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FINAL ORQER SETTING BATES AND CHARGES 

BY THE COMMISSION: 
BACKGROUNQ 

Gulf Utility Company (Gulf or utility) is a Class A utility 
which serves approximately 7,040 water and 2,435 wastewater 
customers in Lee County, Florida. The utility is located in a 
water use caution area as designated by the South Florida Water 
Management District (SFWMD). We last established rate base for 
Gulf's wastewater facilities by Order No. 2027~, issued November 7, 
1988, in Docket No. 880308-SU. Rate base for water facilities was 
last establiahed~ by Order No. 24735, issued July 1, 1991, in Dock~t 
No. 900718-WU. 

On June 27, 1996, Gulf filed an application for an increas~ in 
wastewater rates, approval of a decrease in water rates, and 
approval of service availability charges. The minimum filing 
requirements (MFRs) were satisfied on August 23, 1996, which was 
established as the official filing date pursuant to Section 
367.083, Florida Statutes. The utility's requested test year for 
interim purposes is the historical year ended December 31, 1995. 
The requested test year for final rates is the projected year 
ending December 31, 1996. 

By Order No. PSC-96~0501-FOF-WS, issued April 11, 1996, in 
Docket No. 960234-WS, we initiated an overearnings investigation 
and held $353,492 in annual water revenues subject to refund. As 
noted by that order, the overearnings investigation has been 
combined with this rate proceeding. 

By Order No. PSC-96-1310-FO~ ·WS, issued October 28, 1996, we 
suspended Gulf's proposed rates, approved interim wastewater rates 
subject to refund, and qranted the utility's request to reduce its 
water rates and held additional water revenues subject to refund. 
By Order No. PSC-96-1344-PCO-WS, issued November 14, 1996, we 
acknowledged the Office of Public Counsel's (OPC) intervention in 
these dockets. The Prehearing Conference was held on February 17, 
1997. The technical and customer hearings were held on March 5 and 
6, 1997 at the Elks Club of Bonita Springs in Bonita Springs, 
Florida. Two customer hearings were held on those dates. 
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FINQINGS OF fACT. LAW· AND POLICY 

Having heard the evidence presented at the hearing in this 
proceeding and having reviewed the recommendation of the Commission 
Staff (Staff), as well as the briefs of the parties, we now enter 
our findings and conclusions. 

STIPULATIONS 

In Prehearing Order No. PSC-97-0208-PHO-WS, issued on February 
24, 1997, all parties and Staff agreed the following stipulations 
were reasonable. We have reviewed the stipulations, which are se1: 
forth below, and find them to be reasonable, although they sh~ll 
have no precedential value in any subsequent proceed~ng. 
Accordingly, the following stipulations are approved. 

1. Wastewater plant in service will be reduced by $2,265 in 
order to correct the 13-month average balance of 
wastewater plant reported in the MFRs. 

2 . The water transmission and distribution system will be 
considered 100 percent used and useful because the water 
distribution lines are cor. t ributed. 

3. The entire wastewater collection system will be 
considered 100 percent used and useful because the 
collection system is contributed. 

4 . Test year expenses will be reduced by $792, t o remove 
lobbying-type expenses. 

5. Test year expenses will be reduced by $235 to remove 
expenses related to rotary club dues . 

6. Charitable contributions will not be included in 
operation and maintenance expenses. 

7 . An adjustment of $8,000 will be made to remove expenses 
for pond cleaning from the test year. 

8. Consulting costs associated with the overearnings 
i nvestigation case will be considered rate case expense 
and included in Gulf's documentation for requested rate 
case expense. Test year expenses should be reduced by 
$4,205 for water and $1,979 for wastewater. 
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9. Payroll taxes will be allocated based on the ratio of 
payroll costs between water and wastewater. The amounts 
are subject to the resolution of other issues. 

10. Test year regulatory assessment fees will be computed to 
reflect 4. 5 percent of adjusted test yetJ.r revenues, 
resulting in adjustments of $(715) for water and $(1051} 
for wastewater. 

11. Private fire protection rates shall be calculated in 
accordance with Rule 25-30.465, Florida Administrative 
Code. 

12. For both water and wastewater refund purposes, the final 
revenue requirements will be adjusted to remove any 
ratemaking components which were not in service or not 
incurred during the time interim rates were in effect. 
These adjusted revenue requirements will be compared to 
the adjusted test year revenues to determine whether any 
refund shall be ordered. The water test y~=r revenues 
shall be annualized for the two time periods using the 
rates prior to the water interim rate reduction and the 
rates subsequent to the ~ater interim rate reduction. 

13. The appropriate allowance for funds used during 
construction (AFUDC} rate will be based on the rate of 
return found to be fair and reasonable by the Commission, 
and pursuant to Rule 25-30.116, Florida Administrative 
Code. The rate will be effective January 1, 1997 . 

14. The cost of common equity capital shall be determined 
using the leverage formula in effect at the time of the 
Commission's decision in this case. OPC had no position 
as to the use of the leverage formula, but did not take 
issue with it in this proceeding. 

15. If any plant costs related to funds received from the 
SFWMO's Alternate Water Supply Grants Program have been 
included in projected rate base, those costs shall also 
be included in rate base as contributions in aid of 
construction (CIAC) . Regardless of the ratemaking 
treatment followed i n this rate case, the grant shall be 
recorded as CIAC on t he ut i lity's books when received. 

4 
1 
1 
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In no event shall the amount of ClAC exceed the amount of 
related plant in rate base resulting from this 
transaction. 

OUbLITY OF SERVICE 

Pursuant to Rule 25-30.433(1), Florida Administrative Code, 
this Commission evaluates the utility's quality of service based 
upon the quality of tha utility's product, the operational 
conditions of utility's plant and facilities, and the utility's 
attempt to address customer satisfaction. We also consider 
sanitary surveys, outstanding citations, violations and consent 
orders on file with the Department of Environmental Protectic•n 
(DEP) and county health departments (HRS) or lack thereof over ~ne 
preceding 3-year period. 

According to Staff witness James Allen of DEP and Andrew 
Barienbrock of HRS, Gulf is in compliance with state and other 
regulatory requirements. Its water treatment plant and 
distribution system and wastewater collection and treatment system 
are in good operational order. They further testified that the 
utility has not been the subject of any enforcement actions. 

The level of customer satisfaction which results from .. he 
utility's relations with its customers is also evaluated by a 
review of recent complaints and with direct customer testimony at 
the hearing. Approximately 100 persons attended the service 
hearing; eleven customers provided testimony. Five golf course 
representatives testified opposing the establishment of a reuse 
rate and six residential customers testified regarding the rate 
increase in general. Two cust omers addressed water quality related 
to corrosivity, hardness and taste. 

Based upon our review of evidence in the record, we conclude 
that the quality of service provided by Gulf to its customers is 
satisfactory. 

FIRE FLOW 

In this proceedi ng, we reviewed the utility's provision of 
adequate fire flow to its service area. The utility included a 
fire flow component of 1500 gallons per m~nute (gpm) in its used 
and useful calculations. Two representatives from local fire 
departments testified that the utility did not meet adequate fire 
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flows at all of the hydrants in the service area. The utility 
asserted that it was not required to meet the fire flow level set 
forth in local regulations, and that its own tests yielded more 
satisfactory results. 

Utility witness Steven Messner, Operations Manager for Gulf, 
stated that not all fire hydrants met the utility requested 1,500 
gpm. Staff witness Thomas Beard, a fire inspector for the San 
Carlos Fire and Rescue Service District testified that in some 
residential and commercial areas, the utility cannot produce 750 
gpm at its fire hydrants. More specifically, he testified that 35 
of 56 (62.5 percent) hydrants in commercial areas and 75 of 341 (22 
percent) fire hydrants in residential areas do not meet fire flow 
needs for those areas. 

Staff witness Bernard Kleinschmidt, employed by the Estero 
Fire Control and Rescue Service District as its Deputy Chief, 
testified that fire districts are graded by the Insurance Service 
Organization (ISO), an agency that classifies and rates fire 
departments throughout the country. The grading system is used by 
insurance companies to set insurance rates within the area covered 
by the respective departments. Both witnesses testified that lower 
fire flows result in added costs to construction of buildings by 
requiring sprinkler systems and additional fire walls t0 be 
installed. Mr. Beard testified that according to the development 
standards, set forth in Section 12 of the Lee County Development 
Code, if 750 qpm is not met, the development order will not be 
approved. 

OPC asserted that the utilitv does not provide sufficient fire 
flow to its entire service area. OPC also questioned Mr. Beard 
regarding the requirements of the Florida Gulf Coast University 
(FGCU). Mr. Beard testified that according to calculations based 
on the Lee County Development Code, using the Hayes and Williams 
formula for fire flow, most of the university buildings do not come 
up to fire flow units. According to Mr. Beard the buildings 
require flows ranging from 755 gpm to 2,493 gpm. When asked how 
much flow is available to the university, Mr . Beard answered that 
several tests on the line performed in January, 1997, ranged from 
1,064 gpm to 1,099 gpm. That is less than half the required flows 
required according to the calculations. 

During rebuttal, utility witness Elliott testified that 
Section 12 of the Lee County Development Code relied upon by Mr. 
Beard had been replaced by Section 10-385 of the current 
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development code. Mr. Elliot testified that the utility was not 
obligated to meet the local code because it referred to new 
development. He further testified that the utility was not 
required to retrofit the system under the new ordinance. 

Mr. Elliott testified that three fire flow tests conducted by 
a state certified fire sprinkler contractor on January 14, 1997, 
yielded acceptable fire flow results. The tests were taken at the 
extremities of the Gulf service area. According to Mr , Elliott, 
the difference between the fire flow tests conducted January 14th, 
and those conducted by the San Carlos Fire Department, is that the 
duration of the test was a minimum of ten minutes, in contrast to 
the Fire Department's three to five minute test . Mr ElU.ot 
testified that the ten minute test permitted sufficient time ~or 
the high service distribution pumps to provide pressure. 

The utility contended that the Lee County Development Code 
relied upon by Mr. Beard had been superseded by a new section. 
However, utility witness Elliot agreed that the old Section 12 and 
the new Lee County Development Order pertaining to fire flow were 
substantially the same . Section 10-385(b) (1) of the new Lee County 
Development Code requires 750 gpm for one and t\olo fami ly 
developments when the distance between buildings is zero to 30 
feet. Section (b) (2) requires fire flows to be in accordance with 
the formula shown in subsection (b) (3) of the same section. 
Subsection (b) (4) requires a minimum flow of 500 gpm with 20 pou~ds 
per square inch (psi) residual in all cases. Section 12 had been in 
effect since 1983, so any construction done after that time would 
effectively be the same as under the new requirement. 

According to Mr. Beard, • he utility's ten minute duration fire 
flow tests were not reflective of fire department practice. Mr. 
Beard testified that, according to the American Water Wo rks 
Association, (AWWA) Manual 17 and National Fire Protecti on 
Association (NFPA) 219, there is no requirement to . le~ve a hydrant 
running 10 minutes until the pressure stabilizes. Mr. Beard 
testified that this could cause property damage and waste water to 
the extent of 10,000 gallons for each flow test. Moreover, it 
would not be appropriate to allow a fire to burn for 10 minutes 
before applying water to it. 

Based on the testimony in the record from AXpert witnesses 
Beard and Kleinschmidt, who are state-certified, practicing fire 
officials, we conclude that Gulf does not provide adequate fire 
flow protection in its entire certificated service area. Gulf is 
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therefore ordered to coordinate with representatives from the fire 
districts in its service area to correct low flow problems where 
they exist. Gulf is further ordered to report to this Commission 
in 6 months and 12 months, after the issuance date of this Order, 
detailing the corrective measures taken and the progress of the 
corrective action. 

RATE BASE 

Our calculation of the appropriate rate base for tha purpose 
of this proceeding is depicted on Schedule No. 1, and our 
adjustments are itemized on Schedule No. 1-A. Those adjustmer.ts 
which are self-explanatory or which are essentially mechanical in 
nature are reflected on those schedules without further discus~ion. 
The major adjustments are discussed below. 

Corkscrew Water Treatmtnt Plant CWTP) - One 
Million Gallon Roioct Holding Tank 

In its MFRs, Gulf requested the inclusion of a one million 
gallon reject water holding tank. The tank, to be used for holding 
reject water from the Corkscrew water treatment plant, had not been 
constructed, nor were contracts :>r construction even initiated 
during the utility requested test year ending December 31, 1996. 

The utility cited Section 367.081(2), Florida Statutes, as 
authority to include the cost of the reject water holding tank in 
rate base. This statute provides a utility with the opportunity to 
request the use of a projected test year of up to twenty-four 
months in a rate proceeding. Gulf opted to f i le its rate case 
using a 12 month projected Ldst year ending December 31, 1996. 
Gulf did not produce firm evidence of a commitment to construct the 
holding tank up to and including the hearing held on March 4 and 5, 
1997, three months after the end of the test year. When questioned 
at the hearing, utility witness Moore testified that the tank had 
not been built and that contracts for its construction had not been 
signed. Tho utility did not have any bids for the tank's 
cons truction or a firm start/completion date for the project. Mr. 
Moore testified the completion time was estimated by the engineer 
to be four months. If the project were to be initiated in April, 
t he est i mated completion date would be August. 

In i t s brio!, Gulf argued that case law requires the 
Commi ssion to i~clude the reject holding tank in rate base, because 
it is a known change that will occur within a reasonable time after 
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the test year. In support of its argument Gulf cites Gulf Power y. 
Beyis, 289 So. 2d 401, 405 (Fla. 1974) relying on McCardle y. 
Indianapolis water Co., 272 U.S. 400 (1926), and Floridians United 
y. Public Seryice Commission, 475 So. 2d 241 (Fla. 1985). We 
recognize and adhere to the holdings in these cases, but these 
cases do not apply in this instance because the utility failed to 
provide evidence of a date certain for construction of the t ank. 
In a rate case, the burden of proof is on the utility seeking a 
rate change. ~ Florida Power Corp. y. Crosse, 413 So. 2d 1187 
(Fla. 1982). 

We are mindful of the cost for filing any rate proceed.Lng. 
Had there been at least a signed contract to construct the rP.ject 
holding tank, we could have considered its inclusion i ~1 some 
manner. However, there is no date certain in the record as to when 
this tank will bo built. Therefore, we conclude that the ev~dence 
does not support the inclusion of the one million gallon reject 
water holding tank in rate base. We note that the utility could 
apply for a limited proceeding when it has firm figures and dates 
available if it can show financial need. 

New Three Oaks wastewater Treatment 
Plant CHWTPl - Chlgrine Contact Chambers 

The chlorine contact chambers are the final stage of 
wastewater treatment before disposal. Utility witness Elliott 
testified that the second chlorine contact chamber at the Three 
Oaks WHTP is a necessary element to provide the required redundancy 
to the online chamber as required by DEP Rule 62-610, Florida 
Administrative Code. 

OPC questioned utility witness Elliott aoout the DEP 
redundancy rule. Witness Elliott agreed that the rule relies on a 
reference to Federal Environmental Protection Agency (EPA) 
guidelines. Mr. Elliott also agreed that the EPA guidelines 
r equire a 75 percent backup for sedimentation basins and 50 percent 
design flow backup for disinfection of contact basins. Mr. Elliott 
stated, though, that those figures applied in an ideal world. OPC 
witness Biddy testified that the cost of the chlorine contact 
chamber should bo transferred to plant held for future use. In its 
post hearing brief, however, OPC contended that the original and 
new plant elements should have different used and useful 
percentages . 
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There is no precedent for the treatment proposed by OPC, nor 
is there any record support for different calculations for each 
required element. Additionally, since the cost for the chlorine 
contact chambers is not segregated from the total cost of the 
treatment facility, it is not possible to determiue an amount 
specifically dedicated to the chambers. Chlorine contact chambers 
are necessarily a part of the treatment plant, recorded in Account 
No. 380.4. Therefore, adjustments made to Account No. 380.4, 
(Treatment and Disposal Equipment) will automatically apply to the 
contact chambers. We have addressed the appropriate used and 
useful percentage for this plant component below. 

Old Three Oaks WWIP 

The original Three Oaks WWTP is a 0.250 million gullons per 
day (mgd) circular steel aeration treatment plant . It has been 
replaced as the primary treatment plant by the new 0.750 mgd plant. 
Utility witness Elliott testified that the old tanks are a 
necessary element in the Three Oaks WWTP process to provide the 
required redUndancy for online aeration and clarifier units 
according to D£P Rule 62-610, Florida Administrative Code, for 
Class I reliability. Mr. Elliott further testified that, upon the 
completion of Three Oaks Phase IV expansion, one of the old 
treatment tanks will be modif~ed for use as a flow equalization 
basin and the second will be used for effluent storage. 

OPC witness Biddy testified that the old Three Oaks WWTP is 
currently off line. OPC proposed that the old Three Oaks plants be 
considered 60.59 percent used and useful and the new plant to be 
64.63 percent used and useful. There is no precedent for this type 
of consideration, nor did OPC provide any record support for using 
different percentages of used and useful for the old and new 
plants. 

Although OPC witness Biddy testified that the old WWTP is 
currently off line, if the plant were actually off line there would 
be no used and uaeful consideration. Utility witness Elliott 
testified that the additional plant is required to meet the Class 
I reliability rule. It must be available for immediate use in an 
emergency situation. The old plant is an integral part of the 
system and necessary according to DEP rules requiring redundancy 
for Class I operation. According to Mr . Elliott, the plant was on 
line as recently as February of 1997. 
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In consideration of the evidence, we conclude that no 
adj~stments will be made to the old Three Oaks WWTP. 

Costs Associated with the Florida Gulf Coast University (fGCUl 

FGCU will not open its doors to ::tudents until the Fall 
semester of 1997. However, the construction of the lines and other 
infrastructure for water and wastewater was undertaken and placed 
in service in the December 31, 1996 test year. FGCU will be the 
utility's largest customer and the largest single source of revenue 
in its first year of operation. 

Utility witness Moore testified that the university is under 
construction, and actually began receiving service in Dec:esmber 
1996. He further testified that the facilities to serve FGC.U were 
designed by engineers contracted by the university and consl dered 
only their [FGCU] service requirements, and that the lines for the 
university were in place during the test year. Mr. Moore testified 
that the FGCU staff did not want other lines connected with the 
campus lines because of concern that such connections would 
negatively impact pressure and fire flow requirements of the 
university. 

OPC witness Biddy expressed concern that the lines not be 
considered 100 percent used and useful because ultimately they will 
serve private developments off campus. OPC's final position stated 
the used and useful percentages should be no more than 24.96 
percent for water and 23.15 percent for wastewater. 

OPC did not provide supporting testimony or documentation for 
its proposed percentages. ln fact, OPC witness Biddy testified 
that without knowing th~ ultimate build-out design, no reliable 
used and useful analysis can be performed for the water and 
wastewater lines. We agree with OPC that a reliable used and 
useful percentage on lines, based on actual demand, cannot be 
performed at this time. 

The university is in operation and receiving service from the 
utility, even though there are no students present on campus. 
Because the record shows the lines were sized by university 
contracted engineers, for the university only, and constructed by 
the university with only the university's service requirements in 
mind, we conclude that all costs relating to FGCU were prudently 
incurred in the test year and should be included in this rate 
proceeding with no adjustments. 
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Margin Reserve 

Marqin reserve allows a utility to expand prudently beyond 
current demands to enable it to meet reasonable projected short 
term growth. This practice allows the utility to include a 
reasonable cost of expansion in its rate base without placing an 
unreasonable burden on current customers to pay for long term 
growth. It ia this C~aaion's policy to grant a reasonable margin 
reserve if requested. 

Utility witneaa Cardey testified that Section 367.111 (1) 
Florida Statutes, provides that, "Each utility shall provide 
service to the area described in its certificate of authorizatic·n 
within a reasonable time.H In order for a utility to meet its 
statutory responsibilities, it must have sufficient capacit~ and 
investment to meet the existing and changing demand$ of present and 
potential customers. Therefore, Mr. Cardey states that the 
Commission has eonsistently recognized margin reserve as an element 
in used and useful calculations. 

OPC witness Dismukes testified against a margin reserve 
because it represents capacity to serve future customers, not 
current customers. OPC witness Bidc~y agreed that a utility must be 
in a position to serve changing needs of its present customers. 
Mr. Biddy agreed that utilizing CIAC and AFPI funds is reserved 
until the new customers connect to the system. 

We grant a reasonable margin reserve to enable a utility to 
charge present customers for some of the additional capacity. For 
calculation of growth projections, we have utilized the linear 
regression analysis instead of Lhe historical average method. ~ 
Orders Nos. PSC-96-1320-FOF-WS and PSC-97-0388-FOF-WS. Linear 
regression, because of the analysis of the two factors of growth 
and time, more reliably reflects positive or negative trends in 
growth than the simple historical ' averaging method of calculation. 
By tracking this relationship for several observations, a straight 
line can be established to reasonably predict growth by projecting 
out along the same path. Additional years can be added for further 
projections with reasonable confidence in the results. 

Gulf advocated a 60 month margin reserve period for the 
wastewater treatment plant. Utility witness Elliot testified that 
an 18 month cycle is insufficient time for planning, permitting and 
construction for wastewater plants. Mr. Elliott further testified 
that according to DEP Rule 62-600.405, Florida Administrative Code, 
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if a capacity analysis report indicates less than five years 
capacity remains in a wastewater facility, that planning and 
preltminary design of the expansion must be initiated and 
documented in a signed and sealed statement provided by a 
professional engineer and that a shorter planning time increases 
costs. 

In considexation of the evidence, we find it appropriate to 
approve a margin reserve of 18 months for water treatment plants, 
equal to 283,773 qallons per day (gpd), and 18 months for the Three 
Oaks wastewater treatment plant, equal to 112,812 gpd. We find 
that these t~ frames sufficiently address future growth cQncerns 
without unduly burdening current customers. The San Carlos RWTP is 
100 perceht uaed and useful; theretore, no marqin reserve will be 
allocated f~r that facility. 

Used and Useful 

Our analysis and findings regarding the elements of used and 
useful are set forth below. 

Inclusion of fire flow 

Gulf stated that the fire flow component of used and useful 
should be 360,000 gallons. This is calculated by using 1500 gpm at 
20 psi for a four-hour duration as shown in the utility's MFRs. 
Utility witness Elliott offered two fire flow tests as proof of the 
utility's compliance with existing codes. The highest flow was 
1,213 qpm at 20 psi. Both tests fall short of the 1,500 gpm at 20 
psi listed in the MFRs. 

OPC contended that if a fire flow allowance is granted, the 
flow should be 750 qpm because that is the only documented fl ow in 
this proceeding. OPC witness Biddy agreed that when there is a 
fire in this system, all of the wells, pumps and tanks are used to 
put out the fire. 

Division 5, Fire Safety Section, of the Lee County Development 
Standards, admitted as Composite Exhibit 36, requires buildings 
spaced from zero to thirty feet to have 750 gpm available fire flow 
as does the code it replaced, Section 12, Fire Safety Standards 
Design Requir~nts. 

:f 
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As noted herein, representatives of the .local fire departments 
in Gulf's service area testified that the utility did not meet fire 
flow needs in residential and commercial areas. Staff witness 
Beard testified that some residential area hydrants do not meet the 
minimum 750 qpm and further testified that there are some 
commercial areas that do not produce 750 gpm. Staff witness 
Kleinschmidt testified that single family homes are required to 
have a minimum fire flow of 750 gpm and fire flow in commercial 
areas is dictated by the type of buildings, size, spacing and use. 
Mr . Kleinschmidt testified that Gulf does not meet all these 
requirements in its service area. 

If the utility requests and is granted a fire flow of 1,500 
gprn at 20 psi residual pressure, that amount should be avail~ole at 
every hydrant. Bvidence in the record indicates that Gulf either 
does not or cannot ~eliver the requested 1,500 gpm at 20 p3i, at 
more than one fourth of their hydrants. Evidence also shows that 
Gulf can deliver 750 gpm at 20 psi residual pressure at most of its 
hydrants. 

Fire flow is required by the Lee County Land Development Code. 
The additional capacity required by the Code must be provided by 
the utility. As supported by the record, Gulf does not provide the 
requested 1,500 qpm at 20 psi residual pressure. Therefore, while 
fire flow will be included in the used and useful calculations, the 
utility does not or cannot provide the requested fi~~ flow to its 
entire service area. 

We have ordered the utility to address the issue of fire flow 
on a going-forward basis until the flow problems are corrected. We 
find the appropriate fire flow allowance for Gulf to be the amount 
customers actually can expect to have available if needed. 
Therefore, we conclude that the fire flow component of used and 
used shall be baaed upon 750 gpm at 20 ps .<~ for 4 hours, or 180,000 
gallons. 

-
Econgmios of Scale 

Gulf raised the general issue of whether the Commission should 
consider economies of scale in general, and the specific issue of 
whether we should consider economies of scale in determining used 
and useful for the Corkscrew well field, Corkscrew water treatment 
plant, Skid 13 and Corkscrew reject water facilities. 
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We consider economies of scale, with regard to used and useful 
calculations, on a case by case basis when proper support is 
provided by the utility. The only supporting documentation 
presented by Gulf in this docket is that we recvgnized the 
principle of economies of scale in a rate proceeding involving Gulf 
Utility Company in Order No. 24735, issued July 1, 1991, in Docket 
No. 900718-WU. 

Utility witness Ca rdey presented an economies of scale 
argument regarding Skid 13 in the Corkscrew WTP. He related 
economies of scale to the last increment of capacity, that being 
Skid 13 in the plant. Mr. Cardey testified that this Commissicn, 
in Order No. 24735, recognized economies of scale in the 
construction of the utility's water treatment facilities. Mr. 
Cardey theorized that excess capacity is related to the last 
increment of capacity which, in this case, is Skid t3 . ~Jnder 
cross-examination by OPC, Mr. Cardey agreed there is no express 
language to that effect in the order. 

In this docket, no data was presented or considered for the 
Corkscrew well field. We have removed the reject water holding 
tank from rate base because it has not yet been constructed during 
the test year. We have not consic~ered economies of scale for Skid 
t3 in the Corkscrew WTP. When calculating used and useful 
percentages, we have never considered individual items such as 
skids as separate elements. They are considered a unit and treated 
as a single element. We agree with Mr. Cardey that this Commission 
did consider economies of scale in Order No. 24735. However the 
utility did not provide any testimony or documentation to support 
economies of scale in this case. Moreover, in the rate case 
referenced by Mr. Cardey, e~unomies of scale were considered f or 
the Corkscrew WTP building. 

Nothing in the record supports this method of calculating used 
and useful. The Gulf WTP is considered a unit and all its parts 
are a whole. As we have concluded with regard to the WWTP chlorine 
contact chambers, · the WTP plant is one entity. There is no account 
t o provide for a separate skid just as there is none for contact 
chambers. 

We will continue considering economies of scale in plant 
investment on a case by case basis with proper documentation from 
the utility. 
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Utility Land 

We found facility lands 100 percent used and useful in Order 
No . 24735, in Docket No. 900718-WU. Gulf witness Cardey noted this 
finding, and testified that nothing has changed since that case. 
OPC witness Biddy offered no compelling testimony to the contrary. 
Mr . Biddy testified that the utility can expand to the ultimate 
design capacities of 3.0 mgd for water and 5.0 mgd for wastewater. 
However, these capacities were evident in the prior case when we 
granted 100 percent used and useful for the facility land. 

We conclude ' that, upon reviewing the record in this 
proceeding, that nothing has changed since the prior case regarding 
the amount of land or land use. Therefore, all facility J.2nds 
shall be considered to be 100 percent used and useful. 

Water System Components 

Gulf has two water treatment plants which are interconnected. 
Plant f1 is the San Carlos lime softening plant with a capacity of 
2.415 mgd. Plant f2 is the Corkscrew membrane softening plant with 
a capacity of 1.8 mgd. Total water plant treatment capacity is 
4.215 mgd. 

Utility witness cardey presented used and useful calculations 
in the MFRs indicating a used and useful percent for the water 
treatment plant of 88.2 percent. Mr. Cardey used 360,000 gallons 
for fire flow and margin reserve flows based on calculations which 
utilized artificially high equivalent residential connection (ERC) 
growth and flows per single family ERC. We have made several 
adjustments which affect the se calculations. 

First, we have concl uded in this Order that available fi re 
flow is 180,000 g~llons, instead of the 360,000 proposed by the 
utility. We also find that the single family ERC flows of 396 
gallons per ERC for water and 250 gallons per ERC for wastewate r 
presented by the utility in its MFRs are too high. Current flows 
f or single family residences should actually be 206 gallons per ERC 
for water and 158 gallons per ERC for wastewater . A calculation of 
the flow figures and ERC numbers from Schedule F-9 of Gulf's MFRs 
resu1 t i n an ERC of 206 gallons per single family Mr. Cardey 
pre s ented as his argument, economi es of scale, and extended the 
economies of scale to the last increment of capacity, Skid 13. Mr . 
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Cardey also used a factor of 500 ERCs at 396 gallons per ERC from 
the utility's tariff, as an indicator of expected flows from the 
university. 

OPC witness Biddy, in his used and useful calculations does 
not include a margin reserve, testifying that OPC's policy is to 
not endorse a margin reserve. By not including margin reserve, a 
much lower used and useful percentage of 68.43 percent results . 

Our policy has been to use the sum of the average of five 
maximum days plus fire flow plus margin reserve minus excessive 
unaccounted for water divided by plant capacity. As indicated 
herein, the margin reserve includes an annual growth of 430 ERCs a~; 
calculated by the more reliable linear regression method. Tr..i.s 
differs from Mr. Cardey' s number of 500 ERCs. We have c1lso 
utilized the lower fire flow figure of 180,000 gallons. Based u~on 
these findings, the water treatment plants shall be considered 
76.15 percent used and useful. 

Water Supply Wells 

Gulf has two non-interconnected well fields: The San Carlos 
well field, which serves the San Carlos WTP and the newer Corkscrew 
Swamp well field, which serves the Corkscrew WTP. Eleven wells 
were drilled in the Corkscrew well field, of wh'lch five are 
equipped with pumps. Gulf claimed in Docket No. 900718-WU that all 
11 wells were drilled at one time at the request of the SFWMD, 
which wanted to protect the integrity of the Corkscrew Swamp. The 
utility had only two of the 11 wells equipped with pumps in that 
Docket. Since then, three additional wells have been equipped with 
pumps. 

Gulf witness Cardey testified that the Commission found the 
San Carlos supply and treatment plant 100 percent used and useful 
in Order No. 24735. He testified that the Commission included 
three of the Corkscrew wells in used and useful property in that 
same order. Our review of the order indicates that we actually 
included four wells in calculating used and useful. Mr. Cardey 
appears to request 100 percent used and useful for San Carlos 
independently, then combines the two for an average percentage of 
88 percent. 
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OPC witness Biddy testified that a water utility will 
customarily use a "firm reliable capacity" in calculating the used 
and useful percentages for water wells. The firm reliable capacity 
excludes the largest well capacity by assuming it to be out of 
service. Mr. Biddy further cited Section 3.2.1.1 (Source Capacity) 
of the Recommended Standards for Water Works, (Ten States 
Standards): "The total developed groundwater source capacity shall 
equal or exceed the design maximum day demand and equal or exceed 
the design average day demand with the largest producing well out 
of service.H 

We utilized the method recognized by the Recommended Standards 
for Water Works '(Ten States Standards) in our used and useful 
calculations for the Corkscrew well field. That method uses a 
percentage of the capacity required versus capacity constructe~ as 
a criteria for used and useful calculations, observing economies of 
scale when appropriate. The San Carlos well field has a capacity 
of 2.808 mgd. The San Carlos water treatment plant has a capacity 
of 2.4 mgd. We found all accounts associated with the San Carlos 
water treatment plant to be 100 percent used and useful in Order 
No. 24735. Mr. Cardey testified that nothing has changed since 
that decision. Mr. Cardey testified that the five well pumps in 
the Corkscrew well field each has a ·:apacity of 500 gpm. With the 
largest well out of service, the well field has a total capacity of 
2. 88 mgd. The Corkscrew water treatment plant has a current 
capacity of 1.8 mqd. Dividing the 1 . 8 mgd capacity of the WTP by 
the 2.88 mgd capacity of the well field equals 62.5 percent used 
and useful for the Corkscrew well field. 

Based on the evidence in the record, we find the San Carlos 
well field to be 100 percent u~~d and useful and the Corkscrew well 
field to be 62.5 percent used and useful. 

Water Storage 

Gulf has 2.6 million gallons of storage, representing about 18 
hours normal use. Average use for the system is 1. 847 mgd. 
Utility witness Elliott testified that it is standard practice to 
provide emergency storage based on an assessment of risk and degree 
of system dependability. 

OPC witness Biddy raised the issue of dead storage, which is 
defined as water in a storage tank which cannot be pumped out and 
thus, is unavailable for consumption. Mr. Elliott stated there is 
no dead storage to consider. He testified that Lee County requires 
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a 24-hour production for storage in smaller systen.s. Mr. Elliott 
a lso testified that Gulf only has an 18 - .... H .... s l urage capacity 
whereas other systema in the area, such as the City of Cape Coral 
and Sanibel have five to ten days storage. 

Mr. Biddy teatified that the Commission granted 100 ~ercent 
used and useful for storage in Order No. 24735 by utilizing one day 
of peak demand plus fire protection. Mr. Biddy took exception to 
that allowance by testifying that he believed half of the average 
daily flow is adequate for equalization and emergency storage, but 
o ffered no supporting documentation for his theory. Hr. Biddy 
a lso testified that no dead storage was used in his calculations. 

We found in Order No. 24735 that normally a one day plan~ 
production is utili••d for atorage when available, and granted 100 
percent used and Uleful for storage in that docket. The system ha~ 
grown since that time and no new storage has been added . 
Therefore, we conclude that storage is 100 percent used and useful. 

Wastewater Trettpent Plants 

Gulf witness Cardey testified that the wastewater treatment 
plants should be 100 percent used and useful. For used and useful 
consideration, the utility presented the two plants as one system 
in its MFRs. Gulf requested 118.6 percent used and useful for the 
two wastewater tre&tment plants together by calculating a growth 
factor o f 507 ERCs at 250 gallons per single family ERC plus a 
growt h factor for the university of 209 ERCs at 250 gallons per 
ERC, plus a margin reserve of 3 years times 400 ERCs times 250 
gallons per ERC. On cross-examination, Mr. Cardey testified that 
the San Carlos and Three Oaks treat~~nt plants are interconnected. 

OPC offered calculations showing the current wastewater 
gallons per single family ERC experienced by Gulf are 158. Mr. 
Cardey did not agree with OPC. However, our calculation of these 
figures, using flow figures and total ERCs taken from the minimum 
fili ng requirement (MFR) schedule F-10, results in the same amount 
proposed by OPC : 158 gallons per single family ERC. 

OPC witness Biddy offered exhibits regarding used and useful 
percentages at t he hearing, but had no further testimony to support 
his posit ion . OPC asserts that the San Carlos WWTP should be 100 
percent used and useful. As to the used and useful percentage of 
the Three Oaks WWTP, OPC advocated a lower number due to the 
exclusion o f a margin reserve allowance. OPC witness Dismukes 
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testified against granting a margin reserve because it represents 
capacity to serve future customers not current customers. OPC 
wi t ness Biddy agreed that a utility must be in a position to serve 
changing needs of ita present customers. We have granted Gulf a 
margin reserve in this proceeding, and will therefore utilize it in 
t hese calculations. 

The San Carlos plant is operating above capacity and therefore 
it shall be considered to be 100 percent used and useful. Using 
t he 18 month margin reserve approved herein, we find the used and 
useful percentage for the Three Oaks WWTP to be 72.11 percent. 

Adjystments Related to Lines Built for the Caloosa Group 

Caloosa Trace is a development owned by the Caloosa Group, 
which has the same owners as Gulf. On February 20, 1990, Gulf 
recorded water and wastewater assets of $59,684 and $92,815, 
respectively, for Phase 1 and $8,430 in water assets for Unit 16, 
Phase 8, for the Caloosa Trace Development. Instead of a credit 
entry being made to the utility's CIAC, the owners were given stock 
in the utility in exchange for the assets. 

Staff witness Kathy Welch, a s~pervisor in the Commission's 
Miami 9istrict office, sponsored the audit staff's report in the 
instant case. Ms. Welch testified that when developers connect to 
a system, the linea and hydrants are normally contributed by the 
developers and recorded on the books of the utility as a debit to 
plant and a credit to CIAC. In its response to the audit, Gulf 
stated that the transaction had been reviewed by its auditors and 
was in compliance with all rules and regulations of the Commission 
and generally accepted account .iug principles. Nevertheless, Ms. 
Welch testified that the transaction should have been recorded the 
s ame as a transaction for non-affiliates transferring property to 
the utility. 

Staff witness William Troy Rendell testified that the 
developer agreements between these two corporations, which are on 
f ile with the Commission, covered the development of all phases of 
Unit 16 . Mr. Rendell testified that any contributions made by 
developers, including an affiliate corporation, should be booked to 
CIAC. Sec tion 1 (c) of the developer agreement states that any 
p roperty :rece i ved by the utility from the developer should be 
conside r ec CIAC. Sections 1 ( j)' ( k) indicate those water lines 
cons t ructed by the developer should be considered on-site and off­
s ite facilities, and Sections 3 and 4 of the agreement cover the 
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installation of these facilities. Mr. Rendell testified that 
Gulf ' s tariff also required these facilities to be contributed. To 
do otherwise, in his opinion, would be discriminatory. He 
concluded that Rule 25-30.585, Florida Administrative Code, 
designates that, at a minimum, the cost of installing water 
transmission and distribution facilities and sewage collection 
facilities should be considered CIAC. 

OPC witness Dismukes agreed with Staff's witnesses on this 
issue. She testified that Gulf and Caloosa had the same owners and 
that ownership in caloosa was in the same proportivn as the 
ownership for Gulf. Ms. Dismukes believed that Gulf had not 
provided a satisfactory reason why its developer-affiliate should 
be treated any differently than a non-affiliate developer. 
Accordingly, she advised that CIAC should be increased by $68,J14 
for the water operations and $92,815 f or the wastewater operations, 
with a corresponding adjustment to reduce equity by the same 
amount. 

Utility witness Moore testified that the transaction between 
the companies was very open and straight-forward. He stated that 
there was a substantial difference in the conditions under whic h 
the stockholders obtained service in contrast to other developers 
in the area. He maintained that the utility's accounting of the 
transaction strengthened the utility financially, benefitting 
customers in the long run. 

Mr. Moore testified regarding customer growth and the manner 
in which Gulf's operations have been financed through the efforts 
o f the shareholders and industrial development revenue bonds 
(IDRB). In any real estate de ·- l opment, he testified, some group 
has to generate •up-frontH money and construct facilities to have 
capacity available to serve that growth. It is Gulf's viewpoint 
that it, instead of the developer, must provi de this money, and the 
stockholder has had to absorb the losses from this up-front 
i nvestment. Further, he stated that the benefits of providing this 
i nvestment in capacity go to the builders in the area and that 
equity dictates this situation be brought into balance. 

Mr. Moore stated that the stockholders have absorbed losses 
over sever a l years, including losse s of over $1.5 mill i on occurred 
from the differences in IDRB loans and temporary investments of 
t hese government securities funds. By absorbing these losses, Gulf 
believes that its stockholders are providing a benefit to customers 
and developers, who are provided servi ce when ne eded . There is a 
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substantial difference in the service provided to the stockholders 
in Gulf/Caloosa and the other developers in the area. For that 
reason, Mr. Moore contended that no discrimination occurred in the 
transaction. 

Mr. Moore asserted that a higher equity base benefits 
customers by improving the utility's ability to negotiate the 
refinancing of the IDRBs with lower interest rates, and by freeing 
$1 million of res•rve funds to invest in new facilities. Although 
the refinancing was suspended pending the Commission's 
investigation into overearnings, it could lower expenses by more 
than $300,000 aQn~lly. The $14,800 cost to the customers of this 
equity transaction by Gulf/Caloosa pales in comparison to those a 
stronger balance sheet provide. If equity is further reduced from 
its already low level, Mr. Moore concluded that it would be e·ren 
harder to sell bonds and attract new equity to finance constructi~n 
if Gulf cannot demonstrate that it can sustain adequate earnings in 
the future. 

Mr. Moore agreed that the customers had no part in Gulf's 
decision to incur more debt than necessary at the time it incurred 
$1.5 million in losses, and that the stockholders, not the 
customers, should bear those losses. He stated that if any 
unaffiliated developer sustained losses on obtaining more debt than 
was required that the developer would still have to contribute the 
lines. 

We disaqree with Mr. Moore's assessment that no discrimination 
between developers occurred. His first point that there is a 
substantial difference between the stockholder and the other 
unaffiliated developers brings thj ~ to light. There should be no 
substantial difference in the way affiliate and non-affiliate 
developers are treated. Furthel, we disagree with Mr. Moore's 
statement that Gulf violated no rule or regulation of this 
Commission. Both Rule 25-30.565, Florida Administrative Code ! and 
the utility's tariff state that off-site lines should, at a 
minimum, be contributed. Neither the rule nor the tariff make any 
distinction between affiliate and non-affiliate developers. 

While Gulf has a relatively low equi~y ratio, and this 
transaction increased its equity, it is not the appropriate 
mechanism to infuse equity into the utility. As evidenced by Mr. 
Moore's testimony, since the current owners acquired the utility, 
they have infused equity at various times when the stockholders 
deemed it necessary. Just a~ Mr. Moore states that the revenue 
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impact of this equity transaction is minimal for the customers, we 
question whether a $160,000 equity adjustment would have such a 
material impact on Gulf's overall financial stability . It is 
logical that a greater equity infusion would be necessary to affect 
the long-term financial viability of a utility of this size. 

We also disagree with Mr. Moore's statement that it is Gulf's 
responsibility to provide up-front money to affiliates or any other 
developers in the area. While a prudent utility should be 
concerned about growth potential in its territory, to extend its 
financial risks to the benefit of the builders in the area is 
i nappropriate. This is clearly a developer's risk and should not 
be taken on by a regulated utility. This blurring of the lines 
between developer and utility has long been a concern of thi~ 

Commission, to assure that the utility's customers pay for on:.y 
those costs leqitimately incurred to provide utility service. Mr. 
Moore has placed too much emphasis on the financial responsibility 
of Gulf with respect to this issue . Regardless of how these assets 
are recorded, Gulf still maintains the statutory responsibility of 
providing timely and quality service to its customers . Prudence 
also dictates utility service be pro,•ided in the least costly 
manner available. 

We therefore conclude that the transaction was discriminatory 
and in violation of the utility's tariff and our rules and 
regulations. Aa a re~ult, CIAC shall be increased by $68,144 for 
the water operations and by $92,815 for the wastewater operations. 
Adjustments shall likewise be made to increase accumulated 
amortization of CIAC by $10,855 for water and $14,145 for 
wastewater. Test year amortization of CIAC shall be increased by 
$2 ,106 and $2,755 for water aw.J wastewater, respectively, and 
equity shall be decreased by $160,929 . The utility shall adjus t 
its books and records to correct the accounting treatment for this 
t ransaction. 

Adjustment to Beflect Prepaid CIAC in Rate Base 

Staff witness Welch and OPC witness Dismukes both suggested 
t hat prepaid CIAC associated with plant that is in service be 
included as on offset to rate base . Ms . Welch testified that 
because the utility only made a used and useful adjustment to the 
Cor kscrew water plant, all the connect i ons i n prepaid CIAC appea r 
t o be related t o plant already in servi ce. Although the utility is 
not ye t col l ecting revenue related to these contributions, it is 
ea rni ng a r eturn on the assets to which the contributions relate, 
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since the assets were considered 100 percent used and useftll. Ms . 
Welch testified that excluding the CIAC received from FGCU, Gulf 
has a balance of $550,999 for water and $207,304 for wastewater. 
This balance was based on the general ledger balance as of August 
31, 1996, which was the most current actual data available during 
the audit. According to Ms. Welch, the utility transferred 
$171,680 in water prepaid CIAC in the MFRs to used and useful CIAC, 
with none transferred for wastewater. She proposed that CIAC be 
increased by $379,319 for the water operations (net of the 
transfer) and by $207,304 for the wastewater operations. 

On cross-examination, Ms. Welch was asked if she matched up 
the prepaid CIAC with existing plant. She responded that she 
reviewed an exhibit provided by utility witness Andrews that sho~:ed 
that the wastewater prepaid CIAC could be matched to individl,al 
plants that are existing and in service. Ms. Welch also testifi~d 
that when she asked if any additions were needed to the wastewater 
plant, the utility's answer was no. With respect to the water 
prepaid CIAC, Ms. Welch testified that Ms. Andrews told her that 
she could not identify the plants to which the water prepaid CIAC 
related. 

Ms . Dismukes testified that s!.e reviewed the staff audit 
workpapers and other information provided by the utility and the 
information was not clear to what the prepaid CIAC related. 
Further, Ms. Dismukes reviewed the exhibit provided to the 
auditors, and the utility's response which stated that the two 
water plants were interconnected and the prepaid CIAC could not be 
i dentified by specific plant. She also agreed that the 13-month 
average balance of prepaid CIAC projected by the utility in its 
MFRs could be derived by tak~ng the total balance of CIAC, 
including prepaids, less the 13-month averages of the water and 
wastewater amounts provided. The utility's MFRs did not break down 
t he 13-month balance of prepaid CIAC between water and wastewater. 

Utility witness Cardey testified that the proposals of staff 
and OPC witnesses on this issue are inconsistent with the legal 
framework of ratemaking, and the fundamentals i n the MFRs. He 
defined a test year as the synchronization of four basic 
determi nants in setting r ates: (1 ) t he revenues produced under the 
rate structure; (2) the expenses, including depreciation and taxes 
incurred to pr oduce these revenues; (3) the property (ral~ base) 
that provides the service; and ( 4) return on said rate base. 
Gulf ' s inve stment in non-used and useful plant exceeds prepaid 
connection fees, including the $300, 000 to be received in the 
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future from the SFWMD by 21 percent. Mr. Cardey testified t hat the 
prepaid connection fees relate to future customers and Gulf's 
contractual obligation to meet their service requirement. Fu~ther, 
he testified that the treatment afforded in the MFRs is consistent 
with prior Commission rate orders for Gulf. 

On cross-examination, Mr. Cardey testified that the prepaid 
CIAC relates to central or treatment plants, as opposed to lines. 
He added that Gulf will have to build additional water and/or 
wastewater plant to be able to serve the future customers which 
have prepaid CIAC. However, he also testified that many prepaid 
connections will connect onto the system in the next year to three 
years, which is consistent with the utility's requested margin 
reserve period. When asked if the utility keeps any documentati~n 
or worksheet to support that the prepaid connections are ni>t 
associated with used and useful plant, Mr. Cardey responded with a 
general comment regarding internal accounting procedures. 

In its brief, OPC argu~d that it is the utility's burden to 
prove the issues identified in a rate proceeding. In the instant 
case, OPC asserts, the utility has failed to meet its burden. Both 
Ms. Dismukes and Ms. Welch testified that they had requested 
information to determine if prepaid CIAC related to plant in 
service, and except tor wastewater prepaid CIAC which is related to 
plant in service, the utility did not provide the data necessary to 
make such a determination. Accordingly, in the absence of proof to 
the contrary, OPC arqued that we should include as an offset to 
rate base prepaid CIAC related to both the utility's water and 
wastewater operations. 

In its brief, the utility argued that the evidence showed that 
Gulf's internal accounting procedures assure that prepaid balances 
for both water and wastewater would not be associated with the used 
and useful plant already included in projected test year rate base. 
We disagree with Gulf's interpretation that this assurance is 
provided in the record. The utility asserts that it keeps separate 
track of the payments of prepaid CIAC to match plant and CIAC. A 
rea sonable interpretation of this evidence would indicate that this 
is done for book purposes. There is no such reference in the 
record that such was done for the purposes of determining the 
prepaid CIAC associated with the projected test year rate base. 
The utility even admitted in its brief that no such study exists, 
supporting Ms . Welch's assumption that the prepaid CIAC appears to 
relate to plant already in service. 
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We agree with OPC that it is the utility's burden to show that 
its balance of prepaid CIAC is not related to plant included in 
rate base. If the utility had provided sufficient evidence to show 
that these prepaid fees related to plant that is non-used and 
useful beyond the margin reserve period or related to plant not yet 
constructed, the burden could have been met. Lacking any of this 
support, we must analyze the dollar amount of plant removed from 
rate base as non-used and useful and compare this with the 
projected balance of prepaid CIAC. This analysis is somewhat 
consistent with Hr. cardey's comparison. His analysis was made on 
the utility's balance of non-used and useful water plant. However, 
as addressed herein, we have made used and useful adjustments to 
both the water and wastewater treatment plants, including the well 
fields. As such, the evidence supports making this comparison 
using the staff's witness's recommended amounts. 

We generally agree with Hr. Cardey's definition of a test 
year, but we conclude· that he is missing one component that should 
be included . Section 367.081 (2) (a), Florida Statutes, requires 
that this Commission set rates only on plant that has been found 
used and useful and that no return be allowed on contributed plant. 
To allow a utility to include a margin reserve in its used and 
useful calculation, would allow a utility to recover its investment 
required to be ready to serve future customers. A determination, 
however, should be made to ascertain that a utility that collects 
prepaid CIAC actually has invested in this plant. If the prepaid 
CIAC offsets the dollar amount of plant included in the margin 
reserve, and is not included as a reduction in rate base, then 
rates would be set on contributed plant. As such, it i& necessary 
to compare these amounts in determining what amount of prepaid 
CIAC, if any, should be included j r rate base. 

In making this comparison, we began with Ms. Welch's balance 
of prepaid CIAC, based on the actual balance as of August 31, 1996. 
We do note, however, that this balance would be inconsistent and 
does not match the projected rate base and assumptions as filed by 
the utility in its HFRs. While the record supports the projected 
13-month average of total prepaid CIAC, it is silent as to the 
projected breakdown between water and wastewater . Given the large 
difference between Gulf's water and wastewater customers, (66 
percent to 34 percent, respectively), it would be inaccurate to 
analyze this on a total utility basis. We believe it to be a 
reasonable alternative to assume that the ratio of the actual 
balance between water and wastewater as of August, 1996, would 
apply to the projected balance. This estimate, however, does not 
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take into account our decision to switch the service availability 
charges between water and wastewater from $800 to $550. 
Regardless, we conclude that this is the only reasonable 
alternative that the record provides to determine the split oi 
prepaid CIAC. The projected 13-month balance in the MFRs of 
prepaid CIAC is $993,166. 

Based on the actual balance of prepaid CIAC as of August, 
1996, the ratio between water and wastewater is 64.66 percent for 
water and 35.34 percent for wastewater. By applying those 
percentages to the 13-month average balance in the HFRs, the 
allocated amounts are $642,207 and $350,978 for water and 
wastewater, respectively. 

We have determined herein that the full amount of net water 
plant included in the margin reserve, $193,700, shall be recognized 
as used and useful CIAC. The remaining balance of water prepaid 
CIAC of $448,507 ($642,207-$193,700) shall be matched with non-used 
and useful plant and will not reduce rate base. 

For the wastewater system, we have determined that CIAC of 
$594,000 will be imputed on the margin reserve . Accordingly, the 
estimated $350,978 in wastewater prepatd CIAC is !.ess than the 
total amount of CIAC imputed on the margin reserve. Therefore, no 
additional adjustment to reflect prepaid wastewater CIAC is 
appropriate. The net amount of wastewater non-used and useful 
plant is $527,581, and is not funded by any remaining prepaid CIAC. 

In total, the CIAC associated with the margin reserve for both 
water and wastewater is $787,700. This is $205,483 less than the 
t otal utility balance of projecte~ CIAC of $993,183 for the 1996 
test year . As a result, the reflection of prepaid CIAC as used and 
useful CIAC in rate base is reasonable and shall be approved, with 
no additional adjustments made other than those regarding ma=gin 
reserve. 

Imputation of CIAC on Margin Reserye 

Utility witness Cardey testified that he did not impute CIAC 
as sociated with the marqin reserve . He stated that the margin 
reserve reflects the utility's obligation to serve existing and 
potential customers, and it invests in central plants to meet this 
service obligation. Gulf has included the investment in margin 
reserve in used and useful investment. If CIAC were imputed, the 
net effec t would be to negate the Utility's capital investment in 
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plant and to have the stockholders absorb the cost of meeting the 
growth of the area. The 1996 test year matches gross revenues and 
the utility property that provides the service. Mr. Cardey 
believed that to impute CIAC from future customers would cause the 
test year to be out of synchronization. 

OPC witness Dismukes testified that if margin reserve is 
i ncluded in the used and useful calculations, an amount of CIAC 
equivalent to the number of ERCs represented by the margin reserve 
should be reflected in rate base, in order to achieve proper 
matching. When determining the amount of imputed CIAC, she 
advocated using the proposed, interim, or final new capacity 
charges. The CIAC that will be collected from these future 
customers would serve to mitigate the impact on existing customers 
required to pay for plant to serve future customers. 

Ms. Dismukes testified that imputation of CIAC on the margin 
reserve has been a lon9standing policy of this Commission. She 
listed two orders where this practice is well documented: Order No. 
20434, issued December 8, 1988 in Docket No. 871134-WS; and Order 
No. PSC-93-0301-FOF-WS, issued February 25, 1993 in Docket No. 
911188-WS. If we do not continue to impute CIAC associated with 
the margin reserve, Ms. Dismukes believes it would place the risk 
of customer connections on the bachs of current ratepayers. 
According to Ms. Dismukes, the risk that future customers connect 
to the system, as projected by the utility in its margin reserve 
calculations, should be borne by stockholders, not customers. This 
is a risk that the utility is compensated for in its allowed return 
on equity. Otherwise, the utility would not only be provided with 
an opportunity to overearn, it would create a significant incentive 
for the utility to over- project customer growth for margin reserve 
purposes. Imputation of CIAC on mar gin reserve gives the utility an 
incentive to properly project future connection and it matches 
plant in service with CIAC. In addition, she testified that if we 
change our policy, we should likewise reduce the utility allowed 
return on equity to recognize that customers now bear this risk, 
not the utility's stockholders. 

Ms. Dismukes also agreed on cross-examination that it prepaid 
CIAC has already been collected by the utility and a margin reserve 
is allowed in plant, any adjustment to rate base would not be an 
imputation but rather a reclassification of prepaid to used and 
useful CIAC. Regardless of whether a utility has prepaid CIAC or 
not, the imputation of CIAC on the margin reserve - has merit. 
However, Ms. Dismukes testified that we should not impute or 
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reclassify prepaid CIAC more than the amount of plant in service. 
She also agreed that the imputation of CIAC on the margin reserve 
and any reclassification of prepaid CIAC to used and useful should 
not overlap. 

On rebuttal, Hr. Cardey testified that imputing CIAC on the 
margin reserve deprives the utility of a return on and a return of 
investment in margin reserve. He testified that the Commission has 
recognized the utility's obligation to meet the service needs of 
existing customers and anticipate the service needs within the area 
it serves by allowing a margin reserve. The imputation causes a 
mismatch of economics with the stockholder by absorbing the cost of 
meeting this obligation imposed on the utility. 

Mr. Cardey computed what he believed to be the impact of 
imputing CIAC on the water operations. Baaed on the plar.c. 
requested in the filing, his calculation reflected that the nut 
plant in margin reserve in the water operations would be $397,330. 
If imputed, $412,500 in CIAC would be deducted from rate base, 
leaving a negative amount of $15,170. The loss of earning and loss 
of capital each year ~culd be $55,893 . Mr. Cardey testified that 
imputing CIAC as aho~n above ignores the utility's obligation to 
serve the changing demands of present and potential customers. 
Further, Mr. Cardey noted that his pr~posed treatment is consistent 
with Staff testimony in a proposed rule making proceeding in Docket 
No. 960258-WS. 

In its brief, OPC argued that the utility presented no new 
evidence that would require this Commission to change the policy of 
i mputation of CIAC on margin reserve. We agree with OPC in that 
regard. In Gulf's last water rate case, (Docket No. 900718-WU, 
Order No . 24735, issued on July 1, 1991), we imputed CIAC on the 
margin reserve. We specifically found that: 

Commission policy is that only the utility's 
investment in the margin reserve should be 
recognized in rate base and the 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 customer. As its 
policy, Gulf collects prepaid CIAC from 
developers in advance of when the future 
customers connect to the system. As such, 
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this adjustment is not an imputation but a 
reclassification of prepaid to "used and 
useful" CIAC. 

In Gulf's last wastewater rate case (Docket No. 880308-SU, 
Order No. 20272, issued November 7, 1988), we also imputed CIAC on 
the margin reserve allowed in plant. We do not believe that the 
circumstances since those last cases have dramatically changed. 
The issue of imputation of CIAC on the margin reserve for this 
uti lity is unique in that Gulf . maintains a balance of prepaid CIAC 
on a recurring basis. 

The proposed rulemakinq docket that Mr. Cardey referred to in 
his testimony has not been finalized nor has any of the testimort 
of that proceeding been made a part of this record. Therefore, 
information related to that docket will not be considered in this 
proceeding. We also note that our policy, as addressed in the prior 
Gulf rate case dockets does not impute more CIAC than the amount of 
plant included in the margin reserve . Even if we agreed with the 
plant investment included in Mr. Cardey's calculation of imputed 
CIAC, we would not agree that the full amount be imputed to reduce 
rate base further than the balance of plant included. 

We conclude that the evidence in this case indicates that we 
should continue to apply the current practice of imputing CIAC on 
the margin reserve. In the water facilities this equates to 
$354,750, based on the 645 ERCs included in the margin reserve (18 
months) multiplied by the approved $ 550 plant capacity charge. 
Because net plant included in the margin reserve is only $193,700, 
the amount of CIAC recognized in rate base shall be no greater. As 
addressed herein, the full amount of net water plant included in 
the margin reserve is funded by prepaid CIAC . Accordingly, no 
imputation is necessary, but instead, it is appropriate :~ 
reclass ify $193,700 of water prepaid CIAC to used and useful CIAC 
for the margin reserve. 

For the wastewater facilities, the gross amount of CIAC 
collected would be $1,594,000. This is based on the 743 ERCs 
i ncluded in 18 months margin reserve multiplied by the approved 
$800 plant capacity charge. Since the net plant included in the 
margin reserve of $617,496 is greater than the gross CIAC, no net­
plant l imi t is necessary. However, the amount of prepa id CIAC for 
the wastewater system is proj e c ted to be $350,978. This portion of 
the CIAC on the margin reserve shall be reclassified from prepaid 
CIAC to used and useful CIAC . 
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In the most recent rate proceedings o! other water and 
wastewater utilities, we imputed only 50 percent of the CIAC 
estimated to be collected during the margin reserve period. Th~~ 
policy is based on the premise that all of the CIAC related to the 
margin reserve will not be collected on day-one of the period, but 
evenly over the margin reserve period. ~ Order No. PSC-97-0388-
FOF-WS, issued April 7, 1997; Order No. PSC-96-1320-FOF-WS, issued 
October 30, 1996; and Order No. PSC-96-1338-FOF-WS, issued November 
7 , 1996. Fifty percent of the gross CIAC for the wastewater 
system, stated above, is $297,000. However, since this amount is 
less than the amount of prepaid CIAC for the wastewater system, no 
i mputation should be made. Instead, it is only appropriate t o 
reclassify $350,978 of wastewater prepaid CIAC to used and useful 
CIAC for the margin reserve. 

We conclude, therefore, that to the extent that Gulf hc.' s 
prepaid CIAC, those amounts shall be first recognized as used and 
useful to be included in rate base associated with the margin 
reserve. We believe that it is appropriate to reclassify $193,700 
of water prepaid CIAC to used and useful CIAC for the margin 
reserve. For the wastewater system, we find it appropriate to 
reclassify prepaid CIAC of $350,978. Adjustments shall also be 
made to increase accumulated amortization of CIAC by $2,737 and 
$5 , 861 and test year amortization expense by $5,475 and $11,723 for 
water and wastewater, respectively. 

Tr eatment of Funds Receiyed from SfWMD's 
Alternate Water Supply Grants Program 

• 
According to Gulf witness Andrews, the utility requested 

$375,000 under the SFWMD's Altern~~ e Water Supply Grants Program t o 
f und t he costs of constructing and installing a portion of the 
control system and instrumentation for monitoring flow and quality 
par ameters at the three effluent reuse disposal sites. Ms . Andrews 
testified that the grant was not included in th~ MFRs as CIAC . 

Utility witness Cardey testified that the grant was approved 
in the amount of $300,000, but that no money had yet been received . 
Mr . Cardey provided a late-filed exhibit which detailed the costs 
of t he reuse project, where the costs are located in the MFRs and 
the account numbers. According to that exhibit, the project cost 
f or the holding tank is $700,000, inclusive of transfer and pumping 
equipment and metering and controls . Additionally, there is a 
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reuse line reflected at $200,000. This exhibit shows that the 
costs for the reuse line only were recorded in water account 339 . 3, 
at $66,667 and wastewater account 382.4, at $133,333, in December, 
1996. 

Our analysis of the plant accounts indicates that the costs 
for the reuse line were included in the utility's projections i n 
October of 1996, not December. To determine the 13-month average 
of CIAC to include in rate base as an offset to the plant costs, we 
multiplied the water and wa stewater amounts for the reuse line by 
three and then divided by thirteen . Accordingly, the record 
supports that the appropriate amount of CIAC to be included in rate 
base, as it relates to the reuse line, is $15,385 for water and 
$30,769 for wastewater. Adjustment to test year amortization a.<1d 
adjustments to accumulated amortization of CIAC are similarly 
computed, using the appropriate plant depreciation rates, t.md 
result in an increase of $142 for water and $236 for wastewater for 
the test year. The record supports these adjustments, as Mr. 
Cardey has testified that the reuse line has been constructed and 
was in-service in the test year. 

According to the utility's brief, the amount of the reuse 
project costs included in rate base should be $446,090 and the 
dollar amount of CIAC is $185,371. According to Mr . Cardey' s 
exhibit and the utility's position in its brief, the utility's 
c a l culation considered the holding tank, pumps, and controls 
associated with the project. However, the utility did not consider 
the reuse line. 

OPC's determination of total plant costs associated with the 
reuse project that are included in rate base was $232,911. Since 
OPC has determined this amount vL plant to be included in rate 
base, it advocates including the same amount as CIAC as an offset 
to rate base. OPC's calculation includes a component related to 
the holding tank, pumps, and controls and a component related to 
the r euse line, and reached the same concl usion as to the 13-month 
a verage for the reuse line. 

The reject holding tank had not been constructed by the end of 
the t est year, nor did the utilit y have contracts for construction, 
or bids or a firm ~tart/completion date in hand as late as the date 
of the hearing. As stated herein, we disallowed that holding tank 
from rate base . We therefore cannot presently consider the 
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inclusion of the holdinQ tank in terms of offsetting the related 
CIAC, as the evidence does not support that the holding tank should 
be included in rate base. Therefore, we have not increased CIAC 
f or the costs related to the holding tank. 

Thus, we find that the year-end dollar amount of plant costs 
that should be included in rate base, related to the reuse line 
on ly, is $66,667 and $133,333 for water and wastewater, 
respectively. CIAC related to this plant shall be increased in the 
amount of $15,385 for water and $30,769 for wastewater, which 
reflects the 13-month average balance of plant included in rate 
base . Additionally, test year amortization and accumulated 
amortization of CIAC shall be increased by $142 and $236 for water 
and wastewater, respectively. As the project is completed, CIAC up 
to the $300,000 received shall be included in rate base as an 
offset to plant investment. 

Adjustments to Accumulated Amortization of CIAC ChACIACl 

Gulf has been amortizin; contributed property at the same rate 
as the related asset, but contributed cash is being amortized at a 
rate of 4.35 percent tor water and 3.13 percent for wastewater. 
The utility does a true-up to come to the composite depreciation 
rates for total CIAC amortization. ~taff witness Welch testified 
that the utility calculates 1) total depreciation for water divided 
by total plant for water and does the same for wastewater, and 2) 
total CIAC amortization divided by total CIAC for water and for 
wastewater. Next, the utility multiplies the difference in these 
two rates by the ending balance of CIAC and makes an adjustment to 
the reserve account for CIAC. 

Ms. Welch testified thd t the audit staff performed a 
calculation to arrive at composite depreciation rates for 1996, 
using the plant at AUCJ1.1St, 1996. The composite rates exclude 
i ntangible and common plant and are 3.2 percent for water and 3.5 
percent for wastewater. Further, Ms. Welch testified that the 
uti lity should be computing yearly composite rates only for the 
amortization of cash CIAC. Ms. Welch testified that when the 
utility makes the adjustment as described above, the calculation 
effectively changes total CIAC amortization to a composite rate and 
elimi nates the amortization of contributed plant at the same rate 
as the related asset. Further, Ms . Welch testified that the 
utility' s true-up calculation should only apply to cash CIAC. 
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The staff auditors computed amortization expense for the 
projected test year by utilizing the August, 1996 balance of CIAC. 
Audit staff estimated that amortization expense for water should be 
$351, 176, which is 12,967 higher than the utility's projection of 
$338,209. Audit staff estimated that amortization expense for 
wastewater should be $282,877, which is $7, 329 less than the 
utility's projection of $290,206. 

According to Ms. Welch, the staff auditors calculated the 13-
month average of AACIAC by uti lizing the utility's general ledger 
balance of AACIAC for the period ending September, 1996. The 
auditor's average, when compared to the average AACIAC contained in 
the MFRs, resulted in a reduction to water rate base of $115,371 
and a reduction to waatewater rate base of $98,456. Audit staff's 
computation did not include forecasted CIAC not yet recorded on th~ 
utility's books. The forecasted CIAC relates to the FGCU in th~ 
amount of $261,350 and to the force main on Corkscrew in the amount 
of $127,526. Ms. Welch concluded that, if the projected CIAC was 
amortized for the entire year, using a 13-month average, the 
increase would be $11,588 inclusive of water and wastewater . 

The staff audit indicated that the utility should recalculate 
amortization on cash using yearly composite rates and that the 
utility should not true-up contributed property to those rates. 
Thus, water expenses must be increased by $12,967, and wastewater 
e xpenses decreased by $7,329. The audi t staff did not calculate 
the corrections to AACIAC that would occur as a result of the 
utility's past (prior to the test year) true-up of contributed 
property at composite rates. As described above, audit staff only 
calc ulated an estimate of what AACIAC should be for the lest 
period, based on the utility's gene ral ledger balance. 

Utility witness Andrews testified that the utility amorti zes 
CIAC using a composite rate and that Gulf has been doing this for 
a number of years. Further, she testified that this is one of the 
alternative methods permitted by Rule 25-30.140, Florida 
Admi nistrative Code. Ms. Andrews testified that Ms. Welch's 
proposal to amortize CIAC by function is a change from the 
utility's current permitted practice . Ms . Andrews disagreed with 
the underlying procedures of implementing audit staff's 
recommendation, and disagreed that a rate proceeding was the 
i nappropriate f orum for addressing these d i fferences. 
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Ms. Andrews disagreed with audit staff on several points: 
audit staff used a period different from the test year; since audit 
staff tested the period September, 1995 through August, 1996, their 
assumptions are not consistent with a 13-month average required by 
the MFRs; and the utility requested new service availability 
charges for both water and wastewater, so the balance in the MFRs 
i s different from the general ledger. 

On cross-examination, witness Andrews was asked to read Rule 
25-30.140, (8) (a), Florida Administrative Code, which, in part, 
states: 

The CIAC plant shall then be amortized either 
by account, function or bottom line depending 
on availability of supporting information. 
The a.ori:i-t.i.OD ~at:e ahall be tbat o~ the 
appzop~iat:e aaooaDt or ~unat.i.on where 
auppo~t.i.Dg doo entation ia aYailable to 
ict.Dt:J1y t:M aaooaDt or ~unction o~ the 
related C%AC plaDt. Otherwise, the composite 
plant amortization rate shall be used. 
(emphasis added) 

Ms. Andrews confirmed that the utility does maintain records of 
CIAC by function and that these records were available at the time 
Gulf filed this rate case. She testified that she came to work for 
the utility in the 1980s and that the records were not as detailed 
at that time. Ms. Andrews testified that, since her employment, 
she has been able to update CIAC records by function. However, 
Gulf has continued to use a composite rate when amortizir.; CIAC. 

After reading the rule on CIAC amortization, witness Andrews 
could not agree that, where supporting documentation is available 
by function, there is no option to use a composite amortization 
rate . She testified that Gulf has always used composite 
amortization rates, including the use of such rates in preparation 
of the MFRs . Ms. Andrews stated, again, that this rate proceeding 
is not the appropriate forum to determine whether the utility has 
used appropriate amortization rates. She testified that after this 
proceeding is over, that would be the appropriate time to discuss 
the correct method of amortizing CIAC. 

Ms . Andrews was asked, at hearing, to provide a late-filed 
exhibit detailing the adjustments that would be necessary to 
AACIAC, assuming that the Commission disallowed Gulf's use of a 
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composite amortization rate. The late-filed ~xhibit did not 
provide an adjustment; instead, Gulf reiterated its position that 
it is an alternative under Rule 25-30.140, Florida Administrative 
Code, to use a composite amortization rate. 

The audit staff clearly used the period from September, 1995 
through August, 1996 in analyzing the balance of AACIAC, and did 
not calculate the corrections to AACIAC that would occur as a 
result of the utility's past (prior to the test year) true-up of 
contributed property at composite rates. Audit staff only 
calculated an eatiaat:e of what AACIAC should be for the test 
period, based on the utility's general ledger balance. For these 
reasons, the audit suggested that the utility correct the balance 
of AACIAC. Furthermore, the utility's late-filed exhibit did not 
reflect the utility's corrected balance of AACIAC, assuming that 
the use of a composite amortization rate was disallowed. ThP. 
utility continued to advocate the position that Rule 25-30.140, (~) 

(a), Florida Administrative Code, give ; the utility an option t0 
amortize CIAC using a composite rate even if the plant records are 
available by function. 

Contrary to Ms. Andrews' assertion, it is well within the 
purview of this rate proceeding for this Commission to determine 
the appropriateness of Gulf's method of amortizing CIAC and to make 
any adjustments, as needed. We will not ignore this issue merely 
because the utility has been using composite rates for a number of 
years and it has not been addressed un t il this rate proceeding. 
Accordingly, based on the evidence in the record, we shall make 
adjustments to correct test year amort ization and AACIAC. These 
adjustments shall be based on audit staff's calculations, which 
relied on the data made available by the utility. This is the best 
information with which to make an adjustment, as the utility did 
not make any attempt to enter pro~vsed adjustments into the record. 
Further, if the utility wishes to have AACIAC corrected to a fully­
supported balance, it is not precluded from requesting that 
adjustment in its next filing. 

Therefore, AACIAC for both the water and wastewater systems 
shall be reduced in the amount of $115,371 and $98,456, 
respectively. Additionally, test year amortization for water shall 
be increased by $12,967 and test year amortization for wastewater 
shall be decreased by $7,329. 
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Adjystments Related to Working Capital 

Our dete~ination of the utility's working capital involved 
the review of all components of the utility's test year projection, 
including unamortized debt discount and issuance expense, 
industrial development revenue bonds (!ORBs), and interest 
receivable. Our review and conclusions are set forth below. 

Utility's Projection of Test Year Working Capital Accoynts 

The utility did not provide the forecast methodology for 
working capital in its MFRa, nor did it provide that information to 
the audit staff ~ Therefore, the audit staff generated the most 
current 13-month average working capital for the period from 
August, 1995 through August, 1996. The audited amounts were then 
compared to the forecasted amounts in the MFRs and the utility was 
requested to provide reasons or support for amounts that would 
change from September through December, 1996, in order to bring any 
discrepancies closer to the fozecast. The audit of working capital 
indicated that Gulf's projection improperly excluded or included 
certain accounts in its determination of working capital. 

In its brief, Gulf argued that the staff audit contains a 
working capital computation based on an historic period rather than 
the approved projected test year ended 1996. Gulf also contended 
that, other than requesting reasons for ch~.nges in working capital 
accounts for the period September, 1996 through December, 1996, no 
analysis was performed by staff as to the reasonableness of the 
working capital accounts. 

Staff witness Welch testified that by auditing the period from 
August, 1995 through August, 1996 and then adjusting those numbers 
for known and measurable changes, requested from the utility, that 
the end result was still an audit of t~. a projected test year ended 
December 31, 1996. The utility's concern that staff performed no 
analysis to determine the reasonableness of the working capital 
accounts is off-point. The audit staff chose to audit the period 
from August, 1995 through August, 1996 because the utility did not 
provide any forecast methodology, as required in the MFRs, for the 
working capital components. Further, when asked, the utility could 
not and did not provide the support for the working capital 
projection. Therefore, audit staff had no choice but to utilize 
the most recent period at the time of the audit, which was August, 
1995 through August, 1996. By choosing this period, requesting any 
changes from the utility for the period September, 1996 through 
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December, 1996, and comparing the results to the projected working 
capital accounts, staff auditors tested the reasonableness of those 
pro jected working capital accounts. 

OPC witness Dismukes advocated a negative working capital 
amount of $46,062. She arrived at this amount by starting with the 
working capital balance of $381,610 from staff's audit report . 
From this balance, she removed unamortized rate case expense, which 
she stated should be an incentive for the utility to minimize rate 
case expense. Next, she removed unamortized debt discount and 
issuance expense because it is included in the utility's cost of 
debt. She further decreased working capital for an additional 
amount of accrued interest related to the IDRBs . Finally, Ms. 
Dismukes increased working capital for accounts receivable a:1d 
materials and suppli-es, in accordance with Gulf's response to 
staff's audit report. 

Gulf contended that because OPC witness Dismukes used the 
working capital amount determined by staff as a basis for her 
analysis, her workinq capital determination should also be 
rejected. In rebuttal, Mr. Nixon testified that Ms. Dismukes did 
not understand the concept of an allowance for working capital. He 
stated that an allowance is just that, "an allowance over and above 
t he capital investment in plant and other specifically measured 
rate base itemsw. According to Ms . Didmukes' definition, current 
assets and current liabilities are a source of capital for rate 
base plant investment. Mr. Nixon stated that long-lived plant 
as sets simply are not funded by working capital, but i nstead, 
working capital is a measurement of cash required to fund day-to­
da y operations. 

Mr. Nixon first removed $43 which represented the 13-month 
average of interest earnings on th~ operating cash account. This 
adjustment corresponds to the stipulation that interest income is 
appropriately matched with cash balances because both are removed 
from the rate making equations. Mr. Nixon removed $87,686 of plant 
const ruction payables from the utility's original balance in Trade 
Accounts Payable. We concur with Mr. Nixon's explanat ion for this 
adjustment , that the plant assets related t o the payables are 
inc luded i n ra t e base and earn a rate of return; the refore, such 
payables shall be eliminated from working capital . Additionally, 
the source of payment for construction i s long-term debt, which is 
a c counted f or i n the capita l structur e, along wi th customer 
deposits. 
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Mr. Nixon removed $114 of Accounts Receivable to a related 
party. We approve of this adjustment because receivables with a 
related party are normally not included in working capital; 
regardless, the amount is very minimal. Next, Mr. Nixon made an 
adjustment to increase materials and supplies by $13,150 for 
additional water chemicals needed to improve water quality. Mr . 
Nixon then removed the balance of $78,031 in the account 
Miscellaneous Current and Accrued Assets because it represented 
interest receivable on the IDRB special deposits. This interest 
receivable correlated to Mr. Nixon's removal of $238,739 of Accrued 
Interest which represented interest payable on the IDRBs. $557 
remains in the Accrued Interest account after this adjustment. Mr. 
Nixon contended that these adjustments to interest receivable and 
accrued interest follow the matching concept for accounting. 

Mr. Nixon removed the utility's original inclusion of $389,922 
for Unamortized Debt Discount and Issuance Expense from the working 
capital calculation, as this account was used in the capital 
structure and cannot be included in both places, and its removal 
was stipulated by the parties. Preliminary Survey and 
Investigation and Clearing Accounts in the amounts of $9,895 and 
$2,026, respectively, were removed, as these accounts did not 
relate to day-to-day operations. Finally, Mr. Nixon stated that 
the average amount of rate case expens~ ultimately approved should 
be substituted for the projected test year balance. The projected 
test year balance of Deferred Rate Case Expense is $57,561; 
therefore, Mr. Nixon included this amount is his calculation. 

We approve and agree with all of Mr. Nixon's adjustments and 
the conclusions drawn in his rebuttal testimony, with the exception 
of one statement: that the accuracy of the utility's original 
projections becomes irrelevant as uu outcome of his analysis of the 
appropriate working capital allowance. The difference between the 
utility's originai $593,611 projection and Mr. Nixon's $486,853 
projection, which includes final deferred rate case expense, is 
considerable. The difference of $106,758 is not irrelevant, and 
demonstrates that some of the utility's working capital components 
i nc luded in the MFR projection were not appropriate, nor were some 
of t he projections reasonable. 

Nonetheless, we approve Mr. Nixon's proposed allowance for 
working capital and disagree with witness Dismukes' proposal . 
Additionally, we disapprove of her removal of deferred rate case 
expense as an i ncentive for Gulf to keep rate case expense at a low 
level. This is an improper mechanism to lower rate case expense. 
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Furthermore, it is consistent to match the unamortized expense with 
the allowed expense. Because the utility will not receive recovery 
of all rate case expense until the end of four years, disallowing 
the unamortized portion would deny recovery of the utility's 
investment. 

Furthermore, Hs. Dismukes did not remove accrued interest 
payable from her calculation, which automatically places working 
capital into a negative position, even by matching such an 
adjustment with the removal of interest receivable . Another 
account which dramatically affects Ms. Dismukes' determination of 
working capital is Trade Accounts Payable. Again, she based her 
calculation on staff's audit, which reflec t s a balance of $209,853 
for this account. Witness Nixon testifies that this balance should 
be $83,203. This is a significant difference which speaks for 
itself in terms of the negative impact on Ms. Dismukes' working 
capital computation. The other accounts on which Ms. Dismukes 
differs in her analysis are relatively immaterial when compared to 
those larger differences just discussed above, and do not warrant 
further discussion. 

We have addressed all of the components of working capital, 
the MFR projected balance, and witness Nixon's adjustments and 
final working capital allowance. In accocdance with the evidence 
in the record and our analysis, we find that an adjustment shall be 
made to reduce the utility's working capital allowance by $106,758, 
to be prorated as a reduction to water of $64,178 and a reduction 
to wastewater of $42,580. 

Unamortized Qebt piscouot and Issuance Expense 

In its filing, the utility included unamortized debt discount 
and i ssuance expense of $389,922 in the working capital 
calcu l ation. When audit staff performed its audit of the working 
capital forecast, they included $394, 954 for this account in 
arriving at net working capital. Audit staff also reported that 
t hey we re able to trace the accounts that comprise unamortized debt 
di s count and issuance expense to the utility's cost of capital 
schedule, which means that these accounts were included in two 
places in the MFRs. All parties agreed that unamortized debt 
di scount and expense could not be included in rate base and in cost 
of capital ; therefore, it should be removed from working capital. 
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Utility wi~ness Nixon provided extensive rebuttal testimony on 
the appropriate working capital allowance. His allowance does not 
include unamortized debt discount and expense. Thus, the 
contention between the parties became a question of the appropriate 
dollar amount that should be removed. However, subsequent to the 
hearing, Gulf filed a letter on March 17, 1997, stipulating that 
this account was included in arriving at the cost of debt in the 
cost of capital. Therefore, Gulf argued that working capital 
should be reduced by $389,922, according to utility witness ~!xon's 
working capital determination. 

Unamortized debt discount and expense cannot be included in 
rate base and in cost of capital; therefore, the amount shall be 
removed from the working capital calculation contained in the MFRs 
We have accounted for unamortized debt discount and expense in cur 
prior discussion regarding the removal of the utility's working 
capital allowance. 

Adiustment to the Proiected Balance of Accrued Interest 
for the Induatrial peyelopment Reyenye Bonds !IDRBsl 

In the utility's filing, $239,296 was included as th~ balance 
in the accrued interest account. According to the Staff audit, the 
utility adjusted this amount to $26~,790 in response to staff's 
analysis of the workinq capital calculation. All parties agreed 
that the appropriate balance should be $269,790. 

Mr. Nixon testified that Gulf's interest payable is not funded 
by the operating cash account. Instead, cash is depc~ited into a 
special account from which the interest is paid . Mr. Nixon removed 
t he balance of special deposits f r om his determination of working 
capital. Therefore, in keeping with the matching principle, Mr. 
Ni xon also proposed removing the balance of accrued interest from 
the working capital calculation. Mr. Nixon testified that, 
conversely, if interest on the IDRBs was paid from the operating 
account then the balance of accrued interest should remain in the 
working capital computation. Because this is not t he case with 
Gulf, he advocated removing accrued i nterest in order to be 
properly matched with the elimination of the special deposits which 
fund the interest payments . 

OPC wit ness Dismukes agreed with the utility as to the balance 
for accrued interest. However, she did not analyze the matching of 
t he cash deposits, which fund the util i ty's interest payments, to 
t he accrued interest account. 
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We find that the conclusions drawn by witness Nixon in his 
rebuttal testimony are valid and well supported. Because we have 
removed interest receivable from the working capital calculation, 
it follows that accrued interest must also be removed. 
Accordingly, while an adjustment should be made to the balance of 
accrued interest, it shall nonetheless be excluded from the working 
capital calculation in keeping with the matching principle. 

Interest Receiyable 

The utility included $78,031 as the balance of Miscellaneous 
Current Assets. This account represents interest receivable on 
special deposita related to the IDRBa. We have found that the 
record supports the exclusion of accrued interest on the IDRBa from 
the working capital computation, so long as such an adjustment is 
offset with the exclusion of interest receivable. Accvrding to Mr. 
Nixon, such an offaet achieves proper matching of assets with 
liabilities. Likew.ise, OPC agreed that interest receivable should 
not be included in the working capital calculation. Accordingly, 
interest receivable shall be excluded from the working capital 
allowance. 

Working Capital - Conclusion 

We have made a composite adjustment downward to the utility's 
projected balance of $593,611 for working capital in the MFRs. Our 
adjustments to the components discussed herein result in a decrease 
of $106,758 to the projected amount. Therefore, we approve working 
capital in the amount of $486,853. This amount was calculated 
using the balance sheet approach in accordance with Rule 25-
30.433(2), Florida Administrative r ode. The working capital 
allowance shall be prorated $293,966 to water and $192,887 to 
wastewater. 

Rate Base Summary 

Based on the adjustments made herein and the use of a 
thirteen-month average, we find rate base to be $3,449,029 for 
water and $3,164,213 for wastewater. 

COST OF CAPITAL 

Our calculation of the appropriate cost of capital is depicted 
on Schedule No. 2. Those adjustments which are self-explanatory or 
whi ch are essentially mechanical in nature are reflected on those 
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schedules without further discussion. The major adjustments are 
discussed below. 

Credi t Accumulated Qeferred Income Taxes 

In its filing, the utility reported that credit accumulated 
deferred income taxes included in the capital structure were 
$1,517,923. This amount was prorated, along with the other sources 
of capital, to equal the utility's requested rate base . There was 
no testimony or cross-examination on this issue. We have made 
adjustments to rate base as well as the dollar amount of equity 
included in the capital structure, as discussed in this Order. We 
find that no adjustments to credit accumulated deferred income 
taxes are necessary and the utility's projected balance shall be 
approved. 

Appropriate Cost of Capital 

The overall cost of capital is based on the utility's 
projected 13-month average capital structure, as impacted by the 
ad j ustment to equity associated with lines contributed from the 
Caloosa Group . The parties stipulated that the cost of common 
equity should be baaed on the leverage formula in effect at the 
time of our decision in this proceeding. Using the utility's 
adjusted equity ratio, the cost of equity is 11 . 88 percent, with a 
range of 10.88 percent to 12.88 percent. The resulting overall 
cost of capital is 9.20 percent . The range of the overall cost of 
capital is 9.12 percent to 9.28 percent. 

NET OPEBATING I NCOME 

Our calculations of the appronriate net operating income is 
depicted on Schedule No. 3-A for the water system, and on Schedule 
No . 3-B for the wastewater system. Our adjustments are itemized 
on Schedule No . 3-C. Those adjustments which are self-explanatory 
or whi ch are essentially mechanical in nature are reflected on 
those schedules without futher discussion . The major adjustments 
a r e discussed below . 

Operating Re yenues 

Test Year Gallonage and Reyenye Proiections 

Cons i s tent with our decision to i nclude the costs , expenses 
and revenues associated wi th FGCU i n this rate proceeding, the 

1 
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appropriate water and wastewater gallons for FGCU must be 
determined. 

Consumption projections for the university were included in 
the utility's MFRs and set forth in the special service 
availability agreement addressed later in this Order. The 
consumption projections were calculated based on number of 
students, faculty and staff, and considered the academic calendar 
and enrollment. However, we have adjusted the consumption figures 
in the utility's filing, to 206 gpd per ERC for water and 158 gpd 
per ERC for wastewater. Applying these amounts to the associated 
number of ERCs for the university would result in lower projected 
gallons, which in turn would result in a higher gallonage charge. 
Further, lower projected gallons would lower the revenue 
requirement, which ultimately could put the utility in an 
overearnings posture. 

Until actual flows can be documented through meter readings , 
the projections set forth in the utility's MFRs are acceptable: 15 
mi llion gallons for water, and 10.6 million gallons for wastewater. 
Therefore, although we have lowered the general ERC projections 
made in Gulf's filing, we will make no change to the utility's 
proj ections for the university. 

Miscellaneous Seryice Reyenues 

When both water and wastewater miscellaneous revenues exist, 
a ut ility may record the total either as water or wastewa~er 
miscellaneous revenues. For this docket, the utility included 
miscellaneous revenues in total as water miscellaneous revenues. 
We approve the utility's methodology of recording and amount of 
miscel laneous revenues in ita MFRs . No adjustment is necess~~Y to 
th is account. 

Reuse Reyenuea 

Gulf did not have a tariffed charge for the provision of 
reus e , and di d not include any projec tions for reuse in its 
p r o j ected revenues. Because we have determined the appropriate 
r e use rate to be zero, no adjustment to test year revenue is 
necessary on this point. 
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Interest Incgmo Rocordld Below the Line 

OPC witness Dismukes contended that the utility has booked 
interest income below the line related to cash included in the 
working capital allowa~ce. Ms. Dismukes arrived at this adjustment 
after reviewing the utility's response to an OPC interrogatory, 
which confirmed that the operating account included in the working 
capital calculation earns interest. Utility witness Nixon 
testified that Gulf's operating account earns a modest amount of 
interest which he removed in arriving at net working capital. In 
fact, Mr. Nixon's working capital calculation removed from cash all 
interest bearing money market accounts and the 13-month average of 
the interest earnings from the operating account. 

Mr. Nixon's testimony on working capital provided a revised 
number from that contained in the utility's filing. The filing had 
included the 13-month average of the interest earnings on the 
operating account. OPC contended that, in utility's witness 
Andrews' rebuttal testimony, the utility agreed with Ms. Dismukes' 
adjustment. ~ 

We do not believe that Ms. Andrews agreed with OPC's 
adjustment, but instead erred in her testimony. Mr. Nixon's 
rebuttal testimony addressed each component of the utility's 
requested working capital allowance. Based on this evidence, we 
find it appropriate to remove the interest from the operating 
account in arriving at working capital, which negates the need for 
adjusting interest income above the line . Accordingly no 
adjustment will be made to move interest income above the line, as 
this would result in improper matching. 

Adjustments to Proiected Test Year Sa 1 aries and Benefits 

According to utility witness Cardey, the Caloosa Group is a 
land development utility and an affiliate to the utility with the 
same owners as Gulf, and the same proportionate interests . Namely, 
80 percent is owned by Russell B. Newton, Jr. and 20 percent is 
owned by James W. Moore. According to Mr. Cardey, some of Gulf's 
employees provide general supervision and accounting services to 
Caloosa. Those employees participate in selling lots and in the 
homeowners' association of Caloosa Trace, plus administration of 
the Caloosa-owned office building. Five employees provide services 
to both companies: the President (Mr. Moore); the Chief Financial 
Officer (Ms. Andrews); the Assistant to the CFO (Ms. Babcock); the 
Administrative Manaqer (Ms. Rivers)/ and the Administrative 
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Assistant (Ms. Gravel). According to the audit report; each of 
these employees are paid directly from Caloosa for the services 
t hey provide. 

Mr. Cardey testified that in analyzing the payroll of Caloosa 
he first made a determination of the services Gulf provided to 
Caloosa, then reviewed the time required by each person who 
performed the service. He stated that two people maintain the 
books and perform record keeping at an estimated nj ne hours pet· 
month. One person handles the selling of lots and does 
administrative work for the homeowners' association, at an 
estimated 16 hours per month. Additionally, Mr. Moore and his 
secretary spend an estimated 5 percent of their time each on 
administrative duties related to Caloosa. Mr. Cardey stated that 
he used current payroll costs for each employee and added payroll 
taxes and health insurance cost to come up with an estimate of what 
Caloosa should have paid in salaries. His calculation wa~ 
approximate to the $12,142 paid to Gulf's employees by Caloosa . 
Since the five employees are paid directly by Caloosa, Mr. Cardey 
determined that no salary expense allocation to Caloosa was needed, 
as his estimate is approximate to what was actually paid. 

OPC witness Dismukes advocated an adjustment to the salaries 
of Gulf's employees that provide services to both the utility and 
to Caloc.sa. She demonstrated that the hourly rate for those 
employees that perform services for Gulf is considerably higher 
t han the hourly rate for services performed on behalf of Caloosa. 
Ms. Dismukes testified that the hourly rates charged should be the 
same for both Gulf and Caloosa. In order to achieve this, Ms. 
Dismukes reallocated the salaries charged to Caloosa based upon the 
combined hourly rate of Caloosa and Gulf. Ms. Dismukes utilized 
t he information contained in a document which includes the Earnings 
and Deductions reports for Caloo~a from September, 1995 to August , 
1996. These reports detail the earn i ngs for each of the five 
employees for the period, including a column for the hours worked 
dur ing the period . 

To ensure that both t~ e utility and i ts affi l i ate are payi ng 
t he same amount per hour for the services of Gulf's employees, Ms. 
Dismukes reallocated total Gulf plus Caloosa salary for each of the 
employees based upon the total number of hours worked for each 
entity during a year. Ms. Dismukes' analysis assumed that Mr. 
Moore is the only one of the five employees who provides services 
to Caloosa above the standard 2,080 hours per year that he works 
for Gulf . Additionally, Ms . Dismukes' analys i s assumed that the 
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remaining of the shared employees work for Caloosa within the 
parameter of a 40-hour work week. By taking each employee and 
combining the salaries expense for Gulf and Caloosa and then 
dividing by the respective hours worked by each employee for both 
entities, Ms. Dismukes arrived at one combined hourly rate which 
she stated is appropriate to use in determining the salary for each 
entity. She used this new combined hourly rate and multiplied it 
by the number of hours taken for each employee from the Earnings 
and Deductions reports to determine the salary that should have 
been paid by Caloosa. Based on this difference, she then 
reallocated some of Gulf's salar ies expense to Caloosa. The result 
of this calculation for each of the five employees was an 
adjustment to reduce Gulf's requested salaries expense by $8,947. 

Staff witness Welch testified that the percentage of Caloosa 
payroll to total Caloosa and Gulf payroll during the last audit was 
12.67 percent, while the most recent payroll register reflected 
Caloosa payroll at 2.13 percent of total payroll. According to 
staff's audit report, Audit Disclosure No. 3, in analyzing the 
differences, the audit staff reviewed the Caloosa Earnings and 
Deductions reports and the pay shown to arrive at an hourly rate. 
The conclusion drawn in the audit report is that the hourly rates 
used for Caloosa and Gulf appear to be very different. 

In rebuttal, utility witness Cardey testified that he was the 
only witness who reviewed the services that Gulf's employees 
provide to Caloosa. The re~ult of his direct analysis was that the 
present salaries paid to Gulf employees by Caloosa are reasonable. 
Mr. Cardey testified that neither staff nor OPC made a study of the 
work performed or the time spent by the personnel involved. 

Gulf also cited Sunshine Utilities v. Public Service 
Commission, 624 So. 2d 306, 312 (Fla. 1st DCA 1993), in which the 
Court found that in a rate case, "the best way to allocate employee 
expenses was actual time." Gulf alleged that witness Cardey 
allocated employees' time for both Gulf and Caloosa based on actual 
time expended in work for each entity. 

Page 23 of Audit Disclosure 3 reflects differences found in 
the hourly rates between Gulf and Caloosa employees . The staff 
witness's calculation for C&loosa's hourly rates was taken directly 
from Caloosa Earnings and Deductions reports provided to the 
auditors by the utility. The Earnings and Deductions reports 
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provide the basis for the staff witness's proposed adjustments. 
Ms. Dismukes, like the audit staff, utilized the information 
contained in the caloosa Earnings and Deductions reports to analyze 
the difference in pay rates between Gulf and Caloosa employees. 

It is not clear, however, what period Mr. Cardey used to 
analyze payroll costs or how he actually came up with percentages 
for time worked, other than subjectively arriving at a percentage 
just by talking to the employees. Witness Cardey's percentages 
found in his exhibit range f rom 2 percent to 10 percent. Mr. 
Cardey found one person who spent 10 percent of her time on 
Caloosa-related business, the administrative person who spent 16 
hours per month, as mentioned above. This percentage does 
correlate to the calculated percentage from the Earnings and 
Deductions report for · this same employee. However, Mr. Cardey'~ 
determination of S percent for Mr. Moore does not correlate . Tt.e 
report for Mr. Moore reflects that he spends approximately 12.~ 
percent of his time on caloosa-related business. Similar analyses 
can be done for all of the related employees and (Jocl'centage 
differences can be found, but Mr. Moore's is the greatest 
difference. 

During cross-examination, Mr. Cardey testified that the 
Earnings and Deductions reports do n0t represent the hours that 
employees work for Caloosa. He testified that the salaries were 
set in 1988, that the hours were set for computer payroll purposes, 
and that an individual review of employees' h,....,rs are necessary. 

Mr. Cardey has not provided a solid basis on which we can 
determine the reasonableness of the Caloosa salaries. Contrary to 
his assertion, both staff and OPC witnesses utilized documents 
provided by the utility as a bas · ~ for their respective analyses. 
Both attempted to arrive at a fair hourly rate by utilizing the 
best information available, that being the Earnings and Deductions 
reports for the Caloosa Group for the most recent period of 
September, 1995 to August, 1996. 

We find Mr. Cardey's explanations and analysis regarding this 
issue to be insufficient. It is irrelevant that the salaries were 
set in 1988; if loqic dictates that salaries should be increased 
each year for Gulf, so should the salaries for Caloosa. Thus, the 
utility has not satisfied its responsibility of burden of proof. 
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Based upon our review of the testimony and documentation, we 
find that the percentages arrived at by witness Cardey are too 
subjective and shall not be used as a benchmark for the 
appropriateness of salaries paid by Caloosa. Instead, we find the 
most reliable information to be the Caloosa Earnings and Deductions 
reports, which is a reflection of actual time. 

It is logical that in order to determine the appropriate 
percentage of time that each employee spends on Caloosa-related 
business, one would reference a record such as the Earnings and 
Deductions reports. By dividing the salary for the period by the 
total number of hours worked, this reflects an hourly rate. Taking 
the total number of hours worked and dividing them by 52 weeks in 
a year reflects ~n approximate number of hours worked per week. 
Further, dividing these hours per week by a 40-hour work week 
reflects the percentage of time worked, on average, for Caloosa. 
Accordingly, based on the record and our analysis, salaries expense 
shall be reduced by $5,905 for water and $3,042 for wastewater in 
order to properly allocate Caloosa-related payroll back to Caloosa. 
Corresponding adjustments to benefits associated with Caloosa 
payroll and payroll taxes are addressed herein. 

vice President's Salary and 8tnofits 

The ut:ility projected $49,608 in salary expense for Mr. 
Randall Mann, the Vice-President of Gulf. Mr. Mann does not 
physically work at the utility's location in Estero, Florida . 
Instead, he conducts his duties from Jacksonville, Florida, where 
he also works for another utility and lives full-time. During 
cross-examination, Mr. Moore stated that Mr. Mann has worked for 
Gulf for approximately 10 years. However, when asked if Mr. Mann 
worked full or part-time for this ucility in Jacksonville, Mr. 
Moore did not know, nor was Mr. Moore certain of Mr . Manr' s 
position. Further, Mr. Moore testified that he does not know how 
Mr. Mann spends his days, but that Mr. Mann is available to the 
utility when he is needed. 

According to Staff witness Welch, during the course of the 
audit, Mr. Mann was asked to provide a letter whic h would confirm 
how much time he spends on utility business . The staff auditors 
rece ived a list of Mr. Mann's responsibilities with c:t statement 
from the utility that •rhe amount of time spent per week on these 
various duties varies considerably depending on the needs of the 
company." 
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In its brief, the utility cites Metropolitan Dade Co. W&S Bd. 
v. Community u. Co£P., 200 So. 2d 831, 832-833 (Fla. 3rd DCA 1967), 
wherein the Court held that a regulatory commission in ruling upon 
the reasonableness of an executive salary allowance must base its 
ruling on evidence establishing individual duties and activities 
and the complexity of those duties. In support of this argument, 
the utility also cited the following three cases: Southwestern Bell 
Telephone Co. y. Public Seryice Commission of Missouri, 262 u.s. 
276 (1923}; SUnshine utilities of Central Florida. Inc. v. Florida 
Public Seryico Cgmm1aaion, 624 So. 2d 306 (Fla. 1st DCA 1993); and 
Florida Bridge Co. y. BftYia, 363 So. 2d 799 (Fla. 1978). We agree 
with the evidentiary requirements set forth in the foregoing cases. 
However, Gulf has the burden of establishing the individual duties, 
activities, and the complexity of Mr. Mann's duties. ~Florida 
Power Corporation y. Crease, 413 So. 2d 1187 (Fla. 1982). In t~e 
present case, Gulf did not fully meet its burden of proof. 

During discovery, the utility responded to a request for an 
estimate of the time that Mr. Mann devotes to utility business by 
stating that Mr. Mann does not submit time records and is paid on 
a salary basis. On cross-examination, Mr. Moore explained that 
the utility was not able to obtain an hourly estimate, because Mr . 
Mann was unavailable. OPC contended that if Mr . Mann was truly 
available to the utility when needed , as testified by Mr. MooLe, 
Gulf should have been able to obtain time records from Mr. Mann. 

Mr. Moore testified during cross-examination that Mr. Mann is 
compensated based upon the value of his services. Mr. Mann holds 
a Master's Degree in Business Administration, is a Certified Public 
Accountant, and a Chartered Financial Analyst. He is responsible 
f or various management-level accounting, financial, and tax 
matters. According to Gulf, Mr . '1ann participates in all utility 
bor r owings and related financing negot iations, and testified in 
Doc ket No. 940418, Southwest Florida Capital Corporation v. Gylf 
Utility, which involved issues related to CIAC . 

OPC witness Dismukes testified that Gulf d i d not prove the 
reasonableness of the salary paid to Mr. Mann. Based upon her 
review o f Mr. Mann's duties, she estimated that Mr. Mann should 
s pe nd approximately 10 hours per week, or 520 hours per year on 
utili t y-rel ated matters. Ms. Dismukes proposed that Mr. Mann's 
hourly salary be based on the mid point between Mr . Moore's and Ms . 
Andrews ' salary, or $35.00 pe r hour . Thus , she advocated ·a salary 
o f $18 , 200 per year, with a reduction t o test year expenses of 
$30 , 234. 
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Although the utility has not fully met its burden of proof as 
to the reasonableness of Mr. Mann's salary, we do not find Ms. 
Dismukes' recommendation to be entirely reasonable. If Mr. Mann 
were paid on a contractual basis for the services he provides, his 
rate would be much higher. Witness Nixon, for example, is a partner 
in his firm and commands a rate of $140 per hour. Considering Mr. 
Mann's credentials, he would likely command a similar rate. 

Even though an estimate of hours has not been provided by the 
utility, logic dictates that the hours worked per week by Mr. Ma~n, 
on utility business, averages out ove - the year . However, some 
daily record or journal of utility-related activities must be 
maintained by Mr. Mann. 

The utility could not adequately support the amount requested 
for Mr. Mann's salary, and could not provide a time estimate for 
him. If a utility is requesting recovery of this magnitude of 
expense, it should certainly be able to provide all reasonable 
means of validating its position. Gulf has not done so. The 
utility has not clarified whether Mr. Mann works 40 hours per week 
or less than 40 hours per week for the utility, nor provided an 
estimate of Mr. Mann's time, despite having sufficient time to do 
so. The evidence in the record suggests that Mr. Mann is not a 
full-time employee of Gulf, since he also works for a utility in 
Jacksonville, where he lives. We therefore conclude that the 
record supports an adjustment to Mr. Mann's salary. 

Mr. Mann's responsibilities as vice president are more similar 
to the responsibilities of a contraciual services person than to 
those of a regular employee. Given the value of his services, 
whi ch is based on his expertise and qualifications, Mr. Mann should 
undoubtedly be sufficiently compene 1ted. We are concerned with 
how to measure Mr . Mann's time spent on utility-related business, 
as the utility has failed to provide this support. 

The only support in the record on which to make an adjust~ent 
is the testimony of Ms. Dismukes, and we have relied on her 
analysis to the extent of her estimate of hours worked per week. 
We believe that Ms. Dismukes' estimate of 10 hours per week, or 520 
hours per year, is fair baaed on the fact that Mr. Mann does have 
another job in Jacksonville. However, we do not agree with the 
hour ly rate that Ms. Dismukes has used. A vice president with the 
responsibilities, expertise, and qualifications of Mr. Mann should 
be compensated at an hourly rate similar to the president of the 
util ity. There is not much of a difference between the level o f 
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responsibilities of the president 
although, it is certain that 
responsibilities. 

a nd vice president of Gulf; 
each one has their own 

We find it appropriate to use an hourly rate of $49, which is 
approximately the adjusted hourly rate of Mr. Moore. An estimated 
520 hours per year at $49 per hour yields an annual salary of 
$25,480, on a part-time basis. Thus, Mr. Mann's salary shall be 
reduced to $25,480. The difference between Mr. Mann's adjusted 
test year salary and final, approved salary is a $22,954. Test year 
expenses shall be reduced by t h is amount, prorated $15,150 to water 
and $7,804 to wastewater. Additionally, the utility is hereby 
ordered to maintain records of Mr. Mann's daily, utility-related 
activities, on a going-forward basis. 

Adjustments to Salary Expense for Pay Increases 

According to OPC witness Dismukes, the projected 1996 pay 
increases range from 6.5 percent to 9.6 percent for Gulf's officers 
and managers. Ms. Dismukes states that, according to the utility, 
salary increases were 5 percent in 1992, 4 percent in 1993, 5 
percent in 1994, and 4 percent in 1995. According to Ms. Dismukes, 
the overall budgeted increase was 6.5 percent; however, the 
increases vary by employee. Ms. Dismukes prepared a schedule which 
shows the percentage increases for th:: employees at issue, and 
indicates that some individuals actually exceed the 6.5 percent 
overall increase. Based on the trend of salary increases in the 
past, Ms. Dismukes supported reducing salaries expense for a 5 
percent increase which results in a reduction to test year expenses 
o f $7,416. 

On rebuttal, utility witness Moore testified that Gulf's 
salaries expense compares favorab:y to nine other utilities that 
operate in Lee County. Referencing a n annual salary survey 
conducted by Pine Island Water Company, he stated that Gulf's 1995 
wages were about 12 percent lower than the average for the other 
utilities. Mr. Moore further testified that Gulf was attempting to 
nar r ow the gap between Gulf's salaries and those of the nine other 
utilities. Mr. Moore believed that the issue should be whether 
Gulf has excessive payroll costs and whether the utility is 
operating efficiently, not what salary levels are or what the 
increases might be. 
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During cross-examination, Mr. Moore admitted that his salary, 
the salary of Mr. Mann (Vice President), and the salary of Mr. 
Messner (Operations Manager) were not included in the salary survey 
discussed in his rebuttal testimony. The apparent reason for not 
including the above salaries is that there were no comparable 
positions in the survey. Mr. Moore agreed that with two 
exceptions, Gulf's employees have fewer years of service than the 
average of the other companies. He also agreed that in many 
i nstances Gulf's employees have less than one-half the years of 
service of t he other companies' average . Mr. Moore admitted that 
one of Gulf's maintenance mechanics was categorized as a 
maintenance supervisor which, if categorized appropriately, would 
have shown that this person's salary was 42 percent higher than the 
average. 

In its post hearing filing, the utility argued that the 
evidence in the record establishes the reasonableness of Gulf's 
salary increases and that no abuse of discretion in utility 
management has been shown to exist. In support of this argument, 
the utility cited the following four cases: Metropolitan Dade Co. 
W&S Bd. y. Community u. Co;p., 200 So. 2d 831, 832-833 (Fla. 3rd 
DCA 1967); Southwestern 8ell Telephone Co. v. Public Service 
Commission of Missouri, 262 U.S. 276 (1923); Sunshine Utilities of 
Central Florida. Inc. y. Florida fublic Service Commission, 624 So. 
2d 306 (Fla. 1st DCA 1993); and Florida Bridge Co. y. Beyis, 363 
So. 2d 799 (Fla. 1978). 

In the Sunshine and the Metropolitan Dade cases, the Court 
stated: "If any comparisons with the salaries paid by other 
utility companies are to be made, the comparisons must at least be 
based on showing of similar duties, activities, and 
respo nsibilities in the person r ' ceiving the other salary." 
(Sunshi ne, 624 So. 2d 306 at 311 and MetroPolitan Dade, 200 So. 2d 
831 at 833). Based on the record, the salary survey does not 
support the evidentiary requirements set forth in the foregoing 
cases. 

The salary survey is not a valid comparison to Gulf's 
sa l ar i es, in that Gulf's positions are not all comparable and at 
l east one positi on was inappropriately categorized . Further, the 
years of service of Gulf's employees vary greatly from the average 
in the survey . We conclude that the most appropriate gauge of 
reasonable a nd prudent salary increases i s to look at past salary 
i nc reases. We approve the rationale set forth by OPC witness 
Dismuke s and find it appropriate to r educe salaries expense for a 
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5 percent increase in the test year. Accordingly, we find it 
appropriate to reduce salaries expense by $7,416, prorated $4,895 
to water and $2,521 to wastewater. 

Annual Lease Charged bv Caloosa Grouo 

Utility witness Moore testified that in approximately 
November, 1995, Gulf moved its administrative offices into a 3,931 
square foot space within a new building owned by its affiliate, 
Caloosa. This space represents approximately one-third of the 
entire space in the building. The Lee Memorial Health System (the 
hospital), an independent third party, has a lease with Caloosa for 
the remainder of the office space. Gulf's annual lease amount is 
$47,172, which is 3,931 square feet at $12 per square foot. Sales 
tax on the lease is $2,830 per year and common maintenance expense~ 
are estimated at $9,828 per year. 

Staff's Audit Disclosure No. 4, sponsored by Staff witness 
Welch, addressed Gulf's lease with Caloosa. The report stated 
that if no proven outside market exists for affiliate rental 
property, a cost basis is used to determine the appropriate lease 
amount. To illustrate, the audit staff calculated what the lease 
amount would be at cost and compared that to the current amount. 
The calculation took the building plus the land and multiplied this 
total by the allowed rate of return. Depreciation expense, 
assuming the standard 40-year life, was subtracted from the 
utility's return on investment in the building and land. This 
number was then multiplied by the percentage of space that the 
utility occupies in the new building, producing the rent using a 
cost basis. When compared to the c urrent market value lease 
amount, the cost basis was approximately $20,762 lower. 

Caloosa's lease with the hospital is a five-year lease for 
6, 4 60 square feet at $12 per square foot. The lessee is also 
required to pay a proportionate share of operating expenses and is 
g i ven a $15 per square foot improvement allowance. The utility 
provided the auditors with a report from a real estate broker which 
concluded that the appropriate market rental rate for smaller 
tenants would be $15 per square foot, inc lusive of taxes and common 
maintenance expenses. The audit report stated that Caloosa is 
c urrently charging $14.50; however, an analysis of other similar 
office space shows gross rent after adjustments ranging from $11.76 
to $15 .47 per square foot. 
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In rebuttal, Hr. Moore testified that the utility moved its 
administrative operations because Gulf had outgrown the old space 
and needed to provide a more easily accessible location for 
customers. Hr. Moore stated that Gulf was unable to finance a new 
office because of the utility's other capital demands related to 
plant expansion. He also stated that an independent appr.:. ~ser 
substantiated the rental charge as being the market rate. He 
testified that there was no suitable office space available in the 
area to lease from a third party. 

Mr. Moore testified that it was management's judgement that 
the new office space with the lease was the most economical method 
of serving Gulf's customers. He pointed out that most of the 
remaining two-thirds of the building was rentPI"4 at a charge 
comparable to that beinq paid by Gulf, which justifies the 
reasonableness of the rental charge. He further pointed out that 
the report prepared by the real estate appraiser was done 
independently for the bank which ultimately financed the building. 
Mr. Moore quoted the conclusion of the report as follows: "After 
considering comparable rentals, it is our opinion the market rent 
for the subject property is between $10.00 and $12.00 per square 
foot on a triple net basis.w 

OPC witness Dismukes proposed an ad~ ustment for the difference 
between the lease currently charged to Gulf and the present value 
of a levelized lease payment, based upon a 40-year life and a 
discount rate of 9.22 percent. Ms. Dismukes testified that the 
lease is not an arm's-length transaction. Therefore, she tested 
the reasonableness of this lease payment by comparing it to what 
the lease payment would be over the life of the building using a 
cost of capital of 9.22 percent, which is reasonably close to the 
utility's requested cost of capita~ of 9.25 percent. 

Ms. Dismukes' concluded that the levelized lease payment over 
the life of the building would be $64,826, based on the original 
cost of the building to caloosa. As Gulf occupies 33.71 percent of 
the building, Ms. Dismukes multiplied the $64,826 by that 
percentage to arrive at the lease payment that would apply to Gulf. 
The levelized lease payment would be $21,853, compared to the 
amount currently being charged of $47,152 . Taking into 
consi deration the allocation of rental expense back to Caloosa, Ms. 
Dismukes suggested that test year expenses be reduced by $26,162. 
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It is the utility's position that to make an adjustment to the 
lease amount paid by Gulf would be contrary to the Supreme Court's 
decision in GTE Floricia Incorporated y. peason, 642 So. 2d 545 
(Fla. 1994). In that ruling, the Court stated: 

We do find, however, that the PSC abused its 
discretion in its decision to reduce in whole 
or in part certain costs arising from 
transactions between GTE and its affiliates, 
GTE Data Services and GTE Supply. The 
evidence indicates that GTE' s costs were no 
greater than they would have been had GTE 
purchased nrvice and supplies elsewhere. The 
mere fact that a utility is doing business 
with an affiliate does not mean that unfair or 
excess profits a·re being generated, without 
more [citation omitted]. We believe the 
standard must be whether the transactions 
exceed the going market rate or are otherwise 
inherently unfair. If the answer is "no," 
then the PSC may not reject the utility's 
pvsition. The PSC obviously applied a 
different standard, and we thus must reverse 
the PSC' s determination of ·.:his question. 
(!d. at 547-548) [Citations omitted] 

Ms. Welch did not render an opinion on Audit Disclo~•Jre No . 4 . 
She only included information within that disclosure that would be 
hel pful in analyzing the reasonableness of the lease paid by Gulf. 
During cross-examination, she stated that there are different ways 
to l ook at the reasonableness of the lease. She stated that when 
an affiliate transaction is involved, the policy has normally been 
to use the lower of cost or market. She further testified that if 
an outside market exists, the market value is allowed; however, 
t ha t does not necessarily mean that management made a prudent 
decision in this case. Ms. Welch stated that we should consider 
whether the utility could have found another building, or whether 
t he utility could have built the building. 

The report prepared by the independent appraiser, working for 
t he lendi ng bank, is a solid basis upon whic h to test the 
reasonableness of Gulf's lease with Caloosa. As stated above, both 
Gul f and the hospi tal pay $12 per square foot, not inclusive of 
taxes and common maintenance expenses . It is a logical conclusion 
tha t the hospi tal would also have sought t he most reasonable cost 
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per square foot when searching for space to lease. If the $12 per 
square foot was not the going market value, it is doubtful that a 
not-for-profit hospital would be paying such a charge. Mr. Moore 
has supported the utility's management decision to lease from 
Caloosa, as outlined above, and has made it clear that the utility 
simply does not have the credit to borrow what it would need to 
build its own structure. 

Based on the independent appraiser's report, we conclude that 
the $12 per square foot charge that Gulf is paying to Caloosa is at 
market value. Further, a third party is leasing the remainder of 
the office space for $12 per square foot . To make an adjustment t o 
the lease would be inconsistent with the Court's decision in GTE y. 
Deason, as outlined above. Accordingly, we shall make no 
adjustment to the annual lease amount charged to Gulf by Caloos~ . 

Common Maintenance Expenses Related to the Building Lease 

Audit Disclosure No. 4 noted that the maintenance costs that 
are paid with Gulf's lease are estimated and a portion may be 
refunded based on actual costs. The estimated common maintenance 
expenses that Gulf pays total $9,828 for the test year. Common 
maintenance expenses include insurance, property taxes, electric, 
lawn care, and garbage collection. The staff auditors tested the 
reasonableness of these estimated expenses by annualizing total 
maintenance costs for the seven months ended July 31, 1996. The 
first seven months of 1996 were used because this information was 
known and measurable at the time of the audit . To annualize, total 
costs were divided by seven and then multiplied by twelve . Real 
estate taxes and insurance were then added to this annualized 
number to produce total estimated expenses of $18,474 related t o 
the building. As Gulf occupies 3J .71 percent of the building, the 
util ity's share of the estimated expenses is approximately $6, 228 . 
Comparing the auditors estimate of $6, 228 to the projected amount 
of $9,828 indicated that the MFRs were overstated by approximately 
$3, 600. The Staff audit recommended that expe nses should be 
reduced by this amount and prorated $2,376 to water and $1,224 to 
wastewater. 

The ut i lity did not rebut the adjustment to common maintenance 
expenses a ssociated with the lease. However, Gulf argued that the 
adj us tment is not based on the projec ted test year because the 
expense s for the first seven months of 1996 were annualized. 
Further, the utility stated that common maintenance expenses are 
billed t o Gul f at coat and that no adjustment is necessary. 
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OPC witness Dismukes agreed with audit staff's adjustment to 
reduce expenses by $3,600 for the overstatement in the MFRs. In 
its brief, OPC agrees with the testimony of Ms . Welch, and arques 
that there is no reason to believe that the last four months of the 
test year will be any different than the first seven. 

The record fully supports reducing the common maintenance 
expenses associated with the lease. The utility's position, in its 
brief, that the expenses are billed to Gulf at cost, is irrelevant; 
the utility's projection of $9,828 is overstated in comparison to 
the $6,228 estimated by audit staff. Audit staff logically tested 
the reasonableness of the projection by annualizing known expenses 
and making a comparison to that projection. We find it appropriate 
to annualize the seven months that are known and measurable, 
because expenses of this nature would not change dramatically for 
the remaining five months of the year. 

Based on the record, we believe that audit staff's estimate of 
common maintenance expenses associated with the lease is the best 
reflection of what these expenses should have been for the 
projected test year. We do not believe that the utility has 
supported its higher projection of expenses. Even though a portion 
of the expenses may be refunded based on actual costs, it seems 
appropriate that the projection should be as close as possible to 
what actual costs have been year-to-date. Accordingly, we approve 
an adjustment to reduce test year expenses by $3, 600. This 
adjustment represents the difference between audit staff's estimate 
and the projection contained in the MFRs. The adjustment shall be 
prorated as a reduction of $2,376 to water and a reduction of 
$1,224 to wastewater. 

Allocation of Expenses to the Caloosa Groyp 

We have also considered the allocation of expenses related to 
employees who provide services for both companies. Staff witness 
Welch testified that Caloosa is currently charged $50 per month for 
the use of Gulf's computer system to process payroll, the general 
ledger, and minimal accounts payable. Caloosa is also charged $50 
per month for office rent and supplies. The $1,200 per year charge 
is credited by Gulf to materials and supplies, administrativ~ and 
general, and miscellaneous expense accounts. 

Utility witness Cardey allocated overhead costs to Caloosa 
based on the total square footage of offices and the customer 
accounting and collecting area . He took the square footage of the 
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offices of the five employees who provide services to Caloosa and 
multiplied that number by the percentage of time each employee 
worked for Calooaa. Next, he took that square footage as a 
percentage of total office, customer accounting, and collecting 
sq~are footage, which gave him an allocation factor of 2.8 percent . 
He used the 2.8 percent to allocate rent, security, cleaning, 
power, office supplies, and pest control expenses. This 
calculation reflects approximately $2,000 compared to the $600 
that Caloosa currently pays for these items. Mr. Cardey then 
analyzed Caloosa's reimbursement for monthly use of Gulf's 
computers and determined that the additional $600 per year charge 
for this was reasonable. In total, Mr. Cardey found $2,600 to be 
appropriate as retmburaement to Gulf from Caloosa for the costs 
listed above. 

OPC witness Dismukes allocated shared expenses based on thre.e 
different allocation factors. First, she allocated healt~ 
insurance and IRA benefits for the five employee~ that work for 
both companies based upon their Caloosa salary relative to their 
total Caloosa plus Gulf salary. Next, she allocated rent, office 
supplies, computer depreciation, and other business and 
administrative expenses based upon total payroll for Caloosa 
relative to total payroll for Caloosa plus Gulf. Third, she 
allocated Mr. Moore's car expenses based upon his Caloosa salary 
relative to his total Caloosa plus Gulf ~alary. Next, she compared 
the total of her calculations to the $1,200 per year currently 
being reimbursed by Caloosa. Ms. Dismukes' schedule contained a 
footing error, which caused her adjustment to be inappropriately 
reflected. As adjusted, Ms. Dismukes' total adjustment to test 
year expenses was $9,372, allocated $6,186 to water and $3,186 to 
wastewater. 

Staff witness Welch testified that for the most recent pay 
period, the audit staff calculated the percentage of Caloosa 
payroll to total Caloosa plus Gulf payroll at 2.13 percent. Next, 
audit staff determined expense items related to employees who 
perform tasks for both companies for the year September, 1995 to 
August, 1996. Audit staff allocated these expenses at the 2.13 
percent payroll ratio and compared the calculation to the $1,200 
per year currently being reimbursed by Caloosa. Audit staff's 
calculations result in a recommended decrease to projected expenses 
of $6,276, prorated accordingly between water and wastewater. 



ORDER NO. PSC-97-0847-FOF-WS 
DOCKETS NOS. 960234-WS, 960329-WS 
PAGE 63 

Ms . Welch testified that by using the payroll ratio method, 
the resulting adjustment may be understated because the allocation 
basis used is total utility payroll while many of the expenses 
relate to Mr. Moore, who should probably be allocated on an 
individually higher basis than on a total utility basis. However, 
the audit used a payroll basis to allocate expenses because a more 
appropriate allocation method could not be determined. 

In rebuttal, utility witness Cardey contended that using total 
payroll of both Gulf and Caloosa to make allocations is in error 
because total Gulf payrol'l contains the salaries of a plant 
operator, meter readers, and others that have nothing to do with 
the Caloosa payroll iaaue. During cross-examination, Mr. Cardey 
agreed that allocatinq .-ployee benefits based on direct payroll 
would be an appropriate method, versus allocating based on square 
footage. He would not agree that direct payroll for Mr. Moore 
would be an appropriate method of allocating Mr. Moore's car 
expenses. It appears that Mr. Cardey's argument is with only those 
allocation factors which contain Caloosa payroll over total Caloosa 
plus Gulf payroll. That would include Ms. Dismukes' allocation 
factors for rent, office supplies, business and administrative 
expenses, and computer depreciation. Mr. Cardey did not offer an 
alternative method of allocating these expenses, other than his 
method based on square footage. Since his allocation factor of 2.8 
percent, discussed above, considered the percentage of time that 
the five employees spend on Caloosa-related busin~ss, and because 
we have not utilized the percentages he advocated for common 
payroll expenses, we have not used his factor in this matter, 
either. We also note that his allocation factor is higher than the 
allocation factor of 2. 62 percent used by Ms. Dismukes and the 
factor of 2.13 percent used by the audit staff. 

The allocation methodology used by Ms. Dismukes is appropriate 
given the nature of these expe1 .... es. Further, if these expenses 
were allocated using the ratio of Caloosa payroll over payroll for 
only those employees of Caloosa plus Gulf, this would result in a 
higher allocation factor of 8.85 percent, according to Ms. 
Dismukes' analysis. It is unclear to staff why the utility has 
t aken such issue with these allocation factors. 

We find that the evidence supports Ms. Dismukes' expense 
allocations based upon three different allocation factors, as 
outlined herein. Accordingly, after considerat~on of the 



ORDER NO. PSC-97-0847-FOF-WS 
DOCKETS NOS. 960234-WS, 960329-WS 
PAGE 64 

adjustments to rent and business and administrative expenses made 
herein, we shall make a reduction to Gulf's requested test year 
expenses of $9,236: a decrease of $6,096 to water and $3,140 to 
wastewater. 

Directors Fees 

For the test year, directors fees total $18,000: $4,500 for 
Russell Newton, Jr.; $4,500 for William Newton; and $9,000 for 
Russell Newton, III. According to Staff witness Welch, while 
these amounts were included in the audit for informational 
purposes, staff had no opinion regarding these amounts. 

OPC witness Dismukes proposed an adjustment to directors fees 
based on her review of the Board of Directors Meeting Minutes, 
which indicated that not all of the directors attend the meetings. 
She stated that in 1996, only Russell Newton, Jr . at~ended all 
three meetings. William Newton attended only one, and Russell 
Newton, III attended two of the three meetings . In 1995, Russell 
Newton, Jr. again attended all three meetings. William Newton and 
Russell Newton, III attended only one of the three meetings . 

Ms. Dismukes advocated reducing two-thirds of the fees for 
William Newton, since he attended only one meeting in both of the 
years analyzed. Further, she advocated reGucing the fees paid to 
Russell Newton, III, first by one-half because she does not believe 
that he should be paid twice as much as the other directors. Next, 
she further reduced the fees for Russell Newton, III by one-third, 
based on his attendance at two of the three meetings in 1996 . 
Witness Dismukes' adjustments to directors fees would reduce test 
year expenses by $9,000. She stated that further adjustments could 
certainly be made at the discretion of the Commission, as not mu~h 
is discussed at the meetings. 

Utility witness Moore testified that directors have potential 
liabilities in exercising their responsibilities and that it is 
common practice to pay non-employee directors a fee for their 
services. He testified that, while the directors may not attend 
every meeting, they are very active in meetings amongst themselves 
and management. According to Mr. Moore, the fees are reasonable 
given the size of the utility, the needs of the utility, and the 
directors ' responsibilities. 
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We find that it is appropriate for a Ciass A utility to have 
a Board of Directors, unless the evidence demonstrates otherwise . 
The record indicates that the Board of Directors for Gulf is acting 
in a prudent manner and that the fees are reasonable. we do not 
find that the record supports Ms . Dismukes' suggested adjustments, 
because she has looked only to the minutes of the meetings to make 
her recommendation. Ma. Dismukes did not consider the work that 
the directors might perform outside of the business conducted at 
directors' meetings. It is logical to conclude that directors 
conduct their responsibilities in a variety of ways. Therefore, we 
find that the directors fees are reasonable given the size of the 
utility and the directors' r esponsibilities. Accordingly, no 
adjustments shall be made to directors fees. 

Lift Station Coating 

Gulf has numerous manholes and lift stations in its wastewater 
collection system. The utility has a preventive maintenance 
program to assure proper operation of the system. OPC disagreed 
with a portion of the expenses by claiming that it is a non­
recurring expense. 

OPC witness Dismukes testified that Gulf indicated it did not 
inc ur any cost to coat lift stations in 1993, 1994, or 1995, but 
that it did incur lift station repair costs of $11,919 in 1994 and 
$6,980 in 1995. It did not, however, i ncur these costs in 1993 . 
Ms. Dismukes advocated reducing the lift station expense by 
$10,500, due to this expen.se being non-recurring. 

Gulf witness Messner testified that Gulf has 42 lift stativns 
and more than 600 manholes. The maintenance of these facilit i es is 
i nc luded in the requested $21,000. Mr. Messner testified that to 
relate the allowance proposed by OPC witness Dismukes would allow 
just $250 per lift station per year. Mr. Messner testified that 
it is not possible to maintain adequate and safe service to Gulf's 
customers without adequate maintenance expenditures. Mr. Messner 
offe red a cost breakdown of lift station repairs that averages 
$1,500 to $2,000 per station per year. This cost does not include 
coat i ng costs of $8,000 each for the three planned per year to be 
coa t ed. Mr. Messner testified that there must be routine annual 
preventive maintenance to prevent damage to the lift stations. 

The records i ndicates t hat Gulf has $18,000 t o $24, 000 per 
year scheduled in coating costs, not including the regularly 
scheduled ma i ntenance of the lift stations and manholes. Based on 
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evidence in the record, we find the expenses and repair schedule 
outlined by Gulf to be reasonable, and no adjustment shall be made. 

Charitable Contributions 

According to Audit Exception No. 3, charitable contributions 
totaling $1,910 ($1,270 for water and $640 for wastewater) were 
included by the utility in accounts 675.8 and 775.8, miscellaneous 
expenses, for the audited period of September, 1995 to August, 
1996. The miscellaneous expense accounts are above-the-line 
accounts, which would ,be included in the utility's test year 
projections. Staff witneas Welch testified that Commission Rule 
25-30 . 115(1), Florida Administrative Code, requires that water and 
wastewater utilities maintain accounts and records in conformity 
with the 1984 National Association of Regulatory Utility 
Commissioners (NARUC) Uniform System of Accounts (USOA) adopted by 
the National Association of Regulatory Utility Commissioners. The 
USOA prescribes that ~donations for charitable, social, o r 
community welfare purposes" should be charged to Account 426, 
Miscellaneous Non-Utility Expense, a below-the-line account . 
Accordingly, Ms. Welch concluded that these expenses should be 
reclassified to the below-the-line expense account. 

On cross-examination of utility witness Andrews, OPC pointed 
out a correlation between the utility's 19~6 budgeted expenses and 
the miscella~eous expense projections contained in the MFRs. Ms. 
Andrews was referred to a schedule of adjustments to operating 
income contained in the MFRs. Ms. Andrews agreed that 
miscellaneous expenses listed on this page total $71,289 . Next, 
Ms. Andrews was referred to a breakdown of these miscellaneous 
expenses provided by the utility in response to a MFR deficiency 
letter. She agreed that the $71,289 miscellaneous expense 
projections included $3,200 for a 1... ustomer survey. Next, OPC 
referred Ms. Andrews to a copy of Gulf's 1996 budget. Here, OPC 
pointed out that the utility's 1996 budget for miscellaneous 
expenses totals $71,289 and contains $3,200 for charitable and 
political contributions. OPC matched every other i tern in the 
utility's budget to the MFRs, except charitable and political 
contributions. OPC suggested that the charitable and political 
contributions are being covered up in the MFRs as expenses related 
to a customer survey. 

Utility witness Andrews testified that charitable 
contributions were not included in test year expenses. She stated 
that the survey was estimated at approximately $3,200, that it was 
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performed in the latter part of 1996, and that the results were 
provided to OPC. The utility contends that no adjustment is 
necessary to remove charitable contributions from test year 
expenses. 

Although the utility has included charitable contributions in 
above-the-line accounts, we do not believe that the dollar amount 
for such contributions has been included in test year expenses. 
The customer survey was conducted by the utility and the results 
were provided to the parties. Additionally, the costs associated 
with conducting the survey are the subject of a separate audit 
finding. We therefore do not f ind any credence to OPC's position 
that the $3,200 expense projection for the customer survey was a 
disguise for charitable contributions. No adjustment shall be made 
to remove charitable contributions from test year expenses, as none 
are listed in the MFRs under miscellaneous expenses. However, we 
shall require the utility to reclassify charitable contributions to 
a below-the-line account in accordance with Rule 25-30.115(1), 
Florida Administrative Code. 

Golf Outings and Gift Basket Expenses 

OPC witness Dismukes proposed an adjustment to r~move from 
test year expenses $780 related to golf outings ~ .- ft' oaskets. 
Ms. Dismukes revised her testimony at the hearing to a reduction of 
only $185. The utility argued in its brief that these sort of 
expenses are not included in the test year projections and, 
therefore, no adjustment is necessary. 

It is unclear as to what Ms. Dismukes' suggested adjustment is 
based upon, although it may be based on the data obtained from Mr. 
Moore's travel and entertainment expense reports, which contain 
items such as golf outings and gift baskets. We have addressed 
local business and entertainment expenses separately. While we 
agree with Ms. Dismukes that it is not appropriate to include 
expenses for golf outings and gift baskets in test year 
p~ojections, we have addressed the removal of such costs later in 
this Order. While we note that the utility did not rebut this 
issue, and there is nothing in the record to prove that the 
expenses are not included in test year projections, we shall make 
no adjustment in this regard. 
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Unanticipated Expense 

The utility included $1,000 in unanticipated expenses in its 
MFRs for contractual services for treatment-operations, prorated 
$660 to water and $340 to wastewater. The utility also included 
$4,000 of unanticipated expenses in the miscellaneous expense 
account, prorated $2,640 to water and $1,360 to wastewater. 

Ms. Dismukes advocated the removal of expenses which the 
utility has characterized as "unanticipated". In her opinion, this 
is not an appropriate category of expenses for a test year, and it 
is the utility's burden to prove the reasonableness of its 
projected expenses, including all expenses that it anticipates. 
Therefore, she advocated disallowing all unanticipated expenses. 
Her proposed adjustment related to the miscellaneous expense 
account is net of an allocation to Caloosa of 2. 67 percent. In 
total, Ms. Dismukes proposed that expenses be reduced by $4,895, 
which represents a $3,231 reduction to water and a $1,664 reductior. 
to wastewater. 

Utility witness Andrews testified that the utility must allow 
for unanticipated expenses that occur annually in the normal course 
of business and which are not specifically itemized in the 
utility's budget . She explained that the utility had LO hire a 
safety consultant to manage the utility's safety program, which is 
necessary in order to meet OSHA standards. During cross­
examination, Ms. Andrews agreed that it would be difficult to 
ascertain that the category of unanticipated expenses did not 
include non-utility related expenses. 

The utility has demonstrated that the category of 
unanticipated expenses relates to valid, utility-related business 
expenses. The inclusion of $5,000 in unanticipated expenses is 
nothing more than a padding o f Lhe total requested expenses. The 
purpose of the projected test year is for the utility to include 
its best estimates of costs that will be prudently incurred. It is 
not acceptable to include in projections a category of expenses 
which are not identified, but are included as a safety net for 
costs which may or may not occur in the future. 

We agree with witness Dismukes' adjustment, with the exception 
of the small amount that she allocated to Caloosa. This allocation 
is not necessary, and may have been confused by the witness with 
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another issue. Moreover, by applying her allocation factor in this 
adjustment, a small amount of unanticipated expenses would reffibin 
in the test year. 

Accordingly, all unanticipated expenses shall be removed from 
the projected test year expenses. The total unanticipated expenses 
are $5,000, which shall be prorated as a reduction to water and 
wastewater in the amount of $3,300 and $1,700, respectively. 

Amortization of the San Carlos Water Line Proiect 

According to staff's Audit Disclosure No. 5, as of December, 
1993, the utility had recorded $11,827 of engineering costs for the 
San Carlos waterline project in a deferred account. The utility 
recently added $17,773 to this account for additional costs. The 
account was projected to be amortized over 5 years at an annual 
expense of $8,184. Originally, the utility described this project 
as construction w'"k in progress. During the last audit, when 
asked why the costs had not been charged to construction work in 
progress as part of the water line costs, the utility responded 
that it had not yet received approval from the county for the 
installation of the line, nor was the county going to require 
mandatory hook-ups. Upon further questioning, the utility 
responded that the project was being abandoned because the county 
would not require mandatory hook-ups . 

OPC contended that these costs have not been demonstrated to 
be prudent. In its brief, OPC questioned why the charges were 
incurred in the first place if the utility had to wait on the 
county to require mandatory hook-ups, and that the determination 
should have been made by Gulf prior to expending funds on the 
project. Therefore, OPC advocatt~d reducing test year expenses for 
the amortization of project costs. 

Contrary to OPC' s asserti()ns, we conclude that the record 
supports the utility's uncertainty regarding the county's 
requirement for mandatory hook-ups. The utility acted wi th 
prudence in planning and expending funds for th i s project. The 
ut ility is required by Section 367.111(1), Florida Statutes, to 
provide service within a reasonable time frame from the time that 
a c ustomer requests service. Gulf was anticipating the future 
needs of the utility. 
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Utility witness Moore confirmed that this project has been 
abandoned. According to Rule 25-30.433 (8), Florida Administrative 
Code, nonrecurring expenses shall be amortized over five years, 
unless a shorter or longer period can be justified. We find a 
five-year amortization period to be appropriate, as it relates to 
this project. However, according to the numbers in Audit 
Disclosure 5, the annual amortization should be $5,920 instead of 
$8,184. Therefore, an adjustment shall be made to reduce test year 
amortization for the water system by $2,264. 

Customer Satisfaction Suryey 

Staff witness Welch testified that the costs associated with 
the customer survey were included in the utility's test yeur 
projections and that this is the first time the utility h;Js 
conducted such a survey. The costs totaled $9,744 and are 
allocated $6,431 tQ water and $3,313 to wastewater. Ms. Welch 
provided information regarding this costs, but did not offer an 
opinion as to whether the survey costs should be included in test 
year expenses. 

OPC asserted in its brief that the customer survey expenses 
appeared to be a disguise for charitable contributions, as 
discussed herein. Accordingly, OPC stated that the customer survey 
expenses should be removed from test year expenses. 

Ms. Andrews testified that the survey was conducted in the 
late summer of 1996, in order to gauge customer's opinion on 
quality of service and improvements. The utility's believed that 
the survey should be done at least annually as an ongoing effort to 
assure a satisfactory level of service to its customers. Further, 
as noted herein, the utility stated that there is no connection 
between the $3,200 cost of the survey and charitable contributions. 

It is important for a utili t 1 to be aware of its customers' 
opinions regarding the services provided by the utility, and a 
survey is a legitimate method for Gulf to determine those opinions. 
We note that there are no quality of service concerns associated 
with this proceeding, nor have there been any such concerns in the 
past that have come to our attention. Gulf should be commended for 
t he level of service that it is able to provide to its customers. 

However, because there are no quality of service concerns in 
this proceeding, we do not believe that the survey is necessary on 
an annual basis. Considering Gulf's record of good customer 
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service, it seems that a survey could be conducted every five years 
and still be effective and informative. If the utility wishes to 
receive feedback from its customers on a more frequent basis, it 
could achieve the same results by including a note or questionnaire 
in the monthly bill. For these reasons, we shall allow the costs 
associated with the survey, but the costs shall be amortized over 
five years, in accordance with Rule 25-30.433, (8), Florida 
Administrative Code. Thus, test year expenses shall be reduced by 
$5,145 for water and $2,650 for wastewater to reflect that the 
$9,744 in projected expenses have been amortized over a five-year 
period. 

Preliminary Suryey Costa for fGCU 

According to Audit Disclosure No. 11, there were two invoices 
for engineering costs related to FGCU that were charged to thE' 
contractual services expense account instead ~f being capitalized 
as part of the university. The costs were related to the 
preliminary survey for the university . 

Utility witness Andrews explained that the charges on the 
invoices must be broken out in order to determine that only a small 
portion related to the university. Since the utility did not break 
out the charges tor audit staff, Ms. Andrews believed that audit 
staff made an innocent error. She stat~d that there was one charge 
for $100 that was expensed which related to the university. Staff 
witness Welch agreed with Ms. Andrews that the audit staff made an 
error, and agreed to delete that portion of the audit. Therefore, 
we shall make no adjustment in this regard. 

Local Business and Entertainment Expenses 

According to the staff aud !.:... , test year expenses included 
$1 ,868 for business meals and $120 for entertainment related to 
Mr. Moore. The descriptions on business meals include, iter alia: 
discussing health insurance plans; trusts and investments; 
engineering services; and waterline projects. The entertainment 
expense was for drinks while discussing the San Carlos waterline 
project and a golf outing to discuss the cost of insurance. Staff 
wi tness Welch rendered no opinion on these expenses. 

Mr. Moore did not rebut the information, nor did witness 
Andrews or witness Cardey. On cross-examination, Mr. Moore was 
asked to explain various expenses of his related to business meals 
and entertainment. The travel, meal, and entertainment expense 
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reports for Mr. Moore from October, 1994 through mid-October, 1996 
indicated numerous expenses: rounds of golf and lunches to discuss 
insurance and capital projects; drinks for board members prior to 
a board meeting; meals to discuss security for the Caloosa-owned 
office building, vehicle purchases, and the development of property 
that would be in the utility's service area; for gift baskets for 
vendors. The meal expense items discussed with Mr. Moore ranged 
from $6 per person up to $50 per person. 

Mr. Moore wa.s asked to explain why customers should pay for 
meal expenses for business associates and their spouses in order to 
discuss business. In quite a few instances, Mr. Moore agreed that 
the business he discussed with his associates could have been 
conducted at his office or at the offices of his associates. 
However, Mr. Moore testified that his expenses are legitimate 
business expenses. He also testified that it is cost eff!cient to 
have meals with people where business can be discussed and thF. 
utility is not being billed an hourly rate for services. Further, 
Mr. Moore testified that, in bringing people together over a meal, 
the objective of cooperation among the parties is accomplished . 
The utility's position, in its brief, is that no adjustment is 
necessary to remove any of Mr. Moore's business expenses. 

In its brief, OPC contended that Mr. Moore spent considerable 
resources and money on entertaining his associates and vendors. OPC 
pointed out that while Mr. Moore may believe it is customary to 
ent~rtain spouses of business associates, it is inappropriate and 
should not be borne by ratepayers. OPC contended that, in many 
instances, the per person cost of a meal was extravagant and not a 
legitimate business expense. As such, OPC proposed that we 
disallow 50 percent of all of Mr. Moore's projected test year 
entertainment expenses. OPC suggested that 50 percent should be 
disallowed, as this is the po l icy followed by the IRS for 
deductible items for tax purposes. OPC believed that such an 
adjustment would be an incentive for the utility to hold down its 
meal and entertainment expenses, and advocated a $3,250 reduction 
to test year expenses. 

We reviewed the travel, meal, and entertainment expense 
reports and conclude that, in many instances, the business could 
have been discussed at the utility or at the offices of Mr. Moore's 
associates. It is not appropriate to entertain spouses of business 
associates, even though this may be customary in a private utility, 
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because ratepayers should not have to bear this non-utility 
expense. Additionally, we find Hr. Moore's meal and entertainment 
expenses to be sometimes excessive, on a per person cost basis. 

While we agree with OPC that Mr. Moore's meal and 
entertainment expenses are considerably high and that some are not 
legitimate, we do not find OPC's 50 percent adjustment based on the 
IRS's rules for deductible expenses to be appropriate. It is not 
a matter of whether an expense is deductible; rather, the issue is 
whether the expenses are legitimate, utility-related expenditures. 

Mr. Moore's total reimbursable expenses for the most recent 
12-month period of October, 1995 through mid-October, 1996 was 
$12,104. For the same period, we calculated expenses related to 
meals and entertainment to be $2,670. Next, we took total expenses 
related to meals and entertainment divided by total reimbursable 
expenses, which indicates that 22 percent of his expenses are 
related to meals and entertainment. We performed the same 
calculation for t 1.1e period of January through December, 1995 
expenses, and found that 33 percent of Mr. Moore's total business 
expenses related to meals and entertainment for that period. 

We realize that some allowance should be approved for meals 
and entertainment which would occur in the normal course of utility 
business. The record is not clear as to what a legitimate amount 
would be. Additionally, the record does not support the utility's 
position that no adjustment needs to be made, nor did utility 
provide rebuttal on this issue. While some allowance should be 
made for legitimate meals related to travel, some adjustment should 
be made to Mr. Moore's expenses that are either non-utility or 
extravagant in nature. 

The record is not clear as to the contents i~cluded in the 
utility's $6,500 projection for •:r . Moore's travel and other 
business expenses, or what percentage of this projection is related 
to meals. Therefore, it is difficult to make a correlation between 
the projection in the MFRa and the total dollar amount of 9xpenses 
for the 1995 and 1996 periods, described above. Lacking a more 
prec ise alternative, we find it appropriate to reduce Mr. Moore's 
projected travel and other business expenses by 25 percent. We 
arrived at this percentage by considering our calculations above, 
which demonstrate that 22 percent and 33 percent of total business 
expenses r elated to meals and entertainment for 1995 and 1996, 
respectively. This 25 percent adjustment allows for an 8 percent 
(3 3 percent minus 25 percent) allowance for meals included in our 
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calculation which would relate to legitimate travel, as travel 
expenses are not at issue. Based on the evidence in the record, 
this is the moat appropriate way to make an adjustment for those 
expenses of Mr. Moore's that we believe to be extravagant or non­
utility related. 

Applying the 25 percent reduction to the $6,500 projection in 
the MFRs yields a decrease of $1, 625 to test year expenses. 
Accordingly, we shall reduce test year expenses by this amount, 
prorated $1,072 to water and $553 to wastewater. 

Rate Case Expense 

The utility projected rate case expense of $122,479 in its 
MFRs, with an allocation of $80,836 to water and $41,643 to 
wastewater. Utility witness Moore provided an updated rate cas~ 
expense estimate of $220,000, in his rebuttal testimony, which 
includes an estimate to complete, and expenses associated with th~ 
overearnings investigation in accordance with an approved 
stipulation. This amount results in annual amortization expense of 
$36,300 and $18,700 for water and wastewater, respectively. 

On cross-examination, utility witness Moore corrected the 
utility's final request for rate case expense to indicate that the 
total costs related to Mr. Nixon's estimate to complete should be 
$38,153 . Mr. Moore stated that the in~rease in rate case expense 
over the original estimate in the MFRs was due to OPC's 
intervention. Further, Mr. Moore explained that due to the 
extensive lines of questioning by OPC and the nature of the 
testimony required, it was necessary for the utility to bring in 
expert witnesses. Mr. Moore stated that Gulf chose not to file a 
Prop osed Agency Action (PAA) case because it was advised that the 
case would likely result in a hearing. 

In its brief, OPC argued that the utility's requested increase 
in rate case expense, about 80 percent over the original estimate, 
was unsupported. OPC argued that intervention is routine in 
dockets that are initially set for hearing, and therefore, Mr. 
Moore's explanation was inadequate and not compelling . OPC also 
argued that the utility did not act prudently in that it estimated 
rate case expense without anticipating the intervention of Public 
Counsel. Therefore, OPC contended that we should only allow rate 
case expense in t he amount that was origi nally requested, $122,479. 
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We find that the utility's request for rate case expense is 
fully supported by the documentation provided. Based on our review 
of the supporting documentation, we find that the costs incurred 
were reasonable and prudent. Further, considering the fact that 
this case began as an overearnings investigation, and ~~e costs 
associated with the investigation are added to rate case expense, 
it seems reasonable that costs are somewhat higher. 

We agree with OPC that the utility and its consultants could 
have projected for OPC's intervention. However, we do not believe 
this forms the basis for denying the recovery of additional rate 
case expense. Projections for rate case expense are somewhat 
different from other expense projections in that it is difficult to 
determine the extent to which consultants will be needed to defend 
the utility's positions. Rate case expense can sometimes vary 
dramatically from the projection in the HFRs, without being caus~~ 
by utility imprudence. The prudence of the overall rate case 
expense must be evaluated on a case-by-case basis. In this ca~e, 
we believe that Gulf acted prudently in defending its positions 
related to this proceeding. 

Based upon our review of the record we will not make any 
adjustments to the utility's requested rate case expense. 
Accordingly, we approve a provision of $220, 000 for rate case 
expense, resulting in an increase of $97,521 over the amount 
requested in the HFRs. The four-year amortization results in 
additional test year rate case expense of $24,380, prorated $16,091 
and $8,289 to water and wastewater, respectively. 

Test Year DePreciation Expense 

According to the staff audit, the utility's projection for 
depreciation expense was under ~tated because retirements were 
booked against this account. When an asset is retired, it should 
only be adjusted against the accumulated depreciation account . The 
utility had also used an incorrect rate in its calculation of 
depreciation for the proforma for the Corkscrew addition. Staff 
witness Welch testified that in order to correct the depreciation 
expense projection, the audit staff utilized Gulf's depreciation 
rates and plant as of August, 1996. Depreciation on fully 
depreciated plant was removed and the net was then compared to the 
utility's forecast. The audit included the detailed calculation, 
which results in audit s t aff's adjustment to increase depreciation 
expense for water by $102,236 and wastewater by $46,689. 
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Utility witness Andrews testified that all parties are using 
the same depreciation rates, but not the same investment in assets 
being depreciated. She explained that in December, 1995, Gulf put 
into service the Three Oaks WWTP and that the projections include 
12 months of depreciation. Ms. Andrews testified that the audit 
staff's analysis of the period September, 1995 through August, 
1996, erroneously omitted the 2 months of October and November, 
1995, for the depreciation on Three Oaks WWTP. Therefore, Ms. 
Andrews calculated an adjustment to depreciation expense. Her 
adjustment also included corrections for retirements 
inappropriately booked by the utility, which is in agreement with 
staff's audit. Ms. Andrews advocated an adjustment to increase 
depreciation expense for water by $78,338 and to increase 
wastewater by $42,770. Her testimony also suggested an adjustment 
to accumulated depreciation for water and wastewater in the amount 
of $87,458 and $42,770, respectively . 

OPC witness Dismukes initially agreed with audit staff's 
adjustments on this matter, but later amended her testimony becausE: 
she believed that, with the exception of how the retirements are 
treated, this is a tall-out issue. 

We agree with Ms. Andrews that the audit staff's adjustment 
related to the Three Oaks WWTP was incorrect because a full twelve 
months of depreciation was not included in the calculation. All 
parties agreed on the adjustment to correct f~~ retirements 
inappropriately booked against the depreciation expense account. 
Accordingly, the record shows that the only adjustments necessary 
are to correct for the retirements and the Three Oaks WWTP, as 
outlined above. Therefore, we approve an adjustment to increase 
depreciation expense for water and wastewater in the amount. of 
$78,338 and $42,770, respectively. Also, a matching adjuatment 
shall be made to increase the 13-month average accumulated 
depreciation on water and wastewater plant in the amount of $44,416 
and $21,385, respectively. Although Ms. Andre~a' adjustment was on 
a year-end basis, a 13-month average is appropriate in order to be 
consistent with the averaging methodology required in the MFRs. 

Income Tax Expen11 

The Income Tax information in the MFRs was based on the 1995 
historic test year and the projected test year ended December 31, 
1996. In the MFRs, the utility requested income tax expenses of 
$85,449 and $0 for water and wastewater, respectively. It is 
unclear as to how the utility's amounts in its briefs were 
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determined, as they are not in the MFRs or other evidence in the 
record. We find no evidence in the record to support a specific 
adjustment to income tax expense, other than those made as a result 
of changes made to rate base, capital structure or operating income 
before taxes. As a result of our findings made herein, the 
appropriate income tax expense shall be $107,436 for water and 
$ (49,542) for wastewater, before any revenue increase. 

Test Year Ooerating Income 

Based on the adjustments made herein, test year operatir:g 
income before any provision f or increased (or decreased) revenues 
shall be $462,919 for water and $213,021 for wastewater. This 
represents an achieved rate of return of 13.42 percent and 6 . 73 
percent for water and wastewater, respectively. 

BEV£NUE REQUIREMENT 

Based upon our review of the utility's books and records a~d 
the adjustments made herein, we find the appropriate annual revenue 
requirements for Gulf to be $2,051,020 for water and $1,435,940 for 
wastewater. This will allow the utility the opportunity to recover 
i ts allowed level of expenses and to earn a 9.20 percent rate of 
r eturn on its investment in rate base . 

BATES AND CH;'lRGES 

A comparison of the utility's original rates, interim rates, 
requested rates, and final approved rates is shown on Schedules 
Nos. 4-A and 4-8. Our specific findings as to the utility's rates 
and charges are set forth below. 

Publ ic Fire Protection Charge 

The utility's tariff provides for a public fire protection 
charge of $55.00 per year per hydrant payable on a quarterly basis . 
An additional clause in the utili ty's tariff provides that: 

The Company will maintain the fire hydrant and 
will use . diligence to see that pressure is 
maintained at each hydrant; however, the 
Company will not be responsible for any damage 
or liability caused by or attributed to low 
pressure in the lines or at the hydrant. This 
charge shall not apply where there is a 
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maintenance contract satisfactory to the 
Company making the fire district responsible 
tor the maintenance of fire hydrants. 

The public fire protection charge is in place to provide 
customers with the option of maintaining the fire hydrants through 
the utility or through another source. According to Staff witness 
Kleinschmidt, there ie an agreement between Gulf and the Estero 
Fire Control and Rescue Service District which places the 
responsibility of maintaining fire hydr ants on the Estero fire 
district. In order to maintain an ISO rating, which is a grading 
system used by insurance companies which rates fire departments 
throughout the U.S., the fire department must provide a maintenance 
program or contract an outsi de agency. He testified that in the 
past, maintenance programs have been cost prohibitive, and that 
most fire district• have chosen to provide the service in-house. 
Staff witness Beard, of the San Carlos Park Fire and Rescue Servi c.e 
District, provided similar testimony. 

Section 367.081(2) (a), Florida Statutes, requires us to set 
rates which are just, reasonable, compensatory and not unfairly 
discriminatory. The record indicates that the public f ire 
protection charge meets that statutory criteria . As such, the 
current charge shall remain unchanged in the utility ' s tariff. 
Should the situation ever arise where a fire department or another 
customer must depend on the utility for maintaininc; the fi re 
hydrants in their district, a charge s~ould be in place in the 
ut i lity's tariff. 

Reuse Rate 

Gulf presently provides reclaimed wa t er at no charge t o four 
gol f courses/developments. The utili t y has no tariff provi.: i ons 
regarding reuse, and did not specifically address any issues 
rel ated to reuse in its initial fili~J other than to note t hat it 
was i ts sole source of effluent disposal. None of Gulf ' s wi tnesses 
a ddr essed reuse in their direct testimony . 

Wh i le not recommending a specific charge, Staff witness 
Xanders provided a range of factor:. to be considered in determining 
whe ther r euse rates should be approved, and if so, at what level. 
These f a ctors included the utility's alternatives for effluent 
disposal , the customers' alternative water sources and t he cost of 
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these alternatives, the contents of the reuse agreements, reuse 
rates within the area and the utility's ability to secure 
additional customers. 

Staff witness Scott Burns, Director of Water ~se with the 
SFWMD, provided an overview of the district's rules and efforts to 
promote reuse. The District's water use permit rules require an 
applicant for a new permit, permit renewal or permit modification 
to show that the applicant makes use of a reclaimed water source 
unless it demonstrates that its use is either not economically, 
environmentally or technically feasible. Howeve":', according to 
witness Burns, the applicant's determination of feasibility is 
considered final, and the conclusions are not independently 
reviewed by District staff. In fact, the District does not have 
any standards to determine the economic feasibility of requiring 
golf courses to take reuse. 

OPC witness Dismukes agreed that golf course irrigation is 
beneficial to Gulf and its customers but noted that it is als0 
beneficial to the golf courses. She testified that since Gulf 
operates in a Water Resource Caution Area, the SFWMD closely 
monitors the need for water use permits and associated withdrawals. 
She noted that since Gulf is presently providing reuse to three 
golf courses and has a contract for the fourth, it is unlikely that 
the golf courses could prove that the provision of reclaimed water 
is not technically or environmentally feasible. Further, she stated 
that the SFWHD should find that a rea3onable rate for reclaimed 
water is economically feasible. Accordingly, she initially 
proposed a rate of $.25 per thousand gallons for reuse. 

In rebuttal, Utility witness Moore provided the utility's 
position on setting a rate for reuse. Gulf disposes 100 percent of 
its effluent throuqh golf course irrigation and presently has 
contractual agreements with four golf courses which allow it to 
dispose of effluent at no charge un those properties. With the 
exception of the 1996 River Ridge agreement, all other agreements 
have been in place since the 1980's. According to Mr. Moore, no 
charge is appropriate since the golf courses are not customers but, 
instead, an integral part of the wastewater treatment process. 
Through contracts with theae properties, Gulf believes it has in 
place the lowest cost alternative to dispose of its effluent. 
These agreements provide that Gulf can dispose of all its effluent, 
even during the rainy season, with the golf courses being 
responsible for constructing both off-site and on-site lines and 
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providing effluent storaqe meeting DEP standards. Mr. Moore asserts 
that through this relationship with the golf courses, Gulf and its 
wastewater customers have avoided the cost of the portion of the 
reuse system paid for by the golf courses. Mr. Moore stated that 
the cost of the reuse system should be considered solely as 
effluent disposal costs and included in the wastewater rates as 
would the effluent disposal costs of any other utility. 

Mr. Moore expressed concern over the impact a positive reuse 
charge would have on its present operations, in that the golf 
courses may declare their contracts void or sue the utility. 
According to Mr. Moore, the existing reuse users may decrease their 
consumption to avoid costs, and prospective customers may avoid 
accepting reuse or limit contractually the amount they would 
accept. This would place Gulf in the position, on a daily basis, 
of being unable to dispose of its effluent in the quantities it has 
historically delivered to its present sites. This could lead to a 
temporary moratorium on new wastewater service and a need to 
develop alternate methods of disposal. 

While the golf courses did not intervene in this docket, all 
four provided testimony during the customer service hearing. All 
of the golf courses presently taking reclaimed water from Gulf have 
no-charge contracts. They testified that they would modify the 
amount of water taken if a reuse charge were implemented. 
Specifically, two golf courses indicateu that they would not take 
effluent in the wet season, when irrigation is not needed, if a 
charge were implemented. Additionally, the golf courses stated 
that consideration should be given for both the on-site and off­
site investment they have made in order to accept reuse. For 
example in 1994, the San Carlos Golf Club (San Carlos) invested 
$140,000 to upgrade its ettluent holding ponds in order to be able 
to a ccept reuse. The Vines Countrv Club (Vines) spent at leas t 
$100,000 to construct the effluent line from the utility to its 
holding ponds. The Country Creek Golf and Country Club (Country 
Creek ) paid for the line from the utility to its holding pond and 
incurred significant expense in lining its holding ponds. They 
suggested that decisions to accept reuse and pay for the off-site 
lines and on-site improvements were based upon reuse being provided 
at no charge. 

In its brief, OPC stated that using fresh water, i nstead of 
reus e , would appear to cause two of the golf courses to exceed 
their present permitted withdrawals. Additionally, OPC argued that 
Gulf was unable to explain why other utilities in the area were 
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able to charge for reuse and that reuse at $.25 per 1,000 gallons 
is reasonable compared to the $2.01 charge for potable water. This 
is the basis for OPC advocating a charge for reuse. However, in 
consideration of the utility's concern over wet weather storage and 
to offer an incentive for golf courses to take effluent during wet 
weather, OPC modified its original rate proposal to include a $.05 
credit to the golf courses during the wet weather months of June 
through September. 

Gulf is totally dependent upon the golf courses as its sole 
means of effluent diapoaal. The three golf courses presently 
receiving reuse all have active Water Use Permits allowing them to 
provide all or a portion of their irrigation needs through wells or 
surface withdrawals. Presently, with the addition of the River 
Ridge Property in late ·1996, Gulf is able to utilize its plants at 
full capacity and dispose of all of its effluent. Therefore, the 
record indicates that Gulf has in place an effective means of 
effluent disposal. At issue is weighing the impact a charge for 
reuse would have on effluent disposal versus the benefit to the 
wastewater customers of the revenue derived from a positive reuse 
rate. The reuse customers have indicated that if a charge were 
imposed, they would cut back on their usage. While the reuse 
customers have alleged they would take reduced flows, a key point 
is whether through existing reuse contracts and the policy of the 
SFWMD, customers would be able to reduce flows. 

Gulf's agreements with the San Carlos, Country Creek and the 
Vines contain provisions relating to minimum and maximum amounts 
Gulf can dispose of on the respective properties. All three 
properties have incurred expense in paying for off-site lines and 
des i gning effluent storage facilities meeting DEP standards . Based 
upon this investment, it is unlikely that any of the golf courses 
would cease using reuse. However , we recognize that the level of 
reuse flows may be reduced. Because the above contracts have no 
contingency regarding a charge, the golf courses could declare the 
existing agreements void and renegotiate minimum and maximum flows 
to limit their irrigation expense. 

To meet their irrigation needs, the golf courses may ne~ct to 
inc rease their fresh water withdrawals which would involve the 
SFWMD. Witness Dismukes stated that if SFWMD uses an objective 
measure of economic feasibility it should find that a reasonable 
reuse rate i s economica lly feasible. However, determination of 
economic feasibility is left to the applicant, not the District. 
According to witness Burns of SFWMD, the applicant's determination 
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of feasibility is considered final, and the conclusions are not 
independently reviewed by District staff. In fact, the District 
does not have any standards to determine the economic feasibility 
of requiring golf courses to take reuse. Therefore, the golf 
courses may indeed decrease their use of reclaimed water. 

We recognize that golf courses are businesses and a charge 
for reuse creates an economic incentive to take less effluent. 
Based upon total irrigation needs and the limitation of present 
water use permits, it ia not clear to what extent reuse consumption 
could be immediately decreased. The three existing permits are all 
up for renewal in December of 1997. The golf courses could then 
determine that reuse was not economically feasible and thereby 
increase their fresh water withdrawals. This would obviously have 
a serious impact on Gulf's ability to dispose of its effluent. 

Gulf's fourth and most recent reuse agreement is with the 
River Ridge development. This agreement was executed in 1996 and 
provides that the utility may ultimately dispose of up to 1. 5 
million gallons per ~ay of effluent. River Ridge has applied for 
a water use permit which is presently under review by The SFWMD. 
As with the other agreements reuse is to be provided at no charge. 
However, this agreement differs from the other reuse agreements in 
that it specifies there may be a future charge for reuse and the 
utility, not the customer, paid for the line to bring effluent to 
the development. Gulf has stated that it was "up against the wall" 
for immediate additional disposal capacity and constructed the line 
to achieve that goal. Because the River Ridge property will not be 
developed for at least a year, it did not need effluent for 
irrigation. Pursuant to the agreement, Gulf constructed the 
effluent line and River Ridge constructed holding ponds, prior to 
development, to accept the effluent. This is a tempoLary holding 
area until the development is complete and lines are constructed to 
irrigate the golf course. Therefore, River Ridge is presently 
receiving and storing effluent, but not using it for irrigation. 
Since the benefit of reuse to the property is irrigation, River 
Ridge is in efLect a disposal site at this time. As with pricing 
effluent in wet weather when it is not needed by the golf courses, 
a positive charge at this time would create a disincentive to 
accept reuse. 

First and foremost, Gulf is a water and wastewater utility. 
A reuse rate should not negatively effect the primary operation of 
the utility. In determining whether a reuse rate should be 
implemented in this docket, the primary factor is the impact a rate 
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would have on the ability of the utility to dispose of its present 
and future effluent. Because Gulf has no alternative means of 
effluent disposal, it is dependent upon a cooperative relationship 
with neighboring golf courses. As noted by the utility, prior to 
the River Ridge agreement, it was unable to operate its Three Oak 
plant at full capacity due to limited disposal capacity. The River 
Ridge agreement was needed to dispose of incremental flows which 
could not be taken at the other sites. Therefore, we infer that 
existing sites are at their permitted capacity. Due to anticipated 
customer growth, Gulf continues to look for additional sites. As 
previously discussed, based upon present SFWMD rules as well as the 
testimony of witness Burns, both existing and future reuse sites 
may unilaterally determine if reuse is economically feasible. If 
a positive rate is approved in this docket, any existing reuse 
customer could limit their usage because of that economic 
constraint or choose not to take reuse. Due to the dependency of 
the utility on reuse and the ability of reuse users to limit their 
usage, we find that the potential negative impact of a reuse rat~ 
on Gulf's ability to di8PQae of its effluent outweighs the benefit 
to the wastewater customers of shifting some of the reuse costs to 
the end users. 

While the reuse revenue would lessen wastewater rates, we 
believe that wastewater customers will and have been the 
beneficiary of decreased wastewater disposal costs. Through its 
relationship with the golf courses, Gul ~ has not incurred the cost 
of land or construction of its own storage facilities and has been 
able to utilize transmission mains, storage facilities and 
irrigation systems paid for by the golf courses. Gulf has been 
able to dispose of all of ita effluent even during the wet season. 
Due to problems disposing of its effluent in wet weather, Lee 
County, as a safety valve, has an agreement where it will pay a 
neighboring utility to take its effluent . Witness Burns, Director 
of Water Use with SFWMO testified t..1at it has been his experience 
across his district that golf courses will utilize their wells if 
the cost of effluent exceeds the cost of using their wells. We 
find it appropriate to approve a zero rate based on the absence of 
tighter SFWHO guidelines which strictly limit fresh water 
irrigation and which require implementation of reuse. 

Accordingly, Gulf shall file a r~use tariff sheet listing 
c ustomers served and indicating the zero rate. As indicated by 
witness Xanders, a zero rate in the tariff indicates that this 
Commission has considered and approved a zero rate. Because our 
conclusion is based upon a combination of existing factors which 
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are subject. to change, Gulf is hereby placed on notice that this 
issue will be revisited in its next wastewater rate case. 
Furthermore, any future reuse agreements and a justification of the 
proposed rate must be filed with the Commission for approval. 

Allocation of Rouse Bavonuo Requirement 

Section 367.0817(3), Florida Statutes, acknowledges that water 
customers benefit from the water resource protection afforded by 
reuse and gives this Commission latitude to consider whether a 
portion of the cost of reuse should be borne by water customers. 
On rebuttal, Gulf witneas Moore agreed that every water user which 
uses the aquifer benefits by reuse. 

Staff witness Xanders provided the only testimony directly 
related to this issue. She noted that quantifying the benefits to 
water customers is a judgement call. However, in attempting tc, 
quantify reuse benefita, we may consider the additional cost to 
implement reuse over alternative methods of disposal. Since the 
lower cost alternative could provide adequate effluent disposal, 
the additional coat of reuse could be identified as costs incurred 
for conservation and protection of the water supply and recovered, 
in part, through water rates. We may also consider cost avoidance 
by water customers due to reuse. For example, if using reuse 
should reduce the demand for potable water, water facilities may 
not need to be expanded and this cost ~ould be avoided. Specific 
to Gulf, its Corkscrew Water Treatment Plant is a low pressure 
membrane treatment facility which must dispose of concentrate 
created in the treatment process. Presently, the concentrate is 
blended with effluent from Gulf's Three Oaks Wastewater plant and 
sprayed on the golf courses. By being able to dispose of this 
reject water, Gulf has been able to avoid the cost of a $2.5 
million deep well. Obviously this is to the economic benefit of 
the water customers. 

These are generic methods which may be used to quantify the 
benefits of reuse to water customers, however, none appear to be 
applicable to this utility. Gulf has disposed of all its effluent 
t hrough reuse since 1982. It is its only method of effluent 
disposal. The record supports our conclusion that reuse is the 
lowest cost disposal alternative. Therefore, there is no 
addi tiona! cost which could be considered solely for resource 
protection. As to coat avoidance, since none of the golf courses 
use potable water from Gulf which would be replaced by reuse, reuse 
would not decrease demand to Gulf's water system . Also, it appears 
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that the cost of the deep well is being delayed as opposed to being 
avoided. Mr. Moore testified that there is little doubt that the 
deep well will be required, probably at the time the plant is next 
expanded, which could be as early as 1997. It is also not clear at 
this time if the deep well would be used only for reject water or 
if it could be dual permitted to also accept effluent. It would not 
be appropriate to increase water rates based upon this avoided cost 
when water customers may be solely responsible for the cost of the 
deep well in the near future. 

However, the fact remains when reuse is used to fill the 
irrigation needs of golf courses, water customers benefit because 
t he use of reclaimed water helps to preserve ground water supplies 
f or potable water needs. Witness Xanders testified that if reuse 
is the only disposal alternative or we are unable to precisely 
quantify benefits, these factors should not be an oostacle to 
allocating some reuse cost to water customers. Absent specific 
quantification, this allocation becomes a judgement call. Ouz 
judgement is guided by additional criteria, which include the 
average usage of water customers, the level of water rates, the 
magnitude of the water &nd wastewater increases, and the need to 
send a stronger price signal to achieve water conservation. 

Because the magnitude of the wastewater increase is moderate 
and water rates are decreasing slightly, we do not conclude that 
there is a need for a stronger conaervation signal . Average 
monthly residential usage is approximately 7,000 gallons and even 
with the decrease the water gallonage charge is still approximately 
$2.00. While there are undeniable benefits to the water customers, 
we recognize that clear standards have not been established to 
recognize these benefits. Therefore, concl·~ 1 ions reached on 
similar criteria may differ as experience is gained through 
different cases. In this matter . we do not believe that the 
evidence supports a compelling reason to merit a "pure judgement" 
a l location to water customers. Therefore, no portion of the reuse 
revenue requirement shall be allocated to water customers and 
recovered through water rates at this time. 

Master Meter Influent Seryice Rate 

By Order No. 21450, issued June 26, 1989, in Docket No. 
890110-SU, we set an excess influent consumption charge for two 
master metered wastewater customers whose wastewater flows exceed 
t hei r water flows, Coach Light Manor and Mariner's Cove . Mr. Moore 
testified that the excessive infiltration situation described in 
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the order will exist as long as no further repairs to the system 
are made. To his knowledge, no repairs have been made to either 
mobile home park since the issuance of that order . Based on this 
evidence, we recognize that an infiltration problem still exists 
for these two master-metered wastewater customers, resulting in the 
need for continuing the master meter influent service rate. 

Pursuant to Order No. 21450, at page 3, the gallonage charge 
was calculated for the master metered wastewater customers at 4 
percent above the 9allonage charge for general service customers. 
The total charge for these customers consisted of a gallonage 
charge (as stated above) per 1,000 gallons of influent for all 
wastewater flows, in addition to the existing base facility charge. 

The appropriate base facility charge related to the customer's 
meter size along with a gallonage charge rate four percent abovP. 
the general service wastewater gallonage rate will insure equitable 
treatment of all wastewater customers in the system. No testimony 
was presented to the contrary. In consideration of the foregoing, 
the gallonage charge shall be $4.21 per 1,000 gallons as indicated 
on Schedule No. 48, for the master meter influent customers. 

Water and Wastewater Bates 

The utility req~ested permanent rates designed to produce 
water revenues of $2,139,422 and wastewater revenues of $1,671,070. 
According to the utility's MFRs, the requested revenues represent 
a decrease in water revenues of $155,935 or 6 . 79 percent and an 
increase in wastewater revenues of $366, 340 or 28.07 percent. 
Pursuant to the adjustments made herein, we find that the rates 
shall be designed to recover annual operating water revenues of 
$2,016,245 and annual operating wastewater revenues of $1,435,940 . 

While the allocation of revenue requirement was not at issue 
in this case, utility witness Andrews testified that an allocation 
was assigned based on number of customers served. We conclude that 
a more accurate method of allocation should be used when designing 
rates. Therefore, the approved rates have been allocated 
consistent with Commission practice, based on a fixed cost versus 
variable cost basis. 

When calculating the base facility and gallonage charges, we 
must consider the portion of the revenue requirement which is to be 
recovered through service rates. Miscellaneous revenues along with 
guaranteed revenues and reuse revenues are generated through 
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sources other than the service rates. Therefore, when calculating 
base facility and qallonage charges, miscellaneous revenues along 
with guaranteed revenues and reuse revenues are excluded from the 
revenue requirement so that the utility is not collecting these 
revenues twice. For this utility, only miscellaneous revenues are 
excluded from the revenue requirement since no guaranteed revenues 
or reuse revenues apply. 

Further, the miscellaneous revenues have heen excluded in 
their entirety from the water revenues only rather than from both 
water and wastewater revenues. Therefore, while the water revenue 
requirement is $2,051,045, t he rates are designed to allow the 
utility the opportunity to recover $2,016,245, which is a reduction 
to the revenue requirement of $34,800, the amount of miscellaneous 
revenues. 

The utility's tariff provides that whenever both water and 
sewer service are provided, only a single charge is appropriat~ 
unless circumstances beyond the control of the Utility require 
multiple actions. The miscellaneous revenues were included in 
total by the utility as water miscellaneous revenues. It has been 
our practice to allow a utility to record miscellaneous revenues in 
this way when water and wastewater miscellaneous charges exist. 

Consistent with the utility's request, we approve a 20 percent 
differential between the residential ano general service wastewater 
gallonage charges. This differential recognizes that approximately 
20 percent of the water used by residential customers is used for 
purposes such as irrigation and is not collected by the wastewater 
systems. 

The utility shall file revised tariff sheets and a proposed 
customer notice to reflect the appropriate rates pursuant to Rule 
25-22.04 07(10), Florida Administrdcive Code. The approved rates 
shall be effective for service rendered on or after the stamped 
approval date on the tariff sheets pursuant to Rule 25-30.475(1), 
Florida Administrative Code, provided the customers have received 
notice . The rates shall not be implemented until proper notice has 
been received by the customers. The utility shall provide proof of 
the date notice was given within 10 days after the date of the 
notice. 
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Statutory Four-Year Rate Reduction 

Section 367 . 0816, Florida Statutes, requires that the rates be 
reduced immediately following the expiration of the four-year 
period by the amount of rate case expense previously authorized in 
the rates. The reduction will reflect the removal of water and 
wastewater revenues associated with the amortization of rate case 
expense and the gross-up for regulatory assessment fees, which is 
$145,200 and $71,548. The removal of rate case expense will result 
in the rates set forth on Schedules Nos. 5-A and 5-B. 

The utility shall file revised tariffs no later than one month 
prior to the actual date of the required rate reduction The 
utility also shall file a proposed customer notice setting forth 
the lower rates and reason for the reduction. If the utility files 
this reduction in conjunction with a price index or pass-thro~gh 
rate adjustment, separate data shall be filed for the price i ·1dex 
and/ or pass-through increase or decrease, and for the reductior: in 
the rates due to the removal of the amortized rate case expense. 

Refunds of Water Reyenuea and Interim Wastewater Increase 

We have approved the stipulation that, for both water and 
wastewater refund purposes, the final revenue requirements shall be 
adjusted to remove any ratemaking components which were not in 
service or not incurred during thG time interim rates were in 
effect. These adjusted revenue requirements are compared to ~he 
adjusted test year revenues to determine whether any refund is 
appropriate. The water test year revenues will then be annualized 
for the two time periods using the rates prior to the water interim 
rate reduction and the rates subsequent to the water interim rate 
reduction. 

By Order No. PSC-96-0501 -J: vF-WS, issued April 11, 1996, we 
initiated an overearnings investigation and held $353,492, or 16.92 
percent, in annual water revenues subject to refund. Pending the 
resolution of the investigation, we ordered Gulf to undertake a 
suret y bond, letter of credit or escrow agreement in the amount of 
$179,203, which represents a six-month time frame, plus interest. 
The overearnings investigation was combined with this rate 
proceeding. 

Gulf requested interim and final revenue decreases of $141,709 
(6.67 percent) and $155,935 (6 . 79 percent), respectively, for the 
wa te r system. For wastewater, Gulf requested interim and final 
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wastewater increases of $256,885 (22. 98 percent) and $366,340 
(28. 08 percent), respectively. Staff witness Rendell testified 
that the utility did not request interim water rates, but instead 
requested that its proposed final rates be effective simultaneously 
with its proposed interim wastewater rates. 

By Order No. PSC-96-1310-FOF-WS, issued October 28, 1996, we 
approved an interim wastewater rate increase and water rate 
reduction, with additional water revenues held subject to refund. 
For wastewater, we approved a revenue requirement of $1,288,391 for 
interim purposes. This resulted in an annual increase of $170,821 
or 15.29 percent. For the water system, we calculated an interim 
revenue requirement of $1,796,651, which resulted in decreased 
revenues of $329,920 or a negative 15.51 percent. We determined 
that we could not make a final determination regarding the 
potential overearnings of the water system at the time of interim. 
Therefore, we approved the utility's proposed final rates, whi~n 

generated annual revenues of $1,982,871 on an interim basis, 
pending the determination of the appropriate final water rates ~n 
this case. The difference between the annual revenue reduction 
implemented by the utility ($1,982,871) and the approved interim 
revenue requirement ($1,796,651) is $186,220. This amount equated 
to 9.39 percent of the revenues collected during the interim period 
to be held subject to refund. Mr. Rendell testified that the 
tariff sheets containing the interim water and wastewater rates 
were approved on November 1, 1996. 

Mr. Rendell testified that water revenues should be Qnnualized 
for both periods reflecting the different rates that were in 
effect. For the first period, April 11, 1996 through November 1, 
1996, he advised calculating the revenue based upon the appropriate 
billing determinants for the projected 1996 test year at the rates 
in effect as of October 31, 1996. For the second period, November 
1, 1996, through the effective date of the final rate~, the revenue 
should be calculated based upon the appropriate billing 
determinants for the 1996 projected test year at the lower water 
rates as of November 1, 1996. We note that no parties have 
disputed this methodology, and accordingly have calculated 
$2,221,539 in annualized water revenues for the first period. For 
the second period, we have calculated $2,071,243 in annualized 
revenues. To be consistent, we also recalculated the wastewater 
interim revenues using the projected test year billing 
det erminants. This results in annualized revenues for wastewater 
of $1,442,084. 
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Additionally, Mr. Rendell testified tha~ ~~ 4 'l~t~~nt : made in 
the rate case test period that do not relate to the period that 
interim rates were in effect should be removed. Examples of such 
adjustments would be plant in service which was not in service 
during the interim collection period but will be in service after 
the final rates go into effect, and expenses that will be recovered 
only after final rates are established, such as rate case expense, 
should also be removed. Mr. Rendell further testified that after 
these items are removed, we should then calculate a revised revenue 
requirement for the interim period using the same data used to 
establish final rates. This was also stipulated by the parties, 
and we have therefore applied this methodology. 

To establish the proper refund amount, we calculated a revised 
interim revenue requirement utilizing the same data used t •) 
establish final rates. Rate case expense was excluded, because it 
was not an actual expense during the interim collection per iod. 
Based on the record, there are no other items that shoulc be 
removed to determine the revised revenue requirement for refund 
purposes. Accordingly, we calculate the revised revenue 
requirement for the interim collection period to be $2,013,093 for 
water and $1,480,228 for wastewater. 

The annualized water revenue requirements for bot h the first 
and second interim periods exceed the adjusted final revenue 
requirement for water. In order to determine the appropriate 
refund percent, miscellaneous revenues have been excluded. 
Therefore, we calculate refund percentages for water of 12. 30 
percent for the period prior to the interim decrease and 4. 70 
percent for the period subsequent to the interim decrease. Compared 
to the restated interim revenue requirement, the revised revenue 
requirement for wastewater exceeds interim revenues and no 
wastewater refund is necessary. 

Section 367.082(4), Florida Statutes, holds that refunds shall 
not be in excess of the amounts held subject to refund. The refund 
amounts above are less than the amounts held subject to refund; 
therefore, no limitation is necessary and the full percentages 
shall be made. For the period April 11, 1996, to October 31, 1996, 
the utility shall refund 12.30 percent of the water revenues 
collected during this time frame. From November 1, 1996, the 
utility shall refund 4.70 percent of the water revenues collected 
during this time frame until the effective date of the final water 
rates . The refunds shall be made with interest as required Section 
25-30 . 360 (4), Florida Administrative Code. Further, the utility 
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shall submit the proper refund reports pursuant to Rule 25-
30.360(7), Florida Administrative Code, and must treat any 
unclaimed refunds as CIAC in accordance with Rule 25-30.360(8), 
Florida Administrative Code. 

Service Availability Charges 

Pursuant to Section 367.101, Florida Statutes, this Commission 
shall set just and reasonable charges and conditions for service 
availability. The utility requested that the plant capacity 
charges for the water system be reduced from $800.00 to $550.00 per 
ERC and that the plant capacity charges for the wastewater system 
be increased from $550.00 to $800.00 per ERC. By Order No. PSC-96-
1310-FOF-WS, we suspended the utility's proposed service 
availability charges. 

The utility' a contribution level is currently within the 
minimum and maxtmum level as required by Rule 25-30 . 580 (1) (a) and 
(b), Florida Administrative Code. Based on historical data 
provided in the utility's application, average growth is calculated 
to be 430 connections per year for the water system, and 495 
connections per year for the wastewater system. We have also 
considered FGCO as part of the utility's growth. If this growth 
continues, the water plant will reach full capacity in 
approximately 11 years, while the wastewater plant will reach full 
capacity in approximately 4 years. 

Based upon our review of the record, we agree with the 
utility's calculations regarding the plant capacity charges. The 
plant capacity charge for the wattr system shall be decreased from 
$800 per ERC to $550 per ERC. The plant capacity charge for the 
wastewater system shall be increased from $550 per ERC to $800 per 
ERC. The appropriate service availability charges are set forth in 
Schedules 6-A and 6-B. 

Allowance for funds Used puring Construction IAFVOCl 

We have approved the parties' agreement that the appropriate 
AFUDC rate should be based on the rate of return found to be fair 
and reasonable, and pursuant to Rule 25-30.116, Florida 
Administ r ative Code. Further, the rate shall be effective January 
1, 1997. We have approved an overall cost of capital of 9.21 
percent. Applying the above mentioned rule, the monthly discounted 
rate shall be 0.766839 percent. 

" 
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Special Seryipe Ayailability Agreoment 

While the utility included costs, expenses and revenues 
.related to FGCU in its filing, it had not previously provided any 
signed agreement for service between the utility and the university 
for our review. In order to give FGCU consideration in this 
docket, we recognized that the special service availability 
agreement should be signed and filed with this for our review. Mr. 
Moore's supplemental direct testimony included the special service 
availability a9reement. Upon review of the special service 
availability agreement, we find the document to be in compliance 
with the utility's tariff and our rules. We therefore approve the 
agreement as filed. 

CLOSING OOCKET 

This docket shall be closed after the time for fil ~ng an 
appeal has run, upon our staff's verification that the utility has 
completed the required refunds with interest and the proper revised 
tariff sheets and cuatomer notice have been filed by the utility 
and approved by staff. Further, the utility's escrow account can 
be closed upon our staff's verification that the refund has been 
completed . 

Based on the foregoing, it is 

ORDERED by the Florida PublJ.c Service Commission that the 
application by Gulf Utility Company for an increase in wastewater 
rates and a decrease in water rates is hereby approved as set forth 
in the body of this Order. It is further 

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

ORDERED that all matters contained herein, whether set forth 
in the body of thia Order or schedules attached hereto are, by 
r e ference, expressly incorporated herein. It is further 

ORDERED that the stipulations set forth in the body of this 
Order are hereby approved. It is further 
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ORDERED that the rates and charges approved herein shall be 
effective for service rendered on or after the stamped approval 
date of the revised tariff sheets, in accordance with Rule 25-
30.475, Florida Administrative Code, provided the customers have 
received notice. It is further 

ORDERED that prior to the implementation of the rates approved 
herein, Gulf Utility Company shall submit a proposed customer 
notice explaining the rates and charges and reasons therefor . It 
is further 

ORDERED that Gulf Utility Company shall provide proof of the 
date that notice was given within 10 days after the notice was 
made. It is further 

ORDERED that, prior to the implementation of the rates ~. :-1d 
charges approved herein, Gulf Utility Company shall submit and :1ave 
approved, revised tariff sheets. The revised tariff sheets shall 
be approved upon our staff's verification that they are consistent 
with this Order and that the proposed customer notice is adequate. 
It is further 

ORDERED that in its reuse tariff sheet Gulf Utility Company 
shall list the customers being served and shall indicate the zero 
rate. Gulf Utility Company shall file any future reuse agreements 
and a justification of the proposed ~euse rate with the Commission . 
It is further 

ORDERED that Gulf Utility Company shall coo rdinate with 
representatives from the fire districts in its service area to 
correct low flow problems where they exist. It is further 

ORDERED that Gulf Utility Company shall report to this 
Commission six months and twelv~ months after the issuance date of 
this Order, detailing the corrective measures taken and the 
progress of the corrective action regarding the utility's fire 
flow. It is further 

ORDERED that Gulf Utility Company shall adjust its books and 
records to correct the accounting treatment for stock exchanged for 
assets from the Caloosa Group. It is further 

ORDERED that Gulf Utility Company shall maintain records of 
Vice Presi dent Randall Mann's daily, utility-related activities, OD 

a going-forward basis. It is further 
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ORDERED' that the rates approved herein shall be reduced at the 
end of the four-year rate case expense amortization period . Gulf 
Utility Company shall file revised tariff sheets no later than one 
month prior to the actual date of the reduction and shall also file 
a customer notice . It is further 

ORDERED that Gulf Utility Company shall make refunds of a 
portion of the water revenues collected pursuant to the 
overearnings docket and the interim order, with interest, as set 
forth herein. It ia further 

ORDERED that Gulf Utility Company shall submit a refund report 
pursuant to Rule 25-30.360(4), Florida Administrative Code, and 
must treat any unclaimed refund as CIAC pursuant to Rule 25-
30 . 360(8), Florida Administrative Code. It is futher 

ORDERED that the service agreement between the Florida ~ulf 
Coast University and Gulf Utility Company is hereby approved. It 
is further 

ORDERED that this docket shall be closed administratively 
after the time for filing an appeal has run, upon our staff's 
verification that Gulf Utility Company has completed the required 
refunds with interest and the proper revised tariff sheets and 
customer notice have been filed by the utility and approved by 
staff. It is further 

ORDERED that the utility' s esc:..·ow account can be closed upon 
our staff's verification that the refund has been completed. 

By ORDER of the Florida Public Service Commission, this ~ 
day of ~' liil· 

BLANCA S. BAY6, Director 
Div ision of Records and Reporting 

By: 
Kay F~nn, ~ 
Bureau of Records 

( S EAL) 

MOP/TV 
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NOTICE OF FQRTHER PROCEEDINGS OR JVDICIAL REYIEW 

The Florida Public Service Commission is required by Section 
120.569 (1), Florida Statutes, to notify parties of any 
administrative hearing or judicial revlew of Commission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in ~he relief 
sought . 

Any party adversely affected by the Commission's final action 
in this matter may request: 1) reconsideration of the decision by 
filing a motion tor reconsideration with the Director, Division of 
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 32399-0850, within fifteen (15) days of the issuance c·f 
this order in the form prescribed by Rule 25-22.060, Florir..ia 
Administrative Code; or 2) judicial review by the Florida Sup~eme 
Court in the case of an electric, gas or telephone utility or the 
First District Court of Appeal in the case of a water and/or 
wastewater utility by filing a notice of appeal with the Director, 
Division of Records and reporting and filing a copy of ~he notice 
of appeal and the filing fee with the appropriate court. This 
filing must be completed within thirty (30) days after the issuance 
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. 
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GULF lTI1LITY COMPANY 
SCH&DliLI: Of WATU IIA'n M8 
TEST YEAil ENDI:D UlliM 

1 UTIUTY PLANT IN I!IMCE 

2 LAND & LAHO RIOHT8 

4 ACCUMUlATEDOEPN!QAT'ION 

5 CIAC 

6 AMORT1ZATION OF CW: 

7 ADVANCES FOR CONSTRUCTION 

8 WORKING CAPfTAL ALLOWANCE 

9 RATE BAR 

118,700,337 

$200,372 

(1183,864) 

(14.1" ,172) 

(t12,220,885) 

t2.M2.325 

(14,115) 

!Mf1+t 

IUDZIII2 

$1.784.446 

so 
($881,536) 

($83,220) 

so 
so 
so 
10 

lllU&r:l 

AD.IUITID 
TDTYIM 

SCHEDULE NO. I· A 
DO<:I'~~WI 

CID 1.11011 
OCliiiiiiC* 

ADiiUI'IID 
NltUYIJTY~' TIITftM 

$18,484,782 ($700,000) $17,784,782 

S200.3n so $200,372 

($1 ,075,418) $187,475 ($888,014 

($4,288,882) ($23,103) ($4,218.885 

($12,220,815) (S217,188) (112,487.114 

t2.M2.325 ($101,837) t2,140,8U 

($4,885) so ($4,WJ1 

L1M l+t (SS..llil 12D31B,i 

asmaza (187A1Ql 1Uda28 
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GULF UTILITY ~NIY 
SCHEDULE 01' WAI'I'KWATat M'l'l Ml& 
TEST VUlt --'llmlll 

1 vnUTY PlANT IN 8EIMCE 

2 LAND $473.82e 

3 NON-USED & USEFUL COIIFONINT fO 

4 ACCUMULATED DEPRECIATION (12.171,837) 

5 CIAC .... 313) 

6 AMORTIZATION OF CIAC 11.178.074 

8 ADVANCES FOR CON8TRUCTION to 

11 WORKING CAPITAL ALLOWAHCE 12M 417 

RATE BAlE H 9212" 

10 114,212,348 

SCHKDVL& NO. 1-8 
DOCKrr Mlnt-WI 

10 $473,82e 10 $473,82e 

10 10 (11.1-46,071) (11,145,071 

10 (12.871.137) (121.316) (13.000.222 

10 (18,080,383) (1474.!582) ( •. 534.1M5 

10 11.878,074 (171.214) 11.887.880 

to to to to 

10 123ft 407 (142 578) 1182 1M 

10 14 @21 2@0 ll1 704 QPI 1.1104 213 
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GULF UTILITY COMPANY 
ADJUSTMENTS TO RATE BASI 
TEST YEAR ENDED IV31JM 

PLANT IN IER\IICe 
1 To remove the projected colt d the rljlcl holllng link 
2 To oorrec:t ttlnlpolitlon error to w11t•·••r pllnt In 1'111 bMe (Stlp 11) 

Total 

NON-USED AND Ullf'UL 
To renect net non-used Md UMiful ......,_,. 

ACCUMUL.UEQ DEfJRI!CIATIQI 
1 To remove the projected COlt d the rljlcl holding link 
2 Correct 8fTO( to test year dlpreallloit 1'111 UMd 

Total 

CJAC 
1 CIAC for linn which lhould twve been oonll1butld by C8looa Group 
2 Renect prepaid and/or lmpule CIAC on the IMfg!n .....w 
3 Impute CIAC for grant from SFWM0 (Stlp 115) 

Total 

ACCUM. AMORT. Of CJAC 
1 CIAC for lines whk::h lhould twve been conlriMid by C8looa GfOi.IP 
2 Reflect prepaid CIAC on the nwgln .....-ve 
3 Impute CIAC for grant from SFWMO (Stip 115) 
4 To dectease for utility's UN ole compode ,_ on tote! CIAC amort. 

Total 

WORKING CAPITAL 
To reflect 13-month evetage ~ WOftdnO oepbl uling the belenoe 
sheet epproectl . 

e 

SCH&D. NO. I~ 
DOCKET 960329-WS 
PAG!1 OF1 

WATD WMTIWATD 

(1700,000) 
Q 

(IZOOOOQl 

1107 470 

$21,313 
(44.41CS) 

(J231Q3) 

($68,114) 
(193,700) 

(15 385) 
l$2U 18pl 

$10,85!5 
2,737 

142 
(115 371) 

CS10183D 

<SCH 1Z9l 

($82,815 
(350,978 

$14,145 
5.881 

2JcS 
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GULF U11LITY COMPANY SCHfOUU: N0.1 ~a~ CAPITAL 5nUC'I1JilE DOCKET 9MJ19..WS tt.l tt.l 
TEST YEAiliNDI:D IV31"' ~ 

IDo-i 
ID{J.)Z 

0 
CAPITAL z . 

0 ... ~ ~KG~~:' ED {J.)"tt 
101'AL ~ PRO RATA 10RATE COlT WIICitlft {I) .KIIII'fiC* CMIII'AL (IJCPI.AM) ~ IIMI RATIO RATE COST 

() 
\DI 
0\ID 
0-J 

iPBt UTL1 N 1-·YEAR END I 
t.ll 
WO 
~Q) e 1 LONG TERM DEBT sa.eea . .u• so ($1,873,070) $8,1185,354 74.77% 10.63% 7.95% 
I~ 

al..J 
2 SHORT-TERM DEBT $75,380 so ($14,989) seo.391 0.85% 11 .01% 0.07% {I) I 

3 PREFERRED STOCK so so so so 0.00% 0.00% 0.00% ' ~ 
0 

4 COMMON EQUITY s1.on.m so ($208.021) saee.2n 9.29% 11 .88% 110% ID"'l 
5 CUSTOIER DEPOSITS $205,735 so so $205.735 2.20% 6.00% 013% 0\ I 

6 DEFERRED INCOME TAXES $1 ,517,823 so ($292,707) $1,225.216 13.10% 0.00% 0.00% oa: 
WCJ.) 

7 DEFERRED~ COST so so so so 0.00% 0.00'11. 0.00'11. t.) 

I DEFERRED ITC'S-WTD. COST so so so so 0.00'11. 0.00% 0.00'11. ID 
I 

t OTHER so so so ID o..tm!a 0.00% QJXm a: 
{I) 

10 TOTAL CAPITAL 1~ 1 544735 a1 fi21MZOZl ••• 100(0 UD 
m· 111111--1~ AYI!ItAGE 

11 LOMB TENI DEBT ·-G4 10 ($3.-.488) .... 825 75.24% 10.83% 1.00% 
t2 8HORT·1ENI DEBT 171.- 10 ($32.112) 143.1• 0.85% 11.01% 0.07% 
1S Pfl£FERAED STOCK 10 10 10 10 0.00% 0.00% 0.00'11. 
14 COI•ION I!IIUI'Y S1.G77.21S (S1t0.821) ($381,015) tl525,m 7.85% 11.8K U4% 
1.5 CUSTOMER I&08ITS 12101.735 10 10 1205,735 3.12% 8.00% 0.18% 1 e 11 DEFERRED INCOME TAXES 11.sn.m 10 (t857,210) SIID.843 13.03% 0.00% 0.00% 
17 DEFERMD r1C'8-ZERO COST ., ., 10 10 0.00% 0.~ 0.00% 
18 OEFEMEO ITC'S-WTD. COST ., •• 10 10 0.00% 0.00% 0.00% 
18 OTHER IQ IQ IQ ID OJXm 0.00% o..mafl 

17 TOTAL CAPITAL 111544~ fl1f!OA2tl fi4UOM3\ Mea3.7al .1.IXl.fllm a.m 
Specific Adjultrnentl LOW tiGH 

A) Reduce equity for lines which lhou6d 1\a\<e been cortiluted 
byc.looM. RETURN ON EQUITY ~ ~ 

OVERAU RATE OF RETURN s...ma ~ 
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'

GULF tmUTY COMPANY 
ADJUS'DIINTI TO OPUATING INCOME 
TEST \'EAR EHDID 1213LW 

OfJERAT10N I W'PP'P IXJIIMI 
1 Ru'oc:ete ...... to Cllooea Group 
2 To reduce ulery .,.._to&". 
3 To~ common me1nt. ..--tor-.. to caloou Group 
4 Re.aoc.e. ed&IMolllll Mil, Vlhlall, ~. * · to Celoou Group 
5 To rwnove p!ajlcllon torw•ll...., ..--
6 Correct 5-yeer ....... ll:ullloo't ola. c.to....., line project 
7 To emcrizll coeta .eo c' r' If wfll CIUMOfMr .urwy 
e To reduce ~tiMIIIMd •~~trtMII'I'Ient ooeta 
9 To reflect edjultld rMI ~ ....-MICiftiutloi• 

10 To rwnove lobt¥ng ..--(811p t4) 
11 To rwnove Rotwy cMI (Sip 15) 
12 To remoYe pond delnq ...,.. .. (8ap ~) 
13 Add COMUitlng .,...._to,...~ ..... (Stlp tie) 
14 To reduoe viOl pretldlnt'a ulery 

T<MI 

DIP8ICIATIQN QPINIIMT 
1 To ClOrr.ct tilt y.- dlprecletion ...,_ 
2 To edjuat for non-YMd end uaeful ~expense 
3 CIAC for llntt whic:tl ahould hav. been ~ by CeJoou Group 
4 Refted prepllid CIAC on the nwgin ,...-ve 
5 Impute CIAC for grMt from SPMI) (Stip 115) 
6 To adjust ty amort up. for uae of COfi'IP(IIII me. for CIAC amort. 

Total 

TAXES OTHQ THAN !HC<M 
1 RAFI on~~ lboYe 
2 Reallocetll peyral .... 
3 Correct test yMr ~ llllllment .... 

Total 

INCOMEJAXI.I 
To lldjust to tilt ,..,.~ncom~ tax expenee 

SCHED. NO. K 
DOCKET MUD-WS 
PAGI1M1 

WATiit WAITIWATIJI 

($5,905) 
(4,8e&) 
(2,376) 
(6,088) 
(3,300) 
(2,284) 
(5,145) 
(1,072) 
16,0SI1 

(523) 
(155) 

0 
(4,205) 

UU6Q) 
t$34W> 

$78,338 
1,620 

(2.106) 
(5,475) 

(142) 

U2.iiW 
W.2H 

$7,017 
(IS.047) 

(Z15) 
I2AA 

($3,042 
(2,521 
(1,224 
(3,140 
(1 ,700 

0 
(2,6SO 

(553 
6,289 
(2e8 
(80 

(8,000 
(1 ,il7il 

$42,770 
(57,606 

(2,755 
(11 ,723 

(23e 
1..32& 

($16,48!5 
2,741 
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UTIUTY: CMA.I' U1UTY 
COUNTY: LU COUNTY~ 
DOCKET NO.Maa.wl 

a... Fecllty CNrge 
518"x31 ... 

31 ... 
1' 

1·112" 
2' 
3' ... 
8" 

Galonlge Cherge, per 1,000---

S... Feclllly etwge: 
518"x31 ... 

1' 
1·112" 

2' 
3' ... 

Gallonege Charge, per 1,000 glllciN 

Base Fac:illty Qwge: 
1' 

1-112" 
2' 
3' ... 
8' •• 

12' 

. Rnldenllll Uuge ~). 
3,000 
5,000 
1~000 ________________________________ __ 

MM 
112.88 
121 .13 
142.28 
$17.81 
11~.21 
1211.27 
1422.84 

12.18 

..... 5 
121.13 
142.28 
187.81 

1135.21 
1211 .27 

$2.18 

17.04 
11 ... 08 
$22.54 
145.07 
170 ... 2 

1140.85 
1225.35 
1805 .... 

17.18 17.18 11.n 
111.82 111.82 I11 .M 
118.70 118.70 118.43 
$38.38 $38.38 ssa.88 
183.02 183.02 182.18 

$120.03 $120.03 $124.32 
1118.82 $118.12 1114.28 
1313.88 $313.88 IS88.50 

12.01 12.01 11 .83 

17.88 17.81 11.n 
118.70 118.70 118.43 
$38.38 138.38 IS8.85 
183.02 183.02 182.18 

l12e.03 112e.03 112 ... 32 
11118.82 11118.82 1114.25 

$2.01 12.01 11 .83 

sue 18.ae 11.82 
$13.12 113.12 13.2 .. 
121.01 121.01 15.18 
142.01 142.01 110.38 
188.37 $811.37 118.18 

1131.28 1131 .28 $32.38 
1210.05 1210.05 151.80 
1584.52 1584.52 1138.21 
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S... F.-y a-we: 
15111"113U' 

1' 
1·112" 

r 
3" ... 
r 

a... F.-y a-we: 
~-,. 

1-112" 
r 
3" ... 
r 

o.lonlge a-... per1.000 ..... 
(No~) 

,, ...... 
IU7 

114.41 
AUO 
m.Je 

1116.16 
mua 
1312.01 
an•.o1 

A .II 

,,..n 
lUI 

111.n 
141.12 
IIUZ 

I13US 
1287.14 
t411.11 ... .. 

t4.26 

,, ..... 
14.2S 

111M 
141.11 
NU7 

1131.11 
$213.11 
1411 .• 
IIZS.71 

16.01 

111.00 

$3.37 

111 •. 00 
;..G.01 
110.02 

1121.03 
12111.05 
1400.08 
1100.17 

14.05 

121.11 
AUS 

1.70 

l 
. ~ 
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a... Feclllty Chqe 
518"')c314" 

314" 
1" 

1·112" 
'Z" 
3" 
4" 
6" 

Gallonege CMrge, per 1,000 ..... 

S... Fedllty CMI'ge: 
518")(3/4" 

1" 
1·112" 

'Z" 
3" ... 

GalloNge Cher;e, per 1,000 geloM 

BaM Fecility Charge: 
1" 

1-112" 
'Z" 
3" 
4" 
e· 
e· 

1'Z" 

S1.n 
111.88 
11e.43 
131.15 
182.11 

1124.32 
S114.25 
1311.50 

11.83 

S1.n 
11e.43 
131.15 
182.11 

1124.32 
1184.2& 

l1.e3 

11.82 
13.24 
~.18 

110.31 
11e.1e 
132.38 
MUO 

1138.21 

'lfJFICM 

scue 
10.30 
10.48 
10.87 
'1.!55 
13.08 
14.83 
• . -rt 
10.03 

-. ...... 
10.1e 
10.4e 
so.e1 
11.55 
13.ne 
14.83 

10.03 

10.04 
10.oe 
10.13 
10.21 
10.40 
eo.e1 
11.2t 
13.40 
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~ f/1 Rite O.CNIII Altlll ....... fll 

a... Fecility a-ge: 
51tf"tt3/4" 

1" 
1-112" 

T 
3" 
4" 
8" 

GaJionege Cherge, per 1,000 gllllonl 
(No Muinun) 

Sue Facility Chlwge: 
51tf"tt3/<f' 

1" 
1-1/T 

T 
3" 
•• 
8" 

. ,, 
•• .. 

AawNibialcwt ~for Rite c... ..... ... 

118.00 

13.37 

118.00 
140.01 
180.02 

1128.03 
1258.05 
1400.08 
1800.17 

14.05 

$18.00 
$40.01 
$80.02 

$128.03 
$25e.OS 
$400.08 
1800.17 

14.21 

khldLjeiB .......... 

,, ...... 

$0.24 
$0.81 
11.22 
11.85 
13.88 
se.oe 

$12.18 

$0.24 
$0.81 
$1 .22 
$1 .85 
sue 
se.oe 

$12.18 

so.os 


