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Re: Docket No. 000467-WU - Application for Staff-Assisted Rate Case in Pasco County by Gem 
Estates Utilities, Inc. 

Dear Mr. Parsons: 

In response to your letter received by the COnmUssion on October 27,2000, I would like to 
take this opportunity to address your concerns. On October 19,2000, the COnmUssion's staff held a 
customer meeting at the Gem Estates' Clubhouse. At that meeting, it was discussed how staff initiated 
their preliminary recommendation for this rate case. Let me take this opportunity to briefly explain 
how the Florida Public Service Commission establishes rates. Pursuant to Section 367.081, Florida 
Statutes, the Commission shall set rates which are just, reasonable, compensatory, and are not 
unfairly discriminatory. In determining the revenue requirements for the water and wastewater 
services, the Commission employs the rate of return methodology established in Chapter 367, 
Florida Statutes. This ratemaking process is used for all water and wastewater companies and is also 
used in the electric and gas industry. It is the same approach used throughout the country by various 
state and federal utility regulatory bodies. 

There are many factors that affect the cost of providing service and hence, the rates charged 
to customers. Some of the factors affecting the cost of providing service include the size and age 
of the utility system, the quality of the water at its source, the number of customers, and the 
geographic spread of the service area. During a rate case, the Commission's accountants, engineers 
and economists examine the financial and engineering information filed by companies as part of a 
rate increase application. The Commission's auditors also examine this information and publish the 
results of their findings in an audit report. Recovery of any costs found by the Commission to be L..J 
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Further, staff is scheduled to submit a formal recommendation to the COnmllssion on 
December 7,2000, and the Commission vote on this matter is scheduled for December 19, 2000. 

I hope I have responded appropriately to your concerns. If you need additional information 
or if I can be of any further assistance, please do not hesitate to contact me at (850) 413-6934 or 
Johnny Butts at (850) 413~6920. 

-7 
roy Rendell 

Public Utilities Supervisor 
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cc: 	 Division of Economic Regulation (Willis, Butts, Ted Davis, Lingo) 
Division of Legal Services (Brubaker) 
Division of Records and Reporting (000467-WU) 
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If you want to let the Public Service CommissK>n know how you feel about this case, please fill out 

this comment form and retum it by mail. It Will be placed jn a correspondence file. 
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