, anJ that an adjus menl thal would indtreclly 
achieve he same resul cannot be made because a no una 1 i za Lion 
vi o la 1on would occu r. The v1ola 1011 could result 1n lower 
deterred tncom"' Laxes resulttng in J highet cost of service . 
Wi t ness Scheibel test1fied " that a no rmalization violation 
would occur even where this artifictal increase or imputation I 
were made Lo cot rect percetved irPqut tes between the customer 
and the utility." 
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PCUC did not offer any endence to dtspule the allegalion 
that accelerated deprecta ion was nol taken due to consolid ted 
Lax considerations . In fact, w1tness Schetbel testified ha 
PCUC did not use accelerated depreciation for all years in 
which PCUC had taxable i ncome. Tre allegation is turther 
supported b y a letter , dated June 26, 1981, from ITT Lo all 
u.s. affiliates . T he let ter instructed the companies to u se a 
certain method of depreciation in order to receive ITC benefits 
on the consolidated return. 

We agree with PCUC that a viol~tion could occur if deferted 
income taxes are imputed or an ind1rect adjustment is made o 
accomplish the same result . Accordingly , .-~e do not belteve 
that such an imputation s hould be made, bu l on 1 y because a 
normalizdlton violation might hurt the ratepayers in the long­
run. 

Nolwtths and1ng the above , we belteve that a prudent 
utility sl.ould attempt to provide the best possible serv1ce at 
lhe lcwest posstble cost. This includes pay1ng the least 
1rnount o f Lax legally possible. Based upon Lhis as well as 
olhet issues , we fi nd that t here has been a pattern , on PCUC ' s 
part, of not 1king the cost o f service into constderation when 
de errnining its tax po licies . We believe that it is 
e~pproptic~te to send a signal to PCUC. Acco rdi ngly, we find it 
appropC1ale to assess an cqu1t y penal y o r 50 basis poin s 
aqainst PCUC for its fallure to take the interests of it!; 
ratepayer s 1nto consideration when detcrmin1ng its tax polictes. 

As discussed more full y above, OPC argues hat we s hould 
tncludc 1nterest, installment or other incremen al amounts in 
excess o f principal amoun s for prepa1d wastewate r conneclton 
charges in PCUC's capital structure as co~t-fre• .. capt al. 
Stnce we hav~ already determined that such adjus wen s are 
inappropna e, no further discussio n of his malter is 
necessaty. 

Pre aid ClAC~Cost-free Capital 

Witness DeWard es 1f1ed that PCUC has stgrnficantly ove r ­
co l lcct<'d wastewa er "prepaid connect1on fees" in relat1 o n to 
actual plant balances. Comparing gross plant oalances to h"' 
qco::.s ClAC balances, including the sewct ClAC trust, Mr. D~Wnrd 

de ermined that CIAC 1n excess ot 75 percent ot the plant 
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amount should be treated a .:> cost-free capital . 
DeWard was unable to cite lo any preceden for 
treatment of th~ prepaid CIAC . 

However, Mr. 
his pro .,osed 

Under cross examination, Mr. DeWard stated that he did not 
know how service availability charges are established or 
whether a "milestone year" was a considerati o n in se ting 
service availability charges. Mr. DeWard seemed to suggest 
that larger charges would be required for the water division. 
Mr. oeward adm1tted that PCUC would need to make stgnifican t 
additional i nvestments to provid..: service to f u ture customers, 
including as much as $33. 5 million for t he i nstallation of PEP 
installations. Mr. OeWard testified that he included t he CIAC 
trust account in his CIAC total {but, sig n ificantly he did not 
consider its offsetting cash trust account), because ICDC's 
payment of guaranteed revenues i~ reduced by interest o n the 
trust account, and because he believed that t he trust account 
o ffers no real protecli on that funds would be available for 

I 

future construction . He testified that it was improper to I 
consider the overall nonused CIAC and nonused plant amounts for 
the combined water and wastewater systems . 

In 1Ls bnef, PCUC argues that prepaid CIAC should not be 
included in Lhe capital structure. PCUC refers to Mr. DeWard's 
inabtllty Lo c1le Lo any other jurisdiction where CIAC w;-s 
considered parl of the capital structure. 

We do no believe that nonused CIAC should be cons1deted in 
the capital structure. Mr . Deward could c1te no precedent for 
such reatment. The combined water and wa!':tewc.~ t..r rate base 
totals requested by PCUC, which are $16,10 3 ,84 ~ per MFR 
Schedules A-1 and A-2, are less than PCUC ' s 4aported capital 
st ructure , which is $28,383,746 per MFH Schedule 0-1. We 
believe t ha t this s hows that PCUC sttll has significant 
investment in nonused plant facilit1es. 

Mr. DeWard's proposed adjustment to include ClAC in t he 
capital structure , based upon CIAC exceeding 75 percent of 
plant for the sew r syste:n, involves cons1deration o f total 
plant and t o tal C IA<: numbers, not just the portions which are 
cons1dcred used and trseful. 

Rule 25-30.580 , Florida Administrative Code , provides 
guidelines for establishing service availability c ha rges. Tha' I 
rule indicates ha the maximum level of CIAC, net of 
amortization, s hould not exceed 75 percen t of a utiltty's 
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original cost of pli~nt, net ot accumulated deprecta ton, when 
"the faciltttes and plan are at thcsr designed capactty." .n 
this case, Pcuc·s collect1on plant ts obviously kno\oo. n to have 
capac1 y beyond the current customet demand . Hr. oeward ' s use> 
o f the 75 percent factor to compare gross plant and CIAC 
a mo u n s , r a t he r t h a n n e t a c co u n t b a I an c e s , e v i den ll y g 1 v e s no 
consideration to design capac1t y measurements. 

Upon cons1deration, we do no find OPC's proposal to treat 
all CIAC 1n excess of 75 percent of plant as cos -free coJpttai 
to be appropriate. 

prudency of Proposed E ui~ L~vel 

Witne~s Guastella testified that PCUC's actual equi y ratto 
is 74.23 percent. to1r. Guastella believes that this equtty 
level 1s fal! and reasonable for PCUC and that th£> resultant 
capital structure is benefic1al t o bo h PCUC 1nd tts 
ratcpayets. He stated that the large amount of equity will 
benefit the utility by lowering its perceived level of risk 
within the capllal markets and that this is important for a 
ut:tltly which will be expanding and need o a Lnct capi tal. 
He also slated Lhal the perceived l ower level of risk wsll also 
bencfil he ratepayer b cause, ovc t Lhe long -run, it will 
p t oduce a lower ovetall cost of capstal to Lhe ut1lity. 
1:-snolly, rt~r. Guas ellCl potnls out Lhc1 the leverage t o r mula is 
dcstgncd to take he rc laltvcl y highct pctccntage o r equity 
captlal into account when i ts used to dctetrntrP the 
appropnalc rate of return on equs y. 

Witness DeWard a r gued nal PCUC's equ1ty ra Lt • is not 
prudent and Lha , ab::.e>n a dectSJ On by this CommJSSton which 
would includ£> h"> addttio nal sources of cap1tal 1 r eposed by 
OPC , the equity ra i o should be reduced t o no mo r f' than 40 
percent. 

This Commt;:;sion's practtce has been to use the ac ual 
rapital structure and embedded cost rates associa ed wt h 
utllity opera tons wht:n he component balances are reasonable . 
We have followed th 1 s pr acll ce because we be 1 i eve ha 
dec1s1ons regard i ng capital structure are the prerogative ot 
manaqement. Management faces the complex and 1ntricate 1 ssue~ 
of corpo t ate finance on a day to day basis and is responsible 
for ma1ntai n 1nq a utility' s c r edil rating and abtlily Lo 
r1 tract capital. HowC'ver, our prac tt rc~ does allow for certai., 
types o t ad)us ments when necessary due o management ettO[ Ol 
t oe regulalocy purposes. 
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Wh ile we do not bcli vc that PCUC ' s equity level is 
tmpruden , we do recogniH• OPC ' s concern hat the ratio is hiq.t 
relative lo the average equ 1ty ratio Cor a typtcal water and 
wastewater u ility. However , it should be no ed hat the 
leve r age formula serves to balance the impact of the equ1ty lo 
debt ratio trade-of(. As the more cos ly equity balance 
1ncr ases r ela 1ve to the debt balance, he re urn on equtl}' 
decre"lses. In hts case, the leverage formula produces an 
equ tty cost rate of 12.13 percent. Thts results 1n only a 334 
basis poin spread be ween the cost ol equity and Lhe long­
term deuL cost rate of 8.79 percent. 

Based upon the d1scussion above , we do not find hat the 
rt.H.ord support:. OPC':; posit1on hal he utili y· s equtty level 

1s unprudcnt. Netlh r do<>s the record support OPC ' s pos1t1on 
that , absent a decision by thts Commts~ton to include the 
<tddiltonal sources of captlal proposed by OPC , the equtty level 
should be reduced to no more than 40 percent of PCUC's capital 

I 

structure. Accotdingly, we find that th" actual equity ratt o 

1 o t 74.23 P'rcen is approprtale Cor thts ut1l1ty for Lhe 
puqos' of thts proceeding. 

Re ~ ~n Egutt~ 

According to PCUC w1tness Guastella , tho appropriate return 
on equtty should be determined b y apply1ng the leverage formula 
established by this Commtssion by Order No. 19718 issued Jul y 
26 , 1988 . OPC witness Mr. oeward argued th1t the approprta e 
r eturn o n equ1 y should be determined using Lhe levctagc 
formula in eftect at he irre of ou r vote o n this issue. 
Neither wiln ~s took a position for the usc ot any me hod other 
than Lhe leverage formula to calculate return on eillLy. We , 
therefore, ftnd that the leverage formulcJ is the a1 propoate 
m'L hod to de or ine re urn on equtty. 

Wh ile this Commtsston does anal yze historic Lest year data 
in r ate cases, 1L u; s this analysis Lo set tales o n a 
ptospective basts. Th appropriate return on equity is 
ltkewtse de ermtn~d on a gotnq-Corward bas1s. Since we revised 
the leverage formula when we 1ssued Order No. 21775 on August 
23, 1989, the leverag<!' formula establtshcd in Order No. 19718 
ts no longer 1n effect. we agre' w1th w1 ness DeWurd that the 
app ropnale return o n equ1ty should be d>lermtncd by applytnq 

not pro est Order Nc. 21775. 
the cutrenl leverage formula. \'le no e Cur her thul PCUC did I 
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Basud upon the current 
s rue ut • , we find tha 
17..13 p~r ccnt . 

leveraqe formula and PCUC" s captLal 
he appropriate re urn on equ1ty 1~ 

Overall Co~f Ca ital 

In establishing PCUC's appropriate overall cost o C capital, 
we have used its adjus~cd capttal structure, with each account 
reconciled on a pro rata basis. In order to establish a 
reasonable range for the overall rate of re urn , we have also 
added a fac or of plus or minus 1 percent to the re urn o n 
c:>qutty. Based upon the evtdence of record and he adjustments 
discussed above, ,...,e find that the appropriate overall cos or: 
capi al is 9.21 percent, with a range of 8 . 88 percent o 10.20 
percent. 

NET OPERATING INCOMF· (_NO I l 

Our calcula tons of the appropriate levels ot NOI for this 
proce'dlng are attached as Schedule No. JA for waLer and 
!:>Chl'dulc No. 38 for wastewa er, wi h ou r adjustments detailed 
o n Schedule No . JC. Those adjus ments which arc self­
expla na ory, or which arc csscnllally mechanical in nature, arc 
dep tcted on those sch<>dules wtlhout any turther discuss1on in 

he body of thjs Ocd " r. TIP remai ning adjustments are 
discussed below. 

i o n ot Mi sc:ollaneo us Revenues 

Effcc 1ve June 1. 1988, PCUC wa s authorized to increase 1ts 
mi-;cellan•ous s r'JlCC charge.. for 1n1tial, norrn;~~ , anrl 
vt o lali o n reco nnec 10n charges by 50 per cen . OPL proposed, 
and PCUC agn ... cs, haL he u 1li }- ' S 1988 miscellaneous revenue s 
should be annualtzed . The par 1 ,~ agree that the ad)ustmen 
s hould be based o n a SO percent increase Cor miscellaneous 
revenues c o llected fr om January through May, 1988. 

Based upon the evid<>ncc and o ur discusst o n above, we tind 
hat mtscellaneous rev~nucs s hould be Increased by $6,578. 

Th1s amount should be- allocated o water and wastewater ba sed 
upon the number of btlls. 
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Reduction to Oe_erc'!J~.Jng_ExE_gn~ for Una£_coun ed-for Water_ 

Since we have already found PCUC ' s level of unaccounted-for 
water to be exccss1vc, we also find tha purchased power for 
the raw wa cr supply and water treatment plant . and chcrmcals 
f o r th• water treatment plant s hould be reduced by 4 . 5 percent. 

Used and Useful Adjustmen ts to 
O~crJ ion and Main tenance (O&M) Expe~ 

Pursuan o Section 367 . 081, Florida Statutes . PCUC 
adjusted its 0 & M laoor expenses to account for used and 
uscf•ll adjustments . PCUC reviewed 1ts total costs as reflec ed 
in tts records and made a determination what portions we re 
tncurred in the operation of the used and useful property. 
PCUC ' s adjus ments were based upon its proposed used and useful 
pcrc~ntages . The accounts adjusted by the utili y tncluded 
wastewater collection , water distribution, and some of the 
ddministrative and general accounts. 

PCUC also employed a weighting facto r o approximate the 
work ac ivity i n different areas. A fac or of wo wa s used for 
the acttve we~ er l os 1n water, and a facto r of hrec was used 
for th • active was ewa cr l ots , as compared o the inactive 
lots. The utility believes hal these factors arc conscrvdlivc 
cstindtcs. The weigh tng faclo r calculation was made a t let 
gathcting informd tion from t t e supe Lvtsors in each of lhe 
dcpartmenls who satd that , by and large , most of th<.; activity 
dnd most of he ma1ntenance wotk 1s 1n areas that arc butll up 
and have customers . For the admintstrative area, adJu .... tn·cnt:s 
were based o n in erviews with department personnel. 

Th~ used ~nd useful percentages used 1n PCUC's cal·ulattons 
tnclud(• a marqtn reserve . PCUC tncluded a margtn re.·erve in 
these calculations because th portton of ;>lant wht ch 
rcprcs •n s matqin reserve has already been construe ed. Il 
mus , theretore , be ma1ntained . 

OPC ' s po~• ton ts t hat he used and uscLul pottlons o t 
planl arc overstated due o th-e 1nclusion ot marg1n reserve tn 
dll plant accounts and the i nclusion of fire flow in the water 
trea mPnt plant accounts . As discussed previously , we believe 

ha lhe Inclusions of margin reserve and fite Elow are 

I 

I 

further reductions are necessary . 
app r opriate . Accordingly, we rejec OPC ' s suggestion ha t any I 
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Upon contiideraLion of Lhe vidence and ou t discussion 

above, we find Lha, although there 1s some room for doubt 

regarding PCUC's we1ghtLng factors, 1L did attempt to separate 

cha rge s incurred for nonused and useful planl. Accotdlngly, 

with our adjuslmen s fot ma r gin reserve, we find Lhal the used 

and usetul ptovtsions for he water distr 1bulion system should 

be reduced by $14, 293, t he used and useful provision for the 

was tewate r collection system s hould be reduced by $4,079, and 

the u sed and useful provtsion for the administrative and 

gene ral deparlrr.enl should be reduced by $7, 628 . 

Tank Painting 

In his testimony, OPC witness OeWard proposed reduciPg 

expenses by $9,875 to elimt nale an amortization prov1sion for 

Lank painting, under the assumption that such amorttzaLion 

e nded during lhe test year . 

Witness Pennacchio eslified thal the dmortization of tank 

painting was nol completed dut i ng Lhe tesl year . He f ur ther 

estified Lhal the amortization treatment i s used to reflect 

Lhe incurrence of a period1c cost, and that elimination of the 

expense would sugg~sl tha tanks were not painted in the past 

and will not be painted in the future. 

OPC no longer proposes the remova 1 of the tank pa inl i ng 

amortization charge. rn any respec , the record does not 

support finding thal tank pa1n ing expenses should be removed. 

We, t he re fo r e , find that no adjustmen is necessary. 

Deprecrat10n Ra es 

BoLh PCUC and OPC take t he postllOn t ha t PCUC ' . cutrent 

depreciation ra es s hould be retained . PCUC argues hal its 

cu rrent rates La ke the spec1fic plant into considera : on and 

hat lhey are he same rates allowed by this Comrntss1on in 

PCUC's last rae case. S1nce PCUC ' s 1983 deprecta ton study, 

1L has not made any s1gnificant retirements of plant. 

Under Rul e 25-30.140(3 ), Florida Administralave Code, 

utilities i nvolved 1n rate proceedings before this Comrn1sston 

are required lo employ average service li fe depreciation cates 

based upo n guideline lives and sa lvages (guideline rates). 

PCUC does not currentl y use guideli n e rates but rather, 

cleprcctation rates allowed by this Cornm1ssion 1n its last rate 
case. 



248 

ORDER NO. 22843 
DOCKfT NO. 890277-WS 
PAGE 55 

In support of Lts use of the nonqu1del ine rates , PCUC 
subm1tted the following: 

We believe that the depreciable lives presently 1n 
use fairly reflect the expec ed useful lives of 
the PCUC property . we therefore propose to 
conlinue using depreciable lives currently in 
effect as opposed to using Lhe shorter depreciable 
lives cutrently embodied in the FPSC ' s recent 
gu1delines as delineated in Rule 25-30.140. (MFR 
Filing in this proceeding, Sch dJlc B-14, p. 3) 

Under Rule 25-30.140(5), Florida Adminis t rative Code , a 
utility may request to use average service lives other than 

hose shown in lhe rule. How v r, it must specifically request 
to use nongu1deline rates and must JU~tify its use o f Lhe rates 
by suppo r 1ng data. PCUC did not speci fically request to usc 
nonguidelinc rates. Neither did it submit "ny support1ng da a 

I 

to just1fy its usc of nonguideline rates. The only I 
iustificalion given by PCUC was a statement at the hearing that 
tts current depreciation rates had been approved 1n prior rate 
cases . 

In its brief, PCUC argues that no evidence has bc~n 

presented thal its present depreciation rates are 
unreasonable. We reject thi~ argument, however , since the 
burd n rests with PCUC to j ustify any departute from th' 
requirements of Rule 25-30 .140, Florida Adm1nistrat1ve Code. 

Based upon the ev1dcnce and the discussion abovt. , we f ind 
that PCUC should use the gutdLline depreciation rates enbodied 
in Rule 25-30.140, Flor1da Adm1nistralivc Code . 

Deprcciat1on Expense 

PCUC has calculated depreciation expense based upo n i s 
proposed used and useful percentages and its current 
de'prec1ation ratC's. OPC proposes a depreciation expense based 
upon its proposed used and useful percentages and PCUC ' s 
current depreciation rates. 

S i nee we have a 1 ready de ermined that PCUC shou I d employ 
the gu1deline depreciation rates, we find that the appropriate 
test year depreciati o n expense provisions are .£681.731 fot I 
water and $529,364 for wastewater. 
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As addressed mote fully under our discussion o f rate base, 
we do not believe that any o f the $ 2 ,519,030 in expenditures 
re lated to the repair of defeclive plant should be borne by 
PCUC ' s raLepayers . This includes any provision related to the 
utility's extraordinary properly loss. Accordingl y, we find it 
appr opriate Lo remove $5,047 for water and $7, 250 f o r 
wastewater, which represent the amortization expense for the 
extraordi nary properly loss. 

Rate Case Expcns~ 

In its applicalton, PCUC estimated $490 , 380 tn to al rate 
case expense . This amount cons1sted of $110,380 i n prior 
unamort1zed expenses, an estimatC' of $150 , 000 for the 
i nvestigati o n proceeding and an estimate o f $230,000 for th1::; 
rate case. The estimated current rate case amount was based 
upon projected legal costs of $50 , 000, projected accounting 
costs of $70,000, projt"cted engineering costs of $60 , 000 and 
$50, 000 in projected direct costs to PCUC . PCUC subsequen 1 y 
revised 1ts request for rate case expense for the cut rent case 
to $4 29 , 892.53, wh1ch includes actual investigatton charges of 
$7l,388. 79 and actual and projected ra e case costs of 
$358,503.74 . 

As noted above, PCUC requested t hat we al l ow $110,380 in 
unamortu;ed po o r rate case ex'pense . Thi s amount was based 
upon its u sc o f a 1988 test yEtcH . Since the rates pproved 
herein wtll go into effect in March of 1990, a s.Jbstantial 
portion of the requested amount has already been collected 
th rough PCUC's existing rate:s . PCUC \odtness Pennacchio 
tes tified that, in 1988, PCUC c'ecovered $ 66 , 67 4 in rate case 
expense through its existi ng rates. He also testified that he 
h ad no reason to bel1 eve t hat the same amount was not collected 
through rates during 1989. Acco rdingl y, at the time that the 
new rates qo i n to effect , unamortized prior rate case expense 
has actually been reduced by $8 "3 ,333 ($110,380 less $66 , 67 4 
recovered in 1989 less $16,669 recovered during the fir st 
quarter o f 1990). 

rn add1tion to the above, in PCUC's last rate case , we made 
a used and us(>ful adjustment to the rate case expense allowed 
in that proceedjng . Consis ent wi n o ur decision in that case, 

249 
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we have made the same used and useful adjustment to the 
rema1n1ng portion o f unamortized prtor rate case expense, f r a 
f urthet reduction of 

Based upon the record and ou r discussion 
hat the appropriate amoun t ot unamor ized 

expense for the purpose of his proceeding is 

Currenl Rate Case Expens~ 

above , we 
prior rate 

fi nd 
case 

Ra e case expense, like any Uwr expense, 1s recoverable 
only 1f it is reasonably and prudently 1ncurred. Moreover, it 
is the CoiMlission ' s respons1bility to e·1aluate rate case 
expense to determ1ne whether the costs 1ncurred were reasonable 
and prudent. Meadowbrook Utility Sy stems, I nc. v. Florida 
Public Service CoiMlission, 518 So.~d 32o (Fla. lst DCA 1987), 
rev1ew dented, 529 So . 2d- 694 (Fla . 1988) . In this case , PCUC 
has requested $429 , 892 . 53 in current rae case expense . We 
rind, howeve r , that PCUC has not me 1ts burden of provtng the 
amount requested was bo th r asonable and prudent . 

OPC, through its wtLness , Mr. oeward , questioned the 
prudence of several costs incurred by the utility in the course 
o f he investigation and rate case. Specifically , Mr. DeWard 
les ificd that all accounttng consultant fees should be removed 
because PCUC ' s controller, 1r. Kelly, and his assistan , Mr. 
Btlinskt, could have prepared the t1FRs and test1Cied in this 
proceeding. Mr. oeward also recon.mended that engineettng fees 
be reduced by $27,000 to agree w1th his understanding 
concerning reasonable engineering costs f or the hearing . 
However, 1n its bne t , OPC suggested that 1t ..Jould be 
appropriate to allow $50,000 for engtneertnq feL. , since such 
serv1ces were necessary in order to prepa r e PCUC's ,~Rs. 

With regard to legal fees, OPC recoiMlended that 1 egal fees 
for both the investigd i o n and the rate case proceedings be 
reduced by 50 percent. OPC argues that , because PCUC ob) ec ed 

o v1rtually every d1scovery request propounded to i , many 
more hours were devo ed to motions , answers , cross-mot1ons, 
i.e., han were neces sa ry to arr1ve at the final product . 
Wh~ le OPC recogntzes that PCUC was wilhin its righ ts to 
approach this case with whatever strategy it chose, it argues 
that thP ratepayers should not be requ1red to pay the costs o r 
PCUC's pJrt1cular strategy , whe n a less costly approach would 
have served 1t as wPll. In other words , on ly prudently 
tncurred costs can be recovered trom ratepayers. 

I 

I 

I 
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OPC also rec.)nrr'end••d hat •.Ne reduce the tot.:;l invest qalton 
costs by 50 peccen b •cause of PCUC · s coun Prpl oduct ve 
tactics. Witness D W11d testitied that this ad)ustmcnl is 
reasonable because allot the mo ions qenera ed by PCUC 1mpeded 
rd her than adv..;nced the 1nvesuga t on , and the co ... ts tncLured 
as J result of PCUC ' s st tcllegy could, he1e1 ., .. e, be dt•clllOl<~Cd 

1n heir enLirety. 

In its brief, OPC further proposed thdl we reduce PCUC's 
requcs ed amount for <.tX consultinQ tees o :£1 5,000 , s 1ncc ~1e 

utility's tax consul ~nt only addr~~scd one tss•e. 

The adJustments dlSCUSSed above, abSCI: t oJnylhing turlher, 
would reduce PCUC ' s requested current ra c case expense Lo 
.Sl83,583 . However . OPC also contends lha we should make a 
used and useful reduction of 35.65 pel cent to this amount. 
. cc nd 1 ng l y, OPC reconvnt.nds that we only allow ;£118,309 in 
current ratR case expense. 

PCU<.; countered the adju~tments proposed by OPC htough the 
tcs .1mony oi Mr. Pennacc.;hio and t·tr. rjuastell.:L With respect to 
ccountinq consul tnq fees, t-t r . Pennacchio testified hat Hr. 

Kt.lly did nor belleve that he and t-tr. Bilinski could sat1sfy 
he rel1 uin~mcnts for a rue application and Lhat th~y wt•re also 

t.!IICumbt:rcd by their invol'IC!mcn in th i rwc., iqdtton docket. 
U 11 i y •..Ji rh!SS Gudst.ell.! .so test 11 h .. d t;;h tl, r:o '""h•' extent 
po.;sibl•~ . his tiun relied upon PCUC to compile IIHOtmdlton und 
pt~pdt' sc:hcdulcs. In ilddi•.i n, Mt. Gu.:.s •'llJ olso tcported 

ha f.>CUC ~tl..:o.!mptcd o min i mi7.t.! ht.: 1nvt~sdgution costs by 
usl:t9 ou side consultant:; as Et le .JS possibl•. 

As roc OPC ' s recommended used nd useful au us lnl'lll , Hr. 
Penndt:Chio t.cr.tiftcd that ~uch a n adJustment ·..~as l nappt o priate 
s1nce tht~ rate pr oc~ed ing concerned chacges L0 existing 
custoa.et,. Ht: beltevt!d that the cos s should, he relo tc, be 
botne by he u 111 y' s '!xis ing customers and hat no ased and 
usetul adJUS m~>n snould be made. 

Oetermtntnq he Jppropria e amount ot ra e case expcn5e 1s 
not an easy ask. On th£' o ne hand, the utiit y is ccrla1nly 
ent 1 t led o some c a e case expense , as i L cannot change 1 ts 
ra es Jbsenl our approval. On the o ther hand, ta cpayecs 
should not be burdened w1th an expt"'nse that is unreaso nable o r 
was 1mpruden ly tncurr~d . 
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In thts case, he ev1dence and est1mony, as well as our 
own observations of he conduc of he case, leads us to 
conclude tha rate case expense requested is grossly 
excessive. We believe hat PCUC's management of thi s case was 
not conducive to a prompt adjudicat1on of the is.iues and an 
efficient and effective resolution o f the inves igalion and 
rate case. Even taking into account the complexity of the 
1ssues and the adversarial nature of the proceedings, it is our 
opin1on that the proccertt ngs were unduly complicated and 
contenttous and that PCUC bears some responsibi ltty o r this 
fact. 

We note that a great deal of t1me in thi s case was spent o n 
discovery and other procedural matters, and issues of 
relatively li lle substance . There was a constant barr age of 
incredibly tedi ous motions, cross-motions, responses o 
motions, and objecltons to discovery requests . While we 
recognize that such tactics may sometimes be necessary 1n orde r 

I 

to provtde effec 1ve representat i o n, we believe that the I 
adversar1al tactics in thi s case were ta k •n well beyond what is 
reasonable. Further, in sptte of the fac that the ult1mate 
burden rests upon it to demonstrate that rate case expense i'i 
oruden , 1t appears that PCUC c ho!:.e to fuel rather han to 
defu~c he adv••sa rial natur of lhps• proceedings. 

We also believe PCUC's usc of outside con>ullanls, 
selection of wttn sses , and pceparali on of tes t i:nony reflects 
poor man1gcmen of th rut case and rate case expense. 
Sp ciflCJll y, we tound on~ of PCUC ' s witnesses to be both 
unintormt•d and uninfotmallve. He 1dded little to the 
proceed1ng and in some 1nstances, we bel1eve Lhat he hindered 
our undecstanding of the 1ssues and fac ts . He drferred a 
number o ( question s Lo another witness , and did not- understand 
or have answers to a number o f other questions. 

PCUC · s choice of wi nesses and use of outs1dc consu I ants 
is also perplexing since PCUC is a relatively sophisticated 
company and h1s a very compe ent in-house staf f. There also 
appears to be a conf ltc be ween he est imony 1 t presented as 
to work pertormed and expenses Incurred tn connec 1on w1Lh the 
investigation and rate casf•. As noted above, t·1r. Pennacchio 
stated that Mr. Kelly <.~nd Bllinski were wo rk1ng o n matters 
relating to the investigat10 n and had m1nimized the use of 
outs1de consultant services in the investi gation. Yet, PCUC I 
reported no in-house cos s for the investigation proceed1ng, 
bu sign1t1cant 1n-house co)ts fo r the rate proceed1ng. Th1s 

• . 
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confl1c cannot help but cast doubt on the rel1abl1Jty of the 
evidence presented by PCUC to JUSttfy rate case expense. 

In addition, when the hourly rates of Messrs. Guastella and 
Pennacchio are compared to the utili y ' s estimate of the costs 
of Lheir se tv ices through the completion o f this case . 1t 
appears that , on the eve of the hearir.g, PCUC expected these 
cons u 1 t a n t s to p u t i n a tot a l of seven mo r e f o r t y-h o u r weeks . 
Th1s also stretches the bounds of credibiltty. 

Based upon the foregoing, we cannot: f1nd thdt the requested 
level of rate case expense was reasonably and prudently 
1 ncu r red. If we were to approve such a leve 1 o( expense, we 
be lieve that it would not only be an abuse of dtscrettor but 1t 
would also encourage the type ot excesstvely con enLtous 
behavio L that occurred in this proceedi ng. PCUC and ot het 
ulillties must assume the risk for unnecessarily incutrtng rate 
case expense , as there must be some incentive to cont inuously 
stri ve to minimize all costs, inclu~tng hose tn a rate case . 
It is, however, difficult i( no t 1mposs1blc, to prectsely 
quantif y the amount of rat~ case expense that should not be 
borne by the ratepayers. Nevertheles s , having heatd all o f the 
e•ltdencc in this case and considered the voluminous number of 
procedutal disputes that had o be referred by the Ptehearing 
Officer , it is inescapable t ha some reduction in rate case is 
both necessary and appropriate. However. we cannot accept the 
rate case expense amount recommended by Public Counse l. The 
evidence does not leads to the conclusion that the amount 
recommended is an accurate assessment of what costs were 
reasonably and prudently incurred. 

We are lett with choos 1ng a reasonable altrrn L1ve between 
the two amounts advoca ed. IniUal1y, we find 1t 1s 
appropnate to allow PCUC to recover the expense assoctated 
with the 1nvestigat1on, since the Commiss1on in1 iated that 
tnvesligation. We wi 11, herefo re, allo•..t $71,389 tn expenses 
attnbutable to the invest1gat1on. However, of the rema1n1ng 
amoun of $358,504, we will allow PCUC to recover only 60 
percen t of that figure, or $215,102. we believe this o be a 

· reasonable amount because the utility ' s management oc the case 
cuntribu ted signtficantly to increas1 ng the costs . Il could 
h ave made be ter use of its in-house staff in procedural 
matters and in the rate case especially, since its in-house 
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staff prepared the information and would have be~n better able 
to answet questions. Addttionally, the witnesses who did 
testify should have been more informed with respect tv the 
subject of their testimony . Finally, the utilit/ c ould have 
been less contentious on discovery and ot her procedural matters 
which had little to do with the substantive issues in the case. 

At the same time, we recognize that embedded in the 
$469,892.53 expense requested by t he utility, are some 
reasonable and prudent costs . We believe tha allowing PCUC to 
recover $286,102 in current rate expense w1ll adequately 
compensate it for those leqitimat~ costs. 

Used and Useful Adjus tment 

As for OPC ' s suggestion t hat we reduce the allowable amount 
of rate case expense by a used and useful adjustment, although 

I 

we made such an adjustmen t in PCUC's last rate case, upon 
further reflection , we do not believr that such an adjustment I 
is appro1 riate in this case. The purpose of this proceeding ts 
to set rates for PCUC ' s existing custome rs. Accordingly, we 
believe that the existing customers should bear the allowed 
costs of his proceeding . We, therefore , reject OPC ' s proposed 
used and useful adjustment. 

Amo.!J: izat ion of Rate~se EY:.Pel}g 

Uttlity witness Penna~chio proposed a two-year amortizat1on 
period for rate case charges based on the histoClcal frequency 
of prtor rate applica ions and anticipated subsequent 
applications . He reported that a longer period only serves to 
compound the unamorltzed amounts to be recovered in each 
succeeding case . 

OPC witness DeW a rd recommended that rate cas I"' expense be 
amortized over hree year s . He testified that he thought that 
PCUC was seek1ng recovery of returns that it was not entitled 
to. He stated that he believes that a four-year amorttzation 
period was appropriate, but because of consistent growth tn the 
serv tce err1 ory, he belleves Lhat a t hree-year amor 1zation 
pertod is appropriate tor this proceeding only. 

Under cross-cxaminat1on, Mr. Pennacchio reported tha PCUC 

However , given the construction currently underway, Mr. 
does not have an exact schedule for filing rate applications. I 
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Pennacchio indicated that a ra c application wt tl.i n wo years 
was conceivable. HP tes ti tied that PCUC has not routtnely 
applied f o r index and pas s- through rate 1ncreases ; howeve r . he 
believes t hat these measures would not have delayc~ any of the 
past rate applicat1ons, nor would they del ay subsequent fili ng s. 

Consi s tent with current Commission pract1ce , a fou r-year 
amortization period 1s routinely employed. In addit1on, under 
Section 367.0816 , Flo rida Statutes, the amortization peClod 1s 
now requtred to be four years . PCUC, howeve r, flied its 
applicati o n befo re that section became e ffective. Acco rdtngly, 
we arc allowed more latitude 1n determi n ing a reasonable 
amortizat1on peri od . Al though the ut1lity has histor1cally 
fi l ed tor rate increases approximately every two years , our 
calcula ion of the revenue requtrement indtcates that 
compensatory rates will r esult f r om this proceeding . 
Add1t1 o na l plant construct1o n may 1nfluence how soon t he next 
applicatio n 1s filed , bu t customer growth will also be a facto r. 

Based upo n the evidence o( record and ou r di scussion abo ve, 
we find t hat OPC ' s cecomml3nded thr •c-y ea r amo rt ization petlod 
is reaso nable under the c i rcumstanc~s of this case. 

De r eciat ion Fot Tra~J?o rta ion ~UlJ?ment 

In his te3timo ny, O~C witness DcWard proposed reducing tes 1 

year expenses by $ 79,312 fvr watet and $30 , 348 f0r wastcwale t 
to reflect the asstgnment o f a po rti on o f depreciati o n c h arge.; 
for tcansportat t on equipmen to plant accou n ts . 

Uti l1ty wi tnt..ss Pennacchio Les i ti ,d t h a PCUC • s 
capitalized labor rate alre-ady tncludes depcec1at ion related to 
transportat1on equipment . 

OPC no longer proposes an adjustment 
expense for t r ansportation equtpm n . 
reco rd docs not suppor a tindtng that 
appropriate. 

to r educe depreciatio n 
In dny r spec , th 3 

such an adjustment 1s 

£a ren _::Deb · Ad · ugmcn t 

OPC argues thdt a p a rent debt adjustment must be made in 
accord1nce w1th Rule 25-1 4.004, Plo t1da Admini st rattve Code . 
PCUC do "s not agree. PCUC slates that its income tax 
calcula ion was made o n a sta nd 1l o nc basis consis enl w1l h the 
usaqe ot the leveraqe graph Cor a stand alone cap ttal 
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structure. Utility witnes s Pennacch1o testified t hat the 
resull of the lever age f o rmula " becomes ques ionable when y ou 
i mpose debl interest from another o utside source of capita l." 
He further argued that 1 t is inconsistent to use bot h the 
leverage formula and the parent -debt rule 

Code , 

. because the leverage formula dr>termin~s a 
cost rate for equ1ty based on the stand-alone 
cap1tal struc ure of the utility, Palm Coast 
Utility. And if an imputation is made of 
tntere':.l from the parent , which thereby reduces 
Lhe equity, he tax ra e , and Lemovcs the 
tax buffer and adds to Lhe rtsk of the utility's 
cap1 al stock, tl ' s inconsistent with the . 
purpose of the leverage graph.~ 

Under Rule 25-14.004 , Florida Adminisltative 

In Commission proceeding s to establish revenue 
requ i rcmen s the i ncom ~ Lax expense o f a 
regulated company shall be adjusted to reflect 
t he 1ncome tax expense o f the parent debt that 
may be invested 1n the equity of the substdiary 
wh'te a parcn -subsid1a ry relal ionshtp exist~ 
and he parties to Lhe telalio nship join in t he 
f1l1ng of a consolidated income tax return . 
rt shall be a rebuttable presumpti o n that a 
parent's investment i n any subsidiary or in its 
own op~ ral ions s ha 11 be cons ide red to have been 
made tn the same ratios as exist in patent s 
overall capttal slructur~ . (Emphdsis added) 

The rule sta es that h e ad)ustrnenL shall be made. This is a 
generic rule t hat applies to all utilities t hat file a 
consollddted a x re urn and us thetr o wn captla l struc ~re for 
r atemakinq purposes . PCUC did not present any evtdence that 
ITT ' s investmen t in lhe utility ha s been made in any ratio 
othe r than thaL which exists in ITT ' s o verall capital st ructure . 

A readi nq o f the tule, 1n fact, tndicates LhaL Lhe pa r ent 
debt rule is des1gned to achieve the " i nco nsi stent" results o 

I 

I 

whtch "'r. Pennacch1o ObJects . The rule is designed o adjust 
income Lax e xpense 1 n a manner that reflects a 11 debt t hat ma y I 
be ce l atrd to he util1ty op raLions and deducted o n the 
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consoltd<tlcd ax re urn. This can have he effect o f reductng 
he ut ili y·s r"' an o n equsly . We not<:> futlher tha t , even 

wh"re u 111 ics use th" ,~vcrage formula , we have nevertheless 
consis en ly Jppll d he pdrent deb rule . 

Th utlltly subms t---d a late- fil ed exhibit which indicates 
ha he approp r1ate parent debt adJustment is $ 91 , 751 for 

wate r and $ 37 ,22 0 f o r wastewater. AdJusting f o r our 
modifications to PCUC's used-and-useful percentages , we find 
that the appropnate provtston for i nteres expense due o he 
parent debt ad justment $ 76 , 440 f o r water and $ 29,756 for 
wastewater . 

Exec~ Dererr~d Income Taxes 

PCUC and OPC agree h at an adjustment s ho uld be mad~ using 
the rcqutcemcnt s o t Section 203E o f he Tax Peform AcL o t 1986 . 

PCUC submitted a late-filed exh1b1 t o de la t l what i 
be lteves o be the approprsa e adjustmen !. . Al the heart11g, it 
wds agrncd that OPC wo uld be allowed lhe o ppo rtunity Lo verify 
~e amounts shown in he exh1 btl. AI houg h he par 1es 

dtscu ssed among themselves, ot f the reco rd, the tnforma lio n 
requued o venfy the amounts, OPC ' s watness wa s o f o r ma lly 
dcsc r1be it: when he Look the stand. We are not aware o f any 
to cma l request Cor 1nfo rmat 1on to vet ify the amounts . rn its 
brief , OPC argues that " adequate infotmation has not been 
pcovtded by the compa ny to de ermine the appropnat:e level o f 
flow back related o dcC .. r r Ld taxes associated wtlh accele r ated 
dPprectatton (protec e d 1 ems) " and 5uggests a method su pported 
by OPC Wtlnf.!S,:, DeWatd in ht s estimony. Hts method .~ ba:t>ed 
upon the book provtston for capi altzed interest, adjust('J for 
u sed-and-us ful perc ntdqes . 

we do 
we do no 
su rr ogate 
t tnd th~ 
wate r and 

no bt! lieve thdt Mr. Dc~ldrd ' s method is apptopnale . 
bel ieve that ustng capitalized interesl is d valid 

t or the e x cess d e ferred tax balances . we , thetetore, 
t ncome tax c xpe n .,e s ho uld be adjusted by $1, 208 for 

$1, 208 tor wa st:ewa er. 

t!,yd r an L _Bevenu~s 

The utility's Lest year wale t revenue s include $73,000 for 
tile hydran c harges . ~~~ ness Penn cch1o testified hal those 
revenues , ce based o n <l n annual charge ot $100 e'lch Cor 730 
hydrants. The J tllty bills f o r hydrants based o n a contract 
wtth Fldglur C-:>un y whtch provtdes Lhal any hydrant · .. nth less 

?57 
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than three c ustomers w ithin 500 feet, o her 
situa ion, would be prorated lo lh number 
there 1s o n ly o ne custome:r wilhln 500 feel, 
is counted as o ne-third of a hydrant. 
customers w1thin 500 feel of t he hydrant, 
two-thirds of a hydran for btlling purposes . 

than a commerctal 
o t cus omers. If 
then t h at hyd ran t 

If lh re are two 
then it cou n ts as 

The County wa s billed $ 73 , 000 on Fcbt ucs ry L, 1988, based 
upon an Apn l , 1987, count o f hydrants . OPC a rgue s t hat 
hydrant revenues are understated because the amount included in 
the test year revenues tS t oe a 1987 hydrant count. OPC · s 
positlon is tnat the correct hydcan revenues should be based 
upon lhc utlli y ' s used and useful hydrant analys1s. That 
schedule shows 1,185 used and useful hydrant s . OPC ' s posttlon 
1s that the appropriate revenues s hould be $ 118,500 . 

Wttness Pennacchio testified t hat the 1,185 hydrants 1n the 
utiltty's used and useful analys1~ wa s based upon the number of 

I 

hydrant:-. servt ng at least one .customer. In that analysis, any I 
hy dlan scrv 1ng at least o r;e customer was constde t J 100 
pcrc•nt used and useful . 

We arc persuaded by the ullllly ' s atgumcnt tha the hydrant 
rcvcnu • for the lest y ear sho .Jld not b boscd o n i v. used and 
useful hydrant analy s1s . The t.tllily is autho r tzed to bill the 
County for hydran ts based upon the number of houses wtlhin 500 
fc•t ot a hyd rant. We agree t hat the April, 1987, count ot 
hydrants appears to produce a m1smatch f o r the 1988 L~st year. 
Howevct, because suff ctent tntormat1on is not avatlable i n the 
record lo correct the mtsmatch. we flnd hat that no adjustment 
should be made . 

Used and ~seful £ro er L Taxes 

Based upon ou r prev1ous adJustmen ts to used and useful 
plant, we also ft nd it appropriate o reduce property ta x es to 
co rrespond to t he reduced u sed and useful plan t prov1.stons. 
Accordtngly , we hav~ compared t he property appraiser's 
valua 10n s hown on Schedule B-16 of the MFRs to PCUC ' s proposed 
n~ used and useful plant moun s. We then app l ied this factot 
to ou t used and useful plant '8d)us ment s using the applicable 
property tax rate. Th1s r esu lts in an adjustment of $7, 51 1 for 
water and $6,84 9 for wastewater . 

I 
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R£VENU£ RfQUIRfMENT 

Based upo n PCUC's appltcali o n and o ur de ermination or 
o her tssucs here1n, we find Lha the appropna e revenue 
requirements are $ 3 ,127,930 for water and $1,687, 559 for 
wastewater o n an anuua 1 basis. The s revenue requi remenl s 
represen annual 1ncreases of $ 639 ,10 3 ( 25 . 68 percent) f o r 
water and $ 277, 125 (15 . 55 percent) for wastewate r. 

RATES AND CHARGES 

Bills and Ga ll on s 

PCUC believes that the app r opriate bills and gall o ns for 
the pu r pose o f lh1 s proceeding are as shown 1n MFR Exhib1t 3 , 
Schedule E. OPC l ook no pos ition r egarding th1s i ssue. 

We agree that f1nal rates should be set u s1 ng the b1lls and 
gall o ns shown o n Schedule E o f HFR Exhibit 3 . However , h d 
schedule doe~ not tdenlify the number o f bills rela ted t o 
pr1va e f1r e protecL1 on c harges . That informatton wa s o btained 
Lrom the u ility in response t o an i nt e rrogato ry and confirmed 
by witness Pennacchto under cross examtnalion. The $8 3 , 260 
revenues t t om pr ivat • f1 re protection were gene r ated thtouqh 
428 bllls. 

Ba sed upo n Lhe evtdencc o f reco rd, we ftnd t hat the 
appropriate bills and gallon-. o u se for ratcsc ling purposes 
are 97,729 bills and 589 ,001,000 gallons tor water and 655,207. 
bills and 323,306 , 000 gallons f o r wa~ ewater. 

We tind that he appropoate rates t o r t h1 s utility arc 
those se t f or th o n Sch dule No. 4A f or water and Scht..dule No . 
48 f o r 1.1astpwater . These ra tes have been des 1gno:!d o produce 
annual revenues o t $3 , 127 , 930 for water and $1, 687, 551 for 
wastewater, using the base tacll1 y charge rate design . rt 1s 
our prac 1ce to use the base facti ily charge st ruc ure for 
setting rates because o f 1ts ab;lily to trac k cos sand to give 
t he cus omers some control over their water and wa stewater 
bills. Each customer pays his pro rata s hare of the relat ed 
cos .. s necessary to pro vide service through the base factllty 
c harge and o n ly he actual usag e is paid f o r through the 
qal l onaqe charge . 

?S9 
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The ra tes appro ved for water service are untform f or 
res1dential and genf'r1ll service customers . The rates approved 
fo r wastewa ec se rv1 ce include a base charge for all 
residential customers , reg a rdless of mete r si z e , with a cap of 
8 , 000 gallons of ..1sage per month f o r the gallonage (;harge. 
There is no ca p o n the gallonage c harge for general service 
was tewater bills. The differential in the qallonag~ charge for 
residential and general service wastewat t..r c u stome r s is 
des1gned to recognize that a por ti on of a res1denti al 
customer 's water usage will no t be returned to the wastewa ter 
system . 

The approved rates wi 11 be effective for meter readings on 
or after thirty days (rom the stamped approval date o n the 
revised tar1ff s heets . The revi sed tariff sheets w1l l be 
appro ved upo n Staff's verificat1on that the tar1ffs are 
consis tent with this Commission ' s decision and that the 
p r o posed c u stomer notice is adequa e . 

I 

PCUC ' s currcnL rales , its tnteri l" wa er ra t es , its I 
requested f inal r a tes , and the rates approved herein a r e set 
f c rth o n Schedule No . 4A for wuteL and Schedule No . 48 Cor 
wastewater . The difference in the appr oved revenue i nct ease 
and t he approved rate increase is due to the reallocation of 
miscellaneous revenues . 

Temporary-09 Ch~~ 

During the test year , PCUC co llected $ 2,138 i n temporary -on 
c harges . These c harges are collected foe service provided for 
short durat i o n s , typicall y under ten days, where establish i ng 
customer credit , i nitiating a new accou n t , producing a bill and 
refunding t he c u stomer ' s deposit is too burdensome PCUC 
u sually co llec s these c harges from ren tal agents and cleaning 
se rv ices , to cltan rental properties. It is no t the same as an 
ini tial connect1on c harqe. 

Unde c cross exam1 na lion, witness Pennacchio adm1t ted tha L 
PCUC has no t1riff authortty to col lect a emporary o n cha rge . 
He also agrePd t hat he utility charges $ 14 per request f o r 
temporary service reg ardless o f lhe amount of water usage. 
rcuc has p rovided no cost j ust J ( icatio n tor the $14 c harge. 

We do nol ag r ee that it is burdensome f o r PCUC to use its I 
app Loved ta riff c ha rgcs . Using the temporary-o n c harge does 
not el iminale Lhe need for the u i 1 i y o render a bi 11 or to 
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keep accurate records of the transact1on . We, therefore, 
believ~ ha PCUC should use i s apptoved miscellaneous service 
c harges and base factllty charge rates. Further, we flnd th;ot 
the $14 charge 1s dtscr1minatory. The temporary customer has 
unlimited use o ( water and wastewater serv1ce and pays nothing 
for the utility ' s cos of turning the me er on and o ff while 
service is being prov1dcd. PCUC's normal reconnf'ct1 o n charge 
al011e iS $15 . 

Based upo11 the reco rd and our discussion above, we find 
that PCUC should discon 1nue its collect1on of temporary-on 
c harges. However , even though PCUC has collected these charges 
w1thout authority, we do not believe that it should be requtred 
to refund the amounts collected because the amount per customer 
would be so small, the cost of the administration of the re(und 
would be e xcess1ve and t he customers did receive a valuable 
service , notwithstanding th~ PCUC btJled Cor inappropriately. 

Refung o~erim Ra es 

By Order No. 21570, issued July 18, 1989, we suspended 
PCUC's proposed rates. Also by Order No . 21570 , we approved an 
8.88 percent in erim increase for water. subject Lo retund, and 
placed 7.01 perc~nt of PCUC's e xi sti ng was tew ltet ra cs subject 
to refund. PCUC flied a corporate undertaking as SC'CUflty to 
guarantee any potential refund. 

Since the approved final revenues exceed 
revenues, we find lnal no refund is requtred. We 
hat PCUC's corporate under aking mJ y be cancelled. 

the inleom 
tur her find 

Re9ul~ory Assessmen Fees on Guaranteed Revenues 

PCUC collec s guaranteed revenues from both fCDC and 
Adm1Cal Corpora ion pursuant to guaranteed revenue <H]reemcnts. 
These agreements have been previously approved by the 
Cornmisston. During the investigallon, one 0 1 the issues 
identir1ed by Staff was whether hese guaran eed revenues 
should be subject to regu 1 a Lory assessment fees. PCUC argues 
that ne1ther statutory law, administra 1ve ru es not the 
utility's approved tariffs support the subjectjon of guaranteed 
revenues to regulatory assessment fees. Other than 1Ls stated 
po r 1tion, OPC made no tur her dtscussion of this issue. 

261 
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Tariffs 

PCUC first argues that its tariffs neither menti o n 
regulatory assessment fees nor how they should be recovered . 
PCUC also argues thal it has two Commiss i o n approved wuter 
tariffs and o ne Comm1ssion apptoved wastewater tariff, each of 
wh1ch was approved subsequent to the Commission· s adopt ion of 
Rule 25-30.515 (9), Flor1da Administrative Code, concerning 
guaranteed revenues. 

Iniliall y, while PCUC argues that there are no provi:nons 
for guaranteed revenues in its guaranteed revenue contracts, it 
should be noted that neither are here any provis1ons for the 
recovery oi proper t y taxes . Nevertheless , PCUC does recover 
these taxes under the contracts. 

In addition, we do not believe that the current lack of a 
provision for regulatory assessment fees in the contracts o r 

I 

the utllity's tariffs is controlling in this instance . Simply I 
because regulatory assessment fees are not currently being 
collected does not make such collect1 ~n inappropLiate. If such 
a n argument were accepted the same logic would lead to the 
cone 1 us ion tha the Commi ss1on could never approve inc rea sed 
ra es as a result of changing citcumstances or new rates or 
c harges in th wake of a changi ng regul ato ry climate. 

Rules 

Nex t , PCUC argues tha the definition of " guaranteed 
revenun agreement" included in Rule 25-30.515 ( 9 ), Florida 
Administrative Code, does not i nclude guaranteed revenues as 
part of gross revenues, much less gross operat1ng revenues . 
PCUC argues that guaranteed revenues cannot, therefo re, be 
constdered as o perating revenues. we do not agree Under Rule 
25-30.515(9 ), Florida Admin1strative Code, 

(9) Guaranteed Revenue Agreement means a 
wntten agreement by which an app l1can agree!. to 
pay a charge designed Lo cover the utility ' s costs 
1 nc l(!d,in_g~u __ not l imt eL_g the cost oi 
o erat''ion, ma1ntenance1--de reciation , and '!.QY 
taxes, and to provide a reasonable return to the 
ut1l!..!L_ for C cilt. 1es that are subject to the 
ag reemen , a por lion of wh 1 c h may not be used and 
useful to the uttlity o r 1ts existi ng customers . 
(Emphasts ~dded) I 
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The expenses underlined above are all oper~ting expenses . 
Accordingly , it would s em to follow that any revenues 
collected to cover such expenses and provide a rea ronable 
return lo a utiliLy would be operating revenues. We arc, 
t herefore, not persuaded by tht s argument . 

Case Law 

PCUC also cites a case dcc1ded by the Supreme Cour of 
Washington, King Cou n t y Wa ter DisLnct No . 68 v. Tax 
Comm1ssion, 362 P. 2d 244 (Wash . 1961). - ln that case, the Tax 
Conumssion had claimed a Lax dP~..o on ·• money rece1ved as 
r eimbursement foL the cost of constructing , 1nstalltng , and 
i nspec ting facilities for the purpose f oprrati ng a wa er 
distribution s y stem According o the Court , 

Constructing, installing, and inspecting 
facilities for the purpose of operating a plant do 
not constitute o perations of such facilities as 
expressly provided for unoer this statutory 
definition . Thu s i t follows tha money received 
as r eimbursement for the cost of constructing, 
installing , and i nspecting facilities for the 
purpos~ of operat ing a watet distribution s y stem 
would not be within the operation of the Water 
Dis · tiel ' s distnbuLion business. King_County, at 
245-246 . 

Fi rsL, it should be pointed out hat: a Wash1ng on State 
decision is not controlllng . However , even if th1s was a 
decision of the Florida Supreme Cour , i 1 ... "lOt on point. 
Mon1 es recetved as retmbursement for Lhe costs of c onstruct1ng, 
installing and inspecting racllities are more io~ the nature of 
CIAC than guaranteed revenues . We are, therefore , not 
persuaded by this argument, etthe1. 

stems of Acco~nls 

PCUC also argues that ··[t ) hcre 
the Un1fo rm Syst~m of Accoun s o 
gu aranteed revenues are rvqutred 
o perating revenues. " 

1s nothing anywhere within 
s uppo rt an assert·ton that 
to be accounted for as 

The reco rd appears , howeve t , to i ndicate otherwi se . Under 
Rule 25-30 . 115{2), Florida Admini stra tive Code , guarantend 
revenues are o be accounted for tn Accounts 469 and 530. 

?('3 
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Accord1ng to the NARUC s y stem , Accoun 400, Q£e ra ing Revenues, 
1s a revenue con rol account whtch olals those '"'dler revenues 
tn Account s 460 th rough 474 . Accoun t 400 1s also the contro l 
accoun t whi c h otals those sewer revenues in Accoun s 521 
through 536 . Since guaranteed revenues are accounted for and 

o talled under operati ng r evenue accoun s , it would seem to 
f o llow that t hey are operati ng ruvenues. 

PCUC further argues that a policy c h ange , such as maki ng 
guaranteed revenues s ub ject o regulator y assessment fees , 
should not be made w1thout givtng al l affected persons an 
opportu n ity to be heard o n the ma t cr. \lle ag r ee . Howevc.r , we 
bel1eve that PCUC had 1ts o ppo rtunity to be heard whLn we 
amended Rule 25-30.115 (2), F1orlda Admint stra ttve Code, to 
spectfically include guaranteed r evenu es in t he operat1 ng 
revenue Jccounts . 

finally, PCUC argues t hat, if we find that 
r •venues are subject to regula t ory assefismcnt fees, 
on ly be so s ubjected on a pros pecti v e oasis. 

guaranteed 
they should 

Based upon t he recotd and o ur di scu ssion above , we find 
that Pcuc · s co llection of guara n teed r evenues s hould be sub)ect 
Lo regul.Jtory assessment fees , o n a prospfc 1vc basis, 
effective Cot guatanteed revenues co llected o n or af cr t1arci . 
20 , 1990 . 

III. IONCLUSIONS Or LAW 

1. This Commission ha s jurisdic ion o establish PCUC's 
rates and charges pursuan o Section 367 . 081 , Florida Statu es. 

2 . As t he appl1cant in this case , PCUC has 
proof t hat its pro posed ra es are )usttfied. 

1.1::! burden ot 

3 . Tre r ates appr oved hereto are JUSt , fate , reaso nable, 
compensato ry, no unrairly d1scrim1natory and 1n acco t dance 
with the r equtremeuts of Section 367 .081, Florida Sta utes , and 
othe r governing law. 

lt is , · therefo r e , 

I 

I 

ORDI::RrO by t he Flori d a Publtc Serv1ce Commiss i o n t hat t he 
ilpplica t o n by Palm Coast Utll1ty Co rporalion for i ncrea!:>cd I 
r:1tcs fo r water and was ewater servtce is hereby apptoved , to 
the extent ~et fo r h tn the body o f his Orde r. It i s further 
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ORDERED that the stipulalion conlatned in the body of th1s 
Order 1s hereby approved in all respects. It 1s further 

ORDERED lha each of the findings contained in the booy of 
h1s Order is hereby approved in every respect . Il is fur her 

ORDERED that all matters contained herein , whether in t he 
form of discourse i n the body o f t h :s Order or schedul es 
attached hereto are, by reference, expressly incorporated 
herein. It is further 

ORDERED that Palm Coast Util1ty Corpo r ation shall improve 
its relations with its customers, as set forth in the body of 
this Order . It is further 

ORDERED that Palm Coast Utili y Corporation is hereby 
assessed a penally of 50 basis points for its failure to lake 
the interests of its customers into consideration when 
determini ng its tax policies. rt is fur her 

ORDERl.L> 
discontinue 
fur hct 

that Palm Coast 
its collection of 

Ut1 lily CorporatJon 
tempotar y -on charges. 

ORDERED that, prior to its impler'enlolion of the 
approved herein, PCUC sha 11 submi a proposed customer 
expla1ning the increased rates and the reasons therefor. 
furlh~r 

shall 
[l is 

rates 
notice 

r t l~ 

ORDERED hJL pflor to its implementation of the rates 
approved 
will be 

re lect 
of the 

approved herein, he utility shall submit and have 
revised ariff pages . The revised tariff pages 
approved upon Staff ' s verifLcation thal t hey accura el y 
this Commission's deciston and upon Staff ' s approva l 
proposed customer nol1ce. It is further 

ORDERED tha he 1ncreascd rates approved herei 1 shall be 
effective for me ~r read1ngs ta ken o n or after Lh~ stamped 
approval date o n Lhe revtsed tariff pages. Il is further 

ORDERED that Pdlm Coast Utility Corporalion · s corpora e 
undertaking be and is hereby released. 
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By ORDER of Florida Public 
this 21rd day Ol --~~~------ ' l9~a . 

( S E A L ) 

RJP 

Service Commission 

Reporttng 

NOTICE OF FURTHF~ PROCEFOINGS OR JUDICIAL REVIEW 

The f' lorida Public Service <..ommission is required by 
Sect1on 120.59(4), Florid1 S atu es. to not1fy parties of any 
admintst:rative hearing or judicial review of Commission orders 
thal is available under Sections 120.57 or 120.68, Flonda 
Statutes. as well as the procedur~s and ti~e limits thal 
apply. This notice should not be construed to mea n al l 
tequ sls for an admini s traL1ve hearing Ot judicidl review wil l 
be granted or result tn the rel1ef sought . 

Any party adversel y affecLPd by the Commisston· s final 
action 1n this matter may request: 1) reconsideration of the 
deciston by ftltng a moL1on for reconstderation wtlh the 
Director, D1vis1on of Reco rds and Reporting wit htn fifteen (l5) 
days of the issuance of this order in the form presc rihed by 
Rule 25-22.060, Florida Administrat ive Code ; '">r 2) judicial 
review by he Flor1da Supreme Court in the case of an electr1c , 
gas o r telephone utility or the First District Co~rt of Appeal 
tn the case ot a water o r sewer utility by fil1ng a not1ce of 
appeal with Lhe uirector , Division of Reco rd s and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropClate court . Thts filing must be completed within 
thirty (30) days after the issuance o f this o rder, pursuant to 
Rule 9.110, Flood~ Rules of Appellate Procedure. The notice 
of appeal mus be in the form specified in Rule 9.900(a}, 
Florida Rules o t Appellate Procedure. 

I 

I 

I 



I 

I 

I 

ORDER 00. 2 2 8 4 3 
DOCKET 00. 890277-WS 
PAGE 74 

PAlH COAST Urlll n COIPOilAriO!I 

SCHCOUl( Of UAICR ltAI( IASC 

TCSt TCAA (NO(O 1?/31/65 

J CSI TCAR 

P(ll 

OCSCR IPJ ION Uflll tr 

---- ----- ---------- ---- ----------· -
PlAN I IN S(RVI CC 41,8-'2. 358 
lAND ANO ~0 AltHIS 369,528 

ACOUK OCPACCIAT ION <8. 758,7"> 
CIAC <6 . 862, on> 

ACOUK AI40it tl ZA tl 011 971,(SJ 

PA(PAIO IAXfS 1,265,576 

INVCSTICAIION COST S S6,2SO 
\lOll( INC CAP I TAl 126,939 

... ......... 
RAI( BAS( IOfAl 29,011,285 .... . .. 

267 

SCH(.OUI.( I · A 

OOCXCI NO. 8902n· us 

UTILI TT AOJ USJH( Nl S COHHISSIOH 

Ullll TY AOJUStto PU ADJUST CO 

AOJUSIHCNIS BALAIICC C04HISSIO!I BALANCC 
........ ... .... .... ··---- ---- -· . ...... .. ......... ·····--·-··· 
(20,S60, " 2> 2 1,Z82, 2 16 (1,1119,JS5) 20,092, 861 

0 369, 528 ((8.811) 320,717 

(,1JJ.~9 ( ( ,625,665) Zl0, 099 <' . l 9S ,589> 
( 18 1,02(,) <7 ,Ot.J,096> S20,V.J <6 ,S2Z,7Sl> 

"'5,796 997,2(,9 <lS8,237> 619,012 

(9n,SS7> 29),019 0 291,019 

0 S6,2SO <S6, 2SO> 0 

0 126,939 (7,70(.) 119,235 
. . ... .. ...... ...... . ......•.. .. . ... ... . ... . .. 

(17, ~ .. '.86&> 11,(.56, (,17 (90?, 915) IO,S(.6,SGl 

......... . ·-·········· ....... . . . .... 
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PAU4 COAS f U t Ill TY CXlltPOitA l I 011 

SCHEDUlE Of VASTCUAlER RAJ( BASE 
f(ST TeAR ENOED 1Z/l1/M 

fEST TW 

PER 
ocsca 1 P rt 011 UTiliTY 

••••e•• • ••••••••••••••• ............. . .. -... 
PLANT IN SEaVIC£ 42, 709, 868 

LAUD ANO LAND RIGHTS 5M,89S 
ACCUH O( PRECIATION (9. 115. 027> 

CIAC (45,451,1ll> 
ACQJH AlGI t I U. r I 011 5,842,412 

PREPAID TAX($ 2,164,702 
INVESTICAI lOll C0$1$ 56,250 
\at( INC CAP I I Al 97,99Z 

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

RATE 8ASC IOIAl 0,106,04 1) 

UTI U TT 

ADJUSH'I(NT$ 
... . ..... ........ 
( Z6,4SZ,5l6) 

5,4l9,ZM 

34,999, 854 
(4, 361,040) 

( I,IS70,097> 

---··-------
7,1Sl,469 

SCNCOUlE 1 • 8 

ooatr 110. 8902n·vs 

Uflll TT ADJUSTIC(Nf$ CXJHHI SSI 011 

ADJUSI£0 PER ADJUSTED 

BAlANU: COKH I SSIOII OAI.AIICI. 
....... ........ .... ...... .. ...... .... .. ........................ 

16,257,332 (1,568,266> 14,689,066 

5M,89S 0 SM, 89S 

<l.61S , 7J?) 319.992 <1 ,355,747) 

(10,451, 279> 811 ;578 (9,619,701) 

t,479,ln (46,027> t ,4ll,l45 

29l. , 60S 0 2:94 , 60S 

56, 250 (56,250) 0 

97,992 (5, 182) 92,810 
. .. . . ... -.. .. ... ... .. -.... . ........ ..... ...................... 

t.,647 ,t.28 <S" . ISS > t., 10l, 27J 
......•.•......................... c••••••••••• •••••••• ••• 
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ro.vo COOl! Ullll It CXIIff'OilAIIOO JCIO(OUil 010 I •C: 

..,...,..~,. ." 10 tt~lt ••"" -· 010. t90ln·vt 
I (U r{ AM (10010 I U)I/61 • I'C( I 01 l 

II UIIU If r\AAII I • 'lCIVIC( 

• Uted and ·~fv1 .d) .......... .... '""··~ "'""' • . lh..S - ......... ad·~~~' .... .. ,,... 
c. UV<I..-1 ..... 1 ... ...Sfutl~C t., t4'"f"''t1C« 

··--""'"! e41~l~C. ,..,. ................ 
( • U'U!d w-d U&.c hit ad I ... I- ,., _ ,..,pi-
f • ..,..,..-" W&-dvC pr.,._.h;_, ..-ct • U"'' •• r~•• 

et --~lr .,.,.,._,. C.6&'U 

-· .. ....,., ... .._~ ,. ..... ,-" ,., ,.,. ... .,. 
1 . ~Jhfet\e.l -.c:U ah« t• t..e ~-- ·~- ...,u 

Jl ~liD OCH((IAfiOO 

• \H ... ..-.,J .,..., ... M:t,U'\t~C. f W" lf'C.t'-'""4 l>l- • 
I . U1f'd M'td "'"''"' ad't'-t...nt • .,. .. i,. 
c:. Uw<l - .......... adlu&t-nt •• .. ..-.ten 
• · Uud *""* w~ful ... , ... 1_ ,.,. ..... ~ ,..,~ 
r . V•f'ld ~ U"W t u4 •:ff\4L-.rn~ ,.., f·~"" pl~ , . 

Ut<t\t .nd ""'--' ' "' 
,......,,.,on,..,.,,,... '-• ,....,..,. ... 

A .. 1\.tC(Jtt,., ~l lt(ll'll , .,.. ~ .arld ._.«-fw4. ~lt ... ,...., 

• Adl"''_,..' ,.,. t ('d_;nf ....,., "' e f f"Uol'~ ~..,t <t eD>\ 

• · Ad I"'•_..,• ,.,. .. ~...., ...,rft •• ,n......,. ~· · •~ 
• . •-• I,Ke tl.,.. • f ,.,-.,~ .u_~ eeh.- \ CIAC 

C. • "'• fl«• tt_.. •f •.-W1"'W ~ • 1-rwt..- ( lAC 

cSU, Jt.OI 

()O<, t .nl 

( .16,1.411 

us.'"' 

1144, 111) 

IOl,l la 

&0,040 
I,U) 

"·'" 

u o. 'O<I 
))0, 14 1 

' \l'O.l4 ) ........... .. 
en,_,, 

cua. 1•11 
(41.~) ... ... .. .. ........ 

CUS.,t.ITI 

········-· .. ·-

(6otS,4S U 

CSl l , l /19) 

cn.n11 

··· ·~'" ... -..... . 
t.61t , )70 . .......... 

( I 14,t101 

)T,76S 

"·-....... " ... .. . 
C~.OlTI 

······- ·--··--
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PAUl COI.Sf Ul I ll fT COIII'OitAI ION SOttouLC 110. I · C 

MJVS IK(NfS JO RAIC 8A$C OOO:C f 110. 890Zn-us 
f ( S f Y(AII Clo'OCO 12/li/M PAC( 2 or 2 

VAft~ VASICUAf CII 

6) I NV(SfiCAIION CO~J~ 

( SS6,l50) (S56,2SO) .... . ...... . ..... . ...... I 
1) V. (INC CAP I IAl ALLOUAIIC( 

• a a . . ···~·· 
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PALK COAS l U If llf 'r COIIPOIU.II ON 

SCltCOUl( Of CAP I TAl S TRUClUII( 

l(~T T(AR lWD(O 1?/l1/8a 

C09t I $!: I ON 

IIAl.MCl f(ST fUJI ADM I to 

(Ill P(lt KfllS ADJIISIH(NIS 1($1 TUJI 

SIOCXHOI..OCil (QUI fY 

lONC l (Rif 0£8 I 
SltOil T l ( IlK 0(8 l 

OUSIOM!Il O(POSIT$ 

O(f(RII(O I tC 

O(f(RII£0 flO . lAX($ 

Pll(PAIO f(O . TAX£$ 

IOIA.L 

2 1,068.245 

S.269. 2JI 
107,681 

?54, 104 

l,010, 161 

2,1.11,1171 

Cl,7JII,SSO> 

0 21,068,245 

0 S,269,2JI 
0 107,t.al 

0 ~4. 104 

1911,767 :S,2011,l.l9 

0 2, 1.1 2,1111 

l,l70,?24 c.SU,l76> 

COHHISSION COMKISSION 
PftO lATA ADJUSTCO 

ADJUSI!tfiiTS 8AVJ:CE 

(1 1,409,244) 9,659,001 

C?,ll5l , 176> 2,416,055 

C511,82a> 411, 11'>5 

( 136,690) 117,411. 

(1,7l7,167) l,l.71 ,262 

(l,l06,ll6) 1,106,Sl5 

1911,979 ( 16?,ll.7) 

:OCHCOUU: NO. 2 · A 

oocY( r wo. 8902n-us 

\IEICIII 

65.9lX 

16.49% 

O.l.U 

0.80% 

10. 04% 

7.55%. 

· 1. 16% 

100.00% 

COST 

11 .6J% 

11.7'9X 
9.00X 

a.oox 
o.oox 
0.00% 

o.oox 

VEl CHICO 

COST 

7 .67X 

1.45% 

O.Ol% 

0.06% 

0 . 00% 

o.oox 
0 .00% 

9.21% .... . . . ••• a ••••aP •• aaaaaw aa cacaaaaaa ••••••• 
RANG( 01 RCA~ABlCIIESS lOJ HIGH 

(OUIH 11 u x: ll . ll:Z. 

OV( All AI( 01 REIURII a.aax: 10.20% 
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PAlH COASt Ulllll f COti'OitAIIOII 

ADJ\JS II4CNI $ 10 CAPitAL SliM:lUIIf 

ICSI T(At ( lD 12/ll/88 

ADJU:;UC(IU$ 10 ACIUAl ACCOJIIIS 

A. Provis•on t or eddltiOO,)I lnv~nrnc ru CrC'diti: 
8. Adj~t_.,l n.latln!) Co (Hr-diNity lOU Acc~t 

C. AdJU",t~t r~latln? to taac~ on pr~ 1981 CIAC a.ounts 

PRO RAtA ADJU:.II4CNIS 

A. Stoc~J\olckr £qu•tY 

I . lOn? I c,.. O~t 
C. !>hort • ~,.. D&t 

0 . Cu~ t~r D~slt~ 

(. Ocf~rred l n...:".,....' I a" Cr~l t ~ 

r . O~fcrred r~ral ta,c~ 

C Pr~od r~ral la•c~ 

SCM(OUL( NO. 2·8 

OOCX(l NO. 8902n·~ 

PACl I ()( I 

198,267 

l91,702 
l.078. S22 

........... _ 

( 11 • 409. 2'4 ) 

<2.~l . 176) 

csa.a.za> 
( 136, 690) 

( 1,737,167) 

<l. l06,H6> 
198,979 

( \1 7,102 , 462) ........ 

I 

I 
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PALM COAST UTiliTT OOIPOaATION 

STATE&IiT Of UATEit OPCIIATIONS 

TEST TEAll CNOCD 12/ll/88 

OEsoti P I ION 
........... .......................... 

OPCIIATINC R(V( IiU(S 

OPCRAIIIiC CXPCNS(S 

OP(IlAf ION AIIO KAIIIf (NAiiCC 

OEPRCC IAIION 

A1!0R fll.A fl ON . CIAC 

TAX(S OIHCR I HAN INC01£ 

IN TAX(S 

TOTAl OPCRAT INC UP(NSES 

OPERA I IIIC IHCOiE 

AV(JIAC( 

TESt T(All 

PER UT Ill IT 
... ........ .. ... 

2,445,264 
..................... .. 

I • 204 , ISOIS 

1,1ISI.,Zll 

(1150,493) 

314,7ZI 

(93,097) 
..... ... ............. -
z.oo,1n 

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

15,09Z 

ADJUSf~NTS 

TO tHE 

lEST Ttu 
.................. 

863,610 
. ........ ...... ... 

(lSI , 798) 

<SliS,:Sn> 
(571) 

flO, 7.s6> 

SISS, 4SI 
............. .... . 

(136,031) 
....................... 

999,61.1 

•••••••• •• • ........... 
RAT( or ACIUIIN O. IJX 

•••• • • 

'2 73 

SCHEDUlE l • A 

oocar h'O. 890Zn· vs 

UTili IT AD JUS THEN IS ADJUSI~NT 

ADJUStED I'U ADJUSTED fOil ll!"vtlo'UC ADJUSTED 

TEST TEAll COCHISSION fEST YtAJI INCIIEAS€ 8At.MCE 

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

l , lotl,IS74 (820,047) 2,4M,827 639,103 l, 127, 930 
... ........................ ... . ... .. ... ... ......... . ..... ......... ........ ................ ... ... .. .. ......... ... ... ........ 

I,OS3,010 (99. Ill.) 953,1576 951,1576 

64S,ISS6 35 , 15~ 6151 , 731 6151, 731 

( 1151,061.) (9,603) (190,667) ( 190,667) 

21Sl,91SS ( 215,013) zss .9n 15,9715 271,950 

492,354 (Z9l , JIS ) 199,039 240, 1570 4'39,909 
................. ....... ................ .. ........... ......... . ... .. ... . ... .. ... ... .. ... .. -................... 
2 , Z94,141 (J94. 190) 1,1599,951 256, 8415 2, 156,799 

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

1.014, 7Jl (47'i,8S7> SM,IS76 31SZ,2SS 971,1ll 

•••• a&ae . ...... ... ••••••••••• . ......... . •••......• 
IS.MX s.sax 9.21X 

•••• . ..... •• .... aaa ....•...... 
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PAL" COAST UTILITY ~POitAT lOll 
STATEHCIIT Of UAST(~TER OP(RATIOIIS 

T(Sf YeAR EIIOCO 1l/J1/88 

AVE RACE 
TEST YEAR 

OESCitiPT lOll PER Ufll l TY 
............ ... ...... .................. . .. .. ... .. . .. ... . . .. 

OP(RA TIIIC lt(V£1iUES 1,1.48,86J 
OP(RATIIIC (XPCNS(S ...... . .. .. ....... 

OPCRAT IOII ANO KAIIITE~AIICC 978,112 

OEPit(C I A fl 011 1,1l5,285 

~117ATTON · CIAC (1,026,387) 

TAX(S OTHCR THAll IIICOitE 222 ,521 
I IICOK( TAXES (11,l1l> 

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

IOIAl OPCRATIIIC EXP(IISES 1,298,218 
............ ... .. ... .... 

OPCRAfiiiC 111COKE 150,645 
acaaaaaaaa:a 

RATE Or RETURN 3.24% ............ 

A.OJUSfi4ENTS UTI LilY 

TO TIU: A.OJUSIEO 

T(ST YEAR T£$1 YEAR 
............. .. ..... . .................... 

371,102 1,819,965 
. .... ... ..... .. ... .. .. ... .. .. .. .. ... .. ... .. . 

(156,671.) 821,438 

(656,558) 1.78,n7 

761,496 (264,891) 

(1.9,215) 1Tl,306 

210,91.0 199,627 
.......... .. ........ ................ 

109,989 1,408,207 
... . ............... - . .. ... .. ... .. ... .. .. ... 

261,113 1.11, 758 
...................... 

8.86% . .......... 

I 

SCHEOULE 110 . J · B 

00C(£T 110. 890Zn·us 

A.OJUSII4EIITS ADJUSII4ENT 

P(R ADJUST EO fOil It EVE IIUC ADJUST CO 

~ISS lOll TEST Y(AR lt.CREAS( BALAIICC 
. ... .. .. ... . .. .. .. .. .. -......... ... .. ... ..... -..... ... . .... ... ... .. ... ..... ......... 

<359. SJ 1 > 1,460,434 Zl.7. 1Z5 1,687,559 I ....... ... ............ ... ... ... ... ... .. . ... ... .. ... . ....................... . ... ................. 
(78,958) 742,480 742,1.80 

50,637 529,364 529,364 
(30,319) <295 . 210) (295 ,~10) 

( 15 ,837) 157,469 5,678 163,147 

(1 20,888) 78, Tl9 91 ,011. 169,753 
................... .......... ........ .. ... .. . ... ... ... .. .. .. .. ... .. ..... ...... .......... 

(19S,l65> 1, 212,81.2 96,692 1,309,534 
. .. .. ....... .. ..... .......................... .. ... .. ... .. ... ... .. ... .. ... . -.. -....... 

( 161.. 166) Z47. 592 130,433 378,0?5 ........ ... •••••aaaaca aaacaaaaaaa ........... 
6 .0lX 9.21% 

• •• ~ ....... & ........... 
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PALM COAST UTiliTY ~PORATIOW 
ADJUSTMENTS TO OPEAATINC STATEMENT$ 

TCST YEAJI EIIOEO 12/31!88 

1) OP(~ATINC ~(VENUES 

A. AdjU!Ot.._'nl to r everse r~ste<l r evenue ~~ 

B. Adjustii'Cnt to annuali~e •lscetlonc:ous charaes 

2 l OPERATIOII AND HAIIIIENAIICE CXPEIISCS 

A. Adjt.GlGOC:Ol for un:w:counted f or tevet o f u4ter 

B. U~cd and useful • uater distri bution 

c. used lll'd useful • wasteuuer collect ion 

D. Us ed and U!Oeful • edwin. ond general 

E. Adjustment for rate ca:;;e c:Kpense 

J l OCPRCCIATION CxPENSE 

A. Remove amQrti Lat lon of C:ktraord•~ry to~~ account 

B. U:oed and useful 1\dJusta~ent ~r Utility dc:pr. rate:;; 

c. AdJU'I t~~>~:nt t o r e fl ect U!Oc of vu•d--tlnc ,.at « 

' > AHORII l ATION (XP£NSE • CIAC 

A. Eff ect o f r educed provi:: •on for on.)rg •n o f re::erve 

B. AdJu:: ta~ent t o reflect u -.e o f vu•del•nc r~tes 

5) IAXCS OIHlR IHAN INCOH£ 

A. Regulatory assos~t tu relatltli to r eq.,ccte<l rev~ 

B. Regulatory anes_,t tu relat ing to •lscc:tl..- revenues 

C. Used lll'd U$C:ful reduct I on to property tn« 

SCHEDUlE NO. 3 · C 
oocxer 110. awzn·\IS 
PACE 1 Of 2 

VAI ER 

( 8.?6. 625 ) 

6 . 578 

($.320,047) ···- ........ . 

<'. 531) 
( 71, 581.) 

aa:a:•••••••••• 

<5,()1.7) 
(27,(15 ) 

68, Jl7 

ns .a~ 

••••••a:•••••• 

•] ,769 

<2l. 372) 

U 9 ,60Jl 
aaaaaac•••• a 

<20 .G66) 

1M 

<7,511) 

U 28,01J) 

····--········ 

UASIEVATER 

(JS9,531> 

nlS9,531) 
c.aaaaaaa••••• 

<'.079) 
(3, 29S) 

(71,S8L) 

($78,958) 
ca:aa•IUIIlc-.s::aa 

(7,250) 

(31 ,8 50) 

89,Tl7 

~50,637 

aaaaaaaac:.:saa 

20,289 

(50.608) 

cno.Jr9> 

(8,988) 

(S15 , 8J7) .............. .-. 
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PAlH OOAS f UflliiT OORPORAIION 

ADJU~' HlNTS TO OP(RAIINC S IAI CKCNTS 

I (SI Y(~ Eh'OC.O ll/)1/88 

6) PROVISION roa IN~ lAX($ 

A. AdJ\nt~t to show dc!fcrred tu adJ~GU>c:f'lt 
I . Adj~~t to yield Staff c•lculatoon of t est y~ar 

lncOifte uxeto proor t o revenue fldJ~Gtc>ent 

7) OPCRAfiNC REV£11\Jf"S 

tl) IAlllS OIH(R TitAN IN 

9) PROVIS I OII f OR INCOU: TAX(S 

AdJ~'~' to yocld Stef f calculetoon of test year 
income t11-.cs a fter r~ otdJ~t....-nt 

UAI (It 
............... 

(1,208) 

<29Z,097> 
................. ..... 

($Z9J,)0S) 

SCII(OUL( hO. ) · C 
OOC((f NO. ti90Zn· US 

PACC z or z 

\IA$1(\IATCII 
. . . . .. . ... .. . 

O,ZOS> 
( 119 ,680 ) 

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

($IZO,e88> 
.............. ...........•• 

~.39,103 $227, IZS ....... .. ........... . 

~S.67tl 

······~ 

. ... ... . " ............. 

I 

I 

I 
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ORDER NO. 2 2 84 3 
DOCKET NO. 890277-WS 
PAG: 84 

Schedule llo. ~II. 

Palm Coact Utility Corpor3Lion 

Schrdu1c of Current., Interim, Roqurot.cd , ond Approved Rotco 

Rosidcnt.iol and Conorol Service 

llaoc Facility Chllrql/': 
Hct.er Size: 
5/8 "X3/~ " 

l " 
1-1/2" 

2" 
3 " 
4 " 
6" 

Cha rgo per 1 , ooo C.l 11 on:. 

Priv3t.c Fir Protec tion 

Lin• S i zn: 
4" 
6" 
8" 

10" 
1 2 " 

0.JSC F'nc1Ut.y Ch3rc:JC: 
Ho t;or Siz.r: 
5/8"X3/4" 

l" 
1- 1/' " 

2 "" 
J'' .... 
6 " 

Ch a r9c po r 1, 000 Ca llo no 

Honthly Water RotcG 

Curren t. I n terim 

$7.74 $8 .44 
$19 35 $21.10 
$38. "10 $42.20 
$61.92 $67 . 53 

$ 123.84 $ 135. 06 
$191.50 $211.03 
$387.00 $ 422.06 

$2.64 $2.88 

$64.49 $70 . )) 
$128.99 $140 . 68 
$206.38 $225 . 08 
$296.65 $323 . 5' 
s~s ... !i8 $604.82 

$1.87 $<1.22 
$ 19.35 $21. 10 
$30. 70 $.02.20 
$61.92 $67 .53 

$12).84 $135.06 
$193.50 S21L 03 
$)87.00 $ 422 .06 

$2.64 $2.88 

Utility 
Rcqucot.cd 

$10.4 5 
$26.12 
$0.00 

$83.59 
$167.18 
$261.23 
$522. 45 

$3.56 

$87.06 
$174. H 
$278 . 61 
s .. oo.<8 
$7<18.(8 

$5 .22 
$26. 12 
$0.00 

$83.59 
$167.18 
$261.23 
$522 • .0 5 

$3. 56 

CoauaioGi on 
Approved 

$9.91 
$ 2 4 .76 
$49.53 
$79. 25 

$158. <: 9 
$247.64 
$495.28 

$3.38 

$82.53 
$ 165.08 
$ 264 . lJ 
$379.65 
$709.75 

$4.95 
$?4.76 
$49 . 53 
$79.2~ 

$ 158 .4 9 
$2<17. 6< 
$ 49 5.28 

$3.38 
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ORDeR 00. 2 28 4 J 
r:x:x:KET 00. 890277-ws 
PAGE as 

Sc hedule No . 48 

PalM Coast Uti lity Cocpo~a ion 

Sch eduJ e or Cucre nl , Re ques t e d a nd 1\pp! OV~d Ha l e:.> 

ne:..idcnLial 

Oase Facility Charge: 
Meter Size : 
All Me t er S i zes 

Ch rge per 1 , 0 00 Gallons 
(Max i mum 8 , 000 Gallons ) 

C<'n,..- 1 Scr v i c" 

lld •;c f"ilCl U Ly Cha t·ge: 
t<I'PL<'r Sizt>: 
~/U " X)/4 " 

l .. 

1- 1/2 " 
2 " 
) " 

4 " 
6 " 

Ch<lrgc pe a 1 , 000 Ga ll o n!'; 

Monthly wa~tewa lec Ra l e:.o 

Currc> n 

$9.07 

$:'.)9 

$9.07 
$22 . 60 
$4 5 . )!> 
$1 2.56 

$ 14 5. 1 2 
$226.75 
$ 453.:.>0 

$2.0 I 

ULiliLy 
Requested 

$11. )4 

$2 . 99 

$11.)4 
$20 .)4 

$0 .00 
$90.70 

$ 10 t. 4 0 
$20J. 4CI 
$:.>66 . 88 

$) . 59 

Commission 
Approved 

$10 .) ) 

$2.72 

S 10.JJ 
$25.82 
$51. 6J 
$ 8 2 . 6 0 

$165.20 
$2.58. 1 ) 
$5 16.26 

$).27 

I 

I 

I 
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