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BEFORE THE FLORIDA PUBLIC SERVICE COMMI SSION 

In re: Appl i cation of SOUTH SEAS 
UTILITY COMPANY for rate 1ncrease 
i n Lee County, Flor ida . 

OOCKlT NO. 8d 1518-SU 
ORDER flO . 21099 
ISSUED: 4- 24-89 

The f o llowing Commissioners participated in the d i s position 
of t hi s matte r: 

MI CHAEL McK. WI LSON, CHAIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

ORDER SUSPENDING GENERAL RATE INCREASE, 
DENY I NG REQUEST FOR I NTERIM RATES, AND 

GRANTING INTERIM SERVICE AVAILABILITY CHARGES 

BY THE CO~~ISSION: 

BACKGROUND 

On februa ry 21, 1989 . South Sea:. Utility Company (South 
Seas or u tility) filed an app licatio n for increased rates for 
its sewe r system in Lee County, Florida, pursuant to Sections 
367.08l( Z), .081(3), a nd .082, Florida Statutes. The 
application. as filed, met the minimum filing requirements and 
the o ff i cial filing date was establishe d as fe bruary 21, 1989. 

The test year for thi s docket is t he proje=ted twelve month 
period ending March 31, 1990. The u t ility has requested final 
revenues which produce an increase over historica l test year 
revenues of $183, 05 1 or an increase of 61.6\. The utility 
requested authority to collect its proposed permanent rates o n 
an interim basis. 

The utility's rates were 
800075- SU, culminating in t he 
January 8, 1981. 

last c ons i dered in Docket No. 
i ssuance of Order No. 9744 on 

The uti 1 i ty contends tha t the rates establ i shed by Order 
No . 9744 result in an o perating loss of $11, l75 for the 
projected test year. In large measure, lhe reported inadequacy 
o f e x is t ing rates wil l result f rom expansion o ( t he u tility' s 
wastewater treatment plant to a capacity of 450,000 gallons per 
day (GPO) from 300,000 GPO and from improvements to the quality 
o f effluent t o meet Department of Environmenta l Regul at i o n 
(DER) requirements applicable to spray irrigatio n. The utility 
intends to dispose of effluent by spray irrigatio n onto a go lf 
course near the service area. 

SUSPENSION Of PROPOSED RATES 

Section 367.081(6), fl o rida Statutes, provides that the 
rate schedules proposed by the utility s hall become e f fective 
within s ixty days after filing un less the Commission issues an 
o rder withholding consent to t he operatio n of the pro posed 
rates req uested. Further, the above referenced sta tute permits 
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the proposed rates to go into effect, under bo nd, eight months 
a fter filing unless final action has been taken by the 
Co mm i ss i on. 

We have cons i dered t he pro po sed ra t es , the a mount o f the 
additional revenues s o ugh t there under a nd t he suppo rting data 
wh i ch has been submi t ted. we fi nd i t r easonable and necessary 
t o r equire furthe r amplification, explanatio n and 
cross-examinatio n o f the data fi l ed by the utility, as well as 
addi t ional data, and t o s che dule public hearings, if neces.sary, 
f o r the se purposes. 

Upo n consideratio n, we f i nd that the proposed permanent 
rate schedule s should be s us pended. 

DENIAL OF INTERIM RATES 

While the utility requested approval of an interim rate 
increase, a separate calcula t i o n showi ng that the pru posed 
f i na l rates would also be appropriate on a n interim basis was 
not presented. Review of the utility' s application indicates 
that most, if not all. of the requested permanent rate increase 
relates t o expansio n of the wastewater treatment plant and 
related plant i mprovements, at a projected total expe ndi t ure o f 
$1.097,300, additional funding to finance t hat expenditure, and 
inc reased expenses resulting from this new construction and 
f i nanc i ng . These increas ed operating costs will, acco rding to 
the utility's applicati o n, be e ncountered during t he pro jected 
test year end ing March 3 1, 1990. 

In acco rdance with Sec t i on 3 67.082, lorida Statutes. the 
int erim revenue deficiency must be c omputed by comparing the 
utility's achieved rate o f return with its required rate of 
ret urn f o r the mo~t recent 12-mo nth peri od . Our review of the 
inter im revenue requirement is based upon reported investments, 
revenues , and operating expenses for the historical or base 
year ended September 30, 1988. The utility's application does 
not disclo se evidence o f a reve nue deficiency for that recent 
12-month period. 

The u t i l ity repor ted receipt of operating income of $48,898 
for the base year ended September 30, 1988, which amount would 
be inc r eased to $49,955 if a billing adjustment pro posed by the 
c ompany is considered . The utility ' s pet i tio n did not include 
a calculatio n of the average rate base amount for t he year 
ended September 30, 1988. There are, however, supporting 
schedules for plant and other rate base components, and using 
th is info rmation, we have computed an average inveGtment of 
$213,497, assuming inclusion of a $270,000 advance for 
construction, or $483,497 if that advance is considered as an 
o ff s et t o future constructio n. Although this advance was 
received in 1986. the company anticipates retent i o n of this 
mo ne y t o partially defray waste water plant expansion costs. 
Di v i ding the adjusted inco me ($49,955) by the lesser investment 
($2 13,497) yields a 23 . 4\ achieved rate of return. 
Alternat ively, a 10.3\ achieved return resu l ts when t he 
$270,000 advance offse ts projecte d constructio n costs. 

ln 1988 , the utility's inves t ment in pl a nt facilities was 
s uppo r ted e n t irely by debt. Re ferring to the ulility's 1987 
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Annual Repo rt to th i s Commi ss i o n, the int~res t- rilte applicable 
t o this debt wa s 3\ a bove the 1 nteres t rate 1 o r U. 5 . Treasury 
Bills. Fo r the purpose of me asuri ng t h~ u tility's "required 
rate of return", using a 3-month Treasury Bi II as a base and 
ad d ing 3% . the year - end return requirement would be 10.23\ . 
Thus. the ut i lity' s ach:e~ed return e xceAded i ts r equired 
return f o r hP b ,l'i\' ·;••u •'th !t •d '' •'P l••mb•·• 10. 1 •11111 . l>••t tl a u .1 nd 
a lter 1nclus : o n Ol .1 S.:! /0 , 000 adv ance . Upon considerat i on, we 
find i t appro pria te to deny the utility's request f o r an 
inte r i m ra t e increase . 

Pursuant t o Scct 1o n 367 .082 , F'lo ri da SLJtutes , the 
Co.nmissi o n. o n ils own mo 10 11 , may pe r mil cont: nucd co llection 
o f l:!x isti ng tates. sui.J)c<: to partia l r efund, if a need Cor an 
1nlerim rate dec t ca se i s 111tl1 c ated. We tlo not be l i.:-ve this 
addit i o nal tn te run rate protection i s necdeJ in Lhis c as e. 
Acco r d ing to the utility , the e xpansi o n of the wastewater plant 
s hould be c ompleted by March o f 1989. Thus . the r ate base 
pri o r to implementation of pe r manent rates wi 11 be muc h 
greater . wh ich would c.Ju!:e a co rres po ndi ngly greate r revenue 
tequ:rement. and thu s t he likelihood of a subsequent refund of 
e x : sting rates appears virtua lly no ne xi stent. The refo r e , an 
111 e : 1m rae decrease 1s no l requi t ed and the utility may 
cont inue to c ha r ge i ts ptcsentl y autho rized ra tes du ring the 
pendency o r this p t ocecding . 

APPROVAL OF I NTEI~ I M S ~;JlV I CE 
--,w:\ILABI L l TYC!it~RG~ 

rn i ts applicati on. the uLil ity reques ted the approval of 
a S l . ~OO serv:.ce availab i llty c ha r ge . Cu r r ent ly , the utility 
has nc se rvi ce availability cha tc:;e authorized. 

As previ ous ly s ta ~d . lhe ut i lily i s increas ing the 
capacit y of the ·.o~astewater s y stem Cr om 300 ,000 to .:-st.,OOO GPO . 
T he e x pans1 o n wa s underta ken i n o rder to provide capacity f o r 
cus t omer g r o wt h and increa sed fl ows. We be lieve t ha t 
collection o f an I n te r im service availabilit y c ha rge is 
app r op r ia,te fo r custo mc:- connecti o n s occurinq prio r to ou r 
determi nation of permanent se r vice avabi 1 i t y c harges Cor t his 
ut ility . Othen<~ise. the uti l ily' s ability t o recover some o f 
the plan t e x pa nsi o n costs from new cus t omer connecti o n s would 
be impai red if t he interim charge were not au t ho rized. We have 
reviewed the utility' s calculatio n o f t he prc> posed ..:harge and 
find it to be reasonab l e fo r i nte r rm purposes. Accordinql y, we 
wil l autho r rze t he co llection o ( a $1, 500 se r vice clVailability 
cha tge . as an 1:1 er im charge , subjecL to refund, p~nd ing our 
fina l deter ·1na t 1on. 

This. intetim service ava i lab i I ity c h arge wi II become 
eLfective upo n the utility ' s compli.1nc c wi t h the no tice 
pro v1s1 ons o i Rul~ .:!">-30 . fJS . Fl o ri d.l Admi ni st rat i ve Co de and 
Staff ' s app r o val ot th~ LJ t t lt sheets . The u ti l ity s ha ll also 
Ci lc a corpo rate u nde r akt !HJ as secut ity to guaran tee a refund 
1n the event that the final service availability charge i s 
lowe r than the lntertm c~:arc;e . Pursuant to Rule 25-30.360(b), 
Florida Admini strative Co de . the utility shall prov ide a 
r epo r t by the 20th o f eac h mon th indicating t he monthly and 
t o tal accumulated amo un s o f se rvice availability c harges 
co llecte~ during the per! o d un t il the f inal c harge is 
determined. 
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Based on the f o regoing, it is, therefore, 

ORDERED by the Florida Pub l i c Service Commission that t he 
proposed permanent rate schedules filed by So uth Seas Utility I 
Company arc hereby s u s pended. r t is further 

ORDERED that South Seas Utilily Company's request for 
interim rates is denied. It is further 

ORDERED that a $1. 500 interim service availability charge 
is appro ved. It is further 

ORDERED that the inte rim service availability charge shall 
be effective upon the utility's c ompli a nce wi th the notice 
requirements of Rule 25-30.565, Flo rida Administrative Code fo r 
connectio ns made o n or after the stamped a ppro val date on t he 
tariff sheets. The tariff sheets shall be approved upon 
Staff's verification that they are consistent with o ur dec i sion 
herein. It is further 

ORDERED that the utility s hall pro vide a report by the 
20th of each month as discussed i n the body o f this Or der . 

By ORDER o f the Flo rida Public Ser·tice Commission, 
this 24th day of _...:.AP:...:;R:.:IL=-------• 1989 

TRI;::J!#_ I 
( S E A L ) 

NSD 

Di vis i o n of Reco rds and Report ing 

. . 

NOTICE OF FURTHER PROCEEDI NGS OR JUDICIAL REVIEW 

The Flo rida Public Service Commission is required by 
Sect i o n 120.59 (4), Flo tida SLatutes, to not ify parties or: any 
administrative hearing o r judicial rev i ew o f Commissio n o rders 
that is available under Sectio ns 120. 57 or 120. 68, Florida 
Statutes, as well as the procedures and time l i mits that 
app ly . This no t ice should not be construed t o mean all 
reques ts for an administrative hearing o r Judicial rev i ew will 
be granted o r result i n the relief sought. 

Any party adve rsely affec ted by thi s o rder. which is 
preliminary, pro cedura l o r i nt e rmediate i n nature , may 
request: 1) reconsideratio n within 10 days pu rsuant to Rule 
25- 22.038(2), Florida Admi nistrative Code, if iss ued by a 
Prehearing Officer; 2) reconsideration wi t hin 15 days pur suant 
to Ru l e 25 - 22.060, Flo r ida Administrative Code, if issued by 
the Commission ; or 3) judicial review by the Florida Supreme 
Court, in the case of an e lectric . gas or telephone utility, or 
the First District Co ur t of Appe al. in the case of a water or 
sewer ut ility. A motion f o r reconsiderati o n shall be filed 
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with the Director, Division of Records and Reporting, in the 
form prescribed by Rule 25-22 . 060, Florija Administrative 
Co de. Judicial r eview of a preliminary, pro c edura l or 
intermediate ruling or order is a vail ab l e i f revie1~ of the 
final actio n will not pro vide an adequate remedy. Such review 
may be requested from the appropriate c ourt, as described 
abo ve, pursuant to Rule 9.100 , florida Rules o ( Appellate 
Pro cedure . 
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