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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n re: J oi nt a pp lication for transfe r 
o f Certificate No . 201-S from GATEWAY 
UTILITY SERVICE, INC . to JACKSONV ILLE 
SUBURBAN UTILITIES CORPORATION and a 
limited proceeding t o adjust rates 
in Duval County. 

DOCKET NO . 881596-SU 

ORDER NO. 21220 

l SSUED: 5-11-89 

The following Co~nissioners participa t ed i n t he dispos it ion 
o f this matte r: 

THOI<\AS 1<1. BEARD 
BETTY EASLEY 

GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACT!ON 

ORDEK AUTHORIZING TRANSfER OF UTILITY 
AND ADJUSTMENT OF SEWER RATES 

BY THE CO~IMISS ION: 

NOTICE i s hereby given by the Flor ida Publi c Service 
Commiss i o n t hat the actions discussed herein, e xcept for the 
transfer , the interconnection , and the ame ndment and the 
cancellat i on o f the certiFicates , are pre liminary in natu re and 
will become fi na l unless a pe r son whose i nteres : s are 
s ubstantial ly affected fi l es a petition for formal proceeding 
pursuant to Rul e 25- 22 . 029, Florida Admini s trative Code. 

THE PARTIES 

Gatewa y Utility Service , Inc . ( Gateway), is a F l orida 
corpo r ation with offices l ocated in Jacksonville, Duval County, 
Florida. Gateway provides sewer utili t y service in Duval 
County pursuan t to Certif i cate No . 201-S. 

Jacksonville Suburban Utilities Corporati on (JSUC ), is a 
Flo rida corpo rati on with off ices l ocated in Jacksonvil le , DyvQl 
County, Flo r i da. J SUC is a wholly-owned s ubsidiary of General 
Wa terwor ks Corpora tio n and provides wa ter and sewer ut ility 
service i n Duval County pursuant to Certificates Nos . 236-W and 
179 - S . 

BACKGROUND 

On March 10, 1987 , the Ci ty of Jacksonville passed an 
ordinance entitled Envi ronmental Protection Boa rd (EPB) Rule 
No . 3 . The ordinance requires t hat a ll sewer utilities with 
capacities of l ess tha n one mi llion gallons per day, must 
connec t to a reg ional sewer utility by March 10 , 1992 . The 
o rdinance also i mposed stringent f ines against sewe r u tili t i es 
f o r their failure to comply with certain e nviro nmenta l rules 
and regulations dealing wi t h t he processing of eff lue nt. 

On August 26, 1987, Gateway was issue d a c i tat i on for its 
alleged violation of EPB Rule No. 3 and a fi ne of $490,000 was 
i mposed agai nst Gateway's owner, Mr. Parrish. 
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Subsequently, on June 8, 1988, Gateway a nd JSUC entered 
into a purchase and sale agreement, as well as an agreement 
whereby JSUC a :.sumed the responsibility for the operation of 
Gateway's sewage treatment plant. 

In a n attempt to dispose of t he outstanding citation and 
fine against Gateway, o n June 11, 1988, Gateway, JSUC , and the 
City of Jacksonville e ntered into a stipul ated agreement under 
which the parties agreed that Gateway's sewage t r eatment plant 
would discontinue operation and connect to JSUC's regional 
sewer system no later tha n June 30 , 1989. 

On December 27, 1988, Gateway and JSUC filed a joint 
applicatio n wi th this Commission seeking our approval to: 1) 
Transfer Gateway's sewer utility system, util i t y facilities, 
and the o ther purchased assets, including, but not limited to, 
Certificate No. 201-S, to JSUC in accordance with the terms and 
pro v1s1ons of a purchase a nd sale agreement between the two 
utilities; 2) Interconnect Gateway ' s sewer utility system wi tn 
the existing sewer utility system of JSUC and the i nclusion o f 
the cost of such interconnection, including the construction o f 
a sewage lift station, in JSUC's r atebase; and, 3) Use a 
limi ted proceeding to adjust rates in Duval Coun ty a nd approve 
t he application of JSUC ' s current sewer service rates, charges , 
classifications, rules and regulati o ns , and service 
availability policies to JSUC's existing customers, effective 
as of the closing date provided in the purchase and sa le 
agreement. 

TRANSFER OF GATEWAY'S SEWER SYSTEM AND FACILITIES 

As a preliminary matte r , we examined t he utilities ' jo i nt 
application for transfer and determined that it sati s fied t he 
requirements of Sect i on 367.071, Florida Statutes , and Rule 
25-30.040, Florida Administrative Code. In particular, we 
de termined that the utilities had prope r ly : l) Paid the 
transfer fee set by statute; 2) Filed proof with the Commission 
that all customers o f record who will be affected by the 
transfer were notified of the pending transfer; 3) Filed proof 
of no tice to all governmental/regulatory agencies, and 
utilities within a four-mile radius of the pending transfer; 4) 
Filed proof that a newspaper advertisement wa s run in a 
newspaper o f general circulation in the county informing the 
gene ral public o f the pending transfer; and fi nally , 5) 
Provided proof of ownership o f the real property on which the 
utility plant is l ocated. 

Our nex t step in process ing the above-discussed t ransfer 
application was to conduct a plant site inspection of Gateway's 
sewage treatment plant. This was done January 19, 1989. Our 
inspection determined that since JSUC assumed responsibility 

I 

I 

for the operation of Gateway's s ewage treatment p lant i n June, 
1988, several improvements to the facility had taken place. 
Specifica.lly, the gro unds were cleaned, fencing w'"s repaired, a I 
new chlorine building was built, and the air systems o n the 
stee l plant were reworked. At the time of our inspection , the 
plant was in generally good ope rating condition, producing a 
reasonably clear effluent. 
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We next t urned our attention to consideration of the viable 
options available to Gateway in deciding whether to appro ve t he 
t ransfer application of the utilities . In ou r opinion, t here 
are only four alternatives avail able to Ga teway in light of t he 
pending c itation and fine against Gateway, a nd the 
above- discussed stipu lation which is due to become effective no 
later tha n June 30, 1989. 

First, the possibili t y e x ists that Ga teway could connect to 
the City of Jacksonvi l le and become a bulk customer . This 
alternative would cosL the utility $300, 000 to $400,0~0 to hook 
up to a pumping station to direct the wastewater to an adequate 
treatment plant. Additio nally, the uti li ty wou ld ha ve to pay 
J SUC to run a line through JSUC ' s territo ry and would have to 
pay the city 's service availa bility c ha rges . The charges would 
be : 

Peak Month Average Daily Flow for Aug ust 1988 • 
City ' s Charge per Ga l lon 

$ 200,000 
X 1. 26 

$ 252,000 
$ 602.~ 

City ' s Ser vice Availability Charges 
Total Estimated Cost 
( $350 , 000 + $252,000 • $602, 000) 

Second, the City of Jacksonvi lle could possibly acquire 
Gateway ' s sewage t rea tment facilities. The City' s Public Works 
Department advises us that this alternative would n~ t be 
economically f eas ible for the City . 

Thi r d, Gateway could possibly become a bulk rate customer 
o f JSUC. This alternative would require tha t Gateway install a 
lift station and bui ld a force ma in to JSUC's system (Monterey 
Regional Faci li ty) at an es t imated cost of $150 ,000. 
Additionally, the util ity would have t o pay JSUC ' s service 
availabili t y charges which would be : 

Cumber land Fo rest Apartments 
Oaks Condominium 
Office Complex (3 un its) and 

Restaurant 
Subtotal 

Total Estimated Cost 
($150,000 - $94,810 • $244,810) 

$ 43 ,260 
11, 550 

40,000 
$ 94,810 
$214.810 

Fourth, and in our op inion the best alternative, wou ld be 
to allow Gateway to simp ly transfe r its s ys t em and fac ilities 
to JSUC as proposed by the utilities. This a l ternative would 
requir.e JSUC to install a lift station and build a force main 
to JSUC 's Monterey facility at a n estimated cost to JSUC o f 
$150,000. 

Based on the fore going, we find that the proposed transfer 
of Gateway Utility Se rvic e, Inc . to Jacksonville Suburban 
Utilities Co rporation to be in the public intere st, and thus is 
approved. 

AMENDMENT AND CANCELLATION OF SEWER CERTIFICATES 

The utilities' transfer app lication requested that 
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Gateway's sewer certificate No. 201-S in Duval Cou nty be 
transferred to JSUC . However , having approved the transfer of 
Gateway t o JSUC, we find that Gateway' s certificate No. 201-S 
shall be returned to this Commission for cancellatio n no later I 
than Hay 31, 1989. We further direct t hat JSUC's certificate 
No . 139-S is hereby amended to include the area previously 
serviced by Gateway as described in Attac hmen t A affixed hereto. 

RATE BASE 

JSUC, as the purchasing uti lity, reques t ed a zero ra te 
base at the time of transfer wi th no adjustment for 
acqu isition . Our staff recomme nded a ra te base o .f $10,400 to 
reflect the net book value of Gateway ' s land. Nevertheless, we 
fi nd that JSUC should be g r a nted t he z e ro rate base requested 
in its applica tio n. 

INTERCONNECT ION AND ASSOCIATED C~STS 

The utili ties' transfer application requested t hat we 
approve the interconnection of t he t wo utili t1es and permit 
JSUC to recove r the associated costs, including the cost o f 
constructing a sewage l ift s tation, as prudent capita l 
expenditures for inclusion in JSUC's rate base. We fi nd that 
the interconnection of the two utilities' sewer systems to be 
reasonable and is approved. However, we find that the recovery 
o f the costs associated with s uch interconnection should be 
considered during JSUC ' s next rate case proceeding. 

LIMITED RATE CASE PROCEEDING 

I n add ition to its request for the transfe r, JSUC 
requested authority to charge ex isting JSUC rates to Ga teway ' s 
customers through a limited rate case proceeding . Approva l of 
a request for app l ication of the buying utility's tariff to t he 
seller's customers would be inco nsistent with Ru l e 25- 9.044(1), 
Florida Administrative Code. Th is rule provides, in pertinent 
part: 

In case of change of ownership or contro l o f a 
utility which places the operation under a 
different o r new utility the company 
which will thereafter o perate the utility 
business must adopt and use the rates, 
classification and regulations of the former 
operating company . 

Section 367.081(1), Flo r ida Statutes, also provides t hat 
rates and charges shall be changed only by approva l of t he 
Commission. However, circumstances in t hi s docket are unique 
and require our spe.cial consideration. It is JSUC's intent to 
tie the Gateway sewer sys tem into its present Mo nterey Regiona l 
Facility, and Gateway's present sewer plant wil l be retired. 
Therefore, since the Gateway custome r s will be provided service 
fro m JSUC u nder a regional s ervice concept, the applicability 
o f rates is more akin to a territory amendment t han a norma l 
transfer. We f ind that the unifo rm application o f JSUC's rates 
t o its entire service area , o ld and new, will insure hat a ll 
JSUC's customers receive non-prefentia l treatment with respect 
to sewer rates. 
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Based o n t he f o regoing, we hereby approve t he request of 
Jac ksonv ille Subt: rban Utilities Commission fo r the appl ica tio n 
of its e x isting tariff to Gateway Util i t y Service , Inc .' s 
present customers . 

Based o n t he forego ing, it is , therefore , 

ORDERED by the Florida Public Se r vice Commission that the 
joint application for transfer o f Gateway Utility Service , Inc . 
to Jacksonville Suburban Utilities Co rporation i s appro ved a s 
shown in the body o f this Order. It is furt her 

ORDERED that Certifi cate No . 139 -S held by Jacksonville 
Suburba n Uti li ties Corporatio n in Duval Cou n ty is amended to 
ir.clude the Gateway Utility Service , I nc. ' s serv i c e area as 
shown on Attachment A hereto . It is further 

ORDERED that Certificate No . 201-S held by Ga teway Utility 
Service , I nc . s hall be returned to this Commission no l ater 
than Hay 31 , 1989 f o r cancella c:io n . I t is further 

ORDERED that the i n te r con nection of 
Service , Inc .' s sewage treatment s ystem 
Jacksonville Suburban Utility Co rporation is 
It is fu r the r 

Gateway Utility 
with that of 

hereby approved. 

ORDERED t hat t he costs associated with the i n terconnection 
of the two ut il i ties' systems sha ll be considereJ i n 
Jacksonville Suburban Utilities Corporation' s next rate case 
proceeding. It is further 

ORDERED that the remaining prov i sions o f th is Orde r a re 
prelimi nary in nature and will become final u n less a person 
whose interests are subs tantia.lly affected files a petition f o r 
a formal proceeding in the form p r o vided by Rule 25 - 22 .03 6 , 
Florida Administrative Code , with the Director, Division o f 
Re·cords and Reporting , 101 Eas Gaines Street , Tallahassee , 
Florida 32399- 0870 , by the cl ose o f business o n J une 1, 1989. 
It is f ur ther 

ORDERED that the rate base fo r Gateway Ut ili t y Service, 
Inc . at the time o f the transfe r shal l be zero. It is f ur t he r 

ORDERED that Jacksonville Suburban Utilities Corporation ' s 
e xi sting ta riff shall be a pplicable l o Gatewa y Utility Service, 
Inc .' s service te r rit;ory. It is further 

ORDERED that Jacksonville Suburban Utility Corporation ' s 
rates a nd charges sha ll become effective o n t he date that 
Gateway Utility Sys tem, Inc.'s customers are physically 
c o nnected to the JSUC's s ystem, and as otherwise s h own i:n the 
body of this Order . 

By ORDER of the Fl or i da Public Commi ssion 
this 11th day 0 f ____ MA:.=.:.Y=-----=---

Re porti ng 

( SEAL ) 

JRF 
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NOTICE OF FURTHER PROCEED INGS OR JUD IC IAL REVIEW 

The Florida Public Service Commiss i o n i s required by 
Sectio n 120.59(4), Florida Statutes , to no tify par ties o f any I 
admi ni s trative hearing o r judicia l r eview o f Comm i ssion orders 
tha t is available under Sectio n s 120.57 o r 120.68 , Flo rida 
Statutes , as well as the procedures and time li mi ts that 
app ly. This notice should no t be construed to mea n all 
requests for an administrati ve hearing o r judicial review will 
be granted o r result in the reli e f sought. 

The action proposed he r ein is preliminary in nature and 
will not become effective o r final, e xcept as provided by Rul e 
25 - 22 . 029 , Florida Administ rative Code. Any perso n whose 
substantial inte rests are affected by the action pro posed by 
this o r der may file a pet i tion fo r a forma l proceeding, as 
prov i ded by Rule 25-22.029(4), Florida Admi nistrative Code, in 
the form pro vided by Rule 25-22.036( 7) (a ) and (f), Flo rida 
Administrative Code. This petition must be rece ived by the 
Director , Division o f Records a nd Report ing at his of fice at 
101 East Gaines Street, Tallahassee, Florida 32399- 0870, by the 
close of business on June 1, 1989. In the abse nce of s uch a 
petition, this o rder shall become effective June· 2, 19 89 as 
provided by Rule 25-22.029(G), Florida Administrat ive Code, and 
as reflected in a subsequent order. 

Any objection or protest filed in this docket before the 
issuance date of this o rder is considered abando ned un .ess it I 
satisfies the foregoing c o nditio ns and is rene wed within the 
specified protest perio d . 

If this o rder becomes final and l!ffective o n June 2, 1989, 
any party adversely affected may request judicial rev1 ew by the 
Flo rida Supreme Court in the case of a n electric, gas or 
te lepho ne utility or by t he Firs t District Court of Appeal in 
the case of a water o r sewer ut ility by filing a noti ce of 
appeal with the Directo r, Divisio n of Records and Repor ti ng and 
filing a c o py of the notice of appea l and the filing fee with 
the a ppropriate court. Thi s filing must be completed with in 
t hirty (30) days o f the ef fect i ve date o f this order, pur s uant 
to Rule 9.110, Florida Rules o f Appellate Proc edure. The 
no tice of appeal must be in the form speci fied in Rule 
9 . 900(a), Flo rida Rul es o f Appel late Procedu re. 
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A TT ACHM(In "A" 

JACKSO~Vl LLE SUBURSAN UTlLlT I£S CORPORATION, DUVAL COUNTY 

Cumberland forest Apa r:ments. The OaKs Condlmlnlums ~ The OaK s Pl aza Offices 

!n Section 52, .~own i hlp 2 South, Range 27 East, In Duval County. Florida . 

A por:lon of Farm Lots S. 9, 21, 22. 23, 2~ . and 33. Known 
as Alderman Farms and r ecorded In Plat BooK S. page 99 of 
the current Public records of Duva l County. Florida. being 
more pa r ticularly described as follows: 

For j)Ql NT OF s:GlNN!NG, commence u the ln~er se ct lon of the 
Southerly prolongation of the Easte r ly right-of -way l i ne of 
iownsend 5oulevHd with the Soutnerl y rl9l"·t-of-.-ay l ine of 
State i<oad No . 10, sa id poi nt lyi ng and being In a curve, 
n ld cu rve being concave Souther ly and havln; a nclus of 
22S5.E3 fe~~ : thence We!terly ~l on; the Soc: herly 
d;h:-cf-~o· ay l ine of sa id S:aa i<oad No. 10 and alon; t:he 
arc cf said :u:-ve on a:-: dls a n:e of 316.75 fee:: said a:- : 
oeir.; s:.::::n:'e::l by a cno:-~ b:arlr.g of Nor tn &5 d~ ; :·Hs, 16 
r..\n:;:H. 25 n:oncs lo\H: an~ a chord :1 san:e cf 316. 'S 
fef: to : ~e oolnt of tan~en:v of said c~rve: :hence 
:on;:lnu~n; aion; sa id SOI.itheriy rl;ht-of-way line. ~outh C9 
tie;:-u s . ~~ rnln~:te s. H n:o:::is hH-.. ~.:::2 .16 fH: to t ne 
~ou:h~as:erly rlght-of- .. ay lin~ cf Alcer~an ~~~~ as now 
B:t~l ~sn~:; :r.:na ~ou:h : : c ~;re:s. 51 rnln!.!:H. :Z9 
: e:::::s r.f;: !. ion; Sl. l : S:>!:'::"l!aS:! r1y r ~c;r.:-o~-.-:ay 1\ n ~. 
:;o.:: ~H: ::> tht N:>rt~.:e~ : :r "•v :-lc~. r-of-,.·ay lin~ ~f 5c~~ 
~:i~t:', C~:.rn:y r.:iac h:. l 'i::: <as· no/ e s: c.oll s n~ ; for a 50 
foe: !'~;!"'t:-~f--·l.y>; t r,en'f Sou:n ;~ Ct;ret s. 06 :r. ~ nu:es, 16 
S£::i~.:s ~a>: c. io~.; : r.: Nor::~u~: er '1 y r~sr.:-of->'ty i:~.: cf 
Hie 5!r: ~:.ad , 1095.0 fu:. rnore or ie ss •o : he 
!.:;::-cx\;;,c.:t :~ :-: :erl \n~. or :- un , cf 1'.\ 11 Cr:ck ; ::~e~:~ In c. 
t\odh:u::rlv clrec::or: aior::: : h: CH.:<rl\ne of s:, •,: 1'.~11 
Creek. 25i:.o fu-.. rno:-e or ien. •o a ;>ol:-:-. ;;;-.'.: h :·H:-s a 
South £ ~e;reH , 52 mlnures . 50 H:on:'s Wes:. ;:,.o fH: , 
li::>r: c r iess. 'from : n! :-:\r.t c7 :·: ; \nn\r.;: ~ :-. :r.:€ :,::,:· ::-; !. 

C!;re: s . :2 minutes, :o S!co:;:: ~c. : :. i~~j . V 'f:=:. ~.::-: c :-
1ess. :o : ne ?O!NT OF 5E~!NK!NG. 
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