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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for a rate 
increase in Lee County by 

DOCKET NO . 900718- WU 
ORDER NO. 24735 

Gulf Utility Company ISSUED: 7-1-91 

The following Commissioners participated in the disposition of 
this matter: 

THOMAS H. BEARD, Chairman 
J . TERRY DEASON 

BETTY EASLEY 
GERALD L. GUNTER 

MICHAEL HcK . WILSON 

NOTICE Of PROPOSED AGENCY ACTION 
ORDER GRANTING INCREASED BATES 

BY THE COMMISSION : 

NOTICE IS HEREBY GIVEN by the florida Public Service 
Commission that the actions discussed herein are preliminary in 
nature, and will become fi nal unless a perso n whose intcres~s are 
substantially affected files a petition for a formal proceeding 
pursuant to Rule 25- 22 .029 , florida Administrative Code. 

BACKGROUND 

On November 29, 1990, Gulf Utility Company (Gulf or utility), 
a Class A utility serving approximately 4,836 water customers , 
filed an application to increase its water rates in Lee County . 
That date was established as the official date of filing. Gulf did 
not request an interim increase in water rates or a ny increase i n 
its wastewater rates . In accordance with Section 367 . 081(18), 
Florida Statutes, Gulf has requested that t h is case be processed a s 
a proposed agency action (PAA) . 

Gulf is requesting i ncreased annual water revenues of $361 , 7 72 
for total annual water revenues of $1,832 ,114, using a projected 
t es t year ending December 31 , 1991. This represents a 24.6 percent 
increase and would result in a 10.24 percent rate of return 
according to the utility's application . On January 24 , 1991, the 
Commission issued Order No. 24021, suspending the utility' s 
proposed water r a tes. 
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QUALITY OF SERVICE 

Our analysis of the overall quality of service provided by 

Gulf is based upon our evaluation of the utility's compliance with 
the rules of the Department of Environmental Regulation (DER) and 
other regulatory agencies, the quality of the utility' s water 

product, the operational condition of the utility ' s plant, and 
customer satisfaction . A customer meeting wa~ held on March 19, 

1991 at the Estero High School auditorium in Estero , Florida. 

Approximately 24 people attended and 10 customers provided 
testimony about quality of service and other matters. Their 
concerns are addressed below. 

I 

The latest c hemical analyses or the primary drink i ng water 

s tandards for inorganics, organics, turbidity and secondary 
contaminants from the utility ' s finished water were provided in the 
minimum filing requirements (MFR!>) . None of them exceed DER 
standards. The coliform bacteria analyses for the primary 

microbiological standard were conducted by the Department of Health I 
and Rehabilitative Services (HRS). We did not find any violations 
on file at HRS ' s Lee County office or any on-going consent order~ . 

A field investigation was conducted on February 7 , 1991, whic h 

included two water plants, the lift sta ions, and the service area. 

The two water plants are the San Carlos lime softening water 
treatment plant, which has a capacity of 2.415 million gallons per 

day (MGD) , and the Corkscrew membrane softening (ultrafiltration ) 
water treatment plant which has a capacity of o. 5 MGD . The 
Corkscrew water plant recovers 80 percent of groundwater by using 

the membrane softening technique. Although this is a water rate 
case, the wastewater plants were also visited. Arso checked were 

the residual pressure and the residual c h lorine concentration at 
one hydrant in the distribu ion system. Both test results were 
within required standards. 

According to t he monthly operation reports and the inspection, 

the operation of the lime softeni ng treatment plant was 
satisfactory and the plant was well maintained, with no abnormal 
conditions being observed. When e valuat ing the plant, we saw an 

old 15 , 000 gallon hydropneumatic tank and a very old 15 horse power 
high service pump that could be retired. The hydropneumatic tank 
was not pressurized a nd is only used as a spare storage t~nk. 

The Corkscrew membrane softening water treatment plant was I 
still under final testing and the formal completion report should 
be done in the near future. Since it is not officially in serv ice, 
no monthly operation reports were available. However, the whole 
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treatment facility and apparatus were neat, orderly, and well 
maintained . According to the utility's policy, an operator is 
located at the plant 24 hours a day, 7 days a week. 

Upon our review, it appears that the utility is making an 
earnest e fort to achieve a good quality of water as evidenced by 
the treatment processes at its plants. 

Currently, HRS does not have any customer compla1nts on file 
regarding the utility. However, six complaints were filed with the 
Commission between 1989 and 1990. Half of the complaints were 
related to billing. The other three were slow repair of water main 
breaks, black water , or sewage backup. The utility has already 
resolved these problems by providing a detailed explanation, 
chemical analysis results, and compensation to the customers when 
damage occurred due to back-ups . 

As previously stated, a customer meeting was held on February 
19, 1991, and ten customers spoke about specific problems dealing 
with the utility. White sediments and smell caused by the high 
hardness content (247 mg/1 as CaCO~) were complained of by five o f 
the cus t omers. Those soluble sed1ments made some customers stop 
using tap water as their drinking water source . Unfortunately, 
there is no criterion for maximum hardness in public water s upplies 
set forth by the state or federal government. Normally, hardness 
of more than 300-500 mg/1 as caco3 would be considered excessive 
for a public water supply. However, the lime softening treatment 
facility is operating within its design paramete r s and provides 
water meeting DFR standards . 

One customer specifically stated that the utirity exceeds the 
federal standards of sodium and corrosivity and the finished water 
contains trih lomethane. We checked the latest chemical analyses 
of the utility conducted by a certified laboratory, and reviewed 
DER rules and the federal standards. The finished water does 
contain some trihalomethane. The r esults of total trihalom~thane 
were found in the range between 0 . 063 and 0 . 094 mg/1, which is 
within the limit of 0.1 mgfl. Sodium is not promulgated in the 
primary and secondary standards of the United States Environmental 
Protection Agency (EPA), however, the state does have a standard of 
160 mgfl . The sodium analysis of finished water was 17 . 3 mg/1, 
which is within the limit of the state standard. The La ngelier 
Index analysis of fi n1shed water is +0.04 (scale forming), which is 
also in compliance with the corrosivity standard of both fede ral 
a nd state requirements. We believes the utility is meeting the 
s tandards set forth by the DER for drinking water . 

3 1 9., 
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When the utility needed more capacity, instead of enlarging 
its lime softening treatment facility, it chose to construct a 
membrane softening plant. A membrane softening plant provides 
finished water with lower hardness . Conventional treatment 
systems , like lime softening , may not remove enough organic 
materials to meet existing or proposed regulations. The EPA is 
currently planning to implement maximum allowabl e contaminant 
levels for disinfectants and contaminants under the Disinfection­
Disinfection By-product Strawman rule. Membrane tre~tment 

decreases the formation of disinfection by-products since it 
removes a high level of organics from the water . For example, 
membrane plants virtually elim1nate the potential for 
trihalomethane formation. 

I 

Due to the depletion of pure water in the southwest coastal 
underground of Florida , the utility has to use a poor quality 
source water to meet its service demands. Therefore, the ability 
to treat the total dissolved solids becomes an important factor in 
the design of the water plant . Dissolved minerals, gases, and I 
organic constituents may produce a n aesthetically displeasing 
color, t aste , or odor. Some chemicals may be toxic, and some 
dissolved organic constituents are carcinogenic . An advantage of 
membrane treatment is its h i gh remova l of total dissolved s olids 
from the raw water. 

Membrane softening adopted at the Corkscrew water plant is a 
typical alternative to conventional lime softening plants. 
Membrane softening will reduce hardness, organics , bacteria , and 
viruses. Many of the customer complaints about white cclor 
sediments are caused by the high conte nt of hardness in the 
finished water from the lime softening t r eatment Plant. This c an 
be improved by using the membrane softening process . 

The second major concern at the meeting was the high c ost of 
water comparing to the northern states . Several customers als o 
stated that the service and response of the utility was 
satisfactory. On the other hand, the laxity in public information 
by the utility was also mentioned by several customers . These 
customers also expressed some concern about the fair share between 
old and new customer s, t he company ' s loan rate , rate filing 
procedures , the fair return requested by the utility, and the lack 
of a return envelope being sent with the monthly bill. 

As to the concerns expressed that no retur•1 envelope i s I 
included with the monthly bill, we will not place this requirement 
on the utility. Doing so would require additional expense in the 
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form of equipment to do the mailing or personnel to stuff 
envelopes . 

Upon c onsideration of the i n formation presented above, we find 
that the quality of service provided by Gulf in treating and 
distributing water is satisfactory. 

TEST YEAR 

Gulf's request to use a h istorical base year of December 31, 
1989, with a projected test year of December 31 , 1991, was approved 
by the Chairman in the test year approval letter. Due to the 
timing of the utility • s f iscal year-end and the closing of the 
books occurring prior to the field audit, the actual 1990 financial 
information was available for review. We have compared the actual 
information in the utility ' s audited financial statements for the 
year ended December 31, 1990 , and the trial balances ended December 
31, 1989 a nd 1990, to the MFRs . Based upon the analysis of this 
information, we believe that t he December 31 , 1989 , historical base 
year information is stale and therefore inappropriate . The 
December 31 , 1990, actual information would provide a more accurate 
picture of what is to be projected in the December 31, 1991, test 
year. Therefore , we will utilize a historical base year of 
December 31 , 1990 . As will be discus~e subsequently, we have made 
adjustments to reflect this change . 

RATE BASE 

Our calculation of the appropriate wat er rate base is attached 
to this Order as Schedule No. 1-A . our adjustments are attached as 
Schedule No. 1-B. Those adjustments which are selr-explanatory or 
essentially mechanical in nature are set forth in those schedules 
without any further discussion in the body of this Order. The 
major adjustments are discussed below. 

Plant-in-Service 

Upon review of the MFRs, we find that there are several 
adjustments needed in order to reflect a projected average plant­
in-service balance . The first adjustment is necessary because the 
utility included land costs i n the plant account as shown on the 
rate base stoteme~t . This is a misclassified charge that requires 
a reduction to plant and an equal increase to the land account for 
$105,317. 

The second adjustment is required because the utility 
projected its plant balances from a base year of December 31, 1989 , 
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to a projected test year of December 31 , 1991. Because of the 
change in the test year, we must use actual plant balances for 
December 31 , 1990, and project ed the test year December 31, 1991 . 
By using the actual as opposed to a projected December 31, 1990, 
plant balance, a reduct ion of $213,704 t o the plant account i s 
needed to reflec t the actual plant balance at December 31, 1990 . 

Tho third adjustment is required because the utility allocates 
its admin istrative and general expenses, as well as dep~ eciation 

expense of general plant, between water and wastewater based on 
relative customers . However, he general plant and related 
accumulated depreciation accounts are allocated equally between 
water and wastewater. The utility ' s ratio of water to wastewater 
customers is 77 to 23. This treatment is inconsistent with the 
allocation used for general expenses , and with the tre atment 
afforded in the utility's last rate case, Docket No . 880308 - SU , 
were the allocations were ba ced on the number of c ustome r s . An 
allocation based on customers also appears more reasonable than a 

I 

50/50 method . Therefore, general plant must be increas ed by I 
$318,020 to reflect this allocation methodology . 

The fourth adjustment is required because the utility used a 
13-month average to calcu lat e rate base. To reflect the MFR rule , 
we have adjusted rate base to reflect a beginn ing and end o f year 
average . Wo used actual December 31, 1990 , balan~es and a dded the 
additions that the utility projected for 1991 to de termine the 
December 31 , 1991, balances. A beginni ng and end of yea r a vera g e 
was calculated and the differ e nce between the average balance a nd 
the 13-month average the ut i l i ty provided requ i res a n inc r ease o f 
$30,514 to the plan t account. 

The net effect of these 
increase to plant o f $29,513. 
i ncrease acc umulated depreciation 
depreciation expense i n tho amount 

four a d j ustments results i n an 
Correspondi ng adjus t ments t o 
in the amount of $15, 695 and 
of $3,617 must also be mad e . 

Trans porta t ion 

The utility reports that the president of the utility has been 
provided with a vehicle for seve r al years a nd that the vehic le is 
used primarily for utility business. On October 1, 1990, the 
utility purchased a new vehicle for the president at a purchase 
price of $38 , 700 . In the s ubseque nt month, the president repa i d 
$10,000 for the personal use of the vehicle, leav1ng a value o n the I 
utility books of $28 , 700. 
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The previous vehicle provided for the president ' s use was a 
1987 Ford station wagon . The station wagon was on the books at a 
cost of $15,976 . This vehicle was in Jacksonville, not Ft. Myers 

at the time of the auditor's plant tour. According to the uti l ity, 
the vehicle was in the possession of a shareholder for the purpose 
of a proposed sale . The vehicle was subsequently sold aro und Marc h 

1991 to this shareholder . 

Since, tho station wagon is no longer a utility a sset, its 

c ost s hould be removed from the books as a retirement. Fa i l ure t o 
properly retire the vehicle causes plant-in-service, accumulated 
depreciation, and depreciation expense to be overstated. Further, 
the utility failed to comply with the Uniform System o f Acc ounts , 

Accounting Instruction 27, which requires the book cos t o f any 

property retired to be removed from the utility book s with a 
corresponding adjustment to the accumulated depreciatio n account. 

The new replacement vehicle will serve the same purpose s as 

the old vehicle, but at a cost of $28,700. We believe t ha t a 

luxury car is not a reasonable or prudent purcha se. A mor e 
comparable car c ould have been purchased at a cos t of $ 17 , 766 . 

This cost was c alculated by taking the original purc hase p r 1ce of 

the station wagon in 1987 and escalating the value t o 1990 by the 
GNP Pric e Deflator . Based on the bove, we find i t appro pr i a t e t o 
reduce transportation equipment by $20,721, allocate d t o the wa t e r 
system at 77 percent . Corresponding adjustments mus t also be ~ade 

to accumulated deprecia tion a nd depreciation expe nse o f $J , 6 48 and 
$3,452 respectively. 

Margin Reserve and Imputation of Contr ibutions - I n-Aid-of-
construction CCIACl 

Margin reserve represents capacity that the utility must have 
available beyond that which is demanded by the t est year' s 

customers. The purpose of the margin reserve is t o e na b le the 

utility to connect new customers , without pla nt expans i o n, d uring 
the next eighteen months, which is the normal construc tio n time 
for building new plant . Commission policy is to include ma r gin 
reserve in the used a nd useful calculation for both trea t ment 

plants and distribution and collection systems. We gene r al ly use 
an averag i ng method, based on the a verage growth in equ1va l en t 
residentia l connections (ERCs) over the past five ye ars . Howeve r, 

we belie ve a more accurate projection of the number o f future 
customers will occur if we utilize a different me thod, that o f the 
linear regression analysis. The linear regression me t hrd attempts 
to quantify the relationship between growth and t i me . Linear 
regression would more reliably reflect positive or negative tre nds 
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in growth than would simple averaging. By tracking this 
relationship for the five observations, a straight line can be 
established to reasonably predict growth by projecting out along 
the same path. The straight line established by linear regression 
analysj s minimizes the amount of dispersion of actual observations . 
Thus, the equation that describes t h e straight line allows us to 
enter a new year and predict the resulting growth. 

According to the supplemental information provided in th~ MFRs 
and in the engineering section of the annual reports, Gulf 
experienced an average nine percent growth, or about 434 ERCs per 
year, for water customers over the past five years. Thus, a margin 
reserve is appropriate for inclusion i n our used and useful 
analysis . The growth is provided in the revised Schedule F-9 of 

I 

the MFRs . Using linear regression analysis to predict the 1991 
customers results in 6 , 615 ERCs , which is about 8.2 percent or an 
increase of 465 ERCs. Thus, we believe that using the linear 
regression method gives a better prediction of the number of 
cust omers for this rate case. Therefore, the margin reserve is I 
based on the growth of 465 ERCs per year. 

Commission policy is that only the utility ' s investment in the 
margi n reserve should be recognized in rate base and the CIAC 
should be imputed for the additional ERCs. The imputation of CIAC 
should not, however, reduce rate base further than if no margin 
reserve had been allowed. Without this adjustment, the utility 
would be allowed to earn a return on plant that would be 
contributed by future customers. As its policy, Gulf col ects 
prepaid CIAC from developers in advance of when the future 
c ustomer s connect to the system. As such, this adjustment is not 
an imputation but a reclassification of prepai d to "used .1nd 
useful" CIAC. 

In calculating the appropriate amount of CIAC to impute , we 
used 465 ERCs times a year and a half included in the margin 
reserve , times the plant capacity charge of $800 per ERC. This 
results in a maximum imputation of $558 , 000. We then compared this 
amount to the amount of plant included in the margin reserve which 
was 9.13 percent of total treatment plant, or $3 31,353. We have, 
therefore, limited the imputation to that amount of plant included 
in the margin reserve . 

Accordingly, we find it appropriate to impute CIAC of 
$331 , 353, with corresponding adjustments of $14,414 t o accumulated I 
amortization of CIAC and $14,414 amortization expense. 
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Used and Useful 

a. water Treatment and pistribution System - Gulf currently has 
two (2) water plants : the Sao Carlos lime softening treatment plant 
with a capacity of 2.415 MGD and the Corkscrew membrane softening 
water treatment plant with a capacity of 0. 5 MGD. Both water 
plants have the same distribution system, but the 0.5 MGD 
ultrafiltration plant was not officially in service during the 
field inspection in February 1991. 

The utility's extension policy provides for the customer and 
developer to install all on-site facilities and contribute them to 
the utility . Since the distribution mains and services are 
contributed, there is no rate base consideration. Therefore, no 
used and useful analysis was necessary for the distribution system . 

We calculated the used and useful percentages for the water 
systems by adding the average of five maximum consumptio n days as 
peak flow, the required fire flow, and margin reserve, less any 
excessive unaccounted for water, and then dividing by the combined 
capacity of the two water plants . By this approach, the water 
plant is 100 percent used and useful. Thus, all the accounts 
associated with the Sao Carlos water plant are considered 100 
percent used and useful . By the same approach and based on the 
current capacity of 0 . 5 MGD, the Corkscrew membrane softening plant 
is also 100 percent used and useful. 

Nevertheless, the Corkscrew treatment facilities were designed 
and built for build-out capacity, so the plant can be expanded to 
3 . 0 MGD simply by adding more membrane trains and feed pumps. If 
a linear relationshi p is used, then only 17 percent of the 
treatment facilities are fully used for 0 . 5 MGD water production. 
However, the utility ' s design engineer consultant explained that 
all the accessary facilities, besides the membrane train and feed 
pump , are economically designed at tho minimum size. At the same 
time, those facilities can handle up to 3.0 MGD water flow 
capacity, but they are indeed the minimum engineering design as the 
consultant engineer pronounced. 

We believe that it is appropriate to consider economies of 
scale and make an adjustment to the treatment facilities . As 
discussed above, all of the equipment is minimum sized ~nd 

prudently designed. Therefore, no adjustment should be made to the 
treatment facilities of the membrane softening plant and the water 
plant should be considered 100 percent used a nd use ful. However, 
the utility does have some reserved space and some pipes with 
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oversized capacity for future customers, which are not considered 
used and useful . 

The main treatment process building is a metal structure of 
4,680 square feet on concrete foundations, trenches, and floors. 
There is a 1,990 square foot area in the main process building 
which is reserved for the purpose of future capacity expansion . 
The construction cost for that 1,990 square foot was about $79,919, 
and i t s hould be removed from the rate base. The piping in the 
water plant was also properly sized for J . O MGD built-out capacity. 
Ther efore , an adjustment should be made to pipes over 8-inchLs . 
Based on actual material costs, the construction cost difference 
was $2,405 and that amount should also be eliminated from the rate 
base. 

Upon c onoideration, we find that the Corkscrew water plant is 
100 percent used and useful on all accounts, except for a tota l 
adjustment of $82,324 for the reserved building space and oversized 
piping. 

b . Well- field - The now well field was develo ped in 1990 as the 
raw water source for Corkscrew ' s membrane softening plant. This 
well field is situated in the environmentally protected areas of 
Corkscrew Swamp and Estero Bay. Therefore, based on concerns for 
e nvironmental protection and economic effectiveness, the utility 
installed 11 shallow aquifer wells at one time, as well as laying 
the 18-inch raw water l ine . 

Upon review, we believe that the costs for legal, engineering, 
hydrology, envi ronmental , and restoration of the well site should 
be considered 100 percent used and useful, because -these items are 
essentially the same regardless of the number of wells constructed . 
The survey cost should be considered 90 pe r cent used a nd useful 
because i t c osts less for surveying only four wells. 

Presently , two wells are equipped with well pumps. One well 
is enough to meet the current production capacity of the Corkscrew 
water plant and the other is used as standby. DER requires two 
wells for a utility of this size. The other nine wells are 
reserved for future development . Upon consideration , we will allow 
four wells in order for the utility to meet the one- foot drawdown 
requirement of the South Florida Water Management District. 

I 

I 

Therefore, we find it appropriate to consider these four wells I 
to be 100 percent used and useful a nd the other seven wells to be 
non-used a nd useful. 
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c. Raw Water Line - For the current plant capacity, an 8-inch 

water line is adequate to deliver 0.5 MGD water flow. However, 
based on the concern for environmental protection, sound 

engineering design, and economic effectiveness, some larger sized 
pipes were put in the ground instead of 8-inch lines. According t o 

the design firm, t he oversized PVC pipes are 1a, 16, and 12 inches, 
respectively, at different sections . Furthermor~, using the se 

oversized water pipes, over 6 . 0 MGD raw water can be pumped through 

this raw water line . 

The evaluation of used and useful for this raw water line can 

be based o n a flow besis, comparing 0.5 MGD to 6 . 0 MGD. Th1s 
res ults in a used and useful percentage of loss than 10 percent. 

However, it also can be based o n the diameter size of the pipe per 

linear foot basis, comparing 8-inch to 1a, 16, and 12-inc h, 
respectively . This results in a used and useful percentage of 

about 45 percent to 67 percent. Upon consideration, we believe it 
appropriate to make an adjustment based on economics of s c ele. 
This recognizes the differences i n the cost of material , sinc e the 

labor cost for laying an 18- inch or 6-inch PVC pipe i s not 
materially different. We do not believe it appropriate to pe nali ze 
the utility for having the excess capacity . Also, using e conomies 
of scale is a practical method for this used and use ful ad j u s t ment . 

To be conservative and credit the good engineering determinatio n of 
the utility, we find the raw water line to be 70. 7 percent u sed a nd 

useful . 

d. Corkscrew Reuse Line As t he util ity explains in i t s 

application, the reject concentrate from the membra ne softening 
plant is piped to the golf course through a reuse line . Prio r t o 
reachi ng the golf course , the concentrate is mix~d with trea t ed 

effluent from the Three Oaks wastewat er treatment plant. 

As previously discussed , a 12-inch pipe was installed instead 
of an a-inch p ipe . If t he used and useful analysis were base d on 

pipe diameter, then the reuse line for the Corkscrew water pla n t 

would be about 67 percent used and useful. on the other hand, i t 
is 75 percent used and useful when an economy of scale approach i s 

used because it takes about three quarters of the cost of laying a 
12-inch pipe to lay an a-inch pipe . Therefore, the Corkscrew r e use 

line is found to be 75 percent used a nd useful. 

e. Corkscre w Booster Station - The booster station loc ated a t the 
south side of the service area has a one million gal lon concrete 

ground storage tank and two 750 GPM high service pumps. Currently, 
it is also used for the Corkscrew membrane softening plant The 
original purpose of this booster station was solely to s upple me nt 

, 
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pres~ure around that neighborhood. Now it is primarily used for 
ground s torage and the high service pumping station . 

Normally, a water util ity will provi de a storage of one day ' s 
plant capacity for peak demand or fire protec tion. Therefore, if 
t he f ocus is only on the new 0. 5 MGD Corkscrew water pla nt, it 
would have excess storage of a half million gallon capacity . 
However, if the focus is on the whol water system, which has a 
2 .915 MGD combined capacity, then there is only 2 . 647 million 
gallon storage available, i ncl uding all booster stations, grounu 
s torage, and clea r wells. For that reason , there is no excess 
s torage . Accordingly, we agree with t he uti lity that the booster 
s tation is 100 percent used and useful . 

Non-used and useful plant 

I n i ts MFRs , Gulf s howed a used and usefu l adjustment to p lant 
of $120,343 and accumulated depreciat ion of $2 , 004, for a ne t u sed 

I 

a nd usefu l a d just ment of $118,339. Based o n our previous used and I 
useful decisions, used and useful plant s hould be $379 , 672 , and 
accumulated depreciation s hould be $16,214, for a net of $363 , 4 58 . 
This results i n a net decreas e to used and useful plant and an 
i ncrease in non-used a nd useful plant of $24 5,119 . A corresponding 
reduction to depreciation e xpe nse i s also appropriate in the amoun t 
of $14, 210 . Property t a x e xpe nse associated with this plant should 
be decreased by $835. 

The utility did not reflect a n accurate land balance in the 
MFRs . Upon review of the util i ty's MFRs and general ledger, it was 
note d that land costs were rnisclassified and some costs were not 
included i n the MFRs. As previously disc ussed, $105,317 of land 
cost is misclassified in the p l ant account . The utility's audited 
books for December 31 , 1990, revealed that $15,266 i n land c os t s 
s hould be included the MFRs land balances . Therefore, we will 
i nc r ease the land a ccount by $15,266. 

Other Adjustments 

Because of the change i n the test year and the utility's use 
of a 13 month average instead of a beginning and year-e nd average 
as previous ly discussed, additional adjustments arc required. 
Accordingly, the following adjustments are appropriate: increase I 
CIAC by $120 , 303; decrease accumulated amortization by $10, 663 ; 
decrease advances for construction by $54, 333; incre ase 
amortization of CIAC by $9,112 . 
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Prepaid-connections and Refundable Advances 

The utility reports that it requires developers to prepay 100 

percent of the water and wastewater service availability charges 

for a project before the contributed systems are accepted . The 

prepaid connections are recorded in a subsidiary ledger by 

developer, development, and phase. As developer~ request meters, 

pay the appropriate charges and sign the "Water Users Agreements ," 

prepaid connections are reduced and CIAC is increased. The prepaid 

connections represent funds set aside for the construction of new 

plant that has not been constructed . Since there is no plant in 

existence to include in rate base relating to prepaid connections, 

we will not include prepaid connect1ons i n rate base . 

The utility's books contain an account entitled " Refundabl e 

Advances for Construction. " The utility explained that this 

account contains agreements with developers for the construction of 

oversized lines or lines which benefit future connections to the 

s ystem. These agreements may involve additional hydraul ic capacity 

above and beyond the requirements needed by the developer . These 

advances are no-interest loans from the developers and arc repaid 

to the developers according to the terms of the agreement, based on 

the futuro connections. Because the refundable advances are 

referring to plant and connections that are in existence and will 

ultimately be 100 percent contributed, we find they should be 

included in rate base. The utility reported these amounts as zero­

cost funding in the capital structure. 

Accordingly, we will include refundable advances in rate base 

in the amount of $76,498 and will make a corresponding adjustment 

to remove the refundable advances from the capitarstructure. 

Working Capital 

We accept as reasonable the utility's method of calculating 

working capit:al by using the formula method of one-eighth of 

operation and maintenance expenses. As discussed in a subsequent 

portion of this Order, the appropriate amount of operation and 

maintenance expense is $1,156 ,798, reflecting various adjustments 

we have made. Using the formula method , we calculate the resulting 

working capital amount to be $145,247, which requires an increase 

to the requested level of working capital of $4,045. 

Rate Base 

Based on the adjustments discussed above , we find the 

appropriate average rate base to be $2,936,976 . 
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COST OF CAPITAL 

Schedule No . 2 -A shows the utility's capital structure and our 
adjustments arc s hown on Schedule No . 2-B. 

Re turn on Equity 

The utility requested a return on equity of 13. 5 1 per~ent . 

Based upon the components of the adjusted capital structure s hown 
in Schedule No. 2-A , the utility's equity ratio i s 10. 9 0. Appl ying 
the Commission ' s current leverage formula as contained in Order No . 
24246, the appropriate return on equity is 13 .11 percent, with a 
range of reasonableness of 12 . 11 percent to 14.11 percent. 

Ove rall Rate of Retur n 

I 

The utility requested an overall rate of return of 10 . 24 
percent. Ba sed o n the adjustments made herein , we find that the I 
appropriate overall cost of capital should be determined by using 
t he utility's adj usted capital structure and by r econcil i ng each 
item on a pro rata bas i s . This results in an ove ral l rate of 
return of 10.27 percent, with a rang e of 10.16 pe r cent to 10 . 38 
percent. 

NET OPERATING INCOME 

Operation and Maintenance CO & Ml Expenses 

As previously discussed, we have updated the histo rica l base 
year from 1989 to 1990. Our audit suggested severar ad j ustments t o 
reflect a n appropriate amount o f actual 1990 0 & M expenses to use 
as a basis for projection. We ha ve discussed these ad j ustme nts 
below. Once the actual 1990 level of expenses was adjuste d, we 
then escalated those amounts in the same manner , with some 
exceptions , that the utility used to project 1990 forward to 1991. 

Our a udit revealed that t he utility had recorded severa l 
miscellaneous non-utility expenses and charged the m to t he uti l i t y . 
The utility incurred $1,967 i n donations and civic gro up 
memberships and c harged t hem to t h e water account for miscellaneous 
expenses . In addition, the utility c harged $4,800 to mis cellaneo us 
expenses-water for a payment to the Business Deve lopment 
Corporation . This organization promotes new businesses t o locate I 
in Lee County. The utility indicated that the purpose of this 
expenditure was to promote new businesses to locate in the servi~e 
area . A direct result of the new businesses locating in the 



I 

I 

I 

ORDER NO. 24735 
DOCKET NO. 900718-WU 
PAGE 15 

utility ' s service area would increase business for the utility and 
allow prudently-sized facilities to be built and become used and 
useful . The utility is one of the largest businesses in the 
service area and supports community efforts. 

The NARUC Uniform System of Accounts , Accounting Instruction 
6, states that donations for charitable , social or community 
welfare purposes are to be accounted for as miscellaneous non­
utility expenses. Accordingly, we find it appropriate t reduce 
miscellaneous expenses by $6,767 . 

T imucuan Asset Managemenc, a related parcy, was hired by che 
utility for investment services . The utility charged $12,221 to 
Water Contractual Services - Other for these services . We believe 
these charges are shareholder costs and should have been charged 
below the line. Therefore, Contractual Services - Other will be 
reduced by $12,221. 

In 1990, tho utility charged the Miscellaneous Expense account 
for $2,503 in gift certificates and $826 for a fishing trip . 
Materials and Supplies expense was charged $60 for gift 
certificates . All three of these expenditures were made on behalf 
of the utility ' s employees for a Christmas party and a fi s hing 
trip . The utility reports that these functions have been provided 
to the employees since the early 1980 ' s in appreciation for their 
efforts. The utility reports it considers the cost incurred for 
the fishing trip to be a part of employee compensation and the gift 
certificates are given as gifts to its employees at Christmas. A 
list of the gift recipients of the $125 gift certificate could not 
be provided. The utility does have a cash benefits program in lieu 
of a formal pension or profit sharing program for- its employees . 
The NARUC , Uniform system of Accoun ts , Accounting Instruction 6 , 
provides that donations for social purposes should be r eported 
below the line. We find i t appropriate to remove these 
expenditures of gifts a nd donations for social purposes from the 
0 & M accounts . 

Gulf also charged Wate r Miscellaneous expenses $1 , 657 for 
meals , golf, drinks , and car wash and waxing for the utility ' s 
executive officer. Although the utility states that these charges 
are utility in nature , no other charges similar to these for oth er 
employees or utility vehicles was noted. We are not convi nced that 
utility business was the purpose of these expenses . Accordingly, 
these charges should be removed. 

In its MFRs , the utility projected a balance of $946,2 64 for 
its 1990 0 & M expenses. Actual 1990 expenses according o the 
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audit amounted to $1,045 ,724, resulting i n an increase of $99 , 460. 
With the adjustments discussed above, we ha v reduced the actual 
1990 level by $34,434. We then escalated all 0 & M expenses, with 
the exception of chemicals, purchased power and salaries, based on 
an escalation factor of 1.09 for customer growth only . 

In analyzing the level of chemical expense, we compared the 
actual 1990 expense of $134,477 to the 1991 projected amount of 
$144,758 a nd found that the actual 1990 cost exceeded the ~tility's 
1991 projection by $10,281. After reviewing the reasonableness of 
the 1990 cost, we have allowed the total actual cost incurred for 
chem1cals for 1990 instead of the proJected amount for 199 1 . No 
escalation factor was added to this amount . 

I 

For purc hased power, we have allowed the utility ' s requested 
projected level for 1991 of $125,075. Even though the actual 
amount in 1990 was $1,319 higher than originally projected by the 
utility, the 1991 level was calculated based on the expected flows 
of the new reverse osmosis treatment plant . We believe this amount I 
is reasonable and therefore no further adjustment is necessary. 

The utility's projection methodology for salaries and wages 
was based on the hiring of five new employees at a cost of $103 ,800 
a nd escalating the current employee salaries by a five percent 
increase for both 1990 and 1991 . This projection methodology is 
reasonable and we will accept it . We did not update salaries for 
the actual amounts expensed in 1990 as those amounts were escalated 
at a higher rate than five percent, which we do not believe was 
reasonable. After r viewing the 1991 projected information from 
the MFRs, the salaries and wages of the officers and directors 
revealed that 1990 salaries and wages were actually increased by 
more than five percent. To reflect the utility' s escalation factor 
of five percent, we have reduced the salaries and wages of the 
officers and directors by $9,664. 

The net effect of recalculating the 1991 level of o & M 
expenses results in an increase of $38, 505. We believe thi s 
adjustment reflects a better estimate of the operating needs of 
this utility on an on-going basis. 

Bate Case Expense 

Gulf Utility requested $68,000 in rate case expense in its 
MFRs for the processing o this case. The utility has subn itted an 
update of the actual rate case expense incurred for this case and 
supporting documentation, as well as t he estimated amount t o 
complete. The revised request for rate case expense t c tals 

I 
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$ 52 ,442. This included $32,025 for rate case consultant fees for 

preparation of the MFRs, $12,445 for legal services , $7,594 for the 

filing fee, printing a nd mailing costs and $350 for other 

accounting services incurred . In reviewing this updated 

i nformation , we found the expenses to be reasonable. An adjustment 

of $3,890 is necessary to reduce the requested rate case expense to 

the revised rate case expense. 

The utility has also included rate case expense amurtization 

of $2,253 from a previous rate case . The utility ' s last water rate 
case occurred in Docket No. 840105-WS, which is over five years ago 

and recovery of those expenses should be complete. The utility's 

request for recovery of previous rate case expe nse of $2,253 will 

therefore be removed . 

Accordingly , we find that $52,442 is a reasonable amount for 

rate case expense and that the requested rate case expense 

amortization of $2,253 from a previous case is disallowed. 

Test Year Operating I ncome 

Based on our adjustments made herein, we find the appropriate 

test year level of operating income to be $301,627 . The operating 

statement is attached as Schedule No. 3-A, with the adjustments 

shown on Schedule No. 3-B. 

REYENUE REQUIREMENT 

The utility requested total a nnual water revenues of 

$1,832 , 114 . Based upon our adjustments made herein, we find the 

appropriate annual revenue requirement to be $1 , 781 , 384 . 'lhis 

represents an increase of $305 , 128, or 20.67 perce nt, over test 

year revenues and will allow the utility the opportunity to recover 

its expenses and earn a 10 .27 percent return on its investment. 

APPORTIONMENT OF BATE CASE EXPENSE 

Section 367 . 0815, Florida Statutes , states in pertinent part: 

In the event that a rate i ncrease is granted 
but i n an amount less than requested, the rate 
case expenses , including costs and attorney 's 
fees, snall be apportioned in such a way that 
the public utility shall pay a proportion of 
the rate expenses which is equal to the 

, 
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percentage difference between the rate 
increase requested and the rate increase 
approved. However, no such apportionment 
shall be allowed if it will cause the 
utility's return on equity to drop below its 
authorized range. 

Because of the interpretation of the las t sentence of th1s 
chapter, most utilities such as Gulf, will receive no reduction t o 
rate case expense. This happens because of three factors; the 
magnitude of the rate case expense, the equity ratio of the 
company , and the actual size of the company . These f actors will , 
in almost every instance , render the statute ineffective as the 
application of the full reduction would cause the utility' s return 
on equity to drop below its authorized range. 

I 

Wo believe that this may not have been the intent o f those 
pe rsons responsible for drafting this statutory change . The las t 
sentence of the statute seem~ to conflict with the first portion . I 
We believe that this statute should be interprete d to cap the 
reduction at the low end of the equity return. By maki ng a 
reduction to the floor of the range on equity, the statute would be 
followed as no apportionment of the rate case expe nse r e duc tion 
would cause the utility • s return to drop below tho a uthorized 
range. We believe that this methodology is closer to the intent of 
the statute and will therefore make a reduction d own to the floor 
of the equity range. The reduction to r a t e case expense is 
therefore $5,179 . 

BATES ANQ CHARGES 

Rates 

Our approved rates, which we find to be fair, just a nd 
reasonable, are des igned to achieve the revenue r equirement 
previously discussed . The rates are designed to us e tho base 
facility charge rate structure. The base facility charge rate 
structure is our preferred struct ure because of its aLility t o 
track costs and to give the customers some control over their water 
bills. Each customer pays his pro rata share of the related cos t s 
necess ary to provide service through the base facility c harge a nd 
only the actual usage is paid for through the gallonage c harge . 

Some of the utility's customers who will be away t o r months at 
a time temporarily discontinue service during their absence . The 
utility waives the base facility c harge for these customer s dur ing 

I 
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their absence. This is not appropriate. The base f acility charge 

rate structure is established so that each customer s hould pay his 

or her pro rata s hare of the utility ' s fixed costs whether or not 
any water is consumed during the month. The utility must maintain 
the facilities necessary to meet peak demand from all i t s 

customer s . Wa i ving the base facility charge for those customers 
who choose to live elsewhere par t of the year results i n the 
remaining c ustomers subsidizing the absentee ~ustomcrs . 

The utility should amend the rule section of its t ariff t o 
provide for temporary discontinuance of service . This section 
shou ..&.d read: 

At any time a customer may request a temporary 
discontinuance of service in order to insure 
that the customer is not billed for any water 
usage during the period of t ime in which that 
premises is not occupied or otherwise 
utilized . The clistomer will, however, be 
liable for payment of the base facility charge 
during the e ntire per i od of time the temporary 
disconnect remains in effect, in order for the 
company to be able to recover its fixed cos t 
of havi ng water service available to those 
premises upon request by the c ustomer. 

Because the utility does not bill customers who t emporarily 
discontinue servi ce, we have adjusted the utility's 1990 bill i ng 

analysis by adding 826 bills to the total for 5 /8 inch x 3/ 4 inch 
meter residential customers. The revenue impact of th is addi t ion 
is $ 5 , 914 for the 1990 base year at present rates . We adjusted 

the 1991 bills by the same percentage i ncrease that occurred 
between 1989 and 1990 . Th is added 1178 bills in 1991 a nd r esu l t ed 

in $10 , 037 addit iona l r e ve nues r or the 1991 project ed t est year at 
the newly approved rates. 

The approved rates for water service are un iform for 
residential a nd general service customers. The approved r ates wi ll 
be effective for meter readings on or after thirty days from the 
s tamped approval date on the revised tariff p ages filed by Gu l f . 
The revised tariff pages will be approved upon Staff ' s ve r i f ication 

that t he tariffs are consistent with our decision, tha t the 
proposed c ustomer notice is consistent with Rule 25- 22.0406(9), 

Florida Adm i nistrative Code , and upon expiration of the protest 

period . Gul ' s present rates, its reque ste d t·a tes , a nd our 
approved final rates are set forth below for comparison: 

, 
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Residential 
Meter Size: 

5/8 11 X 3/4 11 

1" 
1 1/2" 

2 " 

Gallonage Charge 

M2Dtbl~ 

Present 
Rates 

$ 7.16 
17.90 
35.80 
57.28 

per 1,000 gallons $ 1. 84 

Rates 

Utility 
BiQY~§tis;l 

$ 8 . 21 
20.50 
41.05 
65 . 65 

$ 2. 41 

Monthl~ Rates 

General Service 
Meter Size: 

5/8 11 X 3/4 11 

1 " 
1 1/2" 

2 " 
3 " 
4 " 
6 " 

Gallonage Charge 

Present 
Rates 

$ 7.16 
17 . 90 
35 . 80 
57.28 

114 . 55 
178.99 
357.97 

per 1 , 000 gallons $ 1.84 

Service AvailabilitY Cbarges 

Utility 
Requested 

$ 8.21 
20.50 
41 . 05 
65.65 

131.35 
205 . 25 
410.50 

$ 2.41 

Commission 
Approved 

Final 
B~t~§ 

$ 8.52 
21. :,1) 
42 . 60 
68 . 16 

$ 2 .17 

Commission 
Approved 

Final 
Rates 

$ 8.52 
21 . 30 
42.60 
68 . 16 

136.32 
• 213.00 

426. 00 

$ 2 . 17 

The utility's existing service a vailability charges were 
approved by Order No. 14219, issued March 25 , 1985, in Docket No. 
840336-WS . Tho service availability policy requires new customPrs 

I 

I 

or developers to donate all on-site and off-site water lines, pay 

1 p lant capacity charges based on anticipated usage and pay mete r 
installation and tap-in fees based on meter size. 
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The utility did not request any change to its service 
availability policy or charges. As of December 31, 1990, the 
utility ' s CIAC contribution level was 63 percent for water. This 
level is within the guidelines of Rule 25- 30 . 580, Florida 
Administration Code , and therefore we will make no changes. 

Private Fire Protection 

The utility c urrently provides service to ten customers for 
private fire protection at no charge. Since t h e utility must 
maintain the capacity in order to provide flow requirements for 
priva te fire protection, these customers should pay a pro rata 
share of the costs . We will the refore establish a new class of 
service . The rate charged for this service should be equivalent t o 
one third of the base facility charge for a comparably sized meter . 
The rates we establish are set forth below. The utility should 
send a notice to the affected customers informing them of the 
rates. 

Meter Size : 

6 " 
8" 

12 " 

Rate Reduction 

Private fire Protection 

$ 142.00 
227 . 20 
610.60 

Section 367 . 0816, Florida Statutes, requires · that rate case 
expense be apportioned for recovery over a period of four ~ears. 
The statute further requires that the rates of the utility be 
reduced immediately after the four yea r period by the amount of 
rate case expense previously included in the rates. This statute 
applies to all rate cases filed on or after October 1 , 1989. 

The water rates should be reduced by $8,305 as shown on 
Schedule No. 4. The revenue r eduction reflect s the annual tate 
case amount amortized (expensed) plus the gross-up for regulatory 
assessment fees. 

Th e utility should file revised tariffs no later than one 
month prior o the actual date of the required rate reduction. The 
utility also should file a proposed " customer lett0r" setting f orth 
the lower rates and the reason for the reduction. 

-, 
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If the utility files this reduction in conjunction with a 
price in~ex or pass-through rate adjustment, separate data shall be 
filed for the price index and/or pass-through increase or decrease 
and the reduction in the rates due to the amortized rate case 
expense. 

Based on the foregoing , it is 

ORDERED by the Florida Public Service Commission that the 
application of Gulf Utility Company for increased water rates is 
hereby approved to the extent set forth in the body of this Order. 
It is further 

ORDERED that each of the findings made in the body of this 
Order is hereby approved in every respect . It is further 

ORDERED that all matters contained in the schedules attached 
hereto are by reference incorporated herein. It i s further 

I 

ORDERED that all of the provisions of this Order are issued as I 
proposed agency action and shall become final unless an appropriate 
petition in the form provided by Rule 25- 22 . 029 , Florida 
Administrative Code, is received by the Director of the Division of 
Records and Reporting at his off ice at 101 East Gaines Street, 
Tallahassee, Florida 32399-0870 , by the date set forth in the 
Notice of Further Proceedings below. It is further 

ORDERED that Gulf Utility Compdny is authorized t o c harge the 
new rates as set forth in the body of this Order . It is fur the r 

ORDERED that the rates approved herein shall be e ffec tive f or 
meter readings taken on or after thirty (30) days after the s t amped 
approval date on the revised tariff pages. It i s further 

ORDERED that prior to its implementation of the rates approved 
herein , Gulf Utility Company shall submit and have approved a 
proposed notice to its c ustomers of the increased rates and the 
reasons t herefor. The notice will be approved upon Staff ' s 
verification th t it is consistent with our decision herein . It is 
further 

ORDERED that prior to its implementation of the rates approved 
herein, Gulf Utility Compa ny s hall submit and have approved revised 
tariff pages . The revised tariff pages will be approved upon I 
Staff ' s verification that the pages are consistent with our 
decision herein and that the protest period has expired . It is 
further 
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ORDERED that in the event of a protest by any substantially 
affected person other than the utility, Gulf Utility Company is 

authorized to collect the rates approved herein on a temporary 
basis , subject to refund in accordance with Rule 25- 30 . 360 , Florida 
Administrative Code , provided that Gulf Utility Company has 

furnished satisfactory security for any potential refund and 
provided that it has submitted and Staff has approved revised 

tariff pages and a proposed customer notice. It is fur her 

ORDERED that this docket will be closed if no timely pro tes 

is received from a substantially affected person. 

of 
By ORDER of the Florida Public Service Commission, this 

July 1991 
1st 

irecto r, 
cords and Reporting 

(S E A L) 

NSD 

Dissents: 

Commissione rs Deason and Gunter dissent ed on the usc of the 
formula method i n calculating working capita l. 

Commissioner Wilson dissented on the majority 's int~rpretation 
of Section 367 . 0815, Florida Statutes, a a follows : 

I dissent . The interpretation by the majority produces 
a reasonable result with which I agree. However , it is 
not the result compelled by the plain language of the 
statute . The statute says , in perti nent part: 

In the event that a rate increase is granted 
but in an amount less than requested, the rate 

339., 
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case expenses, including costs and attorney ' s 
fees, shall be apportioned in such a way that 
the public utility shall pay a proportion of 
the rate expenses which is equal to the 
percentage difference between the rate 
increase requested and the rate increase 
approved . However, no such apportionment 
shall be allowed if it will cause the 
utili ty's return on equity to drop belo w its 
authorized range. 

The language " no such apportionment shall be. a llowed" 
appears to leave little room for interpretation. So as 
a matter of law , I must disagree with the majority view . 

Chairman Beard also dissented on the majority ' s interpretation 
of Section 367 . 0815 , Florida Statutes. 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Conmission is r equired by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review o f Commission o rders that 
is a vailable under Sections 120. 57 or 120 . 68 , Florida Statutes , a s 
well as the procedures and time limits that apply . This not·ce 
should not be construed to mean all requests for an a d ministrutive 
hearing or judicial review will be granted or res u l t in the relief 
sought . 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22 . 029 , Florida Administrative Code . Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petitio n for a formal proceeding, as provided by Rule 25-
22 . 029(4) , florida Administrative Code, in the form pro vided by 
Rule 25-22.036{7){a) and {f), Florida Administrative Code. This 
petition must be received by the Director, Division of Records and 
Reporting at his office at 101 East Gaines Street , Tallahassee, 
Florida 32399-0870 , by the close of business on 

7-22-9 1 
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In the absence of such a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on the date 
des cribed above , any party adversely affected may r equest jud1cial 
review by the Florida Supreme Court in the case of an electric, gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or sewer util i ty by filing a notice of appeal 
with the Director, Division of Records and Reporting a nd filing a 
copy of the notice of appeal and the filing fee with the 
appropriate court. This filing must be completed with i n thirty 
(30) days of the effective date of this order, pursuant to Rule 
9.110 , Florida Rules of Appellate Procedure. The notice of appeal 
must be in the form specified in Rule 9.900(a), Florida Rules of 
Appellate Procedure. 

3 41, 
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GULf UTiliTY COHPAHY 
SCHEDULE OF VATER RATE BASE 
TEST T(AR ENDING D(C[M8£R 31. 1991 

TEST YCAA 
PER 

COHPON(HT UTILITY 

-------------------------------
- ....................... 

UliLITT PLANT IN SERVICE s 13.5S3,111 S 

LAND 711 .379 

IIOH·USED & USEFUL COHPO.t~(HTS (118,339) 

ACCUMUlATED DEPRECIATIO~ (1 ,892. 166) 

C.I .A.C. (9.111.739) 

AHMTIZATIOH OF C. I.A.C I ,ZS8,493 

AOYMC£5 fOR COIISTRUCTIOH (557.155) 

REfUNDABLE ADYA~~ES 0 

RKIHG CAP ITAL All !AliCE 141.202 

----·--------
RATE SASE s 3.392,852 s 

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

UTI LilY 
ADJUS TM(IIf S 
. ..... ......... ....... 

0 s 

0 

0 

0 

0 

0 

0 

0 

0 
.............. ........ 

0 s . ...•..•..• 

I 

SCHCOUL£ NO . l · A 
OOCIC.ET HO 9007 I 8·\IIJ 

ADJUSTED COHHISSIOH 
TEST YCAA C0ttC ISS I 011 AOJUSl(D 

P£11 UTILITY AOJUSTMEIC TS TEST YCAA 

------------ ....................... ---···------
13.5S3. 117 s 8,792 s 13.561.969 

111.379 1~0.583 199.~&2 

(118,339) (245, 119) (363,458) 

( 1.892.166) (6 047) (1,898.213) 

(9.111.139) (211.050) (9,322 . 789) 

l.l98.493 3,751 t,JOZ.ZU I 
(557,155) (~.333) (611,488) 

0 (76,498) (76,498) 

141.202 4,045 145.241 

------------ ------------ ...................... 

3.39l,852 s (455.876)$ 2,936.976 . ........... ......••.••. .......•.... 

I 
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GUlf UIJ LIIY COHPANY 

SCH£0Ul( Of VATER RAT( BASE 

T(~T YEA~ (NOI~S OEC£HB£A 31, 1991 

f[ST YW 
P(R 

COHPOH£MT UTILITY 

···-·····---------------------· -------------
UTIL ITY PLAIIT IIi SERVICE s 13.553. 171 s 

wo 79,379 

NOIC ·US EO & US £F'Ul COHPON ( II T S ( 118,339) 

ACCUMULATED OEPRECIATIO~ ( 1.892.166) 

C I A C. (9.111.739) 

AHORTIZATJOII Of C. J.A.C. 1.29!.493 

AD AA'CES FOR COHSTRUCTIC»> (551.155) 

REFU~OA8LE AOYAMC£5 0 

IU:IIiG CAP I TAl AllO\IAAt £ 141.202 

-------------
RATE BASE s 3.392.852 s •.•.......... 

UTILITY 
A.OJUSTHENTS 

-----------
0 s 

0 

0 

0 

0 

0 

0 

0 

0 

-----------
0 s 

..•........ 

I 

SCH£DUL( 110 . I · A 
I)()C(£1 liO. 'l00718· VU 

A.OJUSI£0 COHHJSSJOII 

TEST YEAR COHHJSSIOII AOJUSl£0 

PER UTILITY ADJUSTMENTS TEST YEAR 

-·--·-------- ------------ ------------
13. SS3. 171 S 8, 792 s 13, 561.969 

79 , 319 1~0. 58.3 199 .9&2 

( 118.339) (245, 119) (363 ,458) 

( 1.892.166) (6.041) (1.898.213) 

(9.111.739) (211.050) (9.322.789) 

l.t98.49J 3 , 751 1.302,2U I 
(557. 155) (54.333) (611.488) 

0 (16,498) (16,498 ) 

141.202 4 ,045 145.247 

------------ ----------- ------------
3, 392.852 s (455.876)$ 2,936 .976 ............ ···--········ ............ 

I 
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GULF UT ILI TY COKPAHY 
ADJUSTHEHTS TO RAT£ BASE 
TEST YEAR ENDING DECEHBER 31, 1991 

EXPLANATION 

Plant 
A. To reclassi fy land 
B. To update projection ba~ed on actual 1990 balance 
C. Reallocated general plant based on custom.~ 
D. Increase for chlnge In beginning and end of year avg . 
E. Adjustment lo reflect replacement 

and retirement of car 

Z Lt'ND 
A. lo reclassify land from plant 
8. To add land not Included In HFRs but on boo~s 

of utility. 

3 NON-USED I USEFUL PLANT 
A. Used and useful adjustment - Plant 
B. Used and useful adjustment - ~cum Oepre. 

TOTAl 

4 ACCUMUlATED DEPRECIATION 
( . Adjustment to reflect replacement 

and retirement of car 
B. Adjustment to reflect average balance 

TOTAl 

5 CIAC 
A. Imputation of CIAC for mangln reserve 
8. To reflect actual average balance 

TOTAl 

s 

s 

s 

s 

s 

SCHEDUlE hO. 1-B 

PAGE I Of 2 
oocm No. 9oo7t8·W 

AOJUSTH(HT 
WATER 

(105,317) 
( 213. 704) 

318,020 

30.514 

(20. 7Zl) 
............................. 

8.792 ............ 
105.317 

15. 266 

-----------
120.583 ............ 

(ZS9.329) 
14. 210 

·----------
(245,119) ............. 

9.648 
(IS. 695) _______ ,. ___ 

(6.047) 
......•... 

(331.353) 

120.303 

-----------
(211.050) 

-~ ........ 

., 
343 
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GULF UT ILI TY COMPANY 
AOJVSTHENTS TO RAT( BASE 
TEST YEAR ( NOI HG D£C£K8£R 31 , 1991 

OPLAHAliON 

6 ACCUHULAT£0 AHOaTil.AT IOH OF CIAC 
A. Adjustment a5soc with Imputation of CIAC 
B. To reflect actual •verage bal•nee 

TOTAL 

7 AOVAHC£5 FOR CONSTRUCTION 
A. Adjustment to reflect an average bal•nc• 

8 R(fUNOABL£ ADVAht(S 

s 

s 

A. To reclas51 fy from t he cost of capi tal to rate base S 

9 WORKING CAPITAl All~JAHC£ 
A. Adjustment due to reduced O&.H Expenses s 

I 

SCH(OUL( NO. 1· 8 
PAGE 2 Of 2 
OOCK!T NO. 900718-VU 

AOJUSTMEitT 
WATER 

--·--------

14,414 
(10,663) 

-----------
3,751 ........... 

{54,333) I ........... 

(76,498) 

4,045 
............ 

I 



-
CUl f UTili TY CCJUI A ICY 

COST Of CAPITAl • WATER 

TEST YW Eh'!llliG OECEKSER 31, 1991 

OEStaiPTION 

1 lONG TER!t 0£8T 

2 
3 S~T TERM DEBT 
4 

S CUSTOKER DEPOSITS 

6 
7 PUIUUO STOC:J: 

a 
9 COoiOC ECU I fT 

10 
11 IWESTMliiT TAX CREDitS 

12 

13 OHEUED lhco.£ TAXES 
14 

IS OTitU CAP I TAl 

16 

17 TOTAl CAPITAl 

18 

19 

20 

21 

22 

23 
24 

25 

ADJUSTED 

TEST YEAR 

PElt UTiliTY ...... •· ..... 
' 8,97S,OOO 

75,360 

1n,TS6 

0 

1,166,9S7 

0 

313,000 

78,915 
.. . . .. . . . . .. .. ... 

s 10,786,988 
............ 

\IE ICHT COST 
. ..... --. . 
83.201 10.29l 

0.701 12.501 

1.651 7.781 

o.ocx o.oox 

10.&2X 1l.S1X 

o.oox o.oox 

2.9Cn o.oox 

0.731 o.oox 
. . .. .. . . . ..... 

IOO.OOX . ...... 

-
SCHEOOI.E ~. 2·A 

OOCUT 110. 900718·\oU 

I ~ISSION 

I PRO ltATA AOJ BAlANCE 

\IEIGHTEO I TO UTiliTY PElt 
COST I EXHIIIT aNIISSION 

I . .. -.......... .... . .......... .. 
8.561 ' (6,513,366)1 2,461,634 

0.091 (54,690) 20,670 

0.131 (129 ,002) 411,7S4 

o.oox 0 0 

1.461 (846,8118) 320.~1 

o.oox 0 0 

o.oox (227,151) 85,81.9 

o.oox (7!,915) 0 
. ........ .......... . .... . ......... .. 

10.2U. ' C7,8SO,OI2)S 2,936,976 . ........ ............. . ...... _. .... 

RAIIGE OF REASO'IABlEIIESS 

ECUITT 

OVERAll RATE OF RETURN 

\lEI CiKl COST 
. ....... . .. ..... 
M.m 10.29l 

0.701 12.511 

1.661 7.7!X 

o.oox 0 . 001 

10.9Cn 13.111 

o.oox o.oox 

2.921 o.oox 

o.oox o.cm 

100.00t 

·-······ 
lOJ HICK 

12.11X 11..111 ........ . ..... 
10. '61 10.381 ....... . ..... 

WEIGHTED 

COST 
. ......... 

8 . 62% 

0.091 

0.131 

o.oox 

1.431 

o.oox 

o.oox 

o.cm 

10.271 ........ 

-
"000 
>0::0 
C)OO 
f'llXf'll 

N~::O 
10 z 

zo 
0· 

N 
10~ 

0-..J 
OI.J 
-..JUI .... 
Q) 

I 

~ 

w 
~ 
U1 
~ 
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GULF UliLITY COHPAHY 
ADJUSlH(NTS TO CAPITAL STRUCTURE 
TEST YEAR ENDING OECCHBCR 31. 1991 

UTI LIT\' 
ADJUSTED 

OESCRIPTIOH lEST YW 

-------------------------- -------------
I LONG TERH DEBT ' 8.975.000 
2 
3 SHORT TCRH DEBT 75.360 

• 
5 CUSTOHCR DEPOSITS 177 .756 
6 
7 PR£r£RR£D STOCK 0 

8 
9 COHHOII EOUI TY 1.166.957 

10 
11 IIIVESTH(NT TAX CREDITS 0 

12 
13 DEr£RR£D INCOHE TAXES 313,000 
14 
15 DTH(R CAPITAL 78,915 
16 -------------
17 TOTAL CAPITAL s 10.786.938 
18 .............. 

I 

SCH£00L( I((). 2 • 8 
OOCK(T 110 . 900718· \IIJ 

ADJUST 
TO ROOV£ PRO RATA IIET 

COIISTR. AOY . RECOHCILE AOJUSTHOIT 

----------- ---- ------- -----------
s s (6.SI3.366) s (6.513,366) 

(S4.690) (~.690) 

( 129.002) (129,002) 

0 0 

(8«6.888) (846.888) 

I 0 0 

(2Z7.151) (227.151) 

(78.915) 0 (18.91 5) 

----------- ----------- -----------
s (78,91 ~) s (7,711.097) s (7.850.012) 

....•.....• . .......... . .......... 

I 



-
QJ\.f UTILI tT co.~' AliT 

STATEMliiT Of VATU OPEUTIC»>S 

TEST TEAA Etro i i!G OECL'•.Set 11, 1991 

UTILITY 

TEST TEA~ UTILITY ADJUST EO 

OESCAIPTIOII PEl UtiliTY AD JUSTMOT S TEST ~W 

···•········ · · · ···•·········· · · ·· ·· · .....••... . .......... .............. 
1 OPElATIIoG lEVEliUU s 1,265,992 s 566,122 s 1,832,114 s 

2 . . .. . . . .. .. . . . .. . . . . . . . .. . . ..•. •......... 
3 OP(lATIIIG EXPENSES 

4 
5 OPt:lATIOII ~I) 11.\lltff:JIAIIct ' 853, 920 ' 275,695 ' 1,129,615 ' 
6 

7 OEPUCIAT lOIII l8,374 13l,487 171,861 

8 
9 AIGTIZATIO!I 0 0 0 

10 
11 TAUS OTKU TKAII llleot£ 110,976 n,t.so 153,426 

12 
\l lloCOCf TAXES 54 , 560 <24, 7'91) 29,769 

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

15 
16 TOTAl OPt: ItA T IIIG EXP£11SCS ' I ,027,830 S 456,81.1 s 1,481.,671 ' 
17 .. ..................... .. .... ... ... . . .... ... . . . .... ..... .. .. ....... 
18 
19 OPElATIIIG IIICO'IE s 2l8,162 ' 109,2!1 ' 3'7,1.1.] s 

20 ........... ....•.•..•. -~······ ....... _.. 
21 
22 lAH lASE s 3 ,392,852 s 3,392,852 

2l ••••••••••• ···-··········· 
24 
2S RATE Of RE~ 7.021 10.2'X 

26 .... ._ ...... • • ••••aa..-aaata 

-
SCKEOUlE NO. 3· 4 
ooau 110. 900718·w 

toot I SS I 011 lEVEU 

COOUSSION ADJUST£0 II!Cl £ASt Olt 

ADJUSTKEIITS TEST YW (OEOWE) 
. ........... . .......... . .......... 

(355,8S8)S 1,476,256 s 110,551 s 
. .......... . ... .. . . ... ... ... . •..•..• . •. 

21.0U: 

32, 362 s 1,161,9n s 0 s 

( 19,347> 152,514 0 

0 0 0 

(21, n9) 1}1,697 1l,97S 

C116,JS() (86,585) 1\\,602 
. ............. ·········•· ........... 

CI25 ,068)S 1,359,603 s llS,sn s 
. .......... . •·•····•··· ............... 

<230, 7'90)S 116,653 s 181.. 974 s . ......... ._ .. ........... ............. 
s 2,936,976 ' ........... 

3.9TX 

••••••••••• 

AOJ fat 

REVENUE S TA TilT at 1' 

REQUIRE~WT RC EXP 
. ... . •....• . .......... 

1, 786,807 <5,42l> 
.............. . ....•.••.• 

1,161,9n (5,17'9) 

152,514 

0 

145,6n (244) 

25,017 
. .......... .... . •. ...• 

1,4a5, 180 (5,42l) 
. ........... ...... .. ... ..... 

341,627 0 
.-... -... ._ ..... ............. 

2,936,976 . ............ 
10.2TX .. .... ..-...... 

-
"000 
>O::O 
G)(')O 
l"::~t'll 

u~ ::o 
~ z 

'ZO 
0· 

ADJUST EO 

REVENUE 
N 

\Ob 

lEOUilEKEIIT 0-..J 
ou . ...... . ... -..JU'I 

1,781,384 ~ 
Q) 

·····• ••··· I 
~ 
c 

1, 156, 7'91 

152,514 

0 

145,428 

ZS,C\7 
. .......... 

1,479,757 
. ..... ..... 

301,627 

••••••••••• 

2,936,976 

••••••••••• 

10. 2TX 

••••••••••• 

w 
~ 

~ 
~ 



r"" 
348 

ORDER NO . 24735 
DOCKET NO. 900718-WU 
PAGE 32 

GULF UTILITY COHPAHY 
ADJUSTH(HTS TO OP(RATIHG ST4TEH£HT 
TEST Yt4R ENDING D£CCHBER 31, 1991 

EXPlAHAliOH 

I OPI:RATING RtVtHUES 
A. To ,._,..e utility's reqll4!ated l"eVetttte lncruse 
B. To reflect actual revenues 

NET AOJUSTH(NT 

2 OPERATION AHD KAIHT(KIJICE EXPEIISE 
A. Adjusune11t to reflect 1990 esulned actuel 

adjul LJIIent s 
8 AdjuJUienl to ~ale case e•pense 

TOTAL 

3 DEPRECIATION EXPENSE 
A. Adjuat to reflect actual depr. 
B. Adjustment •ssoc. car replac~nt ' retlr-nt 
c. To reduce for non·uaod and useful 
0. Adjusunent to refl~t actual depr. 

SCHEDULE NO. 3· 8 
PAGE I or 2 
ooa!T NO. 900711HN 

ADJ\15 T H[lfT 

WATI:R 

(361.772) 
5.914 

s (355.8!18) 
............ 

3a.sos 

(6.143) 

---------·-
s 32.362 

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

3.617 
(3.452) 

(14 .210) 

9,112 
[. Adjustment to amort . expense for l~~pUtatton of CIAC (14,414 ) 

---····----
TOTAL s (19,341) 

·-········· 

4 TAXES OTHI:R THAN IN E 
A. R09 . assess fees on revenue l ncreas~ (16 .280) 

8 R09. •saesa. fees a1soc . with l~uted revenue 266 

c. To reaove payroll tax expense associated •lth 
R.O. pit . t ra1nees (4 .880) 

0 . To re.ove property tex associated with 
non-used ' useful plant. (835) 

-----------
s (21.729) ........... 

I 

I 

I 
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GUlF UTiliTY COMPANY 

ADJUSTM(NTS TO OP£RATI HG SlATtH(Nl 

T(Sl YeAR (NDING 0[C[M8£R 3~ . 1991 

£XPLA.MA T I 011 

5 IHCOM£ !AXES 
A Adjus~t to lnccae ta~cs 

6 R[YENU£ REOUIA(M(Iif 
A lo reflect t he tncre••• In 

t he rcv~s required 

1 TAXES OI H(R !HAN IHCOH£ 

A RAF on r~enue I ncreue recorn 

8 lliCOME TAXES 
A To reflect I~ t axe2 

relating to revenue 

requl r nl s 

~CH(DUL[ HO 3-8 

PAG£ 2 o f 2 
00C((l HO 900718-

AOJUSIM[Iil 
IIA I(R 

(116 ,354) 

S310,551 
............ 

13,975 

I l l. 60Z 
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GULF UTILITY COMPANY 
DOCKET NO . : 900718-WU 
June 11 , 1991 

SCHEDULE NO . 4 

Rate Reduction for Full Amortization 
of Rate Case Expense 

Residential and General Service 

Base Facility Charge: 
Meter Size: 
5/ 8"x3/4" 

1" 
1-1/2" 

2" 
3" 
4" 
6" 

Gallonage Charge per 1,000 G. 

Private Fire Protection 

Base Facility Charge: 
Meter Size: 

6" 
8" 

12" 

Convnission 
Approved 

Final Rates 

S8 .52 
S21 . 30 
S42 .60 
S68. 16 

$136 .32 
S213 .00 
S426.00 

S2.17 

Sl42.00 
S227 .20 
S610 .60 

Water 
Monthly Rates 

Ra te 
Dec rease 
After 

Four Years 

$0.07 
so . 17 
S0.35 
so .ss 
Sl.l1 
S1 .73 
S3.46 

SO.Ol 

s l. 15 
Sl .85 
S4 .96 

I 

I 

I 
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