
BEFORE THE FLORIDA PUBLIC SEPVIC~ COMMISSION 

DOCKET NO . 960288-SU :n re : Application for approval 
of reuse project plan in 
Seminole County by Alafaya 

ORDER NO. PSC-98 -0~91-FOf- S[j 

ISSUED : March 16, 1998 
u ilities , Inc . 

The following Commissioners participat~d in the disposit1on )f 

Lhts matter: 

JULIA L . JOH NSON , Chairman 
J . TERRY DEASON 
SUSAN F . CLARK 

JOE GARCIA 
E . LEON JACOBS , JR . 

ORDER DIRECTING INVESTIGATION INTO REUSE SERVICE ISSUES 
AND 

NOTICE OF PROPOSED AGENCY AC1ION ORDER 
APPROVING REUSE PROJECT PLAN AND REUSE RATES AND CHARGES 

BY THE COMMISSION : 

NOTICE is hereby given by the Floridd Publ1c Ser~ice 

Comm1ssion thilL the action discussed herein approving a reuse 
project plan and reuse rat~s and charges is preliminary in nature 
and will become final unless a person whose Lntetests are 
substantially affected files a petition for a formal r rrreeding , 
pursuant to Rule 25- 22 . 029 , Florida Administrative Cod•~ . 

BACKGROUND 

Alafaya Utilities , Inc . (Alafaya or utility) , a subsidiary of 
Utilitles , Inc . , is a Class A wastewater only utility located i:> 
Seminole County . Water service is provided in the area by the City 
of Oveido (City) . As of December 31 , 1996 , Ala fay a was serving 
approximately 4, 300 equi valent residential connections ( ERCs) 
five different developments in the Oveido area : Alafay,t Woods , Twin 
Rivers/Riverside , Big Oaks , Lake Rogers and Litlle ru~r-k . 

Additionally , by Order No. PSC-96-1281-FOF-SU , issued October 15 , 
1996, in Docket No . 951419-SU , Alafaya ' s serv1ce area was amended 
to include currently undeveloped property which is located adjacent 
to th~ existing wastewater service area . The order wa s appealed b/ 
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BE::FORE THE FLORIDA PUBLIC SERVICE COt-1MISSIOtl 

In re : Application for approval 
of reuse project plan in 
Seminole County by Alafaya 
Utilities , Inc . 

DOCKET NO . 960288-SU 
ORDER NO . PSC-98-0391-FOF-SU 
ISSUED : March 16 , 1998 

The follow1ng Commissioners part1cipated in the d1spos1t1on ot 

this matter: 

JULIA L . JOHNSON , Chairman 
J . TERRY DEASON 
SUSAN F. CLARK 

JOE GARCIA 
E. LEON JACOBS , JR . 

ORDER DIRECTING INVESTIGATION INTO REUSE SERVICE I~SUES 
AND 

NOTICE OF PROPOSED AGENCY ACTION ORDER 
APPROVING REUSE PROJECT PLAN AND REUSE RATES AND CHARGES 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 

Comm1ssion that the action discussed herein approv1ng a reuse 

project plan and reuse rates and charges is preliminary in nature 

and will become final unless a person whose irterests are 

substant1ally affected files a petition for a formal pr •:! Pdlng, 

pursuant to Rule 25-22 . 029 , Florida Administrative Code . 

BACKGROUND 

Alafaya Utilities , Inc . (Alafaya or utility) , a subsidiary of 

Util1ties , Inc . , is a Class A wastewater only util1ty located 1n 

Seminole County . Wa t er service is provided in the area by the c~ty 

of Oveido (Cit y ) . As of December 31, 1996 , Alafr:~yet was serv1ng 
lprroximrttely 4, 300 c>quivalent re~ildt•ntLJl connec-tions (ERC.->) 1n 

five diffe re nt developments 1n the Ove1do area : Alafay1 Woods, fw1n 

Rivers/Riverside , Big Oaks , Lake Rogers and Little Creek . 

Additionally , by Order No . PSC-96-1281-FOF-SU , issued October 15 , 

1996, in Docket No . 951419- SU , Alafaya ' s service area was amended 

to 1nclude currently undeveloped property wh1ch ts located adJrtCent 

to the existing wastewater service area. The order was appealed by 
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the Ci ty, and was affirmed by rhe F1rst Distrir.t Court of Appeal . 

Clty of Oveido v . Clark , 699 So . 2d 316 (Fla. lst DCA 1997). At 
buLld out of this new territory, it is expected that Alafaya wLll 
serve an additional 5 , 700 customers . 

On March 6, 1996 , the ut1l1;:y filed an appllcation for 

approval of a reuse project plan pursuant to Section 367 . 08 17, 
Florida Statutes . The util1ty currently provides reuse to one 
customer, an 18-hole golf course , and is plann1ng to substantlally 

expand its reuse system as a means to dispose of all future treated 
effluent from the wastewater plant . Additional reuse/disposal 
capacity is needed to provide service into the recently amended 
addit1onal territory whi c h will allow the util1ty to mo~e fully 
utilize its existing wastewater treatment plant. W1thin 1ts 

tiling , the utility provided details , including cost estimates , of 
five reuse/disposal options . This case is unique in that it is the 
first case before this Commission that addresses rates and charge! 
tur residential reuse service . 

INFORMAL CUSTOMER MEETING 

On November 5 , 1997 , our staff held an informal cust 'mer 
meeting in Alafaya's service area to d1scuss the reuse options for 
this utility . The meeting was attended by utility customers and 
utility personnel . Representatives from the Department of 
Environmental Protection (DEP) and the St . Johns River Water 
Management D1strict (SJRWMD) were also in attendance , to respond to 
questions if needed . Twenty customers attended the meeting . Ou r 
staff described the five reuse/disposal options , as well as the 
utility ' s proposed rates and c harges . The customers were advised 
that two of the four options would Lnclude reuse serv1ce oGly to 
the newly amended territory, where reuse lines are requLred to be 
instal led during development . 

Ten customers commented on :he provision of reuse service and 
the associated rates and charges . Three customers stated that the 
City wa s prepared to provide reuse to their development (AlJlJyd 
Woods) . However, the customers contended that this effort was 
blocked by Alafaya. Since under the utility ' s proposal , Alafaya 
Wo ds will not be among the first devPlopments to rece1ve r~use 

s•· tV1 <-'t' Lt-om J\L,liaya , the customers .:1skcd why Uwy l:ould not 
receive reuse service from the City . One customer staLed t!~.:.~t he 
did not believe he had received enough information regarding the 
proposed reuse plan . He suggested that the uti 1 it y conduct a 
survey ro determine which customers Lruly wanted to receive reuse 
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serv~ce. ~e also inv1ted the utility to a homeowners' assoc~at1on 

meet~ng to discuss the proposal. 

Three customers stated that they did not agree with the 

proposed reuse availabil1ty fee because 1t does not make sense to 

them to charge a fee to customers simply because they have decl1ned 

reuse . Two customers stated that they do not want reuse due to 

concerns with odor . According to the customers , a street in their 

development is irrigated with reuse and that area has a bad odor 

whenever it is irrigated . It was explained to the customers by a 

utility representative and a DEl? staff member that there is no 

reuse 1n that area and the water they smell is from irrigation 

wells owned by the homeowners' association . One of the customers 

stated that he already rece1ves two bills for water and wastewater 

and did not want to receive a third for reuse . Certain customers 

requested more detail as to how their neighborhood would be 

r~trofitted should they receive reuse in the future. 

Two customers , including the president of a homeowners' 

association in the area, stated that several customers had not 

received aotice of the customer meeting. The homeowrwrs ' 

assoc~ation president stated that he would not have known about the 

meeting if he had not been told by one of the members of his 

assoc~at~on . Ho wever, Alafaya filed an affidavit of mail1ng , 

~ndicating that , o n October 28 , 1997, the utility mailed , by U. S . 

Mall , the staff-approved notice of the customer meeting to each of 

its customers , to the City, and to various developers . 

I?RUDENCY Of REUSE SERVICE 

Alafaya's wastewater treatment plant has a plant capac~ty of 

2 . 4 million gallons per day (mgd) . Alafaya currently util1zes two 

separate effluent disposal sites within its service area , with a 

combined rated capacity of 1.1 mgd . The first site consists of 

nine rap1d rate percolation ponds , and the second site conststs of 

slow rate public access level spray irrigation on an 18-hole golf 

course (E kana Golf Course) . The current wastewater flows of the 

existing customer base is approximately . 8 mgd ; therefore , there is 

sufficient disposal capacity in place to serve the ex~sting 

customer base . However, DEl? has limited the inflow capacity ot the 

treatment plant to 1 . 1 mgd as well , even though the plant could 

treat 2 .4 mgd. Therefore , the utility is not able to more fully 

utilize its wa stewater treatment plant without increas1ng ~ts 

effluent disposal capacity . 
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As noted above , Alafaya was granted a significant ~err1tory 
expansion by the Commission in Docket No . 951419-SU. As a result 
of that territory amendment , the utility can ulr1mately ser~e an 
additional 5 , 700 homes . The utility has current ~rPatment plant 
Cdpaclty 1n place to serve this new area ; however, aad1t1onal 
effluent disposal capacity will be needed in order to ut1l1ze ~hat 

treatment plant . 

Although Alafaya has two disposal options <J'/cill<~ble 

(pe rcolation ponds and an increase in ~he reuse system) , we :.nJ 
that percolation ponds are not a viable , long-term disposal opt1on 
for this utility . While DEP has not mandated that Alafaya ' s 
percolation ponds be phased out of serv1ce , DEP encourages 
waste·,o,~ater utilit1es to , when possible , discont1nue the use of 
percolation ponds as the primary means of effluent d1sposal 1n 
favor of reuse during the course of the permit renewal process . 

Based on Alafaya ' s circumstances , it is unlikely that DEP woul~ 
permit the construction of additional ponds . 

The utility has a pending application with DEP to expand its 
reuse permit . We have been advised by DEP that the appl1cation is 
111 1ts flnal re v iew stage , and should be 1ssued ,,.. ithin a shore 
t1me . It is DEP' s pos1t1on that both Sections 403 . 064 and 373 . ~50 , 

Florida Statutes , establish the encouragement and ptomot ion of 
reuse of reclaimed water as state objectives anrl that theretore 
reuse is 1n the public interest . Further , when a ut1l1ty located 
w1th1n a water resource caution area determ1nes that reuse 1s 
feasible , Section 403 . 064 , Florida Statutes , requires the uullty 
to implement a reuse system . SJRWM D has designated 1 t s en t 1 re 

d1str1ct as a water resource caution area , and strongly encourages 
rPuse for this utility . 

Based on the forego1ng , we> { tnd ltldl rPuse is thP mo•;t prudent 
option for inc r easing effluent disposal capac1Ly t or th1s uttllty 
in order to serve future customers . 

APPROVAL OF REUSE PROJECT PLAN 

As mentioned above , Alafaya presently has wastewater treatment 
capacity of 2 . 4 mgd and effluent disposal capacity of 1 . 1 mgd , 
~onsist1nq of 1 . 0 mgd go1ng to percolat1on ponds and .1 mgd going 
to the Ekana golf course fot spra y ltrigation. In Docket No. 
951419-SU , the utility ame nded 1ts serv1ce clrea L::> 1nclude rww 
territory which , when built ou~ , will include an add1tional 5 , ,00 
hcmes. While the amendment will allow the util1ty to more f~lly 
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ut~lize its present trealment capacity , it necessitat~s addit~onal 
effluent disposal capacity . 

Alafaya proposes to meet t~is need through expansion of _ts 
ex~~t~ng reuse facilities . Along with 1ts appl1cation , the utll~ty 
prov~aed an eng~neering study deta~l~ng five reuse opt~ons . The~e 

include an institutional scenario as well as four resident1al 
scenar~os . The institutional scenario 1nvolves provi'ilng 
irrigation service to nine locations . However , due to the small 
acreage involved , it is estimated this option would prov1de r.:y 
239,000 gpd of addit~onal reuse capac~ty , resulting 1n the highest 
cosL per gallon of all the reuse opt1ons . Therefore , we f~nd Lhat 
the institutional scenario is a non - viable option . An overview of 
the residential sce,arios ~s presented in Table 2-1 , below . 
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RESIDENTIAL AREAS SERVED EXISTING 
SCENARIO OR NEW 

1 ALAFAYA EXISTING 
WOODS 

2 TWIN EXISTING 
RIVERS/RIVER 
SIDE 

3 LITTLE CREEK EXISTING 

3 EKANA GREDJ EXISTING 

3 FLYING NEW 
SEMINOLE 
RANCH 

4 LITTLE CREEK EXISTING 

4 EKANA GREEN EXISTING 

4 FLYING NEW 
SEMINOLE 
RANCH 

4 LIVE OAK PUD NEW 

4 RIVER NEW 
OAKS/ESTES 
TRUST 

4 UNDEVELOPED NEW 
TRACT 

TABLE 2-1 

RETROFIT CUSTOMERS/ CAPITAL 
REQUIRED LOTS COST/REUSE 

CAPACITY 

YES 1 , 692 $2 , 811 , 000 
1 . 0 mgd 

YES 1, 692 l $2 ' 4 64 ' 000 
1 1 . 0 mgd 

NO 44 9 
i 

NO 82 

NO 1 ' 300 S1 , b31 , 000 
1 . 288 mgd 

NO 449 

NO 82 

NO 1 , JOO 

NO 1, 000 

NO 800 

NO 2 , 500 :n , 990 , ooo 
•
1

• 0 rngu 

The enyineering study liled wit:h Lhe pet:it:ion contain:; rno~ps ot t ll~· 

various reuse opt~ons. 
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In evaluating the scenarios in Table 2-1, we constder that the 
prtmary goal of the reus~ system ~s to allow the utility to dtspose 
of its effluent through buildout of its existing plant capactty . 
An initial cost consideration is whether retrofitting of a~ 

exist tng subdivision would be necessary to provide reuse . By 
ordinance , the City now requires all new development~ to jnstall 
reuse distribution systems at the time of construction. These on­
stte reuse distribution lines will be constructed and donated by 
developers . Conversely, if the more costly retrofit is required, 

this cost would be borne by the utility . 

As noted in Table 2-1, residential scenarios nos. 1 and 2 

apply tn existing subdivisions 1n which reuse lines would have to 
be installed . We believe it ts prudent for the uttlity to avotd 
these costs when a greater level of effluent disposal r::an be 
~chieved in the new territory with the developer assuming the cost 
and risk of constructing the on -s~te reuse systems . Ali 
developments included in scenar~os nos. 3 and 4 either have or wtll 
have residential reuse distribution systems which will be paid for 
by the developer and donated to the utility . However , only 
scenario no . 4 would allow all customers access to reuse in 
developments where reuse lines are required and increase -he 
utility ' s reuse capacity to 2 . 0 mgd . Through scenario no. 4, thP. 
utility will invest in the additional fllters , pumps , storage 
facilities and trunk mains to e xpand the reuse capacity to serve 
the new territory . As development occurs , construcL~on of the 
restdential reuse distr~bution system will cotnctde with increased 
wastewater flows to the utility's plant . 

Additionally, we looked at the cost per gallon per day t1pd) 
of the utility providing additional reuse capacity . As shown 1n 
Table 2-2 , while scenario no . 4 requires the highest capital cost , 
it represents the lowest cost per gpd and provides a reuse system 
with over twice the capacity of the other scenartos. 
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SCENARIO ESTIMATED 
CAPITAL COST 

HlSTITUTIONAL $1 , 265 , 800 

RESIDENTIAL - 1 $2 , 811 , 000 

RESIDENTIAL - 2 $2 , 464 , 000 

RESIDENTIAL - 3 $1 , 631 , 000 

RESIDi::NTIAL - 4 $3 , 990 , 000 

*AADF = Average Annual Da1ly Flow 

ADDITIONAL 
CAPACITY 
(MGD-AADF*) 

0 . 239 

0 . 4 37 

0 . 4 37 

0 . 456 

1 . 531 

TABLE 2-2 

COST/GPO 

$5.30 

$6.43 

$5 . 64 

$3 . 57 

$2 . 60 

Based upon the forego1ng , we find that scenar1o no . 4 

maximizes reuse capacity in the most cost effect1ve manner. 

Therefore , we hereby approve the utility ' s request to prov1de the 

needed disposal capacity to serve the additional territory under 

scenar1o no . 4 . 

REUSE AVAILABILITY FEE 

The utility has proposed a reuse availab1lity fee of S5 per 

month wh1ch would be charged to those customers who have a reuse 

line in front of the1.r home , but choose not to Lak•~ t.he r •'use 

service . The purpose of this charge is to offset the cost of 

installing the main trunk line to the developments and to encourage 

the use of reuse for irrigation . The reuse d1.stribut1on lines 

within the subdivisions will be constructed and donated to the 

utility by the developers . Our authority to approve such a fee is 

derived from Section 367 . 0817(3) , Florida Statutes, wh1ch requires 

all prudent costs of a reuse project to be recovered in rates and 

requires us to "allow a utility to recover the costs of a r~use 

proJect from the utility ' s water , wastewater , or reuse customers or 

any combination thereof , u as we deem appropriate . 

This Commission has never before approved a "reuse 

availabiliLy fee ." However , we are aware of similar fees charged 

by Pinellas County and the City of Altamonte Springs. Accord1ng to 

Jim Nelson , Reclaimed Water Administrator in P1nellas County , 1f 

reuse is available to customers, they pay $7 per month, regardless 
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of whe~h~r ~hey choose to take reuse . This fee covers the cost of 
the construct1on of the reuse distribution lines . If they choose 
to take reuse , they pay $9 per month. These custome r s do not pay 
a service availability charge to connect to the reuse systPm . 
However , the wastewater rates have increased in order to pay fo- a 
portion of the reuse transmission system . Accord1ng to Mr . Nelson , 

the rationale behind approving the reuse availability fee 1s that 
reclaimed w1ter is a benefit to the community similar to garbage 
p1ckup. Not every customer will place ~arbage at the1r cur~ or. 
eacn p1c kup date ; however , everyone is as ked to pay for ~he 

service . Asking everyone within a community to pay for a serv1ce 
such as reuse or garbage , even if they oo not use it , helps keep 
the rates lower , thus enabling a community to prov1de a service 
that may otherwise be cost prohibit1ve . 

The City of Altamonte Springs charges all residents where 
reuse is available a monthly $3 availability charce . Thos~ 
choosing to connect to the system pay an addit1onal $7 per month . 
The purpose of this charge is to recover the maintenance ot the 
reuse ltnes . The charge has been in effect since 1989 and 
currently 75% of the customers who have reuse available to them 
take the reuse . 

We view the implementation of a reuse ava1lab1l1ty fee as a 
mr>d1c1nism for encouraging the use of reclaimed water . The 
Legislature has stated that the reuse of reclaimed water benefits 
the cit1zens of the State of Florida . ~-l'C"Lt .... ns 373.750 cJnd 
403 . 064 , Florida Statutes , state that "[t)he encourag~::menL Jnd 

promotion of water conservation, and reuse of recla1med water . .. 
are stale objectives and are considered to be in the public 
interest . " Section 367 . 0817(3) , Flonda Statu~es , states that 
"(t)he Legislature finds that reuse benef1ts water , wastPwater, and 
reuse customers." Approving the reuse a vai lability fee slaou ld 
w>tivatP customers to use reclaimed water since the rate to receive 
a quality source o f irrtgatton water wtll be slightly higher than 
the reuse availability charge . • n .. HJdtLton, tlw r~use av,11l1bil1ty 
fee wil l help keep the reuse rate below the cos t ot poLJblt• w.at"t. 

Further , the use of reclaimed water will benefit Lhe en t 1 re 
development since the homeowners' properties may be enhanced by the 
availabtltty of recla1med water. Accordtngly, we f1nd it 
appropriate to appr ove a reuse availab1lity fee for this utility. 

As mentioned previously, three customers at the customer 
m•·•:Linq .spoke dq.unsL the propoc.;erl availabiltty fee . According to 
these customets , 1t Joes w>t mab.: St'nse to rh.1rqr-- a reuse 
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availability fee to customers simply because they have decl1ned 
r~use . One customer stated that if he does not want cable , he is 
not charged a fee for the cabl1ng 1n front of his home . Another 
,·t:stomer made a similar comparison w1th phone service . We note 
~hat these are existing customers of the utility who live 1n areas 
where reuse will not be available under the approved scenar1o no . 
4 . Although current customers may disagree wi th the reuse 
ava1labllity charge , we believe that the charge is appropriate . 
Tlle charge w1ll apply only to those future customers who will be 
residing in the areas considered 1n scenar1o no . 4, and not to the 
.... Jrrent customers . In additicn , as discussed below, the future 
customers will be made aware of the charge b0fore they move 1nto 
the development . We believe that whether an availability fee would 
be appropr1ate for the customers in the existing service ~reas is 
an issue which should be addressed at the time reuse becomes 
avAilable to these areas . 

In order to address the issue of adequate notice to the future 
residents of these developments , the utility shall put the 
developers on notice of the reuse availab1lity fee through thr• 

developer agreements so that developers may notify potentldl 
homebuyers of the fee . The utility ' s application for wastewater 
serv1ce shall also contain a statement adv1sing the new customers 
that they will be required to pay the reuse availability charge if 
they choose not to take the service . 

Based on the foregoing, we hereby approve the reuse 
availab1lity fee only for the proposed developments included tn 
scenario no . 4 , discussed above . The amount of the availab1lity 
fee is addressed below. 

REUSE RATES AND CHARGES 

W1thin its initial f1ling , the ut1l1ty prov1d•~d only 
engineering estimates of the cons truct1on costs and c.tssoc 1 d t •·d 

capacities of the var ious reuse scenarios . SubsequentLy , we 
rrc·cived additiona l account ing information wh ich the utility used 
to develop its initial revenue rr'quirements for all five reuse 
scenar1os . These init1al revenue requu:ements were calculat"d 
based on the assumption that the ent1re cost of the reuse pro J•·cL 

would be recovered solely from an increase in wastewater rates tor 
s..:rv1ct> . However, at that point , the utility advised that it wou ld 
work with our statf to develop dpproplldte rates and chc1rges to 
allocate and recover the addit1onal cost of th•.! reus" s·,- •t• m. 
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Our staff worked with the util1ty to develop prelim1nary rJtes 
and charges Lo be noticed and presented to customers at rhe 
cus t omer meeting . These rates and charges were based upo'l 
adJustments to the accounting data provtded by the utility as we:l 

dS a change 1n how the revenue requ1rement should be collect8d . 
for the reasons discussed below , we f1nd it appropriate fer the 
utility to collect the costs associated with this revr>n•Je 
requirement from future customers and reuse customers, and not 
through an increase in the current wastewater rates for servt~e . 

Since the ut1l1ty advised ou~ staff that it was in agreement Wlth 

this philosophy and the resulting rates , those rates are shown as 
PROPOSED in Table 4- 1 of this order . 

As previously nored , e x1st1ng customers , especially those 1n 
the Alafaya Woods subdivision , do not believe they should help pay 
tor the reuse system if they cannot use reuse for 1rrigation . Eve~ 

at buildout of the original service area , the existing p~rcolatto~ 
ponds and reuse system can adequately handle the wastewater plant ' s 
effluent . Obviously then , the need for the additional effluent 
d i sposa 1 provided by the e xpanded reuse sys tern is created by 
.artt tctp.tt"d cust >mer qrowth 1n rhe amended terrttory . FurthC>r, 
although ex1s• ing customers are nly uLllLong ctpproxlm.llPly 3r) ·t ()1 
the treatment plant capacity, according to the utility ' s 1996 
annual report , they are providing an 8% rate o f return through the 
current wastewater rates . The ref ore , we do not beU eve that it 
would be appropriate for ex1st1ng customers to share in the cost of 
the reuse system through an increase in wastewa te r rates . 

Based o n t he f oregoing , we find it app ropr ia te to requ 1 re 
f 1 ure customers to pay for the expanded reuse system through a 
c mb 1 n a t i n o t reuse r a L e s and inc: rea sed s P r v 1 c e .1 v a 1 1 a b 1 1 . L y 
charges . As discussed above , un1que to th1s proposal 1s a t• use 
availability fee whereby homeowners wi t h a reuse line ava1lable to 
the~r property wil l pay a charge for the availability of reuse Pven 
1t they choose not to rPceive reuse servtce . 

It is estimated that it will take approx1mately seven · ·en 
years to reach buildout in the new terri tory. Additionally, it 
will take approximately t wo years to construct and place the 
t.::<pdnded tPuse s ystem in service . Therefore , r:.he utility has no 
1.mmediate reusE> customer base upon whi ch Lo tt~coup the co!> ... ::. . 
Accord1ngly , we have developed initial rates and servtce 
ava1lability charges for inclusion of the upgraded reuse s ystem 1n 
th~ samP manner that we develop rates and -harges in or1g1nal 
ct•r<lftrt~t•' clpplicatl<-ns . ln origirwl C~'tltficatt"! cases , -.,.-e 
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calcu~ate rates which will allow the ut1l1ty the cpportun1ty to 

earn a Fa1r rate of return on investment when the plant reaches 80% 

o E capac1 ty based on project ions of plant cost , expenses , and 

customer growth . 

In this case , we have proJected utility plant-ln-service 

(UPIS) , operation and maintenance expenses , and customer growth and 

usage to the year 2013 , and designed reuse rates and incrPas~d 

service availability charges based upon th1s analys1s. ~ons1srPn ~ 

Wlth wh3t 1s done in original certif1cate cases , we have devel!ped 

pro forma schedules of rate base , capital structure , and operat1ng 

1ncome to be used as a tool to determine initial reus~ rates and 

charges . Because of the projected nature of th1s analysis , we 

shall not approve a rate base or revenue requi rerren t for the 

proposed reuse system in this docket. 

Rate Base 

The utility requested $3 , 990,000 for UPIS assoc1ated with 

scenario no . 4 . We find it appropriate to make t wo adjustments to 

the ut1lity ' s requested UPIS amounts to cemove a total of $715 , 000 . 

This amount 1s comprised of $236,000 for General Requ1remenL~ 1nd 

$479 , 000 for a 15% contingency allowance . Accord1ng to tne 

utility , the item referred to as "General Requirements" 1s the 

amount the contractor budgets for general administration of the 

c-onstruction to 1nclude items such as 1nsurance, bonds, 

adm1n1stration, mobilizat1on, and demobilization . We shall rem. •;e 

the General Requirements and the 15% contingency allo~ance berause 

of the projected nature of th1s case . These plant numbers .ue 

based on preliminary engineering estimates of the plant needed to 

complete the reuse project for scenario no . 4 . The amounts l.lv~ 

not been supported by any invoices or contracts since tt is 

premature to go to this level of detail. We find that the 10% 

engineering contingency allowance already included in the cost 

est1mate is sufficient for purposes of establishing initial rates 

and charges . 

In our estimation of rat e base for this reuse project, we have 

included accumulated depreciat1on as of the year 2013, based on the 

adjusted UPIS and depreciation rates as conta1ned 1n our rules. In 

addition , we have included projected contributions in ald of 

const ruction (CIAC) to the year 2013 as well as the rel1ted 

amortization of CIAC . The projected CIAC represents the collectton 

of the 1ncrease approved herein in the plant capac1ty charg0 , as 

d1scussed below . Based on the above adjustments, we find th3r the 



ORDSR NO . PSC-98-0391-fOf-SU 
DJCKET NO . 960288-SU 
f:>AGE 13 

tfJ!H :>!riat~ r<Jte base for determining initial reuse rates is 

5619 , 085 . 

Cao1tal Structure 

The utility ' s capital structure lS based on that of its parent 

company , Utilities , Inc ., which is 49 . 38% common shareholders ' 

equity and 50 . 62% long- term debt . The common shareholders ' equity 

-onsists of corr'Tlon stock, treasury shares , paid 1n capita: and 

retained earn1ngs . The long- term debt consists of collateral trust 

notes and mortgage notes . 

The utility ' s capital structure was adjusted to reflect 

reconclliation to the adJUSted rate base and to the most recent 

return on equ1ty . We have calculated the range of return en common 

equity to be 9 . 06%-11 . 06% using the current , approved leverage 

f ) rmula , as authorized by Order No . PSC- 97 - 0660-fOf-WS , issued Jun~ 

10 , 1997 . 

St.dtement of Operations 

Operation & Maintenance (O&Ml Expenses 

The util1ty ' s proposed O&M e xpenses were adjusted to reflect 

redsonable accounting and eng1neering costs . The utility requested 

5112 , 000 for staffing and administration of the reuse project. We 

hereby find that $95 , 440 is appropriate based on the followu~g 

calculations : $11/hr for a Class C Operator•l6 hrs/day* 365 days)~ 

($15/hr for a Class B Ope r ator*8 hrs/day* 5 days/wk*52 wks/yr) . We 

base these calculations on data found in the Wastewater Permit 

Application and on the rates per hour approved here1n . 

The ut i lit y requested $63 , 520 for electricity , $4 , 500 tor a 

filter media , and $ 1 , 490 fo r chlorine . According to the ut1lity , 

these requests were based on the additional chemicals needed for 

high level disinfection and additional electricity needed for the 

high service p umps . Because we find these amounts t o be 

r0~sonable , we make no adjustments to these expenses . 

The utility also requested 5125 , 570 for equ1pment repitlr dnd 

replacement . According to the utility, the analys1s to dett!tmlne 

this amou n t was ba s e d o n 5% per year of the consttuction c o sts 

required for repai r and replacement . In addition, Lhe value is 

based on the utility engineer ' s experience that mechanical 

equipment such as the pumps , tert1ary f1lters , and other assoc,~ted 
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equipment have an average service life of twenty years. We have 

reduced this amount to $75 , 342 , including an adjustmen~ co remove 

replacement costs , which w~ find should be cap~talized rather than 

expensed , and to lower the percentage f or equipment repair to 3% , 

which we f~nd is a more reasonable level . 

Regulatory Commission Expense 

The utilic.y ' s application did not include a req~est for 

recovery of expenses associated w~th this proceed1ng . We requPsted 

the utility to provide detailed billing reco rds support~ng the 

actual e xpenses as of November 24 , 1997 , as well as a detailed 

es t1mate of the expenses necessary to complete this Proposed Agency 

Action proceed1ng . In response to th1s request , the util1ty 

requested reco very of $57 , 120 , and provided documentat1on in 

support of its request . However , we discovered an error in the 

uril1ty ' s request , which results in a corrected requested amount o f 

$59 , 600 . 

As discussed previously , th~s is but the second case ft led 

under Section 367 . 0817 , florida Statutes . Therefore , we l ooked to 

the ci r currstances in Docket No . 950615-SU , the Aloha UtilltlF>s, 

Inc . (Aloha) ..-ase , which was the first case f1led under Sect~on 

367 . 0817 , florida Statutes , for guidance 1n this matter . 

S imilarly , Aloha ' s initial filing did not include a request lor 

recovery of regulatory commission expense . Ho wever , we 

subsequently asked Aloha to provide this inform2tion, and , 

ulltm<~lt'ly , Al0ha was allowed recovery o f its prudently incurred 

rate case expenses , amortized o ver a f our- year p e ri od . 

In general , we believe that utilities , especially Class A 

utilit1es , know or should know that if a rate case o r lim1ted 

proceeding filing does not include a request for recovery of 

expenses associated with the proceeding , the utility ' s recovery of 

those expenses will not be app r oved , regardless of whether the 

expense information is subsequently provided . We note that Section 

Jb7 . 0817 , florida Statutes , is silent with respect t o recovery of 

rate case expenses . The statute neither prohibits nor expressly 

authorizes such recovery . Consistent with the approach used 1r1 the 

Aloha case , we find it appropriate to allo w Alafaya to recover tts 

prudently incurred expenses associated with this proceeding . 

We have analyzed the utility ' s documentation and have made 

several adjustments . A summary of the utility ' s request, ::>ur 

adjustments , and the amounts approved herein are d1scussed oel::>w . 



OPJER NO . PSC-98-0391-FOF-SU 
DJCKET NO . 960288-SU 
Pl\GE 15 

Legal fees 
Engineer-ing fees 
In-house personnel 

TOTAL 

Utility 
Requested 

$ 12 , 670 
30 , 038 
16 , 892 

$ 59 , 600 

Commission Commission 
Adjustments Approved 

$ ( 11 322) $ 11,348 
( 11 905) 28,133 

0 16,&92 

$ ( 3 , 227) $ 56,373 

A review of the documents prov~ded to support legal fees 

revealed billings for services rendered in the utility ' s liLigat1on 

against the City. These expenses were removed . We r~viewed the 

rema.:..ning documentation associa::ed with legal fees , and we ftnd 

that the remaining expenses of $11 , 348 are reasonable . A revtPW of 

the engineering-related invoices revealed that one of the invoices 

also contained a bill for services rendered in the utility ' !? 

1' t iga t ion against the City . Therefore , these expenses wen~ 

removed . Howeve~ , we find that the remaining englneering-related 

expenses of $28 , 133 are reasonable . The utility has requested 

expense recovery of approximately $17 , 000 associated with the time 

spent by in-house personnel on the instant case . We have reviewed 

these expenses and find them to be reasonable . 

The appropriate mechanism of e xpense recovery gave us pause , 

as we do not believe it is appropriate to classify these expenses 

as rate case expense . Although th1s ~s a reuse case and was ftled 

under the reuse statute , the circumstances and subsequent 

ratemaking in this instance represent a hybrid of reuse and 

original certificate cases . As discussed above , this reuse system 

represents new construction based on projected costs , and new , 

unconst ructed developments represent the planned customer base . As 

such , the methodology for setting rates resembles how rates are set 

1n original certificate cases . 

In o riginal certificate cases , the regulatory costs associated 

wtLh Lhe utility ' s filtnq of 1ts case before thts Commissio:1 are 

not considered rate case expense . Ruther, thf'y arf'! recordt'd tn 

plant - in - service as organizational costs and amorLi zed oVl!t' t lw 

life of the utility . However , the costs in this filing cannot be 

considered organizational costs because the utility already has its 

certificate from the Commission. Nor do we believe it is 

appropriate to classify these costs as rate case expense (as we did 

in the Aloha case) , because to do so would require a four-year 

.tmorti:>ation period , with a subsequent , statutorily-required 

.tur.umctti.; rate reductton at the end of that four-year pertod . As 
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noted above , there are currently no customers on-line or receiving 

serv1ce, and there 1s some degree of uncertainty as to when 

construct1on of both the reuse system and the adJacent developments 

'"lll be complete . Therefore, we do not believe that the utility 

will fully recover these expenses in th~ four-year per1od. 

We f1nd that an appropriate ratemaking tteatment ot :..h.~s·; 

expenses is to treat them as a regulatory asset, dP[ined in th~ 

Un1form System of Accounts as follows : 

"Regulatory Assets and Liabilitiesu are assets 
and liabilities that result from rate actions 
of regulatory agencies . Regulatory assets and 
liabilities arise from specific revenues , 
expenses , or gains or losses that would have 
been included in determ~nation of net income 
in one period under the general requirements 
of the Uniform System of Accounts but for it 
being probable that ; 1) such items will be 
included in a difterent period(s) for purposes 
o L developing the rates the utility 1s 
authorized to charge for its utility serv1ces ; 
o r :) in the case of regulatory liab~lities , 

that refunds to customers , not provided for in 
other accounts , will be required . Regulatory 
assets and liabilities can also be created in 
reconciling differences between the 
requirements of generally accepted accounting 
principles, regulatory practice and tax laws. 

Based on the above definition , we find it appropr~ate to class1fy 

the expenses as a regulatory asset , with the annual amortization of 

such to be recorded as regulatory commission expense. 

As previously noted , we have projected that build-out of the 
reuse system will take seventeen years. Accordingly, we f1nd 1:.. 

appropriate to amortize the regulatory asset over that same period. 

Then"'fore , we hereby create a regulatory asset in the amount of 

~~'J6 , 3/l, which, dmortized over a sevPntePn-yf"ar period, results in 

an ~nnual regulatory commiss1on ~xpensc JL $3 , 316 . 

Based o n the foregoing , we have calculated O&M expenses to be 
$::.1 3' b )8 
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Deoreciat1on Expense 

The utility requested $174 , 239 1n deprec1at1on expense . ~e 

huve r~dUCI;!d thlS amount to aCC')Unt for tlw items rr::movrod ftom !JPf::> 

c.nd to reflect the amort1zation ot CIAC . Based upon Lhes1~ 

ddjJs~ments , the appropr1ate depreciation expense 1s SIJ3,,~5. 

Taxes Otrer Than Income 

The util1ty requested $7 , 915 in property taxes . This a~oun: 
was based on the value of the treatment and disposal equipment 
multipl1ed by Seminole County ' s ad valorem tax "ate , or , 
$418 ,000* . 018935 . A review of the utility ' s tax records from the 

last thr~e years shows that the amount requested by the utility 1s 
comparable to what the utility has pa1d for ad valorem taxes in the 
past . Consistent with our previous adjustments , this amount was 
t~duced to refle't our adjustments to UPIS , resulting in an amoun t 
for property taxes of $6 , 497 . In addition, we have added 
regulatory assessment fees in the amou n t of $20 , 042 based on 4 . 5% 
n r the calculated revenue requ1rement for the reuse proJect . 

Revenue Requirement 

Based on the foregoing , we have calculated a revenue 
t•=4u1r0ment for establishing initial reuse rates of 544~,370 , which 
w1ll allow the utility the opportunity to earn a 9 . 52% overall rate 
of ~eturn on the reuse plant additions when it reaches 80% buildout 
1n the new terrltory . 

As previously noted , due to the projected nature o1 the 
informat1on , the calculations of rate base , capital structure, 
expenses , and reve nue requirement discussed above are presented 
only as tools to aid us in establishing initial reuse rates and are 
not intended to establish the reuse rate base or associated revt>n'•'' 
r·~qu1rement . This is cons1stent with Conun1Ss1on policy in oriqinc~l 
certificate applications . 

SERVICE AVAILABILITY 

Based upon the adjusted plant cost Jl S3 , "/~ , J0ft tor 

residential scenario no . 4 , we have calculated a plant capacity 
charge associated with the reuse project of $230 . Th1s capacity 

•1c1rge is designed to recover 15~ of thr> cost of the r ~~use syst •:m 
by the yei:Jr 2015 , net of depreciation . This charge will be cH.ldeo 

to the existing plant capacity chdrge or 5410 and recovered trom 
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all new wastewater customers throughout the utiliry's ~ntire 

servic~ area . This results 1n a total plant capac1ty charge o~ 

$640 , wllich is hereby a(.-proved and is shown in Table 4-1. We t 1nd 
this to be a reasonable plant capacity charge for ''"'astewat~r 

s•.:ntlce . 

In addition to the plant capacity Chdrge , 1t may be 
appropr1ate that new customers bear the cost of connecting thPlr 
rroperty to Lhe reuse system. At this time , the cost or sJch 
connection and wh1ch party would bear wh1ch port1on of the r-sr is 

unclear . The utility had iritially proposed a meter installation 
charge of $150 . This was based upon the initial cons1derat1on of 
Providing reuse under a metered rate. As discussed below , we are 
not approv1ng a metered rate at this time . Therefore, no meter 
1ns:allation charge is appropriate at th1s time . 

In response to a staff data request regard1ng the cost ~ 
associated witt. connecting to the reuse distr1but1on line , the 

utility stated that it anticipates that a typical service 
connection would include a corporation stop, meter, backflow 
preventer , and associated service line piping . The ut1l1ty 
estimates these costs to be $500. However, we have lParned that 
while backflow prevention devices may be required on potable wa te r 
connections of reuse customers , they are generally not required on 
l"liS~ connections . Additionally , while developers will construct 
dnd donate the on-site reuse distr1but1on syslt.>ms , SlllC"•• th•~r .. dT" 

no developer agreements yet in the new territory, 1t 1s unknown ~o 

what extent the developer will construct and donate the service 
line piping . Since it is anticipated that it will take 
approximately two years for the expanded reuse system to be 
operational , we believe it is premature to develop these ·Js~s 

until the utility gains experience in knowing what is requ1red t Jt 

a service connection, the cost of the connect1on and what, if ~ny , 

of this cost will be borne by the developer. Once these costs are 
known , 1 reuse connecti on charge can be established in a tutur:e 
tariff filing. 

MONTHLY REUSE RATES 

Wt.! tl'cognize the need to pr...~mot•• tf.!Usc . Wt• 1l~o n?coqnl.:" 
that although reuse is of a lower qual1ty than potable Wdter , tt LS 

still a valuable water source which should not be wasted . From the 
standpoint of effluent disposal , it is necessary that the =~use 

system be used to the extent needed to dispose of effluent . 
However, the provision of irt1gat1on as a separdte serv1ce 
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~;ighlights the fact that only a limited amount of reus·~ 1s 
available . To set rates in th1s docket , we hav~ used the estimates 
provided by the utility's engineer that so~ of the wastewater 
customers will use reuse and use 500 gpd. Only time will tell i~ 

:..hese est1mates are valid. However, should the part1c1pat1on rate 
or usage be understated , in the future , the utility may not be able 
to provjde sufficient reuse to all customers desiring 1rrigation 
service. 

S1nce this is our in1tial case 1nvolv1ng a residenr1al reuse 
system, we have contacted several Florida cities and counties wh1ch 
presently have residential systems. While a majority of these 
utilities use a flat rate for residential reuse serv1ce , several 
have stared that meter1ng would be desirable to cu r ta1l excess1ve 
irrigation usage. However, if needed, these utilities , which also 
provide water service , can supplement their reuse systems with 
potable water. There is an obvious tradeoff between the 1mpace 
meter1ng has en conservation and the cost of meters and 
1dm1nistering a metered rate. The utility has stated that 1t w1ll 
take approx imately two years to upgrade 1ts reuse system . We 
believe 1t is important to get the reuse system up a nd ~unning 1n 

anticipation of increased effluent flows. As noted above , it is 
c1nttctpated tl-tat the new territory may not be butlt out for 
S•'vent~en yeats. Therefore , 1n the initial yec.~rs of operat1on of 
the reuse system, the utility can , if needed, use effluent from 1ts 

ex1sting customers to meet the demand on the reuse system . 

Our approved reuse rates are shown on Table 4-1, wh1ch ts 
ptesented below. In order to encourage customers to take reuse and 
assure adequate effluent disposal, we find that it is appropriate 
to begin residential r euse service under a flat rate, which we have 
calculated to be $9 per month. However, in the future , should it 
b~come necessary to meter reusP to lessen the per customer usdg~ , 

we believe that the utility should reserve the right to meter r~use 
serv1ce w1th the customer bearing the cost , as would be the case tf 
meters were 1nitially installed. Therefore, in :.ts customer 
application for reuse service, the utility shall specity that 1f , 
1n the future, service is provided under a metered rate structure , 
the customer will be responsible for the cost of the meter . In 
this way, all customers will be aware from the onset of the 
potenttal of metered rates and the associated meter installat1on 
charge . 

We tind that a metered rate is appropriate tor gen~rtll St~t·vi,-, 

customers , and we have calculated a r3te of $ . 60 per 1,000 gallor:s. 
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:his rate will be applicable to any future non-residential reus~ 

customer as well as to the existing Ekana Gol: Course . Pr~sently, 

the golf course is receiving 100 , 000 gpd of reuse pursuant to a 

contract . This lS a long term contract signed ln 1988 which w1ll 

expire in the year 20 48 a nd states that reuse will be prov1ded at 

no charge . Nevertheless , the Commission is not bound by this 

agreement . fPSC v . Lindahl , 613 So . 2d 63 (fla . 2d DCA 1993) . We 

note that the environment in which the agreement was negot1ated has 

changed . The Alafaya service area is now within a water resource 

caution area and reuse is a valuable water resource . We find that 

it is fair and equitable , and in the public interest , to charge the 

golf course the same as residential customers if such action does 

not compromise the utility ' s effluent disposal capab1l1 t y . The 

golf course wa s noticed of the customer meeting and the notice 

specified that existing reuse customers may be subject to the reuse 

rate . Representatives of the golf course d1d not at tend the 

meet1ng and have contacted neither the util1ty nor the Comm1ssio~ 

regarding Lhe charge . 

Alafaya ' s wastewater and reuse customers are provlded potable 

water from the Cit y. The City ' s water rates are as follows : 

Minimu!'l Charge 
3001 - 10 , 000 gallons 
10 , 001 - 15 , 000 ga l lons 
15 , 001 - 30 , 000 gallons 
over 30 , 000 gallons 

$5 . 30 (includes 3 , 000 gallons) 
$1 . 00/1000 gallons 
$1 . 50/1000 gallons 
$2 . 00/1000 gallons 
52 . 50/1000 gallons 

Using the utility ' s estimate of 15 , 000 gallons per month for 

1rrigation usage , a majority of the usage , ~bove normal household 

consumption, wou ld be billed at e1 ther $1 . 50 or $2 per l , 000 

gallons . Based upo n the $9 residential flat rate approved herein , 

15 , 000 gallons would equate to $ . 60 per 1 , 000 gallons. ThereforP , 

we find that this r ate is reasonable and provides an incentive to 

use reuse when compared to the City ' s water rate . 

The utility ' s rresenL and proposed reuse ~nd serv1ce 

availability charges and the rates and charges approvPd here1n Jt•• 

shown in Table 4 -1 , below. 
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CHARGE PRESENT PROPOSED 

r-1ETER N/A $150 . 00 
INSTALLATION 

PLANT CAPACITY $410.00 $640 . 00 
CH.Z\RGE 

Rl::USE ~)ERVICE N/A $ 9 . 00 

(RESIDENTIAL/ 
MONTH) 

REUSE SERVICE ZERO s . 60 
(GENERAL 
SERVICE/MONTH/ 
PER 1000 
GALLONS) 

AVAILABILITY N/A $ 5 . 00 
FEE (MONTH) 

TABLE 4-1 

COMMISSION 
APPROVED 

N/A 

$640.00 

$9 . 00 

s . 60 

$5 . 00 

The utility shall file revised tariff sheets and a proposed 

customer notice to the existing golf course . The approved rates 

shall be effective for service rendered on or after the stamped 

approval date on the tariff sheets pursuant to Rule 25-30 . 475(1), 

Florida Administrative Code , provided the reuse customer has 

received notice . The rates shall not be implemented until proper 

notice has been received. The utility shall provide proof to our 

staff of the date notice was given within ten days after the date 

of notice . The service availability charges shall be effective for 

connections made on or after the stamped approval date oE the 

rarifE sheets pursuant to Rule 25-30 . 475(2) , Flor1da Administrative 
C xlc . 

PROVISION OF REUSE SERVICE TO EXISTING CUSTQM~RS 

As noted above , at the informal customer meet1ng, some 

~ustomers of the utility ' s Alafaya Woods service area 1ndicated 

their desire to obtain reuse service . By this order , w0 r.1re 

approving the implementation of scenario no. 4 of the ULlltLy ' s 

reuse study , in order for the utility to begin expans.ton o~ 1 ts 

r••1r ~;" to~.- •lttiPs to Lhr> new areas to be constructed . A major 
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reason for this cho1ce 1s tnat reuse lines w1ll be 1nstalled at the 
time the developments are constructed . In order to provide ser~1ce 
Lo Lhe l'XisLinq subdivisions , reuse lines would have to be 
retrofitted , which would add significant costs . 

At the customer meeting, some customers indicated thdt he 
City is willing to provide reuse service to the area , and has 
passed a bond issue to pay for installing rt!use lines in the 
existing subdivisions throughout the City . Accord1ng to the 

ru&tomPrs , he utility blocked the bond issue and kept the :ity 
from providing reuse service in the Alafaya Woods subdivtsion . The 
customers questioned why they could not receive reuse service from 
the C1ty since the utility apparently has no plans to provide the 
service to the existing areas . 

For informational purposes, we note that the City has a 
wastewater distr1bution system serving approximately 400 customers ! 
The City does not have a wastewater treatment plant, but :ather has 
a contractual agreement with Seminole County whereby the effluent 
is treated at the County ' s plant. However , the City has adopted a 
Wdstewater master plan wh ich includes the provision of reuse 
service within its municipal boundaries . To our knowledae, the 
C1ty is no~ providing reuse service at th1s time . 

In a data request sent after the customer meeting , our staff 
asked Alafaya if it had , in fact , attempted to impede the lity ' s 
Plforts to issue the bonds . The utility responded in a l·~ ter 
dated December 18 , 1997 : 

Utilities , Inc. entered into an agreement to 
purchase all of the outstanding stock of 
Alafaya Util1ties , Inc . 1n September · 99'1 . 
Prior to that time, apparently , a dispute 
arose between the utility and the City of 
Oveido regarding the right of the City to 
provide reuse service within Alafaya ' s PSC 
authori zed territory . In January 1995 Alafaya 
did chal lenge the City ' s bond validation to 
the extent the City wa s going to use the 
proceeds to provide reuse within Alafaya ' s 
serv1ce area. 

However , that dispute was resolved in March 
1995 when Alafaya and the City entered into a 
Memorandum of Intent ("MOI "). In the MOI, 
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Alafaya agreed not to contest the C1ty ' s 
validation petition provided that the Clty 
agreed not to use any of the proceeds from the 
bond issue to fund infrastructure for the 
provision of reuse service within Alafdya' s 
PSC authorized terri tory . Although Ala fay a 
withdrew its objection 1t does not appear that 
the City has c hosen to move forward with any 
reuse project even though the majority of Lhe 
geographical area of the City is not wi h1n 
Alafaya ' s service area . 

The staff also questioned whether the utility anticipates 
impeding any future attempts of the Cit y to issue the bonds . The 
utility r esponded as follows : 

Alafaya would not oppose the City's plan to 
provide reuse in any portion of the City that 
is o utside of Alafaya ' s PSC authorized 
territory . As stated previously , the City has 
agreed not to provide reuse within Alafaya ' s 
PSC authorized territory . Therefore , Alafaya 
does not anticipate attempting to impede the 
City to issue the bonds . 

In an effort to address the request of some of the extst1ng 
customers that reuse service be provided in their areas , t::e 
utility was asked if it has any long-range plan address-"-ng tne 
provision of r eus0 service within its ent1re serv1ce area . The 
utility responded as follows : 

Alafaya has looked at the various options for 
providing reuse throughout 1ts serv1ce 
territory .. . . Alafaya ' s long range plan 1s to 
make reuse service available to as many of 1ts 
customers as is economically feasible . 

The e xpansion of reuse se rv 1ce to cur re:.: _! 
developed areas will largely depend on ~c·..: 

many customers in the new areas take advar.:Jqe 
of the available reuse service . -.: a 
significant portion of Lhe homes in the new 
area take reuse serv1ce , t h0re may not be 
sufficient effluent available for d1str1~Ct1on 
to other areas .... 
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Alafaya agreed not to contest the C1ty's 

validation petition prov1ded that the Cny 
agreed not to use any of the proceeds from the 
bond issue to fund 1nfrastructure for th~ 

provision of reuse servlce w1th1n Alafaya ' s 
PSC authorized ter r l tory. Although Alafaya 
withdrew its obJeCtlOn it does not appear that 
the City has chosen to move forward Wlth dny 
reuse project even though the maJOrlty of the 
geographlcal area of the C1:y 1s not withln 
Alafaya ' s service area . 

The staff also questioned whether the utility ant1cipates 

1mpeding any future attempts of the C1ty to issue the bonds . The 

ut1lity responded as follows : 

Alafaya would not oppose the C1ty ' s plan to 
provide reuse in any portion of the C1ty thdt 
:.s outside of Alafaya ' s PSC author1zed 
territory . As stated previously , the City has 
agreed not to provide reuse within Alafaya ' s 
PSC authorized terrltory . Therefore , Alafaya 
does not anticipate attempting to 1mpede the 
City to issue the bonds . 

In an effort to address the request of some of the c~ist1ng 

customers that reuse service be provided 1n their areas , i:he 

utility was asked if 1t has any long-range plan address1ng the 

provision of reuse service with1n its entire serv1ce area . Th~ 

utility responded as follo ws : 

Alafaya has looked at the var1ous opt1uns for 
p r o v idi ng reuse throughout its service 
te r ritory .... Alafaya ' s long range plan is to 
make reuse service ava1lable to as many of its 
customers as 1s economically feasible . 

The expansion of reuse service to currently 
developed areas will largely depend on how 
many customers in the new areas take advantage 
of the available reuse service . If a 
significant portion of the homes in the new 
area take reuse service , there may not bt• 

sufficient effluent available for distribution 
to other areas .... 
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Alafaya does not have a plan for surveying its 
customers at the present t1mr . However, 
Alafaya would survey its customers in the 
currently developed areas pr1or to , or in 
conjunction with, an applicat1on to the PSC 
for approval of a plan to retrofit those 
existing subdivisions . 

We believe the customers have a valid concern w1th regard to 

obtaining reuse service . Whi le Alafaya 1s not ready to prov1de 

reuse service to the e xi sting areas and has no estimated timet~ble 

as to when it will be , the utility is dpparenlly not willing to 

allow the City to provide the serv~ce . The customers have 

1ndicated that the City is willing to provide reuse , but has not 

been 3ble to due to actions of the utility . It appears that the 

customers are caught 1n the middle , undble to get reuse serv1ce 

from either entity . As discussed below , we do not believe tha f 

Alafaya ' s was tewater certificate carries wi th it any exclusive 

r1ght to prov1de reuse w1thin that terr1tory . However, it appears 

that the utility has ma1nta1ned in its d1scuss1ons w1th the C1ty 

that the wastewater certificate does in fact provide that excluJive 

r1ght . 

In addition , staff has received a letter from Mr. Harold A. 

Wilkening III , P . E., Assistant Direc t or , Department of Resource 

Management at SJRWMD, expressing conce rn that Alafaya may not have 

sufticient e ffluent flows to provide reuse to all potential 

customers in its entire se rv ice area . Accord1ng to Mr. W1lkening , 

the District has made the implementation of reclaimed water reuse 

and other alternative water supply sources a high priority in its 

regulatory and water supply planning efforts in this area . While 
he supports the efforts of Alafaya to implement a reuse program , 

Mr . Wilkening is concerned that efforts by Alafaya to proh1b1t 

another provider from supplying additional reclaimed water within 

the service area may conflict with the District's permitting rules 
and result in the continued use of potable wr~ter for landscape 

irrigation within Alafaya ' s servi ce area . In h1s letter , Mr. 

Wilkening requests that if Alafaya is unable or unwilling to 

provide reuse to all available customers withi n its service area , 

it not be allowed to prohibit others from providing the serv1ce . 

HP states that it would be benefic1al for the CommlSSlon to cl~c~fy 

olS d !J•Hl Of any approval of the reUS(> project pl,lll th.!l the 
utility ' s wastewater service certification does not equate to a 

''reclai~ed water service area" . The issue of service areas for the 

provision of reuse is discussed below . 
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ftJe expect the utility to work wtth the City to reach an 
agreement or memorandum of understanding indicating that 1f the 
City were prepared to provide reuse servicA withln the uttlity's 
PXlStJnq wastewater service terr1tory, and if the uttlity were not 

r"ady, w1ll1ng, and ablr> to pr ;vidP t.he service at thal t imP or 
w1thin a reasonable t1me thereafter, then the uttllly would not 
object to the City providing such reuse service . We recogn1ze that 
the circumstances present at the time will necessarily dtctate the 
outcome of a decision on which entity should provide the serv1ce . 
However , it. should not be conceded in any way that Alafaya ' s 
wastewater certificate entitles it to be the sole reuse provider 
within its certificated territory. As discussed below, this issue 
will be among the issues explored during an investigation into 
matters concerning reuse serv1ce. 

We also expect the utility to address with the City the 
feasib1lity of reuse being provided in the existing subdivision~ 

through a joint partnership between the utility and the City , 
whereby the City could use its bond issue to fund the installation 
of the reuse lines in the existing subdivisions , and donate those 
l.1.nes to Alafaya as CIAC". The utility , of course , would matnt,lin 
the lines and provide the reuse service. In so doing, the uttllty 
would have no investment in the reuse distribution lines, thus 
resulting in a savings to the existing customers since they would 
not have to pay for the reuse lines either through service 
availabili~y fees or higher reuse rates. Ult1mately, the ut1l1ty 
and the City should endeavor to work together, rather than against 
one another , to ensure that reuse is provided wherever feastble in 
Alafaya ' s service area . 

INVESTIGATION INTO REUSE SERVICE ISSUES 

During the processing of this case , it has become clear to us 
that Aldfaya believes that its wastewater certificated territory is 
also its authorized reus~ territory. However , Chapter 367 , FlJr1da 
Statutes, does not address certtfication for separate reuse serv1ce 
territory . Reuse has historically been considered primarily a 
means of effluent disposal . Therefore , in the past , it has been 
presumed that a utility has the right to provide reuse service 
within its wastewater certificated territory. 

The notion that a utility's wastewater certificated territory 
should automatically be cons1dered its authorized reusP territory 
does not rccogn1ze the f1ct that wastewater dnd reuse arP two very 
ditfen~nt services . The Commtss1on has long recogni.:ed Lhdt wc~tt:!t" 



ORCER NO. PSC-98-0391-rOr-SU 
:~-K~T NO . 960~88 -SU 

PAGE 26 

and wastewater are different serv1ces by issu1ng sepJra · e 
~ert1f1cates for these services. A utility's water territory m1ght 
be , and often is , different than its waste water tern tory . The 
same can and will be true of wastewater service and reJse service . 
Potential reuse customers can be located w1th1n a ut1l1ty ' s 
wastewater territory, its water territory, or in some other 
utility ' s territory whi c h might be unable to provide reuse to the 
·ustomer . 

As ~~ted above , the Legislature has recognized the benefit to 
the State of reuse and enacted statutory changes to encourage and 
promote its use . (See , e . g ., Sections 403 . 064(1) , 373 . 250(1) and 

~67 . 0817(3) , Florida Statutes.) As a result , both Lhr> DEP and the 

~MDs have encouraged wastewater utilitiPS to .Jtll lze rr>use Js the 
chosen means of effluent disposal and a method of wa ter 
conservation . As more utilities enter the reuse arena or seek to 

expand their existing reuse customer base , it wil l be increas1ng11 
important that the issue of reuse territory be addressed . 

WC' believe that the time is ripe to init1ate a genenc study 
on dll issues involved in reuse service , including, but not llrn1ted 
to , whether there should be a separate reuse certificate , or 
whether it would be more appropriate to approve an authorized reuse 
territory within the utility ' s wastewater certificate , or even 
water certificate . An argument for including reuse territory as a 
subset or part of wastewater territory could be that reuse is a 
byproduct of the wastewater treatment process and a means of 
effluent disposal . On the other hand , reuse is a source of water 
for irrigation and therefore , perhaps should be part of a utility ' s 
water certificated territory . Another core issue that should be 
explored is whether reuse should be considered a 3eparate serv1ce 
apart from either wa ter or wastewater service and wha t 1mpact that 
has on regulatory requirements, such as bookkeeping, accounting , 
annual reports , etc . This study should also explore what 
l··qislative action and/or rulemaking might be necessary Lo propL'r 1 y 
dddress the reuse issues. We believe that workshops would be 
necessary to fully investigate the options and ram1fications of 
this action and to obtain input from the industry, Public Counsel , 
DEP , the WMDs, local governments , and other interested part1es. It 
is also necessary to explore the appropriate not1cing requ1rements 
for the reuse applications , and whether rulemaking is in order for 
any other facets involved in the implementation of Section 
367 . 0817 , Florida Statutes. 
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We hereby direct our staff to conduct such a gener1c study and 
report back to us with its recommendations , 1nclud1ng poss1ble 
statutory action , by January , 1999 , so that potential statJtory 
cha:1ges , if needed , can be addressed in the 1999 leg1slat 1ve 
session . 

DOCKET CLOSURE 

If no substantially affected person files a protest to a 
proposed agency action issued herein within twenty-one days of the 

order , no further action wi ll be necessary and th1s docket shall be 
closed. 

It is , therefore , 

ORDERED by the Florida Public Service Comm1ssion that 
residential scenario no . 4 of Alafaya Utilities , Inc .' s , reus~ 
project plan , is hereby approved as set forth in the body of this 
order . It is further 

ORDERED that each of the findings contained in the body of 
th1s order 1s hereby approved in every respect . It 1s further 

ORDERED t hat Alafaya Utilities , 
approved rates and charges for reuse 
availability fee , as set forth in the 
fur:her 

Inc ., shall implement the 
service , including a reuse 
body of th1s order . It is 

ORDERED that Alafaya Utilities , Inc . , shall include language 
in its developer agreements placing developers on notice of the 
rr--use availability fee approved herein so that developers may 
notify potential homebuyers of the fee . It 1s further 

ORDERED that Alafaya Utilities , Inc ., shall 1nclude a 
statement in its applicati0n for wastewater service adv1s1ng new 
,:u!ilomcrs that they will be requtred Lo pay the r'=use r1v,Hl1hility 
tee approved herein if they choose not to take the reuse SL·r vi'~'! 

that is available to them . It is further 

ORDERED that in its customer appli~ation for reuse service, 
1\lafaya Ut1.lit1es , Inc., shilll spec1fy that 1f , in the future, 
se rvice is provided under a metered rc:1te structure , Lhe customt·r 
will be respons1ble for the cost of the meter. 



ORDSR NO. PSC-98-0391-fOf-SU 
DOCKET NO . 960288 - SU 
PAGS 28 

ORDERED thdt , pr1or to the implementat1on of the rates dnd 
charges approved here1n to the ex1sting customer, Al1faya 
ULilities, Inc . , shall submit , and have approved , rev1sed Lariff 
sheets and a customer notice . The revised tariff sheets w1ll be 
approved upon staff ' s verification that they are consistent with 
this dec1sion and that the proposed customer notice is adequate . 
r t is further 

ORDERED that Alafaya Utilities , Inc ., shall provide proof of 
the date notice was given within ten days after the date of the 
notice. It is further 

ORDERED that the rates and charg~s approved herein shall be 

pffective for service rendered on or after the stamped approval 
date of the revised tariff shPets 1n accordance wlth Rule 25-
30 . 475, florida Administrative Code . It is further 

ORDERED that Alafaya Utilit1es , Inc . , shall work with the City 
of Oveido to reach an agreement or memorandum of understand1ng 
concerning the provision of reuse service withln Alafaya Ut1lities, 
Inc.' s certif1cated territory , as set forth in the budy o( this 
order . It is further 

ORDERED that our staff shall investigate all issues concern1ng 
the provision of reuse service , shall conduct workshops on the 
matter , and shall report its recommendations to us by ,J<Jnuary , 
1999 . It is further 

ORDERED t hat the provisions of this order , issued as proposed 
agency action, shall become final and effective unless an 
appropriate petition , in the form provided by Rule :::5-2:'.03f-, 
florida Administ r ative Code , is received by the ~irector , D1v1s1o n 
of Records and Reporting, 2540 Shumard Oak Boulevard , Tallahassee, 

florida 32399- 0850 , by the close of business on the date set forth 
1n the "Notice of fur~her Proceed1ngs or Judic1al Reviewu att3ch~d 
hereto . It is further 

ORDERED that in the event this order becomes f ina 1 , this 
docket shall be closed . 
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By ORDER of the Florida Public Service Commissior. th1s i 6th 
day of t4arch , 1998 . 

(SEAL} 

RG 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida ?ublic Service Commisston 1s required by Section 
1:"'0.569(1) , Flortda Statutes , to notify parttes of any 
c1dm1n1strattve hC'drtng or judictal revtew of Commiss1on orders that 
is available under Sections 120 . 57 or 120 . 68 , floridd Statutrs, as 
well as the procedures and t1me limits that apply . Th1s n0tice 
should not be construed to mean all requests for an adminlstrative 
hearing or judicial review will be granted or result in the rel1ef 
sought . 

As tdentified in the body of this order , our actton approving 
a reuse project plan and reuse rates and charges 1s preliminary 1n 
nature and will not become effective or final , except as provided 
by Rule 25-22 . 029 , Florida Administrative Code . Any person whose 
substantial i n terests are affected by the action proposed by th1s 
order may file a petition for a formal proceeding , as prov1ded by 
Rule 25-22 . 029( 4 }, Florida Administrative Code , in the form 
!llovtdPcl by Rul0 25-22 . 016(7) (a) and (f) , Florida Administrative 
l"ude . This peL1L10n must be t~'C~>lved by Lhl' DiJPctor, Dtviston )f 

Records and Reporting at 2540 3r.umard Oak Boulevcnd , r.~ llah.t~;~;, ,., 
Florida 32399-0850 , by the close of business on April 6 , 1998. In 
the absence of such a petition , this order shall become effective 
on the clttte subsequent to thP above date as prov1ded by Rule 25-
22 . 029(6}, Florida Adminlstrative Code . 
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Any object1on or protest filed 1n this docket before the 

issuance date of this order is considered abandoned unless it 

satisfies the foregoing condltions and is renewed within the 

specified protest period . 

If the relevant portion of this order becomes final and 

effective on the date described above , any party adversely affected 

may request judicial review by the florida Supreme Court in the 

case of an electric , gas or telephone utility or by the first 

District Court of Appeal in the case of a water or wastewater 

utility by filing a notice of appeal with the Director , Division of 

Ht!cords and Reporting and filinq a copy of the notice of dppeal and 

the f1ling fee with the appropriate c urt . This lil1ng must be 

completed wit h in thirty (30) days of the effective date of th1s 

o rder , pursuant to Rule 9 . 110 , florida Rules of Appellate 

Procedure. The notice of appeal must be in the form specified in 
i 

Rule 9 . 900(a) , florida Rules of Appellate Procedure . 

Any party adversely affected by the Commission ' s final ilction 

in this matter ma y request : 1) reconsideration of the decision by 

filing a motion for reconsideration with t he Director , Div1s1on of 

Records a nd Repor ting within fifteen (15) days of the issuance of 

this order i n the form prescribed by Rule 2 5-22 . 060 , florida 

Administrati ve Code ; or 2) judicial review by the florida Supreme 

Court in th e case of an electric , gas or telephone utility or the 

first District Court of Appeal in the case of a water or wastewater 

ut1lity by filing a notice of appeal with the Director , Division of 

Records and Reporting and filing a copy of the not1ce of appeal and 

the filing fee with the appropriate court . This f1l1ng mu~t be 

completed wi thin thirty (30) days after the issuance of th1s order , 

pursuant to Rule 9 . 110 , florida Rules of Appellate Procedure . The 

notice of appeal must be in the form specified ~n Rule 9 . 900(a) , 

flo r ida Rules of Appellate Procedure . 
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