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CRITICAL OATBS: 15~MONTH EFfECTIVE DATE: 11/08/99 (SARC) 

SPZCI.AL INSTRUCTIONS: NONE 

FILZ NAMB ARD LOCATION: S·\PSC\WAW \ WP\980726 . RCM 

Dix ie Gr •es Estates, inc . (Di xie .,ves or unlityl , came 
under juri~ .:tl<.>n o! this Commission on July 11, 1972 , by 
resolution ot: the Pasco County Commission. The utlllty .l!. a Class 
C uLility providing water service to approxunatoly 336 customers ir. 
Pasco County . By Order No. 6417, issued December 19, 1974, the 
Commission ordered the utility to install meters at its own cost 
within 90 days, for all custome r s not receivtnq metered se~v1ce . 
The same Order also established metered rates Co r the ultllty. By 
Order No. 7268, issued June 10, 1976, the Commiss1on established 
rate base, revenues, expenses, and cost of capital , aftet all 
r.eters were installed. 

On November 13, 1980, the utllity submitted an applicatton for 
a scaff assisted rate case. The Commission found Di x ie Groves 
eligible for staff assistance and assigned Docket No. 800712-W for 
the case . Order No. 1053S, issued January 20, !982 , establl.shed 
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rate base for D1xie Groves, and approved an annu~l reve"ue Lncrc•se 
of S312 . The utility also received pnce 1ndcx ad)ustments Ut 

1983, 1985, and 1990,, along with one pass-1 ' rough price adjustm .. nl 

in 1996. 

On June 9 , 1998 , the ut1l1ty submltLPd , application for thl'l 
staff assisted rate case. The cover letter submltt'!ld with ttw 
application requested emergency Interim rates within the scop~ o t 
the utility's staff assisted rate case. Staff completeJ d 

preliminary analysis of the utll i ty using the utility's 1997 1nnud 1 
report and other data prov~ded by the utility. Staff discussed the 
feasibility of emergency Interim rates with the utillty and 
informed it that based on the preliminary information, st,ff 
believes the utility does not qual1fy for emergency rarcs. 
However, the utility disagreed with staff's opinion. Ttlts 
recommendation addresses whether the utility should be allow••d , ,, 
collect ernerqency interim rates within the scope o! its st ,,f f 
assisted rate case . 
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DISCQSSIQN or ISSUIS 

ISSQJ 1: Should Dixie Groves Estates, Inc. be granted emergency 
interim rates withi n the scope of this staff aosisted rate case? 

NCCIICitJPA%1(1!: No, Dixie Groves Estates, 
granted emergency intorim rates within its 
~ase. (C~SEY , EDWARDS, REYES) 

Inc. should not be 
staff llSsistcd rate 

ST~ JUIN.XSIS: un June 9, 1998, staff received the utility's 
application for a Jtaff assisted rate ca~e accompanied by a cover 
letter from the utility requesting emergency interim rates within 
this rate case. A utility may receive "interim" rates pursudnL to 
the interim statute set f orth in Section 367 . 082, Florida statutes. 
Although Section 361.082, Florida Statutes , contains very broad 
language reqarding the availability of interim rates, it h~s been 
past Commission practice and policy not to use Section 36?.082, 
Flor1da Statutes, in staft'-assisted rate cases . 01 xie Groves' 
petition was filed under Section 36? . 081 4, Florida Statutes, which 
does not include a provisi ~n for interlm rates. 

By Order No. PSC-96-1284-FOF-WS, issued October 15, 1996, in 
Docket No. 960799-WS, the Commission stated, "Although the 
Commission recognizes that if Lake Suzy was a Class A or Class B 
utility it would have been able to request intertm rates dur1ng the 
ratemaking proceeding, this only suggests that perhaps we should 
see-k a statutory change whi ch allows interim rates for staff
assisted rate cases where it is needed." As a follow-up to that 
order , the Commission did propose, as part of a legislative package 
in the 1991 legislative session, si..Jtutory language which would 
have allowed Class C utilities to request interim rates; however, 
the legislative package was withdrawn. 

However, as recoynized in Order No. PSC-96-1284-FOF-WS, the 
Commission has granted emergency rates in unique circumstances . 
The Commission has been reluctant to do so because there is 
typically a lack of adequate financial data to set rates until th~ 
staff audit. is completed, anJ due to a concern over Class C" 
utilities' aoility to refund. ctoth of these concerns stem from a 
desire to protect the ratepayers 1n tne event rates are set too 
high. ~. ~. Order No. PSC-93-0633-FOF· •w , Order Granting 
Emergency Temporary Rates and Placing Docket 1n Monitor Status , lu 
Rei Application for Sta!f-Asshted Rote Case by L.C,M. Sewer 
Authority in Lea County, 93 f'PSC 4:G06, Apl"il 22 , 1993. 
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In restricting emergency rel~ef to un1que c1rcumstances, the 
comm-ss~on has attempted to encourage tlmely see king of rate 
rel1ef. ~. ~. Order No. PSC-94-1053-fOF-WS, Oc-:ler Denying 
Petition for £merg~ncy Rates or for Recons1deration of Order No. 
24653, In Be: Apolication for Staff-Asststed Rate Case in Yoly,ia 
County by PINE ISLAND UTILITY CORPORATION, 94 fPSC 8:510, August 
29, 1994 (emec-gency rates denied because apptopriate only where 
urvnediate and UrQent need in very unique cl.rcum:nances) . !:! .. Order 
No. PSC-93-1844-FOF-WS, Order Granting Emergenc y Rates and Charges, 
In Be; Application for Stoff-Assisted Rate Case in Marion Coynty by 
ASTOR WEST. INC . , 93 FSPC 12:528, December 28 , 1993 (Commission 
does not ordinarily consider emergency rates 1n a staff-assisted 
rate case unless utility is in receivership, in order to encourage 
timely seeki .) of rate relief) . 

Staff reviewed the utility's 1995, 1996, and 1997 annual 
teports, along with information submitted on the SARC application, 
to determ~ne if the utility would qualify for emergency rates. The 
utility also provided staff with cop1es of 1nvoices from the 
utility operator, along with a copy of a Department o! 
Env1ro~mental Protection (DEP) report showing deficiencies which 
needed to be corrected. When an analys1s is done to determine if 
a ut1llty is eligible for emergency rates in staff ass1sted rate 
case5, staff reviews operation and maintP~ance expenses, along with 
taxes other than income, to determine if the utility is meeti• • 
day-to-day operating- expenses. Depreciation, amort.~ zat ion, ar, 
return on capital are not considered in the analysis . 

In this case, Dixie Groves is snow1ng an estimated $30,088 
cash shortfall in 1997. Staff made a number of adjustments for its 
analysis . The utility's revenues were 1ncreased by $262 to 
annualize .an index and pass-through rate adjustment which was 
eftectlve March 1, 1997. Ot the $30 , 088 cash shortfall, $19 , 502 
1s related to salaries and benefits of the owners or relatives. 
There was a related-party transfer of the ut 1 l l ty completed in 
1997. Staff removed the $19,502 in salar1es and benefits of the 
owners and relatives and included $9,600 Cor a manager's salary 
whi ch was the amount reported in the utllity's 1996 annual report 
pri or t o the transfer. The utility was required to install an aqua 
maq unlt because its treated water has fa1led lead and copper 
testing. Chemical expense was increased by $2,528 to reflect the 
cost o ! the aqua maq chemical now required of the utillty. A 
further analysis of operation and maintenan~e expenses shows $4,941 
o! the shortfall was attributed to purchases ot utility plant which 
should have been capitali2ed instead of expensed. Staff removed 
the $4,941 from contractual servic~s to refl~ct the uL!lity plant 
wh1ch should have been capitalized. A review o f tests required by 
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the DEP and Southwest florida Water Management D~strl~t showed d 
number of tests which needed to be annuali .c:ed. Contra.:lual 
serw1ces expense was increased $482 to reflect the annuallzatton o f 
required water testing. 

Staff's analysis, as shown on Schedule No. l, shows the 
utility will experience an est1mated cash shortfall of $17,993 on 
an annual basis r rior to receiving final rates tn the :~taft 
assJ.sted rate case. TLe utility's last rate case (Docket No . 
800712-W) was processed 18 years ago . It appears the present cash 
shortfall has been caused by the utility not filtnq f ~r ttmely rate 
relief. Although repairs and replacements hav" been made to 
utility plant as required by DEP, and additional water testing is 
now being r equired of the utility, they should be expected 1n the 
normal course of utility operations. Accordingly , staff does no t 
believe any unique circumstance is evident 1n this case . 
Therefore, based on our analysis, staff recommends denial o! 
emergency rates given the absence of any unique ctrcumstances wtnch 
would support the collection of such rates durlnq the pendency of 
th1s proceeding. 
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ISSUI 2: Should this dockeL be closed? 

• 
IUIICXJ01Ioi!PSPATlCIJ : llo, this docket should remain open for pn;.cessing 
of the utility's staff at~sisted rate case. (CASEY, EDWARDS, REYES) 

STAll !!f!I.JSII: This recommendation concerns only the utlllty's 
request for emergency rates within the scope of its staff asatsted 
rate case. This docket should remain open pending the completion 
of the staff audit, engineering analysis, and final recommendation 
scheduled to be filed January 7, 1999 for the January 19, 1999 
agenda conference. 
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OOUE GROIIES ESTATES, IHC. 
TEST YEAA EHOIHG OECSI8ER 31, 11111 
A1W. YSIS C1f WATER OPetATION Nil) 

SCHEOULE NO 1 
DOCl<ET NO 111101211-WU 

MAINTENAHCE EXPEHSES NfO TAX£8 
OTHER TliAH INCOME FOR BoEROEHCY RATES STIR-

AOJUST. 
111116 1M 11187 TO 11181 TOTAL 

PERUTIL PERUTIL PER UTll.. AOUA£8 PER STAFf 

QBCWI 8!V£HUI! ' 25.300 • lUl7 • 28,421 • 212 (1) • :ZUlli 

CftiWlOH AND "fi'TEJMHCI ..... I 

um OTlM;1l DW4.,.,.. 
STATE N:J VALOREM TAX£$ • 0 • 0 • 111 • 0 
LOCAL PROPERTY TAX 301 ,. 

1.3n 0 
FEOEAAI.. INCOME TAX 0 0 1,1582 ( 1,!1t12) t2l 
STATE INCOME TAX 0 0 0 0 
REGUlATORY ASSESSMEHT FEE 1,0)11 ' · 140 1,1811 0 
CORPORATE RENEWAL 200 200 185 0 
INTANGIBLE :ze 4«1 4l 0 
PAYROll 0 134 0 0 
UC£NSE 0 111 0 0 ,--;:r,-.--3.ID • 4,S&-4 • (1,1582) 

EST\MAT£0 CAm1 FLOW • 1,0111 • (8,002) • (30,088) 

He-. 
1 TOWWIU ore11181-$JeiO•jlftc.,.,_MdPM' h~,..~~Metdl1.11187 
2 Todlulow(tot~aten•QIIiiCJ,..OOI ' I .... ,,..,....._.,.,...,_,~,._al,__,~ 
3 To -..IIZ:e ~ INII"*...., OOil+ a.m. 
4 (t) To tnnulolu DEP 8ld ~ ,...._, ~ ~ 

(b) To,_~,.,. .Hcfl llloiM tww Min (14,841) 
5 To lnc:aJde CCMIIrac:tulii...W. en1CM'II b.._, ,.-ell' • "-on 111110.,.,.. repol1 priOf Ill ~nn• 
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