
ORiGiNAL 
2335  Sanders Road 
Norrhbrook, Illinois 60062-6196 
Ehpphone 847 198-6440 
Far-simih 8-17 498-2066 

April 6,2001 

Ms. Blanco S. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

RE: Docket No. 001820-SU 
Application for Transfer of Sewer Utility Facilities from Cross Creek of Fort 
Myers Community Association, Inc. to Utilities, Inc. of Eagle Ridge 

Dear Ms. Bayo: 

Enclosed for filing in the above referenced docket is an Original Cost Study for the 
Wastewater Collection System Assets Not Included In PSC Audit, dated March 29, 200 1. 

This Original Cost Study is being sent to you at the direction of Mr. Richard Redemann 
of the PSC Staff. A copy wilt also be sent to Mr. Redemann. 

Respectfully submitted, 

Carl J. Wenz 
Vice President, Regulatory Matters 
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UTILITIES, INC. OF EAGLE RIDGE 
ORIGINAL COST STUDY 

CROSS CREEK 
WASTEWATER COLLECTION SYSTEM 

ASSETS NOT INCLUDED IN PSC AUDIT 

SECTION I. INTRODUCTION 

I - 1 BACKGROUND 
On October 12, 2000, Utilities, Inc. (UI) entered into an asset 
purchase agreement with Cross Creek .  of Fort Myers Community 
Association, Inc. (the Association) to purchase the Association’s 
wastewater system. On December 22, 2000, an application was made to 
the Florida Public Service Commission (PSC) to transfer the a s s e t s  
of t h e  Cross C r e e k  wastewater s y s t e m  to Utilities, Inc. of Eag le  
Ridge (UIER), a wholly owned subsidiary of Utilities, Inc. In the 
course of its consideration of the transfer application, t h e  PSC 
conducted  an audit of t h e  a s s e t s  to be t r a n s f e r r e d .  A copy of the 
PSC audit is included as Appendix B. The auditor was able to find 
documents substantiating t h e  original cost of all a s s e t s  except for 
the cost of mains and lift stations. According to the final audit 
report, “The scope is limited in that no costs could be found 
relating to the cost of the mains or l i f t  stations. Utilities, Inc. 
is currently obtaining an original cost study on these items.” 

1-2. PURPOSE and SUMMARY 
The  purpose of this report is to establish the original cost and 
depreciated original cost of certain assets of the Cross Creek 
wastewater collection system located in Lee County ,  Florida, for 
which documentation was unavailable in t h e  PSC audit. 

The estimated original cost of the specified water collection 
s y s t e m  assets is $360,581. The estimated depreciated original cost 
of those assets, as of December 31, 2000, is $196,976. These c o s t s  
are in addition to, and not duplicative of, the costs established 
in the PSC Audit. 

1-3. PRECEDENT FOR USE OF ORIGINAL COST STUDY 
TO ESTABLISH RATE BASE 

In accordance with Chapter 367, F l o r i d a  Statutes, a water and/or 
wastewater u t i l i t y  regulated by the PSC i s  entitled t o  e a r n  a fair 
r e t u r n  on its investment in property used and useful in the public 
s s rv i ce .  T h i s  investment is typically r e f e r r e d  to as the Rate Base. 
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The cornerstone of a utility's Rate Base is the cost of the utility 
plant constructed and s e r v i n g  the public. In accordance with the 
Uniform System of Accounts (USOA) develcped by t h e  National 
Association of Regulatory Utility Commissioners (NARUC) and adopted 
by t h e  PSC,  utility plant is t o  be recorded at its original cost, 
L e . ,  the cost of such property t o  the person first devoting it to 
public service. The USOA also specifies that records be maintained 
in such a manner a s  to support fully the facts pertaining to such 
entries. There are times when t h e  records supporting the original 
cost of utility plant are not available, even though a cumulative 
cost of utility plant is indicated in the utility's financial 
reports. This may have occurred for several reasons. Utility plant 
may have been constructed prior to the utility being regulated and 
the owners did not maintain records sufficient to meet regulatory 
standards. There may have been a change in ownership and the 
records of the previous owner or owners are either not available or 
are inadequate. When such situations occur, the Florida courts and 
the PSC have historically recognized that the original cost of the 
assets may be estimated by reconstructing the cost, by reference to 
cost indices, federal income tax returns, or any other reasonable 
proxy ( s e e  Appendix F) . It is possible to reconstruct the original 
cost of the utility plant if (1) the plant items can be readily 
identified and inventoried and (2) the construction date of the 
plant items can be determined. The reconstruction of original cost 
is called an Original Cost Study and involves determining the cost 
of construction of similar plant items in similar locales in t h e  
same time frame, The PSC has utilized and accepted this technique 
in determining rate base in previous situations (see Appendix F). 

1-4. GENERAL DESCRIPTION OF UTILITY SERVICE AREA 
The area served by the utility is Cross  C r e e k  Country Club, a built 
out residential subdivision consisting of 905 condominium units, a 
g o l f  course, clubhouse, pool area and tennis courts. The 
condominium units consist of a mixture of single family homes, 
duplexes, 4-plexes, Gplexes, 7-plexesf8-plexes and multi-story 
buildings (See Map on next page). Cross Creek Country Club is 
located in Lee County, adjacent to and north of Daniels Parkway, 
approximately one mile w e s t  of 1-75 exit 21. All of the of Cross 
C r e e k  community is l o c a t e d  within Sections 17 and 20 of Range 45 
South, Township 25 East. Aerial photograph nos. 141C and D, showing 
the Cross Creek community, are contained in the Map Pouch of this 
report. 

1-5. DESCRIPTION OF THE WASTEWATER COLLECTION SYSTEM ASSETS 
The wastewater collection system consists of two 8" PVC gravity 
a r e a s .  The southern area feeds i n t o  Lift Stations No.1, located on 
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Crees Creek Boulevard, j u s t  north of White Marsh Lane. Effluent 
from Lift Station No. 1 is transported to the wastewater treatment 
plant via a 6" PVC force main. Lift Station No.1 is a duplex 
submersible station with 10 HP pumps s e t  in a 6' diameter concrete 
wetwell of approximately 20 ft. depth. The northern area feeds into 
Lift Stations No.2, located mid way on Cold Stream Drive. Effluent 
from L i f t  Station No. 2 is transported v i a  a 4 "  PVC force main and 
interconnects with the 6" force main near the wastewater treatment 
plant. Lift Station No.2  is also a duplex submersible station with 
7.60 HP pumps set in a 6 '  diameter concrete wetwell of 
approximately 16 ft. depth. The villas and single family homes are 
connected to the gravity mains by service laterals. There are also 
two grinder l i f t  stations located at the clubhouse pool and the 
maintenance area. They are connected by feeder mains to the 6" 
force  main. The cost of those grinders and  feeder mains are n o t  
included in this study. Invoices for their installation were 
available and the cost of those facilities are already included in 
the PSC audit. 
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S.ECTION 11. THE ORIGINAL COST STUDY 

11-1. STUDY PROCEDURE 
The procedure f o r  determining the original cost of the collection 
system consists of identifying the existence of the assets, 
estimating t h e  physical quantities, and estimating the cost of 
those assets at the time t h e y  were constructed or placed in 
service. The  information utilized to perform the study comes from 
several sources. These sources are a ) a n  inventory of assets, 
b )  p l a n s  and drawings, c) interviews and inspection and d) the PSC 
audit workpapers .  

The inventory of assets was verified by field inspection and by 
reference to a system drawing. Table 1 is a summary of collection 
system assets included in this study. The summary a l s o  includes a 
comparison to the quantities shown in t h e  Asset Purchase Agreement 
inventory. There are  minor differences in the quantities of gravity 
and force mains. In addition, t h e  inventory in the agreement did 
not include any  service connections. Separate service connections 
are required for the single family homes and the single story 
“plex”  buildings. Service connections were conservatively assumed 
to be doubles, and the number of connections was estimated to be 
equal to one h a l f  the total number of single family homes and 
“ p l e x ”  units. 

A. Inventorv of Assets 
An inventory of the system a s s e t s  was included as an exhibit to 
t h e  Asset Purchase Agreement and was also included in the PSC 
Audit workpapers. This inventory l i s t s  all major assets, 
quantities and in-service dates, and was used as a guide f o r  the 
field inspection. A copy of the inventory is included in Appendix 
C. The  collection system plant components included in this study 
are highlighted in yellow. 

B. P l a n s  and Drawinqs  
The following drawings were reviewed and used  as a source for 
locating and quantifying the wastewater collection system 
components: 

1. Utilities Master P l a n ,  by Gee & Jenson, dated 10/5/84. (See 
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Map Pouch) 

2. Lee C o u n t y  Tax Assessment aerial photographs, S h e e t  Nos. 141C 
and 141D, as of F e b r u a r y ,  1999. (See Map Pouch) 

3. Cross Creek Country Club real estate s a l e s  map, copyright 2000 
Doug Sloan; (See Map on page 3 of this r e p o r t )  

T h e  drawings were u s e d  as a source to l o c a t e  and  inspect existing 
facilities and to estimate line footages and various dimensions 
and to v e r i f y  equipment descriptions. The Utility Master Plan is 
to scale and was used to determine l e n g t h s  of pipe. However, t h e  
plan did not include depths of t h e  gravity mains and manholes, 
which is an important factor in determining cost. No o t h e r  
information was available i n  this regard. An estimate of t h e  
depth of mains and manholes was made based on three assumptions. 
First, the minimum depth of mains is 3 feet. Second, the slope of 
the mains is 0.4 feet per 100 feet, t h e  minimum recommended for 
8" gravity sewers in the Recommended Standards f o r  Wastewater 
Facilities, 1997 Edition. Third, beginning depths are a d j u s t e d  to 
allow mains to connect to common manholes at the same depth. This 
results in a conservative estimate of costs. Charts of the depth 
of mains and manholes and depth of cuts is included in Appendix 
n U. 

C. Interviews and InsDections 
Information regarding utility plant, quantities, locations and 
condition were obtained from and/or verified by an inspection of 
the service area and facilities and by conversations with utility 
personnel. An onsite inspection of the p r o p e r t y  was made with the 
help of utility personnel. 

11-2. ESTIMATED ORIGINAL COST 
The estimated original cost of the wastewater collection system 
asse t s ,  not included in the PSC audit is $360,581. T h e  depreciated 
original cost, as of December 31, 2000,is $196,976. 

11-3. FORMAT OF THE STUDY TABLES 
The Study Tables  immediately follow t h e  text of the Report. Table 
1 is an Inventory of Assets Not Included in PSC Audit. Table 2 is 
a Summary of the Depreciated O r i g i n a l  Cost, as of 12/31/2000, of 
the Assets Not Included in PSC Audit. Tables 3 through 5 develop 
the original cost. These tables describe each major item of 
collection system plant and develop the cost of each item from the 
cost basis to the trended cost and finally to the depreciated 
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original cost. The  major plant items are grouped by NARUC primary 
a c c o u n t .  There i s  a significant amount of information contained in 
the tables and that information is s p r e a d  a c r o s s  tweny-five ( 2 5 )  
columns. Table 3 [columns (1) t h r o u g h  (IO)] develops t h e  Base Year 
Cost. Base Year Cost is defined in Section 11-5. Table 4 [coh"s 
(11) through (19) 3 develops t h e  Trended Original C o s t .  (Trending 
indices u s e d  in this study are contained in Appendix E.) Table 5 
[columns (20) t h r o u g h  ( 2 5 ) J  develops the Accumulated Depreciation 
through 12/31/00 and the Depreciated Cost as of that date. 

Following the tables a re  Appendixes containing copies of the 
contract and invoice source data t h a t  are referenced in the tables. 
Also contained in t h e  Appendixes are copies of the trending indices 
referenced in the tables, and other material, such a s  PSC o r d e r s  
that are referenced in the text. 

11-4. EXPLANATION OF TABLE COLUMN HEADINGS and TERMS 

Column (I) 

Column ( 2 )  

Column (3) 

Column (4) 

Column (5) 

Column (6) 

Column (7) 

NARUC Account - t h e  NARUC Plant Account Number 

Item - Each line item is numbered consecutively for 
easy reference. All wastewater system line items 
include an  'IS" p r e f i x .  

Description - the NARUC Class "C" Plant Account 
name and the major plant item for which the 
original c o s t  is being estimated. 

In-Service Year - the year t h a t  construction of a 
plant item is indicated to have t a k e n  place. 

Quantity - the quantity of the items described in 
column (3) t o  which t h e  u n i t  cost in column (9) is 
applied. 

U n i t  - t h e  unit of  measure to which the quantity 
and unit cost are applied. The following 
abbreviations f o r  units have been used: 

EA - Each 
LS - Lump Sum 
LF - Linear Feet 

Basis Year - the year in which a cost basis has 
been established through a reasonable costing 
source. 
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Column (8) 

Column (9) 

Column (10) 

Column (11) 

Column (12) 

Column (13) 

Basis Source - the source  of t h e  reference costing 
information used to estimate the original cost of 
t h e  items described in Column (3). Sources are 
indicated by a letter symbol. The l e t t e r  also 
designates the Appendix in which the source 
material can be found. The following is a 
description of the sources corresponding to each 
letter symbol: 

A - Signed vendor payment requisition for 
construction of water and sewer mains and 
appurtenances at Utilities Inc. of Florida, 
Pasco Division, 1984 construction; used as a 
basis for pricing similar items in a similar 
time period at Cross C r e e k  f o r  which original 
documents are not available. 

Unit C o s t  - the unit cost of the item described in 
column ( 3 ) ,  as determined from the source in column 
( 8 )  

Base C o s t  - t h e  cost of the item described in 
column (3). It is equal to column (5) x column ( 9 ) ,  
or the quantity times the basis unit cost. The base 
cost is the estimated cost of the item, if it were 
constructed in the basis year. 

B a s e  Cost  - the same as column (10). It is repeated 
on Tables  4 to maintain continuity between tables. 

B a s i s  Index - the value of the cost trend index 
number f o r  the basis year. When the basis year is 
the same as the in-service year, indexing is not 
required. For those situations, the symbol N/A, 
(not applicable), is used .  

Index Source - the source of the index used t o  
trend the cost of items from the basis year to the 
in-service year. The following is a list of t h e  
indexes used and the symbol identifying them: 

HCI - t h e  M e a n s  Historical Cost I n d e x ,  
published by R . S .  Means Co. Inc. as a 
p a r t  of Building Construction Cost Data - 
1999. It is an index of the weighted 
average of t h e  material and labor costs 
of building construction projects. 

Management & Regulatory Consultants, Inc. -8 -  



Column (14) 

Column (15) 

Column (16) 

Column (17) 

Column (18) 

In-service Index - the value of t h e  cost trend 
index number for the in-service year. When t h e  in- 
service year is t h e  same as t h e  basis y e a r ,  
indexing is n o t  required. For those situations, t h e  
symbol N / A ,  (not applicable), is used. 

Factor - the cost t r e n d i n g  f a c t o r .  The cost 
trending f a c t o r  equals the In-service index number 
divided by the basis index number. It represents 
the nominal cost of t h e  item described in Column 
(3) in the in-service year relative to the nominal 
cost in the basis year. 

Trended Cost - the estimated cost of the item in 
column (3) i n  the in-service year ,  excluding 
capitalized overheads. It is equal to column (11) x 
column (15) or the base cost times t h e  cost 
trending factor. 

Capitalized Overhead Multiplier - In addition to 
the direct cost of construction, the installed cost 
of plant includes c e r t a i n  overhead costs which are 
incurred during the planning and construction 
process. These overhead costs include engineering 
design, permitting and inspection, legal services 
and administration. These costs are capitalized as 
a part of the total installed cost. These costs are 
estimated as a percent of the trended construction 
cost and are added to the trended cost, as follows: 

Engineering design, permitting 
and inspection - 10% 

Legal and administration - 5% 
15% 

- 

A test for reasonableness f o r  this percentage was 
made using actual amounts gathered in the PSC Audit 
for the Addition to Reuse Plant in 1995 and 1996. 
The cost of that project was determined by the 
a u d i t o r  to be: 

Materials & Construction 
Engineering, legal, permits, etc. 
T o t a l  

Overheads as P e r c e n t  of Constr. 

Capitalized Overhead Amount - the 

Management & Regulatory Consultants, Inc. 

$299,771.91 
5 0 , 7 7 7 . 2 9  

$305,549.20 

16.94% 

overhead amount 
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Column (19) 

Column (20) 

Column (21) 

Column (22) 

Column (23) 

Column (24) 

Column (25) 

is e q u a l  to column (16) x column (171, or the 
t r e n d e d  c o s t  times the capitalized overhead 
multiplier. 

Trended Or ig ina l  Cost - the estimated o r i g i n a l  c o s t  
of the item described in column (3). It is e q u a l  to 
column ( 1 6 )  + column ( 1 8 )  I o r  the t r e n d e d  cost plus 
the capitalized overhead amount. This is the amount 
t o  be included in r a t e  base as t h e  o r i g i n a l  cost of 
plant in s e r v i c e .  

Trended Original Cost - the same as column (19). It 
is repeated on Tables 5 to maintain continuity 
between tables. 

Depr. L i f e ,  Yrs - the average s e r v i c e  life of t h e  
plant component as recommended for the Small 
U t i l i t y  Class  in PSC Rule 25-30.140. 

Service Years Thru 12/31/00 - t h e  number of yea r s ,  
f rom installation through 1 2 / 3 1 / 0 0 ,  that a plant 
component has been in service. The year  of 
installation i s  included as six months. The 
calculation of s e r v i c e  years is compatible w i t h  t h e  
calculation used i n  the PSC a u d i t  f o r  other plant 
components. The PSC audit determined rate base f o r  
other components as of 12/31/00. 

Depr. Expense - t h e  depreciation expense f o r  one 
yea r .  It equals column (20) d iv ided  by column (21). 

Depr. Thru 12/31/00. - the accumulated depreciation 
t h r o u g h  12/31/00. It equals column ( 2 2 )  t i m e s  
Column ( 2 3 ) .  

Depreciated Cost @ 12/31/00. Life, Y r s  - the 
t rended  original cost less depreciation, or t h e  n e t  
depreciated plant component of rate base. 
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Account 
360 
361 
363 
371 

Description 
Collection Sewers - Force 
Collection Sewers - Gravity 
Services to Customers 
Pumping Equipment 
TOTAL COLLECTION SYSTEM 

UTILITIES INC. OF EAGLE RIDGE 
ORIGINAL COST STUDY 

Trended 
Original Accum. Depreciated 

24,433 I 1,660 12,773 
244,347 90,276 154,071 

16,954 5,552 1 1,401 
74,847 56,117 1 8,730 
360,58 1 1 63,606 1 96,976 

Cost Depr. cost 

CROSS CREEK 
WASTEWATER COLLECTION SYSTEM 
ASSETS NOT INCLUDED IN PSC AUDIT 

TABLE 2 
SUMMARY 

AS OF 12/31/2000 
DEPRECIATED ORIGINAL COST 



(1) 

NARUC 
Account 
360 

36 1 

363 

371 

Item No. Description 

S1 4" F M 
S2 4" F M 
S3 6 F M .  

Collection Sewers - Force 

Subtolal Coll. Sewers - Force 

s4 
s5 
S6 
s7 
S8 
s9 
s10 
s11 
512 
S13 
S14 
S15 
S16 
S17 
S18 
s19 

Collection Sewers - Gravity 
8" PVC 0-6' deplh 
8" PVC 0-6 deplh 
8" PVC 6-8 deplh 
8" PVC 6-8' deplh 
8" PVC 8-1 0 deplh 
8" PVC 8-10 depth 
8" PVC 10-1 2' depth 
Manhole 0-6' depth 
Manhole 0-6' deplh 
Manhole 6-8' deplh 
Manhole 6-8 deplh 
Manhole 8-10 depth 
Manhole 8-10 depth 
Manhole 10-1 2' depth 
Well pointing 
Well pointing 

Subtotal Coll Sewers - Gravity 

Services lo Customers 
520 Service connection assembly 
521 Service connection assembly 

Subtolal Services to Customers 

Pumping Equipment 
S22 Lift Station No 1, complete 
S23 Lift Station No.2, complete 

Subtotal Pumping Equipment 

TOTAL COLLECTtON SYSTEM 

(4) 

In-service 
Year 

1985 
1993 
1985 

1985 
1993 

1993 
1985 
1993 
1985 
1985 
1993 
1985 
1993 
1985 
1993 

1985 
1993 

1985 

1985 

1985 
1993 

1985 
1986 

UTILITIES INC. OF EAGLE RIDGE 
ORIGINAL COST STUDY 

OF 
CROSS CREEK 

WASTEWATER COLLECTION SYSTEM 
ASSETS NOT INCLUDED IN PSC AUDIT 

TABLE 3 - BASE YEAR COST 

(5) 

Quantity 

300 
1,400 
2,600 

3,390 
2,220 
3,160 
2,030 
2,570 
700 
890 
26 
15 
16 
IO 
10 
2 
3 

10,010 
4,950 

58 
48 

1 
1 

(6) 

Unit 

LF 
LF 
LF 

LF 
LF 
LF 
LF 
LF 
LF 
LF 
EA 
EA 
EA 
EA 
EA 
EA 
EA 
LF 
LF 

EA 
EA 

LS 
LS 

(7) (8) 

Costing Basis 
Basis 
Year 

1984 
1984 
1984 

1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 

1984 
1984 

1984 
1984 

Basis 
Source 

A 
A 
A 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 

A 
A 

A 
A 

(9) 

Unit 
Cost 

4.00 
4 00 
5.00 

5.50 
5.50 
7.50 
7 50 
9 50 
9.50 

11  50 
800 00 
800.00 
900 00 
900.00 
950.00 
950.00 

1,000 00 
1 .oo 
1 .oo 

125.00 
125.00 

32,000.00 
32 .OOO. 00 

(10) 

Base 
cost 

1,200 
5,600 
13,000 
19,800 

18,645 
12,210 
23.700 
15,225 
24,415 
6,650 
10,235 
20,800 
12,000 
14.400 
9,000 
9,500 
1.900 
3,000 
10,010 
4,950 

196,640 

7,250 
6,000 
13,250 

32,000 
32,000 
64,000 

293,690 

NOTE Basis Source A - 
Signed vendor payment requisition for conslruction of water and waslewaler mains and apputenances at Utilities Inc of Flotida. 
Pasco Division, 1984 construction; used as basis for pricing similar items in similar lime period at Cross Creek, for whlch original 
invoice documents are not available 



UTILITIES INC. OF EAGLE RIDGE 
ORIGINAL COST STUDY 

CROSS CREEK 
WASTEWATER COLLECTION SYSTEM 

ASSETS NOT INCLUDED IN PSC AUDIT 

(1) 

NARUC 
Acco u n I 

360 

36 1 

363 

371 

Item No. Description 

S1 4"F.M 
S2 4" F M 
S3 6F .M.  

Colfection Sewers - Force 

Subtotal Coll. Sewers - Force 

s4  
s5 
S6 
s7  
S8 
s9 

s10 
s11 
s12 
S13 
S14 
S15 
S16 
S17 
S18 
s19 

Collection Sewers - Gravity 
8" PVC 0-6' depth 
8" PVC 0-6' depth 
8" PVC 6-8' depth 
8" PVC 6-8' depth 
8" PVC 8-10' depth 
8" PVC 8-10' depth 
8" PVC 10-1 2' depth 
Manhole 0-6' depth 
Manhole 0-6' depth 
Manhole 6-8' depth 
Manhole 6-8' depth 
Manhole 8-10' depth 
Manhole 8-10' depth 
Manhole 10-1 2' depth 
Well pointing 
Well pointing 

Subtotal Coll. Sewers - Gravity 

Services lo Customers 
S20 Service connection assembly 
521 Service connection assembly 

Subtotal Services to Customers 

Pumping Equipment 
S22 Lift Station No.1, complete 
523 Lift Station No.2, complete 

Subtotal Pumping Equipment 

TOTAL COLLECTION SYSTEM 

(11) 

Base 
Cost 

1,200 
5.600 

13,000 
19,800 

18,645 
12,210 
23,700 
15,225 
24,415 

6,650 
10,235 
20.800 
12,000 
14.400 
9,000 
9,500 
1,900 
3,000 

10,010 
4,950 

196,640 

7.250 
6,000 

13,250 

32,000 
32,000 
64,000 

293.690 

TABLE 4 - TRENDED ORIGINALCOST 

(1 2) 

Basis 
Index 

445.7 
445.7 
445.7 

445 7 
445.7 
445.7 
445.7 
445.7 
445.7 
445 7 
445.7 
445.7 
445.7 
445 7 
445.7 
445.7 
445.7 
445.7 
445.7 

445.7 
445 7 

445.7 
445 7 

(1 3) (14) 

Cost Trending Factor 
Index 

Source 

HCI 
HCI 
HCI 

HCI 
HC L 
HCI 
HC I 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 
HCI 

HCI 
HCI 

HCI 
HCI 

In-service 
Index 

448 9 
552.7 
448.9 

448.9 
552 7 
448 9 
552.7 
448.9 
552.7 
448.9 
448.9 
552.7 
448 9 
552.7 
448 9 
552.7 

448.9 
552.7 

448.9 

448.9 
552 7 

448 9 
457.6 

(1 5) 

Factor 

1.007 
1.240 
1.007 

1.007 
1 240 
1 007 
1 240 
1.007 
1.240 
1.007 
1.007 
1.240 
1.007 
1.240 
1 007 
1.240 
1.007 
1.007 
1240 

1.007 
1.240 

1.007 
1.027 

(16) (1 7) (18) 

Trended Capitalized Overhead 
Cost 

1,209 
6,944 

13,093 
21,246 

18.779 
15,141 
23.870 
18.880 
24,590 

8,246 
10,308 
20,949 
14,881 
14,503 
11,161 

2 

9,568 
2,356 
3,022 
0,082 
6,138 
2,476 

7,302 
7,440 

14.742 

32,230 
32,854 
65,084 

31 3,549 

Multiplier 

15.00% 
15 00% 
15.00% 

15.00% 
15.00% 
15.00% 
15 00% 
15 00% 
15.00% 
15 00% 
15 00% 
15.00% 
15 00% 
15.00% 
15.00% 
15 00% 
15.00% 
15 00% 
15 00% 

15.00% 
1 5.00% 

15.00% 
15.00% 

Amount 

181 
1,042 
1,964 
3,187 

2,817 
2,271 
3,581 
2,832 
3,689 
1,237 
1,546 
3.142 
2,232 
2,176 
1,674 
1,435 
353 
453 

1,512 
92 1 

31,871 

1,095 
1.1 16 
2,211 

4,834 
4,928 
9,763 

47,032 

NOTE Cost Trending Index Source HCI - 
HCI is the Historical Cost Index developed by R.S. Means Company, Inc. The €PA Sewer Construction Cost Index, typically used for 
estimating sewer construction cost, is no longer available, and has not been since 1991. The HCI index parallels the results of the EPA index 
well and IS used here as a reasonable and valid substitute for that index. (see Table 5) 

(19) 

Trended 
Original 

cost 

1,390 
7.986 

15,057 
24.433 

21.596 
17,412 
27,451 
21.712 
28,279 

11.855 
24,092 
17,113 
16,679 
12,835 
11,003 
2,710 
3,475 

11,594 
7,059 

244,34 7 

9.483 

8,397 
8,556 

16,954 

37.064 
37,783 
74.847 

360,581 



(1) 

NARUC 
Account 

360 

36 1 

363 

371 

Item No Description 

S1 4" F M 
S2 4" F M 
S3 6" F M 

Collection Sewers - Force 

Subtotal Coli Sewers - Force 

Colleclion Sewers - Gravity 
S4 8" PVC 0-6' depth 
S5 8 '  PVC 0-6' depth 

S7 8 '  PVC 6-8' depth 
S8 8" PVC 8-10' depth 
S9 8" PVC 8-10' depth 
S10 8" PVC 10-12depth 
S11 Manhole 0-6 depth 
S12 Manhole 0-6 depth 
S13 Manhole 6-8' depth 
S14 Manhole 6-8' depth 
S15 Manhole 8-10 depth 
S16 Manhole 6-10' depth 
517 Manhole 10-12'depth 
S18 Well pointing 
S19 Well pointing 

Subtotal Coli Sewers - Gravity 

S6 8' PVC 6-8' depth 

Services to Customers 
S20 Service connection assembly 
521 Service connection assembly 

Subtotal Services to Customers 

Pumping Equipment 
S22 Lift Station No 1, complete 
S23 Lift Station No.2, complete 

Subtotal Pumping Equipment 

UTILITIES INC OF EAGLE RIDGE 
ORIGINAL COST STUDY 

CROSS CREEK 
WASTEWATER COLLECTlON SYSTEM 

ASSETS NOT INCLUDED IN PSC AUDIT 

TABLE 5 - DEPRECIATED ORIGINAL COST @ 12/31/00 

( 20) 

Trended 
Original 

cost 

1,390 
7,986 

15,057 
24.433 

21,596 
17,412 
27,451 
21,712 
28,279 
9.483 

11.855 
24,092 
17,113 
16,679 
12,835 
11,003 
2.710 
3,475 

11,594 
7,059 

244,347 

8,397 
8,556 

16,954 

37,064 
37.783 
74.847 

TOTAL COLLECTION SYSTEM 360,581 

( 21) 

Depr 
Life, Yrs 

27 
27 
27 

40 
40 
40 
40 
40 
40 
40 
27 
27 
27 
27 
27 
27 
27 
40 
40 

35 
35 

20 
20 

( 22) 

Service 
Years 

Thru 12/31/00 

15 50 
7 50 

15 50 

15 50 
7 50 

15 50 
7 50 

15 50 
7 50 

15 50 
15.50 
7 50 

15 50 
7 50 

15 50 
7 50 

15 50 
15.50 
7.50 

15 50 
7.50 

15 50 
14 50 

( 23) 

Depr 
Expense 

51 48 
295 78 
557 66 
904 94 

539 89 
435 31 
686 27 
542 80 
706 97 
237 09 
296 37 
892 29 
633 81 
617 74 
475 36 
407 53 
100 35 
128 70 

176 48 
7,166 81 

289 a5 

239 92 
244 47 
484 40 

1,853.21 
1.889 13 
3,742 34 

12.298 

( 24) 

Depr 
Thru 12/31/00 

798 
2,218 
8,644 

1 1,660 

8,368 
3.265 

10,637 
4,071 

10.958 
1.778 
4.594 

13,830 
4,754 
9.575 
3,565 
6,317 

753 
1,995 
4,493 
1,324 

90.276 

3,719 
1.834 
5.552 

28.725 
27.392 
56.117 

163.606 

NOTE Depreciation lives are per FPSC Rule 25-30 140 for the Small Utility Class This is consislent with the lives used 
for other plant in lhe FPSC Audit 

( 25) 

Depreciated 
cost 

@ 1213 1100 

592 
5.768 
6,413 

12,773 

13,227 
14,148 
16,814 
17.641 
17,321 
7,705 
7.26 1 

10,261 
12,359 
7,104 
9,270 
4,687 
1,957 
1,480 
7,101 
5.736 

154.071 

4,679 
6.723 

11.401 

8,339 
10,390 
18.730 

196,976 

- The Irft stations listed under Account 371 are complete and include both receiving well construction and pumping equipment 
The 20 year live used is an average of the 25 year life recommended for receiving wells and the 15 year Itfe recommended 
for pumping equipment 
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APPENDIX A 

Signed vendor payment requisition for construction of water and 
sewer mains and appurtenances at Utilities Inc. of Florida, Pasco 
Division, 1984 construction; used as a basis f o r  pricing similar 
items in a similar time period at Cross Creek f o r  which original 

documents are n o t  available. 

Management & Regulatory Consultants, Inc. 
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APPENDIX B 

PSC AUDIT REPORT - CROSS CREEK OF FORT MYERS COMMUNITY 

ESTABLISH RATE BASE AT TRANSFER - YEAR ENDED DECEMBER 31, 2000 
DOCKET NO. 001820-SU - AUDIT CONTROL N O .  01-004-3-1 

ASSOCIATION 

Management & Regulatory Consultants, Inc. 
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DIVISION OF REGULATORY OVERSIGHT 
AUDITOR’S REPORT 

March 5 ,  2001 

TO: FLORIDA PUJBLIC SERVICE COMMISSION AND OTHER INTERESTED 
PARTIES 

We have applied the procedures described later in this report to the attached rate 
base schedule for the period ended December 31, 2000 for Cross Creek of Fort Myers 
Community Association, Inc. This schedule was prepared by staff as part of the 
transfer of rate base in Docket 001820-SU. There is no confidential information 
associated with this audit. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to assist the 
Commission staff in performance of their duties. Substantial additional work would 
have to be performed to satisfy generally accepted auditing standards and produce 
audited financial statements for public use. 

1 
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SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining, on a test basis, certain transactions and 
account balances which we believe are sufficient to base our opinion. Our examination 
did not entail a complete review of all financial transactions of the company. Our more 
important audit procedures are summarized below. The following definitions apply 
when used in this report: 

Scanned- The documents or accounts were read quickly looking for obvious errors. 

Compiled- The exhibit amounts were reconciled with the general ledger, and accounts 
were scanned for error or inconsistency. 

Reviewed- The exhibit amounts were reconciled with the general ledger. The general 
ledger account balances were traced to subsidiary ledgers, and selective analytical 
review procedures were applied. 

Examined- The exhibit amounts were reconciled with the general ledger. The general 
ledger account balances were traced to subsidiary ledgers. Selective analytical review 
procedures were applied and account balances were tested to the extent further 
described. 

Confirmed- Evidential matter supporting an account balance, transaction or other 
information was obtained directly from an independent third party. 

Verified- The item was tested for accuracy, and substantiating documentation was 
examined. 
Examined all invoices, after the homeowners association took over, that related to plant \& - /: ’ - 

on the original project for costs of the original plant and classified them by account. 

documents filed at the clerk of the courts office to determine if any documents existed 
relating to cost. 

additions and classified them by account. Obtained documentation from the engineer 

Reviewed outside estimates for plant costs and toured the facility.’Revkwef---.-- 5’ 

I -? - 1 / - 
_- ,. 

c -  
, .  

The scope is limited in that no costs could be found relating to the cost of the mains or 
lift stations. Utilities, Inc. is currently obtaining an original cost study on these items. 

Depreciated plant using rule 25-30.140 

Reviewed depreciation schedules and tax returns and sales documents to determine if ,--’ -- 8 -  F 

any contributions exist. 

Read board of directors meeting minutes and the sales agreement \ ‘\ 1- 
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AUDIT DISCLOSURE NO. -l 

SUBJECT: PLANT IN SERVfCE 

STATEMENT OF FACT: The original plant was built by US Homes in 1985. They 
added an expansion in 1987. Ownership was turned over to the Cross Creek of Fort 
Myers Homeowners Association around 1988. 

Since that time, the homeowners association has collected amounts from the residents 
to equal all payments made for operation, repairs and additions (in full). The 
Association also added two major expansions, one in 1992 for a new surge tank and 
one in 1995 for tanks and a spray irrigation system. Although the Association did not 
capitalize any of these amounts, because of the rules for homeowners associations, 
amounts were determined from reviewing invoices and reserve fund activity. Total 
amounts paid by the association for capital additions were $642,849.24, $3,384.63 of 
which was for cost of removal. 

A printout of capital additions was finally received from US Homes. The majority of the 
costs were traced to final contract payments provided by Source Engineering. There 
were some minor items such as soil testing and fencing which could not be 
substantiated by invoices. The printout did not contain the amount paid for lines. 
Utilities lnc. has decided to do an original cost study of the amounts contained in the 
inventory for the lines and lift stations. The costs from the contract payments was 
$708,239.67. 

The total plant substantiated is $1,347,704.28. 

3,5- Depreciation was computed as is shown on the schedule following this disclosure. 
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YEAR 

1987 
1987 

-. ACCUMULATED 

AS OF 12/31/00 1 

ACCOUNT TOTAL YEARS RATE DEPRECIATION kT? 
380 345,395.00 13.5 0.0667 31 1,OI 0.93 
381 1 9, 724.00 13.5 0.0131 3,488. I 9  

1992 380 131,532.91 8.5 0.0667 74,572.58 

1993 
1993 
1993 

371 15,064.00 7.5 0.0667 7,535.77 
380 4,300.66 7.5 0.0667 2,151.41 
382 3,800.00 7.5 0.0333 949.05 

1994 380 6,523.45 6.5 0.0667 2,828.24 

1996 COST OF REMOVAL (3,384.63) 
1996 354 9 070.70 4.5 0.037 131 0.27 
1996 354 37 , 556.00 4.5 0.037 6,253.07 
1996 371 23,683.00 4.5 0.0667 7, 08.45 
7 995 380 264,704.87 4.5 0.0667 79,451.17 
1996 382 12,150.00 4.5 0.0333 1,820.68 

1995 
1995 
1995 

354 2 933.86 5.5 0.037 597.04 
37 1 9,958.09 5.5 0.0667 3,653.13 
380 4,638.00 5.5 0.0667 1,701 -45 

1996 365 4,778.00 4.5 0.0286 
1996 37 1 2,408.08 4.5 0.0667 
1996 380 1,486.27 4.5 0.0667 
1996 382 425.00 4.5 0.0333 

614.93 
722.79 
446.10 
63.69 

1997 
1997 

370 8,386.00 3.5 0.04 I , 174.04 
37 1 7,036.30 3.5 0.0667 1,642.62 

1998 37 -l 975.00 2.5 0.0667 162 58 
1998 380 19,909.42 2.5 0.0667 3,319.90 

1999 370 8,758.00 1.5 0.04 525.48 
1999 380 22,006.00 1.5 0.0667 2,201.70 

2000 365 28,880.00 0.5 0.0286 412.98 
2000 380 8,501 .OO 0.5 0.0667 28351 , 

836,269.61- 
_I 

1,347,704.28 -- 

Rates per rule 25-30.140. 
4 



AUDIT DISCLOSURE NO. 2 

SUBJECT: CONTRIBUTIONS IN AID OF CONSTRUCTION 

STATEMENT OF FACT: Since US Homes turned over ownership to the Cross Crrek 
of Fort Myers Community Association at no charge, it can be assumed that the cost of 
the plant and lines were recovered by US Homes as part of the purchase price of the 
homes. Therefore, the homeowners paid for these items as part of the purchase price 
of the homes. In addition, the homeowners have also paid in full for all the additions 
made to the plant. Normally, this would mean that the  plant is contributed and CIAC 
should be calculated. However, in this instance, the homeowners are selling the utility 
to Utilities, Inc., through the Association for $750,000. The money received from the 
sale from Utilities, Inc. will be used to fund all the reserves of the Association, and thus 
the homowners will not have to pay additional money to fund renovations to any other 
part of the community property, Since the homeowners own 100% of the plant and they 
are, in effect, the sellers, it does not appear to be appropriate to record CIAC. Since . 

the Association was not regulated, it would not have been required to meet minimum 
contribution levels. 

3 
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EXH 1 BITS 

STAFF PREPARED FiATE BASE 
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CROSS CREEK OF FORT MYERS COMMUNfTY ASSOCIATION 
RATE BASE 
AS OF 12/31/00 # 

PLANT IN SERVICE 
ACCUMULATED DEPRECIATION (8361269.61 ) 
C IAC 0.00 
ACCUMULATED AMORTIZATION CiAC 0.00 

51 1,434.67 \ 

Does not include lines and lift stations. Utilities, Inc. is performing 
an original cost study of these items. 

7 
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APPENDIX C 

INVENTORY OF ASSETS AS INCLUDED IN THE ASSET PURCHASE AGREEMENT 

Management & Regulatory Consultants, Inc. 



STRUCTllRES, EQUIPMENT & COLLECnON INVENTORY 
for 

IZROSS CREEK WASTEWATER SYSTEM 

. 
FT-2 

disptacement air 
blo.wer 
Steel sand filter Effluent filtration, back Oavco Defiance 
w/dosjng tank & rnud 
W e l l  0.150 MGD chfarination, effluent 12’84 I wash holding, 

pumping, I 

Page 1 of 4 



STRUCTURES, EQUIPMENT & COLLECTION INVENTORY 
far 

:mss CREEK WASTEWATER SYST 

pumptng to on-site 

F1.4.4 
pumprng to on-site 

F1-4,5 

F1-4.6 

F1-2 

b 

F2 e2 

F2.3.1 

F2-32 

FZ-4. I 

F2*4,2 

F2.5.1 

F2.5.2 

F M - 2 , 1  
I 

F M.2.2 

EA.1,1 

EA- 1.2 

m.1.3 

t 

ET. 1.1 

Page 2 of 4 



STRUCTURES, EQUIFYENT COLLf CTION INVENTORY 
for 

ET-2.2 

ET-2.3 

:8-1.1 

C B  1.2 

t 

CROSS CREEK WASTEWATER SYSTEM 

and transfer pump 
con t ro I (standard) 

Close coupled en(! Effluent recirculation Crane Oemlng 
suction centrifugal and transfer pumping 
pump (standard) 
Close coupled end Efffuent recirculation Crane Oeming 
suction centrifugal and transfer pumping 
pump (standard) 
Horizontal close Chlorme booster pump 05/94 
cou pled cent r I fug; 1 1  
pump 
kmzonta i  close Chlorine booster pump 08/94 
coupled centrifugirl 
pump 

I 1 (substandard) 
I ?  

I 
I i n t n ~  

Page 3 of 4 



STRUeTURES, EQUIPMENT COUECTlON INVmTORY 
IN 

CROSS CREEK WASTEWATER SYSTEM 

NOTE3 1) LS #l wet well was coats in 1997, 
2) LS *2 wet we11 was coated in 2000, 
3) Service lateral pipinjt entering into the sewer collection piping described in t t e m  1s 1-6 

and LS 2.6 is excluded from this inventory. 

Page 4 of 4 
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APPENDIX D 

CHARTS OF DEPTH OF MAINS AND DEPTH OF CUTS 

Management & Regulatory Consultants, Inc. 
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CROSS CREEK 
GRAVITY COLLECTION SYSTEM 

Distance - Depth of 
feet main - ft 

0 3 00 
250 4 00 
500 500 
800 6 20 
1000 7 00 
1300 8 20 
1450 8 8 0  

I Northern System - feedlng lo L S No 2 

Depth of 
cut, t3 
0-6 
0-6 
0-6 
6-6 
6-8 
8-10 
8-10 

M H  # 
61 
60 
59 
57 
56 
55 

54 ' 

M H  # 
74 
73 
72 

Depth of 
main - ft 

300 
3 20 
4 60 
5 00 
6 00 
680 
7 80 
8 8 0  

Depth of 
cut, ft 

0-6 
0-6 
0-6 
0-6 
0-6 
6-8 
6-8 

8-10 

300 

M H # 
66 
67 

M H  # 
65 
64 
63 
62 
56 

feet main - 13 cut, ft 
0 4 80 0-6 

340 6 16 6-8 

Distance - 

280 
4 50 
600 

Distance - 
M H  # feet 

Depth of Depth of 
main - ft cut, ft 

I Distance - I Depth of I Depth of 

79 0 3 20 0-6 
5 00 

M H  # 
78 
77 
76 
75 
72 
71 
70 

54 ' 

Notes 

Distance - 
feet 

0 
50 

400 
500 
750 
950 

1200 
1450 

* -  M H  5 4 = L S  N o 2  
Assumed slope = 0 40% 
Minrmum Depth = 3 ft 

Bold = duplicate M H number 
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APPENDIX E 

CONSTRUCTION I N D I C E S  FOR SEWER CONSTRUCTION 

Management & Regulatory Consultants, Inc. 



CONSTRUCTION I N D I C E S  FOR SEWER CONSTRUCTION 

For  many years, t h e  primary index of sewer construction c o s t s  was 
prepared  and maintained by the United States Environmental 
Protection Agency. The EPA stopped maintaining the index in 1991 
and, to my knowledge, no agency or p r i v a t e  company h a s  attempted to 
continue it. General construction indexes are maintained by two 
nation companies - ENR (formerly Engineering News Record magazine) 
and R. S. Means Company, Inc. A comparison of those indexes was made 
to that of the EPA Sewer Construction Cos t  Index (CCI) for the 35 
y e a r  period, 1957-1991. A graphic comparison shows that the R . S .  
Means Historical Cost  Index (HCI) compares favorably with that of 
vides a reasonable substitute f o r  purposes of trending the change 
in costs of sewer construction. 

Management & Regulatory Consultants, Inc. 



CONSTRUCTION INDICES FOR SEWER CONSTRUCTION 

Year 
1957 
1958 
1959 
1960 
1961 
1962 
A 963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
2 972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
I988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 

1999 
2000 

I 998 

EPA 
96.8 

100.4 
104 8 
106.2 
108.2 
109.7 
113.1 
124 7 
176.6 
120.5 
124.5 
129.6 
138.7 
149.8 
167.2 
185.6 
199.6 
230.5 
259.0 
275.1 
292.5 
320.3 
360.3 
390.8 
41 5.8 
434.9 
446.0 
457.0 
470.7 
477.4 
485.4 
503 5 
516.9 
522.1 
527.3 

EPA 
ENR - CCI 

ENR-CCI Means-HCI Year 
724 
759 
797 
824 
847 
872 
901 
936 
971 

1019 
1074 
1155 
1269 
1381 
1581 
1753 
1895 
2020 
2212 
2401 
2576 
2776 
3003 
3237 
3535 
3825 
4066 
4146 
41 95 
4295 
4406 
4519 
4615 
4732 
4835 
4985 
5210 
5408 
547 1 
5617 
5863 
592 1 
6076 
6225 

18.4 
18.8 
19.3 
19.7 
19.8 
20.2 
20.7 
22.2 
21.7 
22,7 
23.5 
24.9 
26.9 
28.7 
32.1 
34.8 
37.7 
41.4 
44.8 
46.9 
49.5 
53.5 
57.8 
62.9 
70.0 
76. I 
80.2 
82.0 
82.6 
84.2 
87 7 
89.9 
92.1 
94.3 
96.8 
99.4 

101.7 
104.4 
107.6 
110.2 
112.8 
115.1 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
? 968 
1969 
1970 
I971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
I979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

1989 

Restated with 1957=7 00 

EPA ENR-CCI Means-HCI 
100.0 
103.7 
108.3 
109.7 
111.8 
11 3.3 
116.8 
I 1  8.5 
120.5 
124.5 
128.6 
133.9 
143.3 
154.8 
172.7 
191.7 
206.2 
238.1 
267.6 
284.2 
302.2 
330.9 
372.2 
403.7 
429.5 
449.3 
460.7 
472.1 
486.3 
493.2 
501 4 
520. I 
534.0 
539.4 
544.7 

- Sewer Construction Cost Index 
- Engineering News Record Construction Cost Index 

100.0 
104 8 
110.1 
113.8 
1170 
120.4 
124.4 
129.3 
134.1 
140.7 
148.3 
159.5 
175.3 
190.7 
21 8.4 
242.4 
261.7 
279.0 
305.5 
331.6 
355.8 
383.4 
41 4.8 
447. I 

528.3 
561.6 
572.7 
579.4 
593.2 
608.6 
624.2 
637.4 
653.6 
667.8 
688.5 
71 9.6 
747.0 
755.7 
775 8 
809.8 
81 7.8 
839.2 
859.8 

488.3 

100.0 
102.2 
104.9 
107.1 
107.6 
109.8 
112.5 
11 5.2 
117.9 
723 4 
127.7 
135.3 
146.2 
156.0 
174.5 
189.1 
204.9 
225.0 
243.5 
254.9 
269.0 
290.8 
314.1 
341.8 
380.4 
41 3.6 
435.9 
445.7 
448.9 
457.6 
476.6 

500 5 
512.5 
526.1 
540.2 
552.7 
567.4 

598.9 
613 0 
625.5 

488.6 

584 8 

Means - HCI - Means Historical Cost Index 
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APPENDIX F 

FLORIDA COURT DECISIONS and PSC ORDERS re USE OF ORIGINAL COST 
S T U D I E S  TO ESTABLISH RATE BASE 

Management & Regulatory Consultants, Inc. 



This appendix contains copies of the following c o u r t  decisions 
relating to the use of original cost studies to establish rate 
base: 

S o u t h e r n  S t a t e s  Utilities, Inc. v .  Duval Countv Board of Countv 
Commiss ioners ,  82 PUR 3d 452 (Fla. 4th Cir. Ct. 1969) 

F l o r i d a  Crown Utilitv S e r v i c e s ,  Inc. v. Utilitv Regulatorv Board of 
the Citv of J a c k s o n v i l l e ,  274 So.2d 5 9 7  ( F l a .  1st DCA 1 9 7 3 )  

In addition the Commission is referred to the following orders it 
has issued relating to the use of original c o s t  studies to 
establish rate base:  

In Re: Application of Cooper C i t v  Water and Sewer Svstems for a n  
increase i n  rates and charqes for water and sewer service t o  its 
customers in Broward Countv, Florida, Docke t  No. R-70282-WS, Order 
No. 5402, 5/3/72. 

In Re: Application f o r  transfer of facilities associated with 
Certificate No. 109-W from B a k e r  Sales, inc. in C l a v  Countv, 
F l o r i d a ,  to Southern S t a t e s  Utilities, I n c . ,  Docket No. 86137O-WU, 
Order  No. 17359, 4/3/87. 

I n  R e :  Application for a staff-assisted rate case in Bav Countvsbv 
Sandv C r e e k  U t i l i t i e s ,  I n c .  , Docket  No. 900505-WS, Order  No. 2 5 3 7 3 ,  
11/21/91 

In Re: Apnlication for a transfer of Certificate Nos. 426-W and  
362-S from Hideawav Service, Inc. t o  FMC Hideawav, Inc. in Levv 
Countv. Docket No. 910672-WS, Order No. 25584, 1/8/92. 

In Re: Petition for limited proceedinq to increase rates to recover 
c o s t  of purchased assets disallowed in Docket No. 910020-WS bv 
U T I L I T I E S ,  I N C .  OF F L O R I D A ,  Docke t  No. 920834-WS, Order No. PSC-93- 
O43O-FOF-WS, 3 / 2 2 / 9 3 .  

Management & Regulatory Consultants, Inc. 
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books and records of watcr and m e r  utility RatrI, J I85 - Emdnrrr - Bwdtn 4 p d -  
include the utdity’s owration# in 0th- [FLA. Cir. CL] A county hoard ha* t& 

countics i s  not justification lor a finding by burdrn of pronng the unrcamnabknm of 
thc county board that the records arc i n i d c  crirting and p r r w m p t l d y  v d d  ntcs  of a 
quare to apportion or a l h i c  adminislntirc 
and gcncral cxpcnscs uhcrc the cwidcncc 
dircbscr that rcandrrd alloution p m -  t u r d  by t k  h r d  161 p 459 
durcs have been foflorcd by the ucihty and. 
absent an altcmatirc formuh by rhc board. 
the board cannot substitute its judgment for 
that of management in this arc.. I S ]  p 
458 

water and rcw+r o t i l ~ t y  rherc the inrrrrr-  
gation tnto thr ntrllty’r n t t l  h u  brca i a s t ~  

RafrJ. f 250 - Rrhwrfnv wdwhom 
( P L k  cir. ct] A rrgulalory b a r d  erred 

in makmg a rctroattiwe nic  d u c r r o n  la a 
watcc and s-rr company ( 7 )  p 4W 

L A R K I N ,  CJ.: Southern States 
Utilities, Inc.. petitioner herein, insti- 
tuted the prmcedings before this court 
by petition for writ of mrtiorari, scck- 
ing to review an order of the Board 
of County Commissioners of Duval 
County entered March 13. 1968. 
During the pcndency of the proctcd- 
ings before this court, thc city of Jack- 
sonville was substituted as the party 
respondent in view of the passage of 

which crcatcs the new city of Jackson- 
ville as the succcssor in interest to  the 
formcr board of county commkioncrs.  
Final hearing in this cause was hcld 
on Octobcr 28, 1969 (The pti t ioner  
will sometimes be referred to herein as 
“the utility” and the mpondcnt as 
”the board.”) 

Southern Stairs Utilities, Inc.. is 
a water and sewer utility company 
engaged in the rendering of water and 
xwcr SCNICCS to consumcrs in Duval 
county, Florida On August 29,1966, 
a rate prcuctding was c o m m e n d  k- 
fore the Duval County Board of 
County Commissioncrs, in which the 
bard sought to review the water rates 
of the utility pursuant to olkgcd au- 
thority under Chapter 184.08, Laws 
of Florida, 1939. This act gave to 
the board the general power to  grant 

Chap 67-1320, Laws of Florida. 

franchises to water conipania. bot did 
not specifically grant thc powcr to fix 
and rtgulate ratcs. During thc p- 
dmcy of the ratc ax. on October I .  
1967. the kg i sb tu r t  enacted Clup 
67-664, Laws of Florida. which pur- 
ported to  grant to rhc kurd the 
authority to  fix and regulate water 
and x w c r  r a t a  of privatc utility m- 
panics Both partics in this cause 
have concurd t ha t  the htrr act. Chap 
67661. is unconstitutional as consti- 
tuting an invalid s p u 1  act: thc court 
acctpti this v i m  and so holds Cmn- 
don v Hazlttt (1946) 157 Fla 574, 
26 So 26 638; Lindsay v City of 
Mianii ( F l a S u p 1 9 5 1 )  5 2 S o 2 d l l l ;  
Florida cx rcl. Utilities Optnting Co. 
v hiawn (Fh Sup 1964) 58 PUR3d 
101. 172 So 2d 225 ‘Ihcrcforc. if 
the board had any authonty to act at 
all in the p r d i n g s  bclon, that au- 
thority must mianate from the 19N 
act. Chap 184 08. Pctitioncr mntcnds 
that this act, while not mnronstitu- 
tional, fails to grant aurhwity to the 
Imard to fix urd regulate tat-  of 
private utility companies. in that the 
gcncral authority to grant f n d k  
given to the board thcrrundcr docs no( 

carry with it  the authority to mgulatt 
ra~es--tht latter k n g  a power r h K h  
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gated. !+c Florida cx re1 Triay v 
Burr. 79 Ffa 290. PUR1920D 631. 
84 So 61; 73 C J S  5 5  1011. 1012; 
Delta Truck Bros , Inc v King (Ha 
Sup 1962) 142 So 2d 273;  Colcn v 
Sunhavm Homes, Tnc. (Fla  Sup 
1957) 98 So 2d SO1 ; Frccport Water 
Co. v City of Frccport ( 1 9 0 1 )  180 
US 587. 45 L Ed 679. 21 S Ct 493. 
The court is inclincd to agrcc with 
this position, however, in view of the 
court's ruling hcrcin holding the 
board's order invalid on other grounds, 
thc question of the board's statutory 
authority to act is not csscntial t o  this 
opinion. and thc court. thcrcforc. finds 
i t  unnmssary to rule upon the issue. 

Petitioner's main contention in this 
caw is that the board's ordrr.  and the 
findings of fact contained thcrein. arc 
unsupported by any compctcnt sub 
stantial evidence in thc record. are 
contrary to thc m o r d .  and therefore 
constitutc a departure from essential 
mquircmcnts of law Thc court 
agrees. 

Therc is no question that "an order 
h a d  upon a finding which is con- 
trary to thc indisputable character of 
thc cvidcncc is void; and a finding or 
dccision without support in thc cvi- 
dmcc is beyond the power and juris- 
diction of administrative agencies." 2 
Am Jur  2d 265; scc Florida ex rcl. 
Railroad Comrs v Florida Ex t  Coast 
R. Co. (1916) 72 Fla 379, PUR 
19170 1023. 73 So 171 ; Metropolitan 
Dadc County \Vatcr & Sewer Board v 
Community Utilities Corp (Fla  Sup 
1967) 200 So 2d 831. With this in 
mind, we must review the conclusions 
in the board's final ordcr against the 
backdrop of the voluminous evidence 
in this case. In  esstnce. the b a r d  

comtudcd (a) it did not have sufficient 
evidence before it on which to make a 
decision regarding the rate base of the 
company. (b) that the books and 
records of the company were insum- 
cicnt to determine proper optrating 
e x p s e q  for the h a 1  county opera- 
tions; and ( c )  the board had insufli- 
cient information before it to  justify 
thc ratcs chargcd by the company. 
Lt t  uq examine these rontcntions in 
the light of the evidence: 

[1.2] The Rate Bme. The rate 
rcvicw proctcding below continued 
over a pcriod of approximately ninc- 
teen and one-half months, during 
which time extensive tegtimony and 
evidence was introduccd by the utility 
on the clcmcnts rqu i r ed  to be con- 
sidered in determining the rcasonable- 
ness of given rates. One of thcsc ele- 
ments relates to  the rate base of the 
company I t  is customary and usual 
for regulatory bodits having jur idic-  
tion over the regulation of utility 
companies to establish by rules and 
regulations a fixcd proccdurc for dcter- 
mining rate base of a utility (that IS, 

the valuation of the company's p r o p  
erty uscd and uscful in the public SCN- 

ice). In this case. the county com- 

mission had not established any r u k ~  
or  regulations governing proccdurc to 
bc followed in rate cases, nor had they 
cqtahlishcd any method by which the 
r i te  haw of the utility was to hc dctcr- 
mined. Rtcauw of thiq vacuum in 
establishing any particular method of 
determining rate base. it i s  apparent 
from the record that the utility took 
the approach of introducing evidence 
suffcicnt t o  give the board several dif- 
ferent alternative methods for dcter- 
mining thc rate base. Through the 

RZ PUR 3d 454 
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ta t imony of a regis ter4 professional 
cng inm.  two alternative methdds were 
cstablishcd that the board could ntilizt 
in arriving at  thc rate ha- of the com- 
pany: ( a )  The "fair value" or m- 
p l a m c n t  cost approach. which cstab- 
lishtd a ratc base of $945.571.70, and 
(b)  the "original cost" or historical 
cost approach. which established a rate 
h~ of $835.715.56. The cng inm,  
Mr. Walter J Parks, Jr., stated in 
his testimony that in his approach to 
valuation of the assets. hc elect4 thc 
most conservative m c t h d  of arriving 
at  rate base by using the lesscr figure 
or the "histoncat cost" approach. A 
third alternative for arriving at  the 
rate base was also givm to the board 
through the testimony of the utility 
relating to thc company's actual ac- 
quisition cost of the assets whcn i t  
acquired the facilities from the former 
owners. This testimony indicated 
that the total purchase price for thc 
plant's facilities and rcal p v r t y  was 
$8856,210. The  testimony was further 
to the cffcct that this was a " d c p r c s d  
price." sincc the former owner was in 
serious financial difficulty. and the 
acquisition of the assets was obtaincd 
at a figure below cost. The actual 
cost figure was later adjusted to $352.- 
OOO, giving credit to  the ttstimony of 
the hoard's staff after a field audit of 
the bonks of the company. And even 
a fourth alternative was givm to  thc 
board for arriving at  rate h - c .  T h e  
b a r d ' s  own accounting staff, aftcr an 
exhaustive analysis of the m r d s  of 
the company, and xvcral  field visits 
to the offices of the company, made a 
finding in the m r d  that the rate base 
of the utility. b a d  on original aquis i -  
tion cost figures. was $23 17,392. Thui. 

the board had Wort it four altcmatirr  
mcthnds of arriving at  rate base, each 
arrived at by the presentation of rob- 
minous tcstimony. including that of 
txpcrt witncssm. as well a i  tcstimonj 
of the county's own expert witness. 
T h i s  testimony afforded the following 
nte  base a t t e rna t im:  

It was shown by the tutimony that 
thc original a m t i n g  books and 
m r d s  of the prcdmssor  
(the original company owning thc 
facilitits prior to acquisition by pai- 
t i c "  hemin) were inadequate to dc- 
tcnninc the original ~ r n t  of the prop- 
crtirs. i t  w a s  h u w  of this that the 
b a r d  m r m n r s l y  mncludcd it had m 
legally sufficient evidence on which to 
make a finding of mtr bw. It i s  
wcll estahlishcd under utility n t e  rrg- 
ulatory law that whcrt accounting 
m r d s  h a w  Imn inadcquate to  deter- 
mine the cost of the  utility's assets, 
thc m c  bast for thc rompany can be 
CstabTishcd by an mginm's appaisal 
and estimate of historical cost which 
is accomplished by an cnginccr's in"- 
tory of thc physical p " t y  and a 
pricing of the items at  actual mtimatcd 
cost a t  the timc of condrwtiun or 
mitallation. The hiqtorical cost thus 
foiind, Its- dcprrriatinn. providrs a 
legally a c q t a b l c  valuation of utility 
propcrty. City of Sullivan v Missouri 
Electric Power Co. (Mo 1935) 6 
PUR NS 225.232; Re Jerome Water 
Co (ldaho 1955) 9 PURM 62, 65; 
G a h t l d  and Lowjoy, Public Utifity 
Economics, Prcnticc Hall, 1964, pp. 

455 "3d 
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57, 60. 86. In the J e r o m  Water Co. 
case, supra, the Idaho Public Utilities 
Commission held : 

“In the a lncm of rccordcd costs, 
the n w t h d  of computation of probable 
original cost by i n d i m  i5  a common 
method ustd by engineers and is gen- 
erally acccptcd The probable original 
cost of the plant now rn service, a3 
calculated by Mr. Willard, is substan- 
tiated in princrple and is in reasonably 
close agreement in amount to the csti- 
mate of the Cornell firm. Since the 
owners of the property have by their 
own admisston failed to keep adequate 
records of additions and retirements. 
the commission must rely upon csti- 
matts of engincrrs to  establish what 
the cost of these items should be ” 

In City of Sullivan v Missouri Elm- 
tric Power Co. (Mo 1935) 6 PUR 
N S  225, 232, the Missour: Public 
Service Commission held : 

“The evidence before us indicates 
that the company’s records are insum- 
crcnt to enable us to dctcrmine the 
amount of money originally invested 
in construction of the proprrttn.  we 
must, thereforc, estimate the prudent 
original cost. It i s  precisely this in- 
formation that our cnpnccrs have 
endeavored to  give us W c  think that 
the amounts shown In their cstinlates 
may bc acccptcd as reflecting the 
prudent investment cost of the prop  
crties. and we shall 50 constdcr them 
in our determination of fair value.“ 

In Garfield and Lovejoy’s t a t .  
Public Utility Economics ( Prcnticc 
Hall. IW), the law rtgarding the 
establishment of rate basc is sum- 
marized : 

“Actual cost mtthcds include: (a) 
Hrstorical cost; (b) prudent invest- 
82 PUR 36 456 

nient; and ( c )  original cost. Gen- 
erally spcaking. historical cost includes 
both the construction and acquisition 
costs of the propcrties serving the 
public. includlng additions and better- 
ments, less depreciation. Whcr t  oc- 
C O U , I ~ I I I ~  records h m c  brcn inadcqudr, 
hrr toncd  cost Ims bctn fowrd b y  csfi- 
nrofitg rk t  cost of t k r  p r c m t  planf 
on thc bani of costs of mutcrtal.i i d  

hbar  at the finic tach propcrfy unil 
was comtructed or ncquircd, less dc- 
prccrotion. 

. . _ . . .  
“ . . In the past, the utility com- 

panics’ books and rccords were some- 
tinies Inadequate to permit a detcr- 
mination of historical cost In such 
cases, the historicat cost of the exist- 
ing plant was estimated by making an 
invcntory of thc physical property and 
pricing each of the itcms at  actual 
cost at the time of construction or 
installation The historical cost, thuJ 
found, plus an allow*ancc for the over- 
hcid charge3 incurred during con- 
struction and lczs dcprccration would 
provide a valuation of the tangible 
property. 

. . . . . .  
“, . . Original cost is determined 

by studies of available books and rec- 
ords If the original cost of plant 
cannot be detcrmintd. it may be esti- 
nrated.” 

The utility in this case followed the 
standard method of establishing ratc 
base when the accounting records of 
an acquircd company were not Sufi- 
cient to  give that information. The 
testiniony and cvidmcc of Waltcr J 
Parks, engineer, which is part of the 
record. shows that a dctallcd and vel- 

SOUTHERN STATES UTILITIES v DUVAL. COUNTY BD. OF COMRS. 

uminous engineer’s study was made 
of the valuation of the utility‘s prop 
erty. which arrivcd at a complete in- 
vcotory and analysis of the cost of the 
properties and facilities of the utility 
at the ttme each property unit was 
construrtcd o r  acquircd, less dcprccia- 
tion. As noted above, this methud of 
arriving at rate base is uniformly 
accepted. In addition to thc cngincer’s 
study, the board had available to it 
the evidence of i t s  own accounting 
witness who testified as to a rate base 
figure. Thus, the conclusion by the 
board in i ts  order that i t  did not have 
sutlkient cvidcncc before i t  on which 
to determine a rate base for the utility 
i s  contrary to the testimony and evi- 
dence in the record, and i s  therefore 
void. 

131 Rotr of Rt turn .  Aft- the 
establishment of a rate bax, the gcn- 
erally accepted prwedurc in rate caws 
is to determine what rate of return 
the company i s  earning on its present 
or requested ratcs and then determine 
whcthtr said rate of return i s  reason- 
able under the circumstancei. The 
dctermination as to what i s  or should 
bt a reasonable rate of return for a 
given utility i s  an csscntiat part of any 
utility rate case. since it i s  only by 
establishing what would be a rtason- 
able return that a decision can be made 
as to whether thc utility’s present or 
q u e s t e d  ratcs are within this zone 
of rcasonablcncss. S e t  Metropolitan 
Dade County Water & Sewer Board v 
Community Utilitics Corp. (Fla Sup 
1967) 200 So 26 831. Testimony is 
usually given on this m u t  by u~pcrt 
witnascs from both the utility and the 
staff of the adminisiraiivc agency. and 
it is not unusual. of course, t o  hear 

conflicting orpert n e w s  Thc ndmin- 
istrative agency is cnt&d to believe 
o n t  cxpcrt witness over another, but 
where therc is no conflicting cvidcncr 
on a basic issue, such as  a t e  of rctum, 
and the agency has before it undis- 
puted tcstimony of witnesses. i t  a n n o t  
arbitrarily disregard that testimony 
and rcach an mtircly diffcrrnt con- 
clusion than that which the undisputed 
record discloses Metropolitan Dade 
County Water & Sewer Board v Com 
muniry Utilities Corp (Fh App 
1%7) 200 So 2d 8 3 1  ; Northern P. R. 
Co v ivashington Dcpt. of Pub. 
\Vorks, 2611 US 39, PURl925D 93, 
69 L Ed 837. 45 S Ct 412, Washing- 
ton Gas Light Co. v Distnct of 
Columhia Pub. UtilttitJ Commission 
(DC DC 1944) 54 PUR NS 193. 55 
F Supp 627; Re Plainfield-Unk 
1Vatrr Co (1959) 57 NJ Super 158, 
30 PUR3d 513, 154 AZd 201; Re 
Wilmington Suburban Water Corp. 

203 A2d 817; Nevi& Pub Smk 
Conimission v Ely Light & P. Co. 
(1964) 80 Nev 312. 55 PUR3d 123, 
393 P2d 305. 

The  only cvidcrwrt in this caw as to 
what is a minimum r r ~ m b l c  rate 
of return for the pctitioncr company 
is thc c v i d c m  of the pctitioncr p e  
scntcd through the volummnous testi- 
mony of an exprrt witnrss. as well as 
other wimcsxs for the utility The 
board or thc b-mrd’s staff prumtcd 
absolutcly no evidence on this que-  
tion Thc substam of pctitroncr’s 
testimony was that the utility rquircd 
a minimum of 695 pcr cent rate of 
return on its rate base, in order to 
mtrt c x p s c s ,  p y  intcrrst on debt, 
provide the rqu i r cd  money for addr- 

(1964) - Dcl -, 56 PURM 66, 

157 8ZPUR3d 
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tional expansion and improvcmcnts. 
and return a fair amount to investors 
on capital. The  generally accepted 
criteria for determining a rcasonabk 
rate of return. including an analysis 
of cost of capital. were discussed and 
utilized by the utility's witnesses in 
arriving a t  the condusion that a 6.95 
per ccnt return was a minimum rea- 
sonablc requirement for this company. 
and that a zone of rcasonablencss 
would he anywhcrc from 6.95 per mnt 
to 7.39 per cent. 

(41 The hoard cannot legally ig- 
nore thc only testimony in the record 
on rate of return. Rut it did just 
that. Taking the evidence in a light 
least favorable to  the utility and utilit- 
ing the board's own evidence in the 
record, the effect of the rate reduction. 
mandated by the hoard in the final 
order, would produce for the utility 
a rate of return of only 2.8 per ccnt. 
Nowhere in the record can one find 
supporting evidence for fixing the rates 
at this levtl. The conclusion is in- 
escapable that such a finding is arbi- 
trary and constitutes an unlawful 
confiscation of the utility's property. 
S c  Rc Plainfield-Union Water Co 
(1959) 57 NJ Super 158, 30 P U R  
3d 513. 154 AZd 201; lVa3hington 
Cas Light Co. v District of Columbia 
Piib. Uttlitics Commission (DC DC 
1944) 54 PUR NS 193, SS F Supp 
627; Northcm P. R Co. v Washing- 
ton Dcpt. of Pub Works 268 U S  39, 
I'UR192SD 93. 69 L Ed 837, 45 
S Ct 412; Metropolitan Dadc County 
Water & Sewer Board v Community 
Utilities Corp. (Fla App 1967) Mo 
So 2d 83 1. 
[SI The fact that the ovcrall hooks 

and records of the company may have 

included the utility's operations in 
other counties is not justification for 
the finding by the board that the rec- 
ords were inadquate to  apportion or 
allocate administrative and gcncral 
cxpcnscs of the Duval county opera- 
tion In utility rate regulatory piac- 
ticc. there are established methods of 
atlocating adminigtrative and gcncral 
expenses brtwccn multicounty o r  
multistate operations of utilities. and 
the record discloses that these stand- 
ard allocation procedures were fol- 
lowed by the accounting witness for 
the utility. In any event, the books 
and records of the utility company arc 
presumptively valid. Southwestern Bell 
Tcleph Co. v City of San Antonio 
(CASth 1935) 7 PUR NS 433. 75 
FZd 880. 882. and the board prc- 
wntcd no contrary evidence to prove 
them otherwrse If the board objected 
to the method of allocations adopted 
by the utility, it should have comc up 
with an alternative formula and sug- 
gested an adjustment of the books to 
conform to it. Absent this, the b a r d  
cannot suhrtitutc its judgment for that 
of management. Metropolitan Dadc 
County Water & Sewer Board Y Com- 
munity Utilities COT. (Fla App 
1967) 200 So 2d 831. 833. As noted 
hy the Suprcmc Court of thc United 
State3 in Missouri ex rcl, Southwest- 
em Bell Tclcph Co. v Missouri Pub. 
Service Commission. 262 U S  276. 
2R9 PUR1923C 193, 200. 67 L Ed 
9 8 1 . 4 3  s Ct 544: 

"The commission is not the financial 
manager of the corporation and it is 
not empowered to substitute its judg- 
ment for that of the dircctors of the 
co rp ra t ion ;  nor can it ignore items 
charged by the utility a1 optrating CX- 
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pcnseq unltss there i s  an abuw of di3- 
cretion in that regard by the co rp ra t c  

Th t rc  was some question in the 
rrcord as  to who had the burden of 
p m f ,  or the burden of coming. for- 
ward with the evidence. Thc  utility 
contcndcd that si- the proceedings 
below were initiatcd by the board 
seeking to review the establishcd rat- 
of the company. the burden of proving 
the unreasonableness of the existing 
rates falls upon the b a r d .  The utility 
a p p a r r d  on the date set for the rate 
hearing and announcrd that i t  was 
prqa rcd  to introduce evidence to rebut 
any initial showing made by the b a r d  
as to  thc unreasonableness of the 
utility's established rates No mi- 
dencr. howtvtr,  was initially intro- 
duced by the board; rather. the b a r d  
adopted a procedum whcrcin i t  m- 
quircd the utifity to comc forward 
with thc evidcnm in the first instance. 

There is no question that the one 
complaining of alleged u n n w n a b l c -  
n e 5  of existing r a t a  carries the initial 
burden of proof to establish such un- 
rcasonahlcness R a t e  of a public 
utility arc presumed valid until p r o d  
otherwise. Metropolitan Dade Coun- 
ty Water dr Scwcr Board v Commu- 
nity Utilities COT. ( n a  App 1967) 
200 So 2d 831; Re Coal Rates. 23 
NM 704, PUR1918D 182, 171 Pac 
506. The board contend,, however. 
that it did not initiate thc p r d i n g s .  
Notwithstanding somt confusion on 
this point. the record does reveal that 
the partics undcrstood the case was 
proceeding forward by maJon of the 
board's insistencc and desirt to rcvien 
the existing rates of the m p n y ,  
which the utility had placed into effect 

officcn ." 

a3 of August 1. 1966, a date prior to 
the m " c n m t  of the p+otttdingJ. 

[e] There was rm rrguirrmcnt 
under the special act of 1939 or under 
the utility's franchises that the com- 
pany apply to the bard for authority 
to changc its ram. Them was no ruk 
or rrgulation adopt4 by the board 
requiring the utility to apply for a 

the hidm of proving the unruson-  
a h l m s  of the e x d i n g  and praump 
tively vahd n t c s  of the Company. T h e  

I I  I 

issuc in the tax. only m s  to  fortrh 

The law holdina r a t a  of a utifitv 

have kf t  intact thc mxnt and m-c- 

I?] T h c  petrtiortcr also contends 
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FLORIDA CIRCUIT COURT, FOURTH CIRCUIT. DUVAL COU" 
retroactive rate reduction. T ~ C  court 
agrecs. Michigan Bell Ttlcph CO v 
Michigan Pub Service Commission 
(1946) 315 bfich 533. 66 PUR NS 
287. 24 NW2d 200. 2 0 5 ,  2%. Rc 
Pacific Telcph. & Teleg. Co. (bl 
1949) Ro PCR NS 355. 369; SK 

City of Miami v Florida Pub. Service 
Commtssmn (Fla Sup  19h8) 73 PUR 
36 369. 208 So 2d 249, 259. Again, 
said error only S C N C S  to compound 
the irrcgularity of an order already 
declared erroneous for other reason¶. 

For the reasons cxprccstd above. 
the cnurt is of the opinion that the 
findings and jridgmcnt of the board in 
the order below arc  contrary to all of 
thc compctcnt substantial evidence in 
the rccord and fail to accord with 
essential rcqoircmcnts of the law. 

ILLliV0l.S COMMERCE COMM!SSlON 

Re Pekin Water Works Company 

While a reviewing court should give 
as much crdcncc a5 possihlc to the 
findings of a lower tribunal o r  agmcy. 
to say that their findings may be made 
conclusive where constitutional rights 
of property are involved. although the 
cvidcnce clcarly establishes that the 
findings are wrong and constitutional 
rights have bem invaded, is to place 
those rights a t  the mercy of adminis- 
trative oficials and to seriously impair 
the Jccunty inherent in our  judicial 
safcguards. 

Wri t  of Certiorari be and i t  i s  
hereby granted and the writ is issued 
as prayed. T h e  ordcr of the Board 
of County Commissioncrs of Duval 
County entered on March t3, 1968, 
is quashed. 

Rrvnrrs .  5 5 - Jas c r d i t s  - Mrrrharrdmrq 

[ILL J Such stem* am m " i r a t i o n  of m 
water company'm invraimcnt tar rrtdir. 
mcrchandi-lnR 8nd johhinR revcnuca. rental 
revenues. and turn on chmrgrs should bc 
reported a* misccllancous water rewenoel 

a d  pPhimq - Rrntalr 

I l l  P 444 
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RE PEKIN WATER WORKS CO. I :  
1 

jI 

!; 

i ,  

add a late payment charm of 5 prr cent to 
hilh not paid r i t h m  fifteen d8ys of the d ~ k  
thrrtor 131 p 467. 

Disuimimatiom. $186 - RatrJ - I Y o w  c m -  

[ILL.) A water company *a3 ordered to 

d c e  to tho= c u r t o "  rertding rithtn 
8nd rl ihoot  the cily hmitr. 

Rrtnrn j I15 - Watrr rorp8-y  
[XLL.] A fair and rrlronabk n t c  d re- 

turn for water company was fwnd to be 
6 2  pcr cent 151 p 469 

1 4 1  p 467 
; I  

i i  

t ,  
w y  - Pmutr  firr p r o i r r t ~ c n  

charm uniform rater fur fire protection 

b I 

By the COMMISSION: On July 21, 
1969. Pekin Water Works Company. 
hereinafter somctimcs referred to a3 

the company, filtd with the Illinois 
Commerce Commission i t s  rcviscd 
schcdulc of rates and of rules. regula- 
tions. and conditions of srrvicr for 
water scrwcc dcslgnatcd as Ill  CC No. 
4, Original Shcct Nos. 1 through 41. 
tnelusivc. by which i t  prqmscd a gcn- 
rral  incrcase in rates for watcr service 
applicable to its =nice area in the 
city of Pekin. Illinois. and vicinity. in 
Tarcwell county. such rates. rules. 
replattons.  and conditlons of s c n i r c  
to  k o m c  cffcctive on August 20, 
I %9. 

L'pon examination of said proposed 
schcdulc, the commis4on suspended 
thc proposrd general increase in rates 
and c h a n g e  in rules, rcguhtions. and 
conditions of service until December 
19. 1969, and subsequently RSUS- 

pcndcd i t  until June 19. 1970. 
Notice of the proposed general in- 

c r e a u  in the company's ra ta  was 
puhliqhed in The Pekin Daily Times. 
a ncwqpapcr having a ~encral circula- 
tion in Pekin. Illtnois. and vicinity, 
and notirt nf such proposd increase 
in rat- was p x t d  in tht huqincsg 
office of thc compmty in Pekin in ar- 
cordanre w i t h  thc requiremmtt of law 
and the provisions of CcMral Ordcr 
157 of the commission. 

Pursuant to notice as required by 

!; 
v 

i ;  
I :  

law and the rule3 and rcgulations of 
the commission. the matter came on 
for hcaring before a duly authorired 
examiner at  thc offices of the m i s -  
rion in Springfield, Illinois. an &- 

; I  

t o k  6.1969. Thc company appearcd 
by counsel and g r a m t c d  cvidmcc. 
both oral and documentary, in support 
of the proposed i n w e  in ntrr and 
c h a n g e  in its rules. rrgnbtions. and 
conditions of m i c e .  Thc city of 

f 
Pckin appcarrd by ih corporation t 
counsel. Appeararms wtrr also tn- L '  

tcrcd on bchalf of the amounting and I "  
enginer ing staffs of the commission I 

There were no other appeararms. A 1 .  

further htaring was held on N o m h c r  
IO. 1969. At the ronclusion of the 
hcaring on November 10, 1969, the 
matter was n u r k d  "hard and taken." 

The present mtcs for gcncd water 
m i c e  consist of a e c c  charge 
and a wage charge. Both chargrs 
are  Irtatcd gross and net a d  am billed 
at  the gross charge. with the nct 
c h a r s  applied as a discount for 
p m p t  payment within ten d a p  aft- 
tendition of bills The  prrwitt &ct 
and u - a v  charge ar t  tabulatd on 

Undtr  thc p r o p n d  xhcdule. sew- 
ice anti u u p  c h a r p  arc no hffr 
stated p w  and net; a delayed p y -  
mcnt charge of 10 per m t  i s  added 
to all hdls not paid within tiftccn days 
from the datc of rcnditim. 
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and BIgtred by one L. C. Roggc. The Ictter 
rdvircd the tncmhcrr of 8 complete oytic?tl 
Iervicc, incliiding cyC cxAmhtionr,  at  a 
tcdirccd cost to them and thtlr dcptndcutr 
ujwn prcsctitation of the card nthched 
tlicrcto 81 any of pctitioiw'g fivc \ 4 n i ! r s  
rdrlrcsso printcd O I I  the rcvcrbc  ride o f  the 
kiter. A hearing was held bcforc the 
board 011 Fclruary 19, 1972 at  which time 
the Board found petitiotrtr guilty of three 
out o f  tour counts Ind ruspcndcd his l i -  
C C ~ S C  to practice the trwdc or occupation of 
diipcnsing optician for a period of 8ix 
monthr. 

T h e  Losic violation of Florida Sta tu te8  
Chapter 484 and O p t i ~ i a i ~  Ruler Chaptcr 
2IP-1 oppcarr to Le thst rhc petitioner in 
itr comniuiiic&tioir tu thc utiion mtmhers 
rdviscd thnt comptetc optical r c r v i ~ e r ,  in- 
cluditip: eye cacaminations, wortld be fur- 
nirhcd. Opticinns 11y ntotutc ate rcstrictcd 
from cyc craminations af this i 8  a function 
of rn optonictrist. Sec 1C.S. 1 484,02 F.S. 
A,  and Opticixns Rulcr 21 1'-1.02, Thcrc- 
Core, the corntnuiiication on its face yiol~t- 
t d  the rtatute and tclatrd rtrlc and petition. 
cr offcrcd little or no tcstimony et the time 
of tht hearing hefore thc Board on th ir  
point, 

We ftcl the Board has abused its dircrc- 
lion in that the i i x  month iurpcnsion i s  not 
wrrrwiitcd under thc circumrtanctr rnd 
would reriilt it1 an undue tcononiic hard- 
r h ~ p  to thc petitiotm and, thcrcforc, the 
ordcr of the noaid should k modificd. 

Accordingly, the writ of certiorari i 8  

trrnted and thc order Is modified to read 
, LI fotlowr: the licctwcc, Donrld Juhl as 

owncr and/or of ricer of Community Optia 
crl Service fF/r Family Optical Service 
ii hcrrlry ruspcrrdtd from thc practice of 
dirpcnsirtg optician for I period of thirty 
(30) day6 from rhe date of the service of 
copy of this order. 

111 all o h c r  particulars, the order of thc 
Florida Statc Board of ais))cllsing Opti- 
cians shall rcniwin in  full forte  a t d  effect, 

It i s  w ordered. 

FLORIDA CROWN UTILITY LERVICEG, 
INC,, 1 Florldi o4rparrllon, Aypbltrnt, 

v r  

UTILITY PEOULATORY BOARD OF th@ 
CITY' O F  JACKGONVILt€, AppdIrr,  

No. ?-430, 

certiorari procccding by utility to re- 
view an order cntcrcd by tnttnicipnl utility 
rcpulatory board in tote case, The Circuit 
Court for Duval County, Roper J, Way- 
bright, J., cntercd order pdverre to ritility, 
and utility appealed, The llistrict Court 
of Appeal, Spector, C. J., held that where 
tortiict owner of property of utility had 
failed to make ava i ld4e  any oriyinql cost 
records, ruch bard ,  whose own rulc re- 
quired It to bare rates on the actual Icgiti- 
m8tc costs of the property less dcprccin- 
tioil, lacked authority to lubstjtute for that 
figmrc thc acquisition C08h to utility, hl 
rwthtr bhould have reconstructed origlrrnl 
costs Iry an enginttr'r tbtimate, 

Rrverrtd. 

I, Publlo S t r v h ~  Commlrrlonb -35 
T h e  District Court of Appea! had ju- 

riditl ion to entertain nppCA1 from order of 
circuit court denying certiorari t w i w  of A 

~ t i l i t y  h a r d ' i  pdmitiistrbtivc ordcr on 
rwtcc. 

2. Publla Brruloo Cemmlrrlonw -7.0 

Opiniotls of rcgulntory b r r d  rtwfffi 85  

to cxccut ivc  compcnrktion and mnnagcment 
fccr unsupportcd by cwidcncc connot be 
rustairred as basis for dit~llowancc of such 
C X ~ C I U C S  in a utility t a l e  c a m  

3. Pvbllo 6rrv lco Commldonr -7.8 

Refurat e1 niiirlicipol utiliry reguhtory 
board, it1 utility ratc case, to allow cxpens- 
cc inturrcd by utility itr connection witk 



rate h c a r h r  on ground that hcarlnp hnd 
ttrvcd no proctlcrl piirpaic for rrtepfiycrc 
rincc no t r t c  fncrcaic wan grrnttd, without 
more, constitiitcd a drphrirrre from erren= 
tnl rcqulrcmtnlr of h w ,  

e~ t ton  for &in h c r c a r e  in ratem. On the 
coiitrary, the order cnttted by thc board In 
the mmr procccU;np ttduetd the rate l  per- 
mitted to be charged to rrppellant', cuttom= 
Crio 

4. Pubtlb Grrvlcr Cemmfrrlonm e 7 . 8  

Where former owncf of property of 
titility had failed to tnakc rvdlablc any 
otigind cost recorda, tiiuntcipal utility teg- 
itlatory h a r d ,  who5t own rule required it 
to basc rntcs on thc actual legithate costr 
of the property lcss dcpteclation, lrcktd 
hiithority to wls t i tu te ,  for that figure the 
acquisition costs to 'utility, but rather 
~ h o u l d  ~ A V C  reconstructed original cost8 by 
fin tngincct'i cdmafe ,  

Rolmt J, Kelly, Taflahassee, and John 
B. Chandler, fr., of Rogerr, Towerr, Bai- 
ley, Jotrer br Gay, Jac)r~onvillc, for appcl- 
latit, 

T, Edward Autlin, Jr., and William D. 
Moore, Jacksonville, for appellee. 

SPECTOR, Chief fudge, 

111 Appettont reeks reversal of an ad- 
vtrsc order entered by the circdt court in 
I ccrtiorrrrl proceeding by which At rouRht 
review of nii order ctitercd by the nppellcc 
in a utility rite  caw. We have furirdic- 
tiotr to entertain this mppcd from rn  order 
of the circuit court dcnying certiorari re= 
view of L utility board's rdministrrtivc or- 
der on rates. Southern Gulf Utility, Inc. 
v. Mcttopolitm Lhdc County Water and 
Sewer Sloatd, 180 So.2d 481 (FIa.App.); 
~ ' c 8 ~ w o o d  Lakt v. Mcttopolitrn l h d c  
County Wntcr arid Srwcr Board, 203 Sa.2d 
363 (Flh.App.1967). 

T h e  appellant icwer and water c o m p ~ n y  
fitcd m r p p h t i o n  fctr n rate hearing be- 
fore the appellee municipal rcgulrtory 
b a r d ,  Shortly thrrchftcr 8 hthting wa3 

hnd at which evidence was received €tom 
appellant's wi tt\emes, rppcllec'b rt n f f  and 
lhc public. An order war, entered by the 
rcgdrtory h h r d  denying appcltrnt'r appli- 

[ Z ]  Far t e v e r t d ,  rppcllnnt taher m 
number of atlcgcd trrota. Appellant con- 
tends, Inter rlir, that t h e  b a r d  errorieoualy 
dirallowed management fees nb an expense 
for rcltc-mhking purposes In the mount  of 
$12,500 as chimed and reduced that h m  to 
$5,400 without rtlbslantid competent t v i -  
dence in the record to wsta in  the rcduc- 
t b n .  Wt agree that it  una error. In 
Wtgfwood Lake, lnc. v, Mctropditrn Dadr 
County Wrtcr find Sewer  Board, 203 So.2d 
363 (FIa&p,t%7), the court condemned 
iueh d i d o w a n c c r  where therc wa@ no 
competent evidence to ihow that the 
amount paid was txccbsive far the rcrvicer 
rendered, Appellant aptly pofnts out thbt 
the board had one of the rtc~pients 01 the 
management fctr in quertion under rubpoc~ 
na but failed to crlt  him BB a wftncdj re- 
garding Uie rervicei pcrfornicd hy him. 
Opinioiir of r c p l ~ t e t y  bortd steffi os to 
executive comptnsrtion rnd management 
feen unsupported by evidence cannot be 
rustaincd as the berlr for dirallowancc ol 
ruch txpcnscr. Wtrtwood Lake, Inc. v. 
Metropolitan Dndc County Water and 
Sewer nonrd, q t a ,  

[3) Appcllrnt rrlfio contends that it wan 
a depetture from the tssentid require- 
ments of law to disallow the expenati in- 
curred by i t  in connection, wlth thc rate 
htrrring. l'his claim appear8 to bc support- 
ed by the Wertwood h k t  chsc, mpti ,  and 
mtkoritici cited therein at pbgc 365, The 
board in the r a i t  nt brrr refused to allow 
this item of cxpetirc oti the ground that the 
herring has served no ptrcticr\ purpobc tor 
rate payers rincb no t R t t  incrwe war 
grrrntcd, White we rccogniEt the well set- 
tled tule that I rrgdrtory h n r d  is vefitcd 
with broad discretion coticerning the rllow~ 
ante of rete hearing expense, i t  i s  tquatly 
well rrttled that whcther I tote  incrcaie is 
granted i b  hbt the role criteria on which 
that dircretioti rertt.  Accordingly, we hold 

. I  
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that tht diswllowanct of thcsc expcnrcn and 
Ihc gro!inds rcticd ripon by the bmtd, with. 
out mote, constituted I departure from the 
ctscntial  rcqdrcmtntr of law, 

The most vital issue raised by rpptllant 
coirceriir the ratc basc upon which thc o b  
lowed tntt i s  fixed, Chapter 69-1166, 
l n w r  of I~lorido, 19G9, authorlrcr thc City 
of Jsckeonville to regulate private water 
and rcwrgc tystcms ond to fix rater thcrc- 
Cor. The htitutury criteria for firing the 
rate basc h found in Section 2 of Chapter 
69-1 166, which reads ec followr : 

“Rate Base. Hates of utility conipanicr 
rboll bc fixcd l o  iP6UrC that  ull rater or 
olhcr charger by utilities within the pur- 
view of t l i ir  act shall le fair, just, and 
compclimtory. fn  rctting rate&, thcrc 
shall be laclrrdcd contributions Oird rid to 
construction in the rate basc where rrich 
factor is neccssary to insure a fair ,  just, 
rcpsonahle, and compensatory rate of rc- 
tutti for thc utility.” 

By jtr Ordinance 7-30, thc City of 
Jecksonvillc imylcmcntcd Section 2 of thc 
cnatliarg itrtutc qriotcd above in nearly 
identical language, Section 4 of the Ordi- 
nance state8 : 

“Scttion 4-Dutiea rrnd Powerr bf Utili. 
ty RcgulPtoty Rorrd. 

(c )  To f i x  taten, connection chirps 
arid other charger of utllity companies, 
rnd i t1  K, doing to h u r t  thrrt all ta t t r  
or othcr c h ~ r g c r  shall be fair, just, rca- 
ronabk and compensatory. I n  retting 
ratcs, the Board chdl  include contribu- 
tiom in rid lo Cbnrtruclion in the rate 
basc where ruch factor i n  n tct~sary  to 
jnBurc P fair, just, rcoronuble and rom- 
pcinatory rntc of return to the owner of 
kuch water or ficwer rystcm 1’’ 

And finally the appcllcc board’& ow11 rule 
implcmctrting both the rtstutc arid ordi- 
nance a h v c  cited rends LS follow#: 

“Section 7, RdIc XjoJc, In determining 
the rate base upon which rcasoniblc 
ratcs are to Lc fixcd the Hoard h a l l  in. 
vcrtigate and dctcrmiric the actual lcgtti- 
inatc costs of the property of cach utili- 

ty, ec tu~ l ly  used and useful or hnvlng 
ptcccnt value for futi irc  uic In the g t r v -  
kc,  and rhdl t c  the money hoiiettly and 
prudcntly inverted by the utility cotnptiy 
in 8UCh properly used and u w f d  in s c t v d  

ing the prrtlic, I C C S  accrued depreciation, 
Said rate base rliall include contribution8 
hi r!d to construction, replacement costi,  
ctrginccr’a cvnluiition reports arid otlrcr 
data whcrc riieh factor is ncccssory to 
insure a fair, ) u t ,  rcanonath, and com- 
pcniatoty rate of return’ to the irtility 
company.” 
The appetlatrt’c complaint about the rate 

\)act i s  twofold, Firrt, it ir contended thst 
the board failed to follow ( l ie  coinmind of 
118 ow11 rate bast rule in Scction 7 by UP- 

ing an erroneous method to establish thc 
actrial Icgitimrte costs of the property of 
the apycltant utility, thereby rrriving at a 
propcity t a c t  wholly irisufficicnt to a c r v t  
as a proper basc upon which to fix reason- 
able rates. The uttcont rovcrtcd evidence 
before the board estalli~hed that appellant 
had acqritrcd the utility from fortncr 
owtier, Thc latter had failed to makc 
cvailrllc to itr iucccssor in ownership, opa 
pC1IaHt here, any original coat records. 
Accordingly, appellant’& n p p h t i o n  for L 
rate increase was not bared upon the f irU 
criteria LCL forth In Scctiori 7 of thc board 
ruler, thrt 18, upon the “&CUI\ fegitimatc 
tost, of the property A , I leas W- 
criicd dcpreciat~on”, Rather, the applica- 
tion of oppcllnnt wan bared 0t1 the critcrio 
embodied in thc oecond wntencc of Sfelion 
7, to wit:  “Said rate \rare shall include 
conlributionr in rid to tonstructiotl, re- 
plarcmcnt colts, engineers evaluation rc- 
ports mnd other dptr whtre ruch fnctot I8 
iicccrsary to insure I fair, just, tensonable, 
nnd compenratory rate of return to the 
utility company.” 

(41 Although its awn tule ttqttirtr thc 
b a r d  to base r o t a  on thc ” w t d  Icgiti- 
t l iatc costs of the property I a 1~ 
dcprtcia1ion”, the h a r d  cubstituted for 
that figure the acquisition cost to the 
present owner,  ~ppcf lmt  hcrcin. In othcr 
words, by its own gdmirsion, the b o d  
s\llrntit\tted ‘‘ncqulrition cost” for tlic crite. 
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rlr tctrl l ldwd by i t 6  own rule, ' 'actild IC- 
g l t lmak  COS!B ol the property , , , 
~ t u r l l y  u$cd and uficful, ctc." We find no 
nuthothy for B U C ~  rubJtltution of crltcrin. 

Apparently, the cppclkc bohrd ubcd h e  
qriisition tort rnthtr than the crltcrlr pro. 
vided in the rult  because the originat cort 
figurer were trnwdtablc. lIowevet, thc 
h w  icemi clear that where otigind cottL 
Lrr unrrvfillablt, they rhould be reconstruct- 
cd by rn cngintcr's c s t i m t e ,  I n  Southern 
States Utility, lnc, v, Duvnl County Board 
of County Ccm"ssioncrs, 82 PUR ,Id 452 
(1%9), the propcr couric to bc followcd 
where the original colt figurci arc not 
&vaihble was 8tcrtcd in the fdlowinf; mnn- 

"Jt was shown by thc tcstiniony that the 
original rccoutrting J K ~ O ~ B  Pnd rccordfi o f  

company ownitig the utilities prior to LC- 
qulqition by pctitioncr hcrcin) wcrc adc- 
quate to deiertnitrc the original coat of 
thc propertic8 , . It i s  wcl! cstnb 
lirlrcd tinder utility rate regulatory law 
that where accoutiting records hove been 
jnndequntc te determine the cost of thc 
utitit)'k asiets, the rate bast for thc CC)II\-  

pany can be trtnblishcd by an cngiticcr'a 
appraisal nnd efttimate of historical cost 
which ia  nccomplirhcd by cngincet'6 in- 
ventory of the physical property stid R 
pricing of the items at actual cttimated 
cost at the time of construction or Instal- 
lation. The hi~torical cott thus lourd, 
less deprceiatiori, provided I legally r e -  
ccptrrble valuation for utility property.'' 

Quotirrg from Garfield and Lovcjoy'r 
"Putlie Utility S?~onamic~'', thc Southern 
Stnter Utility case, ritpra, further rtatcd : 

. net: 

I the prcdeccssor company (the original 

I ,  L 

! 

"In thc prrst, the utility company', books 
rnd ttcarda were romttjmes inrdequntc 
to permit  a determination of hisloricrl 
cost. In such CIIJCS, thc histotied cast 
ot the existing plant wag cttlmnted hy 
making an invcntory of the phyiical 
property rnd pricing each of thc jtrms at 
the actual cost rt the time of coirstruc- 
tien or hstr l lr t i~n~ The historical m a t ,  

thun fowd, p lw 8n nllowhncc for the 
overhead charger incurred during con- 

' r;tructlon und ! t # B  drptcdfitbfi  worild 
provide evaluation of tlic tangible prop- 
c f ty, 

"Orig!t~al cost Is determined by rtudicr 
of awittihk boka  8nd tccords; i f  the 
orlginal cost of plan! Sailnot bc deter- 
mined, it may be crtiniatcd," 

Appellee b a r d ' s  deptvtutc from itr own 
rntc base detcrmltiitig crittrir cotrslituird 
departure from the ecctnt~at rcqllirementr 
of law. Motcovcr, It 1, undisputrd that 
the bohrd did not tcrkt into account the crL 
t r rh  npccified in the 6ccond sentcncc of 
Section 7 of Ita own riilcr In eatablihiirg 
it% rrte h w  for the appellant, That pm 
tion of Section 7 provider that the rate 
hRc aha!\ inchrdc C o n t r i h t h b  in r\d to 
con t t  r u c t  i on, r c pl ace nr e r i  t cost L, c tr  g i r r e e r'8 
cvnluation reports nnd other dihtr whcrc 
ruch factor is neccrsary to irirutc I frit, 
jmt,  tensmahle, and compenshtory trtc of 
trttrrn to the utitity company, Since the 
b a r d  failed to properly determine "nctunt 
legitinlate COW for rate base putpofei, i t  
followr thrrt thc rhtc of return estfiblishcd 
by i t  cnnnot bc mid to instire a f h i t ,  ju5t ,  
rcasotiatJe atid compctiralory r ~ t c  of re- 
trim to rppcltrnt. Con6ider0tion of all O f  
the criteria cnumcrhtcd in thc bnrd'm rstc 
bare is mandnkd by Section 7 where twc- 

c . 5 ~ ~  to insure h fair return, 

Apyellcc bmtd arguer thlrt it need not 
awtrteiti  "wtunl legitimate cost" to tstflb- 
lish the rate bast. It cites the 1951 c i t e  of 
jackronviilc Gag Corporation Y, k'loridr 
Railroad and ~ u b l k  Utilitic8 Cammh~on ,  
50 Son2d 887 (Fla,), for itr authority to ti- 
tddirh the rate bare on the "actual cost" 
or purchase price of the utility to nppct. 
Iant, Yet, to do SO flier in the fact of ita 
own rule requiring the ratc bnsc to be 
grrdicatcd on "actual legitimate cost", 
The board r h o  eoritcrids that Wtrtwobd 
Lake, lnc, Y,  hlctroplltrn Dade County 
Water nnd Sewer Board, supra, 16 ruthori- 
ty for cxcludine contrlbtithns In &id of 
COtMtrUCtiOtI from the tpte bare, While 

1 I 
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that WIS the holding in Wectwwd Lakc, 
thc h d c  Couiity ta le  ordinance thcrc bclng 
conridered [Chapter 32, Code o f  Metropotla 
t a n  Lbdc County] wprcrsly provide6 that 
ruch cont tibitted property h a l l  bc cxcliidcd 

anta t a r e d  on a dirtcttd verdict prevlaurly 
grairted but wltbhcld, and plrlti i ifft  eppeal- 
td. The Pistrict Court of Appeh1, IIcndty ,  
J., hcld that cvidcircc that 12-year-old rea 

from the rate l iosc and prohibits rny return 
oil any propcrty acquired I s  cotrtriltutions 
in rid of construction, D H ~ C  County v, 
Getreral Waterworks Corp., 267 S0,2d 633 
(Fla.1972), Hawever, the atatutt, ordi- 
tiancc and rule in quertiofi in \Iris procetd- 
iny ekprcrsly tcquirer contributions i n  aid 
to conrtructioii to be considered In ordcr to 
arrive at 4 fok,  just, rcaranrblc and coni- 

Thcrc fire other points on appcrl rrircd 
by rpytllant which nccd not now bc decid- 
ed in view of our decirion to reverse and 
tcttrarrd this cause to the lower court with 
dircctionr to remand the caucc to thc board 
with iiistructiom that said board carduck 
further prwctdings in rccordiiicc with this 
opinion, 

pIrAtOry r a t e  of return. . 1 I  

Rcvcrstd. 

CARROLL, DONALTI K,, and RAWLS, 
JJ., c o r w r ,  

M rvln MATHIS rt rl., Appdirntr ,  

V. 

Adotphur L, LAMBERT ot rl,, Appallrar. 
No, t 2 4 8 4 ,  

IXrtrkt Oourt ole Appoal of &‘lorldn, 
Thlrd nlstrlct. 
March Po, 1978. I .  

Action for injuricr rurtnhrcd by 12- 
yewold retarded boy when struck by de- 
fendants’ aiitoniobilc, The Circuit Court 
for Dade County, Shelty IIighsnlith, J,, 
entered final judgment i n  favor of  defend- 

t l l  to.tb-3IH 

!Ardcd boy was ctrirck by automobile PI he 
had @!mort finished ctorgitig ~ t r e e t ,  &nd 
that defciidatit motorirt Icstificd that he 
k ~ w  childrcn wcrc in area re turnhg  from 
rchoo! h i t  that he did not scc boy until Im- 
pact, prcscntcd quertiorr for jury LI to mo- 
t or ist’# ntgl ;pence, 

Rcverrcd with dircctionr. 

1. t r l r lWI88  

- Motions for dircctcd vcrdictr rhould 
be cautiously granted, 

14. Trlrl -139(1), 142 

A niotioii for directed verdict rhould 
be gratitcd only when cowt ,  after vrewing 
cvidence and tentiniony fir light tnort fuvor- 
able to w ” h g  party, concluder that 
jury could not reasonably differ 06 to exis- 
farce of a material fact or material inter- 
enct, nnd that movant i s  entitled to j u d p  
mcnt BS ninttcr of law,  

8. A p p d  and Error -027(7) 

On rpperl from judgment on directed 
verdict, rppcllrtc court conriderr faetr in 
light mort favorable to nanitioving patty, 

4. Automabllrr -245(a) 

Evidence that 12-ycar=ald retarded boy 
wan rtrutk by automobile IB he had almost 
finished crorting atrect, end that dcfcndatrt 
niotorht tertificd that he knew that chil- 
dren were i t \  area returning from achool 
but that he did not rcc the boy until h- 
pact, presented question for jury at  to mo- 
torirt’r negligence. 

# 

5. Apprd Errof @1(76(5) 

Where It W ~ I  determined en ~ppea l  
thrt tr ial  judge had erred in entering finnt 
judgiirtnt for delcndAnts lrscd on motioir 
for directed verdict previously granted but 
withlrtld, judgment WIS rcvcrccd with 
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