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m- October 16,2008 

Mrs. Cheryl Gegorek 
64 Golf Club Drive 
Key West, FL 33040 

Re: Docket No. 070293-SU, Application for increase in wastewater rates In Monroe County by 
KW Resort Utilities Corp. 

Dear Mrs. Gegorek 

The purpose to this letter is to c o m t  certain idormation in my letter to you dated October 6,  
2008. The next to the last paragraph should have read as followed. 

With respect to KW 's case, the staff "mendat ion is scheduled to be submitted 
December 4, 2008, and is scheduled to be heard by the Commissioners at the 
December 16,2008, Agenda Conference. Once the Commissioners vote on the staff 
recommendation, a Final Order will be issued within 20 days. After the Final Order is 
issued, a party may appeal the order to the First District Court of Appeal. Such appeal 
must be filed within 30 days of the date of the order. 

Thank you again for your correspondence in which you expressed concerns regarding a rate 
increase requested by KW Resort Utilities Corp. If you have any additional questions, or require 
further assistance, please call me at (850) 413-6877 or email me at lroberts@,psc.state.fl.us. 

Sincyely- 

%3dh4*  
Lydia Roberts 
Regulatory m y s t  II 

cc: Office of Commission Clerk (Docket No. 070293-SU) 
Division of Economic Regulation (Roberts, Bulecza-Banks, Fletcher) 
Office of the General Counsel (Jaeger) 
Office of Public Counsel (Burgess) 
F. Marshall Deterding, Esq. (KW Resort Utilities Cop.) 
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October 13,2008 

hfrs. Cheryl Gegorek “T NO. 
64 Golf Club Drive 
Key West, FL 33040 

Re: Docket No. 070293-SU, Application for rate increase in Monroe County by KW Resort 
utilities Corp. 

Dear Mrs. Gegorek 

Thank you for your correspondence in which you expressed concerns regarding a rate increase 
requested by KW Resort Utilities Corp. (KW or Utility). To ensure that the Commission staff and the 
Commissioners have knowledge of your concerns, your letter has been placed on the correspondence 
side of the docket file for all to review. 

In your email, you discuss your concern that customm will be responsible for paying for 
acquisitions made by KW. KW does not own any other Utility. Mr. Smith, the owner of KW, owns 
other businesses but the cost of those acquisitions are not on the books and records of KW. The only 
expenses the Utility is allowed to recover are those that are prudent and necessary to provide 
wastewater services. Any expenses the Commission staE considers unnecessary to provide 
wastewater services will be eliminated in the determination of rates. 

As a way of background informalion, I would like to provide an overview of the 
Commission’s rate case process that I hope you will find helpll. The rate case process begins when a 
Utility files a request for approval of a test year. The test year is the time period on which the Utility 
will base its need for a rate increase. In the KW case, the Commission Chairman appmved a test year 
of December 3 1,2006. 

On August 3,2007, The Utility filed its application for an increase in its wastewater rates in 
Monroe County. Pursuant to the request of KW, this rate application was set directly for hearing on 
February 6 and 7,2008. However, when it appeared that the Utility might be sold, KW requested a 
continuance, which was granted. However, when the negotiations for the sale of the Utility 
reached an impasse, KW requested that the hearing be rescheduled. That request was granted, 
and the hearing was rescheduled for October 1 and 2,2008. 
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As you are probably aware, a customer hearing was held at the Old City Hall in Key West on 
October 1,2008. During the meeting, customers were given an opportunity to express their opinions 
and concerns regarding KW 's rates and service. Customers provided verbal comments while others 
submitted written comments. This input will be taken under advisement when staff formulates its 
recommendation on the proposed final rates. 

With respect to the development of rates, the Commission is required to set rates that are just, 
reasonable, compensatory, and not unfairly discriminatory. To determine the appropriate rates for 
service, the Commission uses a ray of return methodology as set forth in Chapter 367, Florida 
Statutes. Under the rate of return methodology, a utility is allowed to eam a reasonable retum on its 
prudently invested property @tk used and useful in seiving the public, less accrued depreciation plus 
an allowance for operating capital. This ratemaking process is used for all water and wastewater 
companies. 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 c h g e d  to 
customers. Some 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, engineem and economists 
examine the h c i a l  and engineeing information filed by the company as part of its rate increase 
application. The Commission's auditors also examine this information and publish the results of their 
findings in an au&t report. AU costs found to be imprudent or unreasonable are disallowed for 
recovery from the ratepayers. 

With respect to KW 's case, the staffrecommendation is scheduled to be submitted December 
4, 2008, and is scheduled to be heard by the Commissioners at the December 16, 2008, Agenda 
Conference. Once the Commissioners vote on the staffrecommendation, a PAA Order will be issued 
within 20 days. After the PAA Order is issued, any substantially affected person may protest the order 
within 21 days. If there is no protest of the PAA Order, the W e r  becomes h a l .  

I hope the above infomation has been helpll. If you have any additional questions, or 
require M e r  assistance, please d l  me at (850) 413-6877 or email me at lroberts@,psc.state fl.us. 

Sincerely, 

Lydia Roberts 
Regulatory m y s t  II 

cc: Office of Commission Clerk (Docket No. 070293-SU) 
Division of Economic Regulation (Roberts, Bulecza-Banks, Fletcher) 
Office of the General Counsel (Jaeger) 
Office of Public Counsel (Burgess) 
F. M m h d  Deterding, Esq. (KW Resort Utilities C o p )  
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Application for an increase in wastewater rates in Monroe County 

K W Resort Utilities Corp. 
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___-----_ - 
If you want to let the Public Service CommisslonXnow how you feel about this case, 

you may fill out this comment form and return it by mail, or send a fax to 1-800-511 -0809. 

Correspondence will be placed in the file of this docket. /%--A 
C O N S U M E R  C O M M E N T S  

Fold and tape -- see back for address 
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9/29/2008 10:05 AM 
Office of Commission Clerk Official Filing 

. Ruth Nettles 

From: Ruth McHargue 
Sent: Monday, September 29,2008 10:05 AM 
To: Ruth Nettles 
cc: Kimberley Pena; Cheryl Bulecra-Banks 
Su blect: Fw: KW Resort Utlllties Rate Increase 

Please add to docket file. 

__--. Original Message----- 
From: Consumer Contact 
Sent: Monday, September 29, 2008 9:29 AM 
To: Ruth McHargue 
Subject: KW Resort Utilities Rate Increase 

TO CLK 

.____ Original Message----- 
From: contact@psc.state.fl.us [mailto:contact~sc.state.f~.usl 
Sent: Saturday, September 27, 2008 12:34 PM 
To: Consumer Contact 
Subject: E-Form Other Complaint TRACKING NUMBER: 15325 

Complaint filed with PSC 

Select County: MONROE 
CUSTOMER INFORMATION 

Name: Cheryl Gegorek 
Telephone: 305-745-8890 
Email: Squirrelbay@aol.com 
Address: 151 Shore Drive Sugarloaf Key 33042 

BUSINESS INFORMATION 

Business Account Name: Cheryl Gegorek 
Account Number: GCBOlO 
Address: 64 Golf Club Drive Key West FL 33040 

COMPLAINT INFORMATION 

Complaint: Other Complaint against K W Resort Utilities Corp. 
Details: 
KW Resort Utilites wants to increase their fees. I believe it is because they have taken 
on other utilites besides the Golf Club, which have nothing to do with the Golf Club 
expense. Why should the Golf Club pay for their acquistions? 
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