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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition of GULF AIRE WASTEWATER) 
TREATMENT PLANT for implementation of ) 
allowance for funds prudently invested ) 
charges in Gulf County. ) ________________________________ ) 

DOCKET NO. 881024 - SU 

ORDER NO. 20886 

fSSUED: 3-13-89 

The following Commissioners partic i pa ted i n the disposition I 
of this matter: 

MICHAEL Mr.K. W~LSON, Chairman 
THOMAS M. BEARD 

BETTY EJ'.SLEY 
GERALD L. GUNTER 
JOHN T. HEPNDON 

NOTICE OF PROPOSED AGENCY .'\CTION 

ORDER ESTABLISHING ALLOWANCE FOR FUNDS 
PRUDENTLY INVESTED (AFPI ) CHARGES 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission tha t the actions discussed herein are preliminary in 
nature and will become final unless a person who se interests 
are substantially affected files a petition for a formal 
proceeding in accordanc~ with Rule 25-22.029, Florida 
Administrative Code. 

Gulf Aire Properties, Inc. d/b/a Gulf Aire Waste~ater 
Treatment Plant (Gulf Aire) is a utility which provides sewer 
service to a small community in Gulf County. On July 29, 1988, 
Gulf Aire filed an application for an AFPI charge. The 
application was deficient because it did not include a filing 
fee or proof of notice as required by Rules 25-30.565(2) and 
(3), Florida Administrative Code. Gulf Aire paid the proper 
filing fee on December 13, 1S88, and submitted proof of 
publication of notice on January 12, 1989. 

The purpose of an AFPI charge is to allow a utility to 
recover a fair rate of return on the portion of the plant 
facilities which were prudently constructed, but exceed the 
amount necessary to serve current customers. Commission policy 
has been to accumulate the carrying costs associated with the 
excess plant as an AFPI charge to be collected from future 
customers at the time of connection. This one-time connection 
fee is based upon the number of equivalent residential 
connections (ERCs) and is generally applicable to all future 
customers who have not already prepaid connection fees, 
contributions-in-aid-of-const ruction or customer advances. 

Gulf Aire has requested one AFPI charge fo r both the 
collection system and the treatment plant. Howeve r, since the 
collectio,n system wi 11 be able to serve more F.RCs than the I 
treatment plant, we believe t hat it is more appropriate to 
split the proposed single charge into s epa rate chJrges for the 
treatment plant and collect ion system. 
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Wastewater Treatment Plant 

Gulf Aire' s application listed $ 208,381 in treatment plant 
cos t s, 30.06 percent of which are related to futu r e growth. 
These costs i nclude approximate ly $4 5,000 for an upgrade to the 
ex i sting plant, which has no t yet been ini t i ated. However, 
since Gulf Aire i n forms us tlla t the upgrade will be commenced 
in~~nediatelv and coruplet ed in approll.imately fifte2n ddys, we 
\./ill 1nclude this amount in our calculation of the app r opriate 
AFPI charge. Further, the upg rade wi 11 cost very 1 itt le per 
ERC, yt!t will more than double the capacity of the e xisting 
fac ility. By i ncludhg the additional cost and capacity, t he 
AFPI ch c; rge wi ll be dramatically l owe r ed a nd will more 
accurat~ ly represent the future carrying costs per ERC. 

We have also included an additional $1 3, 750 in o ur 
calculation fo r the costs of alternative treatment during the 
time that the upgrade is under construction. Th is inc ludes 
$ 12,000 to sh i p t he sewage a nd $ 750 for treatment. We have 
also made one other adjustment in ou r calcula t i on of t he 
appropriate AFPI charge. Gulf Aire calculated capac ity in 
terms of ERCs and current customers in t e rms of connections. 
We have, therefore, increased the number of future ERCs to 
105. Further , si nce we have inc lude d costs not yet incurred, 
we d o not believe that the charge for the treatment plant 
should begin accumulati ng in August , 1988 as proposed by Gulf 
Aire . Since Gulf Aire has info rmed us that the plant upgrade 
wi ll be c ompleted within approximately thirty days from the 
date of our vote on this matter, we beli eve that the c harge 
should begin accrui ng in April, 1989. 

Based upo n the di scussion above, we hereby a pprove the AFPI 
c harges as set forth in Schedu le 1-A of this Order. These 
cha rges will be applicable until Gulf Ai re extends service to 
105 adoitional ERCs. Once Gulf Aire has extended service lo 
these 105 additional ERCs, t he AFPI charges will no l onger be 
applicable. 

Wastewater Co llection System 

S i nce the wastewater collection s ystem is capable of 
serving more ERCs than the treatment plant, we believe t hat the 
carrying costs for the col lec tion s y stem s hould be s pread ove r 
the number of fu t ure ERCs that the co l lection system is capable 
of s e rving . As noted above, Gulf Ai r e ca lculated capacit ies in 
terms of ERCs but curren t c u stomers i n terms of conne ct i o ns. 
We have, therefore, conve r ted current connec tions to ERCs. 
This result s in 147 future ERCs f o r t he collecti o n s ystem. In 
addit i on, unlike the treatment plant, t he wa s t e wa te r 
collection s;-rstem h as a lready been completed. Therefo re, we 
h ave calculated an AFPI c harge for the collect ion system whi c h 
begins accruing in J a nuary, 1989. 

Based upon the discussion above, we here by approve the AFPI 
charges as set fo r th in Schedu l e 1- B of t hi s O· der. These 
charges will be applicable unti l Gulf Aire extends service to 
147 additional ERCs. Once Gul f Aire has extended serv ice to 
these 147 addi tiona l ERCs , the AFP l charges will no l o nger be 
applicable. 
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AFPI Accrual Period 

Finally , we believe that five ye ars is a prude nt amount of 
time for which to build excess capacity. We gener ally consider 
a " y plant constructed f o r mo re than five years in the future to I 
be excessive, unless extrao r d inary o r unus ual circumstances are 
demonstrated. Gulf Aire has no t provided a ny suppo rt for a 
longer period. Thert::fo re, Schedules 1-A and 1-B p ::ovidt! AFPI 
charges for five-year pe riods . The AFPI charge for the 
tr,eatment plant will be g in in April, 1989, and accrue until 
Ma r ch , 1994. The AFPI cha rge for t ho:! collection system will 
beg i n in January , 19 89, and accrue unti l December. 1993 . After 
the expiration of these five-year periods, Gulf Aire may still 
collect AFPI. however. the charges wi l l remai n fixe d reflecti ng 
that Gu l f Aire should bea r the carrying c osts o f lhe excess 
plant after that date. 

It is, therefore, 

ORDERED by the Florida Pub I ic Servi ce Commi ss i o n that t he 
prov1s1ons of t his Order are pre I iminary in nature and wi 11 
become final un l ess a perso n whose interests are substantial ly 
affected files a petition for a f o rmal proceeding in accordance 
with Ru l e 25- 22 . 029, Flo rida Administrative Code, with the 
Director of the Division of Reco rds and Reporting, 101 East 
Gaines Street, Tallahassee, Flo rida 32399-0870, before the 
close of business on April 1, 1 9 8 9 . It i s further 

ORDERED that Gulf Aire Waste water Treatment Plant's request 
for an AFPI charge is he r eby approved, in part, as set for t h i n I 
the body of this Order. It is further 

ORDERED that a 11 port ions of thi s Order, whether in the 
form of discourse or schedules attached hereto are , by 
reference, expressly incorpo rated herein. I t is further 

ORDERED that, if this Orde r becomes final, Gulf Aire 
Wastewater T r eatment Plant shall file revised tariff pages 
which shall be effective on or after t he stamped approval 
date. The revised tariff pages will be approved upon staff's 
verification that they are in acco rdance with the Commission ' s 
decision . 

By ORDER of the Flo rida Publi c Service Commission, 
1989 this 13th day of MARCil -------------------

( S E A L ) 

RJP 

STEVE TRIBBLE, Director 

by;..· _ ... l~~'if-~~...;...;;~..;...._-­
-Chilt, eureJGOiRecords I 
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NOTICE OF FURTHER PROCEED INGS OR JUDICIAl, REVI EW 

The Florida Public Service Commission is tequired by 
Section 120 . 59(4), Florida Statutes, to notify par ties of any 
administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida 
Statutes, as well as the procedures and time limits t hat 
apply. This notice ~ hould not be cuns~ruPd tc ~can all 
requests for an administrative hearing or judicial review will 
be granted or result in the relief sought . 

The action proposed herein is preliminary in na t ure and 
will not become effective or final, e xcept a s provided by Rul e 
25-22 . 0 29, Florida Administrative Code. Any person whose 
substantial interests are affected by the action pruposed by 
this order may file a pe tition for a formal proceeoi ng, as 
provided by Rule 25-22.029 (4) , Florida Admin istrat ive Code, in 
the form provided by Rule 25-22 .036(7)(a) and ( f), Florida 
Administrative Code. This petition must be received by the 
Director, Division of Reco rds and Reporting at hi s office at 
101 East Gaines Street, Tallahassee, F lorida 32399-0870, by the 
close of business on April 3, 1989. In the alJsence of such a 
petition, this order shall become effective Apri 1 4, 1989 as 
provided by Rule 25-22.029(6), Florida Admini strative Code, and 
as reflected in a subsequent order. 

Any objection or protes t filed in t hi s docket before the 
issuance date of this order i s considered abandoned unless it 
s atisfies the foregoing conditions and is r enewed within the 
specified protest period. 

If this order becomes final and effective on April 4, 1989, 
any party adversely affected may request judicial review by the 
Florida Supreme Cour t in the case of an electric:, gas or 
telephone utility or by t he First District Court of Appea l in 
the case of a wate r or sewer utili.ty by filing a notice of 
appeal with the Director, Division of Record s and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropriate court. This filing must be completed within 
thirty (30) days of the effective date of t hi s order, pursuant 
to Rule 9.110, Florida Rules of Appe llate Procedure. The 
notice of appeal must be in the form specified in Rule 
9.900(a), Florida Rules of Appellate Procedure. 
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GULF AIRE WASTEWATE!' TkEJ,TMENT PLANT 
TRE~TMENT FACILITIES 
DOCKET NO . 881024-SU 

Allowance for Funds Pru~ently Invested 
Schedule oC Charges : 

1989 1990 1991 

January N/A 126.64 286.63 
February N/A 141.73 302.25 
Ma r·ch N/A 154.61 3 15.68 
April 12 .86 168.03 3'30.30 
May 25.77 181.46 344.93 
June 36.65 194.68 3 59.55 
July 51.54 208.30 3 74 . 18 
August 64.42 221.72 388 . 80 
September 77.31 235 . 14 403 . 43 
October 90. 19 248.57 418. OS 

November 103 . 07 261.99 43 2 . 68 
December 115 . 96 275.41 447.30 

I 
SCHEDULE 1-A 

1992 1993 1994 

461.93 650.97 857.94 
476.55 666 . 95 875.44 
4 9 1.18 682.93 892.94 
507.16 700.43 N/A 
523. 14 717.93 N/A 
539.12 735. 43 N/ A 
555.10 752.93 N/ A 
571.07 770.43 N/A 
587.05 787.93 N/A 
603.03 805.44 N/A 

I 619.01 822.94 N/ A 
634.99 840.44 N/ A 
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GVI.:"AIRE 1-'ASTEI.'AH:R TRE.AT~:EI\T l'lJo.NT 
COLLECTION FACILITIES SCIIEDU!.E 1·8 
DO~I:ET ::o. 881024-SU 

Allo..-ance ! or Funds Pruden~ly Inves ~t:d 

Schedule of Charge~: 

1989 1990 1991 

JaT\uary 11.06 144.56 266 .70 
February 22.11 156.49 301 .88 
Marc:h 33 . 17 168.39 315 .05 
April 44 .23 180.29 326.23 
May 55.28 192.20 341.40 
June 66.34 204 .10 354. 58 
July 77.40 216.01 367.75 
August 88 .45 227.91 380.93 
September 99.51 239.62 394.10 
October 110.57 251.72 407.27 
t>ovember 121.62 263 .62 420 .45 
December 132 .68 275.53 433.62 

1992 

446.23 
462.83 
477.44 
492.04 
506 .64 
521.25 
535.85 
550.46 
565.06 
579.66 
594 .27 
608.&7 
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1993 

625.08 
641.29 
657.51 
673.72 
689.93 
706.14 
722.35 
738.56 
754. 78 
770 . 99 
787.20 
603.41 
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